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Introduction 
The budget , o n th e face o f it , appear s t o be a  gender-neutral polic y instrument . I t i s set out i n term s 
of financial aggregate s - totals , and sub-total s o f expenditure an d revenue , and th e resulting budge t 
surplus o r deficit . A s usually presented , ther e i s no particular mentio n o f women, bu t n o particula r 
mention o f men either . 

However, thi s appearanc e o f gender-neutrality i s more accuratel y describe d a s gender-blindness . 
The wa y i n which th e nationa l budge t i s usually formulated ignore s the different , sociall y 
determined roles , responsibilities, an d capabilitie s o f men an d women . These difference s ar e 
generally structure d i n such a  way as to leav e women i n a n unequa l position i n relation t o the me n 
in thei r community , wit h les s economic, socia l and politica l power . 

The presenc e o f gender differences an d inequalitie s mean s tha t a  gender-blind budge t i n practic e 
tends t o have differen t impact s on me n an d women , boy s and girls ; and i n turn the y ten d t o hav e 
different response s t o the budget . Dependin g o n ho w th e budget , an d th e public services which i t 
finances, ar e structured, th e outcome s fo r me n an d wome n ca n be unequal . Fo r instance , althoug h 
the educatio n budge t o f a country ma y have n o intentio n o f favouring boy s over girls , the actua l 
outcome ma y i n fact favou r boy s over girls , as the dat a i n Box 1  shows. 

Box 1  Incidenc e o f Publi c Expenditur e o n Educatio n 

Pakistan 
Kenya 

Source: World  Bank,  1995:27 

Public expenditure 
per mal e 

56 rupees 
670 shillings 

Public expenditure 
per female 

26 rupees 
543 shillings 

If the budge t i s gender-blind, the n thi s not onl y contravene s goal s of gender equality , i t also makes 
it more difficul t fo r th e budge t t o have positiv e impact s on economi c growt h an d huma n develop -
ment. A  gender-sensitiv e budge t make s good economi c sense , because i t enhances th e contributio n 
the budge t ca n mak e t o economic growth , human developmen t an d t o the empowermen t o f 
women. Thi s i s discussed i n more detai l i n the companio n t o thi s paper. 1 

The existin g conceptua l framework s an d statistic s used t o create budget scenario s ar e gender-blind . 
They fai l t o recognise that : 

women's contribution t o th e macroeconom y i s underestimated becaus e o f missing and biase d 
markets an d incomplet e statistics ; 
there i s an unpai d econom y (whic h ha s been variousl y labelle d "domestic" , "socia l reproduc -
tion", "reproductive" ) i n which wome n d o mos t o f the wor k o f maintaining th e labou r forc e 
and keepin g th e socia l framework i n good orde r -  bot h vita l services for th e paid economy . 

INTEGRATING GENDE R CONCERN S INT O MACROECONOMI C POLICIE S 41 



the parameter s o f aggregate production , savings , investment , import s an d export s i n th e pai d 
economy ma y be sensitive t o different pattern s o f gender relation s an d gende r distributio n o f 
resources. 

Research i s under wa y to develop gender-sensitiv e conceptua l framework s an d nationa l economi c 
statistics which ca n revea l linkage s and feedbac k betwee n gende r relation s an d macroeconomi c 
outcomes.2 

Here w e draw upon tha t researc h t o clarify a  conceptual framewor k withi n whic h th e issu e of a 
gender-sensitive budge t ma y be approached , wit h emphasi s on : 

measuring women' s contributio n t o the econom y 
engendering macroeconomi c model s 
gender an d budge t strateg y 

Measuring Women's Contribution to the Macroeconomy 
More o f women's work tha n o f men's work i s not counte d b y national economi c statistic s because a 
great dea l of women's work does not tak e place i n larg e market oriente d forma l secto r establish -
ments. Instead i t consists of : 

subsistence productio n 
informal secto r employmen t 
domestic o r "reproductive" wor k 
voluntary communit y wor k 

Subsistence productio n i s the productio n fo r home us e of goods which i n principle coul d b e 
marketed -  suc h a s food, clothing , pottery . I n principle i t should b e include d i n the measuremen t o f 
the gros s national produc t (GNP) . Bu t i n practice i t i s frequently omitte d becaus e statistica l survey s 
do not properl y coun t it . 

Informal secto r employment i s market-oriented employmen t i n smal l workshops , family businesses , 
subcontracted wor k undertaken i n th e hom e ("homeworking" ) an d wor k a s domestic servants . I t 
includes thre e type s of occupational statu s - employee , self-employed , (bot h o f which ar e paid) an d 
unpaid famil y worke r (i n which th e worke r doe s not hersel f receiv e money ) bu t th e famil y membe r 
(often th e mal e household head ) directin g th e busines s does receive payment . I n principle , informa l 
sector employmen t shoul d b e include d i n the gros s national product , bu t lik e subsistence produc -
tion, i t i s often omitte d becaus e o f the shortcomings o f statistical surveys . 

Domestic wor k or "reproductive work " i s the wor k o f managing a  household, cooking , cleaning , 
fetching fue l an d water , keeping home , clothin g an d domesti c equipmen t i n good repair , an d carin g 
for family member s an d friend s an d neighbours . I n principle , i t i s excluded fro m th e gros s nationa l 
product: i t i s defined i n th e U N Syste m o f National Account s a s lying outside th e productio n 
boundary. Bu t i t i s vital for keepin g th e socia l framework i n good repair , an d fo r maintainin g an d 
reproducing th e labou r force . 

Voluntary communit y wor k include s unpai d activit y i n al l kinds o f civic associations , bot h 
secular an d churc h based . I t include s everythin g fro m self-hel p group s o f mothers gettin g togethe r 
to run a  children's pla y group o r secure improvement s i n neighbourhood safety , t o suppor t wor k 
for larg e internationa l charities . Again thes e activitie s ar e i n principle exclude d fro m th e GN P 
and ofte n ar e regarded a s leisure activities . Bu t fo r man y poo r people , especiall y poo r women , 
such activitie s ar e vita l t o ge t acces s t o necessary resource s an d provid e som e security . Voluntar y 
work make s a  vital contributio n t o sustainin g th e socia l framework , particularl y th e sens e o f civi c 
responsibility. 
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Reproductive wor k an d voluntar y communit y wor k could i n principle b e done b y men o r women -
but thes e kind s o f work have been sociall y constitute d a s more th e responsibilit y o f women tha n 
men i n mos t countries . 

As reported i n the Specia l Issu e of Feminist  Economics November 1996 , a great dea l of progress is 
being mad e i n many countrie s i n measuring women' s subsistenc e an d informa l secto r activity , so as 
to includ e i t i n th e GNP ; an d i n measuring women' s domesti c o r reproductive wor k an d voluntar y 
work so as to construc t a  satellite accoun t measurin g unpai d output . (Se e Bo x 2  for estimate s o f th e 
market valu e o f women's unpai d wor k i n relation t o GNP) . 

Box 2 Accountin g for the unpaid economy 
Estimates for developed countries suggest that unpai d work produce s an output equivalen t to at least hal f o f 
GDP. 
Global estimates suggest that women's unpai d work produce s an output o f $1 1 trillion, compared to a global 
GDP of about $2 3 trillion. 

Source: UNDP,  1995:97 

Neither nationa l account s no r satellit e account s i n themselves , ca n indicat e wha t policie s ar e 
appropriate. A  conceptua l framewor k o r model i s required i n which t o use them. Bu t statistics ar e 
important fo r makin g input s an d output s visibl e - withou t thi s visibilit y i t i s difficult t o ge t the m 
included i n model s an d see n a s significant b y policy-makers . 

Engendering Macroeconomic Models 
The circula r flow o f income i s the simples t wa y of modelling a n economy . The comple x computer -
based model s use d t o create budge t scenario s ar e almost invariabl y mor e complex version s o f a 
vision o f the macroeconom y a s a circular flo w o f income whic h i s represented i n Diagra m 1 . In thi s 
vision o f the economy , productio n an d investmen t i s carried ou t by market-oriented firms.  Thi s 
generates cas h incom e fo r th e household s whic h own , o r work in , firms.  Households the n eithe r 
save thei r income , o r consume i t by spending i t on good s produced b y firms. Households ar e assure d 
to ac t a s if they were completely unified , poolin g thei r income s an d makin g savings and consump -
tion decision s s o as to maximis e th e tota l benefi t t o th e househol d a s a whole. 

The rol e o f government i s to levy taxes , make transfe r payments , an d provid e public services . Th e 
model simplifie s thi s role by assuming taxe s ar e paid b y households an d transfe r payment s suc h a s 
pensions, child benefits , unemploymen t benefit s ar e made t o households, whil e public services ar e 
provided b y government, usin g goods an d service s produced b y firms. The econom y operate s so as 
to equate saving s an d investment , bu t no t necessaril y a t ful l employmen t o f those who wan t pai d 
work, an d ful l utilisatio n o f the capita l stoc k produced b y previous investment . Th e exten t t o whic h 
economies automaticall y ten d t o ful l employmen t i s a matter o f considerable debat e amon g 
economists. Bu t al l are agreed tha t episode s o f unemployment ca n las t a  long time . 

In thi s vision , households d o not produce . Their onl y function i s to save or spend. They ar e onl y 
consumers. Nor doe s government spendin g creat e growt h fo r th e future . It s main rol e i s to redistrib -
ute incom e an d t o increas e aggregat e deman d (i f G i s greater tha n T : a budget deficit ) o r reduc e 
aggregate demand (i f T i s greater tha n G : a  budget surplus) . The stoc k o f natural resources , th e 
stock o f labour, an d th e socia l framework o f civic responsibility i s taken fo r granted an d n o wor k i s 
required t o maintain thes e resources . 

Of course , i n many cases , especially i n th e agricultura l sector , the househol d an d th e firm are fuse d 
together i n a  family business . But conceptually , th e mode l distinguishes th e family aspec t from th e 
business aspect . 
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Diagram 1 The circular flow of national income: a gender-blind mode l 

incomes (Y) 

taxes 
less transfers (T) 

government 

government 
spending (G) 

firms households 

consumption expenditure (C) 

investment 
expenditure (I) 

savings (S) 

Imports an d export s can b e introduce d int o th e model , i n a  similar way to savings and exports . 
Imports, lik e savings , are treated a s a leakage from th e economy , a  withdrawal o f funds, whil e 
exports, lik e investment , ar e treated a s an injectio n o f funds int o th e economy . For simplicity , ne t 
import expenditur e i s attributed t o households; while expor t deman d i s met b y firms. The econom y 
is in equilibrium provide d tha t th e valu e o f savings plus import s i s equal t o the valu e of investmen t 
plus exports . But equilibrium doe s not guarante e tha t ful l employment , absenc e o f poverty, an d 
adequate huma n developmen t wil l always be achieved . 

Gender and the Circular Flow of Income 
Gender ca n b e introduce d int o such a  model by disaggregation. The mos t obvious disaggregation i s 
to distinguish mal e and female-heade d household s an d mal e an d female - heade d firms.  Th e 
financial flows  int o an d ou t o f these gender-differentiate d unit s could the n i n principle, be distin -
guished. I t would be possible to answer questions such as : 

What proportio n o f government spendin g i s directed t o female-headed firms  an d wha t propor -
tion t o male-headed firms? 
Do male-headed firms  displa y different investmen t an d expor t behaviou r fro m female-heade d 
firms? 
Do male-headed firms display different incom e generating behaviour from female-heade d firms? 
If public procuremen t polic y were changed s o as to offe r mor e opportunitie s t o female-heade d 
firms, what woul d b e the implication s fo r investment , export s an d incom e flows? 
What proportio n o f national incom e accrue s t o female-headed, an d wha t t o male - heade d 
households? Are th e share s i n incom e th e sam e as the share s i n population? D o female -
headed household s ge t disproportionately les s income ? 
Does the saving s and expenditur e behaviou r o f male an d female-heade d household s differ ? Fo r 
instance, do female-headed household s hav e a  greater tendenc y (give n th e sam e leve l of 
income) t o spend i n ways tha t directl y benefi t children ; o r to save a  larger proportion o f thei r 
income; or to consume imports ? 

Does the incidenc e o f taxes an d transfe r payment s diffe r a s between mal e and female - heade d 
households? 
Would huma n resourc e developmen t b e improve d b y a redistribution o f income t o female -
headed households ? 

A gende r disaggregate d Social  Accounting Matrix  coul d i n principle b e constructed t o conduc t thi s 
kind o f analysis. This would requir e th e allocatio n o f resources t o reanalyse existin g househol d 
surveys and survey s of business (suc h a s the censu s of production) . 
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However, thi s kind o f disaggregation ha s limitations . I t does not loo k within household s an d firms 
so as to analyse gendered pattern s o f decision-making withi n them . There i s abundant evidenc e 
that neithe r household s no r firms are units i n which al l share common goal s and poo l al l thei r 
resources. Moreover, withi n male-heade d household s an d firms there ca n b e widely differing degree s 
of women's empowerment . 

Within male-heade d households , ther e i s a strong tendency fo r incom e stream s and consumptio n 
and saving s patterns t o be gender differentiated . A  grea t dea l o f case study evidence suggests , fo r 
instance, tha t i n a  wide variety o f settings, extr a incom e goin g to the mothe r i n a  two paren t 
household i s more likel y t o be spent i n ways that directl y benefi t childre n tha n extr a incom e goin g 
to th e father. 3 Mor e generally , th e natur e o f the decision-makin g rol e o f women i s likely to be a 
critical factor i n the pattern o f household expenditur e an d savings . 

Within male-heade d firms,  ther e i s a strong tendenc y fo r men' s pattern o f working lif e t o be take n 
as the norm; an d fo r th e organisatio n o f production an d incom e i n ways that bes t sui t men , even i f 
there i s thereby som e los s in productivity.4 Her e again , the natur e o f the decision-makin g rol e of 
women withi n male-heade d firms  i s likely to be importan t i n the pattern o f income generatio n (fo r 
example, pressure for investmen t i n the skill s of all the workforc e no t jus t men ; pressure for invest -
ment i n technolog y tha t enable s women a s well a s men t o have safer , les s stressful, mor e productiv e 
working lives) . 

To incorporat e thi s dimension o f gender int o th e mode l o f the circula r flow o f income, i t would b e 
necessary t o disaggregate male-heade d household s an d firms according t o women's degree of 
decision-making powe r withi n them , i.e . according t o the criteri a o f women's empowerment . W e 
could the n as k the sam e se t of questions a s before, bu t i n terms o f male-headed household s an d 
firms with hig h an d lo w degrees o f women's empowerment . However , ther e ar e many more practica l 
difficulties i n constructing a  social accountin g matri x disaggregate d accordin g t o the degree of 
women's empowerment . Ther e ar e more difficulties i n defining an d measurin g degree s o f women' s 
empowerment withi n male-heade d organisations , tha n ther e ar e in determining whethe r a n organi -
sation i s male-headed o r not (eve n thoug h th e latte r i s not alway s straightforward). Conventiona l 
household an d firm  surveys do not collec t dat a i n ways that focu s o n empowermen t questions ; an d 

Box 3 Women' s Voices in Budgetary Policy 
The Women's Budget Initiativ e i n South Africa produce d the following assessment for their country : 

South Africa i s in many ways outstanding in terms of the representation o f women in publi c lif e - i t stands seventh in 
the world i n terms of the proportion o f women i n the nationa l Parliament . There are three women Cabinet minister s 
out of a  total o f 27 and two deputy ministers . A quarter o f the members of the national Parliamen t are women. 
However, there i s still a relative absence of women i n positions of powe r to influence decision-making in publi c 
expenditure and taxation. 

Within the central government, the key institutions are the Departmen t o f Finance , the Departmen t o f State 
Expenditure, and the Nationa l Budge t Committee. The crucial positio n i n these institutions are the Directo r General, 
the Deput y Directo r General and the Chief Directors . In the Departmen t o f Finance , there i s one woman at this level; 
in the Department o f State Expenditure there are none. The National Budge t Committee i n 1995/96 had about twenty 
permanent members , of which four were women (two of them Member s of Parliament) . In the nationa l Parliament , 
the chairperson o f the Joint Select Committee on Finance is a woman, but women account for les s than a quarter o f 
the members of the committee. 

At the provincia l level , there are no female premiers , 14 women member s of Executiv e councils out o f a total o f 90 
(16%), and 83 women member s of provincia l legislature s out of a total o f 334 (25%). Overall women account for just 
over a quarter o f the members of provincia l Financ e Committees. 

As Debbie Budlender , Projec t Edito r for the Women's Budget Initiativ e point s out : 

"Admittedly, not all women are sensitive to gender issues. The presence of more women in powerful positions wil l 
not necessarily guarantee a more women-friendly budget However , there is a greater likelihood that with more 
women, more of th e issues will be raised". 
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quantitative survey s have considerabl e limitation s a s instruments fo r investigatin g decision-making . 
Consideration need s t o be given t o testing a  variety o f possible proxy variables . 

The principl e o f disaggregation coul d als o be applied t o the government , distinguishin g mal e an d 
female-headed committees , department s an d services ; and distinguishin g male-heade d committees , 
departments an d service s according t o the degre e of women's empowermen t withi n them . 

A mor e detailed examinatio n o f budgetary decision-makin g processes , distinguishing differen t level s 
of government, woul d mak e i t possible t o answer questions suc h as : Is a greater voice for women i n 
budgetary polic y associate d wit h differen t pattern s o f taxation, transfe r payment s an d governmen t 
spending? D o thes e differences hav e implication s fo r macroeconomi c an d human developmen t 
outcomes? 

Limitations of Gender-Disaggregated Models of the Circular Flow 
of National Income 
No matte r ho w muc h thi s mode l i s modified b y gender disaggregatio n an d consideratio n o f women' s 
empowerment, on e majo r fla w remains . I t ignore s th e domesti c (o r "reproductive" ) wor k an d 
voluntary communit y work , which togethe r constitut e a n unpaid "care " economy. This unpaid car e 
economy i s vital i n developing an d maintainin g th e healt h an d skill s of the labou r force ; an d i n 
developing an d maintainin g th e socia l framework: th e sens e of community; o f civic responsibility ; 
the rules , norms an d value s tha t maintai n trust , goodwil l an d socia l order . 

These activitie s ten d t o be taken fo r grante d an d ar e not brough t int o th e discussio n o f economi c 
policy. They ar e often though t o f as "social roles" rather tha n economi c activities . But they are 
economic i n th e sens e tha t the y requir e th e us e of scarce resources ; and i n the sens e tha t the y 
provide vita l input s t o the publi c an d privat e sector s of the economy . These activitie s ar e als o 
gendered, i n the sens e tha t the y ar e almos t invariabl y regarde d a s the specia l responsibility o f 
women; an d a s women hav e begu n t o focus o n a  macroeconomic policy , i t i s the absence of the car e 
economy i n macroeconomi c thinkin g the y have noted. 5 

We ca n incorporat e th e car e econom y int o macroeconomi c thinkin g b y focusing o n th e circula r 
flow o f national outpu t seein g national outpu t a s a product o f the interactio n o f three sectors : th e 
private secto r commodit y economy ; th e publi c service economy ; an d th e househol d an d communit y 
care economy. The creatio n o f wealth i n a  country depend s o n th e outpu t o f al l three sectors . 
Sometimes ther e i s a tendency t o assum e tha t th e wealth-creatin g secto r i s the privat e commodit y 
economy; whil e th e publi c service economy an d th e household an d communit y car e econom y 
spend wha t th e privat e commodit y econom y ha s produced. This mistake n vie w result s from consid -
ering th e circula r flow o f national incom e (Diagra m 1 ) i n isolatio n fro m th e circula r flow o f 
national outpu t (Diagra m 2) . The thre e sector s of the econom y ar e interdependent. Th e privat e 
commodity econom y woul d be unable t o create wealt h fo r us e by the governmen t an d by familie s 
and communities , i f the governmen t an d familie s an d communitie s di d no t i n turn creat e wealth fo r 
use by the privat e sector . The wealt h o f a country consist s no t onl y o f the commoditie s produce d b y 
the private sector , bu t als o the publi c service s produced b y the governmen t (la w and order , 
communication networks , health an d education ) an d b y the car e economy (huma n capacities , 
social cohesion) . This interdependenc e i s shown i n Diagra m 2 . 

The privat e secto r commodity econom y produces market-oriente d good s and service s primarily i n 
response t o the profi t motive . I t include s th e privat e forma l secto r an d th e informa l sector . I n 
principle, thes e sector s should b e fully covere d i n the nationa l accounts . I n practice , ther e i s under 
counting o f informa l secto r activities . Men an d wome n bot h wor k i n th e commodit y economy . 
Overall, th e forma l par t o f i t i s relatively male-intensiv e thoug h les s so than formerl y an d th e 
informal par t relativel y female-intensive . Th e public service economy produce s a  social and physica l 
infrastructure whic h i s used for consumptio n an d investmen t i n th e commodity econom y an d th e car e 
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economy. These service s correspond t o public sector outpu t i n the nationa l accounts . The publi c 
service economy i s market-oriented t o the exten t tha t it s employees ar e paid wages , and i t is 
financed throug h taxation , use r charges an d borrowin g (and , sometimes , by increases i n the mone y 
supply). But i t i s less market-oriented tha n th e commodit y econom y becaus e i t delivers man y 
services free a t th e poin t o f consumption. Ideally , i t should b e citizen-oriented, bu t unfortunatel y i t 
is often bureaucrat-oriented . Me n an d wome n bot h wor k for wages i n thi s sector . Overall , i t i s less 
male-intensive tha n th e forma l commodit y economy , thoug h probabl y mor e male-intensiv e tha n 
the informa l commodit y economy . 

The car e economy produces family an d community-oriente d good s and service s a s part o f the proces s 
of caring for people . Work i n th e car e economy i s not paid , thoug h i t may be supported b y transfe r 
payments fro m th e governmen t (suc h a s pensions an d chil d benefit) . I t i s regulated b y social norm s 
rather tha n b y commercial o r bureaucratic criteria . This econom y i s excluded, a s a matter o f princi-

Diagram 2 Th e circular flow of national output: a gender aware model 
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ple, from th e U N Syste m o f National Accounts . Bot h me n an d wome n wor k i n the car e economy , 
but overal l i t i s relatively intensiv e i n th e us e of female labour . The car e economy contribute s t o th e 
welfare o f the individual s receivin g care , but i t also contributes t o th e activitie s o f the commodit y 
economy an d th e publi c servic e econom y b y supplying human resource s an d b y maintaining th e 
social framework (supplyin g wha t som e economist s cal l human capita l an d socia l capita l t o th e 
commodity econom y an d publi c service economy) . The relativ e siz e of the thre e sector s can var y 
depending o n th e leve l o f development an d economi c strateg y pursued . 

Like al l pictures which dra w boundaries, thi s picture i s something o f an oversimplification , sinc e th e 
commodity econom y i s not totall y guided by commercial principles ; and th e publi c service econom y 
does not alway s serve the public ; nor i s the care economy totall y guided by selfless altruism . 
Nevertheless, ther e i s an importan t differenc e betwee n bein g paid t o look afte r childre n a s a private 
sector nanny o r child minder , o r as a public sector nursery schoo l assistant , an d lookin g afte r one' s 
own children 6. This i s not onl y a  personal difference . Th e cost s of childcare i n the commodit y 
economy an d th e publi c service economy sho w up i n the nationa l accounts , and ar e taken int o 
consideration i n policy decisions . But the cost s of childcare i n the car e economy d o not sho w up i n 
the nationa l account s an d ar e therefore no t take n int o accoun t i n policy decisions. As a  result, ther e 
is no clearly visible answer t o the questio n "Wh o pay s for th e kids?" raised by American economist , 
Nancy Folbre . 

One wa y of providing a n answe r tha t make s sense t o economist s i s through th e extensio n o f input -
output analysis to includ e th e input s use d by and output s provide d b y the famil y an d communit y 
care economy. This analysi s i s in progress for Australia 7. 

As we have pointed out , conventional macroeconomi c model s (whic h ar e based on Diagra m 1 ) 
ignore the car e economy a s a producer o f human capabilitie s an d upholde r o f the socia l framework . 
They do include a  household secto r i n the framework, bu t only as a source of personal consumptio n 
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and personal savings- The onl y constraint which th e household secto r can impos e on such models is 
the constrain t o f insufficient deman d t o buy the outpu t o f the market-oriented economy . In effect b y 
ignoring the care economy, macroeconomists trea t i t as if it i s able to supply whatever quantitie s of 
human capacitie s and socia l support are required by the commodity econom y an d the public service 
economy, regardless of the leve l of investment i n the care economy. If it can do this, then i t is safe t o 
ignore i t from th e point o f view of macroeconomic policy , and macroeconomist s ar e right to do so. 
The assumptio n i s equivalent t o an assumption tha t women' s time i s available i n unlimited quantities , 
in more technical terms , that th e supply of women's labou r i s perfectly elastic. 8 In effect, conventiona l 
macroeconomic theor y treat s the care economy i n the same way the Lewis model of development 
treats the "traditional " sector as a sector that ca n supply whatever i s required withou t th e need fo r 
investment. I n the Lewis model,9 the ultimate vision i s of the "modern" sector completely takin g ove r 
from th e "traditional " sector. But that i s neither desirabl e nor possible i n the case of the care economy, 
since by their very nature human capacitie s and th e socia l framework canno t be , and should not b e 
produced, entirel y alon g commercial o r bureaucratic lines . 

There wil l always be, and shoul d alway s be, an importan t rol e for th e car e economy. The questio n i s 
rather whethe r ther e wil l be sufficien t resource s i n the car e economy t o enabl e i t to respond t o th e 
demands mad e o n it . I f the car e economy i s overburdened, ther e wil l be negative feedbac k t o th e 
commodity an d publi c service economies whic h wil l reduce thei r productivit y an d increas e thei r 
costs, because o f inadequate maintenanc e o f human resource s an d o f the socia l framework. Th e 
tangible sign s of this wil l be work days lost an d lowe r productivity throug h il l health an d stress ; 
rising public an d privat e expenditur e o n insurance , policing , socia l workers , repairs t o make goo d 
damage t o public an d privat e property , an d healt h service s to make good damag e t o human capaci -
ties. This negative feedbac k wil l affec t th e leve l and growt h o f output o f the publi c and privat e 
sectors. Beyond a  certain point , investmen t i n the car e econom y wil l be necessary t o increas e it s 
capacity -  i t cannot b e treated a s a bottomless wel l from whic h wate r ca n alway s be drawn. Thi s 
investment ca n com e bot h throug h th e provision o f public secto r service s and throug h th e 
provision o f decent job s i n th e privat e commodit y economy . 

Much o f the investmen t require d b y the car e economy i s best supplie d throug h publi c services fre e 
at th e poin t o f delivery sinc e i t consists o f social and physica l infrastructur e (healt h an d educatio n 
services, water , sanitation , lightin g ,  roads, electricity etc ) whic h nee d t o be accessed b y wome n 
who do not hav e muc h purchasin g power . Historically , th e improvemen t o f productivity i n the car e 
economy ha s gone hand i n hand wit h th e provisio n o f such public services. 10 But the publi c servic e 
economy i s financed b y taxes on th e forma l secto r commodit y econom y whic h overal l i s male-
intensive; whereas th e publi c service s most importan t t o the well-functionin g o f the car e econom y 
tend t o be used more widely by women. Thi s create s th e conditions fo r a  potential mismatc h 
between th e leve l o f public investmen t require d t o improv e th e productivit y o f the car e economy , 
and th e leve l of tax revenu e forthcomin g t o finance this . I t creates th e condition s whic h may 
generate budgetar y strategie s which rel y on expenditur e cuts , which simpl y transfe r cost s from th e 
public secto r service econom y wher e the y d o show up i n the nationa l accounts , t o the car e 
economy wher e the y do not  show u p i n the nationa l accounts , bu t ar e visible t o those who thin k t o 
look, i n a  deterioration i n th e health an d capacitie s o f families an d communities . Ultimately thes e 
policies wil l be self-defeating i f they ar e pushed to o far -  th e socia l framework wil l give way, or 
other categorie s o f public expenditur e (o n police an d prison s for instance ) wil l rise, underminin g 
the budge t strategy . 

Budget Strategy and Human Development 
A usefu l guid e t o empirica l findings o n th e relationshi p betwee n budge t deficits/surpluses , growt h 
and povert y i s provided b y two recent paper s for th e ILO. 11 Connections ca n b e made between th e 
framework o f analysis they us e and th e gende r awar e framework develope d i n th e previous section . 
Let us first conside r thei r findings . 
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i Soun d macroeconomic policies do have a positive impact on the rate of 
growth 

However, i t i s not eas y to deduce from th e evidenc e an y general prescription abou t th e appropriat e 
size of budget deficit/surplus . Th e mai n reason for thi s i s that no t onl y does the budge t affec t th e 
rate o f growth, bu t als o the rat e o f growth affect s th e budget . Publi c expenditure an d public revenu e 
are not wholl y within th e contro l o f even th e bes t organised governmen t (i.e . they ar e not wholl y 
exogenous t o the growth process) . Th e rat e o f growth affect s th e amoun t o f revenue an y particula r 
tax structure wil l generate; and th e amoun t o f expenditure tha t an y particular structur e o f socia l 
security benefits wil l generate. I f growth falters , revenue s wil l tend t o fall an d expenditure s rise , thu s 
tending t o increas e the budge t deficit , irrespectiv e o f fiscal policy. There i s thus a  problem o f two-
way causation, whic h make s drawing policy conclusions difficult . Muc h depend s o n th e specifi c 
circumstances o f particular countries . Budget deficit s ca n have negative impact s o n saving s an d 
investment ("crowdin g out " i n the jargo n o f economics), an d thu s reduce growth . Bu t this i s not 
always the case . Taxes can be designed i n ways that suppor t saving s an d investments , an d a  defici t 
in the publi c sector ca n counter-balanc e a  surplus i n the private secto r which coul d otherwis e lea d 
to a  deficiency i n aggregate demand an d a n under-utilisation o f the economy' s productive potential . 
In thi s way, budget deficit s ma y sometimes encourag e private secto r saving s and investmen t 
("crowding in " in the jargon o f economics) . 

ii Fisca l contraction (reduction of budget deficits) can have a negative impact on 
economic growth and poverty 

This negative impac t comes via a reduction i n spending on public sector investment s i n infrastructur e 
and human resources , which i n turn has a  negative impac t on private sector investments , which is 
discouraged because of lack of complementary factor s o f production an d als o via a negative impac t o n 
demand i n the marke t which discourages more long term investment , an d leads to unemployment. I n 
the jargon of economics, in many circumstances public sector investmen t does not discourage (o r 
"crowd-out") privat e sector investment . Rather , public sector investmen t encourage s (o r "crowds-in" ) 
private sector investment , bot h throug h th e supply side and through demand sid e effects . 

iii Publi c sector services can have positive growth externalities 
The "ne w growth theory " (sometime s calle d "endogenous growt h theory" ) show s how expenditur e 
on certai n kinds o f public sector service s can have a n eve n mor e powerfu l positiv e impac t o n th e 
rate o f growth by creating externa l effect s whic h rais e the productivit y o f private secto r investment s 
and counterac t an y tendency fo r increase d private secto r investmen t t o result i n declining margina l 
productivity o f capital. One exampl e i s public expenditur e o n educatio n an d training . This no t onl y 
raises the productivity o f an individua l wh o receives th e education , bu t als o the productivity o f al l 
the people with whom tha t individua l interacts . (Fo r instance , i f I am computer-literate , i t enable s 
other peopl e t o save time an d effor t b y communicating wit h m e via computers . This effec t i s 
external t o me , and I  cannot captur e al l the economi c return s t o investmen t i n my computer litera -
cy. This wil l tend t o lead me t o under-invest i n my computer literac y i f I have t o finance  th e 
necessary trainin g myself . Public provision o f the trainin g wil l overcome thi s problem an d throug h 
positive externalitie s ten d t o raise the rat e o f growth. This implie s tha t publi c expenditure o n 
education shoul d be treated a s investment, rathe r tha n consumption) . 

iv Nationa l budgets can simultaneously promote both high and sustainable rates 
of growth and a more equal distribution of income and better human 
development 

The ke y to doing this , i s to design budget polic y so as to maintain sufficien t effectiv e deman d t o 
create a  buoyant labou r market , whil e a t th e sam e time re-directing th e pattern o f public expendi -
ture toward s investmen t i n human resources , appropriate physica l infrastructur e an d environmenta l 
protection. Thi s mean s i t i s important t o consider no t jus t th e siz e of the deficit , bu t als o th e 
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combination o f expenditure an d revenu e whic h produces it . I f the mai n emphasi s i n improvin g th e 
management o f the budge t i s placed o n cuttin g bac k expenditur e whil e paying littl e attentio n t o 
the nee d t o raise more revenue , the n i t i s likely to be more difficul t t o combine growt h an d huma n 
development. A s Pyatt 12 argue s 

"it is probably the wrong emphasis in most countries  for two  reasons. One  is  that the need, and 
even the  desirability, of cutting back  on some categories of  expenditure must  be  set against the 
need to increase expenditure under  some other heads. There  is  therefore a case for a shift in the 
pattern of  expenditure which  does not imply  a reduction in  the aggregate given the option to raise 
more revenue. The  other  is that there is a tendency in  practice for expenditure  cuts  to  fall on the 
poor, while  increases in taxes fall more on the rich". (p40) 

Pyatt conclude s tha t budgetar y policy should reflec t a  concern fo r efficienc y i n the us e of resource s 
and a  concern t o mobilise ne w resources while reorganising th e pattern o f expenditures . 

This i s an excellen t poin t o f departure, bu t a  gender-analysis need s introducin g int o th e desig n of 
policy so as to ensure that : 

i efficienc y i n th e us e of resources i s properly defined . Al l to o often efficienc y i s defined onl y 
in relation t o th e us e of paid labou r i n th e privat e an d publi c sector s of the economy . Carin g 
labour i n families an d communitie s i s left ou t becaus e i t does not hav e a  market price . 
Measures which see m t o increas e efficienc y i n the us e of paid labou r can i n fact simpl y be 
transferring cost s to th e unpai d car e economy. The overal l effec t ca n b e a  reduction i n 
efficiency, resultin g from huma n resourc e depletion an d deterioratio n o f the socia l 
framework; 

ii mobilisatio n o f new resources take s accoun t o f the fac t tha t women' s labou r i s not a n under -
utilised resource , bu t a n over-utilise d resource , i n limite d supply ; and tha t household s ar e 
internally differentiate d an d ten d not  to pool all  their resources . This mean s tha t th e impac t of 
different taxe s wil l vary by gender -  incom e ta x wil l have mor e immediat e impac t o n men , 
while VAT on basi c household consume r good s wil l have mor e immediat e impac t o n women . 
The ultimat e incidenc e wil l depend o n intra-househol d relations ; 

iii reorganisatio n o f the patter n o f expenditures take s accoun t o f the fac t tha t som e externalitie s 
are gender-specific. Give n th e existin g division o f labour , women' s work i n th e car e econom y 
produces service s with benefit s fa r beyond families , raisin g productivity i n the privat e 
commodity econom y an d th e publi c service economy. There i s a particular nee d t o enabl e 
women t o increas e thei r productivit y i n th e car e economy , bu t ther e ar e no marke t price s 
signalling th e return s t o such investment ; 

iv th e issu e of sustainability i s understood ver y broadly, going beyond financial  sustainabilit y t o 
encompass th e sustainabilit y o f the socia l framework, an d o f the econom y o f care tha t i s so 
important i n maintaining it . 

Gender and Budget Strategy 
A ke y issue of aggregate budgetar y polic y i s the exten t t o which a  budget defici t i s sustainable. Thi s 
is conventionally judge d i n terms o f whether i t wil l tend t o lea d t o financial  problems , such as 
accelerating inflation ; balanc e o f payments crises ; an increasin g an d unsustainabl e deb t burden . 
Inflation an d balanc e o f payments problem s ar e likely i f the publi c an d privat e sector s ar e alread y 
fully utilisin g thei r capacity ; labou r i s fully employed ; an d th e governmen t keep s increasin g th e 
money suppl y t o finance a  growing deficit . I f instead th e defici t i s financed  b y borrowing, thi s wil l 
be les s inflationary , bu t ma y tend t o drive up interes t rate s especially i f financial  market s have bee n 
deregulated. Thi s i n tur n mean s tha t mor e an d mor e futur e ta x revenue wil l be pre-empted t o 
service th e debt . I t may als o deter privat e investment , "crowdin g out " private investor s becaus e 
they canno t affor d th e hig h interes t rates . The sustainabilit y o f a budget surplu s i s not convention -
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ally judged t o be a  problem becaus e a  surplus does not ten d t o lea d t o financia l problems . Bu t i t 
may lead t o unemployment , lo w level s of capacity utilisation , an d a n overburdenin g o f the car e 
economy, wit h consequen t socia l an d economi c problems , and a  breakdown i n socia l cohesion . 

The likel y sustainabilit y o f a budget defici t ca n b e tested b y using a  computable macroeconomi c 
model t o simulat e th e likel y outcomes wit h a  range of different value s for variables . Bu t the answer s 
will depend o n th e assumption s buil t int o th e mode l on suc h issue s as the exten t t o which increase s 
in money suppl y lea d t o inflation ; o r increase s i n borrowing driv e up interes t rates ; or increase s i n 
interest rate s deter privat e secto r investment . Negativ e feedbac k fro m overburdenin g th e car e 
economy i s not buil t int o such models . 

The sustainabilit y o f a budget defici t i n practice i s also influenced b y more intangibl e factor s suc h 
as the climat e o f opinion an d th e institutiona l structure s o f a country; wha t Taylo r (1988 ) call s th e 
social matrix , an d Kha n (1993 ) call s the interfac e betwee n institutiona l organisatio n an d polic y 
regime. That is , the sustainabilit y depend s o n th e configuratio n o f power an d value s as well as o n 
the siz e of the defici t itself . The exten t t o which an y given defici t lead s to financial problem s i s 
influenced b y factors suc h a s the organisatio n o f financial market s an d "marke t sentiment " an d th e 
organisation o f wage negotiations an d th e degre e o f importance attache d t o the "socia l wage" 
provided b y public secto r services . I t i s influenced b y whether ther e ar e co-operative o r competi -
tive response s t o budgetary policy , and th e kin d o f "social bargaining" tha t take s place abou t policy . 
There ar e importan t feedbac k effect s fro m th e expectation s an d action s o f major player s i n th e 
economy. Fo r instance , th e sustainabilit y o f a deficit i n a  country wit h deregulated financia l 
markets depend s a  great dea l on th e "confidence " whic h dealer s i n thos e market s have i n th e 
sustainability o f the deficit . I f they decid e i t i s not sustainabl e the n the y wil l tend t o take actio n -
such a s moving thei r fund s oversea s - whic h mak e thei r fear s self-fulfilling. 13 I n a  deregulate d 
economy a  great dea l depends upo n expectation s i n the financia l market s abou t how a n econom y 
works, what kind s o f things wil l lead t o a  financial crisi s and wha t ca n b e assumed t o be constant , 
no matte r ho w budgetar y polic y operates . 

One o f the factor s tha t i s usually assume d t o be constant i s the socia l framework o f norms, rules an d 
values (wha t som e economist s cal l the "socia l capital") . For instance t o work wel l an econom y 
needs ther e t o be a  fund o f goodwill, trust , an d acceptanc e o f and obedienc e t o th e law ; in additio n 
to some institution s tha t provid e socia l stability an d security , eve n thoug h th e econom y i s 
changing; institution s tha t ca n cushio n individual s agains t shock s an d see  them throug h time s of 
transition an d restructuring . 

Family an d communit y institution s i n th e car e econom y ar e importan t pillar s of the socia l 
framework, generatin g an d maintainin g it . However , th e socia l framework ma y not b e invarian t t o 
the macroeconomi c polic y -  hig h an d risin g deficits tha t generat e hyperinflatio n ma y tend t o lea d 
the socia l framework t o crumble ; but s o also will severely deflationary policie s i n which th e defici t i s 
cut rapidly an d extensively , creatin g widesprea d unemploymen t an d idl e capacity . Som e economist s 
are now beginnin g t o pay attention t o the interrelatio n betwee n macroeconomi c policie s an d th e 
social framework (whic h the y ten d t o cal l "socia l capital" ) an d t o as k whether i n some circum -
stances, too rapid a  deflation, a s well a s too rapi d a n inflation , run s down t o dangerous level s th e 
fund o f goodwill an d acceptanc e o f social norms tha t i s needed fo r economie s t o function well . 
They d o not howeve r connec t th e maintenanc e o f the socia l framework t o women's unpaid wor k i n 
the car e economy a s we have don e here . 

Nevertheless economist s wh o ar e worried abou t th e depreciatio n o f social capita l d o see the nee d t o 
consider th e sustainabilit y o f the budge t deficit/surplu s i n a  wider framework , no t jus t emphasisin g 
its implications fo r financia l variable s such a s the rat e o f inflation an d th e balance o f payments, bu t 
also for growth an d huma n development . Ther e i s an urgen t nee d t o develop operationa l maroeco -
nomic model s tha t tak e accoun t o f this feedback. Th e wor k o f Palmer, Elso n an d Walters 14 can b e 
drawn o n a s a point o f departure . 
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Changing Budget Priorities 
To move from gender-sensitiv e model s t o gender-sensitive practice s mean s changes i n budge t 
priorities- As Preg s Govender (Membe r o f the Sout h Africa n Parliament ) write s i n he r 
introduction t o the Women' s Budget , "Th e budge t reflect s th e value s of a country -  wh o i t values , 
whose work i t values and wh o i t rewards.. . and wh o and wha t an d whos e work i t doesn't".15 T o 
bring abou t change s i n priorities , th e developmen t o f new tool s t o apprais e budget s an d th e 
building o f broad-based coalition s t o suppor t th e us e of these tool s to bring abou t change , ar e 
discussed i n detai l i n th e companio n t o thi s paper. 16 

Yet the firs t stag e i n changing prioritie s i s to change understanding . Her e w e have looke d a t 
national budget s throug h women' s eyes , disclosing interconnection s whic h ar e missed from gender -
blind visions . Including women' s empowermen t an d th e econom y o f care within macroeconomi c 
policy frameworks ca n contribut e t o the sustainabilit y an d developmen t i n ways that i n the lon g 
run ca n benefi t u s all . 
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