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Preface

As you read this issue of The Georgetown Public Policy Review, it is important
to recognize that it represents only part of what the Editorial Board has attempted
to achieve this past year. Much of what we have focused on-further defining the
audience of The Review; laying out its major goals for the coming years; creating,
developing and implementing strategies to expand the appeal and reach of the
journal-may not be realized in the near future but will have a lasting impact on
the success and sustainability of this publication. In the meantime, then, look
forward, as we do, to the continuing maturation of The Review and its permanent
establishment as an important voice in the discourse of public policy.

In the Spring 1998 issue, The Review focuses on the International Monetary
Fund (IMF), its current and future role in the global economy and the effectiveness
of its programs. These are highly salient issues both here inWashington, DC, and
abroad. To address such questions, we interviewed Karin Lissakers, Executive
Director for the United States at the IMF, and Representative Sonny Callahan
(R-AL), Chairman of the House Appropriations Subcommittee on Foreign
Operations. In addition, Senator Rod Grams (R-MN) and Representative
Michael Castle (R-DE), who both chair subcommittees with jurisdiction regard-
ing IMF funding, responded to our written questions. When reading all four of
these exchanges, we encourage you to look past political party affiliation to the
substance of these policymakers' comments and the divergence in their viewpoints.

Accompanying the feature interviews are two articles examining the effects of
IMF policies. In the first, "Distributional Impacts of IMF -Supported Economic
Reforms: A Case Study of Mexico," Luis Banck uses econometric analysis to
consider the possibility that the much-hailed success story ofIMF intervention in
Mexico actually increased the disparity between the wealthiest and poorest
segments of society. Next, in his article "IMF Structural Adjustment Programs:
An Econometric Evaluation," Stephen Anthony examines the efficacy of IMF
assistance programs from a macroeconomic perspective.

The Review then moves to matters on the domestic policy agenda. In "Trends
in the Use of Breast-Conserving Surgery: Evidence from Two States on the
Relative Importance of Race and Ethnicity," Cori Uccello, Jean Mitchell and Jack
Hadley look at who utilizes the preferred treatment for breast cancer and find
differences by race and ethnicity. Next, in "A Preliminary Assessment of the
Supply and Demand of After-School Services in the District of Columbia,"
Theresa Feeley takes a first step in the effort to quantify the number oflatchkey
children in the nation's capital and assess the scope of the problem. And finally,
in "The Effects of Maternal Work Choices and Family-Friendly Employer
Policies on Child Outcomes," Helena Wallin looks at the struggle that many
American families face of balancing work and family responsibilities and the
implications of that balancing act on children.

As always, we hope that you find the ideas and analysis presented in this issue
of The Georgetown Public Policy Review to be timely and thought-provoking. We
are grateful for your support and welcome your contribution to future issues.

Shirley Hung
Editor- In-Chief



Feature Interviews

The onset of the economic crisis in Southeast Asia has focused international
attention on the International Monetary Fund (IMF). In order to manage the
increased burden of the crisis, the Clinton Administration has recently requested
an increase in the US contribution to the IMF. Many in Congress are highly critical
of the international organization and have threatened to attach legislative "riders"
to any funding measure.

In this issue, the staff of The Review had the opportunity to interview four
individuals intimately involved in formulating US policy towards the IMF.
Executive Editor Hayden Milberg interviewed Karin Lissakers, Executive Director
for the United States at the IMF. In addition, Academic Editor Sam Seidel and
Hayden Milberg interviewed Representative Sonny Callahan (R-AL), Chairman
of the House Appropriations Subcommittee on Foreign Operations. Two other
elected officials, Senator Rod Grams (R-MN), Chairman of the Senate Banking
Subcommittee on International Finance, and Representative Michael Castle
(R-DE), Chairman of the House Banking Subcommittee on Domestic and
International Monetary Policy, provided written responses to questions asked
by The Review.

Interview with Karin Lissakers, Executive
Director for the United States at the

International Monetary Fund

The current economic crisis in South-
east Asia has generated an intense amount
of attention among policymakers in the
United States.

Given Indonesian President Subarto's
reluctance to accept the terms of a bailout,
what are the implications for Indone-
sia, other Southeast Asian countries
and the credibility of the International
Monetary Fund (IMF) if IMF re-
quirements are not fully met? Why
should the United States be concerned
regarding the outcome?

President Suharto has accepted the
terms of IMF support for Indonesian
adjustment policies. He has signed an

agreement, which presumably signals
acceptance of the terms. However, the
implementation of the agreement be-
tween the IMF and the Indonesian
government has been somewhat un-
even. Obviously, the continued eco-
nomic deterioration in Indonesia and
the weakness of the currency are having
an adverse effect on other countries in
the region. This is making it more diffi-
cult for other countries following the
policies to achieve full stabilization, al-
though in recent weeks the market has
begun to differentiate between the coun-
tries that are following the IMF pro-
gram, like Korea and Thailand, and
Indonesia, where the program was not

EDITOR'S NOTE: The interviews with Ms. Lissakers and Rep. Callahan were
conducted in mid-March. The responses from Sen. Grams and Rep. Castle were
received in early April. As we went to press, events related to the IMF were still
unfolding, both in Indonesia and in Washington, DC.
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being fully implemented. For example,
one can see a return of market confi-
dence as reflected in the stock markets,
in foreign exchange rates and in a gen-
eral improvement in economic confi-
dence in the region amid the continued
volatility in the Indonesian situation.

You asked, why should the United
States be concerned about the out-
come? Because we have a very large
direct economic interest in Asia's pros-
perity. The region is a major export
market for the United States. Contin-
ued instability in the Asian markets
would have adverse implications for
stability in the international monetary
system generally. It creates additional
problems for the alreadyweakened Japa-
nese economy and banking system,
and as the leading international
power, the United States has major
security interests in the region as well
that can be adversely affected by the
economic turmoil.

How are the IMF and the Clinton
Administration dealing with President
Subarto's reluctance to implement the
terms of the IMP agreement, and how do
they perceive overcoming resistance in
order to release the next bailout install-
ment to Indonesia?

First of all, I object to using the term
"bailout." It is "Fund-supported ad-
justment." There is a tradeoff between
emergency financing and policy adjust-
ment. The Fund has made it very clear
that the Indonesians have to imple-
ment the program aswas agreed, unless
there are overriding reasons why certain
aspects of the program have to be ad-
justed. For example, the fiscal targets in
the Korean and Thai programs have
been already adjusted to take account
of the fact that economic growth is tak-
ing a much more severe hit than origi-
nally anticipated. Part of it is that the
currency depreciation is much worse

than was assumed at the start of the
programs.

There are other macroeconomic vari-
abIes that will have to be adjusted to
take account of developments since the
program was negotiated, but as far as I
know, there is no intention or rationale
to renegotiate the principle parameters
of the program. The Indonesians have
to understand that if they expect inter-
national support they have to fulfill the
program that they agreed to and that
was negotiated with them.

There is a huge misconception out
there that the IMF comes in and dic-
tates conditions to a country. In prac-
tice, it is a very long and protracted
negotiation with the governments about
what they need to do and how to assess
the problem. First, we attempt to reach
an agreement on what both sides think
is the root of the problem, and then we
reach agreement on the measures that
we think will remedy the underlying
problems that led to the crisis.

One of thefeature articles in the spring
issue ofThe Georgetown Public Policy
Review (GPPR) evaluates the macroeco-
nomic performance of countries receiving
IMP structural adjustment assistance
over the period 1987 to 1993. The paper
concludes that structural adjustment pro-
grams have no significant effects in the
short term. It also concludes that in the
medium to long term, IMP policies have
only a small positive impact on the balance
of payments and no apparent influence
elsewhere.

Is the present structural adjustment
policy the most appropriate method to help
developing economies experiencing se-
vere balance ofpayments problems? Why?

I am surprised by the conclusions of
the article. I wonder how they measure
the significant impact. Certainly, our
own internal studies and evaluations,
some of which have been published,
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show that there is a positive correlation
between Fund-supported adjustment
programs and growth. The reports also
show improvement in the underlying
fiscal and balance of payments situa-
tion, such as smaller current account
deficits and smaller fiscal deficits.

On Sunday, March 15, 1998, the
IMP released a report that cited the poor
performance of structural adjustment
policies in some of the poorest developing
economies.

Yes, I suggest you take a look at the
study and also at the Board's com-
ments. Now, when you say structural
adjustment programs, remember our
programs are not limited to the poorest
developing countries. We have had
programs with the United Kingdom,
Italy and other industrialized countries,
and with countries in transition like
Russia. The study you referred to is a
study of ESAF, which is a separate
program specifically for the poorest de-
veloping countries with membership in
the IMF. I think you will see a diver-
gence in the experience of the poorest
African countries and some of the other
countries including Latin America and
the Asian countries, which have used
IMF programs in the past. If you look at
recent performance in India and Korea,
both of which had an IMF program,
and look back and differentiate be-
tween Mrica, which has been the most
difficult and most lagging in sustained
improvement, and other regions, I think
you will see the difference. Look at a
country like Argentina, which has had
an IMF program. The country has been
growing at fiveand sixpercent in the last
couple of years. Look at the balance of
payments, look at the structural institu-
tional underpinnings in those econo-
mies. If you do, I think you will see
huge changes.

97

Mexico is often hailed as an IMP
successstory. However, one of the feature
articles in the spring issue of the GPPR
concludes that "the general direction of
structural adjustment in Mexico has
proven to be incapable of promoting sus-
tained economic growth and a sustained
reduction in the inflation rate. It has
negatively affected the poorest sec-
tors of the population and its effects
seem to be ongoing rather than tem-
porary, especially those concerning
income distribution."

As the most dominant member in the
IMP, should the United States be con-
cerned about recent evidence that suggests
IMP policies are disproportionately hurt-
ing the poorest members of the developing
economies while only benefiting the rich?

I am not sure that I agree on the
inflation rate. I will have to look at the
most recent numbers forMexico. Should
the United States be concerned? Iwould
rephrase the question. We are certainly
concerned about the effect of adjust-
ment programs on the poorest members
of societies. There has been a lot ofwork
and attention in the IMF, stronglyen-
couraged by the United States, on cush-
ioning the effects of any adjustment
program on the poorest members of
society. We encourage including what
we call social safety net programs, ex-
penditures in the budget for unemploy-
ment insurance pension benefits and
other social payments. In addition, we
encourage shielding expenditures like
primary education and health care from
any budget and spending cuts. In fact,
the IMF has in recent years strongly
advocated increasing expenditures in
those areas and reducing what we call
non-productive expenditures like mili-
tary expenditures.

I think you framed the question in a
very misleading way when you say that
IMF policies are disproportionately
hurting the poorest while only benefit-
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ing the rich. One of the primary objec-
tives of IMF stabilization policies is to
reduce inflation. Any economist and
any person who has studied the sociol-
ogy of inflation will tell you that it is the
poorest segment of the economy that
suffers the most from inflation and
therefore benefits the most from a re-
duction in inflation. Look at countries
like Brazil and Argentina. When you
look at the governments that have ef-
fectively brought hyperinflation under
control, you will see that the people
voted for the government that has
brought inflation under control. The
poorest segments of those countries
strongly supported the governments
because they recognized that the re-
forms benefit them directly and imme-
diately. The rich can always live with
inflation. Indeed, they can benefit from
inflation, and it is the poorestwho suffer
the most.

The President recently asked Con-
gress to increase the IMF's resources
by $18 billion. As you know, certain
Members of Congress have threat-
ened to attach legislative amend-
ments to IMF funding. Provisions
regarding abortion and changes in
IMF operations threaten to delay
appropriation of the funds.

Is it appropriatefor the United States
to condition its funding upon domestic
political issues,either conservative or lib-
eral in origin?Do suchprovisions weaken
the credibility of the United States as an
economic leader?

I think if the IMF funding request
were to be defeated or blocked because
of congressional debate on unrelated
issues, this would be very damaging to
the credibility of the United States as
the leader in the international economy.
In this institution, I think it would di-
rectly impair the IMF in carrying out its
stabilization functions, and therefore it

would directly damage United States'
economic interests, in this case in Asia.
It would be a big blow to our leadership
position but also in a concrete way pose
a very serious resource constraint on the
IMF to carry out its functions.

Since the conclusionof World War II,
the United States has played the role of
global economic leader. Even in a post
Bretton Woodsenvironment, the United
States continues to actively promote a
policy of international financial stability
by using American money to bailout
troubledeconomies.Is this an appropriate
use of taxpayer dollars? Furthermore,
should the United States and the IMF be
concernedregarding the problems associ-
ated with moral hazard when investors
and their banks are protectedfrom bad
loans and risky investments?

United States' participation and
IMF support are ways of mobilizing an
international effort in which the United
States pays a large but not an over-
whelming part. We provide roughly 18
percent of the funding of the IMF,
which means the rest of the world pro-
vides 82 percent of the funding of the
IMF. This institution works very much
like a credit union: every member puts
into the common pot, and this gives a
member the right under certain circum-
stances to draw money out of the pot
temporarily when it has a balance of
payments problem. It seems to me to be
a very economical way for the United
States to support international financial
stability, in which we have a huge direct
economic stake. The fact is that it does
not cost the United States any money.
Our participation in the IMF has not
cost a penny since the institution was
created more than 50 years ago. It seems
to me probably, from a financial point of
view, to be the most cost-efficient for-
eign policy program we have.

With regard to moral hazard, yes,
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the IMF and the United States are
concerned regarding moral hazard. Sec-
retary Rubin has spoken eloquently to
this issue, and I would defer to his
explanation of the tradeoffs that are
involved. There is a lot of thought un-
derway, and there is already some activ-
ity to make sure investors play their fair
part in organizing a resolution of the
crisis and paying for it. I do not thinkwe
have a perfect formula yet, but there is
certainly serious concern and thought
underway with regard to how to mini-
mize the moral hazard problem.

A recent article in The Economist
suggested many Members of Congress are
not fully educated about the way in which
IMP operates internally and the benefits
that are accrued by the United States. Do
you agree with this critique?

Since the Executive Branch tends to
go to Congress for "increases" only ev-
ery five or six years, I think it is quite
natural and understandable that many
Members of Congress and staff would
not be knowledgeable regarding the
technical aspects ofhow the IMFworks.
That is why the Administration has
undertaken a very intensive education
effort, through testimony and extensive
briefings for Congressional Members
and their staffs, to inform them of ex-
actly how the IMF operates and how
the financing aspect and the United
States' contribution actually work. It is
not foreign aid; it is an interest earning
investment from the point ofviewof the
United States. There are additional
ancillary benefits we get in terms of
promoting financial stability. We sim-
ply lend the use of our funds to the IMF,
and we earn interest on all of our quota
resources. So, it is not foreign aid in the
sense that most people think it is.

Does the IMF need to reevaluate its
internal organization in an attempt to
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promote greater transparency and open-
ness in its operations?

Yes. The United States has had a
campaign, at least the Clinton Admin-
istration has had a strong campaign,
and an effective campaign, to increase
the Fund's transparency and open-
ness of its operations. If you check the
IMF website now, there are vast
amounts of information available. For
example, the Fund makes available
policy papers, descriptions of pro-
grams, in addition to the letters of
intent of our lending programs to
Korea, Thailand and Indonesia.

We have started an independent
evaluation process that is to be made
public. The ESAF study you referred to
is an example and has been made pub-
lic. In that case, the IMF will also host
a public forum to debate the results of
the ESAF program. We are now regu-
larly, although on a voluntary basis,
releasing a summary of the staff and
Board commentary of each country's
economic policies annually. Forty to 45
countries have already agreed to have
public information noticesput out,which
are quite detailed. So, there is a lot of
information. We would like to see even
more. We think public accountability
and openness are essential for an insti-
tution that operates with public funds,
and we think greater transparency
would make the IMF a more effec-
tive institution.

In conclusion, has the IMF been a
successand what future role should it play
in the international economy?

The IMF has played a vital role in
the promotion of international financial
cooperation while leading an interna-
tional effort to help countries deal with
balance of payments problems. It pro-
vides countries with an alternative to
resorting to exchange controls and trade
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protectionism to defend their balance of
payments. It has also been a very effec-
tive institution in promoting economic
openness of markets, trade liberaliza-
tion, investment liberalization and
sound macroeconomic fiscal and mon-
etary management. Many, many coun-
tries have benefited.

The Fund has played a critical role in
helping the former communist coun-
tries make the transition from central
planning to market based economies.
That is a success story that I think is
greatly underestimated and not fully
recognized. People forget that the IMF
was the lead agency for helping Poland,
Czechoslovakia and Hungary, the Cen-
tral Asian Republics and the Baltic
States make this transition. Countries
like Poland, the Czech Republic,
Hungary and the Baltic States are
now considered great success stories.
They were most unlikely to have been
success stories without the active
IMF involvement in policy advice
and financial support.

The Georgetown Public Pol icy Review, 3:2 (Spring 1998)

What future role should it play in the
international economy? There is a ma-
jor debate on strengthening the inter-
national architecture of the interna-
tional monetary system. Certainly the
IMF is adapting to change and will
have to change more, Transparency is
one of the changes already underway. It
is becoming much more actively en-
gaged in promoting sound financial sec-
tor regulations. It is playing an increas-
ingly active role in promoting the
transparency of economic policy in coun-
tries. Its role, vis a vis private markets
and private investors, is in flux today
with the increased global integration of
private markets and the dominance of
private investors over official financing
flows. The Fund will have to adapt itself
to carry out its stabilization and policy
advisory role in the context of a global
economy dominated by private eco-
nomic actors. That is the biggest chal-
lenge for the future.

Karin Lissakers is the Executive Director for the United States at the International
Monetary Fund She has served in the position Jor thepastjiveyears. Prior to the IMF, Lissakers
lectured in International Banking andwas Director of the International Business and Banking
Program at Columbia University, School of International and Public Affairs. For two years,
Lissakers was a Sen iorAssociate at the Carnegie Endowment for International Peace and served
as Deputy Director of the Economic Policy Planning StcifJ at the State Department Jor three
years. Lissakers earned her MA at Johns Hopkins University, School ofAdvanced International
Studies, and her BA in international affairs from Ohio State University.



Interview with Representative Sonny
Callahan (R-AL), Chairman of the House

Appropriations Subcommittee
on Foreign Operations

The current economic crisis in South-
east Asia has generated an intense amount
of attention among policymakers in the
United States. The subcommittee you
chair is responsible for appropriating the
US obligation to the International Mon-
etary Fund (IMF). Do you support the
unconditional funding of the IMF?

I don't know that I support uncondi-
tional funding, but obviously a lot of
Members of Congress and alot ofpeople
in this country have concerns as to
whether or not we should be in the
IMF. A lot of responsible people, in-
cluding former Secretaryof State George
Schultz, have indicated there may be
some very serious problems with the
IMF. We have not had the opportunity
to conduct hearings on the deficiencies
of the IMF. Maybe we should, but time
is of the essence now, or sowe're told by
the Administration. Therefore, we are
not going to have the opportunity at this
time to go in depth as to what reforms
are necessary.

As you know, certain Members of
Congress have threatened to attach legis-
lative amendments to IMF funding. Is it
appropriate for the United States to con-
dition its funding upon domestic political
issues, either conservative or liberal in
origin? Do such provisions weaken the
credibility of the United States as an
economic leader?

Number one, I don't know that it
weakens our credibility. I think the sug-

gested reforms, which will no doubt be
offered through amendments, express
feelings similar to those of a great num-
ber of the nations participating in the
IMF. You must recognize we are all
trying to the get to the same end of the
road. Despite the fact that we contrib-
ute 18 percent of the IMF's funds, we
are not trying to be the kingpin on IMF
decisions. I do not think it is unreason-
able for Congress to want to impose
their views on that amount of money.
This is a lot of money.

I personally feelwe're not risking the
money, that the money is sufficiently
collateralized. I do think Members of
Congress have the right to pose ques-
tions through amendments with rc-
spect to the past history of IMF
operations. Therefore, I do think it
is appropriate for Congress to have
that role.

If other nations don't want to follow
our lead then we don't have to partici-
pate. If they want our 18 percent, they
must recognize that strings are going to
be attached. Sometimes we are going to
demand reforms in some countries re-
questing IMF loans. I think it is clear
that some of these countries need re-
forms, and if they are so desperate as to
need the transfusion of our funds, they
are going to have to make reforms. This
may be the only opportunity we have to
ensure that our demands are met.

However, I don'tthinkourviews are
going to be any different from those of
Canada or from any other nation who
contributes to the IMF. Our intent in
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these countries is to establish a democ-
racy and a free enterprise system so as
to eliminate some practices that in our
opinion, as well as the opinion of most
countries around the world, are causing
chronic problems. So, yes, I think we
have a right to do that, and I support
that right.

What is the interest of the United
States in the IMF? Is it self-interest or
otherwise?

I think we must recognize we are the
number one economic and military
power in the world. If we are going to
participate in the global economy, we
have to understand that participation
means active involvement. Who knows,
it is possible the United States might
need the assistance of the IMF some
day. For example, we may reach a situ-
ation like we did in the 1970s, when
inflation was above 20 percent, gaso-
line prices were $2 a gallon and unem-
ployment was extremely high. Who
knows which country will be next?
This uncertainty may one day re-
quire us to seek assistance through a
short-term loan in order to stabilize
an economic crrsis.

I support our involvement in the
IMF. We have the strongest economy
and the largest military in the world, and
we ought to be proud of that fact. Al-
though we are the most dominant mem-
ber in the international economy, our
obligation to the IMF is only 18 per-
cent. I think our voice is amplified more
so than the percentage would indicate.

One of thefeature articles in the spring
issue ofThe Georgetown Public Policy
Review (GPPR) evaluates the macroeco-
nomic performance of countries receiving
IMF structural adjustment assistance
over the period 1987 to 1993. The paper
concludes that structural adjustment pro-

grams have no significant eJJects in the
short term. It also concludes that in the
medium to long term, IMF policies have
only a small positive impact on the balance
of payments and no apparent influence
elsewhere.

Do you believe the present regime of
IMF structural adjustment policy is the
most appropriate method to help develop-
ing economies experiencing severe bal-
ance of payment problems? Why?

I don't know either way. I do know
that at this point it is the only train
leaving the station. Maybe we need to
devise a new system. Maybe the article
you referred to or other critics might
document very real deficiencies. That is
good. Through this process we can con-
tribute to the system by making sugges-
tions and attaching conditions on our
involvement. I don't know if the IMF is
the best thing since sliced bread, but my
observation is it's the only vehicle we
have to manage international economic
instability. By participating in this type
of institution, we can help countries
such as Mexico, Indonesia and Thai-
land, or any other country that may find
itself in an economic crisis.

The fact of the matter is that the
United States has never lost any money
by participating in the IMF. In Mexico,
we did not lose any money; in fact we
earned 5500 million in interest pay-
ments. The IMF seemed to work in
Mexico. I don't know if the reforms we
expressed at the time were ever imple-
mented, but I do know that the infusion
of cash into the Mexican economy at the
time seems to have helped. It did help
Mexico turn its economy around and
prevent a financial collapse. With this
in mind, I don't know ifit is the best way
we can do business, but in my opinion
it is the only way.
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As you alluded to, Mexico is often
hailed as an IMF successstory. However,
~ne of the feature articles in the spring
issue of the GPPR concludes that "the
general direction of structural adjust-
ment in Mexico has proven to be inca-
pable of promoting sustained economic
growth and a sustained reduction in the
inflation rate. It has negatively affected
the poorest sectors of the population and its
effects seem to be ongoing rather than
temporary, especially those concerning
income distribution."

As the most dominant member in the
IMP, should the United States be con-
cerned about recent evidence that suggests
IMF policies may not be helping the
poorest members of developing econo-
mies? Should this be a primary goal of
IMP structural adjustment programs?

I think it should be a primary con-
cern, but the paper you mentioned in-
dicates that it was not necessarily suc-
cessful to the extent we would have
wanted. I think there is evidence to the
contrary indicating that the loan pro-
gram did give the Mexican people some
favorable assistance with respect to the
immediate crisis. While the long-term
solutions may not be in place, and may
not be taking place, my perception is
that the Mexican Government did have
some success in softening the impact of
the economic crisison the poorest mem-
bers of society. So, it did appear towork.
The reforms that we hoped would come
with that have not necessarily been
implemented, but the immediate crisis
that Mexico was facing was abated.

Given the fact that many of the re-
forms sought by Congress were not imple-
mented in the Mexican loan program,
how would Members attaching legisla-
tive riders to future loan packages be
guaranteed that the countries receiving
IMFfunds willfully implement the agree-
ments?
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They can't. No matter now strict the
reforms, I don't think that you can at-
tach a permanent situation to a foreign
country. I don't think it is possible to
attach a permanent covenant to an
agreement. A country pledges to us
that they will fulfill its obligations.
We accept their word in good faith. If
they want to break the agreement,
then that's their prerogative to break
the agreement.

Agreements have been broken in
the past in this country. We made agree-
ments with the Indians. We continue to
break these agreements. That doesn't
mean that they were not entered into in
good faith. So,whatwe have to base our
decision on iswhether or not we believe
that the government requesting the
assistance is coming to us in good faith.

We can't say that five years down
the road there will not be a new govern-
ment in any given country and that that
government would not adhere to the
stipulations that were placed upon them
by suggestions in the IMF loan. We
can't force them to keep a commitment,
butwe can extract from them a commit-
ment to do that. If they break that
commitment, we have to take that into
consideration the next time they get
into financial trouble. Well, we told you
last time to do this, but you didn't do it.
So, if they fulfill 90 percent of the agree-
ment and fail to comply with all of the
human rights elements that we will no
doubt throw in there, then we have
resolved our primary concern-to shore
up a failing economy. If we do not
accomplish every facet of the agree-
ment, we're still accomplishing our main
mission. This doesn't stop us from still
being concerned about some of the
problems, but we just can't extract a
commitment that is so binding on a
country and insist it must obey that
binding restriction after you give them
the money.
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The IMF may not be the best route,
but at this point it appears to be the only
route. Itis certainly something mycom-
mittee will look at. Some of my Mem-
bers, such as Rod Frc1inghuysen, have
studied this issue in-depth, far more in-
depth than I have. He has suggested
that we take all of the people who have
written these papers and bring them
before the committee, listen to them
and ask them if they have an alternative
solution and maybe come forth with
some reforms. I don't know. At that
point, we should bring in the IMF
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principles and have them explain to us
some of the criticisms of the institution.

This is not a popular thing in my
district. People rightfully say, 'Why cut
back on Medicaid and give the Indone-
sians $18 billion?" How can you justify
that? So, you have to recognize that the
chief of our democracy, elected by the
majority of the people in the country,
has told us, as Members of Congress,
that ifyou don't do this, people are going
to suffer. While that may be over sim-
plifying the situation, that is the posi-
tion we are in.

Representative Sonny Callahan (R -AL) is Chairman of the House Appropriations
Subcommittee on Foreign Operations. He is currently serving his seventh term in Congress.
The Foreign Operations Subcommittee hasfUnding jurisdiction over the United Nations,
international financial institutions and allforeign aidprograms.



Interview with Senator Rod Grams
(R-MN), Chairman of the Senate Banking
Subcommittee on International Finance
The current economiccrisis in South-

eastAsia hasgeneratedan intenseamount
of ~ttention among policymakers in the
Un~ted States. The subcommittee you
cbair hasjurisdiction regardingfunding
for the US contribution to the Interna-
tional Monetary Fund (IMF). Do you
support the unconditionalfunding of the
IMF?

I support the $3.5 billion in New
Arrangements to Borrow (NAB) and
$14 billion quota increase to the IMF
that wewere able to attach to the Emer-
gency Supplemental. While it would
have been preferable to support this
funding without any conditions, I sup-
ported the effort by Senators Hagel,
R?berts and myself to draft a compro-
ll_llseset of conditions that would pro-
VIdemore transparency in the IMF as
well as ensure future IMF loan pack-
ageswould include certain reforms such
as living up to trade commitments and
preventing unsound loans. There are
clements of the compromise package I
~o not support, such as the language
lInking future disbursement of IMF
loan funding to ending all subsidies.
Progress must be made in the confer-
ence committee to ensure the reform
package is achievable and will not hold
up release of the funds.

As you know, certain Members of
Congresshave threatened to attach legis-
lative amendments to IMF funding. Is it
appropriatefor the United States to con-
~ition itsfunding upon domesticpolitical
tssues, either conservative or liberal in
origin? Do such provisions weaken the

credibility of the United States as an
economic leader?

There were many, many efforts to
attach conditions beyond what were
included in the Hagel-Grams-Roberts
package. Fortunately, most of them were
rejected. The IMF has 182 members.
It is not possible for each member to
impose conditions based on domestic
political needs without threatening the
purpose of the institution. It is likely the
package we have passed in the Senate
also sends a negative message to the
IMF, but I believe many of our allies
have become accustomed to US de-
mands. The alternative here appeared
to be no funds at all. Again, I am com-
mitted to releasing the funds as soon as
possible and without conditions that
will delay or prevent that release.

What is the interest of the United
States in the IMF? Is it self-interest or
otherwise?

Countries join multilateral institu-
tions first for their own self-interest.
Certainly, the US cannot be entirely
isolated from major financial crises,par-
ticularly if any crisis would spread.
There is also the interest in helping
other nations facing default to restore
investor confidence aswell as to include
needed structural reforms in their sys-
tems through the leverage of the loans.
There are also national security inter-
ests for the US in maintaining stability
in these countries. Further, I believe the
US has a responsibility to maintain its
leadership role in the world which would
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be diminished if we were to opt out of
multilateral institutions such as the IMF.

One of thefeature articles in the spring
issue ofThe Georgetown Public Policy
Review (GPPR) evaluates the macroeco-
nomic performance of countries receiving
IMF structural adjustment assistance
over the period 1987 to 1993. The paper
concludes that structural adjustment pro-
grams have no significant effects in the
short term. It also concludes that in the
medium to long term, IMF policies have
only a small positive impact on the balance
of payments and no apparent influence
elsewhere.

Do you believe the present regime of
IMF structural adjustment policy is the
most appropriate method to help develop-
ing economies experiencing severe bal-
ance of payment problems? Why?

I believe that recently the IMF has
designed more appropriate structural
adjustment policies. Certainly, there
was criticism of some of the programs
during the 1987 to 1993 period. I am
hopeful that the Asian packages will
work better, and there is some evidence
that they have, at least in Korea. The
IMF has to react quickly to impending
default in its program countries and
often has to impose tough temporary
measures designed to reverse that trend,
and the structural reforms are designed
to ensure countries won't make the same
mistakes in the future. The initial poli-
cies are designed to prevent default and
restore investor confidence, so I am not
sure we expect to see a short-term im-
pact on a country's balance of pay-
ments. Countries accepting IMF loan
packages have to go through some pain
of reshaping their economies to work
better in the future. We expect the
IMF to enforce those commitments,
since they will prevent a return for fu-
ture loan packages.

Mexico is often hailed as an IMF
success story. However, one of the feature
articles in the spring issue of the GPPR
concludes "the general direction of struc-
tural adjustment in Mexico has proven to
be incapable ofpromoting sustained eco-
nomic growth and a sustained reduction
in the inflation rate. It has negatively
affected the poorest sectors of the popula-
tion and its effects seem to be ongoing
rather than temporary, especially those
concerning income distribution."

As the most dominant member in the
IMP, should the United States be con-
cerned regarding recent evidence that
suggests IMF policies may not be helping
the poorest members of developing econo-
mies? Should this be a primary goal of
IMF structural adjustment programs?

I don't believe the IMF should be
involved in income distribution, worker
rights, human rights or other policies
better addressed in other forums. The
IMF is there to prevent default, restore
investor confidence and help countries
themselves grow out of their crises by
imposing structural reforms that will
help them improve their economies.
Once countries are back on their feet,
they can continue the growth that im-
proves the lives of all of their people.

The current economic crisis in Indo-
nesia and Southeast Asia threatens to
destabilize the political environment in
the region. Is this a potential national
security threat to the United States? Ifso,
has the international economy become an
integral part of US foreign and national
security policy?

As mentioned earlier, US foreign
policy and national security interests
are affected by any instability resulting
from economic crises of other countries.
The instability in Indonesia could
spread and exacerbate serious national
securityconcerns.While the tough medi-
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cine of the IMF package may prompt
instability as it may have in Indonesia,
structural reforms are critical. Hope-
fully, the IMF will continue to work
with Indonesia to make their transitions
as painless as possible under these very
difficult circumstances.

Since the conclusion of World War II,
the United States has played the role of
global economic leader. Even in a post
Bretton Woods environment, the United
States actively promotes a policy of inter-
national financial stability by using
American money to bailout troubled econo-
mies. Is this an appropriate use of US
taxpayer dollars? Furthermore, should
the United States and the IMF be con-
cerned regarding the problems associated
with moral hazard when investors and
their banks are protected from bad loans
and risky investments?

Certainly the moral hazard of grant-
ing these loans is something that con-
cerns me. However, the loans are al-
ways attached with tough conditions,
including structural reforms that are not
always politically easy to sell. The fact
that the IMF steps in at all is an admis-
sion of defeat by a government-one
that is not easilyor quicklymade. There-
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fore, I think the moral hazard argument
is not a serious one. There have not
been massive bailouts. Financial insti-
tutions and companies have been closed
in the Asian countries. Commitments
to avoid bad loans and crony capitalism
have been made. The structural re-
forms require changes in how those
countries have done business for de-
cades. The US does have an interest in
participating in IMF efforts to address
these crises. We haven't lost a dime yet
at the IMF-all has been repaid with
interest, so there hasn't been a budget
impact.

In conclusion, has the IMF been a
successand should the United States con-
tinue to participate in the institution?

The IMF has been controversial
and secretive, but I think we have and
will make progress on ensuring it will
work in a better and more transparent
manner. The US has to playa stronger
role to help the IMF be more effective.
I'm not sure we have always done that
in the past. It is in our interest and the
interest of all member nations that the
US continues to participate in and im-
prove that institution.

Senator Rod Grams (R -MN) isChairman ofthe Senate Banking, Housingand Urban
Affairs Subcommittee onInternational Finance. Senator Grams isin hisfirst term in the Senate.
He previously served two terms representing Minnesota's Sixth District in the House of
Representatives. In July 1996, Senator Grams was appointed by President Clinton and
confirmed by the Senate to serve as a Congressional Delegate to the 51't Session of the United
Nations GeneralAssembly.



Interview with Representative
Michael Castle (R-DE), Chairman of the
House Banking and Financial Services

Subcommittee on Domestic and
International Monetary Policy

The current economic crisis in South-
east Asia has generated an intense amount
of attention among policymakers in the
United States. The subcommittee you
chair has jurisdiction regarding funding
for the US contribution to the Interna-
tional Monetary Fund (IMF). Do you
support the unconditional funding of the
IMF?

I accept that the world's economies
are increasingly interconnected, and my
instinct is to support our international
commitments to the International Mon-
etary Fund and other international fi-
nancial institutions because they are
generally in our national interest. How-
ever, the Administration's request of
Congressional support for US partici-
pation in the IMF quota increase and
New Arrangements to Borrow (NAB)
present us with an opportunity to exert
substantial leverage to insist upon real
reforms that would help protect us from
a repetition of this situation in a few
more years.

As you know, certain Members oj
Congress have threatened to attach legis-
lative amendments to IMF Junding. Is it
appropriate for the United States to con-
dition itsJunding upon domestic political
issues, either conservative or liberal in
origin? Do such provisions weaken the
credibility oj the United States as an
economic leader?

I support significant reforms at the
IMF-the kind of real, lasting reforms
that take time and commitment to
achieve. Likewise, I support additional
reforms outside the narrow framework
of the IMF to help promote safety and
stability in the international financial
system. Both of these objectives require
a long-term commitment by Congress
and the Administration. They require,
as well, recognition that the US reform
agenda must be pursued in a multilat-
eral context.

What is the interest of the United
States in the IMF? Is it self-interest or
otherwise?

The IMF has been central to efforts
by the US and other countries to contain
and stabilize the financial contagion in
Asia. As the world's largest economy
and the greatest beneficiary of the open
international economic and financial
system, the US has a major stake in the
continued viability of the IMF. It is in
the US national interest to support in-
stitutions like the IMF that can effec-
tively respond to widespread liquidity
problems and provide financial support
for ongoing economic reforms in coun-
tries that are important to our interests.

One of thefeature articles in the spring
issue ofThe Georgetown Public Policy
Review (GPPR) evaluates the macroeco-
nomic performance of countries receiving
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IMF structural adjustment assistance
over the period 1987 to 1993. The paper
concludes that structural adjustment pro-
grams have no significant effects in the
short term. It also concludes that in the
medium to long term, IMF policies have
only a small positive impact on the balance
of payments and no apparent influence
elsewhere.

Do you believe the present regime of
IMF structural adjustment policy is the
most appropriate method to help develop-
ing economies experiencing severe bal-
ance of payment problems? Why?

In general, the IMF has played a
constructive role in helping a broad
spectrum of countries achieve macro-
economic stability and lay the ground-
work for sustainable growth. For ex-
ample, the Fund's performance in
transition countries like Poland and
Estonia has been impressive. Likewise,
Argentina's structural reforms and de-
feat of hyperinflation could not have
been accomplished without IMF assis-
tance. While the IMF's track record
outside of traditional standby and ex-
tended fund programs is more contro-
versial, it is worth noting that Uganda
has made an impressive transformation
since agreeing to several ESAF -sup-
ported economic reform programs in the
late 1980s.

Mexico is often hailed as an IMF
success story. However, one of the feature
articles in the spring issue of the GPPR
concludes "the general direction of struc-
tural adjustment in Mexico has proven to
be incapable ofpromoting sustained eco-
nomic growth and a sustained reduction
in the inflation rate. It has negatively
qfJected the poorest sectors of the popula-
tion and its effects seem to be ongoing
rather than temporary, especially those
concerning income distribution."

As the most dominant member in the
IMP, should the United States be con-

cerned regarding recent evidence that
suggests IMF policies may not be helping
the poorest members of developing econo-
mies? Should this be a primary goal of
IMF structural adjustment programs?

It should be remembered that both
in its response to the crises in Asia and
Mexico, the purpose ofIMF -led stabi-
lization plans were to restore confi-
dence in financial markets. Without a
restoration of confidence, there cannot
be a recovery in growth and investment.
Having said that, the US is and should
be concerned that IMF strikes the right
balance on the need to stabilize mar-
kets, on the one hand, and the impera-
tive of avoiding a collapse of domestic
demand, on the other. I believe the US
should seek to ensure that IMF pro-
grams are designed with the objective of
achieving the fastest possible return to
growth, and to ensure that necessary
economic adjustments do not come at
the expense of the poor. In addition,
where appropriate, the multilateral de-
velopment banks should be utilized to
help improve social safety nets.

The current economic crisis in Indo-
nesia and Southeast Asia threatens to
destabilize the political environment in
the region. Is this a potential national
security threat to the United States? Ifso,
has the international economy become an
integral part of US foreign and national
security policy?

In general, international economic
issues and the international financial
institutions have been an integral ele-
ment of US national security strategy
since the dawn of the postwar era. The
rapid globalization of financial markets
and increasing integration of the world
economy has only strengthened this
linkage, as demonstrated by the Mexi-
can and Asian financial crises.America's
national security is closely linked to
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peace and stability in the Asia- Pa-
cific--a region where we have fought
three wars in the last half century. Asia's
economic vitality is also critical to our
own prosperity. Approximately one-
third of US exports go to Asia, and in
recent years the Far East has accounted
for nearly half of US export growth. If
this trend reverses, a loss of American
jobs and a slowdown in global growth
could occur. There is also a risk that
economic and social instability in Asia
and possibly other developing markets
could threaten the model of develop-
ment that all Americans prefer-open,
more democratic societies coupled with
open competitive economics. In addi-
tion, a cold-shouldered response by the
US to events in Asia would sow the
seeds of doubt about our long-term
commitment to remain engaged in
the region.

Since the conclusionof World War IL
the United States has played the role of
global economic leader. Even in a post
Bretton Woodsenvironment, the United
States activelypromotes apolicy of inter-
national financial stability by using
American moneytobailout troubledecono-
mies. Is this an appropriate use of US
taxpayer dollars? Furthermore, should
the United States and the IMF be con-
cerned regarding the problems associated
with moral hazard when investors and
their banks areprotectedfrom bad loans
and risky investments?

I believe the risks of failing to re-
spond to the Asian crisis-the risks
for the US economy, the stability of
US and world financial markets and
Our broader national security-sub-
stantially exceed the risks of action.
Utilizing the IMF and other interna-
tional financial institutions helps
ensure that multilateral mechanisms
are in place to deal with these threats
to the international financial system
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so that the US does not end up serv-
ing as the world's lender of last
resort, possibly at great expense to
the taxpayer.

The issue of moral hazard, both
with respect to government policies
and investors, is a serious one. Strong
IMF conditionality policy helps re-
duce the moral hazard inherent in
providing short-term financial assis-
tance to governments. While greater
transparency would help reduce this
aspect of moral hazard, the more dif-
ficult issue relates to investors.

Most investors in Asian countries
hit by the crisis appear to have taken
substantial losses. However, there is
also disturbing evidence to suggest
that certain commercial banks lend-
ing in the inter-bank market have
been protected as an unintended con-
sequence of IMF lending. There is
no support in Congress for IMF bail-
outs of banks or other private inves-
tors. It is imperative that the US
explore means to improve the archi-
tecture of the international financial
system so that the massive scale of
IMF bailouts is not extended in the
future. We should take steps to im-
prove transparency so as to discour-
age unwise private lending and find
ways to more equitably share the
burden between the official and pri-
vate sectors.

In conclusion, has the IMF been a
success and should the United States
continue to participate in the institu-
tion?

The IMF helps to maintain a
stable international financial system
that promotes global economic growth
and open markets. In the last 20
years alone, world GDP has more
than quadrupled, and international
trade has increased by the same
amount. These are the conditions
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that have helped allow the US to
grow steadily and create jobs for
American workers. While far from
perfect, the IMF has generally well

served US interests. If the IMF did not
exist, in all likelihood the US would
be forced to create an analogous
institution.

Representative Michael Castle (R -DE) isa three-term congressmanfrom Delaware and
aformer governor of that state. Representative Castle is Chairman of the House Banking and
Financial Services Subcommittee on Domestic and International Monetary Policy. The
Subcommittee hasjurisdiction over the Federal Reserve's setting of interest rates, the World
Bank, International Monetary Fund and all domestic currencyand coinage issues.Represen-
tative Castle is a graduate of the Georgetown University Law School.



Distributional Impacts ofIMF -Supported
Economic Reforms:

A Case Study of Mexico

LUIS BANCK

Georgetown University

There are theoretical and empirical reasons to assume that economic reforms
supported by the International Monetary Fund (IMF) have favored the most
p:os~ero~s sec~ors of the Mexican economy in lieu of achieving a more equitable
dl~tnbutlOn of income among the majority of the population. The extent to which
this assumption istrue is tested in the present research. Previous studies investigating
the effects ofIMF -supported economic reforms on income distribution are not
conclusive. Furthermore, some scholars have argued that adjustment measures do
not have a significant impact on income distribution. Among IMF s conditionality
policies, economic liberalization is a recurrent condition for gaining access to
resources from this financial institution. At the same time, reducing inflation has
been a chief, although rarely achieved, objective of adjustment programs. The
results of this research suggest that both economic liberalization and the failure to
control inflation are factors that have strongly contributed to the concentration of
income in Mexico.

INTRODUCTION

The present work investigates the pos-
sibilitythata negative impact on income
distribution can result from reforms
meant to promote economic growth. In
particular, this analysis will be devoted
to research on the extent to which the
openness of the economy and the fail-
ure to control inflation have exacerbated
the concentration of income in Mexico,
a middle-income country that has un-
dertaken four IMF interventions in the
last 20 years. Whether in the elabora-
tion of economic theory or in the design
of public policy, neoclassical economists
offer several justifications for system-
atically understating the impact of
economic liberalization on the distribu-
tion of income among a population
(Krugman 1994). These understate-
ments have been especially prevalent
since the demise of the utopian equality
represented by the Communist devel-

opment model and the end of the Cold
War. In this context, the rise of the
'Washington consensus" on economic
liberalization brought a new set of eco-
nomic dogmas to the world characterized
by state discredit and market deifica-
tion. This new economic doctrine
generally calls for measures of monetary
and credit contraction, as well as fiscal
austerity. These policies-collectively
known as the "monetarist approach"-
are commonly supported by the IMF in
countries with balance of payments
problems. The three-pronged IMF
approach designed to foster economic
growth in developing countries typi-
cally includes measures to restrain
demand in order to reduce consump-
tion of imports and lower inflation; the
liberalization of the economy through
the elimination of tariff and non-tariff
barriers; and the release of external
finance to support the reforms. Arecent
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empirical study reveals that the effects
of structural adjustment programs on
growth and inflation have been mini-
mal (Shadler 1995). At the same time,
empirical evidence of the effects of
market-oriented reforms on income dis-
tribution is not conclusive. While some
studies contend that structural adjust-
ment programs have regressive impacts
on the distribution of income (johnson
and Salop 1980, Foxley 1981), other
scholars likeAltmir(1985) andAddison
and Demery (1985) argue that eco-
nomic reforms do not have a tendency
to augment or diminish wealth concen-
tration. This holds true even when the
social cost seems evident by itself and
when there is enough theoretical evi-
dence to suggest that structural
programs have a regressive impact on
income distribution.

The first section of this paper in-
cludes a review of the role the IMF
plays in promoting structural adjust-
ment in countries that borrow from its
facilities. This part will provide an over-
view of the history of the institution, its
role and policies and the lines of criti-
cism that occur most frequently in
appraisals of its work. The second sec-
tion reviews empirical studies that
examine the effectiveness ofIMF -sup-
ported economic stabilization programs.
The third section introduces acase study
of Mexico. In order to assess the rela-
tionship between economic reforms and
the concentration of income in Mexico,
the fourth and fifth parts of the research
include an econometric analysis and its
results. Finally, the last section contains
the conclusions and policy recommen-
dations based on the research.

OVERVIEW OF THE IMF
Pledged to promote exchange stability
and maintain a productive world eco-
nomic environment, the IMF seeks to
facilitate the balanced expansion and
growth of international trade, raise lev-

els of income and employment and
develop the productive resources of all
its members. These objectives are to be
accomplished through consultation and
collaboration, as well as by assisting
members with balance of payment
problems (IMF 1997).

In 1977 Johannes Witteveen, then
Managing Director of the IMF, stated
that the stabilization policies imple-
mented by the IMF were widely
accepted by academics, economists and
policymakers (Aghevli 1977). By 1995,
50 years after the IMF came into exist-
ence, several voices from developing
countries, academia and even Wash-
ington, DC, claimed that the IMF had
failed to accomplish its objectives
(Whalen 1995). Today, this interna-
tional financial organization faces
criticism that it is a top-down central
planning agency that has deviated from
its original purposes and instead serves
the political and financial interests of
Washington and Wall Street. Even
more extreme charges claim that the
IMF programs promote social disinte-
gration, economic stagnation, debt crises
and unemployment in the Third World
(Bandow 1994).

Historic Origins
The origin of the IMF lies in the

Great Depression. In the 1930s, many
countries attempted to maintain do-
mestic income in the face of shrinking
markets through the competitive de-
valuation of their currencies and by
adopting exchange and trade restric-
tions. These measures could achieve
their objectives only by aggravating the
difficulties of trading partners who, in
self defense, were forced to resort to the
same policies. There was a growing
recognition of the largely self-defeating
nature of these "beggar my neighbor"
policies at the country level, and of their
contribution to lower trade and employ-
ment and a less efficient allocation of
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resources at the global level. This re-
sulted in a widening acceptance of the
need for an agreed code of conduct in
international trade and financial mat-
ters. Considerable work on the design
of an open and stable monetary system
was accomplished during W orId War
II. Agreement on the constitution and
functions of an international institution
to supervise and control this system was
reached by the delegations of 44 coun-
tries at the United Nations Monetary
and Financial Conference held at
Bretton Woods, New Hampshire, on
July 1-22,1944. The IMF came into
existence on December 27,1945
(Hooke 1983).

Role of/he IMF
The IMF is an intergovernmental

organization with three major functions:
regulatory, financial and consultative.
In its regulatory aspect, it is the guard-
ian of a code of good behavior in the
international payments sphere. In its
financial aspect, it is an agency with
resources available for short- to me-
dium-term lending to national monetary
authorities in order to meet balance of
payments deficits. In its consultative
aspect, it provides a center for interna-
tional cooperation and asourceofcounsel
and technical assistance to its members
(Fleming 1964).

Policies of the IMF
The IMF lends money to member

nations that are having trouble meeting
international financial obligations but
only on the condition that the borrower
country undertakes economic reforms
to eliminate these difficulties. The
IMF's condi tionali ty policies, the terms
on which it lends, have two main objec-
tives-improving the balance of
payments and reducing the inflation
rate. These objectives are viewed as
necessary to achieve sustained eco-
nomic growth.
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Excess demand is perceived as the
most important cause of inflation, cur-
rency overvaluation and payments
difficulties. The expeditious elimina-
tion of excess demand is viewed as an
essential condition for restoring pay-
ments equilibrium. This position has
often been referred to as the "monetar-
ist approach." Monetarist policies
generally call for control of the money
supply, reduction of the government
deficit, exchange rate devaluation, de-
regulation of prices, reduction of
consumer subsidies and elimination of
tariff and non-tariff trade barriers
(Foxley 1981).

IMF -stabilization programs con-
sider three central elements. The first
element consists of policies that con-
strain total demand, with a consequent
reduction of imports and the overall
level of production. These policies in-
clude measures of monetary and credit
contraction, as well as fiscal austerity.
The second clement is comprised of
policies that act on the supply side
through economic liberalization and
manipulation of relative prices through
monetary and exchange rate policies.
The acquisition of new debt in order to
restructure and support the implemen-
tation of structural reform and the
policies of stabilization is the final ele-
ment of IMF -stabilization programs
(Bustelo 1987).

Criticisms of the IMF
While the critics of structural adjust-

ment in recipient countries contend that
adjustment has not produced signifi-
cant positive growth effects and has
primarily harmed the poor, the propo-
nents of structural adjustment programs
point to even stronger economic decline
and worse social effects in a non-adjust-
ment scenario. In general, the IMF has
been accused of adopting a doctrinaire
monetarist approach and being insen-
sitive to the individual situations of
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borrowing countries. Specifically, the
IMF has been accused of imposing
unreasonably onerous conditions, be-
ing ideologically biased in favor of free
markets and even perpetuating depen-
dency. The IMF disputes these
accusations, stating that it is not driven
by sinister motives nor professionally
incompetent in overlooking preferable
adjustment strategies, but rather, re-
ceives negative publicity primarily
because its job involves confronting
countries with unpleasant realities
(Williamson 1983).

On the other hand, the design of the
IMF -supported programs has been
criticized for being too short (one to
three years) in light of the structural
reforms they pursue. Critics also point
to the prevalence of macroeconomic
policies overpolicies with specificobjec-
tives for targeted sectors of the economy
and to the persistent failure to consider
the effects of such policies on the distri-
bution of income or its impact on
vulnerable social groups.

EMPIRICAL EVIDENCE ON THE
EFFECTS OF IMF -SUPPORTED
ECONOMIC REFORMS

As previously discussed, the condition-
ality policies of the IMF seek to promote
exchange stability and maintain a pro-
ductive world economic environment.
The IMF intends to achieve these ob-
jectives mainly by improving the position
of the balance of payments, liberalizing
the economy and reducing the rate of
inflation in countries that borrow from
its facilities.

Although a more equal distribution
of income within a population is not
explicitly stated as a goal or mission of
the IMF, it is consistent with its objec-
tive of "raising the levels of income and
employment and developing the pro-
ductive resources of all its members"
(lMF 1997). The opposite result-
concentrating the distribu tion ofincome

among the population-is unthinkable
as an explicit goal, and therefore, it
is reasonable to assume that the
IMF would be in favor of promot-
ing a more equal distribution of
assets and opportunities.

Taking the former as given, the cru-
cial question can then be stated as
follows: How effective have IMF -sup-
ported economic reforms been in
achieving sustainable growth, reducing
inflation and improving the distribution
of income within the populations of
member nations?

Effects of IMF-Supported
Economic Reforms on
Growth and Inflation

Khan and Knight studied the rela-
tionship between policies that constrain
demand and economic growth and con-
cluded that "whereas the magnitude of
the effects may vary, the policies of
monetary and credit contraction will
bring a decrease in the rate of growth
during the first year of its implementa-
tion. Additionally, if this implies a
reduction in the amount of credit to the
private sector, empirical evidence shows
that the formation of private capital and
possibly the rate of growth in the long
run will be adversely affected" (1985,
24). On the other hand, the authors
point out that evidence on the effects of
policies that act on the supply side has
demonstrated that the relative changes
in domestic prices-with respect to
those abroad-have positive effects on
the rate of growth. The authors argue
that these beneficial effects are condi-
tional to the availability of capital for
investment and, in any case, will be
seen only in the medium to long run
since they imply a large degree of re-
structuring in domestic production.

Any effort to analyze the effects of a
group of adjustment policies on eco-
nomic growth should focus on the
specific mix of policies in terms of mea-
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sures that affect the contraction of de-
~and and the expansion of supply. The
Fiscal Affairs Department of the IMF
conducted a study that examined the
composition of the policies of78 adjust-
ment programs supported by the IMF
between 1980 and 1984. The study
concluded that demand contraction
policies were undertaken by almost all
of the analyzed countries. Limits to
credit expansion were applied in 99
percent of the cases, restrictions to gov-
ernment spending in 91 percent, wage
restrictions in 60 percent and reduction
of the fiscal deficit as a percent of Gross
Domestic Product (GDP) in 83 per-
centof the cases.Conversely, the policies
that act on the supply side of the
economy, with the objective of stimu-
lating growth, were undertaken with
less frequency. Price policies were in-
troduced in 40 percent of the cases,
policies on the exchange rate in 54
percent of the programs and develop-
ment and budget restructuring policies
were implemented in 65 percent of the
cases (IMF 1985).

Five years later, Khan (1990) stud-
ied the macroeconomic effects of
Fund-supported Adjustment Pro-
grams. He found statistically negative
effects of IMF -supported programs on
economic growth in the short and me-
dium run. The achievement of
macroeconomic stability is found to have
a positive impact on long-run economic
growth in countries supported by Stand-
by arrangements of one year and
Extended arrangements lasting three
years.

In contrast to Khan's findings, a
recent IMF study by Schadler (1995)
examined the effectiveness of IMF-
supported economic stabilization
programs in 36 middle-income coun-
tries. This investigation concluded that
improvements were large in the exter-
nal sector while developments in the
domestic economy were "less impres-
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sive." Regarding inflation, a few coun-
tries achieved dramatic reductions from
very high initial rates, but many contin-
ued to experience moderately high
inflation; some even sawupward trends.
Few, if any, countries shifted to a dis-
tinctly more rapid pace ofgrowth backed
by higher saving ratios, even among the
repeat users of IMF resources. Most
worrisome of all was that few countries
saw any increase in the overall invest-
ment ratio.

Effects of IMF-Supported
Economic Reforms on Income
Distribution

Johnson and Salop (1980) identify
several factors that influence the distri-
butional impact of adjustment
programs. Currency devaluation, ac-
cording to their argument, can be an
important factor influencing the distri-
butional component of adjustment
policies. However, the effect of devalu-
ation canbe influenced by two important
intervening variables. First, concen-
trated ownership in the export and
import substitution sectors can be ex-
pected to lead to the concentration of
income after devaluation, as profits in
these sectors increase in response to
new price incentives.

Conversely, decentralized patterns
of ownership in these sectors will likely
lead to a progressive distribution of
income. Johnson and Salop (1980)
point to the example of Ghana, where
the export sector is largely agrarian and
basically dominated by small-scale co-
coa farmers. In this case, they argue, the
distributional effects of devaluation
would tend to be fairly egalitarian. In
contrast, in Bolivia, where only a hand-
ful of mineral producers account for 85
percent of all exports by value, devalu-
ation would tend to be quite regressive.
Perhaps the most important point made
by Johnson and Salop refers to the
choice offiscal policy instruments. They
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stress that some distributional effects
are inevitable, although the direction of
the effects depends completely on the
choice of policy instruments. They ar-
gue, "[T]he authorities are not totally
free to determine how the burden of
increased taxes and decreased fiscal
benefits is to be borne" (johnson and
Salop 1980, 16). Rather, the choice of
policy instruments will be influenced by
the political power of various income
groups and by the authority's percep-
tion of the origin of the balance of
payments problems and the effects of
different policy instruments. Further,
the authors suggest that opposition to
regressive fiscal policies from the poorer
sectors is generally viewed by the state
as less threatening to state security than
opposition from other groups in society,
particularly elite groups.

FoxIey (1981) outlines several ways
in which particular adjustment policies
can promote regressive income move-
ments. First, deregulation of prices can
affect money holders in the likely event
that prices would increase, acting as an
effective tax on the poorer segments of
the economy. This is especially true
since the poor are more likely to hold
assets in the form of money than are
wealthier people. Secondly, deregula-
tion of interest rates can make it
increasingly difficult for small- and
medium-sized firms to gain access to
credit. Large, more established firms,
particularly multinationals, are more
likely to gain access to foreign capital
markets, where interest rates are often
lower than those prevailing in domestic
markets after deregulation. This, FoxIey
argues, can lead to an increased con-
centrationofassets. Thirdly, in the event
that nominal wages are held relatively
constant by restrictions imposed by the
government, currency depreciation can
lead to a decline in real wages as the
price of traded goods approaches the
price of non-traded goods, raising the

overall price of goods. Finally, he states
that fiscal policies involving the reduc-
tion of education, housing, health and
consumption subsidies can dispropor-
tionately hurt middle- and
lower-income groups. In addition, re-
ductions in government investment
projects can result in the loss ofpotential
jobs for poorer, less-skilled laborers.
Foxley concludes that the distribu-
tive consequences offiscal adjustment
really depend on the particular in-
struments chosen. The imposition of
export taxes, for instance, would be a
progressive measure because it would
be more likely to affect wealthier com-
modity exporters. Foxley presents
evidence from the Southern Cone in
South America, however, that suggests
that regressive-type policies have gen-
erally been favored by the IMF over
more progressive policies. Reinforcing
this conclusion, the IMF states that 76
percent of the programs supported by
the IMF between 1980 and 1983 in-
cluded increases in indirect taxes while
only a 13 percent tax increase was reg-
istered on capital gains (johnson and
Salop 1980).

In an attempt to explain the general
bias towards selecting regressive-type
policies, FoxIey (1981) says that the
answer lies in the nature of the long-
term development favored by the regime
in power. He contends that authoritar-
ian regimes have favored a reduced
public sector and an increased role for
private investment, with a concomitant
decrease in private domestic consump-
tion. Poorer groups, he explains, tend to
take the brunt of government attempts
to reduce consumption. A study con-
ducted by Altmir (1995) analyzes the
joint effects of economic crisis and ad-
justment measures in five countries of
Central America and Latin America
during the period 1979 to 1982 and
finds little variation on income distribu-
tion. Killick (1984), after reviewing
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several available studies, concludes that
adjustment programs "have complex
effects on income distribution and it is
not probable that they have a tendency
to augment or diminish wealth concen-
tration." Others (Addison and Demery
1985, Helleiner 1985) arrived at simi-
lar conclusions from a theoretical-
rather than a quantitative-perspec-
tive.

A CASE STUDY OF MEXICO

From the mid 1950s to the end of the
1970s, Mexico was a financially stable
country with high growth and relatively
low inflation. Those were the times of
the "Mexican Miracle," when GDP
growth rates averaged more than six
percent per year. Such high growth was
possible primarily due to the increasing
oil prices that generated additional
export revenues for the Mexican
government.

Expansionary policies were adopted
under the economic boom, setting the
groundwork for later fiscal deficits and
an overvalued currency. In the early
1980s, two international factors trig-
gered an economic crisis that was
aggravated by the internal weakness of
the Mexican economy: a rise in world
interest rates and a fall in oil prices. In
this context, Mexico's oil revenues were
sharply reduced, while its foreign debt
increased severely. Because of the so-
cial hardship and the negative economic
growth of the years to come, the 1980s
are now known as the "lost decade."

Mexico's urgent need for foreign
financial assistance and the exposed
failure of their inward-looking develop-
ment strategy signaled that economic
reform was necessary in Mexico. Under
the conditions set by the IMF in order
to provide financial assistance, a strong
adjustment program was undertaken.
The era of free markets and small gov-
ernments replaced the former era of an
interventionist state and a corporatist
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society. From then on, political dis-
course emphasized the need for being
"modern" over the traditional convic-
tion of acting in "defense of the national
sovereignty" (Banckand Ellstein 1995),
reflecting the shift from a traditionally
closed economy to an export-oriented
development strategy.

As part of the adjustment process,
the participation of the government in
the economy fell from 50 percent of
GDP in 1982 to less than 25 percent in
1994. The Mexican government imple-
mented virtually all of the adjustment
policies promoted by the IMF: reduc-
tions in public expenditures (including
social services), elimination or targeting
of subsidies, tax reform, restriction of
credit, privatization of most state enter-
prises, trade liberalization, devaluation,
removal of barriers to foreign invest-
ment and "competitive" wages.
Privatization and deregulation con-
tributed to a steep concentration of
income and wealth, a trend that ran
counter to the imperative of creating a
strong domestic market as a pre-condi-
tion for sustained economic growth.

In what analysts term a trickle-up
process, there was a massive transfer of
resources from the salaried population
to owners of capital, and from public
control to a few private hands. As a
consequence, over the past decade, the
already large gap between the rich and
the poor in Mexico has widened. The
richest 20 percent of the population
received 54.2 percent of national in-
come in 1992, up from 48.4 percent in
1984. The income of the poorest 20
percent fell from 5.0 percent in 1984 to
4.3 in 1992.

To illustrate the extreme concentra-
tion of income, about 20 percent of the
population-17 million people in ex-
treme poverty-subsist on incomes of
less than $350 per person per year. The
assets of the richest man in Mexico,
Carlos Slim, total $6.6 billion; that is
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more than the annual income of the
poorest 17 million people combined
(Heredia and Purcell 1996). This
trickle up process reflects the fact that
the income held by the wealthiest ten
percent of households in Mexico (when
households are ranked by their total
income) has increased more than 260
percent in the last 30 years. Conversely,
the income of the poorest decileofhouse-
holds has decreased 35 percent over the
same period of time. The distribution of
income in Mexico from 1950 to 1989 is
illustrated in Table 1.

What follows is a multivariate re-
gression analysis designed to assess the
extent that changes in the concentra-
tion of income in Mexico from 1958 to
1988 can be explained by economic
reforms, population growth and the in-
flation rates observed in that country.

ECONOMETRIC MODEL AND
STRATEGY

Model
Both theory and empirical evidence

suggest that IMF -supported economic
reforms have favored the most prosper-
ous sectors of the Mexican economy
rather than achieve a better distribution
of income among the majority of the
population. To what extent this hy-
pothesis is true is examined in this
research, using an Ordinary Least
Squares (OLS) time series regression.
This econometric method incorporates
three main variables to explain the con-
centration of income in Mexico:
economic reforms, population growth
and inflation rates. This is illustrated in
Figure 1.

Years f-Iowest income highest income-s

1950 2.43 3.17 3.18 4.29 4.93 5.96 7.04 9.63 13.89 10.38

1958 2.32 3.21 4.06 4.98 6.02 7.49 8.29 10.73 17.20 10.24

1963 1.69 1.97 3.42 3.42 5.14 6.08 7.85 12.38 16.45 13.04

1968 1.21 2.21 3.04 4.23 5.07 6.46 8.28 11.39 16.06 14.90

1970 1.42 2.34 3.49 4.54 5.46 8.24 8.24 10.44 16.61 11.52

1975 0.69 1.28 2.68 3.80 5.25 6.89 8.56 8.71 17.12 13.34

1977 1.08 2.21 3.23 4.42 5.73 7.15 9.11 11.98 17.09 12.54

1983 1.33 2.67 3.84 5.00 6.33 7.86 9.76 12.56 17.02 33.63

1984 1.90 3.13 4.17 5.22 6.45 7.98 9.86 12.26 16.60 32.43

1989 1.58 2.81 3.74 4.73 5.90 7.29 8.98 11.42 15.62 37.93

In Table 1, each number represents the percent of the income of the Mexican
population that is held by each decile of households in a particular year.
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Income Concentration
The dependent variable, income

concentration, is a measure of the per-
centage of income of the Mexican
population held by the ten percent of
households with the greatest total
household income-the group referred
to in this research as the tenth decile of
households. This variable was calcu-
lated with information taken from the
Estadisticas Historicas de Mexico
Instituto Nacional de Geografia:
Estadistica e Informatica (INEGI) data
base. Because reliable data were not
available for all years under consider-
ation, estimated values were obtained
by calculating the annual average rate
of growth of the income accruing to the
tenth decile from 1958 to 1988.

Economic Reforms
The independent variable economic

reforms is arrived at by measuring the
degree of openness of the economy,
specifically, the ratio of merchandise
exports and imports to Gross National
Product (GNP). Calculated with infor-
mation from the Basic Socio-Economic
Data of the Inter-American Develop-
ment Bank (IADB), these data cover
international movements of goods and

services across custom borders from
1960 to 1994. It is assumed that the
economy's degree of openness captures
the effect of other policies that run
parallel to trade liberalization, such as
tax reforms, deregulation of the finan-
cial market, cuts in government
expenditures and changes in the terms
of trade due to currency depreciations.

Population
The independent variable popula-

tion measures the annual rate of
population growth during the period
between 1958 and 1994. It was used
as a control variable because of the
pressure that increases in population
exert on the distribution of a country's
scarce assets. Data for this variable
were taken from the INEGI database.

Inflation
The independent variable inflation

measures the percentage change in the
average annual rate of inflation, as
measured by the growth rate of the
GDP implicit deflator. It represents the
consumer price index for Mexico from
1961 to 1994 and was taken from the
IADB database. It is assumed that the
richest sectors of society hold their as-
sets in properties like real estate or
imported vehicles, which maintain or

FIGURE 1: CONCENTRATION OF INCOME
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even increase their value in a context of
hyperinflation.

The behavior of these variables dur-
ing the time frame considered in this
research -1958 to 1988-is illustrated
in Appendix A.1

Appendix A illustrates how the con-
centration of income in the tenth decile
of households has increased from 1958
to 1988. Note the exponential increase
that occurs from 1976 to 1988. Simi-
larly, from 1960 to 1994, the degree of
openness of the economy as measured
by the ratio of merchandise exports and
imports to GNP shows a sustained
upward trend from 20 percent to more
than 30 percent. This represents a
consistent path towards economic lib-
eralization.

While the population growth rate
decreases from three percent to two
percent from 1958 to 1994, the per-
centage change in the average annual
rate of inflation rises dramatically from
the mid-1970s to the end of the 1980s.

Expected Relationships
Consistent with the previous em-

pirical and theoretical work by Foxley
(1981), Johnson and Salop (1980), but
counter to the work done by Altmir
(1985), Addison and Demery (1985)
and Helleiner (1985), the present re-
search contends that the effect of
economic reforms and high levels of
inflation have exacerbated the concen-
tration of income in Mexico.

TABLE 2. DESCRIPTION OF VARIABLES

Percent of income

Concentra-
accruing to the tenth

tion of
(or highest) decile of Dependent

19.90 9.59 30 INEGI*
households, when variable

Income
ranked by total
household income.

Openess of the

Economic
economy, as measured

reforms
by the ratio of Positive 21.21 6.10 34 IADB*
merchandise exports
and imports to GNP.

Population growth, as
measured by the
annual percentage Negative 2.64 0.49 34 INEGI
increase in the
population.

Percentage change in
the average annual rate
of inflation, as

Inflation
measured by the Positive 18.16 17.90 33 IADBgrowth rate of the
GDP implicit deflator.
It represents the
consumer price index.

"calculated
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The population variable is expected
to have a negative impact on the con-
centration of income. The rationale for
this hypothesis is the simple economic
reality of having to distribute scarce
resources among a growing popula-
tion. The expected relationships are
summarized in Table 2, which also
presents variable definitions and
descriptive statistics.

Econometric Strategy
The econometric strategy is com-

prised of three stages, as illustrated in
Figure 2. The first part utilizes both
graphical and more formal methods to
verify the expected relationship be-
tween the dependent variable and each
of the independent variables.? In the
second stage, an OLS time series re-
gression is run, the results of which are
detailed in the following section. The
third stage consists of graphical and
statistical tests to detect possible viola-
tions of the assumptions of the classical
linear regression model (CLRM).3
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ESTIMATION RESULTS

Table 3 summarizes the results of the
multivariate regression (and includes
previously reported descriptive statis-
tics). The signs of the estimated
coefficients in the regression are consis-
tent with the previously stated
theoretical expectations. All of the ex-
planatory variables are statistically
significant at the 95 percent level of
confidence and can therefore be con-
sidered true estimators of the mean
value of the dependent variable, con-
centration of income of the tenth decile.
The goodness-of-fit of the model was
found to be statistically significant at
the 99 percent confidence level. The
value of the adjusted R2(O.962) implies
that approximately 96 percent of the
variation of the concentration of income
in the tenth decile can be explained by
the variation in the degree of openness
of the economy, the rate of population
growth and the level of inflation. Al-
though it can be argued that the model
has powerful explanatory power, it is

FIGURE 2: ECONOMETRIC STRATEGY
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TABLE 3: MULTIVARIATE REGRESSION REsULTS

CoNCENfRATION OF INCOl\1E = F (ECONOMIC REFORMS,

POPULATION GROWTII, INFLATION)

Concentration
of Income 19.90 9.59

Economic
Reforms 21.21 6.10 0.421 0.661 0.189 3.493 0.002

2.64 0.49 -0.342 -6.731 1.645 -4.092 0.000

Inflation
18.60 17.90 0.258 0.138 0.052 2.647 0.014

Constant
21.220 7.171 2.959 0.007

Model Summary

R2 0.966 Standard Error of the Estimate 1.866
Adjusted R2 0.962 Significance 0.000
F 229.898

important to recognize that a high R2 is
common in econometric research in-
volving time series data.

The Variables

Economic Reforms
The coefficient of the variable eco-

nomic reforms is positive and statistically
significant. It indicates that a one per-
cent increase in the degree of openness
of the economy increases the concen-
tration of income by 0.42 percent.
Because of the size of this effect, it may
be inferred that this variable is captur-
ing the effect of other policies that run
parallel to trade liberalization. Such
policies, implemented as part of IMF-
supported economic reforms, may
include regressive tax reforms, deregu-
lation of the financial market, cuts in
government expenditures and changes

in the terms of trade due to currency
depreciations.

This finding is consistent with that
of Johnson and Salop (1980) and Foxley
(1981). These authors found regres-
sive impacts of economic reforms on
income distribution using fiscal adjust-
ment, deregulation of interest rates and
currency depreciation as proxies foreco-
nomic reforms. The variable measuring
the degree of openness of the economy
used in this research proved to be a
significant and important factor in ex-
plaining the regressive impacts of
economic reforms.

Population
The coefficient of the variable popu-

lation is negative and statistically
significant. It indicates that a one per-
cent increase in population growth has
a negative impact of 0.33 percent on the
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concentration of income of the tenth
decile group of households. This result
is consistent with the hypothesized re-
lationship. It seemsplausible that higher
levels of population growth would be
associated with greater pressures to dis-
tribute the scarce assets of the economy,
thereby reducing the concentration of
income among the wealthiest house-
holds.

inflation
As hypothesized, the coefficient of

the variable inflation is positive and
statistically significant. It suggests that
a one percent increase in the overall
level of inflation increases the concen-
tration of income of the tenth decile
group of households by nearly 0.26
percent. Consistent with the work of
Foxley (1981), the failure to control the
inflation rate negatively affects the poor,
who are more likely to hold assets in the
form of money. The richest sectors of
society hold their assets in properties
like real estate or imported vehicles,
which maintain or even increase their
value in a context of hyperinflation and
domestic currency depreciation. On the
other hand, this privileged sector has
access to international financial mar-
kets, which allow it to elude the
devaluation of the domestic currency.
Moreover, the natural aftermath of ris-
ing levels of inflation when real wages
are held constant is an increase in the
level of profits for capital owners. This
increase can be definitively diminished
with a respective increase in the price of
imported inputs for production. Con-
sidering that the concentration of income
of the tenth decile group of households
in Mexico has increased more than 260
percent in the last 30 years, it is possible
to infer that the negative impact of the
increased price of inputs has not neu-
tralized the profit increase.
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A Caveat
The magnitude of the effects of the

three explanatory variables is impor-
tant, but considering the standard
deviation of each one, it is possible to
conclude that changes in the inflation
rate and the openness of the economy
are much more likely to occur than a
change in the rate of growth of the
population. This suggests that the dra-
matic increase in the concentration of
income in Mexico can be explained
more readily by the liberalization of the
economy and the failure to control the
overall level of prices, rather than by a
decrease in the population growth rate.

CONCLUSIONS AND POLICY
RECOMMENDATIONS

In addition to the need to solve a bal-
ance ofpayments crisis, three underlying
rationales may drive any country to
engage in IMF -supported programs.
The assumption that structural adjust-
ment will create stability and promote
economic growth is the first of these
rationales. The second is that growth
will benefit the poor and thus ensure
the social compatibility of the develop-
ment strategy. The third is the belief
that social hardship, while inevitable, is
only a temporary consequence of stabi-
lization. Unfortunately, the general
direction of structural adjustment in
Mexico has proven to be incapable of
promoting sustained economic growth
and a sustained reduction of the infla-
tion rate. It has negatively affected the
poorest sectors of the population and its
effects seem to be ongoing rather than
temporary, especially those concerning
income distribution.

Regarding the promotion of growth,
previous empirical research reviewed in
this work shows how IMF -supported
economic reforms have negative im-
pacts on growth in the short and medium
term. In the long run, positive effects
may be observed if capital investment is
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available and it is possible to assume
that structural adjustment leads to
macroeconomic stability. The problem
for the Mexican case is that no one
knows the duration of the long run,
since the first IMF -supported program
was implemented more than 20 years
ago. Moreover, for reasons that are only
partially related to the economic strat-
egy supervised by the IMF, the recent
1994 crisis exposed the macroeconomic
instability and vulnerability of the
Mexican economy.

The present research argues that
IMF -supported economic reforms may
have a regressive impact on income
distribution for several reasons. It is
argued that such reforms fail to reduce
inflation and that price incentives due
to currency depreciation and economic
liberalization favor the already
wealthy-the owners of export-ori-
ented industries-and hurt the
poor-the low-wage, low-skilled work-
ers. Furthermore, the deregulation of
interest rates can lead to an increased
concentration of income among the
wealthy since small firms do not have
easy access to foreign capital markets,
and cuts in government expenditures in
health, employment, education and
other social services tend to hurt the
most needy population as well. In
addition, the brunt of regressive tax
reforms is taken by the poorer groups
whose opposition is viewed as less
threatening to state security. In particu-
lar, this research finds a strong positive
correlation between economic liberal-
ization and the overall levels ofinflation
on the concentration of income in the
wealthiest ten percent of households in
Mexico.

From the empirical evidence re-
viewed, and from the findings of this
econometric analysis, it is possible to
conclude that IMF -supported eco-
nomic reforms may have been ineffective
in promoting sustainable growth and

reducing levels of inflation and that
they may have worsened the distribu-
tion of income within countries that
borrow from its facilities. These trends
are in addition to the increased debt,
derived partly from IMF loans, that
these countries face in the midst of
severe economic, political and social
cnses.
It should be noted that even while

the demand-oriented policies were de-
signed by the IMF, it was the Mexican
government that accepted and imple-
mented the reform package.
Furthermore, social inequity, although
recently aggravated, was present in
Mexico long before the first IMF inter-
vention took place.

The objective of this work is not to
lay blame but rather, to consider the
possibility that the implementation of a
particular economic model has strong
regressive social effects and doubtful
economic accomplishments. With the
pendulum of history and the influence
of competing economic theories, politi-
cal leaders often act in favor of one
extreme or the other-the state or the
market. Be it from the left or the right of
the political spectrum, perhaps the only
constant when dealing with social wel-
fare has been the increasing gap between
the poor and the rich. In this context,
both the inward-oriented development
model and free market ideology are
inadequate; their failures lead develop-
ing countries into a cycle of recurring
crises, with sporadic macroeconomic
stability and increasing microeconomic
impoverishment. In the extreme, the
result may be a world of increasing
disparities and striking contradictions: a
world in which one man can hold assets
worth more than the combined incomes
of more than 17 million people, a world
that faces the risk of growing jobless-
ness, ineffective democracies and
polarized societies.
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The findings of this research suggest
that there is an important need for
developing countries around the world,
and for the IMF, to design a structural
adjustment model that does more than
restrain consumption capabilities for
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the sake of adjusting the balance of
payments in a quick but unsustainable
way.An important goal of such reforms
should be to strengthen the countries'
productive base and improve their dis-
tribution of income.
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ApPENDIXA CONTINUED

Population Growth
3.2%

3.0

~
~ 2.8~

...s:::
~ 2.6
0,
Cj

~ 2.4
.2
~

2.2.....
;:=

~
Cl....

2.0

1.8

00000000000000

CCCCCCCCCCCCCOOOOODOO

1950 1960 1970 1980 1990 2000

Year

Inflation
60%

50

~
40~~

~
.2
~ 30
?.......

20

10
1960 1970 1980 1990 2000

Year



Distributional Impacts ofIMF-Supported Economic Reforms

Notes

"The time frame of this research paral-
lels that of the data for the dependent
variable, 1958 to 1988. The data for each of
the independentvariables cover very similar
- although not exact -time periods, due
to limitations on the information available.
I t is assumed that the differences in the time
periods, and the missing data that result,
would not prove problematic in conducting
the econometric analysis, since there is
sufficient overlap in the time periods. This
assumption is verified in the results of the
analysis.

2Plots of the bivariate relationships be-
tween the dependent variable and each of
the independent variables confirm the
hypothesized relationships: that the con-
centration of income in Mexico ispositively
correlated with the degree of openness of
the economy--a proxy for the level of
economic reforms-and with the overall
level of prices. It is also possible to observe
a negative correlation between income con-
centration and population growth. Bivariate
regressions between the dependent and each
of the independentvariables also verify the
expected relationships. Each of the vari-
ables is statistically significant at the 99
percent confidence level.

3Specifically, zero-order correlations
were examined to determine the existence
of multicollinearity; potential hetero-
skedasticity was assessed through plots of
the squared residuals and the Breusch-
Pagan-Godfrey test; and a plot of the
standardized residuals of the regression
against time and the Durbin-Watson test
were used to assess the potential for
autocorrelation. The results of these diag-
nostic tests demonstrated that
multicollinearity, heteroskedasticity and
autocorrelation problems commonly as-
sociated with time series data are not
problematic in the specified model. It should
be noted, however, that the small sample
size may have biased the results of the
Breusch-Pagan-Godfreytest.
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IMF Structural Adjustment Programs:
An Econometric Evaluation

STEPHENANTHONY

Georgetown University

This paper examines the success of structural adjustment programs sup-
ported by the International Monetary Fund (IMF) in improving the macroeconomic
fundamentals of countries who participate in them. Structural adjustment pro-
grams are the primary internationally sponsored economic reconstruction facility
available to the poorest IMF member countries. Evaluating the effectiveness of
these programs gives a picture of the institutional efficiency of the IMF, and
demonstrates the possible welfare consequences of the failure of these programs in
low-income countries.'

This paper examines the underlying macroeconomic performance of the 54
eligible countries that chose to participate in IMF structural adjustment programs
over the period between 1987 and 1993. The short-term objectives of these
programs are to stabilize the balance of payments, lower inflation and create
conditions for long-term economic growth in recipient countries. By examining
IMF data on the balance of payments, consumer price index, fiscal budget balance
and real G DP for the periods one, two and five years after the institution of the
program, this paper assesses whether structural adjustment programs achieve their
intended aims. Furthermore, this paper provides another application to further the
econometric analysis of institutional program evaluation in the international arena.

BACKGROUND
The International Monetary Fund
(IMF) was founded in 1944 as the
institution that would oversee the fi-
nancial stabilization and development
of the capitalist system after World
War II. The British Empire, which had
underwritten international finance be-
fore the war, was now a massive debtor;
use of the British Sterling as the me-
dium of international exchange could

no longer be sustained. It was left to the
United States, as the last viable eco-
nomic superpower, to prop up the global
financial regime (based around a fixed
exchange system known as Bretton
Woods) in conjunction with the cre-
ation of the IMF to oversee the proper
functioning of that system. As a result,
the IMF was designed as a fully au-
tonomous agency of the United Nations.
The finance ministers of member coun-
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tries met annually in Washington, DC,
to set policy for the coming year. A
country's influence on policy was pro-
portional to the capital that it contributed
to the Fund.

The fundamental task of the IMF
was to promote global financial stability
and international trade by encouraging
favorable conditions for world economic
expansion. The IMF initially carried
ou t this agenda by providing short-term
loans for member states confronted by
temporary balance of payments diffi-
culties. The IMF had the power to veto
any proposed change by a member
state to its exchange rate. The IMF
was also ideally placed to reward states
that embraced liberal-capitalist institu-
tions and policies.

From the end of World War II to
1970, the US dollar, because of the
United States' economic size, strength
and stability, was the leading currency
in the fixed exchange rate system and
allowed the US to set the course of
monetary policy for all member nations.
However, by 1971 the inflationary com-
bination of the Great Society and the
Vietnam War meant that the US could
no longer simultaneously balance its
domestic economic interests and its role
as guarantor for the international capi-
talist economy. The United States
abandoned the gold standard,
thereby setting a course for an inter-
national system centered on floating
exchange rates.

As the fixed exchange rate system
collapsed between 1971 and 1974, so
did the traditional role of the IMF.
From the early 1970s, the institution
began to re-interpret and broaden its
responsibilities. It continued to act as
a watchdog of exchange rate stability,
but under a managed floating system.
The lesson of the 1930s for the interna-
tional community was that protectionism
leads to war, so the IMF was instituted
to avoid the practice. In the floating

exchange rate environment of the mid-
to late-1970s, the IMF sought to
persuade member states to avoid
constructing tariffs and trade bar-
riers which impeded the free flow
of capital and international trade.

The IMF had always loaned funds
to member countries experiencing fi-
nancial difficulties. However, in the
1970s it began to tie borrowings to the
achievement of certain objectives comple-
mentary to the free movement of capital
and trade. The money was made con-
ditional on the achievement of
macroeconomic goals suitable to cor-
recting maladjustrne nt.f These
borrowing facilities were designed to
have primarily macroeconomic effects.

One of the borrowing facilities, the
structural adjustment facility, was de-
signed as assistance for the reconstruction
of economies that have an unsustain-
able cycle of trade imbalance and debt
accumulation. This approach emerged
within the IMF during the early 1980s
as a response to the debt crisis in devel-
oping countries. The crisis was brought
about by irresponsible borrowing and
lending behaviors in international fi-
nancial markets during the 1973-1974
and 1979 OPEC oil price shocks. While
the initial call for structural adjustment
began with the debt crisis, the overthrow
of communist regimes throughout East-
ern Europe in the late 1980s and early
1990s created a demand for a blueprint
to liberalize former centrally planned
economies. Teams of technicians from
the IMF and The World Bank worked
in tandem to extend the structural ad-
justment concept to this new purpose.

In March 1986, the IMF formal-
ized its Structural Adjustment Facility
(SAF) as a means of providing financial
assistance to low-income member coun-
tries facing serious balance of payments
problems.' Initially, 54 nations classi-
fied by the IMF as "Official Borrowers"
were eligible for this assistance. Within
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a year, eligibility was extended to ten
additional low-income countries.

Today, the IMF has turned its en-
ergies to a longer-term development
role, emphasizing the importance of
microeconomic reform. Borrower na-
tions seeking longer-term financing
must agree to participate in a structural
adjustment program. The direction the
reform of domestic economics will take
is determined by IMF experts. The
IMF argues that the adoption of an
appropriate policy mix aimed at stabili-
zation and sustainable growth positively
impacts economic efficiency and brings
about increases in national production.
Structural adjustment programs sup-
port this goal by establishing
market-driven incentives, which do not
hinder the automatic adjustment of in-
terest rates and prices. These programs
are needed to place economies on a path
toward national development.

Structural adjustment makes more
goods available for the same cost, lowers
prices, increases employment and in-
come levels and helps create conditions
for sustained economic growth. This
approach, which focuses on the behav-
ior of individual economic actors, should
begin to impact macroeconomic aggre-
gates such as gross domestic product
(GDP), balance of payments, the cur-
rent account and the consumer price
index (CPI). These reforms should bring
about stabilization followed by in-
creased microcconomic efficiency
within five years.

There is nothing revolutionary about
the economics of stabilization and struc-
tural adjustment. It is applied
neoclassical microeconomic and macro-
economic policy. These policies are
typically focused on the following: irre-
sponsible use of public resources, which
results in unsustainable debt levels,
spiraling inflation and falling real living
standards; barriers to the free flow of
trade, labor and capital across all mar-
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kets in insolvent member countries; and
the adoption of inappropriate institu-
tional and managerial structures within
member countries that tend to obfus-
cate responsibility and accountability
from the populace.

The source ofIMF persuasion lies in
its authority to loan funds to member
states and its authority to sanction mem-
bers receiving financing from nongov-
ernment sources. The IMF ties its loans
to stabilization programs that ensure
the country's financial and political in-
stitutions are attuned to the Fund's
ideal of sound economy management.
A program lasts for a total of three years.
The conditions are set out in a letter of
intent drawn by the IMF experts in
conjunction with a member state's lead-
ing financial officers. Items covered in
the letter of intent include the following:
exchange rate practices to liberalize the
foreign exchange system; trade liberal-
ization measures that remove import
quota restrictions and induce tariff
schedule rationalization and reduction;
the elimination of budget deficits; mon-
etary policy stabilization measures that
tighten the rein on money supply to
reduce inflation; the removal of bank
credit controls and the opening of the
financial sector to international compe-
tition; liberalization of foreign invest-
ment; and the removal of domestic price
controls and rationalization of the pub-
lic infrastructure expenditures.

The letter of intent often sets very
specific quantitative commitments for
many of these items. It is understood
that if the borrowing member govern-
ment fails to keep the commitments in
its letter of intent, its rights to borrow
emergency funds under the stand-by
arrangement will be suspended.

PRIOR RESEARCH

There are two examples of attempts
to analyze the success ofIMF programs
in structural adjustment that employ
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what Khan (1990) has called the com-
parison-of-simulations approach to
IMF program evaluation. They are
Khan and Knight (1981) and Khan and
Knight (1985). Unlike alternative meth-
odologies, this approach does not infer
program effects from actual outcomes in
program countries. Instead, it relies on
simulations of economic models to cap-
ture the actual performance ofIMF -type
policies. This approach has two advan-
tages. First, it allows one to compare the
effects of program years to non-pro-
gram years and program countries to
non-program countries and as a result,
provides a concrete basis for evaluating
the validity of a policy regimen. Second,
this approach focuses on the relation-
ship between policy instruments and
policy targets and thus provides better
information on how programs work than
approaches that only look at outcomes.

Khan and Knight(1981) constructed
a small dynamic econometric model and
estimated its parameters on a pooled
sample for the period 1967 to 1974 of
29 developing countries, most of which
had programs with the IMF. The simu-
lation experiments revealed that IMF
programs produced a sharp price defla-
tion in the first year after program
inception, followed bya temporary burst
of inflation as prices rose back to their
equilibrium level. Similarly, output con-
tracted sharply in the first year,
then rose temporarily above its full-
employment level, heading back to
full employment over a period of
several years.

Khan and Knight (1985) extended
their simulation analysis to a compari-
son of alternative policy packages,
including demand management poli-
ciesand combined demand management
policies and structural policies. The de-
mand management package improved
the balance of payments almost imme-
diately but at the cost of temporarily
higher inflation and a short-run reduc-

tion in growth. The combined package
revealed that structural policies could
help to partially offset any short-term
adverse effects on growth that might
result from demand restraint as well as
the inflationary effects of devaluation.
The longer-run effects of IMF -type
policies were more favorable to growth
then the short-run effects.

There are two examples of what
Khan (1990) has called the evaluation
of outcomes approach to IMF program
evaluation. They are Khan (1990) and
Conway (1994). This approach
uses familiar regression analysis to
measure the actual performance of
IMF programs using cross-country
macroeconomic data.

Khan (1990) used a regression-based
generalized evaluation methodology to
examine four macroeconomic perfor-
mance measures and concluded that
IMF programs contributed significantly
to lowering real economic growth and
improving the current account in the
first period after a program's inception.
The impact on inflation was insignifi-
cant in this study.

Conway (1994) extended the ap-
proach of Khan by modeling the process
through which countries decide to par-
ticipate in IMF lending programs as a
prelude to examining the usefulness of
the lending programs themselves. He
found that in the year of program insti-
tution, economic growth and investment
worsened while the current account
improved. Lagged effects of past par-
ticipation in IMF programs had
significant effects, with continued im-
provement on the current account and
more positive economic growth and
investment performance that over-
shadowed prior losses. There was no
significant influence of these programs
on inflation in the implementation year
or in subsequent years.

This study favors the regression-
based approach of Conway (1994) over
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that of Khan (1990) but utilizes all the
model variables adopted by Khan. For
measuring outcomes, both of these stud-
ies are preferable to the simulation
models of Khan and Knight. One ver-
sion of Conway's approach is followed
in this paper. That approach involves
running a Two-Stage Least Squares
procedure that relates a participation
variable to various target variables. It is
judged to be the most simple and useful
approach to solving the simultaneity
bias inherent in Khan's Ordinary Least
Squares (OLS) analysis.

Simultaneity bias occurs when the
dependent variable of a regression af-
fects the level of one or more of the
independent variables of a regression.
This phenomenon invalidates the use
of OLS because one or more of the
explanatory variables in a regression
equation are correlated with the distur-
bance term of that regression equation,
making the estimators of that equation
inconsistent and inefficient. Simulta-
neity bias is inherent to this type of
policy setting. While countries receive
IMF programs to stabilize their balance
of payments and current account, and
to lower inflation and raiseGDP growth,
it is the volatility of the balance of pay-
ments and current account, the strength
of inflation and the absence of economic
growth that necessitate the need for
the IMF program.

Two-Stage Least Squares is a two-
part regression-based procedure that
replaces the explanatory variable corre-
lated with the disturbance term of a
regression equation (the original re-
gression) with the predicted values of
this variable. The new variable is con-
structed in a separate regression where
the offending explanatory variable is
regressed as the dependent variable on
all relevant exogenous variables, but
excluding the endogenous dependent
variable from the original regression
(Stage 1). The predicted values of the
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variable generated in Stage 1 are
uncorrelated to the disturbance term of
the original regression equation and
thus serve as the adjusted variable in
that equation (Stage 2). This new vari-
able then represents only the portion of
the independent variable that is
predicted by the exogenous vari-
ables in the model.

Conway (1994) also tests a more
sophisticated approach that employs
both discrete regression and Tobit pro-
cedures as a means of overcoming
possible selectivity bias that arose from
the participation decisions of countries
in his sample set. This present study
overcomes the problem of selectivity
bias through the data set. It not only
includes the 54 countries originally eli-
gible for SAF and Eligible Structural
Adjustment Facility (ESAF) programs
which chose to undertake them, but it
also includes the ten countries originally
eligible for SAF and ESAF programs
which chose not to participate in them
and ten industrialized nations which
were never eligible for assistance under
the SAF and ESAF programs."

The prior studies described above
do not assess the impact of structural
adjustment programs (SAF and ESAF)
which have more stringent and targeted
lending conditions attached to them.
None of the other studies incorporate
data for a policy year more recent than
1986. In addition, only two of these
studies consider an adjustment period
longer then two years (Knight and Khan
1981, Knight and Khan 1985). Finally,
these studies do not attempt to assess
the impact ofIMF programs on macro-
economic aggregates after five years.

METHODOLOGY AND DATA

The evaluation method adopted
here is Two-Stage Least Squares. The
aim is to run four separate regressions at
Stage 2 on four dependent variables of
this regression: the change in the ratio of
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the balance of payments, or the balance
of official reserves to GDP
[L1(BOPI¥)]; the change in the ratio of
the current account surplus to GDP
[L1(CAI¥)]; the rate of change of
inflation [L1(M/Pt_l)]; and the rate of
change of real GDP growth
[L1(L1Y,I~)].

The experiment is designed to see if
the presence of IMF programs alters
macroeconomic performance in any of
the target variables. However, before
this is possible, it is necessary to recog-
nize that each of these dependent
variables is simultaneously determin-
ing the level of the endogenous
explanatory variable, Program, a
dummy variable that indicates
whether a country is participating
in an IMF program. 5

In Stage 1 of this procedure, the
objective is to construct a replacement
program variable that is not correlated
with the dependent variables used in
Stage 2. This is achieved by running a
logit regression on the dummy depen-
dent variable, Program, on all lagged
values for all of the exogenous variables
to be included in Stage 2 (including
their initial values)-less all of the tar-
get policy dependent variables of Stage
2-and saving the predicted values
from the regression. The predicted val-
ues between 0 and 1 become the
replacement values for the indepen-
dent variable, Program, at Stage 2.

Stage 2 involves running four sepa-
rate OLS regressionswhich link changes

in each of the target dependent vari-
ables [L1(BOPI¥), L1(CAl¥), L1(L1P/Pt)
and L1(L1~/~)] to the common instru-
mental program variable constructed
during Stage 1 (D ) and the other inde-
pendent variabl/s, including lagged
values of all target variables, lagged
values of the policy variables and a
constant trend variable. The lag
structures considered in these re-
gressions are of one, two and five
years in duration.

The equation shown below is
estimated for each of the target
variables.

Regressions at Stage 2 are run on the
following independent variables: lagged
values of the four target outcome vari-
ables [(BOPI¥), (CAl¥), (M/P,) and
(L1~/~)]; lagged values of the policy
variables-the percentage change in
domestic credit (W/D,), the ratio of
fiscal balance to GDP (FDI¥) and the
real exchange rate [(REA\); a lagged
non-policy independent variable-the
percentage change in the relative unit
value of exports to imports-or terms of
trade (L1TOT, IT0T,); the variable
TREND, which is a crude means of
capturing unobserved persistent coun-
try effects and an attempt to overcome
some of the problems inherent to the
use of pooled data;" and the instrumen-
tal variable Program constructed at
Stage 1 (D).

The data set used in this empirical
analysis is a pooled data set covering the
period between 1987 and 1993.7 The

DEPENDENT VARlABLE =

ao + a/BOPIY)'_l + a/CAIY)t_l + a/L1P/P')'_l +

aiL1Y/Y,),_l + a/L1D,IDt_l)t_l + a6(FDIY)'_1 + a7(REX)t-1 +

a/L1TOT,ITOTt)'_l + a9TREND + aloDp'
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sample includes all 64 countries that
were eligible to receive SAF or ESAF in
1987 because they had pre-existing
tendencies for balance of payments dif-
ficulties. Fifty-four countries chose to
receiveprograms. In addition, the sample
includes ten industrialized nations that
were not eligible to receive structural
adjustment assistance." In the estima-
tion, program year refers to those country
years in which the program was in ef-
fect-a total of 165 in this study.
Non-program year refers to the re-
maining country years in which
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programs were not in effect-a total
of 361 in this study.

Table 1 presents descriptive statis-
tics for the two broad groupings of
countries-program and non-pro-
gram-employed in this study. A
cursory examination of Table 1 reveals
that the sign and magnitude of the
descriptive statistics are consistent for
both groups of countries for most vari-
ables. The exceptions are the variables
BOPIY and ~Dt IDt_I"

Missing values were a significant
problem in each regression. As a result,

TABLE 1: VARIABLE MEANs & STANDARD DEVIATIONS

(0.04) (0.06)

(CAl¥) -14.024 -5.621

(14.67) (7.91)

(tJ.PtIPt) 0.020 0.020

(8.80) (36.75)

,IY,) 0.000 0.000

(0.06) (0.05)

(till,lDt) 1.285 -0.686

(8.19) (9.55)

(FDI¥) -0.022 -0.034

(0.04) (0.03)

(REX)t-J 130.834 101.540

(101.59) (27.30)

(tJ.T0T,ITOT)t_J -0.020 0.000

(0.13) (0.06)

Note: Figures in parentheses are standard deviations.
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TABLE 2: STRUCIURAL AoJUSTMENT PROGRAM WITI-I A ONE-YEAR LAG

(BOPIY)t_l -0.496 5.699 5.295 -0.012

(7.04) (0.06) (0.25) (-0.09)

(CAlY)t_l -0.000 -0.162 -0.014 0.000

(1.89) (3.25) (0.12) (1.04)

(LlPtIPt)t-l 0.001 11.912 -2.222 -0.014

(0.56) (3.80) (0.29) (0.31)

(t.Y/~)t_l 0.071 26.513 -48.242 -0.044

(1.05) (2.79) (1.99) (0.33)

(W/Dt)t_l -0.02 -13.566 0.598 0.026

(0.99) (4.72) (0.09) (0.65)

(FDIY)t_l 0.065 9.550 -40.099 -0.231

(0.65) (0.68) (1.21) (1.15)

(REX)t-l -0.000 -0.006 -3.06 0.000

(0.28) (0.68) (0.80) (0.29)

(t.Tar/Tm;)t_l -0.017 -2.454 -0.008 0.060

(0.69) (0.62) (0.24) (1.08)

TREND 0.000 0.106 -0.165 0.000

(0.41) (0.50) (0.32) (0.04)

PROGRAM -0.000 -2.486 3.108 0.034

(0.41) (1.16) (0.58) (1.10)

Constant Value -0.009 -0.178 -1.402 -0.012

(1.27) (0.122) (0.32) (0.57)

Note: Figures in parentheses are t-statistics, Number of valid cases is 151 of 518.
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TABLE 3: S1RUCTIJRALAnJUSTMENf PROORAMwrrn A TWO-YFAR lAG

I.l(BOPIY) I.l(CAIY) l.l(tlPfPt_) I.l (I.lYfl':)

(BOPlY)t_2 -0.335 -0.254 7.391 0.055

(4.91) (0.03) (0.34) (0.43)

(CAIY)t-2 o.em -0.040 0.018 on»

(1.02) (0.71) (0.14) (0.37)

(tlP/~)t_2 0.010 -12.431 -0.183 0.026

(0.27) (2.26) (0.02) (0.37)

(SY/~)t_2 -0.016 -11.842 11.386 0.050

(0.22) (1.10) (0.44) (0.36)

(MJ/Dt)t_2 o.em 10.341 -1.454 -0.021

(0.13) (1.94) (0.13) (0.30)

(FDlY)t_2 0.013 -14.504 8.297 -0.337

(0.13) (0.97) (0.25) (1.75)

(REX)t-2 co» -0.002 0.006 0.em

(1.08) (0.11) (0.14) (0.10)

(I.lTar/~)t_2 -0.026 1.069 2.962 -0.037

(1.07) (0.29) (0.35) (0.77)

mEND oo» 0.061 -0.013 con

(0.47) (0.27) (0.02) (0.17)

PROGRAM 0.024 -0.491 1.964 0.017

(1.77) (0.25) (0.45) (0.69)

Constant Value -0.013 -0.491 -0.101 -0.016

(1.02) (0.25) (0.02) (0.68)

Note: Figures in parentheses are t-statistics. Number of valid cases is 151 of 518.
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As is revealed in Table 5, running
the model for the two sub-periods 1987
to 1990 and 1991 to 1993 with a one-
year lag reveals no statistically signifi-
cant difference in the program effects.
However, there is some variability in
the signs on three variables in the two
sub-periods. Also, the sign offull period
results for the current account is sensi-
tive to the time period in question when
compared to the full period results. This
may be explained by the smaller num-
ber of observations on which each
sub-period is estimated. In general, the
results are consistent with the findings
previously outlined.

POLICY RECOMMENDATIONS &
SUGGESTIONS FOR FuRTHER STUDY

This study represents the first at-
tempt to evaluate the performance of
IMF 's formal SAF program employing
regression analysis." IMF -sponsored
structural adjustment programs are of-
ten criticized for their alleged economic
costs-a view that is disconcerting not
only because of the possible welfare
implications of these costs but also be-
cause there are no empirical studies
to justify this conclusion. The
present study is an attempt to re-
dress this situation.
It seems that structural adjustment

programs have no significant effects in
the short term. In the medium to long
term, they have only a small positive
impact on the balance of payments and
no apparent influence elsewhere.
However, this positive impact may be a
statistical artifact of the small data set
(two program years) from which the
result is derived.

Contrary to myth or misconception,
structural adjustment programs seem
to generate no negative short- or me-
dium-term outcomes in terms of the
variables examined in this study.

More important is the fact that this
study finds very little impact of the
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structural adjustment programs at all.
The results seem plausible given the
theoretical consideration that rational
economic actors modify their consump-
tion and investment decisions in
response to the announcement of the
institution of an IMF program-thus
rendering it impotent. This study also
suggests that any benefits of these pro-
grams are long-term in nature and may
only be achieved over aperiod of greater
than five years.

Considered in total, this study raises
concern as to the effectiveness of the
IMF's structural adjustment program
in terms of the stated objectives of short-
term stabilization of the current account
and balance of payments and the me-
dium-term moderation of inflation and
improvement in real GDP growth.

The major deficiency of the ap-
proach adopted in this paper is the
presumption that a stable, causal rela-
tionship exists between the explanatory
variables and the dependent variables.
Further analysis may decide this issue.
Another problem is that the analysis
ignores the microeconomic conse-
quences in terms of the welfare effects
of structural adjustment programs.
There are at least two possible ways to
overcome this deficiency. The first is the
development and application of gen-
eral equilibrium models for each of the
countries covered by a structural ad-
justment program. The second approach
is country-level studies that exhaus-
tivelygather evidence of the micro-level
impact of structural adjustment pro-
grams. Both approaches are extremely
expensive for low-income countries and
would need to be supported by multi-
lateral institutions such as the IMF or
The W orId Bank. Empirically speak-
ing, this study also suffers from the lack
of country-year observations, given the
vintage of the SAF and ESAF pro-
grams and the missing values for actual
country years.
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TABLE 4: STRUCTIJRALAnjUSTMENf PROGRAM WlTII A FIVE-YEAR LAG

I1(Mt /Pt) 11(I1Y/~)

(BOPIY)t_5 -0.044 -13.619 -0.044 -4.886

(0.50) (0.97) (0.44) (0.16)

(CAIY)t_5 0.044 0.032 0.000 -0.022

(1.21) (0.64) (1.21) (0.19)

(M/Pt)t-5 -0.072 1.618 -0.072 2.433

(1.40) (0.22) (1.39) (0.15)

(11~/~)t_5 0.071 -2.341 27.703 19.208

(0.73) (0.17) (1.08) (0.64)

(W/Dt)t_5 0.077 -1.989 -0.407 -3.208

(1.41) (0.26) (0.10) (0.18)

(FDIY)t_5 -0.297 -9.238 1.077 7.328

(3.15) (0.70) (0.04) (0.26)

(REX)t-5 0.000 -0.002 -1.364 -0.029

(0.80) (0.35) (0.60) (0.58)

(11TOT/TO~)t_5 -0.008 -0.074 6.217 7.708

(0.26) (0.02) (0.70) (0.85)

TREND -0.001 -0.022 0.362 0.000

(0.80) (0.09) (0.69) (0.00)

PROGRAM 0.07 -0.073 2.702 1.632

(4.17) (0.03) (0.56) (0.32)

Constant Value -0.019 0.466 -3.27 3.020

(1.96) (0.29) (1.07) (0.49)

Note: Figures in parentheses are t-statistics. Number of valid cases is 151 of 518.
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TABLE 5. EVALUATION FsnMATES OF PROGRAM EFFEcrsFOR SUB-PERIODS

AsSUMING A ONE-PERIOD LAG*

(BOP/V) -0.025 0.000

(1.14) (0.00)

(CAlV) 0.427 1.496

(0.13) (1.29)

(M/Pt) -0.163 1.381

(1.50) (0.52)

(L1Y/~) 0.077 -0.007

(1.54) (0.52)

*As measured by the coefficientsof the Program dummy.
Note: Figures in parentheses are t-statistics.
Number of valid casesfor 1987-1990 is 114 of 296.
Number of valid casesfor 1990-1993 is 96 of 222.

Overall, the evidence fails to sup-
port the view that structural adjustment
programs lead to significant positive
macroeconomic effects for program
countries over non-program countries
in the short or medium term.

Notes
1 Low-income countries are classified

as those countries where per capita income
is less than or equal to US $300 per month
in 1986 dollars.

2A comprehensive explanation and his-
tory ofIMF conditionality and assistance
programs is provided by Guitian (1994).

3 In April 1988, the IMF introduced the
Eligible Structural Adjustment Facility
(ESAF), which works on the same prin-
ciples as the SAF.

4Modeling this decision is an unneces-
sary encumbrance in this ex-post analysis
where all countries have a predilection for

balance of payments difficulties, and some
countries chose for political reasons not to
participate in the program (e.g., China).
Also, the more sophisticated approach of
Conway (1994) does not allow for the
breakdown of effects into a series oflagged
policyyears after the implementation of the
adjustment program, which is useful for
policy analysis.

5The two values Program can take are
1 for participation in the structural adjust-
ment program and 0 for non-participation
in the structural adjustment program.

6The author accepts that use of pooled
data raises issues of model specification.
There are essentially three important points
to be made when using pooled data: if
intercepts and slopes are constant, OLS is
an acceptable method for analysis; ifinter-
cepts vary, dummy variables for time and
country are appropriate; and if slopes vary,
pooling is inappropriate.
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7For this study it was assumed that
intercepts may vary over time by the inclu-
sion of the Trend variable. This assumption
permits the use ofOLS. A better practice
would have been to determine whether
intercepts and slopes are constant orwhether
intercepts vary through the use of an F -test
(See Pindyck and Rubinfeld 1991). This
was not possible because the addition of73
country dummies does not leave sufficient
degrees of freedom for estimation when
multi-year lagged variables are included in
the model. Finally, some of the effect of the
missing country dummies are captured in
the regression line constant ao'

The author accepts that the omission of
country dummies (ifintercepts do vary)will
introduce heteroscedasticityto the regres-
sion procedure, which may lead to inefficient
estimates. All marginal statistical results
should be interpreted as indicative only.

The methodology of this study could be
improved by taking account of all of the
fixed and random effects of the panel char-
acteristics. The author also argues that for
the purposes of inter-country estimation
based on a common theoretical framework,
it is necessary to assume commonality in
country slopes.

8 See Appendix 1 for details.
9 Schadleretal. (1993) provide ageneral

evaluation of the ESAF without employing
regression analysis.

APPENDIX 1: THE COUNTRIES

The 54 countries that received SAF
and ESAF programs were as follows:
Albania, Bangladesh, Barbados, Benin,
Bolivia, Brazil, Bulgaria, Burkina Faso,
Burundi, Cameroon, Central African
Republic, Chad, Comoros, Cote d'
Ivoire, Dominican Republic, Ecuador,
Egypt, Ethiopia, Gabon, Gambia,
Ghana, Guinea, Guinea-Bissau,
Guyana, Haiti, Honduras, India, Ja-
maica, Kenya, Lao, Lesotho,
Madagascar, Malawi, Mali,
Mauritania, Mongolia, Mozambique,
Nepal, Nicaragua, Niger, Pakistan,

Papua New Guinea, Philippines,
Rwanda, Sao Tome & Principe,
Senegal, Sierra Leone, Somalia, Sri
Lanka, Tanzania, Togo, Uganda, Zaire
and Zimbabwe.

The following ten nations were clas-
sified by the IMF as Official Borrowers,
but none chose to accept SAF or ESAF
programs: Bahrain, Bhutan, China, Fiji,
Grenada, Jordan, Liberia, St. Vincent,
Tonga and Vietnam.

The following ten nations are classi-
fied as Industrialized Countries and as
such are net lenders to the IMF: Aus-
tralia, Belgium, Canada, Finland,
France, Japan, Netherlands, Sweden,
United Kingdom and the United States.

ApPENDIX 2: THE VARIABLES

BOPIY = official reserves, net change in
USSI GDP at market prices (USS);
CAIY = current account balance before
official transfers as a percentage ofG D P;
~Pt IPt_1 = change in consumer price
index (1987=100)/consumer price in-
dex in last period (1987=100).~r:/r:-l = change in GDP at market
prices (con.87 USS)I last period GDP
at market prices (con.87 USS);
tliJ/Dt_1 = change in domestic credit
(local currency)1 last period domestic
credit (local currency); d = program
dummy (unity in program years and
zero elsewhere); REX = real exchange
rate, atlas local per USS [created by
multiplying the exchange rate by the
index of foreign prices (USS price in-
dex) and dividing through by the
domestic price level]; FDIY = overall
deficit/surplus (local currency)1 GDP
at market prices in local currency;
~ TOT/ TOTt_J = change in the terms of
trade index (1987=100)1 terms of trade
index (1987=100) for last period; and
TREND = linear time trend for each
country (dummy variables 1 through 7).
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ApPENDIX 3: DATA SOURCES

International Monetary Fund Annual
Reports 1986-1994; WORLD
DATA 1995 : Socio-Economic Infor-
mation From The World Bank on
CD-ROM.
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Despite the consensus among breast cancer specialists that breast-conserv-
ing surgery (BCS) followed by radiation therapy is the preferred treatment for
women with early stage breast cancer, this treatment protocol is underutilized. We
examined trends in the use ofBCS using hospital discharge data from California
and Maryland. We identified 22,599 women in California (from 1988 and 1991)
and 6,140 women in Maryland (from 1990 to 1992) with a primary diagnosis of
breast cancer and who underwent either BCS or mastectomy. Our results indicate
that BCS rates increased in California by41 percent and in Maryland by 49 percent.
However, BCS rates vary by race and ethnicity, especially in California, where older
black women have higher rates ofBCS than white women. In addition, the rate
of increase in BCS rates differs by race and ethnicity. Although data
limitations inhibit determining the reasons for the apparent racial and ethnic
variations in the rate ofBCS over time, many factors may be responsible, such
as differential access to information, disease stage differences and differential

. usage of outpatient surgery.

INTRODUCTION

In 1990, a National Institutes of Health
(NIH) Consensus Conference recom-
mended breast-conserving surgery
(BCS) followed by radiation therapy as
the preferred treatment for women with
early stage breast cancer (NIH Con-

sensus Conference 1991). The confer-
ence based these recommendations on
results from randomized clinical trials
conducted during the 1970s and
1980s. The clinical trials demonstrated
BCS followed by radiation therapy is
equivalent to modified radical mastec-

AUTHORS'NOTE: Support for this research was provided in part by the Agency for
Health Care Policy and Research through Grant No. HS 50839, "Care, Costs and
Outcomes of Local Breast Cancer." We are grateful to Manning Feinleib,Jeanne
Mandelblatt, Edward Guadagnoli and Neal Meropol who commented on a
preliminary draft of this manuscript.
Georgetown University and The Georgetown Public Policy Review, 3:2 (Spring 1998), 149-161.
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tomy in terms of disease-free and over-
all survival rates, yet involves less
extensive tissue removal (Fisher et al.
1989, Fisher et al. 1985, Veronesi et al.
1981). Despite the consensus among
breast cancer specialists, this treatment
protocol continues to be underutilized.

Several studies that have examined
trends in breast cancer treatments
(johantgen et al. 1995; Farrow, Hunt
and Samet 1992; Satariano, Swanson
and Moll 1992; Lazovich et al. 1991)
use data prior to 1990 and therefore,
cannot observe the effects of the NIH
recommendation. A recent study that
includes data from 1990 concludes that
BCS rates among older women have
increased only minimally during the
period from 1986 to 1990 (Nattingcr et
al. 1996). Because this study examines
only older women, it is unclear whether
younger women have experienced a
similar trend. It is possible that older
women are more reluctant to use new
medical procedures than younger
women. Furthermore, since this data
only examines events through 1990, it
may not reflect recent trends. More
recent data is needed to determine
whether BCS rates have increased
after 1990.

In addition to the lack of data on
recent overall trends in BCS, there is no
recent data on whether BCS rates vary
by race. Although some previous stud-
ies have included the examination of
racial differences in breast cancer treat-
ment using data prior to 1990 (johantgen
ct al. 1995; Farrow, Hunt and Samet
1992; Muss et al. 1992; Satariano,
Swanson and Moll 1992; Nattinger et
al. 1992; Lazovich et al. 1991), the
results based on these studies are mixed.
The issue of racial variations in the use
of BCS is important because studies
analyzing utilization rates for other
medical procedures providc evidence of
racial variations. Variations in utiliza-
tion rates for specific procedures by

sociodemographic characteristics and
insurance status have important impli-
cations regarding access to care. Recent
research has found that blacks are less
likely to receive specific cardiac proce-
dures relative to whites (Peterson et al.
1994, Ayanian et al. 1993, Tunis et al.
1993, Oddone et al. 1993, Wenneker
and Epstein 1989), implying that black
cardiac patients may not have the same
access to care as white patients. Racial
variations in treatments may also occur
because the patient lacks appropriate
information.

In this study, we use hospital dis-
charge data from California (1988 and
1991) and Maryland (1990 to 1992) to
examine more recent trends in breast
cancer treatment. By using data after
the dissemination of the NIH guide-
lines, we are able to ascertain whether
the use of BCS has increased since the
NIH made its recommendations in
1990 and in particular, whether the
trends in BCS varyby race and ethnicity.

DATA METHODS

Data Sources
For our analysis, we use patient dis-

charge data from California acute care
hospitals for 1988 and 1992 and similar
data from Maryland acute care hospi-
tals for the years 1990 to 1992. The
discharge data contain diagnosis and
procedure codes, as well as information
on the race, age and payment source for
each patient. Using the hospital identi-
fication number for each patient, we
link the discharge data to Health Care
Financing Administration (HCFA)
data on hospital size and location. In
addition, we use patient ZIP codes to
link the discharge data to 1990 census
data on education levels.
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Model Specification
We limit our sample to women aged

18 to 85 with both a breast cancer
diagnosis and a breast cancer-related
surgical procedure. Similar to Nattinger
et al. (1992), we exclude from this group
the following: women who had only a
diagnostic biopsy or lymph node exci-
sion; women with a diagnosis of
carcinoma in situ; women with me-
tastases to lymph nodes other than the
axillary lymph nodes; women with pro-
cedural codes for both BCS and
mastectomy; and women who under-
went a bilateral mastectomy (see the
appendix for more detail on the sample
construction). The final California
sample contains 22,599 women and
the final Maryland sample contains
6,140 women.

Consistent with Nattinger et al.
(1992), we define BCS as a local exci-
sion, quadrantectomy or subtotal
mastectomy. Mastectomy includes uni-
lateral simple, extended simple, radical
or extended radical mastectomy. A di-
agnosis of primary breast cancer only is
classified as localized disease but is
deemed to be regional if a code for
secondary cancer of the axillary lymph
nodes was also recorded. Following
Nattinger et al. (1992), we analyze
~omen with both localized and regional
disease together because there is a ten-
dency to label regional disease as local.

To examine whether breast-con-
serving treatment rates have increased
over time, we estimate logistic regres-
sion models that include variables for
year of surgery. We also include vari-
ables to test whether BCS rates vary by
race/ethnicity. In California, we com-
pare BCS rates between whites, blacks,
Hispanics and Asians, while in Mary-
land, we compare BCS rates between
whites and blacks. To determine
whether trends over time differ by race
or ethnicity, we construct variables to
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account for interactive effects between
year of treatment and race or ethnicity.

The logistic regression models in-
clude several other covariates to control
for the effects of other factors. First, the
models include a variable to indicate
whether the cancer had metastasized to
the axillarylymph nodes. This is gener-
allyconsidered acontraindicator forBCS.
We estimate separate models forwomen
aged 18 to 64 and 65 to 85 to adjust for
the effects of insurance coverage, espe-
cially the predominance of Medicare
coverage among the elderly. Within
these two groups, continuous age is
included as a covariate. We also include
insurance status variables which differ
by age. The four insurance categories
for women aged 18 to 64 are HMO
coverage, Medicaid, uninsured (self-
pay and no-charge) and traditional
private insurance (Blue Cross and com-
mercial insurance), the reference group.

We include no specific insurance
variables for elderly women in Mary-
land because nearly all were covered by
Medicare. Because HMO enrollment
among elderlywomen in California was
much higher than in Maryland, we
include a dummy variable to distin-
guish elderly women who indicated
HMO as their primary payer from those
with Medicare. In both states, we ex-
clude the small number of elderly cases
who indicated either no insurance cov-
erage, Medicaid or private insurance as
the primary payer from the analysis, as
well as the small number of elderly cases
in Maryland classified as HMO.

Since the hospital discharge data
contain no information on socioeconomic
status, we link the discharge data by
patient ZIP code to 1990 census data
on education levels. We construct a
proxy for patient education based on
the percentage of residents in the
patient's ZIP code area with at least
some post-secondary education (i.e.,
greater than 12 years of formal school-
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ing). We use three ranges: low (0 to 20
percent), medium (21 to 45 percent)
and high (over 45 percent). The ranges
were chosen to include approximately
one-third of the cases in each state.

To characterize hospital size and
location, we link the hospital identifica-
tion number for each patient to Health
Care Financing Administration data
on hospital size and location. We clas-
sifyhospital size by the number of beds:
small (1-200 beds), medium (201-
400 beds) and large (more than 400
beds). Hospital location is classified as
either urban (MSA) or rural (non-
MSA), as defined by the Census
Bureau. We combine hospital size and
location information to create the fol-
lowing variables: large hospital/urban,
medium hospital/urban, small hospi-
tal/urban, medium hospital/rural and
small hospital/rural. We do not include
a specific control for teaching status
because the presence of residency train-
ing programs is highly correlated with
hospital size.

Finally, we estimate the use ofbreast
cancer treatment separately for the two
states to allow for variations in practice
patterns and regulatory environment.
Maryland hospitals operate under an
all-payer rate-setting structure,
whereas California tends to foster pro-
competitive policies in the health care
sector. We perform multivariate logistic
regression where all regressors are en-
tered simultaneously to analyze the
range of factors that may influence
breast cancer treatments. We present
our results in the form of odds ratios.

RESULTS

Table 1, which presents the distribu-
tions of each state sample across various
characteristics, highlights differences by
race and ethnicity. In both states, the
insurance status of women treated for
breast cancer differs by race. Among
women aged 18 to 64, relatively more

blacks and Hispanics were either cov-
ered by Medicaid or had no insurance
compared towhites and Asians. Among
women covered by insurance, relatively
more blacks, Hispanics and Asians had
HMO coverage than whites. A
greater proportion of blacks and His-
panics had lymph node involvement
than whites and Asians, while on
average, whites and Asians appeared
to have more formal schooling than
blacks and Hispanics.

The upper panel of Table 2 presents
the trends in BCS rates by race and
ethnicityfor the California sample. The
overall rate of BCS increased by 41
percent, from 15 percent in 1988 to 21
percent in 1991. While the rates of
BCS increased for each race/ethnicity
category from 1988 to 1991, increases
for white and Hispanic women ex-
ceeded those for black and Asian
women. Perhaps surprising is the high
rate ofBCS among older black women
in 1988; 18 percent of black women
aged 65 to 85 undergoing surgery for
breast cancer received a breast-con-
serving treatment compared to only 12
percent of white women. Due to the
higherrate of increase in BCS among
white women, however, by 1991
this difference disappeared; 18
percent of both white and black
women received BCS.

The lower panel of Table 2 shows
similar overall trends among breast can-
cer patients in Maryland, where the
rate of BCS increased by 49 percent,
from 14 percent in 1990 to 21 percent
in 1992. BCS rates increased from 1990
to 1992 for both whites and blacks and
whites experienced only slightly larger
increases than blacks.

The logistic regression results for
California and Maryland are presented
in Tables 3 and 4, respectively. Accord-
ing to the goodness-of-fit criteria, each
of the estimated equations has signifi-
cant ability to predict breast cancer
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Number 18,932 1,263 1,463 941

Insurance Status

Private Insurance 44.3% 48.8% 20.8% 28.2% 35.1%

HMO 40.9 40.7 49.2 32.3 46.7

Medicaid 7.5 4.7 19.5 22.8 9.2

None 7.2 5.8 10.5 16.6 9.0

Insurance Status (Aged

Medicare 91.8 92.0 89.2 91.2 89.3

HMO 8.2 8.0 10.8 8.8 10.7

0.0-20.0 8.3 5.1 30.1 30.9 7.2

20.1-45.0 62.5 62.6 60.7 60.4 65.5

45.1+ 29.2 32.3 9.2 8.7 27.3

Hospital Size and Location

Large Urban 14.4 13.7 18.4 16.9 18.2

Medium Urban 49.1 48.2 61.3 48.2 54.4

Small Urban 32.6 33.7 19.7 32.1 27.2

Medium Rural

Small Rural 3.9 4.4 0.6 2.8 0.2

Private Insurance 69.6% 74.2% 52.1%

HMO 20.7 19.2 26.4

Medicaid 6.4 3.5 17.2

None 3.3 3.0 4.2

Insurance Status (Aged

Medicare 100.0 100.0 100.0

HMO

Education Level (in percent)

0.0-20.0 16.5 15.6 20.9

20.1-45.0 62.7 60.8 71.5

45.1+ 20.8 23.6 7.6

Hospital Size and Location

Large Urban 23.6 24.0 21.7

Medium Urban 57.9 57.2 61.4

Small Urban 10.6 10.6 10.5

Medium Rural 3.1 3.1 3.1

Small Rural 4.7 5.1 3.3
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TABLE 2. PERCENfAGE OF WOMEN RECEIVING BREAST-CONSERVING SURGERY,

BY RACE AND YEAR

White 14.<)oAl 21.3% 17.6% 24.2% 11.<)0/0 18.0%

Black 17.5 21.3 17.4 22.7 17.6 18.3

Hispanic 11.8 16.9 11.7 16.6 12.1 17.8

Asian 11.5 14.6 13.0 16.1 6.1 6.3

All 14.7 20.7 16.9 22.9 12.0 17.8

White

Black

All

14.2% 17.<JlAl 21.3% 15.<)oAl 19.<)oAl 24.3% 12.1% 13.5% 17.7%

11.7 18.6 14.3

16.9

12.8

14.0 16.0 20.8

8.5 11.713.2 22.0 9.7

15.6 18.4 23.9 11.9 12.8

treatmen t. The log-likelihood improve-
ment resulting from the inclusion of the
covariates is large and highly significant
(p<O.OOI). The results for each state
are discussed below.

California
After controlling for the potential

confounding effects of differences in
the independent variables by race and
ethnicity, we find that among both the
younger and older age groups, black
women were more likely to receive BCS
relative towhite women (Table 3). How-
ever, the differences are significant for
the older age group only. Surprisingly,

the odds ofBCS for black women aged
65 to 85 were 1.74 times those of white
women. Although Asian women were
less likely to undergo BCS than white
women, the differences are significant
for the younger age group only. The
odds for Asian women aged 18 to 64
were only 0.68 times those of white
women. Whites and Hispanics exhib-
ited no statisticallysignificant differences
in BCS for either age group.

Although whites received BCS at
higher rates in 1991 than in 1988,
nonwhites did not experience similar
increases, except for Hispanics aged 18
to 64. Among women aged 18 to 64, the
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odds of BCS for whites and Hispanics
were each about one and a half times
those for whites and Hispanics in 1988.
Among older women, only whites ex-
perienced increases in BCS rates; the
odds of BCS for white women in 1991
were 1.65 times the odds in 1988.
Thus, although black women aged 65
to 85were more likelythan white women
to receive BCS, the rate of increase in
BCS prevalence over time was greater
for whites than blacks.

Insurance coverage is also a statisti-
cally significant predictor of the type of
breast cancer treatment received in
California. In the younger cohort, the
odds of BCS for women covered by
Medicaid and uninsured women were
0.62 and 0.69 times, respectively, the
odds of BCS for women with private
insurance. There was virtually no dif-
ference, however, between HMO and
traditional private insurance coverage.
Among elderly women, differences in
treatment choice between those
with Medicare and those enrolled
in an HMO were also statistically
insignificant.

In addition to these results, the like-
lihood of BCS decreased with lymph
node involvement aswell as patient age
and increased with our proxy for educa-
tional attainment. The use of BCS
was also higher for women in large
urban hospitals relative to smaller
and/or rural hospitals.

Maryland
Although lower proportions of black

women in Maryland received BCS than
white women in each of the three study
years, these racial differences were not
statistically significant after controlling
for the effects of confounding variables,
for either age group.

Among women aged 18 to 64, BCS
rates increased only for white women in
1991 compared to 1990. However, by
1992, BCS rates had increased for both
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white and black women. The odds of
BCS in 1992 forwhite and blackwomen
were 1.72 and 1.70 times their respec-
tive odds in 1990. Among the older
cohort, onlywhite women exhibited a
significant increase in BCS rates over
time. The odds of BCS for white
women in 1992 were 1.55 times the
odds in 1990.

Similar to the results for California,
the likelihood of BCS decreased with
lymph node involvement as well as
patient age and increased with our proxy
for educational attainment. In contrast
to the California results, however, pa-
tients treated in either smaller and/or
rural hospitals were more likely to re-
ceiveBCS than patients treated in large
urban hospitals.

DISCUSSION

In this study, data indicate that the
overall rates of BCS have increased
over time. In California, BCS rates
increased by 41 percent, from 15 per-
cent in 1988 to 21 percent in 1991. In
Maryland, rates increased by 49 per-
cent, from 14 percent in 1990 to 21
percent in 1992. Notably, increases in
BCS utilization were observed among
both younger and older women.

Despite the overall increases in BCS,
the level of BCS appears to remain
relatively low. In the latest year of each
state sample, just over one-fifth of
women undergoing a breast cancer pro-
cedure are treated by BCS with the
remainder being treated by mastec-
tomy. It is unclear, however, what the
optimal BCS rate for the samples are,
particularly because the hospital dis-
charge data used in this analysis do not
contain information on disease stage.
But, since three-quarters of all breast
cancers detected are either stage I or
stage II (NIH Consensus Conference
1991), it seems reasonable to assume
that BCS is an appropriate treatment
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TABLE 3. RELATIVE LIKELIHOOD OF BREAST-CONSERVING SURGERY,
CALIFORNIA SAMPLE

Race

White 1.00 1.00

Black 1.22 (0.93-1.60) 1.74 (1.18-2.57)**

Hispanic 0.79 (0.59-1.06) 1.19 (0.73-1.94)

Asian 0.68 (0.50-0.93)* 0.46 (0.2(}-1.06)

Year (and Race)

1988 1.00 1.00

1991-White 1.51 (1.37-1.67)** 1.65 (1.46-1.85)**

1991-Black 1.35 (0.96-1.88) 1.08 (0.65-1.80)

1991-Hispanic 1.52 (1.07-2.16)* 1.45 (0.79-2.66)

1991-Asian 1.31 (0.87-1.98) 1.10 (0.32-3.77)

Insurance Status

Private Insurance 1.00

HMO 1.01 (0.92-1.12) 0.88 (0.71-1.09)

Medicare 1.00

Medicaid 0.62 (0.50-0.77)**

None 0.69 (0.57--D.84)**

Lymph Node

No 1.00 1.00

Yes 0.62 (0.56--D.68)** 0.51 (0.44--D.60)**

Age

Increase of 5
0.92 (0.90-0.95)** 0.89 (0.84--D.94)**

years

Education Level

Low 1.00 1.00

Medium 1.52 (1.25-1. 84)** 1.08 (0.85-1.36)

High 1.99 (1.61-2.47)** 1.39 (1.1(}-1. 76)**

Hospital Size and

Large Urban 1.00 1.00

Medium Urban 0.78 (0.69--D.88)** 0.68 (0.57--D.81)**

Small Urban 0.82 (0.72--D.94)** 0.68 (0.57--D.81)**

Small Rural 0.64 (0.48--D.86)** 0.58 (0.41--D.81)**

OR indicates odds ratio; CI, confidence interval. Education Level represents the relative
proportion of residents in the ZIP code with at least some post-secondary education.

** Significant at the .01 level. *Significant at the .05 level.
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TABLE 4.RELATIVE LIKELIHOOD OF BREAST-CONSERVING SURGERY,
MARYLAND SAMPLE

Race

White 1.00 1.00

Black 0.93 (0.60-1.43) 0.84 (0.43-1.68)

Year (and Race)

1990 1.00 1.00

1991-White 1.33 (1.05-1.68)* 1.11 (0.83-1.49)

1991-Black 0.89 (0.52-1.50) 0.83 (0.33-2.09)

1992-White 1.72 (1.36-2.18)** 1.55 (1.15-2.08)**

1992-Black 1.70 (1.04-2.78)* 1.20 (0.51-2.84)

Insurance Status

Private Insurance 1.00

HMO 1.12 (0.91-1.39)

Medicaid 0.71 (0.47-1.08)

None 0.75 (0.44-1.27)

Lymph Node

No 1.00 1.00

Yes 0.56 (0.45-D.70)** 0.42 (0.29-D.60)**

Age

Increase of 5
0.93 (0.88-D.97)** 0.90 (0.82-1.00)

years

Education Level

Low 1.00 1.00

Medium 1.18 (0.90-1.56) 0.97 (0.73-1.31)

High 1.34 (0.98-1.83) 1.26 (0.87-1.82)

Hospital Size and

Large Urban 1.00 1.00

Medium Urban 1.28 (1.03-1.58)* 1.41 (1.05-1.89)*

Small Urban 1.03 (0.75-1.41) 1.17 (0.75-1.84)

Medium Rural 2.10 (1.26-3.49)** 2.24 (1.25-4.04)**

Small Rural 1.68 (1.07-2.64)* 1.44 (0.85-2.44)

OR indicates odds ratio; CI, confidence interval. Education Level represents the relative
proportion of residents in the ZIP code with at least some post-secondary education.

** Significant at the .01 level. *Significant at the .05 level.
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these, however, an additional 3,201
patients are excluded due to missing or
unknown data, age under 18 or over 85,
residence outside of California, age 65
or older and indicated a primary payer
other than Medicare or HMO or age
younger than 65 with Medicare as the
primary payer. The last category is ex-
cluded because these women were
presumably either disabled or had end
stage renal disease. The final California
sample is comprised of 22,599 cases.

From the initial Maryland sample,
we exclude the following: (1) 3,499
patients without a primary breast can-
cer diagnosis at the time of the most
invasive operation, (2) 3,853 patients
with either a diagnostic biopsy or lymph
node excision only, as well as those who
did not receive a surgical procedure, (3)
643 with a diagnosis of carcinoma in
situ, (4) 175 with metastases to lymph
nodes other than the axillary lymph
nodes, (5) 277 with codes for both
breast-conserving surgery and mastec-
tomy and (6) 251 with bilateral
mastectomy. Here again, patients may
be excluded for more than one reason.
These exclusions to identify Maryland
women wi th breast cancer who received
either breast-conserving surgery or
mastectomy resulted in a sample com-
prised of 7,617 patients. As with the
California data, another 1,477 are ex-
cluded due to missing or unknown data,
age under 18 or over 85, residence
ou tside of Maryland, age 65 or older
and indicated a primary payer other
than Medicare or age younger than 65
with Medicare as the primary payer.
The final Maryland sample is com-
prised of 6,140 cases.

Consistent with Nattinger et al.
(1992), we define breast-conserving
surgery as a local excision, quad-
rantectomy or subtotal mastectomy
(ICD-9-CM procedure codes 85.2
through 85.23) and mastectomy as
unilateral simple, extended simple, radi-

cal or extended radical mastectomy
(ICD-9-CM procedure codes 85.41,
85.43, 85.45 and 85.47).
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A Preliminary Assessment of the Supply
and Demand of After-School Services in

the District of Columbia
THERESA FEELEY

Technical Assistance and Training Corporation

Research indicates that self-care negatively affects the behavioral and
academic outcomes of urban and low-income youth. The demographics of youth
in the District of Columbia (DC) suggest that a substantial portion of them
regularly lack adult supervision during the after-school hours. Policies intended
to address the issue oflatchkey youth should be based on a thorough needs and
resources assessment. This article describes aprocess for estimating the supply and
demand for after-school services using available data sources. It recommends
estimating the number and geographic distribution of latchkey youth via the
application of national probability estimates to DC residential data. It further
suggests that existing after-school services be mapped and analyzed relative to
estimates of latchkey youth. Although the data available are imperfect, a
preliminary analysis suggests that almost 60 percent of DC youth are without adult
supervision for more than one hour each day. Furthermore, there is a geographic
mismatch between the number ofyouth needing adult supervision after-school and
existing after-school programs.

INTRODUCTION approximately one child in six is born to
The struggles of growing up are never a mother who is still in her teens, the
easy. However, many young people in graduation rate in DC high schools
the District of Columbia (DC) have hovers just slightly above 50 percent
particularly difficult home lives. Ap- and 88 teenagers ages 15 to 19 died
proximately one half of all DC children violent deaths in 1994 (DC KIDS
live in families with incomes below the COUNT Collaborative for Children
poverty threshold, six in ten of the and Families 1996).
District's children live in families where There is no single response or cure
the father is absent and 1,323 cases of for the multitude of problems confront-
child neglect and 189 cases of child ing District youth. One proposed
abuse were filed in 1995 (DC KIDS strategy is to increase enrollment in
COUNT Collaborative for Children school age child care facilities and par-
and Families 1996). ticipationinafter-schoolprograms. This

These factors contribute to many of suggestion is bolstered by research lit-
the negative outcomes experienced by erature indicating a positive correlation
DC youth. Indicators of these out- between time spent in self-care and
comes include the following: participation in risky behaviors. Thus,

AUTHOR'SNOTE:I wish to thank Marge Turner, Maris Mike1sons and Chris Hayes
of The Urban Institute for their assistance obtaining, accessing and mapping the
data. I also thank Jens Ludwig and William Prosser of the Georgetown Public
Policy Institute for their support and guidance. Opinions expressed in this article
are my own, as are any errors.
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many community leaders hope to re-
duce delinquency, teen pregnancy rates
and academic failure by reducing the
amount of time young people spend
unsupervised, The demographics of the
District, as well as the stringent work
requirements of welfare reform legisla-
tion, suggest that supervision will often
have to be provided by individuals out-
side of the youth's immediate family.

This article is motivated by a desire
to translate policy research into a viable
action plan for serving the District of
Columbia's school age children. In or-
der for government and community
leaders to effectively address the issue
of self-care, they need to be knowledge-
able about both its effects and frequency.
They should be aware of the resources
available to youth as well as the reasons
why young people and their families
might not be using those resources.
This article begins with a review of
previous research on the effects of self-
care, the factors affecting the probability
of self-care and the demographics of
District youth. The article then outlines
a strategy for conducting a preliminary
assessment of the supply and demand
for after-school services in the District
of Columbia. Specifically, it recom-
mends applying national probability
estimates to DC residential data to
estimate the number and geographic
distribu tion ofla tchkey you tho I t further
suggests that the distribution of latch-
key youth be mapped relative to existing
youth resources, facilitating the identi-
fication of demand and supply
mismatches throughout the city. This
preliminary analysis is readily conducted
using currently available national and
local data. Although information that is
more comprehensive will be necessary
for effective policymaking, the estimates
resulting from the suggested analyses
can serve as the cornerstone of a needs
assessment for after-school services and

youth programming in the District
of Columbia.

LITERATURE REVIEW

The following section reviews previous
research on the effects of self-care. It
then discusses the family characteris-
tics affecting the probabilitythata youth
is in self-care and concludes with a
summary of the family characteristics of
you th living in the District of Columbia.

Effects of Self-Care
Estimates of the number oflatchkey

children in the United States are varied.
In 1993, the National Study oj Before
andAfter School Programs reported that
estimates range from two million to 15
million. The variation in estimates is
attributed to inconsistent definitions
regarding the number of unsupervised
hours per day, days per week or the age
of the child. Finally, since many parents
are reluctant to admit that they leave
their children unattended, another sig-
nificant problem is assumed to be
underreporting (RMC Research Corp.
et al. 1993).

The presumed frequency of self-
care has inspired substantial research
into its effects on children and youth.
Despite the abundance of research,
conclusions remain indefinite. Some
researchers claim that self-care has posi-
tive or neutral effects on youth; others
suggest far more detrimental effects,
particularly with respect to academic
performance and the likelihood of the
youth's participation in delinquent and
risky behaviors. The effects of self-care
vary-dependent upon family and
neighborhood characteristics as well as
the age of the child. Adverse effects
have been observed most consistently
among low-income and urban youth,
many of whom lack the financial
resources and family and commu-
nity supports of their suburban
counterparts.



Supply and Demand of After-School Services

During the early 1980s, a variety of
researchers suggested that self-care may
positively impact child development
with respect to learning responsibility
and independence (Rodman, Pratto
and Nelson 1985). Numerous inter-
views conducted by Long and Long
(1983) suggested that youth do not
necessarily resent time spent alone.
!ndeed, many of the young people they
Interviewed reported liking the inde-
pendence and maturity associated with
self-care.

Other researchers have found that
once other socioeconomic factors are
controlled for, children in self-care do
not differ substantially from children in
adult care with respect to measures of
self-esteem, academic achievement,
personality adjustment, peer relations
and locus of control (Rodman, Pratto
and Nelson 1985; Vandell and
Corasaniti 1988; Galambos and Maggs
1991). The general consensus among
the researchers who report positive or
neutral effects of self-care is that the
impact of self-care on children's devel-
opment is associated with other
demographic factors. They suggest that
the effect of self-care on cognitive func-
tioning, social adjustment and physical
well-being may be mediated by the
child's age, neighborhood environment
and his or her family's approach to child
rearing (RMC Research Corp. et al.
1993).An implied corollary is that those
children in self-care who lack positive
supports and influences will likely be
the most negatively affected.

All of the studies indicating positive
or neutral effects of self-care on youth
analyzed samples of predominantly
middle-class youth residing in subur-
ban or rural areas. The vast majority of
studies involving urban or low-income
youth conclude that self-care has del-
eterious effects upon youth. Galambos
and Garabino (1985) suggest the more
physically dangerous nature of urban
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environments as an explanation for the
more adverse consequences of self-care
observed among urban youth relative to
children living in rural and suburban
areas. Indeed, greater degrees of fear-
fulness and anxiety have been noted
among self-care children in urban envi-
ronments than among their suburban
and rural counterparts (Coleman,
Rowland, Robinson and Price 1984;
Long and Long 1983).

Literature reviews by Galambos and
Maggs (1991) and Miller and Marx
(1990) concluded that children from
low-income urban families are at risk of
negative outcomes if they spend signifi-
cant periods of time in self-care. Muller
et al. (1991) suggest that the negative
effects experienced by latchkey chil-
dren may offset the financial benefits
the child gains from having a working
mother. Of course the consequences
associated with self-care may reflect the
reasons for choosing self-care as much
as the arrangement itself. If children are
left without adult supervision because
their parents are unable to access or
afford adequate care, the consequences
are likely to be severe (Seligson et al.
1983). If, on the other hand, middle-
class parents choose this option for
children deemed to be mature and re-
sponsible, then the consequences may
be slight or nonexistent (Cain and
Hofferth 1989).

Research suggesting detrimental
effects of self-care to urban and low-
income youth dates to the 1970s.
Among a sample of black inner-city
fifth graders, the girls in self-care dem-
onstrated poorer cognitive, personality
and social adjustment than did girls in
adult-care (Woods 1972). Woods' ob-
servations are consistent with
subsequent findings that latchkey chil-
dren from low-income families display
more antisocial behaviors than their
counterparts in adult care (Vandell and
Ramana 1991). A sampling of low-
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income third graders revealed the
amount of time children spend without
adult supervision to be positively corre-
lated with antisocial behavior (Posner
and Vandell 1994).

Though self-care has been observed
to be more consistently detrimental for
low-income and urban youth, there is
research indicating that the negative
effects of self-care may cut across socio-
economic lines. Long and Long (1983)
report that the amount of time latchkey
children spend alone results in them
feeling lonelier, sadder and more fearful
on average than children in other care
situations (Vandell and Corasaniti
1988). Long and Long (1987) also
contend that the long hours that latch-
key children spend alone make them
sexually vulnerable and provide them
with more opportunities than their su-
pervised counterparts to participate in
sexual activity. Based upon interviews
with young adolescents attending pa-
rochial schools in the mid-Atlantic
region, the researchers determined that
sexual activity increased with the
amount of time adolescents spent in
self-care (Long and Long 1987).

In addition to participation in early
sexual activity, unsupervised time pro-
videsyoung people with the opportunity
to engage in other negative or risky
behaviors. In a sample of sixth graders,
Galambos and Maggs (1991) deter-
mined that among females there was a
positive correlation between the dis-
tance from adult supervision! and
problem behavior. Furthermore, accord-
ing to a 1989 survey of 5,000 eighth
grade students in the San Diego and
Los Angeles areas, there is a positive
correlation between the number ofhours
children care for themselves after school
and their risk of substance abuse. The
survey results also indicate that, hold-
ing other factors constant, latchkey
children as a group are twice as likely to
drink alcohol and take drugs as are

children under adult supervision dur-
ing the after-school hours (Richardson
et al. 1989). Consistent with these
findings isother research indicating that
substance abuse is more likelv
when the young person does no't
participate in after-school and ex-
tracurricular activities (Shilts 1991,
Van Nelson et al. 1991).

Not only does self-care increase the
likelihood of ayoung person engaging in
delinquent and risky behaviors, but
research suggests that it negatively im-
pacts their scholastic performance as
well. Based on their analysis of the
1988 National Education Longitudi-
nal Survey (NELS88), Muller et al.
(1991) concluded that young people
left unsupervised for long periods of
time receive lower grades and test scores
than their supervised counterparts.
These conclusions remained even after
controlling for background characteris-
tics such as race and ethnicity, family
composition and mother's employment
status. Based on anecdotal data, Long
and Long (1983) suggested that lower
grades among latchkey children can be
attributed to the lack of adult supervi-
sion while doing their homework. Poor
study habits might consequently result
in latchkey children having lower stan-
dardized test scores than their
supervised counterparts.

Factors Affecting the Probability
of Self-Care

Though research has, so far, failed to
determine a definitive number oflatch-
key youth, it has succeeded in
determining the factors affecting the
probability of self care. Because of the
dearth of reliable data specific to child
care arrangements, estimates of the
numbers of youth engaged in self-care
are often derived from employment and
family composition statistics.

Research indicates that, on average,
mothers who work outside of the home
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leave their children unsupervised for
longer periods of time than do home-
makers. In addition, mothers who work
~-time leave their children unsuper-
VIsedfor longer periods of time than do
those employed part-time (Presser
1982, Bruno 1987). The relationship
between mother's employment status
and the likelihood of a child being left
unsupervised during the after-school
hours holds even when controlling for
traditional demographic variables
~uch as race and ethnicity, family
income and parents' educational at-
tainment (Muller et al. 1991).

The large scale entrance of women
into the paid workforce within the past
three decades portends an increasing
proportion ofyoung peoplewithout adult
supervision during the after-school
hours. According to the US Bureau of
Labor and Statistics, 76.2 percent of
married women with children between
the ages of six and 17participated in the
labor force during 1995.Workforce par-
ticipation among single women with
school age children was slightly lower,
67 percent. Statistics regarding the
workforce participation of wives indi-
cate that the likelihood of a mother
working increases as her youngest child
ages. Whereas only 63.5 percent of
wiveswith children under age sixwork,
~4.9 percent ofwiveswith children ages
SIX to 13 worked, and 79.6 percent of
women with children ages 14 to 17
worked (US Bureau of Labor Statistics
1996). Labor force participation rates
vary by race and ethnicity. Participation
rates for blackwomen are slightly higher
than those for white women. The labor
force participation rates are lowest for
Hispanic women, though they have
been increasing over time (W right 1996,
Hayghe and Bianchi 1994).

Though there is lillie in the research
literature about the effect of nontradi-
tional work hours on the likelihood of
youth being left without adult supervi-
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sion, common sense and anecdotal evi-
dence suggest a positive correlation.
Parents in low-income families are
more likely to work multiple jobs or
nontraditional hours than arc their
wealthier counterparts.

In addition to the mother's employ-
ment status, family composition also
impacts the likelihood that a child lacks
adult supervision during the after-school
hours. Children livingwith both natural
parents are more likely to be supervised
than are youth from other family types.
At the opposite end of the supervision
continuum are the children of single
mothers; children from mother-only
families are the most likely to be left
alone for extended periods of time
(Muller et al. 1991). Thus, the recent
increase in the number of single-parent
households suggests a related increase
in the number of latchkey children. By
1993, over one-quarter (26.7 percent)
of American children resided in
single-parent households; the vast
majority of single-parent households
are headed by females (US Bureau
of the Census 1994).

African-American children aremore
than twice as likely aswhite children to
live in female-headed households. In
1993,54 percent of African-American
children resided in female-headed
households (US Bureau of the Census
1994). Researchers believe that the
changing demographics of the Ameri-
can family have resulted in a
nationwide increase in the number of
latchkey children.

In addition to mother's employment
status and family composition, the age
of the child also impacts the likelihood
that he or she returns from school to a
household devoid of adults. Bruno
(1987) suggests that the most impor-
tant factor associated with the use of
self-care is the age of the child, with
older children being more likely to be in
self-care arrangements than younger
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children (Cain and Hofferth 1989).
Nonetheless, self-care is prevalent
among children in elementary school.
Powell (1987) determined that approxi-
mately 40 percent of the children in
latchkey situations began the arrange-
ment between the ages of eight and ten;
some started staying alone at seven
years and younger (Folsom 1991). Simi-
larly, Divine Hawkin's 1992 analysis of
the National Child Care Survey indi-
cates that self-care is well-established
for many children by age seven or eight
and is the most widely used arrange-
ment for school-age children after age
11 or 12 (RMC Research Corp. et al.
1993). The National Study ofBefore and
After School Programs cites additional
sources indicating that the incidence of
self-care begins to rise around age eight
or nine; by age ten, as many as 60
percent of youth are on their own for at
least some portion of their after-school
hours (RMC Research Corp. et al.
1993). The effect of self-care differs for
children of various ages. The risks of
self-care are more obvious for young
children than for older youth since the
latter are capable of caring for them-
selves. Still, unsupervised time offers
older children the opportunity to en-
gage in delinquent or risky behaviors.

Analysis of NELS88 indicates that
self-care is prevalent among school age
youth regardless of social class or race.
Approximately 27 percent of eighth
graders responded that they regularly
spent two or more hours home alone
after school (RMC Research Corp. et
al. 1993). Nonetheless, there are indi-
cations of some cultural and
socioeconomic differences. Hispan-
ics and Asians are the most likely to
ensure that their children have adult
supervision at all times. Whites are the
least likely to have an adult at home;
however, they are also the least likely to
leave their children without supervision
for more than two hours. Blacks are

slightlymore likelythan the other groups
to leave their children for long periods
of time without adult supervision
(Muller et al. 1991).

Analysis of NELS88 determined
that eighth grade children offamilies in
the highest socioeconomic quartiles are
almost twice as likely as children of
families in the lowest quartile to report
that there is usually no adult present
when they return from school (RMC
Research Corp. et al. 1993). It is hy-
pothesized that the relatively high
percentages of short-term latchkeyism
among high-income youth can be ex-
plained by a lack of parentally perceived
environmental risks. Youth from low-
income families are more likely than
those from high-income families to live
in neighborhoods perceived as being
dangerous. In addition, low-income
youth may have one or more unem-
ployed or underemployed adults in their
household who are able to provide su-
pervision during the after-school hours.
Interestingly, the situation reverses as
the number of hours alone increases.
The proportion oflatchkey children in
each socioeconomic group decreases as
the number of hours alone increases.
Notwithstanding this overall decrease,
disparities between the socioeconomic
groups exist. Young people in the low-
est socioeconomic group are the most
likely to be home alone for more than
three hours a day (17.2 percent) while
those in the highest socioeconomicgroup
are the least likely to be unsupervised
for that amount of time (9.3 percent)
(Carnegie Council on Adolescent De-
velopment 1992).

Demographics of DC Youth
Few facts are known about the

prevalence of self-care nationwide; the
same is true in the District of Columbia.
The literature suggests family composi-
tion, mother's employment status, age
of child, income and race as the demo-
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graphic factors most affecting the prob-
ability that a youth is engaged in
self-care. The knowledge that these
factors influence the likelihood of a child
being without adult supervision can be
combined with demographic informa-
tion about District families and children
to estimate the extent of latchkeyism
within the District.

No one knows the exact number of
school age children residing in the Dis-
trict of Columbia. However, there are
various means bywhich to approximate
their number. Census data is the most
comprehensive source; however, hav-
ing last been collected in 1990, it is
somewhat out of date. According to
census data, the total number of chil-
dren (defined as persons under the age
ofl8) living in the District of Columbia
in 1990 was 116,600, equal to 19 per-
cent of the city's total population (Outtz
1995). The city's population has de-
clined since 1990, and it is generally
assumed that the number of children
residing in the District has also de-
clined.Accounting for outmigration, the
DC KIDS COUNT Collaborative for
Children and Families (1996) estimates
that the 1994 youth population was
approximately 105,000.

For purposes of determining the
number oflatchkey children in the Dis-
trict, only the school age population
(defined here as children between the
ages of five and 17) is relevant. In 1990,
approximately 68 percent (79,249) of
the District's children were of school age
(Outtz 1995). The US Bureau of the
Census predicted that in 1995 there
would be approximately 74,000 school
age children (SAC) residing in the Dis-
trict. Enrollment figures from the DC
public schools suggest the Census
Bureau's estimate is low: approximately
?7,000 students are currently enrolled
In the District's elementary and sec-
?n.dary schools. Based on 1992 figures,
It IS estimated that there are approxi-
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mately 12,000 additional children who
reside in the District but attend
schools outside of the DC Public
School System (DC Office of Policy
Evaluation 1993).2

As indicated earlier, parents' em-
ployment status is an important factor
in determining the probability that a
child iswithout adult supervision after-
school. Parental employment isassumed
to be negatively correlated with the
likelihood that a child is without super-
vision after school. Data from the 1990
census indicates that 42 percent
(30,817) of DC children ages six
through 13 had parents in the labor
force (DC Office of Policy Evaluation
1993). The School Age Care Division
within the DC Office of Early Child-
hood Development estimates that
approximately 70 percent (55,000) of
the District's school age children reside
in households in which either both par-
ents work or the sole custodial parent
works. They do not cite their source of
information. Research suggests that it is
the mother's employment status which
is most often the determining factor in
regard to a child's likelihood of being
without adult supervision during the
after-school hours. The District does
not collect employment figures specific
to mothers; however, in 1995, 61 per-
cent of the female population were
members of the civilian workforce.

Another factor affecting the super-
vision of children is family composition.
According to 1990 census data, almost
half (over 56,000) of all DC children
under the age of 18 lived in families
maintained by single mothers (Outtz
1995). The literature review suggests
that these children are the most likely to
be without adult supervision during the
after-school hours. By 1994, 58 per-
cent of District children lived in
households in which the father was not
present. This figure includes children
being raised by someone other than
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their parents, most often another rela-
tive. Another five percent of District
children reside with their father only.
Slightly more than 35 percent of young
people in the District lived with both
parents in 1994 (DC KIDS COUNT
Collaborative for Children 1996).

The literature review suggests that
although latchkey children are present
within all social classes, socioeconomic
status is predictive with respect to the
amount of time a child spends without
supervision. According to Every Kid
Counts in the District of Columbia, be-
tween 46 and 48 percent of the District's
youth population live in families receiv-
ing welfare. Over 50,000 of the city's
youth receive welfare. These figures
suggest a poverty rate of almost 50
percent for District children; while some
proportion of these families may have
unreported income that lifts them above
the poverty line, even these families are
unlikely to have incomes that are much
above the poverty threshold. In 1995
the poverty threshold for a family of
three was $12,590 and less than
$16,000 for a family of four.

Geographic Disparities Within DC
As one would expect, the demo-

graphic and family characteristics of
youth are not consistent throughout
DC. The youth population itself is un-
evenly distributed. An analysis of1990
census data indicates that the largest
concentration of children is in Ward 8
(in southeast), followed by Ward 7 (in
far east) and Ward 5 (in northeast)
(Outtz 1995).3

There is tremendous disparity in the
financial circumstances ofDistrictfami-
lies. Unemployment rates in the District
vary significantly by ward. Civilian em-
ployment figures for March 1997
indicate a 7.7percent rate of un employ-
ment in the District. However, the
unemployment rate in Ward 8 (14.4
percent) is twice the city's average and

over five times the rate of unemploy-
ment in Ward 3. Not surprisingly, the
areas of highest unemployment corre-
spond to the areas most stricken by
poverty. Unfortunately, these are the
same sections of the city in which chil-
dren are concentrated.

Major differences exist in demo-
graphic characteristics even between
census tracts within a single ward. For
example, in 1990 the average income
for mother-only families in one census
tract was $9,412, while the average
income for mother-only families in a
nearby census tract within the same
ward was nearly 8300,000 (Outtz
1995). The needs of families in the two
census tracts are likely to vary signifi-
cantly.The variation in the income levels
of District families suggests the value of
conducting needs and resource as-
sessments at the neighborhood as
well as ward level. These assess-
ments will be integral to adequately
and effectively address out-of-school
needs of District youth.

CONDUCTING A NEEDS AND
RESOURCES AsSESSMENT

Data collection and analysis should be
a critical component in the planning and
assessment of youth services. Unfortu-
nately, there is no readily accessible and
comprehensive source of information
about the dispersion, characteristics and
behaviors of District youth. This paper
has already summarized the residen-
tial, family and socioeconomic
information available via the 1990 cen-
sus. The demographic information in
conjunction with the factors affecting
the probability of self-care presented in
the literature review suggest that a sub-
stantial proportion of the District's young
people are regularly without adult su-
pervision. While this deduction is
sufficient to justify the consideration of
latchkey youth as an issue, effective
planning of policies to address the prob-
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lem will require more quantitative
specificity .

Addressing the out-of-school needs
of District youth first requires having
substantial information about the de-
mand for and supply of after-school
:e~.ces (see Table 1). Unfortunately,
~ISInformation has not yet been com-
piled. This section suggests a process
for assessing the demand for and sup-
ply of after-school servicesfrom existing
dat~ Sources. It recommends applying
national probability estimates to DC
data to estimate the number and geo-
graphic distribution of latchkey youth.
It further recommends that the esti-
mates be analyzed relative to the location
of school age care facilities. Recognizing
that available data is not ideal the
~ut~or, nonetheless, suggests a' pre-
ImInary assessment is necessary for the
commencement of an informed policy
debate. The article concludes with a
discussion of the interim findings and
suggestions for further research.

Determining Demand: Estimating
the Number of Latchkey Youth

Data Selection

To this researcher's knowledge, there
are no estimates of the extent of
latchkeyism in the District of Colum-
bia. One way to estimate the prevalence
Of.s.e~f-careis to apply national prob-
abilIties to DC residential data.
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Because it contains information on
both the after-school arrangements for
and family characteristics of youth, the
National Education Longitudinal Study
of 1988 (NELS88) is an appropriate
source of national data. NELS88 sur-
veyed a nationally representative
sample of 24,599 eighth-grade stu-
dents in 1988. NELS88 queried youth
respondents as to whether or not an
adult was regularly at home when they
returned from school. Youth who re-
sponded that they lack adult supervision
were asked how much time they spent
after school without an adult present.

Although it is somewhat dated,
NELS88 is a good source of data for
determining the relationship between
family characteristics and the probabil-
ity of self-care. However, as a survey of
eighth graders, its probability estimates
may not be applicable to all age groups.

For purposes of estimating the ex-
tent of latchkeyism in the District,
NELS88 must be used in conjunction
with District-specific data. There are
several potential sources for DC demo-
graphic data. One of these sources is the
1990 census. Indeed, many of the sta-
tistics previously mentioned were
derived from census data. However,
because of the District's problem of
outmigration, this researcher was con-
cerned that the data may be outdated.
Furthermore, because of confidential-
ity concerns, disaggregated census data

TABLE 1. DEMAND AND SUPPLY

Number
Geographic dispersion
Demographic characteristics
DeVelopmental and academic status
Current child care and afterschool
arrangements
Activities of interest

Location
Capacity
Targeted age groups
Cost
Qpality
Services/programs offered
Current numbers served



172 The Georgetown Public Policy Review, 3:2 (Spring 1998)

is not available at the household level.
This is a necessary prerequisite given
this study's intention of using family
characteristics to estimate the likeli-
hood that an individual child iswithout
supervision during the after-school
hours. For these reasons, this researcher
suggests using the data from the 1993
Washington, DC, Metropolitan Sta-
tistical Area Sample of the American
Housing Survey (AHS).

AHS is intended to provide esti-
mates of housing characteristics and
household composition for the District
as a whole and within individual Met-
ropolitan Statistical Areas. Like the
census, AHS contains geographic vari-
ables, zones. The District of Columbia
is divided into five zones. A zone is
defined for AHS purposes only as "a
socio-economically homogeneous area
of more than 100,000 people." Zones
do not necessarily correspond to geo-
graphic subdivisions nor the city's
political subdivisions, wards. However,
each zone is equivalent to a group of
census tracts (US Census Bureau 1993).
Participating housing units were drawn
from a random sample of housing units
originally selected from the 1980 cen-
sus. A household consists of all the
people who occupy a housing unit,
whether or not they are related to one
another. Interviewers collect the infor-
mation from a reference person (a
household member who is both over 18
years of age and on the lease or mort-
gage) either over the phone or in person.
The demographic characteristics for the
households in this study were collected
during 1993.

The Washington, DC, Metropoli-
tan Statistical Area Sample includes
residences throughout the metropoli-
tan area. However, the sample should
be narrowed to include only occupied
housing units located within the Dis-
trict of Columbia. The data set should
be whittled further to include only those

households containing school age chil-
dren. By creating cases for each child of
school age, it ispossible to convert house-
hold-level data to child-level data.

Because the data are relatively re-
cent, contain geographic variables and
can be analyzed at the child level, AHS
is the most suitable DC-specific data
source. Nonetheless, it is not without its
weaknesses. There is a limited sam-
pling size in each zone. The small sample
sizes place the analysis of any single
zone in doubt (US Census Bureau
1993). However, the sampling sizes are
large enough to suggest broad differ-
ences between zones. Zones may be
combined to allow for discussion of re-
gions of the city. Zones 2, 4 and 5
roughly approximate the eastern por-
tions of the city, and Zones 1 and 3
roughly approximate the western por-
tions of the city." However, it should be
recognized that the larger the portions
of the city analyzed, the further one
moves away from the goal of commu-
nity-level assessment.

Proposed Methodology
The AHS data provide demographic

characteristics of District households
containing school age children. Using
NELS88, it is possible to relate the
demographic characteristics of these
households to the probability that chil-
dren in the households are without
adult supervision during the after-school
hours.

NELS88 questioned a nationally
representative sample of eighth graders
as to the amount of time they spend
after school without an adult present.
The students' responses should be
recoded into dichotomous variables, for
example: ownsome-indicating that
the youth is sometimes left without
adult supervision; ownlp-indicating
that the youth is left without adult
supervision for one or more hours after
school per day; own2p-indicating that
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t~e youth is left without adult supervi-
S10nfor two or more hours after school
per day; own3p-indicating that the
yourh is left without adult supervi-
SIon for three or more hours after
school per day.
. Once the variables indicating the
~lme spent unsupervised are recoded
lUtodichotomous variables, the statisti-
cal technique of probit analysis should
be used to determine the extent and
direction of the correlation between fa-
milial characteristics and the probability
of a youth being left without adult su-
pervision for various periods of time.
The demographic and familial vari-
~bles used as independent variables
In the probit should be selected on
t?e ~asis ofliterature indicating their
sIgnificance. Separate probit analy-
ses should be conducted for each of
the time alone variables.

Bivariate Analysis of AHS Data

CHARACTERISTICS OF DC Yo lITH

Bivariate analysis of the AHS data
can be used to establish background
demographic information on the
D' . ,
. istncr s school age population. This
mfo .rmatton may suggest explanations
~orthe demand for after-school services
in the District as a whole as well as
within specific zones.

The first estimates to bemade should
~~ t?e number, ages and geographic
.lstnbution of the school age popula-
non. This information will provide the
b.ackdrop by which to analyze the spe-
Cl~C demographic indicators associated
~lth a family's child care decisions. The
Iterature review revealed parental em-
ployment, family composition and
economic status as the factors most
significantly affecting the probability of
self-care. The results of the bivariate
ana1~sesfor each of these family char-
actenstics are summarized below.
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School Age Population: Approxi-
mately 60 percent of the District's school
age children are of elementary school
age (5-11) with the other 40 percent
being divided between youth of middle
school (12-14) and senior high school
ages (15-17).

Parental Employment: The litera-
ture review suggests that parental
employment is particularly significant
in predicting the probability that a child
is without supervision during the after-
school hours. The vastmajori ty of school
age children reside in households in
which at least one adult participates in
the workforce. However, in only a very
small percentage ofDistrict households
do all adults work full time. The rate
of full-time adult employment it:
households with school age children
increases when it is restricted to adults
over the age of 25.

Family Composition: The research
literature indicates that children resid-
ing in single-parent, particularly
female- headed, households are the
most likely to be without adult supervi-
sion for long periods of time. Analysis of
the AHS data estimates that almost 40
percent of District youth live in house-
holds in which all the adults are female.

Economic Status: More than one
third of the District's school agechildren
live in households which receive wel-
fare payments, indicating that a
substantial percentage of the District's
young people live in poverty .

GEOGRAPHIC DISPARITIES

Bivariate analysis of AHS data con-
firms the geographic disparities
suggested in the literature review.

School Age Population: Over 70
percent of the District's total school age
population live in two zones, Zones 2
and 5. Together, these zones roughly
approximate the eastern half of the city.

Parental Employment: Children
residing in the southern half of the city,
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Zones 4 and 5, are less likely to have the
adult members of their households be
employed than are children in the north-
ern half of DC, Zones 1 and 2.

Family Composition: Children liv-
ing in Zones 3 and 5 have the highest
probability of living in a single-parent
household.

Income: There is a tremendous dis-
parity in median incomes between the
zones. Children living in Zones 3, 4 and
5 are much more likely than their coun-
terparts in Zones 1 and 2 to be poor.

These bivariate analyses indicate
that school age children are concen-
trated in the same zones as
unemployment, poverty and single-par-
enthood, suggesting that a large
proportion of the District's youth are
regularly engaged in self-care. Applica-
tion of probability estimates from
NELS88 to this demographic data can
be used to estimate the actual numbers
and percentages of latchkey youth.

Application of National
Probabilities to DC Data

Using national probability estimates
to determine the extent and distribu-
tion of latchkeyism within the District
requires a three-step process: run a
probit model of NELS88 data to esti-
mate expected latchkeyism for eighth
graders nationally; multiply the prob-
ability coefficients from the probit
analyses of NELS88 variables by the
means of similar variables in the AHS
data set and sum them together; and
apply the cumulative standardized nor-
mal distribution function to determine
the predicted number oflatchkey chil-
dren ages 12 to 14 in the District of
Columbia.

The following section briefly sum-
marize the results of following these
procedures.

PROBIT ANALYSES OF NELS88

Despite indications in the research lit-
erature of their importance, not allof the
independent variables used in the probit
analyses were statistically significant at
the 90 percent level. Furthermore, the
direction, predictive power and statisti-
cal significance of the independent
variables fluctuate based on the amount
of unsupervised time in question. The
independent variables that follow are
statistically significant at the 90 percent
confidence level.
. Paren:al Employment: For every
time penod examined, parental em-
ployment is positively correlated with
the probability that a child will be with-
out adult supervision.

Father in Household: The presence
of a child's father in his or her household
is negatively correlated with the prob-
ability that a child will be without
supervision.

Income: Income is positively asso-
ciated with the likelihood of a young
person being left alone for short periods
of time and negatively associated with
the likelihood of a young person being
left alone for long periods of time (two or
more hours). Both the statistical signifi-
cance and negative association of income
increase as the length of time spent
unsupervised increases from two to three
hours or more. Despite the statistical
significance of income, receiving wel-
fare is not statistically signiflCant at the
90 percent confidence level.

~ace/Ethnicity: In general, being
white or Hispanic is negativelyassoci-
ated with the likelihood of a child being
unsupervised during the after-school
hours.

APPLICATION OFTIIE PROBABILITYCOEmCIENTs

FROM NELS88 TO AHS DATA

Applying the probability coefficients
from the NELS88 variables to similar
AHS variables suggests that approxi-
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mately 88percent of school age children
ages five to 17 are sometimes left with-
out adult supervision during the
after-school hours. It is important to
note that this figure assumes that the
relationship of the family characteristics
a.nd. time alone for eighth graders is
sImilar to the relationships for younger
and older children. Since the literature
suggests that younger children are less
l~kelythan older ones to be leftunsuper-
Vlsed,there is reason to believe that the
application ofNELS88 probability co-
efficients to AHS data overestimates
th~ figures for elementary school age
children and underestimates the fig-
ures for high school age youth. The
young people surveyed by NELS88:vere in eighth grade, thus correspond-
lng most closelyto the 12- to 14-year-old
~ategory. Thus, the following summary
ISrestricted to estimates formiddle school
aged youth.

More than 16,000 middle school
age children (approximately 85 percent
of the District's population ages 12-14)
a.re sometimes without adult supervi-
sion (see Table 2). The likelihood of a
young person being in self-care de-
creases inversely to the amount of time
alone per day. Whereas almost 60 per-
cent of middle school aged youth are
unsupervised for one or more hour per
day, only 15 percent arc regularly left
unsupervised for more than three hours.
The analyses suggests that almost 5,300
12- to 14- year-olds are regularly with-
out supervision formore than two hours.

As suggested by the previously cited
geographic disparities, the likelihood of
r~gularly being without adult supervi-
SlO~also varies according to the zone of
reSIdence. Citywide, over one half of
the middle school age population regu-
larly lack adult supervision for an hour
or more after school. Nonetheless, more
th~n 70 percent of the city's latchkey
chIldren reside in the eastern half
(Zones 2, 5 and part of 4) of the city.
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The concentration oflatchkey youth in
this depressed region of the city sug-
gests that many of the young people
in self-care also lack other family and
economic support.

The results from the application of
NELS88 probability estimates to AHS
data only hint at the story that needs to
be told. The ideal is to determine the
prevalence and geographic distribution
oflatchkey youth of all ages. However,
weaknesses in the available data make
this goal unrealistic at this time. None-
theless, even this preliminary analysis is
worthwhile: we now know that more
than 5,000 of the District's young people
ages 12 to 14 regularly spend more than
two hours a day without adult supervi-
sion. We also know that these latchkey
youth are concentrated in the eastern
quadrants of the city. Though not the
comprehensive description of the preva-
1enceand distribution oflatchkeyyouth
initially hoped for, these conclusions do
confirm the hypotheses that self-care is
both common and concentrated in ar-
eas of the city already challenged by
poverty and single parenthood.

Although our knowledge about the
demand for self-care in the District is
incomplete, it is sufficient to raise addi-
tional questions: Why is it that these
young people are without supervision?
Is it because they lack access to after-
school programs, or is it because they
choose not to participate? In other
words, is it an issue of supply or de-
mand? In an attempt to address these
questions, the next section summarizes
available information about the status
and availability of after-school services
in the District of Columbia.
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Alone sometimes 16,012.70 2,761.37 4,185.13 1,343.58 643.05 7,043.25

% of U-14 year- 85.85 90.15 88.54 85.99 79.21 82.99
olds

% of U-14 year-
olds alone 100.00 17.24 26.14 8.29 4.02 43.99
sometimes

Alone 1+ hours/day 10,808.07 1,729.17 2,891.87 905.11 394.62 4,894.47

% of 12-14 year- 57.95 56.45 61.18 57.93 48.61 57.67
olds

% of 12-14 year-
olds alone 1+ 100.00 16.00 26.76 8.37 3.65 45.29
hours/day

Alone 2+ hours/day 5,287.90 735.15 1,376.83 447.01 198.65 2,543.36

% of 12-14 year- 28.35 24.00 29.13 28.61 24.47 29.97
olds

% of 12-14 year-
olds alone 2+ 100.00 13.90 26.04 8.45 3.76 48.10
hours/day

Alone 3+ hours/day 2,811.51 268.66 726.10 254.88 118.82 1,486.04

% of U-14 year- 15.07 8.77 15.36 16.31 14.64 17.51
olds

% of 12-14 year-
olds alone 3+ 100.00 9.56 25.83 9.07 4.23 52.86
hours/day
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Determining Supply: Estimating
the Accessibility of After-school
Services

Availability of School Age Care
hiThere are approximately 80,000
c ildren attending public elementary
~d se.condary schools in the District.
n estimated 70 percent of these young

p.eople reside in households in which
elther both parents work or their sole
custodial parent works (DC Office of
Earl~ Childhood Development), sug-
gestIng a tremendous need for
after-school programs. As previously
stated, we do not yet know the numbers
of young people at each age level in
need of after-school services. Nonethe-
l~ss, the available data and research
lIterature suggest that the District's
c~rrent care infrastructure is insuffi-
crenj relative to need.
. In 1990, The Metropolitan Wash-
ington Council of Governments
es~imated that approximately 56,000
children ages zero through 13 were in
need of child care. Approximately
30,000 of those in need of care were
~ou.th ages six through 13. However,
unng the same time period, a total of

only 21,396 slots were available in regu-
1ated child care facilities. Thus, 62
percent of potential child care demand
Was unmet by regulated supply (Met-
ro l'po iran Washington Council of
Governments 1993). Unregulated child
care (usually family-based) may make
up some of the difference. Nonetheless,
these statistics clearly indicate that de-
mand for school age care in the District
of Columbia exceeds supply. The re-
cent welfare reform legislation
mandates that more single parents
e~ter the workforce. Thus, the ratiof. available slots to those needed is
ikely to get worse.
h To date, the District government
as failed to compensate for the school

age care shortage. District school age
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careprograms provide care foronly3,OOO
to 4,000 of the city's children ages four
through 14 (Bruce 1996). The vast
majority of the District's before- and
after-school services are private (DC
Office of Early Childhood Develop-
ment). According to the DC Office of
Consumer and Regulatory Affairs, 180
centers are registered to provide before-
and after-school care to children ages
four through 14. However, 90 percent
of children enrolled in school age care
programs in the District are between
ages five and ten, suggesting that ado-
lescents are a particularly underserved
population (DC Office of Early Child-
hood Development).

Possible Reasons for Lack of
Participation

There is no body of research detail-
ing the reasons why individual young
people fail to participate in after-school
programs. However, anecdotal evi-
dence suggests three likely reasons for
lack of participation: high tuition costs,
geographic mismatch between program
location and the young person's resi-
dence or school and lack of
age-appropriate program offerings.

The high cost of school age care is
prohibitive to many families. Research
bythe Metropolitan Washington Coun-
cil of Governments states that for a
two-parent family with one school age
child (age six through 13), the cost of
care in 1989 was equal to four percent
of their 1990 income. The percentage
of income consumed by child care costs
increases dramatically to ten percent
for father-only families and 15 percent
for mother-only families (Metropolitan
Council of Governments 1993). For
families with more than one child in
child care, the impacts on net family
income are even greater.

Even if a family can afford an after-
school program for a child, they may not
be able to find one which is conve-
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niently located near their home, the
child's school or the parent's place of
employment. After-school programs are
not necessarily concentrated in those
areas with the greatest need, and fami-
lies which do not have access to a car
may be unable to transport their chil-
dren to facilities in other parts of the city.
The District's Office of Early Child-
hood Development suggests that the
location of after-school programs can
often be explained by the economic and
educational levels of parents (Bruce
1996) . For example, though the largest
number of the District's elementary
schools are located in Ward 7 (far east),
Ward 7 has the smallest number of
school-based care programs. The op-
posite is true for the much wealthier
Ward 3 (northwest). Ward 3 has the
least number of elementary schools but
the largest number of school-based pro-
grams. Many of these programs were
initiated by and receive continuing sup-
port from parents (DC Office of Early
Childhood Education).

Another possible reason for lack of
participation in after-school programs
(and one which is increasingly relevant
as children age) is inappropriate pro-
gram offerings. Young people may not
be interested in the activities offered by
the after-school programs to which they
have access, causing them to choose
self-care. Individuals familiar with af-
ter-school programs in the District of
Columbia have suggested that provid-
ers do not always adapt their programs
to make them developmentally appro-
priate for older youth. Anecdotal
evidence suggests that lack of age-ap-
propriate program offerings ismost often
an issue at child development centers
which cater to pre-school children but
offer school age care.

Data Selection
In order to maximize its usefulness

to policymakers, the estimate of latch-

key youth should be accompanied by an
assessment of the resources available to
youth. Ideally, a side-by-side analysis
would suggest answers to questions
regarding the reasons why so many
young people are without supervision
during the after-school hours. The
analysis would also indicate whether
the current care infrastructure has the
capacity to absorb youth in need. It
would suggest changes in tuition, loca-
tion, capacity or programming necessary
to increase the enrollment or participa-
tion of youth. Unfortunately, available
data are not sufficient to resolve all of
the above issues. Nonetheless, this ar-
ticle suggests a process by which to
reconcile available data regarding sup-
ply and demand. Such a preliminary
assessment should, at least, point
to the questions and issues which
should shape planning and evalu-
ation of after-school services in the
District of Columbia.

The DC Department of Consumer
and Regulatory Affairs compiles the
only list of after-school services in the
District. Unfortunately, its list is not
very comprehensive. It is limited to
programs providing care for children
ages four to 14. It does not include
home-based providers of school age
services, nor does it include many of the
less formal, drop-in centers catering to
older youth. Furthermore, only the
names, phone numbers and street ad-
dresses of the centers are provided.
There is no information regarding tu-
ition, total capacity or the number and
demographics of young people actually
being served. Thus, the best source of
data about after-school services in the
District is not, for our purposes, a very
good one.

Neither the data about youth or the
services available to them are ideal.
However, in the absence of other avail-
able data, they should still be analyzed
relative to one another. At the very
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least, such an analysis should indicate
trends or disparities in serviceprovision.

Proposed Methodology
The data regarding after-school re-

sources should be geocoded to
determine the longitude and latitude of
each site. The coordinates should then
be mapped so that their location can be
analyzed relative to the needs and de-
~ographics of the city'syouth population.
Smce the geographic unit in the AHS
data is the zone, the relevant informa-
tion to be determined is the number and
percentage of school age care facilities in
each of the city's five zones.

Geographic Distribution of School
Age Care Facilities
As indicated in Table 3, there are a total
of180 licensed school age care facilities
operating in the District. Between 16
and 28 percent of the sites are located
in each zone, suggesting a relatively
equitable distribution. However, the
high concentration of school age and
latchkey children in just two of the city's
five zones suggests that the even distri-
bution of school age care facilities is not
responsive to demand. For example,
the estimated ratio of elementary school
age children to child care facilities in
Zone 5 (southeast) is 70 percent higher
than the ratio for the city as a whole.

The school age care data consist of
facilities serving children ages four
through 14; however, the majority of
children served by these facilities are
under age ten (DC Office of Early
Child Development). Thus, the de-
mand and supply data are not good
matches. However, making the as-
sumption of a constant effect of age on
the likelihood of an individual being in
self-care is constant would enable one
to better estimate the number and dis-
tribution of elementary school age
latchkey youth. The assumption is not
completely methodologically sound;
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however, the trends in the resulting
estimates are consistent with the litera-
ture review. Like their middle school
aged counterparts, latchkey youth ages
fiveto 11 are concentrated within Zones
2 (northeast) and 5 (southeast). The
concentration oflatchkeyyouth in these
zones is likely due to both the sheer
numbers of children living in the zones
and the prevalence in these zones of
family characteristics predictive of
self-care.

Table 3 lists the ratios of the esti-
mated number of children regularly left
alone for two ormore hours to school age
care facilities in each zone. These ratios
indicate the number of latchkey chil-
dren that each facility within a zone
would have to absorb in order to ensure
after-school supervision to all youth.
Even without knowing the exact capac-
ity of each child care facility, the high
ratios oflatchkey youth to facility indi-
cate that it is not possible for the current
care infrastructure to fulfill demand.
The disparity between supply and de-
mand is particularly egregious in the
eastern half of the city (approximated
by Zones 2 and 5). The literature aswell
as the previous statistical analysis indi-
cate that these are the same zones
in which children and poverty are
most concentrated.

DISCUSSION

Though the data available to evaluate
the supply and demand of after-school
services are imperfect, a preliminary
analysis suggests the existence of a
geographic mis match between
latchkey youth and after-school
programs. The following section
highlights noteworthy results and
suggests possible explanations.

The AHS estimates of demographic
disparities between different parts of
the District are consistent with trends
indicated by the US Census Bureau
and DC agency statistics. School age
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children are most densely concentrated
in the eastern quadrants of the city
(Zones 2 and 5). Demographic charac-
teristics such as poverty, female-only
households and unemployment which
are correlated with social problems are
concentrated within these same areas.
The application of NELS88 probabil-
ity coefficients to AHS data suggests
self-care as yet another obstacle that
youth living in these areas must over-
come on their way to adulthood. The
research literature suggests, and the
data appear to confirm, that these de-
mographic characteristics may not only
compound the problems of self-care
but may actually be to blame. Thus, it
should not come as a shock to those
familiar with the District that the com-
bination of high concentrations of
children and socialproblems in the east-
ern quadrants of the city generate a
population of latchkey children larger
than in other parts of the city.

Though latchkey children are con-
centrated in Zones 2 and 5, they are
prevalent throughout the District. As
with other demographic and familychar-
acteristics, Zone 1 is the exception to
the rule with respect to trends in self-
care. Children in Zone 1 are more likely
than other District youth to be left
unsupervised. The high likelihood of
self-care is no doubt attributable to the
high rates of adult employment within
the zone. Despite the high rates of
employment, there is a surprising preva-
lence of self-care in Zone 1; the
unusually high median income within
the zone suggests that most families
should be able to afford school age care
for their children. The breakdown of the
overall rate oflatchkeyism into rates for
distinct time periods reveals children in
Zone 1 to be the least likely of the city's
children to be left alone for more than
two hours. Thus, adult supervision is
indeed accessible for and used by many

TABLE 3. REGISTERED SCHOOL AGE CARE FACILITIES

Nwnberof
school age care 180.00 29.00 36.00 32.00 33.00 50.00
facilities

Percent total
school age care 100.00 16.20 20.11 7.88 18.44 27.93
facilities

Youth ages 5-14/
49,433.78 8,050.29 13,345.51 3,715.77 1,151.68 23,547.00

facility

Youth ages 5-14
alone 2+ hours 5,353.05 785.50 1,468.36 476.29 205.94 2,660.21
per day/facility
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of these families. Furthermore, the re-
search literature suggests because their
family and economic circumstances are
more similar to those of suburban chil-
dren, latchkey children in Zone 1 may
be less adversely affected by self-care
than children living in other zones.

Children living in zones with high
unemployment are more likely than
children in areas oflow unemployment
to be unsupervised for extended peri-
ods of time (two or more hours) after
school. These statistics are
counterintuitive: common sense sug-
gests that households in which there is
underemployment or unemployment
are more likely to have adults available
to supervise youth after school than
fully employed households. Further-
more, both the literature review and
probit analyses indicate that parental
employment is negativelycorrelatedwith
the likelihood of a child being left unat-
tended. The fact that welfare is not a
statistically significant predictor of
latchkeyism suggests a possible expla-
nation for this conundrum: it is, in fact,
the children of the employed adults
within these zones who are unsuper-
vised. Low median incomes within the
zones suggest that working poor fami-
lies are probably unable to afford school
age care. They are also less likely than
families within the welfare system to
receive child care subsidies.

The ratios of school age and latchkey
youth to care facilities are evidence of
the inability of the District's school age
care infrastructure to adequately meet
the needs of the District's families and
youth (see Figure 1). The differences
between the proportion of the city's
school age children" and proportion of
care facilities within zones suggest that
care providers are unaware of or unre-
sponsive to need in four of the city's five
zones. The proportion of the city's child
care facilities in Zones 3 and 4 exceed
the proportion of school age children in
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these zones. The opposite IS true in
Zones 2 and 5.

The location of school age care facili-
ties relative to school age youth speaks
to the accessibility of school age child
care. Common sense suggests that chil-
dren who reside in and attend school in
one zone are unlikely to travel to care
facilities located elsewhere. The ex-
pense of maintaining a vehicle in the
District may discourage many low-in-
come families from having one. Families
who lack access to a personal vehicle
may be unable to transport children to
school age care facilities located beyond
the immediate vicinity of their home. If
these families live in a neighborhood
with adeficit of child care slots, they may
be forced to resort to self-care.

The importance of the proximity of
a child's home to child care facilities in
determining access seems self-evident.
However, the seemingly disproportion-
ate number of child care facilities located
in Zones 3 and 4 may offer evidence to
the contrary. These zones represent the
downtown area where business and
government offices are most concen-
trated. Child care centers for pre-school
children probably locate in these zones
with the intention of serving the offices'
employees. It is evident from the list of
licensed school age care facilities that at
least some of these day care facilities
have expanded to school age care de-
spite the fact that relatively few school
age children reside in these zones. The
District's policy of public school choice
may, in fact, result in these sites being
more convenient than care facilities
within a child's neighborhood of resi-
dence. Thus, the proximity of a child's
school to school age care facilities may
be more indicative of access to after-
school care than is the proximity of their
home to these facilities.

The literature review suggested that
negative effects of self-care are more
common for urban and low-income
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FIGURE 1. PERCENT OF DISTRICT'S SCHOOL AGE CHILDREN
(5-14) RELATIVE TO PERCENT OF DISTRICT'S
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50

40

30

20
10

o
1 32

AHS Zones

• % of city's SAC
(5-14)

II % of city's care
facilities

4 5

youth than for their wealthier or subur-
ban counterparts. The same family
characteristics which indicate the prob-
ability of children being in self-care are
associated with low socioeconomic sta-
tus, which has been determined to be
detrimental to children's development.
Existing data do not enable us to
separate out the independent effect
of self-care on the well-being of Dis-
trict youth.

SUGGESTIONS FOR FuRTHER
RESEARCH

This paper represents the first attempt
to use probability analysis to estimate
the extent and distribution of
latchkeyism in the District of Colum-
bia. It is also one of the few efforts to
relate the number and geographic dis-
tribution of care facilities to the number
and geographic distribution of youth
who are without adult supervision dur-
ing the after-school hours. The high
ratio of school age children to child care
facilities within zones as well as dispari-
ties between zones suggest
inadequacies in the current care infra-

structure. The statistics presented
within this paper highlight the problem
but are unable to explain the reasons for
it. The pertinent question for
policymakers is, why are there so many
latchkey children? Inherent within this
question is another: why is there such
disparity in the provision of after-school
services between different areas of the
city? These unanswered questions in-
dicate the need for a more qualitative
analysis of latchkeyism and school age
care within the District.
It is critical that those promoting

improved access to and utilization of
school age care services understand the
changes necessary to bring youth into
the system. While the statistics included
here will be useful in assessing the
after-school needs of the District, they
provide little insight into the reasons
why so many youth are currently not
enrolled in school age care and after-
school programs. Research into the
deciding factors should include inter-
views with both parents and youth since
the attitudes of these two groups with
respect to after-school programs may
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differ. Possible reasons for lack of in-
volvement may include high cost,
inconvenient location, perceptions of
low quality, lack of interest, lack of
knowledge about potential nega-
tive effects of self-care and lack of
space within existing programs.

There is little information available
about supervised after-school options
in the District. As previouslymentioned,
the list of school age care facilities used
in this research is not a good represen-
tation of activities available to middle
and high school age youth. There is no
listing of drop-in and community center
programs, resources which are more
likely to be available and appealing to
older youth. Extracurricular activi-
ties may also serve as an alternative to
school age care. However, there are
no data about availability and par-
ticipation of District youth in
school-sponsored activities.

Even the data that are available, the
Department of Consumer and Regula-
tory Affairs listing of school age care
facilities, do not provide sufficient infor-
mation to evaluate the supply part of
the supply and demand equation. That
listing does not indicate the numbers
and demographic information of chil-
dren currently being served, nor does it
indicate the number or geographic dis-
tribution of slots in school age care
available. We do not know if existing
school age care facilities have empty
slots or lengthy waiting lists. Effec-
tive planning and evaluation
necessitate that more data be com-
piled and mapped about the
resources available to District youth.

CONCLUSION

A body of research literature suggests
that young people engaged in self-care
are more likely than their supervised
counterparts to exhibit negative social
and academic outcomes. Lack of struc-
ture and adult guidance during the out-
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of-school hours affords these youth the
opportunity to engage in, or fall victim
to, delinquent and risky behavior. The
demographic characteristics of the Dis-
trict of Columbia's youth population
suggest that a substantial proportion of
youth are regularly without supervision
during the after-school hours. This pa-
per suggests the use of national
probability estimates to determine the
number and geographic distribution of
District youth engaged in self-care. It
further suggests that these estimates of
demand for after-school servicesbe ana-
lyzed relative to information about the
supply of after-school services. Un-
fortunately, the data available
preclude conclusive evaluation.
Nonetheless, the estimates suggest
that almost 60 percent of DC youth
are without adult supervision for more
than an hour each day. Furthermore,
these latchkey youth are concentrated
in areas of the city already burdened
by a large number of social problems.
Indeed, these social problems both
contribute to and compound the nega-
tive effects of latchkeyism.
Preliminary data about school age
care facilities indicate that they are
not concentrated in the same areas of
the city as are latchkey youth. In
order for policymakers and commu-
nity leaders to effectively address this
disparity, additional information
needs to be compiled and analyzed
about youth and the resources avail-
able to them.

Notes
1 For example, Galambos and Maggs

(1991) coded a young person who "hung
out"with friends after school asmore dis-
tant fromadultsupervisionthan achildwho
remainedhomeandreceivedregularphone
callsfrom parents or other adults.

2 Enrollment figuresfor the District of
Columbia Public Schools(DCPS) are of-
ten assumed to be overestimated. DCPS
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has previously been accused of inflating
enrollment figuresin order to receivemore
federal funds.

3Thisdiscussionofgeographicdispari-
tiesisbasedonward-leveldata.The District's
eightwards arepoliticalsubdivisions.Later
discussionsofgeographicdisparitywillfo-
cus on zones. Each of the city's fivezones
correspondsto groupsofcensustracts.The
solepurpose of zones is statistical.

"The Capitol is the dividingpoint be-
tween east andwest and north and south.

S The Department of Consumer and
RegulatoryMfairs' list of school age care
facilitiesislimitedto facilitiesservingyouth
betweenthe agesoffiveand 14(DC Office
of Early Childhood Development). The
proportions illustrated in the chart arelim-
ited to schoolagechildrenin that agerange.
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The Effects of Maternal Work Choices
and Family-Friendly Employer Policies on

Child Outcomes

HELENA K. WALLIN

Ellsworth Associates

With more mothers than ever before entering the workforce after childbirth,
countless studies have been conducted to determine the effects of maternal
participation in the labor force on child outcomes. Businesses have also conducted
their own research to determine what effects, if any, their benefit policies aimed at
working parents have on productivity, turnover, absenteeism and the corporate
bottom line. What is lacking in these studies is the link between business policies
and child outcomes.

This study builds on previous research of maternal work choices and their
effect on children's home environment and behavior, and adds the presence of
family-friendlywork benefits. The author concludes that returning to work in the
fourth quarter of the child's first year of life is associated with more behavior
problems for four- and five-year-old children than returning to work in the first
quarter and that the presence of a flex time benefit at the mother's workplace is
associated with positive home environment scores for four- and five-year-olds,

INTRODUCTION

Over the last three decades, there has
been a large increase in the number of
mothers entering the labor force. In
1960 the labor force participation rate
for mothers was 30 percent, doubling to
almost 60 percent in 1995 (Bureau of
Labor Statistics 1996). Mothers' in-
creased participation in the labor force
has come at a time of other significant
demographic trends in the life of a fam-
ily, including increasing economic
hardships on families and the increase
in one-parent families (Hewlett 1991;
Desai, Chase-Lansdale and Michael
1989). These demographic changes
suggest that the experience of children

and young people today is very differ-
ent than for previous generations (Desai
and Waite 1991). A key question is
whether children benefit-or suffer--
when their mothers work.

As mothers enter the workforce in
greater numbers, they face role strains
that did not characterize "traditional"
families of the mid-century. When the
primary or secondary breadwinner is
also the traditional caregiver for the
children, balancing both work and fam-
ily becomes difficult. Perhaps in
response to the "juggling act" that em-
ployment and child rearing often entail
for families, many parents report that
work has taken over much of their pri-
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vate lives (Clark 1992). Men, women
and their families seem to have entered
a conundrum of sorts: parents need to
work to support their children finan-
cially, and yet for many, work interferes
with their ability to spend a desired
amount of time with their families.

In light of the growing number of
women who return to work after child-
birth and the additional stressesmothers
may face, many companies have insti-
tuted family-friendly policies to help
parents balance both work and family
life. Many of these programs have been
evaluated to determine the financial
impact they have on employers and the
effect they have on the work and family
choices of the intended recipients. Little
is known, however, about how family-
friendly policies in the workplace
enhance positive outcomes for children.
There is a need to further assess the
association of maternal work on behav-
ioral and emotional outcomes ofchildren
(Trzcinski and Finn-Stevenson 1991).

This study builds on previous re-
search and seeks to estimate effects of
maternal work choices on developmen-
tal outcomes of four- and five-year-old
children. In particular, this study will
use the National Longitudinal Survey
ofY outh (NLSy) data set to determine
the effects of the timing of return to
work, the number of hours worked and
the presence of family-friendly polices
in the workplace on two child outcomes:
behavior (as measured by the Behavior
Problems Index [BPI]) and home en-
vironment (as measured by the Home
Observation for Measurement of the
Environment [HOME]).

PRIOR RESEARCH

Research in the area of maternal work
and its effect on children has been
guided by child development experts
who contend that the first three years
of life are instrumental in shaping the
future of a young child. During these

early years, children experience rapid
brain growth, have a strong capacity for
learning and develop attachments to
caregivers (Silverman 1980, Solnit 1980,
Carnegie Task Force 1994). As the
number of women entering the
workforcewhile their children areyoung
increases, it is necessary to determine if
there are long-term effects of maternal
employment during infancy on child
development outcomes in later years.

Child Development
While certain family demographics

have changed over the past few de-
cades, the way a child learns and
develops has not changed (although
our understanding of that process is
increasing). Previous research shows
that the first years of life are a crucial
developmental stage for young chil-
dren. Cognitive, behavioral and
emotional growth arc all fostered in this
period of a child's life (see Freedman
1980, Silverman 1980, Wachs and
Gruen 1982). With the advent of com-
puter assisted techniques, scientists are
able to deepen their knowledge of the
impact ofbrain stimulation in the child's
early years (Nelson and Bloom 1997).

The bottom line in these studies and
others is that children's cognitive and
emotional development is not predicted
at birth. Instead, how successfully a
child negotiates these important years
of life is partially determined by the
quality of the care provided to him or her
(Solnit 1980). Not long ago, mothers
were criticized for leaving their children
in child care while they returned to
work. A recent child care study by the
National Institute of Child Health and
Human Development (NICHD) con-
tests this widely held belief and found
that children in extensive child care did
not differ with respect to attachment
security towards their mothers com-
pared to those not in extensive care
(NICHD Early Child Care Research
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Network 1997). What is important,
however, is the quality of care the child
receives and the amount of cognitive
stimulation from both the provider and
from the mother.

Maternal Work Characteristics
Over the past severalyears, research-

ers have focused their attention on the
growing reality of women returning to
the workforce after childbirth and its
ramifications for children. Previous lit-
erature finds that maternal employment
is not necessarily apredictor of negative
child development outcomes as early
theorists suggested. Rather, maternal
work may actually contribute to the
positive cognitive and emotional growth
in children since employed mothers en-
courage their children's development
(Gottfried et al. 1988). Interestingly,
HOME scores of children by women
who stopped work due to childbirth
have actually declined (Bradley and
Caldwell 1984).

In addition to determining the ef-
fects of working on child development,
additional research has looked at the
effects of the timing of maternal entry
into the labor force, the number of hours
worked (and hours of child care) and the
effectof family-friendlyemployerpolicies.

Timing of Return to Work
The timing of a mother's return to

work after childbirth is equally as im-
portant as whether she returns to work
at all. Within the first year after child-
birth, the mother's return towork affects
cognitive and behavioral scores in a
non-linear manner (Baydar and Brooks-
Gunn 1991). While this result may
seem surprising, it does make intuitive
sense. Returning to work during the
first or fourth quarter appears to be the
"developmentally best" time to return
to work while returning in the second or
third quarter proves to be the most
harmful time to leave the child. The
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study's authors theorize that "it is pos-
sible in the second (and third) quarter,
children are forming representations of
their parents vis-a-vis dimensions such
as constancy, consistency, and differ-
entiation ... [thus] separation from the
mother during this period may be more
detrimen tal than earlier or later" (Baydar
and Brooks-Gunn 1991, 942). Conse-
quently, a child whose mother returns
to work before the second quarter de-
velops a "notion of maternal constancy
that includes regular absence" (Baydar
and Brooks-Gunn 1991, 942).

Hours Worked and Non-Maternal
Care

Similar to the timing of a mother's
return to work, child development out-
comes are not linearlyrelated to maternal
hours ofwork Itis more detrimental, for
example, for the child if the mother
works 10 to 20 hours aweek than it is if
a mother works under 10 hours or more
than 20 hours per week (Baydar and
Brooks-Gunn 1991). Since maternal
hours of work are often used as a proxy
for the amount of time a child spends in
child care, this effect is thought to be the
result of the consistency and quality of
care.Children whosemothers workmore
than 20 hours aweek are possibly placed
in more stable and, perhaps, better
quality care since the mother realizes
that she will be absent for a set period
of time. Alternatively, a mother who
works 10 to 20 hours a week may have
a harder time finding a stable part-time
care arrangement and is forced to choose
more ad hoc or less quality care for her
child. Researchers also conclude that
non-maternal child care affects a child's
ability to adjust to situations where
strangers are present. Children of non-
working mothers often exhibit more
"stranger resistance" than children of
working mothers (Belskyand Eggebeen
1991, Hock 1980, Clarke-Stewart
1989). Thus, maternal absence and



192 The Georgetown Public Policy Review, 3:2 (Spring 1998)

non-maternal care are not necessarily
detrimental to child development, as
previously thought. Emerging research
on various aspects of child care (e.g.,
quality and type) and maternal work
(e.g., timing of return to work, hours
worked) has shown that certain charac-
teristics may mediate the effects of
maternal absence on children in the
long run (Clarke-Stewart 1989).

Family Policies in the Workplace
While returning to work after child-

birth is not as detrimental to children as
previously thought, this does not pre-
sume that time off after childbirth or
family-friendly policies in the work-
place are not necessary. Many
employers are now providing an assort-
ment of family-friendly policies (e.g.,
parental leave, flex time and employer
sponsored child care provisions) to alle-
viate some of the stresses of combining
work and family for their employees.

In 1993, the Family and Medical
Leave Act (FMLA) was passed by
Congress and signed into law by Presi-
dent Clinton. The purpose of the Act
was to allow parents employed in public
sector organizations and private sector
firms of 50 or more employees 12weeks
of unpaid leave after the birth of a child.
Although this lawdoes not cover smaller
companies, some have instituted liberal
leave and other policies to accommo-
date their workforce. While the benefits
of family-friendly programs to employ-
ers have been documented by increased
productivity and job satisfaction and
decreased turnover and absenteeism
(josef and Ward 1992; Friedman 1991;
Phillips and Reisman 1992; Galinsky,
Bond and Friedman 1993), the ben-
efits to children are not as well known.

Maternal and Child Characteristics
A mother's familial, social and psy-

chological background has an important
influence on the upbringing of her child

(Menaghan and Parcel 1991). Chil-
dren in families with greater
socio-economic advantages tend to have
more financial and educational oppor-
tunities which aid in future cognitive
development (Parcel and Menaghan
1990). In general, the major predictors
of child development lie in the home
environment and socio-economic sta-
tus of the families (Gottfriedetal.1988).

As we have already seen, working
mothers enrich the home environment,
as do educational attainment, intelli-
gence and current age. Older mothers
and more educated mothers are able to
draw on past experience and have
greater problem-solving skills, perhaps
explaining their children's higher
HOME scores (Menaghan and Parcel
1991). Similarly, mothers' intellectual
ability (as measured by the Armed Ser-
vices Qualification Test [AFQJ] in
1980) is a predictor of child educational
capacity (Parcel and Menaghan 1994).
Ethnic background also plays a role in
influencing maternal attitudes which,
in turn, affects child development and
home environments (Laosa 1981,Elardo
and Bradley 1981).

Certain child characteristics play an
important role in child development.
Child gender is often a predictor of
behavioral problems and cognitive abil-
ity. While boys score lower on verbal
ability tests than girls (Blake 1989) and
exhibit more behavior problems than
girls (johnson and Kaplan 1988),
HOME environment scores do not dif-
fer by sex (Bradley and Caldwell19 84).
Also, children with health limitations
generally score higher on the HOME
measure than children without any
appreciable health condition. While this
is counter-intuitive, it has been sug-
gested that mothers may compensate
for their child's limitation by reinforcing
the home environment (Menaghan and
Parcel 1991).
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A final category of child and mater-
nal background that affects child
development is the composition of the
family itself. The birth of siblings has a
strong negative impact on the home
environment for children (Menaghan
and Parcel 1995). Conditions in the
home also affect child outcomes. While
the presence of a spouse has a positive
effect on the home environment
(Crouter, Belsky and Spanier 1984),
marriage in and of itself is not a defini-
tive predictor of strong HOME
measures. By the same token, single
motherhood is not a definitive predictor
of poor HOME measures-if, for ex-
ample, the single mother earns a good
income (Menaghan and Parcel 1995).
In other words, the quality of the work
environment (as measured by income)
is an important factor in determining
whether single motherhood is detri-
mental to children. Divorce,' however,
does have an impact on child out-
comes, as shown by a decline in home
environment measures for women
who divorce, relative to women who
have remained married over the same
time period (Menaghan and Parcel
1995).

CONCEPTUAL MODEL

Given the above research, the model
chosen for study will include avariety of
control variables which have proven
significant in previous research. The
baseline model will include the follow-
ing four categories ofvariables: maternal
background variables (collected from
the mother before childbirth), events at
birth variables (measured from both the
mother and the child at childbirth),
maternal employment in first-yearvari-
ables (collected during the first year
after childbirth) and current environ-
mentvariables (collected when the child
was four or five years old). The models
to be tested will include the addition of
explanatory variables regarding work
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(timing of return to work, hours worked
and family-friendlywork policies) to the
baseline model. We expect, then, that
children will have better child develop-
ment scores (or, increased HOME
scores and decreased behavior prob-
lems scores) if their mothers return to
workwithin the first quarter, their moth-
erswork more than 20 hours aweek and
if the maternal employer has family-
friendly policies to ease the stress of
both work and family lifefor the mother.

DATA AND METHODS

Data
The data set chosen for this study is

the National Longitudinal Survey of
Youth (NLSy). TheNLSY grew out of
the US Department of Labor's research
studies on labor market behavior in the
1960s. These studies came about from
collaborations between social scientists
and federal policymakers and their joint
desire to look at possible correlations
between schooling, education and pov-
erty. The National Longitudinal Survey
of Labor Market Experience studied
four cohorts in 1960. In 1979, the Bu-
reau of Labor Statistics added a fifth
cohort to look at family characteristics,
school performance and labor market
trajectoryforayounger cohort; this group
is now called the "youth data" on the
NLSY data set. The youth cohort are
re-interviewed yearly for this data set.
Beginning in 1986, researchers ex-
panded the NLSY to include a set of
data elements pertaining to the chil-
dren of the female youth. Children in
the "child data" are re-interviewed ev-
ery two years. The NLSY currently has
over 7,000 children and their mothers
in this cohort.

Limitations
The NLSYhas some importantlimi-

tations. First, while the youth cohort
contains both males and females, the



194 The Georgetown Public Policy Review, 3:2 (Spring 1998)

child data set reflects the offspring of
the female youth only. This means that
any studies conducted on the sample
are generalizable only to children who
tend to reside with their mothers. Sec-
ond, given the nature of the sampling
design, the data set is not a representa-
tive sample of children but rather of
mothers. In addition, this data set has a
limitation in the family background sec-
tion questioning household com-
position. Questions relating to house-
hold composition are unclear for certain
years since it is not known ifthe mother's
spouse is the child's father. Finally,
questions relating to the use of child
care over a time period are retrospective
rather than current. This may affect the
validity of the data (if the mother does
not remember correctly) and thus the
impact of the independent variables on
the outcome.

One last limitation of this data set is
that it lacks some specific variables that
would enrich this study. In 1990 the
NLSY designers began asking the fe-
male cohort questions pertaining to
family-friendly policies in the work-
place. Knowing if these policies were in
place at the time of birth of the child
(years 1985 and later) would be helpful
in determining the effects of these poli-
ciesat birth (e.g. ,maternal leavepolicies,
child care). Also, knowing the mother's
reasoning for returning to work when
she did (e.g., economic necessity, per-
sonal desire) would enhance the
interpretability of this study. Lastly, as
the quality of child care in the first year
is important, having variables pertain-
ing to child care quality is desirable.

Sample
The sample chosen for analysis con-

sists of four- and five-year-old children
of working mothers in 1990 and 1992.
There were a total of 1,846 four- and
five-year-olds present at both the 1990
and 1992 interviews. Since the purpose

of this research is to determine the
impact of certain conditions affecting
children ofworking mothers, children of
non-working mothers were excluded
from the analyses (n=816), thus yield-
ing a sample of 1,031 children. Four
children, however, were further ex-
cluded since their mothers' income was
apparently recorded in error (i.e., greater
than the total family income), leaving a
final sample of 1,026 four- and five-
year-old children ofworking mothers in
the 1990 and 1992 child assessments.

Dependent Variables
This study examines the impact of

specific maternal working characteris-
tics on two variables related to child
development of four- and five-year-old
children ofworking mothers: the Home
Observation for Measurement of the
Environment (HOME) and the Be-
havior Problems Index (BPI). HOME
is used in the NLSY as the primary
measure of a child's home environment
as indicated by the quality of the cogni-
tive and emotional support provided to
the child by the family. The HOME
short form (used in the NLSy) contains
both a maternal report of children's
environment in the home and an
interviewer's observation report. One
of the reasons that the HOME score is
used in this study is that it has been
found to be a strong predictor of cogni-
tive development for children aged four
and older (Yeates et al. 1983). This is
useful since this study looks at four- and
five-year-old children whose mothers
work: what mothers bring to the home
during their off-work hours may be
more important than whethertheywork.
Higher HOME scores indicate stron-
ger (higher quality) home environments.

The BPI in the NLSY was devel-
oped by Nicholas Zill and James
Peterson of Child Trends, Inc., in
Washington, DC, to measure child-
hood behavior problems for children
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aged four and over (Baker et al. 1993).
The BPI for children not in school (gen-
erally four- and five-year-olds) is made
up of 28 maternal responses to ques-
tions pertaining to the behavior of the
child in the past three months. The BPI
scale has proven to be an important
benchmark of socio-emotional devel-
opment for children and has been used
repeatedly to determine the effects of
maternal work, family structure, demo-
graphic variables and poverty (Baker et
al. 1993, Chase-Lansdale et al. 1991).
Higher scores indicate a greater level of
behavioral problems in the children.

Independent Variables
The independent variables in the

study were grouped into four catego-
ries: maternal background, child
background at birth, maternal employ-
ment in the first year and current
environment when the child is four or
five years of age. In the maternal back-
ground category, two measures were
chosen-maternal race and maternal
cognitive ability (as measured by the
AFQJ). Three dummy variables were
created for maternal race: black, His-
panic and non-blacklnon-Hispanic.
The AFQT was administered to all the
youth in the NLSY during the 1980
survey year, and the score used in this
study is from that year. (To capture the
unique health and developmental char-
acteristics at birth which have been
proven to affect children later in life,
birth order, birthweight and child gen-
der are included in the study.) The
majority of children in this study
weighed more than 5.5 pounds at birth
(86 percent), and the majority were
either first or second born (82 percent).
Maternal age is also included in this
grouping of variables. The average age
of mothers in this sample is 25.

To understand how certain mater-
nal work characteristics affect a child in
his or her first year of life (differently
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than when he or she is four and five
years of age), two measures of maternal
employment areincluded. The firstmea-
sure, if the child was in regular child care
in his or her first year, can be viewed
both asaproxy for the continuity of child
care and for stability in the maternal
work hours. In other words, a mother
whose child is in regular care in his or her
first year presumably works more stable
hours and generally for a full day.Moth-
ers who work part-time have a harder
time finding alternative care arrange-
ments for their odd work hours.
Sixty-five percent of the children in the
study were in regular child care in their
first year oflife. The second measure of
maternal employment in the child's first
year is how many weeks after birth the
mother began employment. The ma-
jority of mothers in the sample returned
to work during the first quarter (56
percent), and a large number returned
to work after the first year (20 percent).
As most family leave policies in the
workplace allow for leave in the first
quarter after birth, this variable was
used as the benchmark in the study.

Since the current home environ-
ment is important to child development,
a number of measures are included in
this last group of variables to capture
current family,work, child and maternal
characteristics that could affect the child
development outcomes of these four-
and five-year-old children. Family in-
come, whether the family receives Aid
to Families with Dependent Children
(AFDC) and where the family lives
(either rural or urban/SM SA) are in-
cluded in the multivariate analysis. To
understand the effects of a mother's
needing to work on the outcomes being
studied, a ratio of maternal income to
family income was created from the
maternal income variable and the fam-
ilyincome variable. On average,mothers
in this sample contribute 42 percent of
the family's income. Because what
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mothers contribute to the home envi-
ronment at the current age of the child
is being studied, a current educational
attainment measure is included in this
group of variables. The average level of
attainment for working mothers in this
sample is approximately one year more
than high school (12.8 years total). In
addition to education level and mater-
nal income, it is expected that marital
status will have an effect on the func-
tioning of the home. Children with a
stable home environment (e.g., mother
never married or spouse currently
present in the home) are expected to
have stronger HOME and lower BPI
scores than children whose mother was
married and is now living alone or in an
alternate situation. Three dummy vari-
ables were created to capture this
distinction, and married! spouse present
is the benchmark category.

In addition to family and maternal
characteristics that shape a child's ex-
perience in the home, the child herself
contributes much to her own develop-
ment process. Age, temperament and
health condition are included in the
model to capture personal characteris-
tics that affect child development.
Temperament is measured with three
raw scores from the NLSY: insecure
attachment, compliance and sociabil-
ity. A child with a health condition that
limits activity has been found in previ-
ous studies to positively affect the
HOME environment; thus, it is in-
cluded as a dummy variable. Age, as
measured in months, is also included to
account for the differences in behavior
scores between slightly younger or
older children in the four- to five-
year-old range.

Given that more mothers are return-
ing to the workplace after giving birth
than ever before, the conditions and
benefits a mother receives at the work-
place may play an important role in child
rearing. A mother who has the ability to

plan her work hours according to her
own needs (flex time) may be less pres-
sured in the home and thus help provide
a relatively calm home environment for
the child, compared to a mother who
does not have that luxury at work. Four
family-friendly measures are therefore
included in this study (the percent of
children whose mothers have these
policies available to them in the work-
place are in parentheses): child care in
the workplace (11 percent), flex time
(78 percent), maternal leave (57 per-
cent) and medical insurance (76
percent), In addition to employee ben-
efits, the number of hours a mother
works is also included in this study.
Hours are categorized as follows: less
than 10 hours per week, 11 to 20 hours
per week, 21 to 30 hours per week, 31
to 40 hours per week and more than 40
hours per week. The benchmark cat-
egory is 31 to 40 hours per week.
Sixty-four percent of the women in the
sample worked between 31 and 40
hours a week.

In an effort to retain as many cases
as possible during the study, many of
the variables with missing cases were
imputed during the multivariate re-
gression stage. Means were imputed
formother's intelligence score (AFQT),
child birthweight, child care in the first
year, whether the family lived in a rural
or urban area (SMSA), all the child
temperament scores and all the family
policies in the workplace .Two flag vari-
ables were created to track the
significance of the imputation. The first
flag variable controlled for all the miss-
ing variables imputed in the baseline
model ("missing flag") and the second
flag variable controlled for all the miss-
ing values in the family policy model
("family flag").

Methods
Five models are estimated using

Ordinary Least Squares (OLS) regres-
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sion. The five models are as follows:
Modell, baseline model with control
variables only; Model 2, Model 1 plus
when the mother returned to work (by
quarter); Model 3, Model 1 and the
number of hours the mother worked
when the child was four and five years
of age; Model 4, Model 1 and the four
measures of family-friendly policies
(child care, flex time, maternal leave
and medical insurance); and Model 5,
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Model 1 plus return to work, hours
worked and family-friendly policies.
Thus, ModelS combines all the vari-
ables into one comprehensive
regression model.

An important issue in the study of
the effects of maternal work is that
including only mothers who are cur-
rently employed in the labor force may
introduce selectivity bias. That is, while
the study intends to investigate the

TABLE1: UNSTANDARDIZEDOLS COEFFICIENTSFORMODELSPREDICfING
CHILD'SSCOREONTHE TOTALHOME FOR FOUR-ANDFIVE-YEAR-OLD

CHILDRENOFWORKINGMOTHERSIN 1990 AND1992

Baseline
Baseline Baseline

Explanatory Measure and Return and and Family Full Model
Hours

to Work Worked
Policies

Return to work
Quarter 1 (bench) -
Quarter 2 1.5 1.4
~arter 3 1.2 1.3
~arter 4 -1.7 -1.9
Nter one year -0.9 -0.4

Hours worked
1-10 hours/week 1.4 1.1
11-20 hours/week -0.3 -0.0
21-30 hours/week -0.9 -
31-40 hours/week (bench) 0.9 1.4
41+ hours/week - 3.1

Family Policies in Work
Place
Maternal Leave 1.0 1.2
Flex Time 1.8* 1.8*
Child Care -0.7 -0.6
Medical Insurance -0.7 -0.3
Family Flag 2.6- 2.0

Constant 66 68 62 66
R2 .35 .35 .36 .36

- p-.Ol , ** p<.05, * pc.l Source:NLSY Youth and Child Datasets, 1990 and 1992
Models control for race,AFQJ, birthweight, gender,birth order,maternal age at birth, child
in regular child care for the first year,log of family income,AFDC, SMSA, child age at
interview,temperament, health condition, log of maternal income ratio, marital status and
education.
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To the extent that this is the case, the
OLS estimates would be biased.

To correct for this selectivity bias, a
sample selection model was estimated
to account for the potential contribution
of unmeasured variables. A probitequa-
tion for whether a mother worked was
estimated. To specify this equation,
variables were drawn from various ex-

effects of specific working characteris-
tics of employed mothers on their
children, it is possible that there are
unmeasured factors (not included in
the baseline model) that may affect
both a woman's probability of working
as well as the quality of the home envi-
ronment she provides to her child and
her perceptions of the child's behavior.

TABLE 2: UN STANDARDIZED OLS COEFFICIENTS FOR MODELS PREDICTING

CHILD'S SCORE ON TIlE BPI FOR FOUR- AND FIVE- YEAR-OLD CHILDREN OF

WORKING MOTIlERS IN 1990 AND 1992

Return to work
Quarter 1 (bench)
Quarter 2
Quarter 3
Quarter 4
After one year

-0.7 -0.7
1.3 1.4
6.0- 5.9-
-0.5 -0.4

3.9 4.6
2.9 3.8
3.6 3.8

1.2 1.5

Hours worked
1-10 hours/week
11-20 hours/week
21-30 hours/week
31-40 hours/week (bench)
41+ hours/week

Family Policies in Work
Place
Maternal Leave
Flex Time
Child Care
Medical Insurance
Family Flag

1.1 1.2
-0.6 -1.1
-0.5 -0.3
-0.7 -1.0
0.2 -1.3

129 129 131 126
.20 .20 .19 .19

Constant
R2

- p<.01, ** p<.05, * p<.1 Source: NLSY Youth and Child Datasets, 1990 and 1992
Models control for race, AFQT, birthweight, gender, birth order, maternal age at birth, child
in regular child care for the first year, log of family income, AFDC, SMSA, child age at
interview, temperament, health condition, log of maternal income ratio, marital status and
education.
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periences and attributes of the mother
when she was 14 years of age. Specifi-
cally, the variables included in this
equation were an index of maternal
attitudes about work; dummy variables
for whether she lived alone with her
mother when she was 14 or lived with
a step parent; educational attainment
of each of the respondent's parents and
of the respondent when her own child
was born; and whether her mother
~orked when the respondent was 14. It
IS argued that these variables would
affect a woman's propensity to work
direcdy but would only indirectly relate
to Current measures such as the HOME
and the BPI. The Inverse Mills Ratio
from the probit equation was included
in the substantive equations to allow for
an assessment of the importance of
the "unobservable."

RESULTS

The results reported here are from the
OLS models. However, a selection
model was also estimated, as described
earlier, and no change in the validity of
the variables or the models was found.
Predictors in the OLS models include
maternal background and current work-
ing characteristics, child characteristics
both at birth and at four and five years
of age and family characteristics. As
described earlier, five total models were
created for each of the dependent vari-
ables to assess the individual
contribution of the control variables and
explanatory variables. Tables 1 and 2
provide the unstandardized OLS coef-
ficients of the tested variables for all five
models over the two dependent vari-
ables: the HOME and the BPI.

Family Background &
Characteristics in First Year to
Survey Year

As expected, many of the baseline
characteristics ofmothers and their chil-
dren are strongly associated with both
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the home environment and behavior
problems of four- and five-year-old
children. A child with a black or His-
panic mother has lower HOME scores
than a child born to a non-black, non-
Hispanic mother. Also, male children of
this sample have lower HOME scores
than female children. With respect to
the mother's intellectual contribution to
the home environment, this model con-
firms previous research that shows that
maternal cognitive aptitude (as mea-
sured by the AFQT) and her current
level of education, are both positive
predictors of the quality of the child's
home environment.

Certain family income and family
structures are found to be predictors of
poor home environments. While re-
ceipt of AFDC has a deleterious effect
on children, it is surprising that in-
creases in the mother's income ratio also
has a negative effect on the HOME
score. That is, when the log of the
mother's income ratio increases (she
earns a higher percentage of the house-
hold income), the HOME score drops.
However, increases in the log of family
income are not associated with a decline
in HOME scores. Thus, poverty, per
se, is not a predictor of worse home
environments for children; rather, the
fact that families have to turn to AFDC
or that mothers have to bring in an
increasing proportion of family income
is related to hardships in the home.
Perhaps these mothers experience more
stress because they must provide for the
family. This stress in turn has a negative
impact on the HOME score. In addi-
tion, children in families where the
mother is living with no one or with
someone other than her spouse fare
worse than children who live with
their mother and her spouse.

The models including the BPI have
less predictive power overall compared
to the models predicting the HOME.
The variables predicting the HOME
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score explain about 35 percent of the
variation in the HOME score, on aver-
age, compared to only 19 percent
predictive power with the BPI models.
The health of the child at birth proxied
by the birthweight was strongly related
to the BPI (b = 4.62). The BPI for a
child born under five and a half pounds
was on average four points lower (or
better) than a child born underweight.
Lastly, child age (b =0.18) , compliance
(b=-0.88) and home environment (b =
-0.12) all play an important and sig-
nificant role in influencing child
behavior at ages four and five. As
expected, children who are more com-
pliant and social have better behavior
scores, and children who have an
insecure temperament tend to have
poorer behavior scores.

Return to Work
This research shows that family in-

come and the ratio of mother's income
has an effect on child outcomes. Other
job characteristics may also influence
the HOME and BPI. To address this
question, the quarter the mother re-
turned towork was added to the baseline
predictors of child development. Since
previous research found that the effect
of timing of return towork is non -linear,
this study hypothesized negative ef-
fects in the later quarters and positive
effects in the earlier quarters. While the
signs on the coefficients in models for
both the dependent variables were as
expected, the effect of the quarter in
which mothers returned to work was not
significantly related to HOME scores
(Table 1). Children whose mothers re-
turn to work in the fourth quarter,
however, had significantly greater be-
havior problems than children whose
mothers returned to work in the first
quarter (Table 2). This finding fits well
with development literature which
states that children experience separa-

tion and attachment anxiety between
seven months and 10 months of age.

Hours Worked
Recall that hours worked is another

job characteristic that has proven to
affect child outcomes in a non-linear
way. Children whose mothers work 20
to 30 hours are expected to fare worse
than children whose mothers work less
than 10 hours or full time (more than 30
hours per week). While this effect has
been found in previous literature, it is
not significant in this study. Specifi-
caliy, the amount of hours a mother
works currently, controlling for certain
child, maternal and family characteris-
tics over the years, is not associated with
either the quality of the home environ-
ment provided to the child or his or her
level of behavior problems.

Family Policies
An important goal of this analysis is

to determine if there are any benefits
employers offer to mothers that may
improve the emotional and behavioral
development of their children and the
quality of the home environment that
they provide to their children. The ben-
efits selected for this analysis are
company sponsored child care, mater-
nal leave, flex time and medical
insurance. Though not all of these poli-
cies appear to have an effect on child
behavior (Table 2), the presence offlex
time did have a positive effect on the
home environment for children (Table
1). The strength of this effect is tenu-
ous, however, due to the number of
missing variables in all the family policy
measures. In this case, the "family flag"
variable, designed to capture the effect
of the imputations of all the missing
variables in the policy measures is sig-
nificant, indicating that the missing
responses to this item did not occur
randomly. Flex time did remain signifi-
cant in the full model (Model 5) aswell.
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DISCUSSION

T~e intent of this study was to deter-
rnrne whether certain work and job
characteristics of women with children
affect the child development process of
four- and five-year-old children. A lon-
gitudinal data set is ideal for such
research because of the richness and
depth of the data from both the mater-
nal and child standpoint. While the
?ata do not prove conclusively that fam-
lly-friendly job benefits affect child
~ut~omes, the lack of significance in the
tirning of return to work and hours
worked may be an important indicator
ofwhat work does notdo in the long run
to children.

The fact that four- and five-year-old
children whose mothers return to work
in the first quarter after birth fare no
better orworse than children ofmothers
who return later can be viewed as a
positive finding. While other research-
ers have found significance with
cognitive variables, emotional and be-
havioral development are not affected
by early return to work or hours worked
in th.is study. This result may be a
funcrion of the lapse of time from when
the child may have experienced the
effects of a certain working condition
(e.g., return to work at three months).
By the time the child was four or five
years of age, these effects, with respect
to the HOME and BPI, are washed
away. In a sense, children are perhaps
much more resilient than previously
thought, or, effects exist in the short=:and diminish over time. It is quite
possible, then, that experiences ofmoth-
~rs in the workplace while children are
infants have little bearing on their later
developmental outcomes. In other
:v~rds, while maternal work experiences
m mfancy are important to child devel-
opment, they are not definitive (Wachs
and Gruen 1982).
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Returning towork in the fourth quar-
ter is found to be adversely related to
child behavior outcomes, an expected
finding in light ofdevelopmental theory.
Children in or nearing their fourth-
quarter year of life begin to make
attachments to their primary care giver,
and it is expected that the separation
from the mother returning to work at
that time will increase behavior prob-
lems. It is interesting that these negative
cffects on the child's BPI lasted and
proved significant at ages four and five
for these children in the study. Perhaps
the reasons for returning to work in the
fourth quarter are such that there is a
negative behavior effect on the child.
For instance, if a mother returns towork
in the fourth quarter due to economic
hardships, that may help explain the
elevated behavior effect on the child.

It is also interesting that, controlling
for other factors, the number of hours a
mother works when the child is four or
five years old has no significant impact
on the BPI or HOME scores.While it
appears surprising that hours worked
has no effect on the home environment
(or behavior scores) of four- and five-
year-olds, developmental researchers
substantiate these findings. Children
of this age are becoming more indepen-
dent and exploring their peers and the
world around them (Green 1994). Most
notably, children of working mothers
are used to time away from the family,
and the hours amother works are some-
what irrelevant. To determine a
significant result one way or another
about the effect of the number of hours
a mother works, it may be beneficial to
look at characteristics of the activities or
quality of care the child received over
the years, alongwith the amount of time
the mother spends at home with the
child in care giving. Perhaps these
will be better predictors of child out-
comes than the number of hours a
mother works.
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An important objective of this re-
search was a desire to provide definitive
information on the effects of certain
family-friendly employer policies that
aid in the positive development of chil-
dren. Up to this point, research on
employer benefits and its effects has
focused on the labor market responses
of the mother rather than the effect
these benefits have on children. Unfor-
tunately, while these data provide
evidence that flex time has strong posi-
tive outcomes for the child's home
environment, the reliability of this ef-
fect is possibly mitigated by the large
number of missing values in the study.
Hopefully, future iterations of this data
set will increase reliability.

Nonetheless, there are important
observations about familypolicieswhich
are gleaned from this study. First, while
the finding regarding flex time is not
definitive, this workplace policy does
appear to have an effect. This makes
intuitive sense because mothers who
have more flexible work hours may ex-
perience less stress and create a more
"stress-free" home environment. Sec-
ondly, it is not surprising that child care
at the workplace and maternal leave
policies are not significant, given the
lapse of time from when the policies
were most likely used by the parents
(around birth) and the current age of the
child. It is quite possible that policies
intended to support the parent through
the child's first year, while helpful dur-
ing that time, do not show any lasting
effect. This does not mean that these
policies are not worthwhile. What it
does mean is that a similar study exam-
ining the immediate effects of these
policies on children aged one or younger
may prove to be more illuminating; that
is, it will be interesting to determine
whether the immediate effects of
child care and maternal leave policies
have an impact on the child in his or
her first year. The four- and five-

The Georgetown Public Policy Review, 3:2 (Spring 1998)

year-old sample chosen for this study
is perhaps not appropriate for all the
family-policy variables.

Overall, it appears that only a few of
the selected work characteristics signifi-
cantly affect child outcomes of four- and
five-year-olds. Returning to work in the
fourth quarter has a negative effect on
behavior scores, and flex time has a
positive (though unreliable) effect on
the home environment. While the study
is not able to definitively tell mothers
the best time to return to work, how
many hours a week she should work or
what benefits to negotiate with her
employer, the study does show that
mothers who work after childbirth are
not harming their child's home environ-
ment or behavior. Given this framework,
let us turn to certain policy implications
that logically follow from this research.

SUMMARY & POLICY IMPLICATIONS

With a growing number of women re-
turning to the workforce after childbirth,
the question ofwhether mothers should
work should no longer linger in the
minds of employers or policymakers.
The fact is more employed women than
everbefore are combining both mother-
hood and employment, and this trend
shows no sign of abating. What is more
relevant are the supports employers
provide to aid mothers (and fathers) in
combining parenthood and employ-
ment. Many employers look to the
bottom line when contemplating the
design of these benefits. Most who
have experimented with family-friendly
benefits see return to the company in
terms of lower absenteeism and turn-
over costs, higher productivity and
greater employee job satisfaction
(Friedman 1991).

What is less known about these
policies is the effect they may have on
child outcomes. Although it is reason-
able to expect that employers are
primarily concerned with their bottom
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line returns from these benefits, it is not
unreasonable to expect that long-term
benefits for the children are important
to employers aswell. Thus, while com-
panies are looking to determine the
financial gains from providing these
benefits to their working employees,
concurrent studies should also be done
to determine what is best for the long-
term development of the children. The
research described above provides di-
rection for amore in-depth study of two
areas where employer benefits may play
a role in child development outcomes
for children of employees-parental
leave and flex time policies.

Parental Leave
The results of this study do not find

that early return to work is detrimental
to long-term developmental outcomes
of children. The FMLA ensures that all
private sector employees at firms with
50 or more employees have the right to
12 weeks of unpaid leave to care for
their newborn child or sickfamily mem-
bers. This law is important because it
supports the work of child develop-
mentalists and psychologists who
contend that the first six months oflife
are of critical importance to the infant-
parent relationship. When a mother
returns to work is therefore important
since all agree that the bond created
between a parent and a child is impor-
tant to the child's future development.

While the FMLA gave parents the
right to take three months off after
childbirth, early reports indicate that
parental leave is underutilized. The
median number of weeks taken with
parental leave policies is sixweeks. Loss
of income is one important factor lead-
ing to the decision to forego take more
leave. Families simply cannot afford to
take parental leave and not get paid for
the time they are in the home. The
mean earnings for husbands whose
wives did take leave was $48,000 per
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year in one study, and the mean earn-
ings for husbands whose wives did not
take leave was $33,000 (Friedman,
Galinsky and Plowden 1992).

Though the results from the portion
of this study looking at parental leave
policies are inconclusive with respect to
child development, prior research shows
that parental leave policies improve the
chance that mothers will return to work
and decreases absenteeism (josef and
Ward 1992, Friedman 1991). Since it
has already been shown that parental
leavepolicies savefirms money in terms
of turnover and replacement costs
(Phillips and Reisman 1992, Friedman
1991), a different study could assess
the lengths ofleave and determine which
lengths have the most positive impact
on child development outcomes.

Flex Time
Another area of interest to both

employers and parents is the positive
impact of flex time benefits in the work-
place on the home environment.
Traditional flex time policies allowem-
ployees to schedule their working hours
in a way that is more conducive to their
lifestyle or family needs. Although the
magnitude of the effect is small in this
study (see Table 1), flex time is an
important employer policy to look at
more closely to determine the effects on
other child development outcomes.
While flex time has been traditionally
viewed as a benefit for employees to
lessen parental anxiety of managing
both a home life and a work life, the
findings of this report indicate that
such policies have the added benefit
of improving the home environment
for children.

Flex time iscriticalforworking moth-
ers and their employers for a number of
reasons. Studies have shown that 72
percent of employees who are late to
work or left work early did so for family
obligations (Friedman 1991). Parents
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often struggle with child care issues if
their provider or child is sick and some-
times are simply unable to arrive at work
due to some unexpected family prob-
lem. Thus, flex time in these situations
would provide mothers and fathers with
the opportunity to juggle both their
family and work responsibilities with
greater ease. Also, employers are af-
fected by poor job performance when
their employees lack concentration or
focus due to work and family issues.
One study found that child care con-
cerns affected concentration and thus
the productivity of 50 percent ofwomen
and 33 percent of men. Similar surveys
of one company found that 36 percent
of employees reported a decline in
productivity due to the child care con-
cerns of their co-workers (Friedman
1991). Thus, distraction in the work-
place is difficult for many employees
to cope with.

While flex time may not be a pana-
cea to improving concentration and
productivity in the workplace, it is an
exciting option for some employers. As
long as employees are productive, work
hours may not need to be so rigid. One
employee may find it easier towork from
9:30 a.m. to 5:30 p.m. everyday, and
another may prefer 6:00 a.m. to 3:00
p.m.; if the company is able to accom-
modate the request functionally, why
not allow these two employees to work
different hours? Not only is productivity
expected to increase, but such a policy
will also have the added benefit of
supporting positive child outcomes.

A Final Word
The purpose of this study was to

determine what, if any, characteristics
of maternal work are significantly asso-
ciated with both the behavior and home
environment of four- and five-year-old
children. While a study of this sort
appears directed to mothers to help
with their employment choices,this study

also provides direction for employers
and policymakers. The current labor
shortage is forcing employers to look at
methods and policies, such as increas-
ing salaries and developing
comprehensive benefit packages, to
retain their employees. Thatlaborshort-
age, coupled with the increased stresses
of balancing a work and family life for
many employees, has encouraged com-
panies to develop benefit programs so
their female workforce chooses to return
to work after childbirth.

An important outcome of this study
is that while these company sponsored
family-friendly benefits are good for the
company and good for the mother, they
are potentially good for the child aswell.
While there are some data limitations,
as discussed earlier, further longitudi-
nal studies on the effects of
family-friendly benefits will augment
the outcomes of this research. Creating
a triangle of evidence of the benefits of
company sponsored family-friendly
policies for the mother, company and
child will thus assist in the effort to
improve developmental outcomes for
children of working mothers.
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The Reluctant Sheriff: The United States
After the Cold War. By Richard Haass.
Council of Foreign Relations, 1997,
148 p.

The main element of any United States
policy towards the Soviet Union must be
that of a long-term, patient, vigilant
containment of Russian expansive ten-
dencies ... designed to prevent the Rus-
sians with unalterable counter-force at
every point where they show signs of
encroaching upon the interests of a peace-
ful and stable world (The Sources of
Soviet Conduct. Foreign Affairs. 25(4):
575, 581).

This policydirective advocating the con-
tainment of the Soviet Union was writ-
ten by George Kennan in his famous
1947 article, "The Sources of Soviet
Conduct." It has served as the basic
framework of US foreign policy for 40
years. However, the end of the Cold
War and the subsequent demise of the
Soviet Union has made the Contain-
ment Doctrine obsolete. In its place has
emerged a decade of indecisive and ad-
hoc foreign policies that reflect an
America which isunsure of its priorities,
values and the tools it should use in
executing its foreign relations. Richard
Haass, Senior Director off oreign Policy
Studies at the Brookings Institution
and former Senior Director of the Na-
tional Security Council, attempts to fill
this policy void with a newvision that he
outlines in The Reluctant SheriJJ.

Haass describes the current state of
international relations as a period of
deregulation. He writes that while the
Cold War had an established set of
rules designed to avoid confrontation
between the superpowers, today's in-

ternational system is characterized by a
diffusion of power, an absence of ac-
cepted norms, a weakening of the na-
tion-state and a growth of democracies
and market-oriented societies. This ac-
curate assessment avoids overly opti-
mistic predictions of international
cooperation or dire prognostications
of clashes between different societ-
ies. Rather, he correctly describes that
"the world is both coming together
and apart" (25).

This moderate world view leads
Haass to propose a newguide forAmeri-
can foreign policy that reflects a conver-
gence of ambiguous foreign policy
philosophies. His framework, drawn by
prioritizing divergent philosophies into
a hierarchy, is a significant accomplish-
ment and is what has been lacking thus
far in the post Cold War era. Regula-
tion' the new policy that Haass de-
scribes,isbased on the primacy ofrealism.
Of secondary importance are "less vital
interests" that are drawn from various
schools of thought such as Wilson-
ianism, economism and humanitarian-
ism.Therefore, promotion ofdemocracy,
humanitarian causes and economic in-
terests are of lesser importance to bal-
ance of power issues and interstate
relations, according to the author. While
there are some individuals who would
criticize Haass for not putting a primacy
on morality, he makes a convincing ar-
gument that there must be order in the
world before there can be justice.

Haass contends that once priorities
are established, the United States can
make a difference in history by taking
the lead as "sheriff." He argues that
"the United States would act, when-
everpossible with others but alone when
necessary and feasible, to shape the
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behavior and, in some cases, capabili-
ties of governments and other actors so
that they are less likely or able to act
aggressively either beyond their bor-
ders or toward their own citizens and
more likely to conduct trade and other
economic relations according to agreed
norms and procedures"( 4). While
Haass' analogies of the US acting as
"sheriff' and ad-hoc coalitions being
"posses" are lucid, there are some prob-
lems with this design. In international
relations, a posse is difficult to gather in
a short amount of time. This problem
was evident several months ago when
the Clinton Administration had a diffi-
cult time gathering moral and military
support from allies in order to enforce
free access to sites by United Nations
weapons inspectors in Iraq. While
Haass' former boss, President George
Bush, was highly skilled at coalition
building and led the United States
during a unique moment in history,
other leaders may struggle to coordinate
various international actors.

Haass does an excellent job of blend-
ing vision with reality in a concise book.
He describes a path for the future while
showing how policy tools can be used to
promote priorities. However, one draw-
back of his analysis is that while he has
success in prioritizing diverse philo-
sophical values, he advocates applying
them unevenly to different countries. A
certain amount of discretion is needed
in creating a foreign policy for each
individual nation, but the existence of a
wide chasm in how different actors are
treated will inhibit the establishment of
international norms and hurt our
nation's broader interests.

An additional drawback of Haass'
analysis is that he does not delve deep
enough in describing methods and poli-
cies that can promote international co-
operation, institutions and the creation
of norms. While he offers some advice
on improving these aforementioned

areas, the author accepts the current
paradigm as a permanent state of real-
ity. However, if the United States has
the ability to make a difference in the
world by being selective about where it
projects its power, it can do much the
same in creating norms and institutions.
One may also conclude that if the
United States acts alone too often, or
when international support is lacking,
we may have a debilitating effect on
the international system we are try-
ing to build.

Richard Haass makes an effective
case that the United States must act as
a regulator in the twenty-first century.
His ability to succinctly prioritize phi-
losophies is showcased in the Reluctant
Sherijf-a publication which should
serve as a guide to American foreign
policymakers. Haass' vision of the
United States as sheriff is an important
one, especially in light of the resurfacing
of isolationist tendencies in this coun-
try. However, the question that re-
mains unsettled from this book is
what type of sheriff the United States
should be.

MICHAEL HAHN

Georgetown University

UpAgainst the Law: Affirmative Action
and the Supreme Court. By Lincoln
Caplan. Twentieth Century Fund
Press, 1997, 90 p.

If you want to know why affirmative
action is in trouble politically, one place
to start is UpAgainst the Law: Affirma-
tive Action and the Supreme Court, a
pro-affirmative action manifesto pub-
lished by the Twentieth Century Fund
and written by Lincoln Caplan. Up
Against the Wall does not describe or
explain affirmative action's politicalwoes
with any perceivable skill. Rather, the
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book itself embodies the very reasons
that the regime of racial preferences
is crumbling.

In recent years, more and more lib-
eral intellectuals have come to question
at least some types of affirmative action.
One of the reasons for this is that too
many advocates have a kind of "domino
effect" mind-frame; if they abandon
any of the pro-affirmative action argu-
ments-even the ones they don't truly
believe in-all the others will even-
tually fall.

Up Against the Wall embraces this
dogmatism to a degree that is shocking
in a scholarly book. Indeed, the author
is almost explicit about it, lashing out
repeatedly at liberals who have de-
fended racial preferences with anything
less than absolutist zeal. And so there
seems to be no pro-affirmative action
argument too facile to be repeated in
this book. One rationale stated therein,
for instance, is that "the work force must
be capable of competing in a diverse
global economy" (21). It's hard to deter-
mine what this sentence even means. Is
the author saying that consumers and
producers in other countries have them-
selves adopted diversity? If so, he's
mistaken. Nearly all our trading part-
ners have more ethnically homogenous
populations than the US. If the author
means that the global economy is "di-
verse" in the sense that various coun-
tries in the world are different from each
other, then he's right, but this is not a
reason to increase diversity within the
domestic workforce. If, say, General
Motors had too few African-Ameri-
cans in its boardroom, would that
really harm its efforts to sell cars in
Japan or Germany? Surely there are
better arguments on behalf of diver-
sity than this.

Here's another example: The au-
thor details several instances of recently-
committed hate crimes. Soon thereafter,
he notes that in the most recent years for
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which statistics are available, 5,932 such
crimes were committed-and many of
these victims were gays or religious mi-
norities, who do not ordinarily quality
for affirmative action. As a percentage
of the population, this is obviously a tiny
number. Yet, the author seems to see
hate crimes as the basic template with
which to understand contemporary race
relations. While America's racial crisis
now has as much to do with a stubborn
web of economic and cultural poverties
as with discrimination, the author still
fundamentally sees in every problem
the image of the Klan. This represents
a complete unwillingness to intellectu-
ally engage any changes that have hap-
pened in the last 30 years. To this kind
of bunker mentality, even well-inten-
tioned rethinking can only be dismissed
as hostile subversion. The book's entire
discussion of race-blind affirmative ac-
tion-a flawed idea, to be sure, but one
worth discussing--is contained within
one small paragraph.

Assaults on affirmative action, like
the California Civil Rights Initiative, do
not, of course, happen solely because
racial preferences are losing ground on
The New York Times op-ed page. Con-
servatives, as the author notes, have
more effectively captured the public
imagination. But part of the reason for
this is that affirmative action defenders
have lost touch with the populace.
Caplan repeatedly assails the ignorance
of the people. And he frequently lauds
the affirmative action efforts of large
institutions, like universities and For-
tune 500 companies. The unstated
message of this is clear: If the masses
were only as enlightened as the elites,
they would understand the foolish-
ness of their simple prejudices. In a
democracy, it's hard to win when you
think like that.

JONATHAN CHAIT

The New Republic
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Poverty Amid Prosperity: Immigration
and the Changing FaceofRural Califor-
nia. By J. Edward Taylor, Philip L.
Martin and Michael Fix. Urban Insti-
tute Press, 1997, 125 p.

Immigration is fueling unprecedented
growth in population, poverty and pub-
lic service demands in rural California
communities. However, the expansion
of immigrant-intensive agriculture to-
day is occurring in an environment of
public pressure against immigration.
Poverty Amid Prosperity looks at the
economic and social impact ofimmi-
grants in California agricultural com-
munities and the potential effect the
current policy climate is likely to have
on poverty and welfare use in these
communities.

The authors explain that the issue of
rural poverty is fundamentally different
today from the poverty of the postwar
South or the Midwest in the 1930s and
1940s. Today's rural poverty is occur-
ring in a context of agricultural prosper-
ity. It is brought about through the
immigration of low-paid workers into
an expanding agricultural sector that
increasingly exports the products ofim-
migrant labor.

This book draws on material from
both academic and policy researchers as
well as from community leaders and
activists to consider how immigration is
affecting demographics, politics and
economics in rural California. The au-
thors are interested in advancing public
understanding of the problems ad-
dressed in a manner useful to public
policymaking. The book does this effec-
tively by combining the authors' quan-
titative analysis with detailed case
studies ofeight rural communities, based
on field research by other researchers.

The authors' quantitative model
specifically tests the impact ofimmigra-
tion on labor markets in rural communi-
ties. There are two basic arguments that

mark the extremes of how immigrants
affect local populations and economies.
One states that low wage immigrant
workers displace localworkers and freeze
low wages into place. The other argues
that the presence of immigrant workers
creates economies of scale and multi-
plier effects. In other words, it increases
local economic activity and creates good
jobs for local residents.

There arc reasons to expect that
both arguments have a place in charac-
terizing the impacts of immigration in
rural California. In fact, the authors'
econometric model accounts for both
the worker-displacement and multi-
plier effects. This model consists of six
equations of immigration, income, pov-
erty and welfare use that explicitly con-
trol for complex interactions between
these variables. Furthermore, the data
(from the 1990 census) also allowsT ay-
lor, Martin and Fix to control for labor-
market linkages between rural towns
and neighboring areas. This latter as-
pect of their model is important to un-
derstanding and quantifying the
complex effects of immigration on the
local rural communities because it cap-
tures the circular relationship between
immigration and farm employment and
the spillover effect of immigration on
neighboring towns.

Unlike other studies, this model cap-
tures circular effects as well as the dy-
namic of both in- and outmigration.
The authors' find that labor-intensive
agriculture draws large numbers of
workers from abroad, offering them
poverty-level earnings and employ-
ment, which in turn allowsfarm produc-
tion to expand, drawing in yet more
immigrants. Rising poverty then in-
creases demand for welfare services.
The authors findings suggest that in-
come growth in itself is not an effective
way to alleviate poverty in rural Califor-
nia because the benefits bypass
the poor.
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The quantitative analysis is greatly
enhanced by a qualitative look at how
rural California towns change socially
and politically with the influx of new
immigrants. The eight case studies of
individual communities touch on ethnic
diversity, the changing composition of
political control in rural towns and wel-
fare use by new immigrants. The case
studies also illustrate different political
and economic struggles that develop as
a result of immigration, as well as the
different paths of economic mobility for
old immigrant families.

By illustrating the social and eco-
nomic challenges confronting policy-
makers and service providers in the
communities that house California's
low-wage farmworkforce, Poverty Amid
Prosperity helps to inform the debate
about how best to deal with the new
rural poverty. The authors' use of both
quantitative and qualitative analysis
makes it particularly useful for analyz-
ing and understanding the implica-
tions of immigration policy on different
aspects of life in rural agricultural
communities. As regions of our coun-
try are faced with the prospect of
sustained immigration, this book
helps to create an understanding of
the effects of immigration and the
prospects for the future.

DANNA BASSON

Georgetown University

The People vs. Big Tobacco: How the
States Took on the Cigarette Giants. By
Carrick Mollenkamp, Adam Levy, Jo-
seph Menn and Jeffrey Rothfeder.
Bloomberg Press, 1998, 335 p.

A new book from Bloomberg Press, The
People vs. Big Tobacco: How the States
Took on the Cigarette Giants, provides a
riveting behind-the-scenes account of
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the historic settlement reached on June
20, 1997 between state attorneys gen-
eral, private attorneys, the White House
and the country's four largest tobacco
companies (hereafter referred to as "Big
Tobacco"). For over 30 years, Big To-
bacco has denied responsibility for the
effects of cigarettes and has success-
fully defended their products in court
-until this agreement. The book re-
lates the story of the tobacco settlement
on two levels. One approach focuses on
the principal characters involved in the
lawsuits, offering intimate details of
their personalities and goals. Simulta-
neously, The People vs. Big Tobacco
explains the politics involved in the
settlement and the complex negotia-
tions that occurred.

One of the most interesting aspects
of the bookis its portrayal of the person-
alities and motivations of the individu-
als associated with the settlement case.
For instance, Mike Lewis, an attorney
from a small town in Mississippi, devel-
oped the idea for the case against Big
Tobacco after visiting a friend dying
from tobacco-related cancer. It was
Lewis who devised the approach of
suing BigTobacco for the public money
spent on smoking-related illnesses.

The authors, all reporters for
Bloomberg News, appear to interpret
the politics driving the negotiations in
an unbiased fashion while guiding the
reader through the primary objectives
of the major players. To illuminate the
complex bargaining process, these jour-
nalists address each of the major issues:
immunity from past liability, advertis-
ing restrictions, public health and busi-
ness concerns.

Although the book offers a detailed
view of the negotiations and mitigating
factors surrounding the settlement, it
does not adequately emphasize the
ongoing nature of the negotiations. Big
Tobacco and the states reached an
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agreement in principle, but Congress
must ultimately approve the compre-
hensive settlement.

The People us. Big Tobacco is written
from the unique perspective of four
insiders with access to the main parties
involved in the settlement; research for
the book includes interviews with over
100 individuals with intimate back-

ground knowledge. The book provides
an excellent overview of the tobacco
settlement and will capture the reader's
interest through its explicit portrait of
the people involved in the negotiations.

ANDREW ZEBRAK

Georgetown University
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