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STRUCTURAL ADJUSTMENT

The Small Producers' Dilemma

Baclkopeoumnad

tractural Adjvamieat Pro-
grams(SAPs havoheconie &
mauch debated I!.u:rpir.'"in TREHTE
times bath b S Lanka iind
internationelly. Intradated
by the Bretton Woods Inatitotlena -
the World Bank (WH nod the Interna-
bonal Meselary Fund (1M, thees
policiea ars iow implemonted in owet
Daireloping Countrles (D).

Pefore the 19708 IMF lending pea-
grams granted short tarem loans for
apecafic prjrcts The problems faced

b the developing counbriss wenes b
lievad to be ahort tern phenomeda.

The lonng srers mot necedganty cied to
muecTms=rennamic. policy raforms,. How-

aver, despila massive inpections of
IF funds inta developieg coomsbries,
the Bolones of Pavment (BOPY prob-
feme of Elesn counkriss persiztad auid
by the il 1880s reched rrisis pro-
porldnar, The isen 4i) prioe shocks - 4
cuadeupling of prives in 1978074, nnd
the world recesdion in Lhe lute TOs
resaited in dramatic chanmee. i the
world wnemy, ‘Termes of trode date-
cloraled o the ol impoading coon-
tried, reaultiog in decious Balance: of
Payroent (BOP) prablamis

At the time, alaul half the foreim
cxghonge earnioge of Lhe diveioping
cuunbrice eame o the export of’ -
masy commnditian, Thege were uua-
ey sgricollursl produste anddeec-
ala. Pricas of these: commodities have
hesn unetable, and have been deter-
minicd by the developed countries over
Ve gt S wamta or e, Tnternational
carmenifiby proeernents e impnaa the
altudling were atteropted but with hi.
tle enccesa. Althrugh the developlng
countries - continued be soek mors fa-
vourabls Lerma of trade, 0 Teeponse cane
onby after Lhe st oil price hike in
187274 il shovk western Indus-
trinlized Coudteies {1} and convinesd
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them that they had to agree to a better
deal for the developing countries if
only to have a guaranteed supply of
raw material and so safeguard their
own interests. At a special session of
the UN general assemblyin May 1974,
a charter was agreed, for a New Inter-
national Economic Order (NIEQ)
(Madeley: 1992). The NIEO had eight
key propesals related to improving
trade and development in the DCs. By
the late 70s, the Western world lost
interest in the NIEQ and have ignored

it ever since. It had become clear by

then that the oil shoek had created
only a temporary situation and that
the developing countries were not in a

strong enough position to bargain with

the industrial countries of the west.

Evolution of Structural
Adjustment Programmes

By the early 1980s; the World Bank
and the IMF were convinced that even
a good praject in a bad macro econo-
mic siructure could hot be successful.
The crisis in the DCs since the oil
shocks was largely attributed to the
legacy of weaknesses in domestic poli-
cies and institutions (World Bank,
1969). The World Bank and the IMF
felt that the debt problem and the
growth problem needed to be com-
bined and solutions sought for both.
Thus, a need for an alternative set of
policies targeted at the basic workings
of the economic system was recog-
nized. The Bank and IMF felt that
"adjustmen
DCs to reduce expenditure to face fu-
ture shocks from external factors. The
term "adjustment” was used torefer to
the responses of the internal financial
systems to the BOP  disequilibrium.
Countries facing increased current ac-
count deficits were asked to shift re-
sources to the production of tradables

either exports ér in_'ipor_t substitqbe_s_._

" These “adjustment” pol1c1es were

expected to make the economies more
efficient and better able to mobilize
and allocate resources in response to

marketsignals. The Bank together with

the IMF, extended "Structural Adjust-
ment Loans”" (SAL) and launched

"Structural Ad_;ustment Programs”

(SAP) wh_lch in their opinion could ad-

dress these concerns, particularly the

balance of payment problem. Thus,

" were necessary in the

-compared to earlier lending the SAP

Table 1

f;cuseac};:im{e Ondﬂ.liml‘fd‘l e ar;;tllllongver Various Debt Indicators for the
SRS And auaen at ciangng the very South Asian Region 1982-1991
structure of the economy through :
various reformsto monetaryand trade_ _ | Total Debt /GNP 1982 1985 1990 1991
S policies. SRR . |Sri Lanka 545 59.5 73.2 72.6
% g LR Bangladesh ~ 38.9 425 549 56
The initial expectation was that Nepal 14.7 236 525 535
SALs would continue for three to five Pakistan 38.3 404 503 50.1
“years, but the expected results did not Iridiz, 149 193 23.7 29.2
- materialize within this period. On the Debt Service/Export
contrary. the terms of trade for most Barigladesh 19.8 21.7 28.7 19.9
developing countries deteriorated fur- M Tndia 14.3 227 283 30.6
ther, while the real- -interest rates in- Pakistan 156 242 229 n.a
creased, the debt crisis and worldwide | Nepal 6.1 76 177 136
recession spread, and industrial growth Srilanka . 149 165 139 14
‘remained below the levels of earlier Sovwrce: World Bank World Dabn Tables
decades (See Tables 1, 2. 1, B.nd e > 0
_Table2
Real GDP per. caplta g‘rowth rates in South Asia 1988-1990 (%)
* Country 1986 . 1987 1988 1989 1990 1986190
India 273 - BOG _'344‘. 369 -1.38 3.31
Pagkistan 3.25 44050 k8 2.18 3.30 2.99
Nepal 141 4.70 1.60 3.43 1.89 2.61
Sri Lanka 0.01 12T e 5.07 3.28 2.61
Bangladesh _ 3.09 0.95 0.60 -1.74 0.56 0.69
Soiiree: The IMFs International Financial Statistics 1993 and the Werld Bank Aflas 1987,
Table 2, 1
Average Annual Growth Rates of Developmg countries-1965- 1%90
Country Grou_p 1965-7._3 1973- 80___ 1980-89 1987 1988 1989 - 1990
Fiedl e 48 82 S g S gt s ngg il g p
East Asia 8.1 6.6 7.9 89 8.9 5.5 6.7
South Asia 36 4.2 51 4.3 8.2 4.5 4.2
Middle-East and North 7.7 3.9 28l 2.1 15 -0.8
Latin America and the 6.5 5 15l 0.6 1.3 -0.7
World 5 3.3 3L 8h 4.4 3.3 2
~ Source: World Deve]opment Repoﬂ. 1991. Waorld Bank. ;
Note: 'I'h.lstab]e i8 in Excel,
Table 8
Value of Exports and Imports of the South}‘South East
Asian Countries - 1950 1991 : o
1950 1960 1970 1980 1989~ 1990 = 1991%
Expotts (fo.b) 3981 4876 7480 39790 78750 89867 100462
TImports (ci.9) 8273 6165 9037 58840 95143 115724 128135
Terms of 708 -1289 - 1557 -14050 -16393 -25857 -27693
Trade

Soutree: Handbook of Inmuonal'rrade and Development Statistics, 1990, New Yurk UN, 1991 and Global Ecomm.w
- Prospects and the Developing ¢ountries, Washington D). C:World Bank, 1992, - . :

* Provisional Figures
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creating an economic environment
conducive for realizing development
objectives (Sobhan. 1993).

The primary focus of adjustment is
the elimination of. external diseq-
uilibria. Generally adjustment entails
the realignment of domestic demand
with available local resources and
changing supply and production struc-
ture to eliminate external deficits.
Sarris, (FAO, 1990) indentifies three
"classes of policies" that are usually
associated with Structural Adjustment:
trade, resource mobilization and effi-
ciency of resource use. Following are
the mechanisms deployed in the im-
plementation of SA policy measures.
The boxed Table 4 gives a.summary of
these policy measures.

Trade Policy éompriin‘g of
export promotion and import
liberalization

Export promotion is achieved by fi-
nancial incentives such as exchange
rate reforms, reduction of export du-
ties and taxes, relaxation of export

quota regulations, introduction of ex-

port subsidies and other financial in-
centives, improvement of credit ar-
rangements for exporters, and allow-
ance of duty free imports for exporters.
Other support measures include insti-
tutional reforms such as the establish-
mentofexport development funds, free
trade and export processing zones.

Import liberalization is supported
by removal of quotas and other re-
strictions, rationalization, of tariffs and
Jrotection, and favourable changesin
limport regulations and procedures.

Resource mobilization is achieved
through fiscal policies, monetary and
credit policies, and external berrowing
policies. Fiscal policies include taxes,
expenditure targets, changes in public

‘investments such as subsidy reduc-
tions, and improved public expendi-
ture. Monetary and credit policies cover
public and private sector credit, ceil-
ings oninterestrates and specific defi-
cit targets. Policies on external bor-
rowing include limits on new foreign
borrowing and improved monitoring
and control.

Efficiency of resource use is at-
- tempted through policy measures re-

lated to publicinvestment, pricing and
institutional reforms. Public invest-
ment inssues are addressed through
policy measures on improved rules for
project choice and privatization. Pric-
ing policies are used to effect changes
in agricultural producer and consumer
prices, in input prices and in energy
prices, and to the decontrol of con-
sumer prices. Institutional reform cov-
ers policies aimed at restructuring or
privatization of public sector enter-
prises, reduction of regulations, cha-
nges in agricultural institutions ete.

Itis now realized that adjustmentof
any nature cannot be brought about in
the short term. It is a gradual process
which brings results only after years of
conscious reform. It involves reorder-
ing of the priorities of a country as well
as a reconsideration of policy instru-
ments (Balassa, 1981:1).

Reform measures and time frames
of adjustment programmes must he
specific to a particular country situa-
tion. The following section takes a brief
look at the background and the events
that led to the introduction of Struec-
tural Adjustment Programmes in the
South Asia region.

2. Structural Adjustment Prog-
rammes in Implementation: In-
troduction of SAP{o South Asia’

Prior to the introduction of SAP the
South Asian countries had some sali-
ent common features as well as differ-
ences in terms of their geography,
economic base and relationhip to the
world market, social development, po-
litical ideologies and structures. De-
spite these differences the introduc-
tion of SAP was relatively uniforn
acroas South Asia. India and Pakistan
owing to their geopolitical advantage
and the strength of their economies
were able to resist and negotiate the

terms of the SAP package. Nepal, was_

relatively isolated till the early 80s
was dragged into the global economy
through the introduction of SAP. In
Bangladesh and Sri Lanka, the gov-
ernments in power accepted SAP and

* We aékmwledge the contribution from .

Dr. Saman Kelegama, Dr. Sarathi
Acharya, Dipak Gyawali, Imaran Zepar
and Dr. Saieh Ahmed for this section.

its conditionalities without much re-
sistance.

Most South Asian countries arechar-
acterised by a large agricultural rural
sector consisting of small and micro
scale units of production. This sector
provides a livelihood for over two-thirds -
of the population of the region. But
with the introduction of SAP many
structural and institutional changes
took place. The primary ohbjective of
this paper is to focus on the effects of
SAPs on the small production seé¢torin
South Asia. :

The Sri Lanka Experience

The Sri Lankan economy during the
19708 was inward looking, and fol-
lowed an Import Substitution Tndus-
trialisation (ISI)strategy. Towards the
latter part ofthe seventies thoeconomy
remained stagnantand growthin most
sectors (except manufacturing and
gervices)showed a negative trend. The
economy was characterised by severe
foreizn exchange shortages and high
unemployment. ‘With the change of
government in 1977. Sri Lanka began
a* policy' of economic liberalization.
There were two different phasesin the
process of re-structuring the economy:

. the first occurred during 1977-88, and

the second commencedin 1989 and has

since continiued (Kelegama: 1994).

The first phase

“The policy reforms that were under-

~ taken during the first phase now seem

fairly conventional. viz: (i) Substantial
devaluation (by 46 per cent), unifica-
tion of the exchange rates and the
replacement of guantitative restriec-
tions by import tariffs, lowering nomi-
nal rates of protection and partial lib-
eralisation of the exchange controls.
(ii) partial liberalisation of financial
market: intrest rates set closer tomar-
ket levels and an amendment made to
the Finance Act to enable foreign banks
to operate in Sr1 Lanka; (i11) the re-
moval of any price controls allowing
prices to move into line with market

~ forces; food subsidies removed and re-

placedwith afood stampscheme which
was expected to play the role of a safty
net for/' the poorest section of the soci-
ety; (iv) a powerful incentive package
was offered to foreign direct invest-
ment; and the setting up of a Free
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less competitive and on the other,

making imports cheaper than the

equivalentlocal products, and keepmg :

the local small produoer out. of the
market.

' Dunng the first phase of hberahsa-.
tion the expectation was that there

will be a shift in resource allocation
from agriculture to the manufacturing

: industry. Contrary to this expectation,

however, the shift was towards the

Tecession during tﬁe'eariy 19805, by

the war in the North and East and the

unrest in the South. Consequently. Sri
Lanka had to make regular revisions
ofthe adjustment measuresin keeping

with the changmg economic eaviron-
ment

Aga,anst this background, and in the

abserce of policy measures or strate-
gies to protect local industries or to
eonvert inefficient import substitution

gervice sector, The result was that the

manufacturing sector failed to become

the leading component of the economy
during the expected time frame, Over-
all, the major failure of the first phase
of 11berallsat1on wag in its mablhty to

make the transition from service- -0Ti-

ented activities to industrial activity.

The macroeconomic instability dur-
ing this period was aggravated consid-
erably by external shocks faced as a
result of the vil price hikes, the world

industries into export oriented ones,
most medium and small industries
were exposed to the pressure of mar-
ket forces and ran at a loss or were
cloged down altogetner

- Liberalisation proved to be a failure

at invigorating small and medium in- *

dustries. The fundamental rationale
for liberalisation ig that inefficient in-
dustries should give way to efficient

ones through the interplay of market -
forces. Those small and medium in-

Table 8

dustnes that survived with high pro-

tection, but did not enjoy a compara-

“tive advantage and were unable to

withstand competition had to readjust
or close down. One could argue that if
‘small firms were not efficient enough
to withstand the pressure of market
forces, they would have to-re-deploy
their labour and capital elsewhere in
more proﬁtable hnes of actlmty

The dlﬂ’icult:es faced by small in-
‘dustries stemmed mainly because of
their gize. Being small, they were si-
ther unable to take advantage of liber-
alisation or were actually harmed byit
as the bigger industries had a com-
‘petitive edge over them by virtue of
‘their sheer size. Moreover, the small
industries could participate in export
promotion only as sub-contractors to
large firms. In the absence of institu-
tional privileges for domestic sub-cont-
‘ractors this partlclpatmp was also not
prar'tlcable

The second phase

The World Bank attributed the prob-
lems of the first phase to inadequate
liberaligation, which included ineffi-
cleney of public corperations, the con-
tinued government involvement in di-
rect production sectors and exchange
rate appreciation. The second phase of
SAPs was thus introduced in 1989/90
period. This phase emphasized on twe

87077 1978 1979 &

T Key Macroeé;nomi_c Indicators, 1978-93 _(Sri Lanka)

1981 © 1982 1983 - 1984 1985 . 1986 - I9KT .

1988, 980 .. 2090 JOGL . - 1992 1893

Nofes; Inflation (p) was ehlama;ad DSlllg the Colarbo Consumer price Tndex and the Real Interest Rate was estimated as L+ rJF{I + p)‘ 1} *100.
* Currrent aceonmt includes trade in services: ** - Public investment is not available for the posi-1982 years.
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the macroeconomic enviroment in re-
gard to the production structurein the
country was tilted more in favour of
the non-tradeable sector. The second
phase sought to rectify this but it did
not prove effective because of ad hoc
policy making. Promotion of small in-
dustries in a liberalised environment
requires not only a supportive macroe-
conomic environmentbut alsoa proper
institutional framework. However, the
State made very little effort to invigor-
ate dormant institutions or to estab-
lish new ingtitutions to promote small
industries to enable them to survive
and compete in the liberalised economy
of Sri Lanka.

Bangladesh

In Bangladesh the earlier part of

the '80s was marked by a situation of

deepening economic crisis character-
ised by chronic stagnation, deficits on
external and domestic account and
even negative growth. SAP in Bangla-
desh is viewed as a result of the failure
of development policies pursuedin ear-
lier decades. :

Since its birth in 1971, Bangladesh
‘suffered several economic convulsions

such ag the war of dependence which
led to a massive destruction of the
infrastructure, the disappearance of
the entrepreneur class, congistent po-
litical instability, the results of the
Gulf war and several shocks arising
from man made and natural disasters.
With savings generated around 6-7%
of GDP against an investment require-
ment of 14-16% for a modest growth of
6-6% GDP Bangladesh was dependent
on foreign aid from the early years.
Given the extreme poverty level of its
people, the low generation of surplus
forinvestiment, a poor naturalresource
bage, extrenie population pressure and
a legacy of sharp twists and turns in
thedirection of economic policies, Bang-
ladesh had little choice but torelyon a
well thought out and well designed
macro economic adjustment scheme;
the structural adjustment programme.
This was done with the hope that, on
the one hand, it would allow external

- equilibrium to be maintained while on

the other, it would permit both high
ecomonic growth rates and lead to pov-
erty alleviation.

~ The package implemented included

reformsinbudgetarymanagementand
public sector finance, financial sector

reforms, private sector development,
and trade and exchange rate policies.
An overview of the impact of the SAP
on the economy shows that there are
some favourable macro economic indi-
cators on the credit sides. Theinflation
rate remained at alow level (1.3%) and
the foreign exchange reserve at a high
level US$ 2.25 billion. However, the
economy faced stagnation, and the in-
vegtment levels weretoo low to achieve
a 5-6% percent growth rate. The coun-
try's major industries, namely the jute
and textile sectors, have shown a de-
cline in production, and the profitabil-
ity in the private sector development
in other sectors has continued to lag
behind (Ahmed 1994). see Case Stud-
ieg 120-1. The reforms faced difficulty
in the privatisation programme. Fur-
ther, apartfromafewimpressive macro
econonyic indicators, micro economic

- developments were very sector spe-
~ cific. Rapid growth had been observed

in certain sectors, eg. transport and

communication,in theexport garments;
shrimp, and in leather industry. But-
even within these sectors the changes
in the econemic conditions of the dif-
ferent economic and social groups were
not precisely known.

India

~ India, which is a relatively new-
comer to the SAPs remained until re-
cently, a Third World model of inward
leoking development policy. It sought

- to achieve a self-reliant economy by

developing a strong industrial hase.
However in the mid eighties, the ex-
ports did not keep pace with the im-
ports and this shortcoming coupled
with extensive fiscal indiscipline, pre-
cipitated an economic erisis. Attempts
to liberalise the economy since the mid
- eighties depended on external bor-
rowing and state subsidies and not on
building local capahilities. The trade
balances and credit worthiness (with
the International Financial Institu-
tions)deteriorated dramatically by the
earlynineties, and with only twoweeks
of foreign exchange left (for funding
imports) large borrowing from the IMF
had to be resorted to. The borrowing
was conditional on the implementa-
tion of adjustment measures, A struc-
tural adjustment process was set in
motion soon after with a view to cor-
recting the fiscal imbalance and budg-
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* Modernsmall scaleindustries which
number about to one million and em-
ploy about 3.7 million workers (Sarathi,

1994) are faced with a similar fate. The

new economic policy has indentified a

special place for the small-scale sector,
forimparting 'more vitality and growth
impetus', However, a detailed scrutiny
of the policy reveals that most recom-
mendations relate to definitional and
legal aspects and that there ig little
than can be termed 'promotional’. Res-
ervationg are gone with the licenses,
which expose small units to competi-
tion: credit is not so eagily available;
and transfer of foreign technology is
not easy in small units as compared to
large ones (Sandeshara, 1991).

Nepal

In Nepal loans began to occupy a
larger share of development efforts
since 1970's when the country launched
major infrastructural projects. Public
debt as a share of the GDF was only
4.57%1n 1974/75 (with internal debt of
the government being 2.48% and ex-
ternal debt being 2.09%). Tt had risen
to 40.51% in 1984/85 (Table 7). To
finance development. Primarily to pay
for local costs of development, the gov-
ernment began to borrow internally
and to draw on reserves in the first half
ofthe '80s. Credit to private and public
sector corporations to offset continu-

- ing losses began to expand very rap-
idly to the tune of 25% per annum.
Reserves fell to about three months of
imports by 1984/85. In the face of such
a deteriorating situation, the govern-
ment of Nepal adopted a stabilisation
program in December 1985 and en-
tered into a 14 month standby agree-
mentwith the IMF. Thiswas beginning
of the SAP in Nepal. In 1989, at the
height of the Nepal-India trade and

- transitdilemma,? asecond installment
of structural adjustment crest was

made. ;

Nepal's need for adjustment was
not precipitated by a change in the
country's external economic environ-
ment. By and large, Iand-locked Nepal
which wag a verylate comer tointerna-
tional trade influences, continues to be
relatively insulated against external
shocks. Even the oil price increases of
the '70s did not by themselves affect
the country's external halance very

Table 7

119747175 - 1984185 1988189

4.775% 40.5 1% 39.8%

1982190

Public Debt as a Share of GDP

1990/91 1991792 1992/93

447%  48.8% 60.8%  63.8%

Souree 1 IMF 1993 August, Nepal-Background Paper: SM/93/193 TMF and IDS 1987 Financing Public Sactor

... Expenditure in Nepal

much. Therefore whatever ills that .

pricked the Nepal economy were more
as the result of years of mismanage-
ment, malpractice and malfunctioning

of the country's planning and manage-
ment system:

To set Nepal's economy on a more
sustainable path, the adjustment pack-
age proposed macroeconomic manage-
ment, devaluation with flexible ex-
change rates, tighter fiseal policies,
controlled credit expansion, adjust-
mentin administered prices. restraints
on external borrowing and import lib-
eralisation.

The domestic resource mobilisation
was to occur through increased taxes
and acutin thewagebill. Tostrengthen
the balance of payments, theincreased
production of carpets and garments for
export, was suggested.

The private sector was offered in-
centive measures forinvestment. Pub-
lic enterprises were to be reduced
through closure or divestiture. Specifi-
cally targeted were two of them in the
agriculture sector - the Agriculture In-
puts Corporation and Nepal Food Cor-
poration. In food grain, incentives to
producers were fo be increased with
the phasing out of subsidized foodgrain
sales and levy procurement and the
introduction of a market oriented con-
sumer price stabilisation system.

In trade and industry, realistic ex-
change rates were to be introduced,
inputs made available without price
distortions, excess regulatory control
reduced, and the efficiency of pubhc
institutions, enhanced.

These siringent austerity meas-

ures were expected to have minimal
social impact since 60% of Nepal's
population live below the poverty line
engaged primarily in subsistence agri-

culture, and are not closely linked with
developments in the monetized sector
of the economy

The eﬁ'ect of the SAP pohcy meas-
ures on small scale production in Ne-
pal is similar to that of India and Sri
Lanka. The Nepal government coming
under presgure from the donors to in-
grease government revenue increased
taxes in various forms; i.e. excizse duty,
sales tax ete. Local cottage industries
had to ¢lose down under these condi-
tions, unable to survive the competi-
tion with the multinationals (refer
cages 3 & 4). There has been a dispro-
portionate increase in the cost of raw
material in comparison to labour
(Gyawali: 1994), In the example of tur-
bine manufacture there has been a
cost increase of 40% in terms of mate-
rials but only 15% for labour during
the period 1289 to 1992 (refer case 5).

. I the last ten years, the cost of steel

has gone up from Rs 12 per kg to Rs 30
per kg while the cost oflabeurhas gone

upfrom Rs. 30 to Rs. 60 perday. These
figures are significant in that they
demonstrate how the relative value-
added of Nepal labour has declined
while the value of imported items has
increased following the introduction of
SAP measures.

 The examples of SAP measgures in

Nepal (Gyawali: 1994) also indicate an
attempt to strengthen the revenue and
earnings of the center as against the
periphery. Tariffincreases and removal
of subsidies resulted in the accrual of
increased value to the trader and not o
gkills and industry. Many of the costs
getexternalised tothe village poorand
the environment.

Pakisi_;an :

SAP in Pakistan c.a.me into eﬁ'ect.in
1980 when the IMF offered a SAL on

conditionalities similar to the numer-
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countries havetocompete withlarge
scale, established and, subsidised
producers in the developed coun-
tries.

% Secondly, the partnership in trade
between the developed and develop-
ing countries is unequal, Therg is

unequal access to markets (barri-
ers, quota systems), to information
on capital and commodity markets,

~and to technology. Adverse terms of
trade for the developing economies
are also manifested in the setting of
standards for goods and in setting
prices. Unequal partnership limits
the comparative advantage and re-
su.lts in unequal beneﬁts.

-* Th1rd1y, globallsatlon results in de-
‘veloping countries becoming in
creasingly dependent on the growth
of the markets in the developed
world.

Protectionism in the developed
couniries

Protection is the opposite of liber-
alisation. In most industrial countries
agrlcultural protection has increased
in the 1970s and 80s. The transfer to
agriculture from consumers and tax
payers rose from $61 billion to $270
billion in 1980 (Raghavan, 1994), Sub-
sidies to agriculture increased by 80%
inthe USA, 60%in Canada, and 21%in
Japan batween 1980 and 1985 (World
Development Report: 1991). Protection
has increased to safeguard the inter-
ests of the producers in the face of
greater competition in the world mar-
lrets.

One of the mogt direct outcomes of
the protectionist policies in the decline
in the growth of markets globally. This
ig disadvantageous to producers from
the developing countries who enter the
global markets. The estimated cost (in
1990 US $) to developing economies in
terms of foregone exports was $55 bil-
lion in 1980, which is equivalent to the
value of total official development as-
sigtance in that year (Laird and Yeates
in World Development Report, 1991).

While production in the developed
countriegisincreasingly protected, the
producers in the developing countries
are faced with the removal of subsidies
and other protection measures under
the SAP policies.

Unequal partnership in Trade
Measures ‘which result in unequal

trade partnership include export tar-
iffs, quotas, voluntary export. re-

straints, countervailing and anti-
dumping measures, price restraints,
health and safety regulations. Accord-
ing to the World Development Repart
(World Bank: 1991) although average
tariffs in the industrial countries have
been brought down to less than 6%, the
use of these other protective measures
have risen alarmingly since the 1960s.
Between 1966 and 1986 the share of
importsaffected by all non-tariffmeas-
ures increased by more than 20% in
the USA, 40% in Japan and 160% in
the European Community,

Tt is learnt that there iz a recent
move to enforce sanctions on exports
from the developing countries on the
basis of the bad working conditions
and low wages paid (The Economist:
1994). This move is interpreted as the

_newest technique of indirect protee- -
tmmsm adopted by the developed
world. *

Dependencf on markets

Recent tendencies in world trade
show the risk of increasing depend-
ency. The trend in international trade
ig depressing, the commodity markets
.are collapsing. The recent adverse de-
velopments in the world economy such
‘asthe continuwing world recession since
1981-82 have regulted in reductions in
the volume of world trade and declines
in export earnings (See Table 3), Fur-
ther, rising inflation has resulted in a
drop in thedemand for goods.- Apart
from this, there are disagreements ofa
varying nature between the large mar-
ket economies which make the warld
trade situation unstable; (for example
the recent trade dispute between Ja-
pan and the USA) thus increasing the
risk for the developing countries.

. The. contradictions in the globa-
lisation process are obvious; while the
producers in the developed world are
increasingly protected, the developing
economies are subjected to a reduction
in the protection measures, and to a
diminutien in market opportunities.
The small producers from the develop-
ing countries are expected to compete
in a highly competitive and increas-
ingly unstable world economic envi- -
ronment.

The severity of these contradictions:
become more evident when we face the.
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fact that a majority (over 60%) of the
producers in developing countries are
rural, and operate on a small scale.
Their contribution to the national
economies is substantial and vital.

Their production individually, isnegli-

gible, but taken as a whole represent a
significant share of the GNP of a coun-
try (Boussard, FAO: 1992). Small pro-
ducers in the developing world are not
only the major producers of domestic
food requirements, but even account
for alarge proportion of production for
export

Who is a small producer?

To arrive at a precise definition of a
small producer is difficult, given the
complex and varied nature of their
assets and operation, and socio-eco-
nomicstatus. Criteria for defining small
producers vary, The scale of invest-
ment, and the type of technology and
energy needs are some of the criteria
uged in arriving at a definition.
Bougsard (1992) indentifies some com-

mon features of smaH producers as

follows:

* virtually no capital and the basic
system of production is mainly a
combination of land and labour
(traditional agriculture)

#* low preductivity of labour:

# high productivity of capital.

In Sri Lanka for instance there are.
number of definitions of small produc-
ers in the industria_l sector. :

1. The Ministry of Finance and Plan-
ning defines small industry for tax
exemption purpoges, as afirm where
investmentin assets (includingland
and buildings) does not exceed Rs. 1
million,

2. The Industrial Development Board
(IDB} defines small industry asa
firm where investment in machin-
ery and equipment does not exceed
Rs. 1 million.

3. The National acccun'ting statistics .

compiled by both the Central Bank
of 8ri Lanka and the Department of
Census and Statistics clagify as

small industries the whole of urhan i ;

informal sector and rural cottage
industries.

4, The 1982 Census of Industries con- .

ducted by the Department of Cen-

sus and Statistics uses employment
rather than investment criterion:
small scale enberpnses are defined

as those units which employ less

- than five persons.

5. For the purpose of credit allocation
under the Small and Medium In-
dustries (SMI) eredit program, the
National Development Bank (and
the financial network through which
it operates) subsumes small indus-
try under the mixed category of small

and medium industries and uses its.

~own cut-off point, which has itself
varied over time.

6. The Export Development Board de-.
- fines small industries which have’

capitalinvestment (excludinglands
and buildings) up to 4 million and
employ at least 10 persons.

The lack of a clear and agreed defi-
nition illustrates the ambivalent atti-
tude towards this sector by national

. institutions: In addition to the ahove

range of categories, there are micro
scale producers operating largely in
the informal sector who fall outside
any formal definition, but who are the
largest sub group in the category of

‘small producers.

Relationship with the market

The pivot of the new economic order
of globalisation (envisaged by stabi-
lization and structural adjustment re-

forms) is the "market". Small scale

producers interaect with the market at
a different and at a lower level in com-
parison to the large scale producers. In
the process of achieving globalisation,
the entire production structure under-
goes changes. Producers are compelled
to adjust to new productlcn and mar-
ket relatlonshlps

* Themarket mechanism howeverap-
pears unable to reach producers at all
levels (refer box an “what is free mar-
ket"). In arder to facilitate the process

- of market integration at a local level,

there are the infrastructure develop-
menta, incentives for the local and for-
eign investments, and new develap-
ments in the information and commu-
nication systems. The benefits of these
incentives largely acerue to the large
producers. A majority of small produc-
ers who are at the end of the link
cannot accesstheseincentives. Because

they are unable to compete in the mar-
ket with the larger producers, small

- producers and their incomes are ad-

versely affected. For the small-scale
producersrelatively less endowed with
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Figure 1. Awerage Annusl Growth Bates in Daveoloping Counfrins: 13E85-1840
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- Integration into the export market
was shown as the only course for earn-
ing increased incomes and getting bet-
ter living conditions for the largest and
relatively poorer segments of the popu-
lation, especially those who make a
hv:mg from agnculture :

" Small scale producers find entry
into the markets very difficult (Vyas
1993), specially those who are less en-
dowed with assets and skills (refer
cases 9,11). And even when they suc-
ceed in entering they are not able to
obtain fair returns. In Sri Lanka small
: scale producers who are linked to the
export market competition are disad-
vantaged due to the following factors:

% Relatively large scale and estab-
~ lished organizations dominate the
export markets (refer cases 11,13),

#* Small producers lack theentrepre-
- neurial'skills and training, and the
_ability fo take risks with new pro-

_duction avenues and markets (Case -

S lehs
; -* Small producers have unequal and

“difficult access toinformation, capi-

tal, and technologies and to the fast
modermsmg sewxce sector (refer
case 14).

* Small producers lack access to ex-
port promotion to exploit whatever
possibilities that exist for export to
the global market, (Madeley: 1992),

*- SAP trade policies have brought

down the level of support to the
small producers resulting in an in-

crease in the cost of production

through price rises in fertiliszer,
diegel oil, agro chemicals, water
ete. (refer case 12).
*— Export markefs are unstable and
‘the risk is larger for small produc-
- ers who are exploited by intermedi-
aries and established exporters,

In Sri Lanka small producers of
non-traditional items for the global
market face considerable risks due toa
number of interrelated factors. The
domestic market is very small due to
low per' capita income which is ap-
proximately US$ 500 (World Bank,
-1993) and the limited extent of the
urban markets. This increases the pro-
ducers' dependence on external mar-
ket. The small non-traditional export
base results in a high degree of de-

~ pendence on a limited number of ex-

port produéte and a eencentretien ona

selected numbe_r'of urban markets
(Dunham, 1993). Little priority given

to adding value to exported items also |

places producers ina dlea.dvantageous
position.

- Consequently the small producers
are highly dependent and in an

_ exteremely vulnerable position, where
- even a minor unfavourable develop-

ment in the market can have a large
im_pact on them. Such vulnerability
and dependence firmly underline the
precarious situation of the small pro-
ducer. ol

4. Conclusion

BAP is the common prescription of
the World Bank and IMF for the eco-
nomic problems of developing coun-
tries, The range of SAP's policy inter-

_ ventionscut ACross the entire economic

structure of a country, affecting all
social groupsin the gshort, medium and
long term. After a decade of the imple-
mentation of SAPs it is now clear that;

# Contrary totheoriginal expectation
that SAPs will be able to "correct"
economicimbalances withina 3 to 4
year period, the process has taken

‘much longer and the imbalances
are worsening.

% Even with the extended period the

~ expected "beneﬁts" i.. better Bal-

~ ance of Payments, trade deficit, an
economicenvimnmentconducive'for
economic growth, greater democra-
tisation of economic opportunities
and better living conditions for all
‘segments of populatmn, are not
.evrdent

R lnstead of creatmg a level playing

field. SA policies have created an
environment where therich and
powerful could grab all available
opportunities, and'make_use.of them
at the expense of the groups who are
marginalised, and unable to com-
peteduetotheirlack of accessibility
to resources :

* Alth0ugh there are macro economic
~indicators which show GDP growth
“and reduced inflation in some in-
stances, the gap between the rich-
and the poor has increased, more

. people are in a state of deprivetio'n'
~ and the livelihood of the margm-'
~ alised senoueiy affected.

# The maero economic indicators to

_ assess the impact of SAPg are not a

“time guide and do not reflect the

- extent of social and £CoNnomic deprl-
vatlen

All in all the 1mpact of SAPs has
been mixed in the countries in the
South Asian region as'well as in other
developing countries. The producer
groups who could access infrastruc-
ture and other production resources
gained the benefits of economic re-

~ forms and globalisation. But for the

majority of small scale producers SAPS

- has been disastrous.

This disastrous outcome challenges
the theories and assumptions of SAPs.
The mainintention of the SAPs was o
achieve growth through efficient pro-
duction. Yet, the consequence of SAPs
ig that small scale producers who con-
stitute the production base of develop-
ing countries economies have been
pushed out of productlon

: The intention of SAPs has alse been -
to employ the market mechanism to

" make inefficient activities more effi-

cient and economically viable. Consid-
ering that the economic activities of
the small scale producers are mean- -
ingful and continue to provide them
with a livelihood, a definition of effi-
ciency which exclude a very large
number of people from production is
questronable and suspect.

Small scale producers have been
neglected hitherto by earlier develop-
ment policies. When SAPs came into
effect small producershad little access
to capital, information, knowledge,
technology, and economic opportuni-
ties. The result of SAPs was continua-
tion of this trend, making a bad situa-
tion worse by foreing of their entry to
the global market and exposing them
to an unfair competition. It is ac-
knowledged that apart from the eondi-
tions imposed by the IMF, World Bank
the internal dynamics of a country:
political and social, are also responsi-
ble for this unsatisfactory outcome.
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Notes:

1. Some of the development approaches
are: growth. Growth accompanied with
equity, basic needs and alleviation of
poverty. :

2. A political and diplomatic problem

where [ndiansecurity sensitiveness were
raised by Napal importing Chinese arms
leading to India letting breach land-
locked Nepal's trade and transit ar-
rangements effectively creating an eco-
nomic barrier, :

3. When tariff levels are low on the
exports of developing countries, low lev-
els apply mostly to exports in raw
form, Manufactured products, partic-
ularly those with labour intensive pro-
duction processes (eg. processed fruits,
tea in packs) continue tq face signifi-
cantly high duties in markets of the

 developed countries,

4, For example in the GATT (Uruguay
round) talks, the average levels of
tariffs in industrialised countries on
manufactured goods were lowered to
5% in contrast to 35-456% which
prevailed in the early postwar years.
But the main focus of the tariff reduc-

tion procedure was on goods of particu-

lar interest to the industrialised
countriesrather than todeveloping coun-
tries (Corea G.; 1994),

5. According te Abeysekera et.al. (1993)
increased emphasis export oriented in-
dustry was initiated - during the
latter part pre 77 period.

6. Often bodies with links to multina-
tionals ‘dominate the export produc-
tion. In comparison to local producers
they have the advantages of technology,
capital, access to information and to
infrastructure, plus cheap labour and
raw material.

References:

Abeypskara C, et al, 1993, Structural Adjustment Policies
in 8ri Lanka: A Critical Evaluation. A study for the
NGO-WB Committee. Social Sciences Association of
Sri Lanka. :

Acharya, 5., 1994 Swructural Adjustment: The Indian
experience with special reference to small producers,
Country paper preparad for ITDG, Sei Lanka.

Ahmed 8. 1994, Structural Adjustment Programs in the
TNeveloping countries: The case of a small scale texiile
sub-sactor in Bangladesh, ITDG, Bangladesh.

Ahmed S et al., 1993, A Frarmework for Analysis of macro-
micro tranemission machanismein Bangladesh; Some
preliminary considerations, Asia-Pacific Journal of
Rural Development (July) CIRDAF, Dhaka,

Balassa, B. 1881. Structural Adjustment Policies in De-
veloping Economies. World Bank Staff Paper No. 464
{July). i

Boussard J.M. 1992, "The Impact of Structural Adjust-
ment on Smallholders”, FAD Economic and Social
Devieopment Paper. No. 103,

Casperz, P. 1992, Wanted: An Alternative Approach to
Development, The Island, (29, September).

Dunham. 1993, D., Crop Diversification and Export
Growth: Dynamics of Change in the Lankan peasant
sector. Development and Change Vol. 24,

Gvawli.D), 1994, Structural Adjustment Policies: Impaet
on-Small Scale producers in Nepal, Kathmandu.
ILO, 1987, Structural Adjustment: by Whom, For Whom,

Asian Bmployment Program, New Delhi.

India Today, (February, 28 ) 1994

IPS-Califormia, 1994, Who gets what from GATT? The
Island (5th Oectober).

Karunaratne. M. 1992, Sustainsble Development - 4
Developing Country Perspective, Economic Re-
view, (August).

Eeleg: 8, 1894 Macr:

mi¢-Overview of the country
over the last two decades in relation to production,
Paper prepared for ITD(G, Sri Lanka.

Kumar A, 1993. New Economic policies, an assessment,
Economic and Political Weekly, Veol. xxviii, No. 60,

Kiggandu M.N. 1993, Managing Organi in Developing
Countries; an Operational and Strategic Approach,
Kumaran Press, Connecticut.

Lakshaman W.D, 1993 Notes on the Open Economy: Sri
Lanka 1978-92 Pravada (Febroary) vol.2.

Laobe, J. 1994, SAPs And The Third World, IPS,

McAfea, K. 1991, Storm signala: Structural Adjustment
and Development Alternatives In The Caribbean,
Ozfam, London,

Mani. 5., 1991. External Liberali and Import dependence,
Economic and Political Weekly Vol. xxvi nos. 27 and
28,

Machlup. F 1967. Disputes, Paradoxes, and dilemmas
concerning Economic Development.

Osmani. 3.R. 1954. "Is there a conflict between Growth
and Welfarism ? the significancr of the Sri Lanka

Debate", Development and Change, (April) V1 25, N.2,
Crefam UK and Ireland Policy Department, 1994, Strue-
tural Adjustment and inequality in Latin America:
How IMF and World Bank policies have failed the
poor. :

Peng, M.K. 1984: North-Scuth divide will worsen with
Trade Accord, The Island, {18, September).

Public Interest Research Group. 1993, GATT: In whoae
interest? Christian Worker, (3/4 quarters), Reghavan,
C., 1994, "Structural Adjustmentincreases Poverty
and Paolitical Tnstability" the Tsland (16. March).

Raghavan C. 1994, New Soybean patent challenged, The
Island (4th Augist), :

Sandesara. J.C., 1991 New Small enterprize policy:/
implications and policy, Economic and Poliical Weeldy
(Octoher).

Bhiva ¥V, 1993. Indian farmers assert collective rights to
the Third World biclogieal diversity and knowledge,
Christian Worker, (3-4 quarter).

Spbhan R, 1893, Structural Adjustment: Bangladesh Ex-
perience with Market Reforms, Economie and Politi-
cal Weekly (May) vol. xcvinn No. 19, .

Sarris A H., 1990. Guidelines for Monitoring the impact of
atructural adjustment porgrams on the agricultural
aector, FAQ Policy paper No. 95,

Thirwas A.P. 1979, Growth and Development : With ape-
clal reference to Developing Couniries, Elbs,

The World Commission on Environment and Develop-
ment, 1333 Our Commaon Future, Cxford university
Presa.

TUMCTAD, 1994, The least Developed Countries; 1993/94
report, Newyork.

Uyangoda J. 1992, The Bank. The Fund and the Rest of
US. Pravada (January)} YOL.1 NO: 2.

Vyasulu. V., 1993, New economic policy and technological
change: Towards new hmitations, Economic and Po-
litical Weekly Vol. xxviii Nos. 29 and 30,

Vyas. V.8, 1993 New Economic Policy and vulnerable
sections-rationale for Public intervention. Economic
and Political Weekly {March) wol. xxviii No. 107,

WijerathnaV.K. 1993, Structural Adjustments: The Other
Side, The Island, (18, December).

World Bank. 1993, Trends in Developing economiss .

Washington [.C,

Waorld Bank, 1989, Adjustment Lending-An Evaluation of
Ten Yeara Experience. County Economics Depart-
ment, Washingtan D.C.

World Bank, 1991, World Development Report 1991, Ox-
ford University Preas.

Tafar, 1., 1994 . Structural Adjustment and Small Produc-
ers. Paper prepared for ITDG. Sri Lanka

con?. from page 19

would be ene which focusses exclu-
sively on their economies. It is clear
that they want not just to survive but
to live. Living involves developing a
sense of self-worth, creating, building
community, socialising, recreating,
deepening the understanding of one-
self and of others, developing local,
regional, and international structures
for communication and participation,
and much more (John French, in
McAfee,1991). Attainment of such
standards of living calls for a more
holisticapproach of development which
requires not only that each individual
should receive an income, but more
fundamentally, that the life and char-

acter of the individual should be en-
hanced by the process and that his/her
self-esteem should be developed; he or
she should acquire marketable skills:
‘his/her environment should be en-
hanced and his/her life chances should
be improved (McAfee, 1991).

The message from the Third World
is clear. SAP have neither been able to
Jbring about the sustained levels of
growth nor the development goals in
the long term. Although growth took
place in the short term, such grewth in
many cases occurred along with nega-
tive macro economic and social conse-
quences. Frequently, over emphasis of
the SAPs on growth oriented policy
reforms have resulted in the sacrifice
of long term development. This has

brought about various negative socio-
economic consequences at both macro
and micro level.

What the developing countries need

_right now are Structural Adjustment

programs which give equal emphasis
to achieving development as well as
growth and which consider these two
concepts as complimentary to each
other, Many have called it Structural
Adjustment with a Human Face. The
Development in this regard should be
more holistic rather than income
driven. The role of the state needs to he
invigorated and integrated into the'

~process of SAP. It is believed such .

measures will upgrade the quality of
life of the majority and lead to the
achievement of these twin goals.
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. However, it is now clear that even if the
Nepal-India impasse had not oceurred, this
indusiry would have been forced to close
anyway asindicated by the impact of subse-
guent liberalization policies on other even
larger soap indusiries in Nepal.

The impact of these measures were not
confined to industry alone. Villagers of the
subsistence economy were also adversely
affected through the loss of income aswell as
through the tax hikes which meant that the
higher costs were now passed on to them.

Nepdl '

Mr. Nand Kishore Rathi is the owner of
the Swadeshi Sabun Udyog - a medium
scale soap factory in Nepal which employs
over a hundred workers. He, as well as
other manufacturers belonging to the Nepal
Central Soap Industries Association are in-
creasingly worried about the Government's
new trade liberalization policies under the
structural adjustment program.... :

- In recent years, import tax on soap prod-
ucts brought from outside has been reduced
as much as by 12% by the Government.
Houwever, in a bid fo increase government
revenue, sales taxes on Nepal soap have been
mcreased

Import tax on raw materials }'eéuir'ed for

soap manufacture - along with other inputs

such as packaging (which need to be im-
ported) all have taxes levied on them sepa-
rately. and at various stages upon entering

Nepal. This has made it cheaper to import

soap than to produce it within the country.

On top of whwh, the recent entry of major
multinational companies (which already.
have established markets) such as UK's
Unilever - and its _subsidiary Hindustan

Lever into the country, would further

threaten the smaller industries. Though
Nepal Lever would directly employ 120

workers atfull production, Swedeshi Sabun

Udyog and other scap manufacturers are

already providing e'mpfoymgnt tathousands

of workers.

In addition, medium scale manufactur-
ers are gllowed a tax deductwn only if they
spend up 2% of their gross earnings on
advertisements, This make it difficult for
them to market their products successfully
whereas multinational companies are free
io operaie without these drawbacks.

* Export to other markets.is not viable for.

Mr, Rathi due to bureaucratic hurdles as
well as the government's tax policies. As a
result, most factories in this industry are

operating at below 50% of pmductwn plp
ity at present.: :

Nepal

The industrial town of Butwal in west-
ern Nepal is home to one of the country's

' major mechanical engineering workshops -
‘Butwal Engineering Works, established in

1977, Currently, it is o leading manufoc-
turer of cross-flow turbines.

Of late Butwal Engineering Works and
other indusiries in the field are coming to
terms with the full r.mphcatwns of Nepal's
struciural ad_mstment program adopted in
1985.

5 Tflese industries, which survived the In-
dian imposed 'trade and transit impasse'
and the subsequent political reforms of
1990 without going under, are now faced
with sharp increases in production costs.

The cost of steel has gone up from Rs. 12
per kg to Rs. 30 per kg during the last ten:
years while the cost of labour has gone up
from Rs. 30 to Rs. 60 per day.

All in all in 1985, the cost of labour was
more than half the total cost in the manufac-
ture of turbines. The materials cost less than
quarter of the total cost.

Smce then, the cost of r.mported materi-
als required for turbine mnufacture have
doubled while the cost of labour is seen fo
have decrease significantly - from 60% to
37% of the total cost,

On the whole howeuer it wou.-',d be the
maswe structural adjustment projeets
zmderaken by the government such as Arun
I, which would form the gravest threat fo
the small turbine industry. It is expected
that this type of expensive large scale hydro
power scheme would, by harming the ex-
tremely successful micro hydro power in-
dustry in Nepal, reduce the demand for
small turbines.

'Pak'zétan_ X

Wajid Ali Khan still drives the black and
yellow Datsun cabof the pre- 1992 erawhich

has fast become extinet with Pakistan's 'Yel-

low Cab Scheme', initiated under the coun-
try's structural adjustment policies. .

" Khan has been driving taxis for the past
12 years and had started in the business by
renting the taxi on a daily basis. Four years

ago, he had finally saved the Rs. 80,000 he
‘needed to buy ¢ reconditioned second hand
car,

The first few years were good, but as the.
yellow cabs started entering the streets people
switched over to them and it became more
and moredifficult for him to pick up passen-
gers even from. his usual ‘stops'. People Dpre-
ferred the clean new cars to his ddap;dated
o,

Finally, Khan has had.to leave his usual
territory and go to the poorer sections of the
city. The yellow cabs do not go there for fear
of accidents and congestion.

: Many _ (_Jther black cab drivers who are
facing the same plight have also had to move
tothese areas. Butthis hasin turn disploced
the tradiiional cutorickshaws which gener-
ally service the poor.

Now, even most of the old black cabs as
well as the autorickshaiws have been junked.
These old taxis however, were delivering the
same service at a much lower cost to both the
consumer and the nation. In comparison as
a direct result of the scheme, there has been
a taxi fare hike of between 150% to 500% in
Pakistan and that during a time when fuel
cost have not risen beyond 20%.

. Despitethis, and though he doesnot ﬁave :
to pay a rental or instalment, Wajid earns
lessthan three years ago. Because he did not
have enough money for a down payment on,
a new yellow cab, he continues to eke out a
living from his old black cab.

Pakistan

Techno Fabrik (Put) Ltd., situated in
Sindh is the sole vendor of front panels and
roofs for Pakistan's Suzuki plant part of the
country's fledgling automobile industry.

Currently, there are fifty people em-
ployed at Techno's presses which produce
the vehicle partsfrom self-developed moulds.
They then assemble various components io
complete the part. These componenis which
cannot be prepared on the pressés are sup-
plied by other smaller manufacturers.

Tﬁe hea.uy mﬁﬁ% .qn.cdr imports inake
the locally assembled cars less expensive
than the imported and this has been a boon

for the consumters.

‘However, of late the demand orders for
Suzuki has siowed down. Whereas Techno
was producing for 3000 cars previously,
there are demand orders for less than 2000
now. This has been after the implementa-
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nuts locally if they fail to esmbl‘s‘sf:x direct
links withexporters, since the local Mudolali
will not buy dried cashew.

As such, Maria does not have any contact
with institutions like the Cashew Corpora-
tion or Export Development Board. She has

some access to credit facilities only because

she belongs to the village society and since
risks are low in cashew processing, credit
institutions have been willing to increase
the availability of funds to the society for
lending.

Currently, an import | export company is

negotiating to subcontract people for cashew
processing during the off season with nuts
imported from Nigeria, due to the general
dearth of raw nuts to meet both the local and
international markets,

Maria has not agreed to this as she feels
that the conditions of processing stipulated
by the company can only be achieved with
the greatest difficulty and as the prices paid
are low. However, she might be agreeable if
the contracts were negotiated through the
village society.

As in many other production [ process-
ing spheres under economic liberalization,
private sector initiatives for contracting
might take place in the cashew processing
industry as well, although it is again obvi-
ous that the rules will be laid down by the
export companies.

i
Sri Lanka

Gherkin was introduced to Sri Lanka
during the last decade under the expori
diversification drive of the siructural ad-
Justment policies. Attracted by the quick
retuns of the crop, Anthony Fernando, a
farmer from Daluwa (off Kalpitiya), who
had been growing cash crops all his life
staried to grow gherkins with the help of his
wife and two school-going sons.

Since the collection center of the com-

parny twhich promoted the crop was within -

close proximity, Anothny received all the
necessary inputs, advice and payment in
time and, his first crop was very good
enrniing him a total income of Rs. 50,000.-

However, in subsequent cultivations, his
erop failed many times mainly due to dis-
ease. Even on the few occasions that he did
notlose hiscrop, his profit margin decreased
and at present he is heavily indebted to the
company and to the local REDB as well.

There were also other reasons why
Anthony could not culiivate gherkins profit-

ably. The company sold seed only in large
quantities and large scale cultivation in
excess of 1/4-1/2 acres was imposible fora
single farmer to manage. Additional out-
side labour had to be employed by Anthony
not only in the land preparation, sowing
and watering but also during the harvest-
ing. The total cost of additional labour
amounted to approximately Rs. 14,000

. which included the wages of three workers

at Bs. 2,500/ - per worker for a period of one

" . month and women employed during har-

vesting at o day rate of Rs. 70 for three
months. since payments were not made
promptly by the company, Anthony had dif-
ficulty retaining these workers.

It is vital gherkins are harvested at the
correct time as the vegetable tends to grow
quickly. A few hours delay could result in
the produce being graded low, and the farm-

ers' income reduced. Apart from this, the .

grading of the gherkins is done by the com-
pany as the sole buyer of the produce.

Because farmer in Sri Lanka are not
experienced in gherkin cultivation they did
not know initially, forexample, thot it should
not be cultivated during the rainy season.

Apart from the hard work of Anthony
and his family, other necessary conditions
for a successful harvest are the availability
of technical advice, agro - chemicals, and
timely payments.

Anthony doesnot realize that many of his
problems are due to the limittions in his
contract with the export company - as it does
not address the risks of the producer. Nor
does it consider the capacily of the small
farmer to manage labour intensive cultiva-
tion such as gherkin or the specific problems
of the rural small farmer. Since the partner-
ship with the company is unequal the pro-
ducer cannot make demands such as prompi
payments.

Anthony feels that gherkin cultivation is
the only way out for him, as he does not see
other viable options. In fact, he says he
would prefer to cultivate big onions, but
simply does not have the capital required
for seed and fertilizer. Like any gambler, he

believes that one day his luck will change.

Sri Lanka

W. Wilson was a poor farmer working in
1 1/4 acre encronched land in Mompuri,
Daluwa for tobacco and other vegetables
with his family. He prefers onion and chili
cultivation, but they need higher capital for
buying seed and fertilizer. Asa small farmer,
he has applied for credit from banks without

SECCess.

On hearing from other farmers about the
quick returns of gherkin cultivation along
with the imputs avaliable on credit, he too
turned to gherkin.

Wilson's cultivation was based on trial
and error - from his experience with cucum-
ber and the heresay of other farmers. He did
not receive any training or information on
techonlogy when he bought seed from the
export company promoting the vegetable in
his area. ;

In Mampuri daily watering of gherkin
was essential as the soil there was very
sandy and water refention was minimal.
Input in the form a water pump-an
unajfordable item for the poor farmer, was
necessary to prepare and maintain the soil.
Having had no access to company extension
services, herarely received paymenits orother
imputs on time, despite the need for ready
cash daily to pay labourers and for fuel for
his water pump. He had crop failure many
times and he was unable to ontain the ex-
pected yields.

When new brands of seed issued by the
company failed to bear fruit Wilson and
other small producers were not assured of .
full compensation. In this case the farmer
also bears the cost of the R & D at totai risk.
Gherkin had not proved fo be an option for
the small farmers like Wilson. This is a
typical case where the farmer bears the total
risk and loss due to lack of information,
timely inputs and payment.

There is no written contract with the
company and the farmers have to comply
with the conditions designed by the com-
pany. This, coupled with the abject poverty
levels in the village, leave no room for farm-
ers to be in a position to bargain or to point
out when the responsibilities of the com-
pany lagent were not carried out.

Duetolack of options in the villoge, those
farmers who eventually did give up gherkin
cultivation were compelled to work as hired
labourers for local Mudalalis who culti-
vated Gherkin on a large scale. Though they
are at present overworked and underpaid,
there is heavy competition for these jobs,
Such competition has made it impossible for
farmers to organize themselves into unions
to make demands.

Structural adjustment programs have
linked small farmer like Wilson to theglobal
market through the exporting companies.
Nonetheless, he is not better off than those
who are linked to the Mudalaiis, and re-
mains dependeat and very poor.

In fact Structural Adjustment has made
them more dependent than ever because the
new policies have removed whatever enti-
tlements they may have enjoyed before. Re-
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Structural Adjustment and Employment
| Creation in Sri Lanka

by

Dr.Saman Kelegama and Nirgunan Tiruchelvam

1. Introduction

tructural adjustmentstarted
in Sri Lanka with the liber-
alization processinitiated in
1977. The liberalization
policies were a means to-
wards achieving structural adjustment
in the economy. Thus the impact of
structural adjustment on employment
could be examined by analysing the
impact of liberalization policies on
employment. The liberalization poli-
cies that started in 1977 were carried

out further in the ensuing years. The -

1977-88 period could be considered as
the first wave of liberalization and the
period from 1989-1994 could be consid-
ered the second wave of liberalization.
The government of Sri Lanka played
a crucial role during the first phase of
liberalization by embarking on a mas-
sive public investment programme.
Thus when examining the role of liber-
alization in employment creation it is
essential to separate the employment
created by the State,

In this paper we have divided the
period from 1977-94 into two phases,
i.e., 1977-85 and 1986-94. The reason
for this divison is the fact that 1985
was a year when unemployment
reached a peak during the 1977-94
period. Thus the initial period is first
considered in order to analyze the em-
ployment trends and thereby explain
the rising unemployment trend. The
post-1985 period is then considered,
and an attempt is made to explain the
currently prevailing unemployment
level of about 13 ‘per cent. Finally,
some concluding remarks are made.

Institute of Policy Studies, Colombo

2. 1977-1985 Period

Subsequent to implementing the
economic liberalization programme in
1977, employment generation in-
creased in the immediate aftermath.
Consequently, the level of unemploy-
ment, which was 20 per cent in 1977,
came down significantly to 11 per cent
by 1981/82.! However, the initial spurt
of employment-creation was not sus-
tainable and by 1985 the level of unem-
ployment reached nearly 21 per cent.?
In the following discussion the role of
liberalization policies in shaping the
employment structure is examined.

Accurate data on overall employ-
ment and unemployment on an yearly
basis are hard to obtain in Sri Lanka,
According to an authoritative survey,
175,000-200,000 employment oppor-
tunities were created annually during
the 1978-82 period, and overall un-
employment fell to a level of 850,000-
900,000 by 1982 (Korale, 1988, p.19).
Although it is difficult to compare
statistics from different institutions,
statistics comparable to those of Korale
(1988) are available from reliable sur-
veys conducted during the post-1980
period by the Centre for Demographic
and Socio-Economie Studies.? They
have been summarized in table 1. It
shows the average employment-crea-
tion per annum during the 1982 - 85
perod to be roughly 54,000 compard to
the normal Sri Lankan average an-
nual addition to the labour force of
120,000 (the value varies hetween

-120,000 to 140,000). Whatis clear from

the abovementioned statistics is that

annual employment creation has de-
clined very sharply during the 1982-85
period compared with the 1972-82 pe-
riod.

In the immediate aftermath of the
new economic measures in 1977, the
strategy which produced an almost im-
medjate impact on the employment
situation was the decision to permit
people to go overseas for employment.
The sharp devaluation of the rupee in
(and after) 1977 contributed to in-
creasging the rupee earnings of those
who had found employment abroad,
and devaluations became an incentive
to other employed and unemployed
persons to explore the possibilities of
finding jobs abroad. Thus job opportu-
nities overseas became the most lucra-
tive avenue to new employment after
1877. Available estimatesindicate that
about 350,000 to 400,000 people found
employment in the Middle-Eastern
countries during the 1977-84 period.!
Butnot all of them were in employment
inthe Middle East at the same time.® It
must be noted, however, that the sec-
ond oil-price hike in 1979 increased
the demand for labour in the Middle- .
Eastern countries. Thus liberalization
policies per se were not responsible for
the massive exodus of workers to these
countries. A survey carried out by the
Ministry of Plan Implementation
showed that about 250,000 families, or
one-tenth of the country's population,
had at least one member of the family
working abroad. Many who went to the
Middle East, except housemaids, had
Jjobs in Sri Lanka, and their departure
created job opportunities for the un-
employed. Roughly, it could be gaid
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the major tree-crops subsectorhad been .

declining from 1950 onwards

(Gooneratne and Wesumperuma,

1984:5-6). The paddy subsector which
grew rapidly after 1977 also ceased to
be a source of employment in the mid-
1980s (Korale, 1986: 111-112). Al-
though accurate figures in respect of
employment in the agricultural sector
dre not available, it would appear that
- employment levels rose and fell with
levels of production,® a rise in employ-
ment in this sector must, however, be
considered ingignificant in compari-
son with the huge expansion of the
service sector, and the substantial em-
ployment creation generated by the
Mahaweli project-centred Public In-
vestment Programme.

Tahle 3 shows that the manufactur-
ing sector accounted for nearly 12.5
per cent of total employment during
the first halfof the 1980s. According to
Korale (1986), the manufacturing sec-
tor is "the key determinant of employ-
ment in the medium and long-run in
Sri Lanka" (p.112). One of the main
aims of economic liberalization was o
generate more employment in the
manufacturing sector. However, asthe
1985 unemployment figure (21 percent)
suggests, employment creation by the
manufacturing sector was unsatisfac-
tory during the 1977-85 period (also
see Kelegama and Wignaraja, 1992).
According to the estimates of the IDB

- (1980) survey, employment in new in-
dustries (which were established after
1977y increased by 7 per cent. Even if
allowance is made for the fact that
export industries take time to respond
to policy reforms, the fact that unem-
ployment increased to pre-1977 levels
by 1985 clearly shows that labour ab-
gorption in the new export-oriented
industries was low in relation to an-
nual additions to the labour force.

Why did not the new policies gener-
ate much employment in the indus-
trial sector? This was primarily due to
the adverse effects of import liberali-
zation on domestic industries. It has
been estimated that the total loss of
employment in the handloom sector
alone during the 1977-80 period was
40,000 (Waidyanatha, 1980: 32). This
figureincreased to a little over 120,000
by 1986.° The total employment losses
in rural and other small industries in

theunorganized sector during the same

~ period were at least 30,000."° Thus the

overall loss of employment in the
abovementioned subsectors of the in-
dustrial sector during 1977-80
amounted to at least 70,000, but this
loss in employment was not matched
by an increase in employment in the
organized industrial sector which, by
1980, amounted to 35,987 (see Table
4),

The industrial employment figures
in Table 4 ¢learly show a highly un-
equal. pattern of increase in employ-
ment in the organized sector. Out of

. the total increase in employment be-

tween 1977 and 1980, 71 per cent came
from two sectors: textile and wearing
apparel (44 per cent) and the non-
metallic mineral sector (27 per cent).
Even in 1985, for instance, nearly 54
per cent of the total employment in-
crease came from these two sectors,
with the former contributing 44.5 per
cent, and the latter contributing 8.5
per cent. The increase in employment
in the textile and wearing apparel sec-
tor reflects the expansion of garment
industries under FDI, while the in-
erease in employment in the non-me-

tallic mineral sector reflects the ex- .

pansion of construction industries. In
both cases, growth occurred chiefly
owing to non-liberalization factors,!
The contribution of new industries with
foreign capital participation (set up
after 1977) to overall increase in in-
dustrialemployment wag 53.5 percent
in 1980 and 65.2 per cent in 1985.

- Although these percentage figures ap-

pear impressive, it must be noted that,
in relation to the growing unemploy-
ment problem, labour absorption in
GCEC and FIAC industries was negli-
gible. Of the total addition to the la-
bour force of about 120,000 per year,
the GCEC has provided, on the aver-
age, employment to about 4,000 per
annum or less than 4 per cent of the
additions to the labour force, while the
FIAC has provided, on average 3,000
perannum orless than 3 percent of the
labour force. Thus, overall 1977-85 FDI
related employment amounted to less
than 7 per cent of the addition to the
labour force. :

As regards re-employment of the
large proportion of displaced labour
from the pre-1977 protected industrial

gector, were they all absorbed by the
-expanding activities of the economy?
There is no doubt that such re-employ-
ment took place to a certain degree, as
is seen from the improvement in the
overall unemployment situation by
1981/82. However, the massive job

losses were not immediately compen-

sated by the new job opportunities,
since different skills and abilities were
required for these. Some who lost their
jobs were absorbed by the expanding
construction and service sectors, while
others migrated abroad, in particular,
to the Middle East. A few also secured
jobs in the expanding new industries
and in the Mahaweli project.

Stern (1984) has shown that under
the Mahaweli project, generation of
employment reached a peak in 1981
and thereafter most people who were
employed -« became unemployed on
project completion. Thus, by 1980/81a
substantial portion of this displaced
labour remained unemployed untilnew
job opportunities arose. The presence
of these workers in the unemployed
pool exerted tremendous pressure on
the government to find new avenues of
employment. Besides, by the end of
1980, 60,000 skilled workers'? who
were sacked after a general strike in
July that year,'® swelled the numbers
of unemployed, and they were in¢lined
to turn agressive. In order to dissipate
these tendencies the government re-
cruited alarge number of the displaced
workers (excluding those who partici-
pated in the 1980 strike) to govern-
ment corporations {mostly by over-
staffing). Thus, public enterprises be-
came gources of readily available em-
ployment for the unemployed, and con-
sequently the idea of rationalizing of
these public enterprises to make them
more efficient became a secondary ob-
jective. Even the idea of privatization
became very difficult during the early
1980s owing to the employment factor
and to the strong roots that public

- enterprises possessedin the economy. '

The foregoing discussion reveals
several disconcerting features of the
quality of the new employment. First,
the major thrust in labour abserption
came from sectors which were unable
to generate sustained growth in em-
ployment. Consider, for instance, ¢on-
structien-related employment. As is
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shocks that are not related directly to
‘the liberalization policies that were
broached. ‘In addition to: internal
ghocks, Sri Lanka also faced a massive
external shock when there was'a sud-
den inflow of migrant labour from the
Middle East during the Gulf crisis in
1990/1991. The number of workers who
returned ag aresult ofthe Gulferisisis
put semewhere close to 125,000 (esti-
mated from Lakshman, 1993)

Wlth the gradual waning of the
shocks and the renewal of liberaliza-
tion in 1990, the high unemployment
trend was reversed. The economic re-
covery was accompanied by a rise in
. private sector employment. This trend
was indicated in the surge in tourist
sector employment in the early 1990s
- (Table 2), new EPF registrations, and
the increase in GCEC employment
(from 84,600 in-1990 to 104,220 in
1992). Despite thegeadvancesthrough
private sector-led growth, the unem-
ploymentlevel did not fall sinificantly.
The latest labour force survey (1993,
3rd quarter) indicated unemployment
at around 13 per cent. This compares
with the 15-16 per cent unemployment
recorded for 1980 (Department of Cen-
sus and Statistics, 1990). At this june:
ture it is imperative to examine how
effective theliberalization policies have
beenin generatmg adetumal employ-
mént. B

1 After 1985, there were three policy
initiatives in the context of employ-
ment creation that may be eategorized
ag liberalization. Firstly, the prelimi-
nary divestiture of the assets of state-

- owned enterprisés (S80Es) took place

around 1987 and the pace 'of divesti-

ture was accelerated after 1989. This
was accompanied by some degree of
administration restructuring. Sec-
ondly, furtherliberalization of the fi-
nancial sector, prices, foreign invest-
ment, exchange controls, ete:, took place
inthe 1990s. Thirdly, self-employment
schemes such as Janasaviya and the
credit schemes for small and mediuzm-
scale industrialists came in the form of
market supporting policies,

Firstly, let us congider the privati-
zation programme. According to the
available evidence this scheme has
cansed employment reversals in the
labourmarkets. Thisisbecause of early

Table 4

" Employment Patterns in Organized Sector Industrics
Industiry 1977 Level Inerement . Increment.
: & - 1877-80 - 1977-85
.| Food, Beverages and Toba.cco 28,429, .. . & -3038 35453
: Textlles, Wearing Apparel and ang e de
Leather Products 33,180 S5, TR e g R
Wood and Wood Products 6,476 FIRG 3385
Paper and Paper Products 7,650 5 SO T 66
Petro-chemicals and others 14,448 2I600 o 7,808
:| Non-metallic and Minerals 9,963 0960 e O e e
Bagic Metal Products 1,790 458 7. 222
Fabricated Metal Products, - -437 . -3937
Machinery and Transport _ '
~_Equipment 16.513 Sieadles
Other Ma,nufacturmg Products 1,129 - 668 ~ 870
Total Manufacturing ; 118,676 . 35,987 93,576
(a) GCEC 11,942  (33.2) 31,846 (36.4)
(b) FIAC 9465  (26.3) 25,239 (28.8) |
Tdt.al (3+b) : 21,407 - (59.5) 57,085 (65.2)
Note: ' The Sgures in parenthesis show the FDI firms' emploment increase as a per ._ \; uftntal anuf: furing

employment increase,

S_o.ume Estimated from Central Bank ofCeylon, Review of the Eocmomy (1988), p.69 and Ministry ' of Finance and

Pianmng (1888), Table TII.

retirement and i‘etrenchment p'olicies.

43 enterprises have been privatized
during the period 1989 - Mid-August
1994, The divestiture of State enter-

prises ‘is preceded by compensation
:payments being offered. If the workers

accept the compensation package, they

‘are retrenched. According to the la-

bour Commissioner, about 20,000
workers have heen retrenched volun-
tarily since the start of privatization.
However, trade union sources put the
figure at about 60,000 workers.'® This
takes into account the workers who
were forcibly retrenched

The restruct.unng of the adnums—
tration also led to employment losses:

In an effort to achieve the target of

retrenching 25 per cent or 80.000-
90,000 staff over a four-to-five year
period based on the recommendations
made by the Administrative Reform
Commiftee, the governmentretrenched
about 10 per cent.or about 40,000 of the

‘Central government and provineial

staff in 1990 (under the "golden hand-
shake" package). Thus during the
second wave of liberalization starting
1989, in total 100,000 workers have
been retrenched from public enter-
prises, government corporatzons, and
admlmsh‘atwe offices.

Although pnvatization contributes

to ghort term employment losses; in
the long run, with the expansion and
divergification of privatized ventures
they would create new employment
opportunities. The retrenchment from
the administrative sector was mainly
confined to those who were nearing the
age of retirement. Thus, the overall
employment losses from this restruc-
turing process should be viewed as a
feature of a public sector restructuring
exercise that ig temporary.

Secondly, the further ]Jberahzatwn
measgures did contribute to the crea-
tion of new employment opportunities.
There were many new employment

" opportuities emerging in the financial

1

market with the development of stock
market  activities, »venture - ecapital,
merchant banking, etc. In the manu-
facturing sector too manynew employ-
ment opportunities were created. To-
tal empleyment in non-GCEC projects
approved after 1977 increased from

“about 2,500 in 1978 to approximately -

70,000 by about 1992. Moreover, for-
eign direct investment made a signifi-
cant contribution to employment crea- -
tion -local employment in GCEC firms
recorded a ten-fold increase, from
10,538 to 104,220, between 1980 and
1882. About half of these employment
opportunities were in manufacturing
(Athukorala, 1994). T

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org

Economic Review - Jan /Feb. 1885



There wias adse b0 doeresas o e
manufastucing secter cmployment be-
canae of the vackaup conecEaions]
sehemos such ae ta Bolidays pranton
b Lhar Hoerd of Inveetosent B0 The
daigel nolownrthy amons theny was the
S Caetient Faclery ragramme char
vers partly ineestive-indomd and
mrhly o foreed schees: Itwasdesigmad
bircrerabs minga emplovmuebnd sk woros
ril pmphoriz. Hach factory wia ax-
pected Lo empdoy boorean St 400
workem. Frim ihe factoriea chat have
coke s Far ot bnkal of 50,000 ey
jobe hate been creatad.

The nomberpf 51 Lankan workeis
gbroad Ly THEY has e catimated at
around 317, 00, Lhapaivnlentof & per
cant of che matianal: labwar . foreg
(Hadrig, 193 L5 About 50 per ceal al’
g oversenss vmplment; migpraticn
wie o che Cull .EI:;tLH_-:.”'.fh LEETATS
Atnec: TS, nbowt 30000wartvers hiser
been gatn Lo bhe Gl foremplovoredst
- A0 wipeiveraynt from she alackeoing
demeand for Jotw there during themid -
1980, Further Uberadindion of ex-
chingroontrols, openiog by Tisn Mesi-
denl. Fureigm Curmeney, INEFC ac-
conete, et clid weaiat t0 ineresse the
mitration for overseas emplarmant,

Thirdly, thare sras a vise, alnce the
Lace- 1050, dme i omplorent echeies
apurred on expeciadly by fnancial k-
criplizetion. Oone of, these sehomes in-
cludes the hbaralizadan of wrodit
surall wnd medinm-scale bualness eo.
cerpiges slurting in 1939 This has
provided & oppecionity torop far
griafer peesan 0 credic e smallor
enlmeprencare, The modh wignilicani
policy of this eredit scheme Jawschied
bor lending ludicw mach s the OFOC
and the NDE, 1z the nxloction of the
buareenuTetic barriara which Lol pe-
cafateeredit, Aatheloans aregiven m
f conesRalanary husix, thar hava had a
meger impaet on sl complarment
srhemcs,

The must important sell-snploy-
ment achere 8 the Janawbing pooe-
erby ulleydatian scheme Though Lhe
achHEms appeTs A interrantionlat 2wl
incomesilwditulion schomie, o prac-
tice, it & lieked o ke teeinins-cum-
production prograene which wimaat
enecuiraging Belf suppoet. Thos iL iy
murkiet-mpportinmor rarket-ausliary

Structural Adjusiment

Luble §

RE_EI'J-]‘IB'J. Blalribastion of Ecannmiie Activity in Manufootaring
Beclod by Provincos, 181

Friaibizye Al o Redvpldidunts Empimpunest
(e (R
Tafrerer T Ti.6
Cenbril = an
Frith Ho& hi
Sonssh Ak 2k
Hiuni 1.6 4.1
Mk WWeai .05 1.0
Lirn (4 E. | L]
Hainarapfanmwa 44 Hi]
1.0 Th e

e Thiess Elalialicd vaurrt 5 e snemeared narbrg 0oy @000 2 sy Loy Leduisg s
Eh.ur':l.u Bt saymvanl Ervery pquars resn sl Crnen i aneed ciobiz lied £L05L)

Tahlay

1 ﬁﬂmlhlﬂ.'rniunl wy o Poroentags of the Lelwar Foree in TG st Eooymic
teciory 1RTETA, LAA T, pwel ]E‘-‘HE.I'E'H-

TR TR SR i ea G A LEE1L 5T
LIrban snoas e L 142 a5 1.4
by al Columbe AN 158 3! 5
Harnl Eeatme 114 14 138 18.0F
_ Eubate ?nl:l:-.‘nr ] 3.0 T4 |

S OELTTRAN LI IR dued Dpailamish of pheee and sRarco CLRET . o S,

meisers, The gpecial iy tarmatad dizsd-
anlagnad sTanpa dre pemisted orer s
twe-vear period with a inonthir el Taw-
ance of B2 1,458 per moniud: fr finane-
ing comzumplion needs, A wavinma
companant ol Fa: 1048 pep moonch was
expuecterd boadd wplioa Pond of Ha 25 i
at cthe end of ten veurs, This saviogs
coraponent smsld be used s erllateral
e obtain & dsank fean to esiuhlish g
hosineda, To accompony the ﬂr_-'l-_u_--rn.q,_F
apewnal gredit pmprnmimes e

eetabibiched fep. Janashpko Baoka),

Praliminarraridencs supnsste that the
nambet of peophe who bave Gnnd om-
plryment a6 & msle of the poverts
a]J.u-.-iui'iI:Irl.]:ll'{rgl:'a.nl.rn-::i'a about A0 L.
GO0 Hewerer, plven its infoamial
natare these fgnras canool be aub-
slamtinted. Specinl salfarapliyment
crealion schemes were alzo launchod

 brvarious NiE0a aiuch s the Natiomsal

Youth Bervien and Credit Crpaeiza-
tion H'-TYEEE}};. II-"-"l:I'I:I'I.-Ell-EL:B|.|.1':-J|1:|I Saren-
s, Banads el

A lange port of the incronse in -
plovinand in the [9E0: 15 dor b galfs
vmplorment and wnpaid faunily work
e informal zectior Tha shaye il s

emgluyment remained Ligh ularannd
25 pett cent thromphoat the 1880k A
sreater casualisskion' of thework fares
ApTeare to have acmmpnnied the ex-
pansion of emplovnent. The Centeal
Bank's Consumer Financo Surrey of
198657 roporte one ball of the poid
emplofees arx boing in caaual emploe.
ment, In the Labuar Poree Suivey of
LHEVET the corteapomling shate wae.
AL pier cond (adripn, 155

Clearly Lhwershization meastices
hore conteitbuted Lo genoratine mope
emplorment sppodluliog. compared
ta L dismiszals. Howewer, thix hng
oot bess admpant to PedLInG wrTT-
plovmeant to a single-digit level. e
explanntion i that the beralizacon
peocss ikl did not go fer enough in
the labour market in grder 16 emare
ereain Eigiditicoy thet nere pelated o
aome: [aboar lagislation, Thus Uhe pri-
Vale mecbor Faced considerable difficnl-
tiee in genemating large - seals arnplbig
mamt doe, sreter iz, Lo swme of the
prewailing lsbour logislation, For ax-
ample, Testrictions imposed by Lhe
Termunalin of Employmant ActTEA)
sraacly reduced the acops frioh rrea-

Eeonemic Bevicwr » Joan ok, 18k

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org

35



tion, which were essential for produc-
tion restructuring and expansion.?' .

Leaving a margin for the rigidities
in the labour market that slow down
private sector employment generation,
in an overall sense it appears that the
liberalization process by its very na-
turehas failed to make significant dents
in the unemployment rate. The expla-
nation sems to lie elsewhere. The fol-
lowing factors explain the high unem-
ployment level to a great extent.

(a) Long Job Search Periods

Unemployment in Sri Lanka is
largely voluntary. Poverty surveys
suggest that poverty is due to inad-
equate earnings rather than lack of
employment (World Bank, 1980, 92).
Underemployment seems to be the
major problem for the poorest section
of the population. Even though the
poor engage themselves in what is
technically defined as employment, this
employment is often of low marginal
productivity. Unemployment among
the section of the population defined as
poor (those who fall below the World
Bank definition of a d&ily income of US
$1 a day), is estimated to be not very
different from that of the entire labour
force. Futher evidence of involuntary
unemployment is the fact that more
than 90 per cent of unemployed people
depend on their families for financial
assistance,

It appears that the unemployed are
more interested in the scarce jobs in
the regulated sector of the economy,
than in the abundance of jobs available
in the non-regulated sector. Partly this
could be explained by the job security
that prevails in the regulated sector.
There is an implied guarantee of em-
ployment in the terms of recruitment
to the regulated sector, whether it is
the government or the private sector.
On the other hand, in the unregulated
sector, jobs are less secure and benefits
are meagre, Accordingly, the unem-
ployed seem to prefer to engage in a job
search for a long period until a suitable
job comes their way. It is reported that
85 per cent of unemployed spent more
than a year searching for jobs in 1990.

The responsiveness of sectoral wage
‘increases to the unemployment rate is

a way of testing the reluctance to ob-
tain jobs in the unregulated sector. If
the unemployed do not compete for
jobs in the non-regulated sector, then
high unemployment should not re-
strain wage increases in this sector.
Thus there should be wage increases
in spite of high unemployment. In ad-

dition, because higher unemployment .

is associated with lower manpower
availability, wages could increase pro-
portionately with the unemployment
rate. Arecent study by the World Bank
has shown that this is the case in the
unregulated sector.

(h) Increase in the Labour Force
Participation Rates

A futher explanation for the preva-
lence of unemployment in the 13-14
per cent range is that, with employ-
ment expansicn, there has been an
increase in the labour force participa-
tion rates during the post - 1982 period
in contrast to the period 1977 - 82. In
particular, the large entry of women
into the labour force in the absence of
an equiproportionate outflow of labour
has increased the participation rates.
Young famale workers form the major-
ity ofthe workers in the FTZ work force
(78.2 per cent or 81,412 in 1992). The
predominance of young women is a
feature of FTZs all over the world.
These young women would have re-
mained outside the labour froce in the
absence of FTZ job opportuities. The
overseas workers also consist mostly of
women and they may have remained
outside the labhour force if not for new
migration opportunities. With the in-
creasein education, those youngwomen
who come forward for jobs but fail to
find work add to the growing labour
force. This explains the rise in the
labour force participation from 47 per
centin 1985/86 to 52.2 per centin 1990,
while absolute employment increased
annually by 0.6 per cent (Kelly, 1994).

{c) Inflow of Migrant Labour and
Voluntary Unemployment

The migration of labour overseas
has in one sense reduced the unem-
ployment rate by creating an average.
of 50,000 domestic jobs annually since
the mid-1980s. However, a point often
missed in discussing the employment

effects is the inflow of workers from

abroad in search of domestic employ-
ment. Rodrigo (1991) points out that
the inherent nature of contract migra-
tion implies a return flow. At the ter-
mination of their contracts an equal
number of workers return annually.
The annual return was estimated at
67,000in 1989 (Rodrigo, 1991). In some
years in the 1990s, perhaps due to the
crises in the Gulf States, the number of
workers who returned outstnpped

- those who left.

Available statistics point to the high
rate of reported unemployment among
returned migrants. The unemployment
rate works out to 45 per cent according
to a 1986 Marga survey. The rate of
unemployment among returned work-
ers is particularly adverse for women.
The higher wage expectations, inferior
working conditions and inappropriate
skills are the main obstacles. For in-
stance, the Marga survey found that
housemaids who returned, prefered to
live off their savings rather than work
for lower pay and worse conditions
domestically. There is also a large
number of workers who are planning
to return to the Middle-East and there
arenow indicationsof contract migrant
labour increasing to the pre - 1990/91
levels.

A further aspect of overseas migra-
tion which keeps the unemployment
level relatively static, is the depend-
ency of relatives on overseas workers.
This phenomenon is common to the

_Tamil youth who have left the country

as refugees since 1983. Because
spouses, children and other relatives
are dependent on foreign remittances, -

. they choose not to work at wage levels

below what they receive as family as-
sistance. This is often the case among
the husbands of housemaids who are
overseas.

4, Concluding Remarks

While these features partly explain
the high two digit level of unemploy-
ment in Sri Lanka, it is imperative
that Sri Lanka design policies toreduce
the unemployment level in the future
within the broad structural adjustment
framework. It is not the intention of
the writer to suggest micro-level policy
options to solve the problem of unem-
ployment. But at a very broad macro
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THE NEW FRONTIERS IN ECONOMICS

‘The Economics of Crime

by

W. A. Wijewardena

conomists view crime as a

violation of ‘property rig-

his'. In an economic democ-

racy, every individual is

considered to possess an
absolute property right over his "per-
son' and any 'physieal property owned
by him. Hence, an individual could
gell, or decide not to sell, the fruits of
his person (labour services) or physical
property (other factors of production)
in a market arrangement. Thus, the
infringement of one's property rights
by another with the consent of the
former and with sufficient compensa-
tion does not constitute a violation of
property rights and hence, a commis-
gion of a crime in an economic sense. A
erime-oceurs when such infringement
takes place without consent and proper
compensation.

The above analysisindicates that a
crime in an economic sense has a wider
coverage than a crime from a legal
point of view. According to a jurist, a
crime is deemed to have been commit-
ted when a law or a statute imposed by
a sovereign is violated. The forceful
acquisition by the sovereign, the fruits
of labour services or any physical
property, is not considered as a crime
by jurists, if there is & law authorising
such action, or if the sovereign has
authority for directing such acquisi-
tion. Hence, the nationalisation of pri-
vate property by the state, forced labour
gservices and compulsory military
services are not regarded as a crime by
them as long as such activities are
conducted in a legally prescribed
manner. However, in economics, such
activities, too, constitute a crime, since
they are committed against the con-
sent of the owners of such property,
even though, sometimes, the victims
may have been either partly or fully
compensated.’

Economists normally chject to erime
on two counts. First, the violation of

property rights adversely affects the
regource allocation procegses in an
economy, since one person, whether it
be the state or a private individual, is
allowed to reap the benefits of the
labour of another without having to
make a compensatory sacrifice. In an
economic democracy, individuals help
each other, but such help is extended
through two-way voluntary exchanges
in the market. Thus, for instance, by
providing my labour services, I help
my employer, but he too helps me to
make a living by paying me a salary.
As long as this exchange is voluntary,
T have the freedom to withdraw from it
{(so does my employer), if I firid that the
compensation is not commensurate
with the contribution {or from my em-
ployer's poing of view, contribution is
not commensurate with the compensa-
tion). When this free choeice to sell or.
niot to sell is suppressed as in the case
of a crime, such infringements, hinder
the resource allocation process in an

. economy. This is because, in such situ-

ations, resources could be diverted by
force for various activities without
necessarily following = criteria “of
efficency. Second, economists frown at
crime because once it is permitted, it
provides an opportunity for one party
to get enriched at the expense of an-
other party. Such a situation is not
helpful to the long-term sustenance of
the economy, since, given this opportu-
nity, it leads to the breeding of a class
that preys upon another section in the
society. The realisation that thereis a
possibility of acquiring immense eco-
nomic benefits in this manner would
encourage everyone to allocate his re-
sources not for productive employment,
but for gaining an unearned income.
The societies which are full of such
people after this unearned income are
called by economists 'rent seeking
societies'sincearentisanothername
for an unearned income. Hence, from
the economists' point of view, crimes
committed both by the sovereign and

the private parties, are equally inimi-
cal to the proper functioning and the
long-term sustainability of an economy.

The economist's prescription for
erime is that, while the state should
refrain itself from any uncompensated
forced acquisition of property, the pri-
vate individuals should be deterred
from committing such activities. The
deterrence is delivered by establishing
an effective machinery so as to raise
the cost of such freely acquired eco-
nomicbenefits. In this case, economists
extensively untilise a doctrine known
as 'utilitarianigm' which tells us that
every human action yields either a
pleasure or a pain and human beings
are inclined to search after pleasure,
while avoiding pain. Hence, if a dis-
couragementof any activity is desired,
the most effective strategy to achieve

* that objective may take three different

forms: reduction of pleasure, increase
of pain or resorting to a combination of
both. Accordingly, a criminal could be
said to be deterred from his action if
pain is inflicted on him using such
metheds as the deprivation of hig life
{death sentence), liberty (jail senten
ces) or property (fines). However, a
rational criminal would always com-
pare the benefit from his criminal ac-
tivity with the pain he would get if he
is caught by the law enforcement
authoritites. He would be deterred from
committing his erime only if the pain
to be suffered is higher than the pro-
spective benefits. Hence, economists
prescribe, in order to reduce criminal
activities in the society, an increase in
the probability of catching criminals
and imposing penalties in varying de-
grees in accordance with the size of
perceived economic benefits to be de-
rived from each type of crime. Thisrule
requires more severe penalties for more
serious crimes. However, economists
believe that the scarce resources ofthe
society should not be used for this
purpose without a due comparison of
the costs and benefits of crime pre-
vention. Hence, an optimal use of re-
sources for maintaining the police
systems, judiciary and jails could be
achieved, when resourees areused upto
a level where the additional benefit of
reducing crime (marginal benefit of
reducing a criminal activity by one
more unit) is aqual to the additional
costoferime prevention (marginal cost

—. Cont. on page 40 e
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The Benefits of Effective Policy Making
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out for economic policies do not neces-
sarily stand valid for the purpose of
working out levels for policies reflect-
ing social factors.

Anyhow, the different policies have
to be perceived and the benefits and
results that are realised out of the
enforcement and enactment of these
policies should be reviewed, moni-
tored and evaluated for the purpose of
deriving timely and economically real-
igtic results.

Constraints in Effective Policy
Making

Effective policy making is yet to be
defined, Anyhow, the effort here is to
establish the efficacy of a particular
policy stand through the benefits and
results it derives,

The constraints to attain thig end
are manifold and diverse.

The primary constraints thus de-
termined generates certain approaches
to attain the needs and the accuracy
applied in this identification process
are generally products of skills, expo-
sure and experiences of the persons at
various levels of the government or
from various status in the civic sector.

The roles played by persons from
the identification of needs of the
masses to policy making and the ul-
timate of implementing/enforcing/en-
acting calls for a sequence of decisions
and plans which are governed by atti-
tudes, approaches and the experiences
of the personnel assigned for the pur-
pose. Here lies the main of effective
policy making since these intangible
sources, which heavily depends on the
individual, are the guiding lines, fo
policy making, eénforcement and en-
actment.,

Communication as a source to
effective policy making is yet to be
considered in its full potential. The
necessity to employ communication in
policy making is explored due to its
‘hidden role where the needs first,
~ when identified, have tobe communi-
cated back to the source where policy
making/decision making is effected.
The needs of the masses could be
identified within the government struc-

ture or the civic sector out of the gov-
ernment. The recognition and the
eventual absorbtion of the need and
the realisation that measures have to
be taken to meet needs through the
adoption of policies, be it at a macro
level or at micro levels within the gov-
ernment structure is achieved by the
means of communication.

The top down approach in policy
making and implementation has its
constraints due to the fact that at im-
plementation there could be bottle
necks which were not foreseen during
the early stages where policy making
was realised. Therefore, it is recom-
mended that a bottom up approach be
built into the procedures of policy
making and as stated in the previous
paragraphs the necesgity to identify
theresources, skills within government
institutions to implement/enforce/en-
actistobe considered ag a vital feature
to derive benefits by the users to
whose advantage these policies/deci-
sions are adopted.

Policy making for the benefit of the

masses/users to be examined within

the numerous perspectives that exists

' inthe government and the community.

Government policy to be accepted
by the community has to then be ac-

ceptable within norms adopted by the

community. These norms vary from an
individuals like or dislike to politics in
a given community.

Therefore the examination of the
efficacy of a particular policy could be
evaluated, in the early stage of policy
implementation in the backdrop ofcom-
munity participation and politics, for
its viability over time.

For the purpose of establishing vi- -

ability in the acceptance of a specific
policy stand vigilanceis tobe exercised
by the government structure through
its institutions,which are responsible
for the interaction with the masses, to
effect feedback on the responses re-
ceived during implementation. The

" uger particaption in refining the policy

enacted is envisaged to be a means to
derive the full benefits of the policies

enacted.
Z

cont, from page 38

of reducing one unit of criminal activ-
ity). Consequently, economists do not
advocate for a zero level of erime in a
society; only an optimal level of crime
prevention that is permitted by the

‘available resources. At this optimal
_level, there may be a certain incidence

of crime, but using resources to elimi-
nate it would be an extremely costly
affair for the society. In other words,
the society should not seek to prevent
any criminal activity, if it does not pay
for the society. Hence, instead of en-
larging the crime prevention machin-

" ery of the state, attempts should be

made to check on crime by raising its
productivity.

The suggestion by economists that
it is ineffective and unproductive for a
society to aim at a total elimination of
crime may not be acceptable to certain

“sections in the society. However, this

suggestion is based on the practical
experience in the western countries,
especially the U.5.A., where more rig-
orouscrime prevention campaigns were
found to have bred new waves of crime.
This situation carn be compared with

' the 'problems of resistance and
‘resurgence’ often confronted by bi-

ologists in insect control campaign..
(Think of the insect as a criminal).
When a certain toxic chemical is ap-
plied to an insect population, some
insects with stronger genes are able to
detoxify it and escape from the harm-
ful effect. The successful resistance by
these survivors to the chemical results
in a resurgence of a stronger popula-
tion of insects which explodes back
even to a larger size within a short
period of time with little or no compe-
tition for food from others. Some
stronger criminals in the same man-
ner may be able to survive rigerous
crime prevention campaigns and soon
become more sophisticated and inno-
vative in their actions causing crime
preventers to use more resources to
keep them in check. Hence, after a
certain point, the use of more resources
for crime prevention may not pay back,
requiring the society to tolerate a cer-
tain level of crime, as a natural rate of

unemployment.
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2 and type 3 schools respectively. onan
average, 97 percent of the pupils are in
government schools, 2 percent in pri-
vate schools and 1 percent in pirivenas.

Of the 10,000 Government schools,
only 513 ie. only 5% are type 1AB
schools; majority (43%) are type 3
schools (Fig. 1).

Annually a certain number of type 3
schools are added to the school system.
At the same time schools are upgraded
to the next higher category by provid-
ing them with necessary facilities. Asa
result, the percentage of type 1AB and
type 1Cschools has graduallyincreased
while the percentage of type 2 schools
has decreased correspondingly.

The private schools largely cater to
the children of affluent families and
expatriates. Private schools, where the
medium of instruction is English, are

" in the western and central provinces
“onlyand the tuition fees of these schools
are exceptionally high,

The schools are predominantly (96.5)
co-educational. Only 2 percent are girls'
achools and 1.4 percent boys' schools.
It is difficult to categorize schools by
ethnic group of pupils since Tamil and
Muslim children also enrol in Sinhala
schools. On an average, about 72 per-
cent of the schools are predominantly
Sinhala schools, with Tamil and Mus-
lim schools representing 20.6 and 7.1
percentrespectively. This composition
has not changed significantly over the
last decade.

The majority (77%) of the Govern-
‘ment schools are in rural areas, each
with less than 500 students. Only 5.1
percent of the schools have over 1500
students, and are equipped with sci-
ence classes and better infrastructure
facilities. Opportunites for children in
rural areas to participate in higher
education are therefore very limited.
Female children are likely to be af-

fected most as social and cultural norms.

discourage girls leaving their home for
long periods. Since sending children to
urban areas is expensive, male chil-
dren are given preference in the mat-
ter of higher ediication. A serious lack
of infrastructure facilities in rural
areas is a cause of disparity in both
literacy and educational attainments

between urban and rural schools. A
further factor that affects performance

in schools is the uneven quality of _

teaching.

2.2 Teachers in Government
- schools

There are nearly 185,000 teachers
in governmentsehools of which 113,912
or 62 percent are females. Teachers'
qualifications vary widely and quali-

fied teacher's are largely concentrated

in the developed districts giving rise to
a gap in the quality of teaching be-
tween urban and rural areas.

There has been a steady increase in
the number of teachersin keeping with
the increasing pupil population. The
number of teachers increased from
135,000 in 1981 to 184,822 in 1990
(Fig. 2). The increase in the number of
teachers is reflected in a fairly steady
pupil teacher ratio between 25 and 26
pupils per teacher, despite a increase
in the number of pupils. The substan-
tial addition to the teaching cadre in
1990 has improved this ratio to 23
pupils per teacher. Currently the ratio
in private schools (27.2 pupils per
teacher)is higher than in government
schools.

Fig. 2 : No. of teachers in all schools
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Qualified teachers are unevenly
distributed throughout the schools. On
an average, one fourth of the schools
teachers are graduates and 27 percent
are trained teachers. GCE (O/L), GCE
(A/L) qualified teachers account for 27
percent. This category is the one that
has expanded rapidly form 28,857
teachers to 46,544 teachers between
1981 and 1991. Though the majority of
teacher's are women there are more
qualified men than women. Some

trained and experience teachers re-
tired as aresult of the early retirement
scheme effected in 1990, The new re-
cruits were mostly untrained teachers.
In 1991 about 55,000 teachers (32 per-
cent) of a total of 171,000 were un-

. trained (Fig. 3), and makes of teach-

ers training a priority. The smaller
schools conducting classes upto year
5, are mostly in rural areas, and have
fewer teachers than others. In these
schools on the average, there are over
50 pupils to a trained teacher-nearly
twice as many asthe national average.
In certain districts the ratio is extraor-
dinarily high exceeding even 100 pu-
pils to a trained teacher.

- Fig. 3« Distribution of feachers
by qualifications, 1991
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As the majority of schools are co-
educational schools, both boys and girls
receive the same quality of education.
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It was.believed that there were dif-
ferences in ability and educational
performance between male and female
children, but this has been disproved
by results. A number of researchers
tended to support the claim that there
is a gender difference in spatial ability
which is: considered important for
achievement in mathematics and sci-
ence. Subsequently theories that posit
generic factors such as brain lateraliz-
ation, chromosomes and hormones
have been discounted by resear-
chers (Jayaweera, Perera, Rupasmghe,
1991).

Several studies have shown that
there is no statistically significant difs
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* Fig 5: Student enrollment in uriversities.
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In Sri Lanka higher education insti-
tutions are normally universities that
provide access to remunerative and
prestigious employment. On the basis
of merit now both men and women
have equal access to higher education.

Atfitudes towards educating girls
vary according to the Socio Economic
groups, place of residence (urban, ru-
ral, estate), level of parental educa-
tion, the perceived value of education,
and the cost of girls attending school.
In addition to the direct costs such as
fees and books there are indirect costs
as measured by hours of cost to the
family. In Sri Lanka, the role and ex-
pectations of women during 1940's were
not for higher-education and a career.
In this period children of parents in

~ white collar employment {professional)
could send their children to universi-
ties. This situation has now changed
and parents from all walks of lives
send their children to universities on
the basis of merit. In 1950, §9.5 per-
cent of female university students, were
in professional and management posi-
tions and only 1.4 percent were small

farmers and unskilled workers. This .

gap has since narrowed considerably

and by 1990, both these proportions.

‘have reached about 21 percent.

In addition to the encouragement of
the parents, studentsin secondarylevel
education themselves show keen in-
terest in following higher studies. Ac-
cording to astudy (Rupasinghe, 1991)a
large percentage of female students of
GCE (O/L) grades irrespective of gen-

der and ethnic group have indicated

their interest in pursuing higher edu-
cation in the universities.

(4

As a resul.t of educatioﬁal policies

“adopted including the expansion of

secondary education in the late 1960's
and increasing aspirations of societies
percentage of women in higher educa-
tion increased remarkably (Fig.5.) In
1942, the percentage of women in uni-
versity courses was only 10.1 percent.
In 1987 it rose to 40 percent and since
then it has never been below 40 per-
cent. Thig increase ig apparent in all
ethnic groups except for Muslims. A
study attributes the low participation

of Muslim women in higher education

to their attraction to business rather
than professional studies. Also the
practiceof purdah reduced the number
of women students entering higher

-education (Jayaweera, 1993). Such

socio-cultural factors still persist in
affecting the participation of womenin
higher education, despite egalitarian
educational policies.

gin from the secondary level educa-
tion. Approximately 187,000 students
are enrolled in GCE (A/L) classes in
the schools, the majority of them are

. girls : 140 girls to 100 boys. Male stu-

dents follow the three main streams of
study (science, commerce and arts), in
more or less equal numbers. On the
other hand, the number of female
gtudents per 100 males for science
courses vary from 59 to 94; for arts
142 to 342 and for commerce 90 to 130.

~ More women are now entering the
faculties of agriculture, management
and the social sciences. But engineer-
ing still continues to be a male pre-
serve, In 1990, nearly 40 percent of the
women were in the social science and
humanities faculties of the universi-
tieg as opposed to 4.6 percent in archi-
tecture, 11.3 percent in medicine and
2.6 percent in engineering. This
imblance may well reflect the employ-
ment possibilities for women even af-
ter they qualify. Needless to say this

Fig. 6: Advance level pupils by fie/d :
of study 1991
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Though women's participation has
increased over the past four decades,
most woren seem to opt for arts based
courses, Education for girls commonly
emphasizes household or domestic ac-
tivities while in the case of boys the
emphasis is on general academic sub-
jects and vocational training that lead
to employment opportunities. In 1990,
56.5 precent of females followed Uni-
versity arts subjects as opposed. to
only 36.8 percent who did science
courses (Fig.6). These disparities be-

diseriminating attitude towards em-
ploying women is both a waste of hu-
man resources and deprives of the op-

_ portunity of contributing to national

development. This situation could be
remedied by a change of aititude
where the most suitable people are
emploved on a low gender basis.

According to the United States
Agency for International Development
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Fig 7 Percentage dtibution of curertly employed
persors by employment stauisand sex
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both males ales alevel playing Computing professionals 98 325
Schgol teachers 144,182 98,123 68.05
field. Technicians 24,844 2,862 11.52
"Clerks and related 82,957 28,586 34.46
Women following university courses Stenographers and Typists 14,148 11547 +F 81.40
in subjects like engineering, architec- Skilled workers 82,202 3,109 ©' & : 3.78
ture, ete. are few. The majority opt for Office peons and office labourers 47,583 2,202 4.82

arts and the pure sciences. Tt should be
the responsibility of the authorties to
revise these courses to include more
practical subjects like computer sci-
ence, electronics, business manage-
ment, etc. in responding to changing
business requirements. Most of the
" menorwomen in higher positions have
followed practical course after obtain-
ing their basic degreess in pure science
or arts basic courses. But some females
tend to terminate their studies after
the basic degree and accept whatever
employment is available to them,

tablished in 1990 there are 3000 voca-
tional training institutes. Females
constltute over 90 percent of the stu-
dentsin health related courses, 60 per-
cent in teacher education courses, and
45 percent in law and accountancy
courses. More than 50 percent of the
agricultural labour force are women.
Currently there are two types of agri-
cultural training programs; scientific
agriculture and farm managemnt for
men and home economics for women.
The farm women's agricultural exten-
sion programs started in the early
nineteen seventies still suffers from
the home economic syndromes
(Jayaweera, 1993). Similarly, in sec-
ondary school education girls are
taught needle work and home science
‘whileboys are taught metal work, wood
work efe.

Source: Derived from: Depariment of Census and Statistics, Puhh’c_ and Cooperation
Sector Employment Census Report, 1890. :

mostly in the service sector like nurs-
" ing, teaching and so on.

As only a limited number can find
places in the Universities, vocational
education and a training in skills should

be available to those who fail to gain

entrance. Unfortunately vocational
training in Sri Lanka has a gender
bias. According to the training and
vocational education commission es-

‘Teach:ng 1mparbed by mother play
an important part in children's learn-
ing competencies and educational
achievements. It has been found that
when both parents have similareduca-
tion levels, the mother spends more
time on the education of the children
and plays an important role in the

- education of the growing family.
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Commodity

"Natural Rubber - International Price
Stabilization Measures -
 Historical Review"

by Ranjit Maligaspe

Director General, Sri Lanka Tea Board

ow prices for agricultural
commodities have drawn the
attention - of developing
countries for decades. The
resultant low incomes and
savings retard economic development
and industrialization of these coun-
tries and consequently measures such
as International Commodity Agree-
ments, Export Quotas, Multilateral
contracts, Bilateral Trade Agreements
ete. have been resorted to obtain the
best possible prices for such commodi-
ties.

International Commodity Agree-
ments were extremely popular instru-
ments in sixties and seventies but
with the limited successes in Sugar,
Cocoa and Coffee Agreements and with
the collapse of the Tin Agreement in
1985 their acceptability is waning. In-
ternational Natural Rubber Agreement
(INRA) is the only agreement with
market interventionist measures
which is functioning although not fol-
lowing a smooth path.

In this article I have tried to trace
the history of price stabilisation of
Natural Rubber begining from the
turn of the century. The evolution of
producer only supply rationalisation
methods on to producer - consumer ¢o-
operation and the change from
maximisation of price receivable to
price stabilisation are two important
aspects which run across this histori-
cal analysis. S

The earliest attempt in interven-
tion into Natural Rubber prices wasin
1911 when the Brazilian Government,
stemming from the pressure of produc-
ers entrusted the Banco de Drazil

with the task of stocking Rubber and
withholding them from the market.
This failed due toinflux of Rubber from
the Far East.!

Interventions shifted to the Far East
and the initial controls were voluntary
and producer oriented with no govern-

~ ment participation. In 1917 such a

scheme was established by plantation
companies in Malaysia to curtail pro-
duction to three quarters of capacity.
This was shortlived and in 1920 a
gimiliar scheme by British Rubber
Growers Association to restrict output
in Malaysia and Ceylon was intro-
duced.? However non-participation by
small producers and thedeclinein U.S.
demand made this ineffective.

The most known intervention in the
early part of the century was the
Stevenson Plan of 1922. Similiar to
other intervention schemes of the era
it was also producer oriented and was
aimed at boosting pricesinadepressed
market than stabilising the price of
Natural Rubber.

The Stevenson Plan was based on a
report of a committee of Inquiry ap-
pointed by the British Government
under Sir James Stevenson to investi-
gate on courses of action to boost fall-
ing Rubber prices mostly due to re-
duced U.8.A. demand.? The Plan con-

" sisted of an export quota system based
on historical production levels, Under
the scheme, registered exporters who
wereestate producers and dealers were
each given a ledger to record their
export rights and physical exports.
Similiarly smallholders were given
transferable export coupons wich were
toaccompany the Rubbertillitreached
an exporter.t '

The main drawback of the
Stevenson Plan was that it was re-
stricted to exports from Malaya and
Ceylon. Dutch producers in Indonesia
did not participate. As in any supply
restriction scheme without the partici-
pation of all major players, its success
was alse shortlived. Non-members in-
creased their production, prices
dropped and the plan had to be aban-
doned by 1928,

Opinion on the outcome of the success
of the scheme is divergent. According
to A.D. Law it had a history of the most
highly criticized commodity control
schemes of all time.® The resentment
against the scheme in the U.S.A,, the
largest importer of the time was high.
It also resulted in the creation of a
monopsony in U.S.A. imports. The
Scheme also adversely affected the
native smallholders of Malaya with
their low quotas and lack of alterna-
tive sources of income.

According to Gordan Ashworth the
mostimportantlong term achievement
of the Plan was the stimulus it gave to
new Rubber production by presenting
a veneer of stability to the interna-
tional Rubber Market.® According to
this author, Rubber prices remained
relatively stable during 1920's and the
Plan at the least prevented prices from
falling further.

Perhaps the most valuable lesson
learnt from the Stevenson Plan experi-
ence was that on supply rationlization
scheme without the active participa-
tion of all the main producers would
resultin a success - a universal experi-
ence gathered in respectof anyagricul-
tural commodity - as seen by Brazil's
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oping countries - almost everyone a
primary commodity producer - having
a bigger voice in international affairs.
In early 1960's the majority of them
gained admission to the United Na-
tions, In 1963 the Group of 77 consist-
ing of developing countries was formed
as a forum for voicing their views on
isgues of concern. In 1964 the United
Nations Conference on Trade & De-
velopment (UNCTAD) had its first
meeting in Geneva and this was fol-
lowed by its second meeting in 1968 at
New Delhi. UNCTAD became the
main forum for developing countries to
bringupinter alia, issues pertaining to
commodity trade and economic devel-
opment.

The two decades of 1950-1960 also
witneazed the establishment. of Inter-
national Commodity Agreements fora
number of Agricultural Commodities.
Agreements such as those of Sugar
{1954 and 1958) and Coffee (1963) in-
corporated price intervention mecha-
nisms while those of wheat (from 1949
~to 1962) included multilateral con-
tracts.® In the circumstances it is
somewhat surprising that no such in-
ternational -~ market  intervention
mechanism for Natural Rubber was
brought up during the period.

It may be possible that the increas-
ing market share of Synthetic Rubber
over that of Natural Rubber could have
restrained NR producing countries
from implementation of any measures
leading tohigher prices and censequent
loss of market share. As Table 1 would
reveal the market share of Synthetic
Rubber grew from 37.6% in 1956 to
46.6%, 55.6% and 65.4% in 1960, 1965
and 1970 respectively. Hence, in ad-
dition to the changes in the objectives
from control of production and exports
expecting higher prices to increase in
production with a view for economic
" development as pointed by Gordon -
Ashworth, .the looming threat from
Synthetics would also have played its
role in stifling any market controls at
the international level,

. By the end of 1360 decade, the price
of Natural Rubber had fallen rapidly
from their heights during the Korean
boom. Tt fell from 5§ 3738 per M.T. in
1951 to 5§ 2383 per M.T. in 1960 and
to 8% 1171 per M.T. in 1968." The

Table 1

Market Share of Natural and Synthetic Rubbers 1956 - 1975 '

Year Production Volume  Percentage .. Production Volume Percent_age
(1600 tonnes) {1000 tonnes)

1956 1907 62.3 1153 376
1960 2098 53.4 1826 46.6
1965 12420 44 4 3020 55.6
1970 2950 © 346 5635 65.4
1975 3367 32.3 T2 67.7

Source: Rubber Statistieal Bulletin. Various Issues,

producing countries were naturally
concerned. The rhetoric at the G77
Meeting in - Algiers ‘in 1967 and
UNCTAD II Meeting at New Delhi in
1968 as well ag the Algiers Charter of
1967 which brought to the surface again
thenecessity of producer cartels would
have accentuated the desire of produc-
ers for steps to counter such price de-
clines.

In 1967 Prime Ministers of Malay-
sia and Ceylon agreed to make joint
representations to Rubber stockpiling
countries such ag U.S.A. and to Inter-

national bodies on fair and stable

prices.® However nothing material-
ised thereafter: Further in 1970
Natural Rubber producing countries
decided to establish their own producer
organization, i.e Association of Natu-
ral Rubber Producing Countries
{ANBPC), but the initial deliberations
wereunproductive ondeciding the path
it should follow.

1970's were a hyperactive period for
the developing countries in the inter-
national arena. The UNCTAD pre-
paratory Meeting of G77 at Lima in
1971 and UNCTAD IIT at Santiago in

1972 saw such countries espousing the
cause of primary commodities and re-
munerative prices for them, In 1972
UNCTAD was successful in sponsor-

.ing conferences for a new Cocoa Agree-
ment and for re-negotiation of existing
Agreements for Coffee, Tin, Sugar and
Wheat.* However the most effective
stimulus came with the OPEC success
of 1973 in quadrupling petroleum
prices. This gave the producers of pri-
mary commodities a stimulus for a
properly co-ordinated producer cartel
to achieve hetter prices.

A consequenceof high oil prices was
inflation and increased prices for all
commodities inclugive of natural Rub-
ber. However it soon had a negative
impact when it led to a recession in the
industrial world and a decline in the
demand for Rubber.? Price of RSS
grade roge to Malaysian Cents 280 per
Kg in Jan. 1974 and that dropped to

- below Malaysian Cents 100 per Kg in

Dec.1974. Farmers rioted in Malaysia
and in December 1974 the Govern-
ment, unilaterally withdrew 104,000
tonnes of Natural Rubber from the
Market and infroduced restrictions on
tapping.” This had an effect in arrest-
ing the decline in international prices
ag Malaysia was the predominant
supplier. :

Malaysia in 1976, fearing a repeti-
tion of events of 1974 obtained the
congent of other producers for the es-
tablishment of'a producer cartel within

- the ANRPC. The resulting Jakarta

Natural Rubber Agreement concluded
in 1976 included provisions for a
100,000 ton buffer stock and other sup-
ply rationalization measures.® The
Agreement did not become opera-
tional due to buoyant prices in the
following few years. However the As-
sociation (ANRPC) became a key
player in subsequent supply ration-
alization efforts. :

A new era dawned in 1976 for pro-
ducers of primary commodities includ-
ing Natural Rubber with the decision
to set up a common Fund under the
Integrated Programme for Commodi-
ties (IPC)sponsored by UNCTAD atits
4th Meeting in Nairobi, Natural Rub-
ber was accepted as one of the ten 'core’
commodities where financing from the
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‘The present consensus of produc-
ing countries is that the economic pro-
visions of INRA I mustbe renegotiated
to achieve price stabilisation along the
matket trend. This would mean the
achievement of average price levels,
which would have prevailed in the ab-
‘sence of INRA II while ironing out
excess price fluctuations, For this pur-
pose price renegotiation conferences
have been held during 1994. The main
producer demands have been a higher
reference price and narrowing the dis-
tances between the 7 price bands. At
the informal consultationsbetween the
producers and eonsumers during INRO
Council Sessions in May 1994 the con-
sumers haveindicated that an increase
in the reference price by around 3%
may be acceptable, but should be com-
pensated by widening the differences
amongst the price bhands. It is the
congumer perception that INRA sta-
bilization should be based on market
trend and must not be turned intc a
price support scheme. Negptiations
between producers and consumers are
continuing.

This article presented a historieal
evolutien of Natural Rubber price in-
tervention -at the:international level
during a period of almost a century.
The evolution clearly demonstrated
how the perceptions of producers as
well as of consumers changed over the

period. The 'producer only' cartel policy

intiated by private sector of producing
countries evolved into- a similar atti-
tude by their Governments and later
on during the second half of the cen-
tury changed toan attitude of coopera-
tion with consumers. The producer
target of long term price increase of
Natural Rubbervisibleduring the early
part of the century clearly changed to
a policy of price stabilisation especially
after the events of 1970s. On their
part, the consumers who were rather

‘inactive during the first half of the

century joined the price stabilisation

‘scene in the 1970s with a clear objec-
tive that such an effort would be in-

variably beneficial to themin long term
supply stability of Natural Rubber at
fair prices without distruptions. How-
ever the present uncertainty on INRA
111 raises doubts whether such produ-
cer-consumer synthesis would continue
in the only commodity agreement with
interventionist measures operating
with relative success.
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FOOD BELIEFS ﬁ\ND PRACTICES
| o

Professor T. W. Wikramanayake

Professor Emeritus-Bio Chemistry,

Universities of Colombo , Ruhuna and Peradeniya.

‘tis an anthropological axiom
that “in order to work with a
people itis essential to under-
stand their culture". Such an
understanding hecomes all the more
important when a conscious attempt
is being made to change the habits and
actions of a group, for its benefit.

It is seldom that a person eats all
available edible material. Cultural
patterns set by his parents and associ-
" ateg, both by observation and explicit
instruction, classify for him food items
as being appropriate or inappropriate
in certain situations. General food be-
liefs of the community are deeply en-
trenched in his mind, and practised.
Such beliefs can therefore significantly
influence the nutritional status of the
community and become a factor of im-
portance in any nutrition programme,
Health workers, whose duties include

advisingthe publicon the correctchaice

of foods, could profit from a study of
food beliefsystems ofthe people among
whom they work. Such a study will
provide a clearer picture of the frame-
work within which their advice will be
followed,

The origins of food beliefs and prohi-
bitions are obscure. Primitive man had
no set food patterns. He was a creature
of acquired food habits, not one of in-
nate physiological urges or "instincts".
He has remained exceedingly adapt-
able. For instance, about 20,000 years
ago, a people of the steppes of Southern
BRusgsia trapped and killed large game,
although, in season, they relied on a
diversity of roots, seeds and fruits. The
cave dwellers of Mexico of 12,000 to

9,000 years ago lived mainly on alarge
variety of food plants supplemented by
small game such as rabbits, rats and
turkeys. Thereis noevidence that man

or any other primate species hag ac-

guired animmense propencity for flesh-
eating. Nor is there an indication that
he has any physiological urge to sup-
plement his diet with foeds that woyld
meet a protein or any other deficiency.
Yet, even without built-in "food in-
stincts", he has been able to survive
and spread over the whole face of the
earth, depending solely on his wits. He
- did not adopt any practice or taboo that
would be deleterious to the health of
some members of the community.
Primitive man did practise some food

magic but this was directed towards

ensuring an abundance of game and
success in hunting. :

Origins of food beliefs and prohibi-
tions probably occured in alater period
when the community was stable in its
habitat. With the growth of urban

. centres, beliefs and ohservances
emerged about properties of the foods
that were consumed. Those in the
primitive urban centres depended upon
the cultivators of the soil for their food.
The latter had to be persuaded by fear
and reverence to deliver to the centre
regularquotasof grain, meat and other
produce. Priests and medicine men held
sway by their apparent ability to ap-
pease the gods who controlled the
growth or failure of crops. Rituals and
sacrifices associated with food would
have developed, along with unhealthy
prohibitions, taboos and priorities.
There also arose the beliefthat certain
foods were appropriate at each level in
the social hierachy, thus giving rise to

the elements of a caste system. For
example, the priests of ancient Egypt
would not eat beans. In times of fam-
ine, the priesthood was assured of a
full ration of wheat. During a severe,
prolonged drought, when the rest of
the population had te subsist on roots
and seeds, there was rice in the palace
of King Dutugemunu.

Folk knowledge and folk medicine

- is not peculiar to some ignorant seg-

ment of the world's population. In one

form or another principles of this kind

are found in all settled communities.
Among the sophisticated, there would

be a tendency to provide a semblance of
reason, medical or scientific, for their

beliefs. When such beliefs are left un-

challenged for many generations, they

tend to harden into elements of the

total pattern of the dietary habits of
the people.

There is no evidenece that prolonged
habituation to certain basic foods has
ever generated a physioclogical resist-
ance to change, although humans
often resist changes to their accus-
tomed dietary. The acceptance during
the past 50 years of wheat flour and
bread by Sri Lankans, a large majority
of whowm.did not consume any before
World War II, is an example. The
connotation of the term "food habits" is
a social one. It implies that a set of -
dietary assumptions, expectations and
methods of preparation have become
integrated over a period of time into
the totality of the cultural beliefs and
observances of the people. It is when
such habits are enmeshed in domestic
conservatism, religious ideas, in
notions of social prestige or status, in
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low-caste activity. This is especially

common in areas with a nomadic tra-
dition. There is also the beliefin sacred
water and sacred fish in connection
with the worship of certain dieties, The
third factor is the commitment to
ahimsa and vegetarianism.

F:lsh espec:lally crabs, skipjack and
tuna, and catfish are consndered heaty,
and are avoided during pregnancy by
about 65% of fish-eaters, by 43% at
menarche and by about 66% in the
puerperium, until the lochina stops.

" On the other hand, dried fish may be
eaten after the third day post-partum
as it is belived to increase the flow of
milk. Dried fish also forms an item on
the menuofthe meal served at a funeral
house, after the funeral, at which meal
otherfish and meats may not be served.

Fried fish is considered heaty and is
avoided forseveral months after partus,
even by Muslim women, Fish is believed
to cause diarrhoea and fits in the baby,

Chicken

Poultry and other birds (smnipe,
parrot, peacock) were eaten in ancient
Sri#Lanka. The flesh of the peacock

was oons1dered a dehcacy

Ch1cken is considered heaty and is

avoided during pregnancy. It is be- -

lieved to induce sbortion or cause de-
formity in the baby.

Eggs are fed at menarche and sub-
sequent menstruation. They are be-
lieved to have a favourable effect on
the girl, preparing her for pregnancy.
‘Raw eggs are believed to be specially
pobent they make the breasts grow.
One or two eggs a day, usually with
gingili oil and other "strengthening"
foodslike black gram (undu, Phaseolus
mungo) are prescribed to the young

adolescent. More than 66% of Sri
Lankan women questioned believed in
the fertility - increasing power of eggs
at puberty.

Only a small percentage of egg -
eaters avoid eggs during pregnancy,
The main reason was the fear of the
bady becoming too big. A few com-
plained that it brought about vomit-

ing. Others thought that eggs would
produce baldness in the baby.

_ About half of the egg-eaters avoid
eggs during the first few months after
delivery, some durmg the entire of lac-

tation. Among the reasons given are.

that eggs cause vayw {gas formation),
breathlessness, asphyxia, renders the
mother's milk indigestible, or makes
the bahy bald :

Milk and Milk Products

Only a few women avoid milk (es-
pecially buffalo milk and curd) during
pregnancy and about half during the
puerperium.. Milk is believed to be
cooling. Onthe otherhand, fatis heaty,
and may cause abortion. The main
reason for milk aveidance is the fear
that the baby will become too blg

During Iactatlon some avcud rmlk
through fear that it will produce fitsin
the baby. Some avoid it only during the

period of pollution, untll the 10chla :

stops.

Vegetarlan Foods

Ya.ms Of the vams the most feared
is the sweet potato (Ipomea batatas)
then manioc (Manihot utilissima) and
the Irish petato (Solanum tuberosum).
Sweet potato is also aveided by about
96% Brahamin women in Tamilnadu
during the puerperium, along with
other yams. Most women avoid it for at
least one month, some for the whole of
the lactation period. Yams are said to
produce vayu; some feared fits in the
baby, cramps, diarrhoea or constipa-
tion, or that the milk will become too
thick. The elephant foot yam
{(Amorphophyllus campanulatus), colo-
casia and - the ordinary yam

(Typhonium tribolatum) are not .

avoided, although seme avoid these

400 during the puerperium.

- Pineapple iz avoided by more than
96% of women in Sri Lanka and
Tamilnaduduring pregnancy, through
fear of abortion. Avoidance of pineap-
plehas notbeen found in other parts of
India. Such avoidance is also found in
Malaysia and parts of Indonesia, but
not in Central America where the

pineapple is known to have been cul-
tivated 4000 years ago.

- When abortion s desired Tamilnadu
women recommend that the fruit be
kept outside during the night "to be

. imbued with humidity" and eaten early

in the morning.

It is possible that the sweetness of
the fruit which hides its acidity might
have put some people on guard.

Papaya. The papaw like the pine-
apple, was brought from Central
America by the Spaniadrds to the
Philippines and later introduced to

‘Malaysia and India towards the end of

the 10th century. Avoidance of papaw
istypical ofthe Dravidians. Fewreports
of avoidance are available fron Andra
Pradesh and Sri Lanka, none from
North India. About 80% of Tamilnadu
women but only 22% of the Sinhalese
avoid papaw during pregnancy and
post-partum, until the lochia ceases.

_About 20% avoid papaw at puberty

and dunng subsequent menstruation,

Papaya is considered "heaty"_and a
laxative and therefore an abortifacient.

‘In Tamilnadu it is considered tobe the
cheapest and’ the strongest non-me-

chanical means ofemptying the uterus,
and is used to cure delayed menstrua-
tion. Many eat it during lactatlon, be-
lieving it to be a lactagogue.

Temporary abstention from papaya
is more common in the South t.han in

'Norl;h India.

The association of the papaya with
danger for women suggeste that the
fruit could be an unconcious female
symbol. Its shape and its property of
exuding milk makes the papaya Te-
semble the female breast. Puerto
Ricans call it "lechosa”, the milky one,
and the Portugese, "mamao”, suckling.
Ferro-Luzzi points out that the statue
of Artemis of Ephesusis one of a multi-
breasted woman, resembling a papaya
tree. : '

Mango (Mangifera indica) and jak
fruit (Artocarpus hetarophyllus) are
considered heaty and not eaten during
early pregnancy.
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Nutrition & Heallh
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yang-hot; active, masculine, and yin-
cold, passive, feminine. The latter.con-
trast is repeated in numerous cults
and food crazes now flourishing in the
USA, derived from oriental philoso-
phies.

In South-Asia, the humoral theory

predominates in all forms of medicine,

probably dervied from the teachings of
Susruta (c. 600-500 B.C.) and Caraka
{c. 200 B.C.). According to this theory,
all matter is compoged of the fine
mahabutas, namely akasa (vacuum or
ether), vayu (gas or air), tejas (radiant
energy), ap (liquid or water) and prthivi
(solid or earth substance), The created
world is composed of two distinct
classes, the mobile (animal) and the
immobile (vegetable), each subdivided
into two orders, hot and cold. The body
is composed of three principles or hu-
mours: wind in the form of breath
(vayu), fire in the form of bile (pitta),
and water in the form of phlegm
(kapha). Health and sickness depend
upon the harmony or disharmony of
the three humours. The activity of these
elements can be modified by "heating"
or "cooling” the body. Diet is one of four
factors employed to cope successfully
with disease, the others being pacifi-
cation of the deranged humours, ex-
ternal and internal cleansing, and
conduct of body, speech and mind. Food
should have a composition of the
mahabutas which is favourable to-
wards maintaining the body's equilib-
rium. Ifthe balance is disturbed, it can
be corrected by taking foods or medi-
cines of composition needed to restore
equilibrium for that particular patient
under that particular set of circum-
stances.

Food is therefore clasgified as "hot"
or "cold", with some in between, neu-
tral. A hot food can be balanced by a
celd food. Foods are alsogasproducing,
bile-causing or phlegm-causing. The
main use of the latter labels is in ref-
erence to disease.

There are close parallels between
the humoural system of India and that
of Greece, as taught by Hippocrates (c.
400 B.C)), indicating an exchange of
philosophy between the East and the
West even in the remote past. There

are also beliefs in the "hot-cold" nature
of foods among American Indians as
well as in Malaysia, Philippines and
Vietnam. Were these ideas conceived
by different peoples independent of
each other?

Some Characteristics of the Hot-
Cold Theory

An examination of list of heaty,
cooling and neutral foods point to cer-
tain sensorial characteristics which
differentiate one group from the other:

1. Water Conteni: Water is considered
a cooling agent. Foods with a high
water content would be very "cool
ing", e.g. gourds, spinach.

2. Taste: Drynesswould beinterpreted
a "heat"; also, a burning sensation
produced by spices, e.g. ginger.
Sweetnessis also considered "hot".
So is the sour taste.

3. Colour: Humans have always dis-
tinguished between warm and cold
hues. Red, orange and yellow are

- "warm", black neutral, green, blue
and violet are "cold". Such grading
“corresponds with the physical real
ity, red being at the "hot" end of the
spectrum and blue and violet at the
opposite end.

4. The calorific value of the food. Foods
with a high carbohydrate content
(sugar, honey, bread fruit, yams),
foods high in fat (oils, butter) and
some high-protein foods (animal
foods, pulses) are "heaty".

If foods are judged by the above
criteria, all cultures and all peoples of
one culture should be able to agree on
which foods are "hot" and which "cold”.
But such agreement does not exist,
probablybecauseof varyingimportance
given to contradictory qualities in the
same food. For instance, Tamils in
South India consider sweet fruits to be
"heaty" (due to their sugarcontent ?),
whereas for Tamils in Malaysia all
fruits (with the exception ofthe durian)
are "cooling”, probably on account of
their water content. In Tamilnadu,

acidity, because of its association with
unripeness (lack of sweetness) will
denote "coldness", while Sri Lankans
interpret the burning sensation in the
mouth left by acids food as "heat".
Pineapple, passion fruit, unripe mango,
bilin, tomato are "heaty". Curd is more
heaty than milk.

Green leaves are regarded as "cold"
by many. The tomato, being red and
sour, would be "hot" in Sri Lanka and
Palcistan, while to others (as in Andra
Pradesh) it would be among "cold"
vegetables, probably due to its water
content. '

Rice, maize and wheat should he
"heaty". Due to its colour, brown or red
rice should be more "heaty" than white
rice. In some Sinhala areas, red rice is
neutral and the imported, white rice
"heaty". All pulses should be "heaty".
However, most pulses are neutral or.
mildly heaty, while green gram (due to
its colour) is "cold", cooler than the
lentil, while black gram is hot, even as
hot as meat. Ayurvedic doctors con-
sider brown sugar and juggery to be
heaty, and white sugar cold. Cold wa-
ter is cooling but ice heaty, probably
because of the burning sensation it
leaves on the skin.

In a Maxican community what ap-
pears to be a systematic coding for
differentiating foods as being hot or
cold has been reported. This hypoth-
esis has been tested among two Sinhala
communities. The labels given to many
foods appeared to indicate a system-
atic coding. However, the gystem may
be: sunk so deeply in the common
knowledge that the people themselves
are unaware of it. As in the Maxican
community, a system appears to be
based on the growth history and
preparation history.

Forinstance, cow milkis moderately
cooling, while curd fromitisvery heaty.
Buffalo milk is more cooling than cow
milk, but its curd is less cooling. There
is a difference in the growth history of

the two animals. Thebuffalolikestobe =

inwater whereasthe cowlivesonland.
Water is cooling. When making curd,
milk is boiled (heat added) and fer-

mented. The sweet milk becomes a
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therefore be looked upon as a kmd of
preventive med_lcme

Sctentific considerations

Considering the confusing and con-
tradictory nature of the classification
offoodsinto "hot" and "eold" categories,
the absence of a scientific basis for
such beliefs is not surprising.

A property of food that could lend
support to the hot-cold theory is the
thermic effect of feeding (TEF), some-
timesreferred to asthe specificdynamic
action (SDA). Less than 40% of the
energy in foods is trapped as useful
energy for systhetic reactions, for
pumping substances in and put of cells
and for muscular contraction. Most of
the energy is therefore lost as waste
heat and helps in maintaining body
temperature constant in a changing
environment. TEF, the heat generated
after a meal, has been the sucject of
much research, TEF probably arises
from the increased energy expenditure
in converting dietary components into

body constituents. It could also arise -

from the activation of specific heat-
generating metabolic cycles. The TEF
response depends on the composition
ofthe meal, being high for high-protein
diets. A high-protein diet in cold eli-
mates helps one to keep warm. Such a
dietin warm climate will make one feel
warm and uncomfortable. Therefore,
foods rich in protein may, for this rea-
son, be congidered "heaty", Itishowever
difficult to understand why some
highprotein foods (e.g. green gram) are
considered "cooling". ;

When fed "heaty" foods, subjects on
an experimant complained of a burn-
ing sensation during micturition and
in the eyes. These symptoms in no way
interfered with their normal activities.
Urine was more acid than during the
period when "cooling" foods were fed,
and excretion of sulphur was also
higher. The high sulphur content of
the urine may be the cause of the high
acidity. Nitrogen retention was lower
on "heaty foods” than on "cooling" foods,
although the total nitrogen and energy
content of both diets were similar.

Foods may contain small peptides
that maybe absorbed before hydeolysis
to their constituent aminoe gcids, and
these foreign proteins may induce, in
some individuals, allergic reactions
such as asthma or urticaria. Others
might not be so affected. Some foods
are known to produce allergic reac-
tions in certain sengitive persons, the
effect being attributed to the “heaty"
nature of the food.

A food may contain a chemical that
may dilate capillaries in the skin. The
resulting increase in blood flow to the
gkin could give rise to a sense of
warmth, and such foods may be classi-
fied as being "heaty". Foods containing
chemicals that have the opposite effect
may be considered "cooling”.

The observation that tuberculosis
patients developed some unusual
gymptoms when on a hogspital diet,
that did not develop in other (non-
tubeculosis) petients on the same diet
led to the discovery that a high hista-
mine content may be the cause of
"heatiness” of some varieties of fish.
Among the symptoms observed were
headache, palpitation, erythema,
wheezing, redness of the eyes and diar-
rhoca. The symptoms produced by
histamine are more or less the same.
Isoniazid, a drug given to tuberculosis
patients, inhibits diamine oxidase, an
enzyme that plays a significantrole in
the inactivation of histamine. Skip
jack (katsuwanus pelamis, S. bala)has
the highest concentration of histamine
recorded for any food. Tuberculosis
patients fed skip jack, Kumbalava
(Restrelliger Kanagurara), hurulla
(sardinel sirin) and kelavella (Tuna,
neothumnus macroplerus) develop
untoward sysmptoms and even cerebro-
vascular accidents. The skip jack pro-
tein contains a high concentration of
the amino acid, histidine. On thedeath
of cells lysosomal enzymes liberate
amino acids from cellular proteins.
Bacteria are capable of converting the
histidine to hiStam_ine, and a tem-
perature of about 20°C that abtainsin
fish transported inland assists in the
maximum conversion of histidine to
histamine. A person who might experi-

ence no "heaty" sysmptoris on eating’
skip jack in an area where the fish is -
cought, might react unfavourable to
thesame fish soldinland, say, inKandy.

Removal of the intestimes of fish
before packing in ice for transport
would reduce its toxicity. Persons suf-
fering from atopic diseases like eczema
and bronchial asthma also react unfa-
vourably to ‘skip jack. All four varie-
ties of fish mentioned above are popu-
larly classified as "heaty”, so that any

food with a high histamine content

may be classified as " hot".

A large number of persons eating
these fish do not complain of any unde-
sirable symptoms. There is therefore
no reason for aveidance of such food by
all numbers of the population. Those
who are gengitive could avoid them.

The most common symptom of fish
allergy is untricaria, and about two-
thirds of such patients are allergic to
almost all species of fish. Urticaria is
also a commonm symptom of allergy to
crustaceans and molluscs.

Amaong bananas, the sour plantain
(ambul) is considered "heaty" whereas
anamalu is "cooling” and kelikuttu is
neutral. Ambul and anamalu have high
concentrations of serotonin (5-hydroxy
tryptamine) and are avoided when one
has a diarrhoea. Serotonin hastens
peristalsis. Serotonin as well as other
vase-active amines such as tyramine
and tryptamine oceur in banana,
avacado and pineapple. Some cheeses
and pickled fish contain as mush as 1
to 3 mg tyramine. Some forms of diet -
induced migraine may be due to these
amines. :

No reasons can be given why all
foods listed as being "heaty" should be
considered "hot", if by that term one
refers to one or the other of the specific -
effects listed above. Neither can one
demonstrate a "cooling” effect of all
foods hsted as being "cold".

Ithasbeen suggested thatanalogical
thinking lies at the root of the "hot-
cold" theory. Through association of
ideas the papaw becomes a female
symbol, The fruits is therefore con-
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