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Introduction

Glovann Andrea Cornea, Richard Jolly, and Frances Steweart

the first half of the 1980s many countries liced severe recosion, and
Imbalances, especially on thelr external accounts, and were forced to
et stabilization and adjustment policies. The mujor origin of these
s was worsening in the external envitonment experienced by most
s, with stagnant workd outpur and workd irade, falling commodiny
and high interest rates In some countries, especially in Africa, the
et were compounded by severe drought. An carlier UNICEF study
of Werld Recession an Cheldren— hadd shown deterionnting conditions
dvllllmu resulting from the world recession of 1908082 This study hi
that “the worst was yel to come’.
thepmlunged economic problems during the 1980s, i seemed probable
e canditions of the vulnerable had worsened further, while in many
U appeared that stabilization and adjustment policies were themselves
putiing the nutrition and health of the most valnerabile. UNTCEF thevefore
el & ew study 10 provide detailed evidence of this sitation, in onder 10
op alternative policles which would protect the vulnerable during
b, stabilization, and adjustment,
I the second volume of the study of how the adverse ecanomic develop
i und comsequent stabilization and adjustment policies, experienced by
ity of developing countries {n the 19805, have affected vulnerable
and espectally childeen, The first volume — Adjwitment with u Human
gt the Vidnerable and Promoting Grveth - contabig o general analysis
m:.na all drm'iuntmg conditions for children during the 1905, amd of
ety of economic and other factom an thelr health and welfare, 1o the
evldmcr of widespread deterioraion in health and nutrithon, it presents
tive policies, both domestic and international, designed 1o protect the
sts of the vuloerable during periods of economic decline and adjus-
"" well us to wecelerate growth over the medinm and long wem.
wider o arrive ut these proposals 10 was esential o undescod what had

B Bappening at a country level i particular, how valnerable groups had
i alfected aod the nature and effectiveness of different policies twwards the
herahile during the economic difficulties, UNTCEF therefore commissioned
b eountry studies on the effects of events in the 1980 on vuloerable groups.

s volime containg the 10 country studies, The studies inelude countries




92 Introdui tran

| Il over the world—three from Africa (Botswana, (oi_tgnl. and
!I';:lu‘:mr). three from Asia (the Philippines, South Korea. and Sn Lanka .:1‘
tliree from Latin Amenca (Sao Paulo State it Bragil, Chile, and l’mu';' u':
ane Caribbean country | Jamalca). For each country a common approach has
been adopted: the imitial conditinn are described, the nature ol the ctuuum:f
hocks and changes in policies analysed, and the country's prr(cl)rmu:::r: t;
Letins of economic growth and key child wellire indicators assessed ina oritica
Lashion, ‘ ‘

Despite the commuon arigin of major external problemy myid ‘n;: essinn,
deteriorating commudity prices, high interest rates, ll.td Mounnng 1: t prob-
lems these studies encompass & wide range of experience: the precise rau:‘?
und extent of economic problems vary, as do the policies »dnptlcd ;m-a‘ ':
stubilization and adjustment, and the protection [or neglect) of va :rr;'a ‘: y
groups. The studies do net include either India or China, bmh'n A :
managed largely 1o excape the elfects of the diteriorsting world nwmmmﬂlt“ .
nor major ol producens, whose problems have ‘ll'ﬂl'di"ﬂﬂll mllho:‘g'h“ n' )
severe in recent yeans), nor fully socialist countries. With thew nu:rptd ‘:’t "
wide range of expenence covered means that these siudies uwlu'ulr ws u:“):
ments and policies experienced by most Third World countries in the | 0,
For  summary and analysis of the studies, and the development of alternative
approaches at macTo, mMes, sectoral, and micro levels, the reader should turm
'0':1‘:“:;;(;\‘ wonilel like 10 thank il the authors of this volume for the hard
work ;1|wl creativity they have contributed 10 this whole endeavour. Inim:t:y
caves, the mange and depth of the ariginal analysis have lu_ud to b lim t: "
arder w fir within the limits of the book. The idess contamned in |lth's:' un'u"
reflect the views of the authors—and, 10 an extent, ol .lhc' editorsan ncoft ‘4“ :
pot be taken as representing those of theit respective amnku-w:u. o
UNICEY. In the case of those chaptens puhlhh@ under .UNl(.m s pame,
final revpomsibility fir the views expressed roats with the vditors

. Crisis-proofing the Economy:
he Response of Botswana to Economic Recession and
Drought*

Victona Quann. Mark Cohen, John Mason, and B. N. K gosudinisi

of Boswanu i particulardy important for two reisons. Fist, extensive
were undertaken 1o combat the effects of recession, and especially of
1. Secondly, because Bowana has a comprebensive surveillimee system,
wonclumom can be reached on the effects of these measares. Although
ght 1 not the main fuctor conmdered i the overall cantexe of economi

and mdebiednes, the effects of drought are comparable 10 those of
son, and much can be learned from the compensatory programmes ot
ghi. To a considerable exvent, the experience i Botswana v relevant
thar could be taken i ather counires

Alier briefly reviewing development isues in Botswana sinee independence
1), the economic shocks thin Boswana suffered during the 1980s are
ihed | Part 111 The substanual loss of revenue from the sale of diamonds
tied the cconomy i 1981 /B2, and measures were taken 1 protect foreign
reserves, il 1o cushion the effecr on the poor. Mare senoms and

my, the severe drought from 198182 w 198586 both reduced
food supplies wnd exacerbated the poverty of moch of the rural
1 The food distribution and meome generanng public works pros
whime implementation imcreased i scope and effectiveness durng
ove of the 1980x, are described i some detal in Part IV There w reason
thit these measures contamed the coms, Widespread famine did non

"

s an activily ol the Jont UNTORF Cornell Nutrttsonal Sueveillance Proscrmmms
: wined Southern Afscn. The wiews exproessed wee s of e anthoies st do it mecessarily
e prodley of the grmermment of Banwana o UNICES
s i e vent wre (e svaililile (0 e muthors o Mas TUIC Thiy 00 il
Ruswrrment satistheon anl are salipes o ievisiom.
- T withoos ace gonteful for the cooperntion of e guvernoen of Botswa
b thaks wtuaely, i grnttibar o B Gaakathe, Ko Marimben 1 G Maremi ), Wik, wel
by ey of Finapor 1| G Movermme and K. Gacehamoms (Ministry of Agncnliu |
ol Dvackopiment G‘:ﬂ. ohlvwa:vuny “:—“:.-d m'm Uﬂ'l‘(l.:;
UL o ‘ " iverity of winl S "
ekey Programne Officer, who greatly Gooilivand Gus guaper thasigh bes gusdans amd supgees
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i Quirer, Coken, Muson, and Kguiidinti

accur. The provalence of child malnutrition incremsed, bt very probably lr'u
thian it would atherwise hive done and appeared 1o all to around prr-«lu:::( Jl
Jevels in 1085, Finally, the attention wo surveillanee in Botswina (deserihed in

' ; wew i conmderable amount
Part V. meant that the Botswana goverument ks

of whar was happening, and was able 1o modify ibs prrogrammes ac cordinyly.

I Development policies
The population of Botswana was e
per cent of the population are furs

fives 1 the enstern aren of the country, where arable agriculre is feasble

Much of the country s and, with the spane popilation lurgely dependent on

raming hivestock, Same G- 70,000 howseholds own land, more or less suital

for growing crops | Table 1) Crop

been inadeguate for crop production. . ‘
A luminnllmml feature of Boswi is that overall food producnion, and th

avatlability of Land sultable for rainfed crops. i lar bews than adequane for t
population it must support Even in drought-free yeam, some 60 per vent o

the overall staple food supply must be imported. The present population of

Botswana can only survive because of other sources of forcign exchange whicl
fmanee cereal mpors.

Hotswana became Independent in 1966, and was then among the le

developed countries in Africa. Per capits income was around $30 per yea

and the ecomonmy was highly dependent an the production and sale of cattle

At this time, over 20 per cent of the population weee dependent on food
During the first years of independence { around 1966-73) government actvit
centred arountd four ohjectives. Fint, achieving budgetary independence fi

the United Kingdom; second, constructing infrastructure, u'lu‘ml- and health
facilithes. ancd nedministrative Guilities: third. developing the agriculiural secton

and tourth (s 1 turned out, coucial | encouraging the development c_ul nd st
and mining. These policies were mu_ml‘ul i generanng econom g
GDP grew at 105 per cent per vear in real (e from
and was over $900 per capita in 1982,

I Agrieultural sector

Within the agricultural sector, livestock was the mam source of growth, Givel

i isience of a large sta
the relatively abundant grazing areas and the exmence §
abibatoir with established marketing channely, consderahle potential exi

pedon of the national berd. Partly due 10 the gonerally favor
m‘r;mm::luw Tate 19606 and 1970x and the negotation of an imy

stimated as 115 million i 1986, Over 80/
I and the majority of these are dependent

on agneulture for their livelibood. although the agricultural .-n'mr pocounts
for only #.5 per cent of GDP (1982/83). The vas majority of the population

vields are not ouly low, bur exoremely
variahle. In two oul of every five years, an average. the amount of rmnfall ax

1974775 10 1980/81

I Bataoams 5

INLE L L Estimates velated to agrocstural production, 1990 1994

10 1w 1982 (AR (R

Honaseholdds with land 0240 70800 FLO00 w0900 39,180
Houseliolds planting O3, 705 GO0 57000 48200 51200
Huimeholds 'umﬂmm SMA000 57505 Q5400 11,230 19040
As T o hoiseholds planting 43 He " y ] 57
Basie crop production (1) B0 SONT 1730 14425 6995
Aren planted (000 by 200 29 193 229 202
Aren harvestod (000 ha) 205 210 (i ) L7
Average production (kg/ha 167 1 m 6l i3
Fatimated value of crop 1495  1wEs  soz 108 2.01
uduced (1 million )
imated Income from cropn 227 275 1 LA 39

3 per planting howehokl (P
Number of cantle (000) QUIT 2967 2979 2818 2685

: Nuttiber of wrmllrock (000) THy il 7% aan 1057
Cantle bieth rate () Mz SRR S 523 a6
Cande death eare (7)) 22 11 15.2 6.1 o
Cantde offtake () 78 RO B 104 115

Average cuttle lveweight per 406 M 400 S0 na
head ar BMO* abbarotr (ky)

Freehold farm employment 4500 AH00 4200 A0 5400
Family labour w agriculiure 106,700 188,400 165,000 139,000 139,300
Labour hired in agricnlture GO200 74700 S2I00 47,550 46,650
Total labour engaged 250000 267900 219500 101 050 101,550
Cereal food aid per K} i 1 4" Y]
henchciary (kg)

b Roral Dievelopment Counell |10,
‘ Meat Corguaration

i with the EEC, both the vize of the herd and revenue from siles grew
filly throughour the hrs 15 years of mdependence. However. the benefits
th acerued mainly w a few large cattle owners. By 1974/75, 50 per cent
e national herd was owned by 5 per cent of the rural population.
to the poor soils and the limited and ervatic rainfall patterns, the
wtial growth from dry-land agriculiure is limited. Even during relatively
the average yield per hectare from drvelund agriculture is less than
logrrss, and i drought years the average yield per hectare planted is
helow 30 kilograms per hectare. While there exists some potential for
e agriculture in both the northern and eastern border aress, until recently
it wis prohibitive given the government’s fimancial resources. The poten-
for increasing wial yield by expanding the hectarage under dry-land
thon was limited by the lack of surface water and the skewed distribution
e Otherwise fertile land could not be utilized becanse it lucked adequate

:
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wer Tor livestock and domestic we, Despite the extremely h‘m p;m;:hodll‘u
B i , fewer than ha e
ann | ¢ square kilometre, . ;
Hensity in Bowwana (L8 penons pe ; e
rural :mlmhuhh felt they i sufficient land, while over ) per cen
constrained by their lack of oxen for ploughing

i has relied primarily on mining and cattle-raising to achieve rapid
CHnomic growth. However, given that few jobs are created, the direct

‘ ol mining 1o individual Babswina are amall. Despive the B thi
The conribution of the agrie ultural sector w GDP declined very subs rrently accounts for nearly hall of GDP and two-thirds of export

i fative terms, and less bae sill sigmibeantly in "““'"“. ", Ale sector employs less thisn 7500 workers— less than 7 per cent of
o W i aluate due 1o the effects of drought . 1t is very Moved in the Tormal sector, and 1.5 per cent ol the entire potential
.‘l.clum:‘: ‘\:::h'u‘-|:1c'|r:.t‘l:a;;?i:w:u-r i tevenue from mining, both overdl we. Similurly, the raising uf. livnlo:'k'n' land: and uphuldﬁmﬁivc.
.I(l:(:l' s'u :hhn and the availability of income thint could be redistributed inté the hiring of i Tew herd boys at very low wages creates lile

I m'wu would have suffered very badly. et
o inployment Policy Unit of the Ministry of Finance estimated that in
[0 total potential lubour force of 460,000, approximately 97.000 were
i the formal sector, an additional 35,000 were employed in the
sector in domestic service, penodic precework, and small informal
and 42,000 were employed abroad, mostly i South Africa. OF the
N entimated to be engaged in traditonal agriculture, it wits estumaced
A0 were ‘redundant” in that ther labour made litde it any contribution
il onrpur 1o addinon, 32,000 were unemployed and 110,000 were
pally inucuve. In other words, over 40 per cent of the potential labour
ps either onin of work, economically macove, or redundant.

2 Muang

i1
\ ' ' : fiamonds Jed to rapid growth o
; Jiscovery of theee tich saurces ol d ' |
:?::::m wru:: ity the 19705 and early 1980« Fhas sue Tllﬂ: lh‘r :k\;;h;;;‘n:n
| i Mich suarted in the late !
capper/nickel mining and smelting. whic b ‘
.I.n'n'n‘l'lll"u considerable revenue before the fall of copper am!'m« ::l 'mt:;: 2,
\ ' ' h was primarily the res
The high mte of overall economic Rrowt ‘ \ .
tn[Ld rqrmmm of the mining indastry in Botswana, 'p):;:'m ula::yi :‘I;: :l,:x:.':m
; : a third of GDP, two-th
i Mining currently accounts for a1 o- |
::::np :lml :lmmc el ol government revenue. '1: a;ddum:, lh:.; ah:::ll:’
: ing i hias provided a major stim
{ the mining industry in Botswann ' T
::::::'lr :'('tﬂﬂ within the economy by creatng a demand for "f"""f;f;' rlc~.1 :'l:('tl
and water, retail trade, hotels, Husines MTVIOES aml‘luuhnr. 3 ::..::(d r
‘ i weih alo |
p cavily on the diamond indusiry, and gre A
‘I'::i.l ‘1':2':::;:' of the collapse of demand lor diamonds on the wurhl;imuk )
iy |:Ju:em'{ this problem was overcome. The opening of the |:~'.n‘...n;::; :
mine at Jwanenyg increased Botswana's quota of dunmm'l 'u . ' A” |
sharp increases in the value ol producnon in 1OB2/83 (221 per cen

1083/84 (311 per cent).

pocerny

i o the 1981 census, 47 and 36 per cent of the wial population was,
ly, oo agneultural arable; and catdesrmsing land. Most families
(et income from multiple sources, About 33 per cent of rural houses
7 at Jeast some income from arable agnculiure, 45 per cent from
and/or wading cartle, and 30 per cent from informal employment in
. Crops provide only 6 per cent of wtal rural income, so income loss
e of drought s probably due more o relased changes in employmen
ities and the impact on hvestock rearng thinm o the decline i arable
re. Bearmg in onnd that m son-<drought years more than hall the
3 Manufacturing psmmed 1 unpur;:vd. lhr. \-ulmv'mhilby 10 loss of crops 1 nowhere llfl:
The manifacturing sector ol the economy w dominated by ll\:d Bﬁh\:.llm .\|| ' ' :ﬁ :!:,I:::t‘ln\ ;::'Pﬂm(::::‘::' [: ounimes, where most icome lor rorm
4 m the wc »

Carporation, ‘wlm-h accounts for ;lm:: :;fm"h‘: :;:‘g“;?‘:i‘:smrl- With 1 Msholds with below average income varm only about 15 per cem of their
Growth in this sector his lllmfm"‘ "";m his grown at a slightly laster rag W from the production of crops and livestock, on average. Among the
exception of 1979/80, the ,m-d‘::::“:" share of GDP from 5.5 per cony il M 10 per cent of households, 70 per cent of their income was in kind and
ihan the «w_e;all nu;-:r::r\n ::‘lmmmully {arger GDP 10 years later. "(Mcv ) per cent in cash, with the MM important sources ol income beng
1973/74 10 6.7 per ¢ link with Hvestock, the rate of growth has been errat i from ather households or family mrft:hrn living apart from the
becanwe ol the strong llcd 4 by 75 per cent in the 1978/79 fiscal yen ehold 25 per cent ), hunting and gathening (22 per cent ), and employment
For example, w’nluc ud m:wm! ] ;all" as i result of the drought, b L per cont ). Agriculture contribated only 13 per cent of the total hausehold

h“e:“mrufﬂwmcmﬁ"':';”m:‘:“‘m rebullt thett berds. Only wmong the higher income groups does agricalture, and in
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e impores continued w nse, following the economic boom in the private
or brought on by conmruction of the new Jwaneng diamond mine. A large
mde deficit developed, and foreign rewerves were rapidly depleted, falling 261
lon putas in mid 1981 10 198 million pulas in March 1982
While the remaining foreign reserves would have sufficed until the end of
e year, the government ook action in March 1982 —in the beliel that if it
yed making sdjustments, then the veqquired adjustment would be larger
§ more distuptive 1o the cconomy, with a more detrimental impact on the
fare of the populaton. Given the high import content of basic consumes
ds and medical supplies, the government was concerned about the effects
nereasing foreign debt and foreign exchange scarcity on i ability to protect
rable groups. I foreign reserves and government revenue had been
epleted, the government would have been forced into s cut-backs in relief
d development programmes.
w protect the level of foreign reserves, the government drew down a
wusly negotiated Earodallar loan and adopted several measires almed a1
g the drain on foreign reserves by either reducing the shori-term
sand for imports or inducing importers and exporters 10 borrow abroad
picad of locally. [n order to hold down cotumer demand, wages were frozen,
he local currency wis devalued by 10 per cent, and o sales tax was imposed
g number of noreesential goods. At the same tme, the government
unced it intention to cut both capital and current expenditure, To reduce
pmercial demand and encourage short-term capital inflows, interest rates
il the respuired rate of liquidity of commercial banks were inereased
The government chose not to wtempt 1o protect foreign reserves by masive
s borrowing as it feared that the scoumulation of & large foreign debt
lead 1o werions problems in the e i the diamond market did oot
pover, Similarly, the government decided not o tghten exchange controls,
i dich it adopt import lieensing procedures, or crvdis rationing, as it was et
i these would discourage future investments in Botewana. While interest

ow were raised, credit was not rationed 1 ensure that small borrowers would
Il bave acces 1o borrowed capital,

particulir livesiock, make a substantial conribunon 1o household incon
levels.

6 Econom rulnerability

entaved the highest rate of growth ol l“. non-oil exporti

?::::l:t:: lt::ugluj‘rm the 19705 and early 1980x. However, like ll.u-uil rx:;:m; '
countries, 1ty growth is highly dependent on nu'- export of pue cut:lmnl ", -
is therefore extremely vulnerahle to changes in the demand - \nim:‘ \:
that commudity (diamonds). In addition, the u.mnl eeonmy s continug
exposed 10 the risk ol drought, large-scale hush-fires, livestock rpldrmolc:. ¢ '
discanes, and the clsure of foreign markems for livestock of removal by

G itfal Hport quotas, | | .
E’i:u:.:n!:l:"i:npulthru'l::hq\-ulncmbk o events in the Rrpublfc' ol 5(;!:
Africa. Economically, Botsw s is highly dependent " Somth Africa, :n:
rapid raves of growth would ot have been possible in the almener ¢ n‘;:.
wade links with South Africa. These links llufr mah'lﬂi &uw.um“ln_m - ,
on massive investment projeots withous causing rapid rates ol in M‘A".:'l
example, in developing the wtineral sector, Botswana was able qui ":
c:pand the comstruction industry by drawing on resoaurees uullnhlc: i Sou
Africa. From 1979 w 1984, hetween 78 amd 87 per cent of Bolswani s i
came from South African suppliers, while 610 19 per cont of its exparts wen
sold 10 South Africa. Morrover. i high proportion of Botswana foreign e
with uther countries uses South African yail amd port facilities o

Beyond the direct economic impact which a breakdown in rade w.q ;‘m |
Adrica wouild have on the economy of Botwana, political nsability u:’ o
Afryca has # tendency to spill over the horder in the form of v.dngm ;n . ,:j p
bonder strikes. The increased polineal sostability in e region his fore !
government of Botswana o increase ity expenditures on 'drlrncr. mu;n
security, and care ol refugees, while dimninishing potential revenue {1
additional external investenis in Bowwana.

m MM--&MW of the economy to the government adjustment policies
adjustment policies were very sucoessful in increasing foreign exchange

' swhich rose from 198 million pulas in March o an all time bigh of
emillion pabas o May 1902, mostly a5 & result of dhort-term capital move-
e s 0 result of the inerease in dnterest rates, it wis s expensive 1o
i South Africa than in Botswana. The reserves remained above 300

b The lons of diamond sales, i< 1981 o d- IRE

s 1o mid<1981 De Beers win forced o impose sale quatas §

Si.iln.:::i ::::m ers in order 1o mamtain the pricing struciure ol the d!m; ,
market i the face of declinmg demand, particularly for the haghor prved g Lt A Nl B The re e o 00
bt alsos fior lowee valur wdustrial grade diamonds. Botswana «he P ve rest of the year, partly because of o Al eagilia
st | theretore had 10 stonckpile diamonds. Avone ¥ I buit also because of the reduction in the d sl e Impsets chie 80
o tate 19 P‘dﬂd""" .:‘!ﬁ;. Botswana was unable w market any duam f uation of the puls, the wage freeze, und the slower rate of increase of
= "‘“‘w‘m‘ .:l"dl;" Ymuulht. This lerd 1o @ sharp decrease 10 gove ermen spending While expons increased o) 3o Sy
:n:m and ﬁm?emm vamnimg. Exports fell by 20 per cent n 19 12 hiie 10 the opening of the Jwaneng diamond mine, imporis weee kept to

"
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thetr 1981 level in money terms, and therefore fell i real werms, By 1983 w0 the Mi * x e
trade deficit was eliminated, and in 1984 there was o large surplus, ’ ' p iy ity of Agriculture, in 1989 of the B2,000 tradithonal
The dismond:-demand crisis was shoet fived. While the value of dismoll i farmn, F0.250 (85,7 per cent) produced no crops while an pdditional
exported during the sccond half of 1981 decreased by almost twosthirds weholds (9.6 per cent) harvested less thin 250 kilograms in wtal.
cent ol the tradinonal farms harvested un amount equal or greaser

comparnon with the previows year, the export value mereased during 0 kil .
second half of 1982 due 10 ereased production—and w substantially high ( 4:.gnmu, whlrl3 w eomsidered o be l»lw minimal amount saflicient
sales quota—as a result of the opening of the Jwaneng mine. At current pric typu;l houschold's food needs. The estimated income per teaditiona)
reveniue fram the mining sector increased from 130 mallion pulas in 19680 pEble """“,"'""' in 1983 wax only 290 pulas, equivalent to the
10 286 million in 1982/83 and 403 million in 1983/84 Luadlind h) working on labour-based relief projecis fon |‘l (hl)‘l. Pro-
The measures adopred delayed the emergence of an economic boom , n 1984 werr roughly the same. The production levels were
response 10 the development of the new diamond mine. 1t s difficalt to ko k " wn""h‘fl"" 4.6 per cent of the traditional faems harvesting
whether or not the delay vesulted i less growth i the long ron. In any ca ¥ "ngnmu, while 83.3 per cent harvested less than 250 kilograms or
with the end of the crisi, the sconnmy grew ar an exceptionally high rat ' ':m o
23,6 per cent during 1982783 and 194 per cent during 1963/84, Mot of ; ot e sulmtannal decrewse in income ‘fmm crop production,
burden of the stabilization measures fell o the betteroff urban groups ;ufuuq-nn the rural diwiricrs hiave alwo declined substantially, with
had therr wages fracen and found 1 more expensive and difficalt to o Mling by 36 per cont from 1981 10 1962 and the numbers involved in
credin, " decreasing by 26 per cent. Poorer households whe out of necewity
In retrospect, it appeans that with the Jwaneng mine scheduled 10 open o 16 rely on tpugl and informal employment have been particularly
fess than a year and the still sizeable fimancial reserves, Botewana could b Wy the reduction in rural employment opportunities.
chosen to delay the adaption of its adjustment measures or could have ade R producen, especially the smaller ones, have alio suffered greatly
fews wirrmgent messures, However, in the early months of 1982 there was | '. "" ol ""”‘ current .dr‘uuulu Among owners with less than 10 head
guarantee that (a) the Jwaneng mine would open on schedule, (&) tha o Y '9‘;;"":4 m""ﬂlll). rate w estimated o have mcroased from 30
wpeculative demand for the large gem diamonds would recover, and/or § ;'ln l:‘. : per cent in 1983, againsr an average for all herds of 17
that individual producers would not try to sell outside of the Central Sak o » ;_' wme slaughter abo wend 0 be greater in the smullett
Organization, brnging about & collapse of the market, By adopring siring Bh indicate off-take due to distress
adjustment measures while the ccomomy was still healthy, the governn s of the drought om overall food availability is shown in Tuble 1.2
minimized the potential comsequences of any of these events,

! Botvvanu 11
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2 Drowght, moad-1982 In the present 10 190 1962 1983 ja jens

Drvought is a Gact of life in Botswana. In the best of times the country receiy
only marginal rainfull and experiences a crop lailure in two out of every |
years. The country b now entering i fifth year of droughe, first declared
July 1982 only nine months alter the 197980 drought had officially endd
The present drought ranks as one of the most severe in hisory, being only 2

second drought in 65 years which has lasted for 5 consecutive yean. Given o " 1t 136 1 163 158 166

(000 1) 0,300 M0 15500 12980 6050 20,000
(006 1) D288 79425 110,020 1750000 150 000" 20,0000
ANLIDOO Y 13462 M8 4906 M.278 31,2370 53,0000
1000 1) PADSBI 120285 120,520 1659500 164,080 1952004

growth in both human and livestock population and the scarcity of un ' 15 I 3 M 30 "0
grieing land, the socioeconomic comequences are particularly severe. ' ® 2 . i - I
The endemic drought situation is by lar the most critical development & . 2

facing Botswana today Deought has seriously eroded the steucture of the rl e oo Ministry of Fissance and Developoment Planning  (0t%e
peonomy wnd as o result a significant number of rural howscholds, partic ‘ " i oacs

the small and resource-poor, have lost sizeable portions of their incomes
production assets. This places them and the nathon as 4 whole in an extreme

precarions position. b L1 In the 1979780 and 198081 cropping seasons, near-normal

o o foodd erops wis obtained, around 40-50,000 metnic tonnes after



12 Qwirm, Cohen, Masan, and K gwidintsi I Buisiaie 3

Hor seed waste, ete. Production dropped very substantially in 1982,
1985, and reached b lowest paint in 1984, when only around 10
pent of normal cereal production was Narvested, Current estintes for
e o sround 20,000 tons, anid about the same was expected for 1986
lability declined with lowered imports in 1981 presamably die 1o
exchange constrmimts ) and although imports rose (o 1980 fevels in 1902,
0 availability reached s nwvest point dutring this year. Fod aid was
oufarly low in 1982, but bidlt up apidly b 1983 o 1985, By 1983,
greatly increwsed imports Tincluding food wid) | food availability had

o (] Trends w food availabbity s 88! .

80,000 wed 1o 1980 Tevels on average, amd rose further by 19085 There wis
* A bt period Toom 1981 10 1983, as fiest commercial imports and then food
g | WP respomse 1o the droughic.
—————— — - e . ) ; - -
0% 1w 10682 1063 1904 overall figures give little indication of the disteibation of weees 1o

ptbculardy i rural areas T potable CTable 11 that the number of
M Barvesting droppod o as Tow as 29 per cont of thse planting by
Among the poorest, loses of livestock may have had & more important
00 income Joss than crop Didlure, No date an this are available, bt
nomind that the contribution of livestock o income even in non-
years 8 much greater than thay of crops, it s arguable thiat the
tion of reliel programmes (o replacing income shoukd be judged in
10 the sum of livestock, crop, and emplovment effecis

Fide indicares thut there is some relationship between the drought and
1ol the maluutrition. The decline in crop production isell s nom
y the direct cause of mnlnutrition bt it can be used as 4 convestien
of the sevenity of the drought

”[ 61 Trends i child malnutrtion, 1U80-55 (July prevalunce)
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nuatory programmes in response to the drought

r (0) Relationship between malnutrinion and crop prodwction owatl frameivork

1064 ment’s ability o respond Tnancially contributed 1o the suecess of
' response during the current drought, but a major fhetor wis the
hont tstitutional set-up which was established in response o probilems
phped in cartier drought relief sctivities. One ol the key actors involved
ught Relic! Programme is the Early Warmning Technical Committes
« which i responsible for monitoring drought and s effects on the
i popalation within the country. The EWTC report their findings on
I condivons 10 the Toter-Ministerial Drought Commitiee [IMDC
w-mdmnlu all drought relief ncuvities in the countey, including the
ol funds, Another key body is the Food Resairees Department,
vharge of the scquisition, processing, and distribution of food relief
LUTTTHEN

he IMDC meets on o regular basis during drought periody und less
tly during nonsdrought vears. Both the EWTC and the IMDO are
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chaired by members of the Rural Development Uit of the Minksury of Finune
and Development Planming, and this helps 1o facilitate the communicatia
and co-ordination of reliel efforis. The IMDC reports directly 1o the Ru
Development Counell which is chaired by the Vier President wud oversees
rural development activites. District amd village development committe

which were established in order 1o facilitate local input ints the determinatio
of development strategies at the local level are alio used 10 help plan
implement drought relief efforn

I wssstance tn arable jarmers 10 merease their ability W regain pro.

1 of the condition of hpestock.

activinies of the Droughs Reliel Programme are m three major categ-
@ “human vebiel”, “human warer relief”, and “agricultaral relief”
wrammes are 2escribed i demail below

velief programmes

tary feeding programmes Since independence, the ot
ment has provided food supplements 10 populanen groups
il 1o be expecially valnerable to periods of mutninonal siress: these include
iy school children, medically selected childien under five years of age,
ant and lactating women, and tuberculoss patients, In addivon 10
thing vulnerable groups i noosdrought yeans, the ungoing programme
the government with a food distrbution system which can be quickly
e 1o include additional categonies when necessary
to the current drought, the government expanded the wp-
d leeding programme by introducing blanket coverage of all vul-
gronps in the rural areas. This resalted in the following changes being
W the food distribution programme:

2 lentifving the owinerahle groaps

The Botswama government his used the data inputs of the early wirnin
information system to identify who and where the musi severely alfect
population groups are. These include

1. Batswana, and in particular children under five, who live in remote ares
on cattleposts, of in small villages, tend to be the most huynlv At
mutritionally by drought, due to the reduction in the availability of
nuts. fraits, and vegetables, and reductions in the supply of milk and cro
production "

2. Small-scale arable farmers, who even in good vears depend heavily o
nou-agricultural sources of income 1o meet their basic nmh..lm:mnr
maore dependent on other sources ol income during drotghis, while at the san
time the avallability of such alternative sources of income mlm:ml

3. During prolonged droughts, houscholds with cattle herds of lews |‘lum ,
head tend to experience high rates of mortulity in their herds l.n gtlllatum
yeducing the capital sssets of the household, the To of cattle diminishes
household's ability successfully 1o engige in arable agriculture

Medical selection win dropped in rural and peri-urhan areas, thereby
eligibility for supplementary feeding to all under-5s living outade
i areas and attending health Geilities

e School Feeding Programme was extended o provide take-hame
At weekends and holidays, in vurl and peri-rural areas

additional groups were selected for supplementary feeding children
the ages of 5 and 10 who are not attending sehool, and individaals
§ by their communities as having to means of support as a result of
" g (subsequently classitied as group B destitutes )

: ol (group A) destitutes whose needs in non-trought years were
Pensibility of District Councils

" eusion of the Supplementary Feeding Programme 1o Remote Area
B (RADs) who are particularly susceptible 1o the adverse effects of

Given these considerations, the IMDC plis and cosordinates a broad t
Drought Reliel Programme aimed at alleviating the loss of carnings, the ke
of aceess to food, and the loss of anets, among the most valnerable. Bowana'
Drought Reliel Programme his been designed 10 encompass the following
ahjer tives:

|, Supplementation of food wpplics as a preventive measure (o reduce
incidence of, and forestall rises in, malnutrition among those groups consid
at high visk, N
2 Rehabilitation of severely malnwwrished chaldren through direct on-site frodi
at health facilities '
S, Creation of vural employment ofportunities i1 order 10 compensate in part §
the los of agriculiural income due to drought ' ‘ '
4. Provisian of water supplies Tor human consumption and inancial ssstane
fior frmers’ groups interested in developing communal waier sources for ca

supplementary food rations were increased for all valnerable groups

ADs ration has been set so as 10 AL the dally energy and protein
et of an adult. In contrast, both the school ration and the sup-

ption provide approximately o thivd of adult nutritional needs

Miscourage rural Lamilies from migrating w0 arban areas during 1he
gl snedical selection was maintained ar health Geilities in urbsan areas,
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Tawes 1.8 Numbers of benefciaries por rulnerable group, 198219806 y improved the health care given 10 individual children buy has alo
T T T pp— 1 the coverage and effectvenes of the numnonal surverllance system
- . ' ‘ o > ionng the effects of drought and the efficacy of the Drought Relict
School atienders 100,408 19N 200570 257910 256,79 mme. In addinon, more mothers than ever before are attending
p“..ﬂu..l;hium G000 H.000 179000 180,000 170,008 | and child boahth clinies and gaining exposure 1o health education
f 43,000 21, ' - P
(‘ST(‘D" "a " 4,000 8O0 H1 (KN -
‘ , : 0000 o0 |
Lactating mothers OO0 K000 4000 : = o
'.,m.u'm wotnen "a na 29,000 22,000 |9.0K8 Direct feeding 1'lic primary objecuve of direct feeding s the nutnitional
“Tuberculosis panenn £O00 8000 10000 13000 1108 fitation of mutnourished children by onssite feeding of specially prepared
Destitutos n.ia 26,065 04 BSI 70K wt health facilives and other desgnated sites 1 remote areas. I a
gmup: 25:;27 47050 SN Mlitation programme s 10 be effecnive, 1t w important that children
2 "'“!’.m dwellers (RADS " L - 20000 20000 19,0 small, frequent meals throughout the day, Therelore, the feeding of
l"“-:“hllnn OO0 0000 140 ueished children was inended © be a daily activity in which several

Seners: Fesoul Resenutces Department and Kursl Dhrrehopmoent Lnu

while urban school anendern and those I recovery zones were

shool davs.

With the exception of the School Ferding Programme, which is the res .
bility of the Ministry of Education, and tood distribution to RADs, whick
carried out by the Remote Area Development L nit, the drought reliel
distributed through the Food Resources Departimen
Government and Lands, using the 600 public schools and 575 primary hes
care lacilities in addivon w 175 mobile health stops as Tood distribunion pe
The existence of an extensive network of distribution sites provides Bow
with an invaluable base for the expansion of the regular feeding progra
in rexponse to deonghy. Despite the ruggednes, vastnes, dn
# large part of the country, the Food Resource Department bax been suces
i solvitg most of the logmtical problems en ountered during the early o
ol the drought in the transpartation, slorige, o distribution of food 10 €

and schools

As Table 1.4 shows, the numbers of beneliciuries receiving food ranonsl
yegan in 198278

increased sharply sice the drought leeding programine |
pumber of infants and children under 10 covered rose by 200,000 from § i achieved only moderate succes

1o 1985, or over 60 per cont, The inerease i puartly

1 of the Minisry of Lay

a reflection of the e
impoverishment of the riral population ax the drought contmues o kit
it reflects the imcreasing ability of the Food Resoarces Unit 1o dismbute

quantities of food (o v alnerable groups throughout the country

One of the wmntended benefits of the drought feeding programme has B
(e dramanc increase in attendance of vulnerable groups ar health lacill
because of the free food being distributed. Attendiance of under-bs at b
fucitities has nearly quadrupled since the start of the droughn, rsmg fre
manthly average of 40,000 in PO 1o bt DHLOO0 bn 1985, this plﬂ‘m' . W
improvement of immunization coverage and nutritional asessment. T et by sillagers. Projects are required 10 be labour intensive and

1 innccessibiling

als providing a day’s nutmitonal regquirements were given to the
nix a1 1the feeding sie

o children selected for direct feeding are divided into two groaps: the

ted only X0 milk group and the vegular feeding group. The DISCO milk group

children with weights for age of 80 per cent o les of the Gomez
4 Harvard reference population |, wha are theeelore considered 1o be
iy malnourshied. Less than | per cent of children in Botswana [all ino
gory. The regular feeding group which currently serves an average of
whildren daily, consists of those children with weighis lor age of B0 per
lows of the Harvard standard, as well as children Galing 10 show
e growth for three comsecitive months

mately, the effectiveness of the Direct Feeding Programme has been
problems of screening. Muny of the childeen in the direct feeding
not currently malnourshed, rther they are stunted children whe
e healthy. Second, mothers, particularly in households in which
i abwent, do not have the time 1o bring their children in daily . This
particularly serious for mothers who participate in the Labour-
’ el Programme or depend on casual employment apportumnities.
therefore reasan 10 be concemed that the programme may not be
many of the most valnerable chilldren, and thar for these reasons i

¥

o 4 relief 1'he Labour-hused Relie! Programme (LBRP
phicctives. Finst, 1o compensate for the reduction in sural incomes
foght, by providing employment opportunities for the able-bodied
By constructing soclally useful and productive infrastructure, e
BE ali 1o increase the income carming potential of the villige

13 s are selected inttially by Village Development Comumittees
sl commmiitter of the IMDC then belps o soreen and approve the
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Tanue L4 Percentage of tneome from crop failure rveplaced by Labowr-based Rek
Programme, 198)- 1985

s contribution of LBR P o investing in socinlly useful and productive
ructure is also significant. For example, in 1984 projects were accepted
Wil and upgrade 15,200 kilometres of roads, 12 ainstrips, 220 dams for
ek water, 112 village meeting houses, and 452 pit latrines. Other uctivi-

| 4

ol 1902 (RN 1984 1985

qul I f"u::'i(:v“;:“:;i'lliuun: ::',f:n Z“;':: z::g: '.;;’3;5 ‘:g' : Ieluded clearing land and planting community gardens. While not all of
Endeisii bkt (F 95% 0487 1148 1513 14400 sects have been successfully completed, the government has improved
Income replaced (P) 012 |.B7 $.A45 490 544 | of productivity on the projects over the past vear by introducing

LBR P wages as *, of income lost 0% 19% %% 2% 170 Weal officens

Sownr: Rural Dewedapment Unit, Mimwtry of Fnaner
¢ Estimate.

: of the human relief programmes During 586, about
b cent of Botswana's population was recoiving some type of food rebef
The government’s contribution w the food reliel programme was
y 12 pulas per beneficiary per year. 10 the donor’s food aid contribution
8211 million (369 million pulas) s added, then the average cost per
ry in 1985 /86 was 66 pulas.

utilize simple hand tools. Once approved, the responsibility lor carrving o
project fiulls on the Food Resources Department. In order not 1o detract |
esential ugricultural activities, the LBRP is vuspended for severul weeks d
the planting season 1o allow workers to wark in their own fields. For a v
of reasons, LBRP workers are paid in cash (nstead of in kind ).

In 198586, the LBRP provided approximately 70,000 temporary
places. Aciording 1o the government, the number of workplaces created

e 1.5 Euimated voerage of eligible vulnerable groups in Drought Feeding
e, [O85 (86

almost eqpuivilent to the number of workplices lost in the rural economy & ‘::4:::‘!:: :,l:u:;:;.ml l::i ;:rm""m."‘
result of the drought During the 198586 drought year, worken on the LB - g -
(0-5 yean) LHO, 000 218 000 u

were paid 2 pulis a day, which, while only two-thirds of the national min " .
wage, was roughly equivalent to the salary earned by maids and secs e jor lactiting 76.000 19 158000 48-64

guards in urban areas and comiderabily more than cattle herders ca 510 years not in

the cattle-posts. For the 198687 drought programme. the wage wan ran 15,000 InY i,
2,25 pulms. Becaune the wage wis considerably higher than the opporta ) whool chuidren 258,000 223, 0t 1
cout of labour in a drought year. the supply of able-bodied workers de ling of severely

thed (DISOCO 2508y 2,160 100

emplovment has consistently exceeded the number of available LHRP jo
The available workplaces were therefore supposed 10 be rotared among th il estimated flom 1908 population progecoons pha assumpoon oue all 0 rwos
desiring employment. W woenen "‘ " 9 - Pragsas q‘::‘";:.:‘(‘:}:‘:llh Ty

The contribution that the LBRP has made 10 replacing rural income | ot ""'::,_;“l‘::;.r,":,‘;"" Plansing (1988¢) (Requet R Kinergriscy Asiots
from crop failure due 10 drought has grown from an esimared 10.9 per g Food Supplies). Asumes bese than | per cent of pre-schond childien swverely mal-
w1981 w 37.7 per cent of mcome lost in 1985 (Table 1.4, The govers ail dherehine eligilile
objective is 1o replace 50 per cent of income loss due 10 crop lailure thros
the LHRP.

Many of the LBR s beneficiaries are women. This facior plays an img
role in helping to protect child health and numnon during the drowght
1t is recognized that women are more likely than men 1o spend ther incom
meeting their family s food requirements. The ‘Hand-Stmping' programm
particularly noteworthy in this respect, as it mvolves about 6,000 10
women per year on a rotating basi 1o mill songhum for the School Fes
Programme. The only non-dabour inputs i the project are the traditio
pestles and mortars. Since these are produced locally, (the praject alsa
support local arvisans.

ge of specific valnerable groups is very high. Table 1.5 shows
B0 per cent of the unders eligible for food rebef were actually
i it Approximately 48 10 64 per cent of pregnant and lasctating women
e who benefitng fraom the programme. The coverage w even greator
y school children enrolled in the School Feeding Programme, which
0 be reaching nearly all of this group, There has been concern,
L thar children 5 1o 10 years of age who are not in school may not be
g from the wkehome food rations dmimbuted at health facilities.
the figures for coverage of severely malnournhed children receiving
0 stk ar health faciives indicate high coverage of this particularly
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vulnerable group, problems with screening and implementation wonlldl o 10 this, the government bas intensified s boralism vacoimaton
ve for cantle, and pravided subsidized stockieed, while a canle pur-
gheme was imnared o 1983 0 provide livesiock producers with a
edd marker for culled cantde and a source of emergency income. The
e guarantees livesiock producens @ fised sunimum price for their
wrespective of ther condinon. Cattle purchased under the scheme

o supplement the School Feeding Programme

caunon in mterpreting these hgures

OF the 188000 individuals extimated (o be involved o ugriculture as il
lbour during non-drought years, approximately 40 per cent Have partheip
i LBRP activities and received wages during 198586 During tha g
the sum of 6,12 million pulis wiss dispensed as wages, which averages
B3 pula per participant. Judged by the swociully wseful] infrastructures
have been built through the LBRP, the mujority of rural Batswanin
benefited imdirectly from this programime

While the distriliation of food §s very extensive, the amount of lood w
individual household receives s only adequate i the household Tas addi

¥ 0/ ihe dronghi refie] programme

s Drought Relief Programme, as summarized in Table 1o, appean
wen effective ut sateguardimg the wellare of the most vialnerable groups
population. Fart of the success of the curvent reliel programme i a
expeniences ganed i dealing with earhier drought stuations, w
ment modified its drought reliel programmes as unforeseen problens
and the sitwanion changed

Tactors which have contmbuted 1o the suecess of the programme

sources of income. The LBRP provides some households with empl
upportunities, and the 1wo prograsmimes ave « omplementiary

¢ Haman Water Relie] Programme

I'he Human Water Relief Programme miakes special funds availible to
Council Water Units 1o improve thelr capacity (o repdlr wiler xysie
franmsport CIETREneyY waler ulppllhv and 1o cover the cont ol emergency g
programmes. This is in addition to the nonual non-drought Villuge

L0 Hemeficiarion and coite af 198586 Dyought Relief Programme
Supply Programme

Camt 4 m“mﬂ

M G e Cattnasrnid
§  Arable Agricwltwral Relief and Recovery Programme Biseliciation :,',:,m_,m‘,,,_, ‘;"‘""' ey
Ihe Agricultural Reliel Programme s designed o complement IO Sitany . :
cultural development programmes (such as the Arable Lind Dievelop "FA.O0 aers ||-'r aul .I.v'r ';.‘.
Programme and the Accelerated Rainfed Arable Frogramme| during pel . .9 wi e
of dronght 1 provide a viable safiety net for livesiock owners and M) Garmers W 188 Lowshen |
farmens. The various components ol the Agricultural Reliel Prog 1 :
ahmed at assisting both small producens and commercial Tarmens and o [ 21 100 Farmiess W o
i the free distribution of seeds, provision of grants for land clearance 13000 Resmess ' Ihz '
equipping watering Gacilities for livestock IS - o M)

I 190506, 121,000 lurmers, or 64 per cent of the population enga "

family agriculture, each received 20 kiloyrams of seed with which [, S i " ,“ e a
three hectares, while 17000 Burmers participated in destumping, whi L caltle na ‘. ey
vided wages averaging approximately 92 pulis 1o cach participant, ! s o3 By = ap | o

gramme has increased the supply of potential arable land, but in
of the country land has been destumped with no intention of bringing
arable production, thereby contributing to the problem of deseraheani !

M e
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6 Agricultural relief and recovery programmes for livestack T

During the current drought, the population of the national herd has drg iy

[ T e O e L T
by one-sixth, from over 3 million hesd four years ago o roughly 2.5 ) e tng b0
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include the ability to divert significant amouns of nanonal resources (6 ol 462 million pulas $21 million) wis allocated by government
activities, o relatively smull population, improved infrasrruciures i most ‘muglu relief, which is approximately equivalent to 17 per cent ol
{ development expenditure or 2 per cent ol GDP. The largest
of this budger went towards Tood celiel (22 per cent] and labour-
Mol (390 per cent). When the donor’s food contribution is included, the

‘ of the 198586 Deought Relief Programme nearly doubles, o 73,1

(a) Protecting nutritional status Ihe 1982-86 Drought Relie ¥ (842 million), or roughly 67 puilas per capita. of the 1ol
gramme appean w0 have been sccesful in containing # rise in hungs :
nutlnutrition despite severe losses in incomes and output Malnutrithn
Fig. 1.1) began to incrouse Fairly steadily in 1982, & time of lowest
el availability since compensatory measures of food fmports and de
had not yver picked up enough o Al the food gap. By 1963 the levels of
imports and food md donanom were high enough 1o offset the prod
shortfall and raise overall food availability o pre-drought levels BBy ¥
the prevalence of chald malnutrtion appean to hve been contained -'

compured with previous droughts, and the ability 10 attract donor s
expecially food aid and technical asitance. I'he parncipation of the §
sector in transportation, milling, and ploughing is abo noteworthy,

surveillance and early warning systems

Munitoring activities in Borwana depend on a comprehensive sysiem
e tion, analvais, and interpretution conducted on a regular baxe
ting departments. These departments. which comprise the Early
pehinical Committee TEWTCL meet on a0 regular bass 10 review
agro-metearologheal dati, reports from the Norrinon Surveillance
the agricultural situation reports isued by the Agocualoaral St
Ihe EWTC also monitors the availability and prices of jood
B ol the relief programmes and the Strategie Grain Reserve held
W ihe government by the Bovswana Agocalieal Markenng Board
sonirees of dati wre from regolar Admnsiranve sources

ethan of the EW T C s, first. 10 use the vanous sources of avinlable
L incidence and severity of deought condivons throughour the
e effects of such conditions an the human popalanon, amd the
e Toodstutts. Secondly, the EWTC formulawes and reports
Wations to the Towre-Mimnstersal Droaghy Commitiee on the types

have even dechined in 1985

Fig. 1. 1e shows the asociation between cereal production and malng
with each dara point being one year. 1t should be emphasized that presd
here i a convenent measure of the severity of the drought, and not neg
the only—or cven major—determinant of nutritional status. H
appears thar maluutrition vates did respond 10 the drought, Al
requires further analysis, it is highly probable that malnutntion « -
have risen more without (@) the food imports (commercial and (i
maintwiming overall supphies, and (4] income support, through 3
works programmes (LBR ) and food distribution system

Phere is concern; however, thist even with the suppoct of the prescaes £ of drought recovery assitance needed i each admimistrative
Reliel Programme, rural howeholds are still short of income (o 4 ' : !
productive asets after consamption needs have been met Flhe Rural I
ment Uit estimates that & typical rural household has linde surplus :
over after food requirements are satisfied in spite ol the househol
participation in the Deought Feeding and Labour-hased Reliel Prog

e are 1o st mmpnnm levels of any imdicator wed 1o determine
phiasis is placed on the direction of change i the prevalence of
i children, condinon of livestock, amd forecasts of cereal gram
It recognized than the imdieatom exhibie a npple effect: low
ly affects both crop production and livestock, which in tum
supply of food produced by the houschold and the amount of
b can be enrned trom the sale of livestock and feld crops. The
petion i farm mcomes and houwschold-produced consamption
pmental effects on the nutntonal status of household members

(b) Cost of the Drought Reliel Programme [0 date, an I8
analysis of the total contribution that the Drought Relief Programme &
1 replenishing drought loses incurved by rural households has not
done. 1t not only difficult to quantify the many types of drought rel '
given w the form of human, labour, agricultural, and water velief, |
also difficuls 10 measare the various effects that tese may have on oy
i the ahort and long term In addition, lintle is known about how §
benefits are distributed across small and large Brming households in
areas of the country

The actual and estimated costs of the 1OR5 /86 Drought Reliel Py
for the government are shown in Table |6 sparately for each activity,

¢ Nutrition Survedlance syrbem

ul Nutrition Surveillance (NNS) system reports on the nutritional
underas throughout the country attending health Eilities In
yuung children are appropriate for mositoning nutritional status
First, the Ministry of Health had already instituted o system
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for monitonng the incidence ol common illnesses i all health facilines. Agro-metemrulogy reporny
therefore relatively simple 10 institute a nutritional survelllance sysie
children attending the child wellare clinics Second. younyg chldren an '
neulardy vulnerable (o scute and chronic malnutrition as a result of
long-term food shortiages, Changes in their nutritonal st thus prv
an early indication of likely changes in the nutritional status of the o8
population. In addition, the risks of mortality and morbidity as a res
malnutrition are higher among children under five than any other valn |
group. In any given month, an average of 136,000 of the approxing
200,000 under-5s visit one of the mare than 750 health ponw i the ca
although these are not pecessarily the same children every month.

The Nutrition Surveillance System collects data on the monthly previl
of underweight children (below 80 per cent of the Harvard saandard | by I
facility, clusters of facilities, and region. Asessment of changes m '
figures at these levels can be compared 0 changes in the ather carly
indicators and when appropriate, interventions can be mounted by di
and national authorities. There are 15 health regions, stratified o
arean, villages, lands, cattlesposts, arms and ranches, amd vanous Femnole i
wuch as swamps and settlements, which can be aggregated in economical
eeologically similar zones

It addition to duta collected for nutrnton surveillance purposes, g8
monitoring of individual children is done the health facilities using
school child growth card, which provides a continuous recortd of the ¢
health and growth status. The Child Growth Monitoring Programme
detect ehildren who are likely to becotne malnourshed, in order that oo
action can be taken by mothers and health workers. These are the chill
who are recorded as failing to grow but are not currently underweight,
us those who are underweight and continue (0 show signs of grosvth By

nlnla{l data are collecied by radio from 230 recording points wl
- lr\d The resulting data ace analysed on 4 weekly lnu'u in l::v'::.uf
' ‘h:‘::;u:;r from the long-term mean (e normal rainfall), both for
B mmt:“lu'u;u: rumul.'un"rl\' for the season, The Agro-Metenrology

sl data 1o caleulate o water satisfuction index. The infise-
_dn‘ti:::":'nnn l::r water faml(.-u‘mm index enabilis the unit 1o :::::r

* on the probability of harvest reductions or lsilures fi

S two madn crops, sorghum and maize gl

mpply monstening

wana -\ ‘ i ors the s
ﬂl‘l( ""uml . lﬂ'kf."ln &'ﬂ'd o " “.l " LA l. “' .h'
- (& 4[8 am osrve, d' l) ‘ ‘ R “s h ',
"[lﬂ' {1} ‘.I R ; L o “' o e LR S oSN ’ artmont
monn ‘.. "p'“\' ol u !
’ phlf"" niary hu’ '“‘“‘ 5 l i I "“
) on |. Al | « L] m n “".""’ M
'x' Or “""n "h‘l llll lupp', ans .l."l‘“ “"
.l"' s ll‘.."' ‘ L] ll' anon l“’ '
i M ‘ w needs ". LA '."(L Hosecures “U“U" LR iz L]
. y Hniments "' "- ‘
WHOT necessary . '.“'l ’lultt “’("'ki"ﬂl lll,ll' out U‘ Rovermment '“”“.

' l .h dl L1
m 'l" ' R )CIHH""H'",‘ i \'f“lll"‘l" ll‘ ‘l“‘ Tl o m‘
"' 'l"“

tl data veuries

o ot i
A :u' nh;hlnlu-d avenues of data collection for the carly warning
system, there ure other « :
wirces which may corml
y 4 T | wirate the daa
thml‘n deficit areas. These inelude District Dyought Commirier
b sirvey fiodings, and Deoughit Assessment Totrs
. . .
| ~"::|., I)n'm(hllhnmmuvr; subimit regulisr reports to the IMDC on
ultnral, and surritiona] condi ' |
whitions in their are |
i rehief and recovery activiti e R
tivities. In addition,
‘ o Ahe District Dvougl
k" mgm
meet with members of the Drought Assessiment Tours which m?uv

e i" ' L) ')NMI). ""d“‘ﬂs o Ll 'lll ' i u sUson .‘n(‘ m \ l['l
lh' u“l. 'h Hnn . ' \
s
All .la' vest i 'N "lK L} (""'l""l‘l.

2 The agricudtural situstom reporis

Extension agents i each of the 120 extension districes submit monthily
o the status of field crops, grazing conditions, andd lvestock in their
e country. Tn order 1o estimate aggregate production levels in their
the agetts provide tepors on the area ploughed, ares planted by ¢
the estimated vields by crop. The crop reports arn then aggregated To
of the 16 agriculmral disinen by the Agrie ultire Statistics Unit,
Similurly. asscsments are made of overall livestock, grazing, and
conditions for catle, using a scale of one 10 live, These reports are t
1o draw tationsl maps depicting livestock, water, and grueimg conditio
district. Finally, the agents alio report on the amount ol fouud in atore W
honisehiold level.

s for data wse and links with policy formulistion

;:'::r:.]‘!:;:';;' lw.rfu-;wliuu lld".mrlmnt!- of the EWTC, wogether
e ullr‘:t Yought Committees and resenrch findings,
e eticdutions by the IMDC to the Rural Developmen
| “:::::‘::‘nk: fwalizes them for presentation 1 the Botswana
‘, 1 concern the reqquirements for droughs relief o
. ':: nt::w'cty messures, l‘tmdmu needs of the droughs p:mram.mu:
ccommended in the prograsmmes. Initial drought velief
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o I hw Dromphi Siination ww Botvwana, Muareh 1985, and Esnimared Keguirrmmnti
i Recovery Measwres Aede Mempare

B, The Drought Sutnation v Botsroana, Marik 1990, wwd Estimated Reguirements
Recovers Mussures  Aide Memuire

B Comeributoon of Labosr-based Propects bo Dyought Relief and Postodyought Recosery

B Faper by R Morgan)

B Nutwmal Developavnt Plan, 1985 18}

o Regwest bo Domors for Evnerpency Aivtstiance weith Fowd Sapplies Drvg the 199087
it Programmy

Lasvons From Dronght Opevations in Bitnwane Dusing the 198287 Dronght
tute of Rescarch, University of Botswana (1983), Keport on the Bolivana
ST by QN Panom

s Ministry of Health (1986, Supplemmnting Fond and Incwmer Dwnng Drought
]

ecovery programmme recommendanons are made at the beginning of
in arder 1o ensure ample tme for thewr implementation in June, which
the consequences of reduced harvest or dwindling resources begin o b
both the human and aimal populations

Furthermore. the severity of drought as measured by prevalence ok
weight i the basis for setring raton levels and establishing benehe
and target areas for supplementary feeding programmes. For exam "
when underweight prevalence rates appeared to be excalating, this pi
a stepping-up of reliel measures, wpecially supplementary feeding, B
lishing more feeding poinw, hinng feeding cherks, and introducing al
direct feeding. The result win increased coverage of the supplementi
programmes and increased food imports

an 906 T restional Pley for Sacsal amad B Development
bowal Developmeni Plus, 1968 1973
ENatioma! Dvvelopment Flan, 1970 1975
et Council (1985, Neport on the Natwmal Foad Stategy
Nutvoma! Fond Strategy
Pr-drongh Reyosery Srategy Curdelines

V1 Conclusion

Botswana's comprehensive system ol Urought rebiel imdicares that m
can be controlled, even with severe drought, an fairly low cost. The
the programme containg many lessony of potennal use for other o
seeking to protect vulnerable groups agaimst severe Huctuations, whe
are due o weather of 10 Changmg ecanomic CIFCUIMsIances b und publication)

LIONS) | Hatsvana: an FEoommnse Survey and Meissecsman's Gusde. Gabarone,
o Duaster: Prepavedmess and Respomse in Botiwana  London Relief sl
Tmuitne

wnd S, MoCanthy (1980), e Paliient Boomomy of Hotucana: 4 Sy o/
Potetbution London: Osford University Press

. Droughe and Poverty’, i Simpecinm o roxgdt i Botuvana The
v, University Press of New England

), The Use of Munvtary Policy o Botssoama in Geod Times and Bad, Lnstitute
t Studies, Limiversity of Sussex
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ahle 0 maintain acceptabile rates ol economic growth, However, more
difficulties appeared towards the end dl the 19700 when o new ‘oil
A" occurred. along with a sharp incredse in internationdl interest ptes.

(he problems which emerged at the end of 1979 and during 1980 were
vated by the economic policy followed by the government, Although the
el accounts wnd inflation showed signs of deterioration, the government
s expand agegregate demand through expansionary fiseal and monetary
more rapid mdexation of wages  which wan changed Ton vearly
yearly - negative real interest vites domestically, and excliange rate
A Iuation

these policies, the growth vate aguin reached o high level in 1900, bt
e e nternal and external imbalances incremsed substantially. The
med the coume of growing indebtedness aguin, but this time there
nee pmong the mternatonal bankers, who imposed stricter ceilings
wvnilabiliny of additional funds. As n result, Brasil began 1o introdice
1 measures a1 the end of 1980

ar 1981 was parncularly dissteous for the economy, but by mid-
her detenoration seemed 10 be contimmed. However, the erisis whichi
Mexico and other indebred countres alvo foreed Brasil 1o declare
iy 0 meet external deby servicing commitmente That happened

2

Brazilian Children and the Economic Crisis: The
Evidence from the State of Sao Paulo

Roberto Macedo

1 Introduction

This study reviews the evidence on the impact of the crivis and recov
the wellire of Brazilian children over the 1980-85 period, drawing mostiy
duta for the State of Sad Pavlo. It also examines the nature und perfornid
of economic and social policies adopted by the government authort {
respotse (o the recession which were intended 0 sustain the living condi
of the populanon and clildren |'u puni;‘ulur = .
ear. in Sao Paulo duriogg the st part of the :
nnAu:I :::::::::::tml:l;:r:uu:. an well as several indic .um:nl child wellare (it skl "l':l the eve l)-f r.lr'*rlmm‘ llm Ilu; mu: g;wrr.m-n. nmntt‘u. slite
mortality vate, incidence of low birth weight, primary school wh " ll“'l'" ws, m:'um uy councils, ant cu: m‘lu Fearmg unfuwumhl«t
ete. ], portrayed growing deterioration. Preliminary it for 1985, how L Tvp m;s:ml.k! ruﬂuin;:nml:n:lzmnn arrangements with the INT
et thar with a vigorous recovery underway, employment, he ll‘"l;“ rmnkers :";::a-" l'ﬂl'ldc. thay year
incomes. and income distribution have started 1w improve, but dita on "'7‘ "-'Rl"l:;ll( 0' '. ; un .n' j'm.l‘mrlll p‘l.l?:;:llﬂ\l'llr Wits s;rgulmicd
welfare do not yet show the hoped for improvements h IrRewen And s m-.umu dechne « ' ' lhnu‘gh framl did
‘This study is organized s follows. Part 11 presents 4 review of B l.. |muura:uur| pr;-u n;u'uu;n ;ll’l‘ill\.’llo l'lmll mqn;um‘l: mmli nlnr
cconomic performance and a discussion of the policies adopted by the ge Ll ‘“"I lw"l l.ll : w m;« o balance, wans “m“.‘:'.",..' \' ...’ weved. In
ment. Part 111 examines the effects of economic performance and gov ﬂ"u""‘_ u‘::uuy ||‘|:};mu; .mun.m n-lﬂr.ums. whix .o vl » !r‘nmn
policies on the cconomic conditions of households, and discuses the ‘;:P“ﬂ oln \ .4'. v “'.".““l., s ':;a‘:mul um'w:h c;l rx;fm (T
policies adopted by the government in response 1o the crisis. Pant IV ot i rff-rmmn;( Tevovery u; the United Stares, w 4“ e the economy
: ands i indicators of child welfisre, while Part V draws some I iting from the wnport substtton programmes carned oot in the
i A ) Ao Pauk ponrs. As a el after thiee years of senous declines, per capim
from the experience of the Stute of Sio Paulo, s Llrllgrony
M aevounting identities help o understand the namre of the cconomi
ABBE 1o 1984 that emiorged i response 1o pressures from inter
hanks and, since carly 1983, the IMF. GNP, which desermines
4 in the economy, s given by

I Economic conditions: recent developments and
policies

In order to undemstand the difficulties faced hy the Brazilian economy’
carly 19805 it is pecessary 10 wrn back 1o 1975 when, at the end of &
of high economic growth raves, the economy was affected by the -'“-.
shock'. The iitial government reaction was to avoid taking m
eliminate the external imbalance caused by the shock. Tnstead, external in
ednes expanded. Asa result, throughout the period 1974 10 1979 the ecd

"f."‘l‘(o'*o,\—,‘l |',

1 private consamption, 7 investiment, G government exXpen:
tports, and M imports of goods and services. The total expenditure
renlcdents s given by
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" Muzredo
b uing power partty previonsly observed, The overall result was a4
— »
! A deviduation of the cruzeira
Substitatiog (27 wto yields ]lolluv of mew incentives o exports and additional vestrictions an tmports
o — \f sl policy greing new impulse fo import substitidion in, wmoig other areas

errouy metals, wod chemical products

il wage readpustments belowe sflation. which restrained copsumption
imparts) and reduced the wage/exchange vate ratio, as o furthies
nve

| resident’ expentditure vef

——
. wenee between GNP ' ,
1 focusedd on eliminaty

The economic palicy

swount halance
T 10 One can decompose the current

negative difference Wlustra
halince mio s three components,

X=M==MI+(X- M+ (N ME

‘l"’ ‘l\
that .

# slow growth of workd trade, the mmpact of suoh palicies on exporm

iy Brntieed, although they werre preevented from Galling below the 1980
Mting the 198183 period, the largest domestic effect of this policy
s therefore on levels of comsumption, investment, and ROVETTImen|
Phis led 10 recession with the fall in aggregate demand, which in
el imports. Do this way, the major goal of government policy, 1e
‘ the negative current account balance, was achieved, As expecied,
the impact on domestic production and income was negative, further
the negutive effects of the recession

worchandise, services (0.8

o and & refer to o ‘
mterest, and profit) 8

where superwripis g, ' i
shipmenis and foreign Factor lnoomes TWikes,
vely '
. oy
The firm term on the Bg
e "
trade balance, the second represenis the balance i m b
yments, wnd the third represents the nep income from bin
i ‘ .
involved 1n external ransaetions.
Berween 1978 amd 1980, the merc s
 result of the wil shock, while invisibles and factor inco ‘ -
" aki el T
neganve In addition e Gactar income balanoe worsen tn Ve
i 1 rate shoe
after 1979, due 10 inereased indebredness and the um'u-ul
‘ ¢ the cu
devignates the services Lalunce is & whole, then hringing

balance 10 7ero requires that " .
X M A= A inent of monetary and fiscal policies and partly o the elfeces of the
Indexation svstem which alsorbed shocks, like those of oil aml
al interest rates, by means of inceemses b inflatbon whibch have been
b ireversible
lopments are shown in Table 2.1 which presents data on ecorn
W, inflation rates, and the performance of the external seetar from
1985, Table 2.1 shiows the recessionury phose of 19018 ogether
overy that started in 1984, the worsening of the Intbathon rates is

ht-hand side of (4) represents the merch ' ,
l\llethcl ! v

. p hecame nega : f
handise balance buluncdl Wb 1984 did the economic recovery of the United Stites permit
yaluny .

ncremse in exports, which grew 29 per cent in just one year. The
I exports and advances in import substitution partially reversed
pary churacter of the wdjustiment process, GDP grew Iy 4.5 ey
i and by 7.4 per cent in 19083

IOHI-84 there was w sharp fncrease in inflation, partdy due 1o

oY wioe balunce, |
that i, the trade balance surplus musy cover the wls‘u sl
: erest p
pet mcome of foreign factors, « omposed essentially of in }
external debn |
Fquation (3 can be rewritien ax

y=1r=(X-M= §S—-h+1T-G

e savings and 7 taxes. With the woal of

b e T nt d“‘ 'wd " ]"“ ““h ”“ ‘“ll\'-lll"-ll ol II"‘\'IIII B conbamanyg (h,. exl I
) h “ " u

where S represents privat

e ahmsone s © sehievement s reflected mainly in the enormous rade surplus of

‘"‘""""‘."' Pﬂl“ o e~ el ‘ lh!‘ mprovement in the current secount, which went lll!nulll!'u«

divected to imcrease faxer and 1o reduce the Kﬂ‘m he! _ -
I. Fiswal polscy I G positive or less negative. the combination of advances in import sabstitution and expor
diture and therelore W muke A ..,.lmnt'dlﬂ in order 1o make ($= sontributed 0 the recovery of T9EE. The same Gictors continuged 1o
2 \lwmnfwl_“.' """”'_“""" - exceeding the puslliﬂ' impact NS, but the recovery accelerated lor other reasons. The netease
with negative cflln o "‘T“"“r.": I S (T ihe decline l imncome which followed the recovery stimuluted increwse in the
T'he growth u.l the latter wan m‘:‘(l :ui .:murm proces. o comumer goods, which received additional impulse from
of income which resulted from the j‘“ cruzrive adopted in the uhove inflation rates. due to growing demand for Tubour,
- 3 A‘“l’; ':d“l: :::tm;rﬂg'h hetween succesive i iy, und relaxation of the carlier wage palicy. At the e of 19015,
1963, W ; al bnflation's dsconny mer goods were increasing so sharply that many businessimen
together with the elimination of the extern
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started saving that the good old days of the ‘'miracle yean' | 1968-7%) were
back,

Tnflation, however, became an incressing concern as monthly rates mihicated
that it could move o around 400 per cent & year il countermeasunes were nol
Aaken.

Disappointed with the gradual approach’ 1o curb mflation, which had been
Aried without success for over a decade, the government resarted 10 the so-
called Beterodox shock' of 28 February 1986 als known as the Crizado
Man. Tts major features were:

1 The cruzado (Cz$) was substitated for the cruaviro (Cr$) at the rate of

§1,000 10 C2S1.

2 Non-indexed future payments in eruzennons were discounted at 1436 per

went a month when convered o cruzados

3 Mot indexation mechanimms were abolished or sharply reduced in their

woverage and frequency

1 Wages and salaries were converted into cruzados by their average pur-
sing power m the previous six months and their antomatic indexation was

imited 10 60 per cent of the inflation vate n the annual nogotiations, together

o wrigger mechanim imposing autoratic readjustments only i the

tion rate exceeded 20 per cont after the ‘shock’

B A price freeze went into eifect

i the first few months (the measires gained strong support from the popu-

. which was an impormant force behind their initial sucoess, o March

M. 1he nanonswide vost of Tiving index showes) & negative tue ol 011 per
B

e

ever, the policy was subiject 1o considerable strains, including continued
ary expansion and fiscal deficit as well s pressure fram undons for wage
pos. The government began 1o give way 10 wage demaneds, wned 1o relax
g prive freeze, from November 1986, Indexation was partially reinroduced.
7 intlation began 1o aceelerate twwards s pre-plan level. The Crucailo
thus offered a temporiry respite, but turmed out (o be unsustdinable in
prevailing environment
Ao ent policy-makers, cconnmists, antd businessmen are also concerned
h the very substantial transfers abrowd, partieularly for interest payimenis,
b are reducing resourees available foe resuming badly needed investiments.
ry suspension of interest payments wis introduced in April 1987,
Data on the proportion of GDP absorbed by income payments to loregn
i and on comumption and lnvestment are presented in Tuble 2.2, Ney
i income sent abiroad has increased substantially, both in absolite terms
e & share of GNP. As a result the difference between GDF and GNPl
wecd. Total consumption decreased less shurply than either GDP o GNP
s and investment have been sacrificed, as (he fgures for gros fixed
il formmation reveal. The drop bn investment was then greater thin the
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decrease in the other economic aggregates, as s evident from the data on the
rath between GOF and GNP Table 2200 1o per capita terms, the reduction £ % S ===
of these aggretates s more deamatie. The Gl in gros capital formation i 1 E EEST
particularly sharp becanse of the interruption in the flow of forelgn savings. §
The improvement in the growth rate of the Brazilian economy from 1984 g B
was 10 o Large extent based on increased utilization of existing productive ! ‘ @ 0 S EREE b
capacity. As is full urilization is approached, the need for resuming a higher wl| E § g § =
investment ratho hecomes evident. 8 3 T LA .
This b, then, & major obstiacle that must be passed iF e spurt in the growth 'g | 3
rate koot b be interrupted. The task would be much less dithicals if the . s :
outflow of interest payments on the external debt were (o be curtailed by S % ;; z % e
partial capitalization of these payments and/or obtaining new loans. The < | B 3 E3SE ]
recent [all in the price of oil and international interest rates bs, of course, « : 5
help for alleviating the external constraint on economic growth. Howeser, it § = - ‘
v not enough o allow the attinment of the high rates of growth required by & Eg' . § = 35 =
the Brazilian economy, given the increased population and the enormons social g - = ~ =9 4 =
problems that remain to be tackled, g SIC|RA2RI = é =nsa
3 £|8|B%FR]
e . e S=ne o
I Social impact and povesmment social policies S ‘g EcEg x
(a) The social impuact of economic adjustment: an overview |he i .
labour market was seriously affected by the adjustment proces of 1981 Iy E
view ol the pecullar chaructedistios of the Brasilinn economy, where the modern 3 | cafa Blalcs=aw- .
sector corxists with traditional lorms of production organization, the effects of o=l 5 RSES FIE|E83E=
adjustment must be measured not only in terms of open unemployment bt = |7 4 1] § :
) . R G| e
abso i the growth of the oos-organized or infirmal sector activities which .
alsorh those who, while not lnding emplovment in (e moderm sectors, canmnost &‘: . g
remuin openly unemployed s _g ‘ 3 '; 3 Y z SRS
Fibile 2.5 shows o worsening in open unemplovment Tor the six ma ' - ——— = S b‘g =%\ _
L " I ~ B2 |Snda~ -
metropolitan arcus of the country throughout the period 198184 The sitie z = s = E {3 § " §§.
ation wies more serious i 1981 wod 1983, the years in which the recession w Q § i
stronger. In 1982, the picture was mixed, while in 1981, the womening ? b Bt i S =
unemployment was minumal in the Tt four regioms. the most important § 8 3 E E ?:?.E 1 . éi
terms of labour alworption, posibly hecause of the improvement in product 8 |7ZIC ==t [ 5
levels which began m early 1984 Unemplovment started Galling una :: Ol =D ; ¢
iguously only in 1985, T o 3 & noin= ; g £E
Emplovment in the non-organized activities, (0 a great extent. reflects il :g BREES - 5-%
expansion of underemplovient: estimates made by the Minstry of Labour a ‘ g &
the peoiod TORT-85 reveal thay our of an ieresse of 2.4 aullion wnits i < e 3; £
urhan labour force, |8 million were in the non-orgamized labour mar S Dede gl & - §
(Minmieno de Trabalbo 194, p vo, Table ). The expansion o the b lf P9 3323 - _ 3% =
mformal marken which was substantial, worked ax a buffer mochinm B 8 g 2383 | =4 ZSEnd|2 sg
mediating impact of the crms on the popalation. 1 . 4 5T
Another butfening mechanmm adapred by " Q!!Ei ,i; lgggﬂi ,h':'
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Tanre 2.3 Rater of wnemployment in the x muggor setrapolitan areas. TS0 - 5K e 2.4 Changes i average real personnl income by pescentile graup. 197% 190
perieniuge )

San Riode Belis Porte  Salvador  Recife  Average 197981 10483 |0f3 -84

Panlo  Janeno  Horteonte Alegre ‘ B ecile 0.65 488 127
1980 5.7 1.5 ih 45 7.1 na i - 2.3 ~H#6l ~13.63
19Hle 7.2 Ho w7 57 B5 nAa - 1.53 ~ 7.86 - 359
lonis 74 R3 an SR .7 n 1.55 ~h o9 -~ 3.20
jug2s 8a AU | no (178 ) R ] 9.1 47 ~HKIR 100
1982 5.2 5.6 (%1 10 56 7.0 ":*; . ‘;"" - 6.87
1983 68 6.2 7.5 72 A7 8.1 192 =730 0.5¢

- % ! = i 0.3l ~6.17 0,74
|. 68 62 - %9 e = ' ~0.70 -~ 486 -1
L“”J Uﬂ b1 7..’ i R.‘ “ ) > . frill‘ - -‘ |" t ‘.;:‘ — 92"
Uikdd b4 68 75 73 ]2 8.5 -4%.73 ~4%.70 -~ 276
19854 50 46 57 54 0o 12 ~ 584 -1 .96 -~ 4.88
1% 60 B0 a8 1.5 74 6y BALL MEAX - 1.54 -3.21 -~ 1.5
|ouis 42 wu 19 47 44 149 -
Pesera! Guovernment Cenie Bureau

Sy LMY sl wadues doflared by the Natiosal Comumer Frice udex.
A"

o Autial averages e Rio and S50 Pauln, Apro Dec. averages b Bedie Hormonte sl
Alegre, anid June D avermges foe Salvador and Recile

b Fievquarter averages « Ape Dec average w25  Persomal moome disteibution, 1979 JOBE (perceniuger

¢ Anmasn) wrocrg 191 T 0 W

" Cummadatinr Wy N Cumbdiive Cummisivee Wy Cammistnee
cevealed by the resulis of i survey recently undertaken in the city of Campt e dollo G = dislie
(A population BO0.000), examining changes n houschold budgets from 0% 0N (T I e
[OR2 1w 1984, Tt showed that families were following advice and belt-tightesin -+ - ':: e ':: v 71 -
during the crisis. Peice vather than brand names ey growing importane )1 " TR 15 TR
] sometiimes became predominunt im comsumens’ chowes; the consumption s :: :: p : : ',:,f : " ::: : : ;::
imported beverages fell throughou the period, cheaper types of transportat W W e 15 W) N m

(LA we (L8] W na o ns ™

were utilized. the use of own car decreased; purchases of clothing were IR sl M5 16y ¢ 63 34

made so olten, and credit applicatons were more frequent; the use ol TR Wwh o mn i Moa e s
i - - 2 b , " 1w na 9
pubilic lwnlll»l services increased rapidly; and fmally, visits to beauty sl e e 1"ne i
became less frequent | Economisas de Sio Paulo 1985
Together with the increase i the average propensty 16 consume & (] LR oo wate
i e y (130 nam 03 (AR 1)

the search for employment opporiumines w the nomorganieed sector of ¢
econamy, this adjustment of howehold budgets was a bafler mechant
fior reducing the effects of the crsin. These mechanioms are likely 1 have
duced or delaved some of the more serious consequences of the adjust
process,

The crisis wan accompanied by negative changes in mean Icome
income distribution from 1979 0 1984 (Table 24). There was an
deterioration of mean income, and meome low far most ncome grss for the

wevervment Cartvs Tarean Ny Hrmamhedd Swrver:
o b utud ol eatbrn ot 0wl oo mins ol Man o Sk Moo € orrmm: wowh o
"' wnn) prpdsainn of mat Ty rearn
e hrmt wet Awsnd L ki e g
Yok T |} gromge e
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period as & whole. In general, the pattern of change over Hime ol the 1
income of the various groups was irvegrular except in the ;wm-l |
when the reeession deepened, at which time the Tosses suffered by the pe
groups were larger than those faced by ncher groups. This resulted 18

6 Agricwltunad products- indicer of per capita production, 19771984

Sugar cane  Food stuples

screase (0 incame concentration, s shown by the valies of the Gin coefficl foval Rice Bearn  LCom  Casava  Polsioe
m |uh|rl'.' 5. This worsening ol the mcome lhunlmll'_'n was Largely the 1051 .0 7l; " wia m-u e lI';'u 7
of the higher incidence dl income losses and growing unemployment Hos A3 4 w0 wu YL 1082
 eoeentlayment ARORE POOCET KTOUPS 16 %R 1004 ma my M W
' ‘ Hes w2 B0 w oo A9 uin
Avatlable evidence shows thal the producton ol bastc food staples 1379 .5 w.l NS 1005 24 10t
> mne 3 Al i -
stagnant of decreasing in the yeans 1975 #5, while the production of 1564 738 "7 o (TS Y 1.2
(RAR ] M9 MMn A wy are b

agricultural products for expOrt wits InCreasng, reflecting misguided prios
for agriculiure, with an undesizable socal impact,
Table 2.6 shows that the production of food for damestic consump d
while exportables and sugar cane me resserd. The List ftem has been sy m#f.‘-::::T: ';:,:_":',:,': ;':::'.'.‘;'::"’u:::":‘::“‘:::":;‘;“ --: a
out hecatise s expansion is linked 10 the merease production of aleok e e
an ol substitute. This expansion ok place i fertile lands previously
the production ol foodd staples, Credit and prce IEentives, and agricul
research by government institutes, rended (o be hiased] in favour ol ex : : )
and crops that lend themaelves 1o indusiral explovtation B Perventage change in warious price indices, 1981~ 1985
It b clear from Tabile 2.7 thar on average the price of fooxd ineroased | 1981 1982 1983 19R4 19R5 1HB0-NS
198185 more rapidly than other prces and that this occurred both index 1206 903 1174 284 2317 94
wholesale and retail levels. Since food expenditure absorbs 4 larger ' B iiniex 1287 904 |I00 2508 2384 “";”
the budget of poor lamilies than of the rich, the effect is clearly regressi ' 1383 821 1388 3109 i'ﬁ:.;‘ 13416

B shatin wisisinndd o 10 Foojeral Coomersimmm Cammm Burvan iy D Frvoando Homem

aroclucts 120.1 718 198.6 0.5 187 12,512
bt tured | 1og 950 1386 2296 2651 1197

o . " " 1 y
2 Federnl government incral polacres iy reapomse fo the erists . Riu W50 SR RS 1921 2200 #0561
I'he wage poliey had partic ularly important sockal im Mications. A liberal W 1200 848 (13 2066 2191 9E8
| adl I | o Panlo Wl o 1149 1751 1889 6211

policy had been adipred late i 1974 (see Macedo 19835, but thut appe
wis odified bn the wake of the agrecments with the IMF and the interna
banks in carly 1983 The new pobecy was more restrictive, and together)
thse ¢ hanges in labour marke canditions noted above, this caused a cotting
recluction in real wages until the se onid part of 1985, Following the econt :
recovery and increased popscomplinnee with the restrictive wage policy, ¥
adjustments began 1o be more freely negotiated between uttions and

n2s 754 1289 254 1707 o8s?

Bowmewnsct wind Frnaemno Dnstituno o0 Pesdpumas Economica
it except bor the timad evbumri; years el in Apeld

. oes not provide the workens with a level of suppon comparable
ihier countries [see Mucedo and Chahad 1985
erinin, an unemployment insurance scheme was often proposed

esanen
I developed econamies, the effects of falls in emplovment ollowi
economic crisk are partially offser hy pay ments to the unemploved. In contl i e
. acted strongly ags 3 i ar : y
an unemplovment INAUEANnCe progrvmme was only established by the B e e an 'r‘|||pl:v:n:-::"|::l:n':r' Ml::; .:: - k'-"' e
government in 1986 ax pan of the same palicy package that ntroduce A latter l > BrogTe e
monetary felorm, This programme gave every worker fired Trom the organ w :
. hile, the lederal gover ‘ ;i i
wetor of the economy the nuht 1o an indemunity pmpunkmnl 1o the dural " the crisis (0 “"“:.im:":;:l:‘:::::":‘:::“:‘::::‘..‘?‘l:': :““" ;'..""g
. : e , Twseon | L L0
ol m:;)lnnsr:‘n::ll‘l §'¢;:::hrlm‘ nn‘:;; 1:::::"::"“;:" i very "i"’;-.. witially consisted of three cases hnefly presenied below. The first
K:::mmmge” “: ': A vt:v)h'“nm' e (L umo‘l“:‘l' W d“d > e ol FINSOCIAL (Fund for Social Investment ), in May 1982
nemploymen perods ! sraddition of Brazil's v sysiem, this fund s mostly provided by
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an indirect tax of 0.5 per cent on sales, wgether with a surcharge of 3 e measires taken were not part of an imegrated and well-designed plan
cent on corporare ineome ax. Like most other indirect 1axes, thay tating the impact of the criss In general, they were tiken under
FINSOCIAL w likely 10 be regressive. The fund 15 designed for program re of events and of specific interest groups, such as tenants and home
m the areas of food and numnon, housing for the poor, health, educanon, As such they are open 1w enticism in terms of their administration,
support 1o small farming. Within these broad categonies, the governmen , efficacy, and dsribunve impact. On the whole, evaluation of them i
spend it as it wishes or even avord expemes, keeping the money as o lig tve. not in the sense thar they should not have been taken but that more
ton should have been paid 1o thew distributional implications: Gy greates
s wis placed on the achieverment of macroseconomic goals than on the
i tmpact of adjsiment policies, When the government reacted (o the
are of the events, the response wins Hlsaited 1o o genuine coneern for the
1 om the poor and their families

asset i oan atempt (o curh monetary expansion. In the st year o
programme (1982, a wial of approximarely $300 million wan collected |
not immediately spent, In 1984 the funds came to almost $1 hillion, of wi
the government allocatod only $500 million, retaining the rest in i cash f
National Bank of Economie and Social Development (HNDES | 1985, p,

Of the amount allocated in 1984, 41 per cent went 1o small Brmens, 24
cent to food and nutntion, 13 per cont to health, and 3 per cent 1o edue
No analysis of the impact of these expenditires hin yer heen made, though
size of the overall expenditure appean modest in a country with a GNB
roughly $200 hillion, while part of the money allocated substituted for of
funds which were reduced by the recession or by budget ents

The second meastire wis a subsidy given 1or mortgage paymenis on
acapuistions made in accordance with the National Houwsing Plan admink
by the federal government. The monthly instaliments of these mortgages
indexed to inflation, but becanse of wages liging behind inflation and W
spread unemployment, many lamilies found themselves unable 1o pay
debts. Under pressure 1o salye the problem, the government resorted )
sities, taking the form of & reduction in the rate of indesation am
exphieit discount during 1984

A basie problem with these subsicies bs that they are given (o all o
debtors without specific provisions for low-income workers. Apartmen
homnes bought for weekend use and vacations also receive subsidies. To addi
the subsitdy was nor given 1o those who lid acguired their homes
using the official system. Sinee the subsidy b o fixed percentage of
istallments, it b regressive in it distributive impact. Moreover, i
given only 1o a specific group, Iabo Gils the horizantal equity test,

A third measure with an alleged social content hus been the introductl
rent control for residential contructs. T was limited w the vate of bndes
of rentul agreements wleeady sygned, this limit being BO per cent of the
inflation occurring between two successive adjustments of the rentul prie ..
length of time between these adjustments cannot be less thay six oy
Preliminary evidence shows that the seheme backfived, at least in pars.
owners and builders were discouraged from aifering houses for rent; mors
sinee this rent control applies anly 0 property alteady vented und not & pent extublishod 24 other puregoes in the same area, and 160 the
bnitial preice o e oew conteact, it has induced Landloeds o seek o rapid (e Government estitnates indicate that the prices in the sargoes
of tenaets in order 1o charge highor prices. Recent reporets in the preess ing th ‘wpct cent lower than in street markets und supermarkon, and
that rent contral has reduced the supply, and that n some cities rental g 1 e veachies 10 per cont of the population in the arcas where
are riving well ahove inflation U bewts sstnlilishied. While being located closer 1o lower middle clis

pmses af the state and focal leowls

the state and ciry levels of government that the major concern for the
of thuse affected by the criis are found. In part, this s because these
ohs of govermment develop their sctivities closer 10 the communities
the effects are felt. Mareover, for the first time since 1966, in 1982, the
s of the State of Sao Paule was elected by divect vote amd chose
of Sio Paulo a polivician who lad also shown responsiveness (o the
uniry needs

thie state and the city of Sao Pavlo adopred various measures to mitigate
ptive impact of the evisis. However, state and local governments in
| & chronic searcity of resourves which wis mude much worse by
Althengh they tried o do something, the scope of their action was
: fncomparison with the needs created by the erisis, Among the initiatives
by the state, those for reducing the cost of lood deserve particular

They inclisde

. 1o segetable pardening. This progrmme seeks o use land availabile
el preivate institutions to grow vegetables for collective consumption.
petd that 135 gardens have been estabilished, benefiting B.000 people.
me also provides technical asistance (o schools, public and
Ations, and community onganizations which want 1o develop thei
leis. Mureaver, the state government has signed agreements with 320
Ml 1w for the provision of seeds lor local projecis

(large retasl’ sales). The parejoes or wholesale markets of vegelubles,
posiliry, fish amd meat sell divectly w the pubilic on selected dinys
W prices close to wholesale, This successtil programme started i
Sa0 Pavlo contral wholesale muatket. Due to increased demand,

T

:
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areas, the sargees do not nes essarily reach the poorest whs live in shanty ¥

and slums scattered all over the wrban area

9. Sacoloes (large bags’) l.amrlmgmummnrkrl size] of fruis and v
are sold at a single price chome 10 the wholesale price The govern
collaboration with cities and towm, also organizes sacolael schemes in
commuities, by helping them 1o buy praciuce at wholesale prices and (o :
it i sacaloes

4, Cumbain de alimenios “fwad comooyy’) Tar this svatem a community ¢
the purchase ol around 12 bawe hoschold needs ar whulesale priee
heir nethbourhood The governmeni Ielps ¥
OrRAIZANON. Sometimes private husipesanen participate in the sche
thelr mark-up is subject 10 control. In mid-1985, the monthly convoys e
ating in the Greater Siio Paulo area and in the interior of the state re '
respectively, an estimaned 168,000 and 250,000 people. :

% Central de alimeniny {“Food Netword' ). This scheme, mumnilar 1o the pres
v targeted at low-incame Families. Groups of around 20 fan
o buy a basic list of products—nce, bean, soybean oll ¥
yen, omions, garlic, egs. and pasta. Each group g
2 monthly arder w the Food network office. staung the quantities de
Food Network buys the products at wholesale prices and resells them |
families without a mark-up 1t §s estimated thay this saves 30 per cent o
retall prices. This project began in May 1984 and in mid. 1985 it
approximately 500 groups of families

6. Soup Aiichens 1his programme, argeted ar poor famiilies with and
lowes (hit 1Wo MmN Wages per month (roughly $100), seeks o , .
ane meal of soup diily per porson The soup w prepared and distriba q
the wamen of the poor € ammunities, while ingredients and kitchen equil
Are pm\'ulﬂi frec of charge by the government In mid-1985 there
soup kitchens in the Greater Sio Yaulo arca, prnviding 40,000 bowls
4 duv. The target s 10 provide 500,000 howls of soup diilly

brings them lor sile m v

one, is eapeciall
are organized
flotir, cassava, potate

1982

Imrion

Hn

w Wbﬂthhdimmdmlmp-uumcm

THis seCtion Assewses 11 effects af the cramn on child welliare, naessing 0
process, behaviour, and input indicaton separately

] Outcome weficnkars
(a) Infant mortality rates The infant mortality rate (IMR] ind '
the yearly number of deaths of children younget than one year per 10

births. For the purpese of analysis, dara for the state us & whole.
and the interior of the state are comdered y. The seasonally
IMR from 1980 w0 1984 illrated in Fig, 2.1 shows w declinmg v

Sonrse Official data bor vatious level

R

Fig. 20, 530 Paulo infant moctality rates, 1080 B4 [semomally adpmted
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the Beginning of 1984, when i increases sharply, ultimarely drereaving Anin 2.0 City of Sdo Panin; fww birth weght data from fus haspitals, LNO- 193
vemabiing higher than the lowest points reached in 1989, ! | ane (R 1N s 1004
Ihe increase in IMR cesulied mainly from an onthreak of meases in el , - . , 1l
1984, T'w bl ' y . PFanlo Hesplral 13 13.0 138 1
A Two reasons are believed 1o explain this increase, but i s nor possibl Blis Mnsernits 1 161 154 n.a na

to distinguish which was the most important: on the one hand there was.
deluy in the annual immunization sgainst mewles (due 10 adminsiran Y
problems ruther than o 4 shortage of resources . but there are those wiw
claim, wmong them the State’s secretary of health  Gastn Mercantil. | Fe
1905), that the outbreak would not liave been so serious, nor would its im
on mortality have been so evident, weee it not for the fact that the childre
were phissicully weak as 4 consespience of the ccomomic difficalies faced I

SAG Pl Flongoboid sind Sier Panke Marerniy
Larw burth wenght = bess tham 2.5 Lligrasa.

AnLE 2.0 State. Gapital, and Greater Sdo Pawle Regron: Pereentage of children
Jow hivth wesght iwho died before first buthday, 197% 1983

their lumilies during the ¢ risis State of Grewtes Gy '."
After Galling from 1980 1 1989, the proportion of infit deaths due S Pau ooz o —

infectious and parasitic diseases clearly increased in 1984, thus confirming th 17.1 19.3 ,':,'_7,

the suthreak of measdes played an impartant role in the increase of IMR § n2 "r'. . ,j'l

1984, Respivatory diseases abso sade an important contribition to the increg 0 ,‘,;'.' 2

in INIR i 1984, and the percentage of infant deaths related to malnutritie f": ;5‘;, W4

han Increased peristently since 1982

One can therefore conclude that even il the outhreak of messles were Hnke Foundation SEADE (Sl Ageney of the Stave of Sho Puako
o the delay of vaccinntion caused by adminkstratiye problems, there wer
incredses in other diseases affecting IMR which cannot be explained |k
problems of this natuee. The IMR data abo reflects weakenod hea it
conditions. malnutrition, and other difficulties Gaced by the infants and 1 o
families because of the economio decline. This view is supported by st i
showing thut, alter several vears of decline, IMR for Brazil as & whole in
creased between 1982 and 1984 from 63 10 73 per 1,000, Such studies poi
1o the sharp decline in wages and earnings, partieularly among low-bn
farmibies, an 4 main determinant of this change in trend (Beeker and Lechth
1986).

SO0, one of the most important cities of the nmr..wAIm'lt wits parte u‘lu'vh'
fected by the crisis because bty productive structure b m(hf-mul and urban.
e FATSA figures attract special attention not only for this reaon bur alo
e they are disaggregated, up-to-date, and contam a large .ummu.l of
' —— regarding the services of an institution which covers U5 per cem
! low il children. FAISA is highly regarded for its good management and oy

£ quality of its service. 4 i
"AISA)L\ sipported mainly by the resources of Santo Andree's mumicipal

Midget. As Table 2,10 shows, the city's revenues were severely hit by the crms,
i bt sought 1o avoid a il in FAISA’s resources by increasing llu-' perentage
L il revenues allocated o the institution. FAISA' budger, which includes
from other sources, is alio presented in Table 2.10: i began o drop :mly
K3, although at a very sharp rate. The increase i the lmdmj of 1985,
ne the economic recovery, shows how closely the budger lollows the
pie cycle.
oarcl:v how FAISA felt the impact of the crisis were obtained lh,uugh
with same of the insttution’s officers. According 10 them, it Wit
1o reduce some of the services offered since the cosis 'l;ll'ﬂ'll'll'l:' whl'l:
o revenues fell In weular, it wis necessary 1o our stdl, mchalimg
soedical und :umn:cdhp:?nmu and 14 of the 21 health care contees began 1o

(e} Morbidity: the FAISA data FAISA [ Foundution fise the Assistance ¢ Berate ut redind hours due (o fewer doctors and employees vo the staff,

ution \ N he persons remaine
Child ' s an i pported fands which hough an attempt was mide 1 nceease the efficiency of
;ib:u M::m;z.e‘ﬁrc‘hi.l;:nﬁ‘:m dty:!uh m.l“:l populatiol ‘_ winduty 11 bocame dificult w muintain the quantity and quality of services

(b) Low birth weight Tubles 28 und 2.9 present data an low bivth wed 4
(LBW). I the case of dava suppled by hospitals (Table 28, the indica o
shows detenioration from 1980 1o 1982 iy the Sdo Paulo Miternity and fron
80 to 1983 in the Sio Paulo Hospital, The Lutter shows & mitor IOV Emet
tn 194, but the rate obwerved then is still close 1o the 19083 care and well sk
those of the previous years. The same detedoration is shown untl 1983
Table 2.9, which has 4 wider coverage. The dats on LBW indicate u det
ranng stuaton. and are consistent with the hypothesis that the i
coonomiec difbiculties fuced by lamilies has had harmful effects on th el
children,
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e 200 Cuy of Santo André, FAISA health centres: evaluatoon of econume
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1580
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1982
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1064
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:v:;::trl |'n'lhr children and their mothers. The reduction of attendance hour
ealth care centres cavsed long waitin i

difficult and discouraging mothers lgmm b Semmbse g
and preventive examinations,
to FAISA officers,
ating.

The duta collected from FAISA conhirms that the
result of the combined effects of the difficulties encoun
ol the hujtb care centres and of the aggravation of I
the period 198184, the duta show 2 24 per cent increase in the number «
childten attending emergency services and a 12 per
treated for the sume reasons at FAISA's howpiral, wh
wans i reduction in ol numbers attending the healtl

monthly cases in 1980 10 7,630 in 1984,

To empliasize the importance of this finding,

198084, taken from FAISA's

portion ol appaintments for sick
examinations. This finding uygai

There was an increase in th

e incidence of
outbreak which oceurred in that year, as
steady decrease in the percentige of cases «
of preventing this disease have been put
the dissemination of information 1o (amil
Increased, posibly another indication of the children’s wo
autritionnl conditions.

Figures concerning the economic conditions of

children at the health care centres are
confirm that family conditions became

vinging their children for routin
with negative effects an their health. Accardi
the condition of children arriving at FAISA was det

situation worsened as
tered in the functiond
wsohold copditions, For

cont increase in ohild
tle ut the same time there
| care centres (from 8,612

additional information
health care centres only, show tha the

children increased relutive 1o that lise routiy
n reflects a worsening picture.
measles in 1984 following the
discussed earlier. There was also 4
i gastro-enterocolitis. New methods
mio pracuce by FAISA, including
lex. At the same time, cuses of anuemin
rsening health wd

families who registered (heiy
presented in Table 2.11. These duta
more severe during the onisis, with (he

thon ol Bamilies with insuffictent incomes rising steadily throughout the
poriod 198184,

~ Thus far the analysis has focused on the period 198184, The 1985 data
rovide important indications of the cyclical nature of some of the indicaton
ted, In 1985 there was a4 Gl in the number of out-patients, hospital
pones, wind wraerin rntes, and an improvement in the economic conditions
M the Bunilies and in the FAISA budger

: Whese signs of o cvelical wsociation between health and economic conditions
) bgieest the need for continued wnalvsis of this wsociation aod o improvement
M ahirtorun timeseries indicators covering both the availability of services and
oconomic conditions of the lumilies, which strongly influence the extent
1 nuture of their use of health tacilitien. Ax lar an policy b concerned, these
gns are abo indictive ot the importance ol avolding deluvs when taking
Clive action, because the timesligs Betwesn canses und eflects are appar-

¥l

Iy very shore

Process imdicatnes

) School attendance Figures for chilidren™s deop out vates and lack of

hievement are prosented in Table 212 These rates refer (o the state’s school
watem up to the cighth grade. They cover the Greater Sio Paulis area, the
Merior, and (he state as & whole T all theee canes, the wital rate of Gailure
pdontinues (o show o perdstent detestoration, which comes mudnly feom a sharp
rewse in the dropout vites. The inceease in the lack ol schievement cates i
comspicuous but it b also widespread, with only raee exceptions. These
s dre abo consistent with what would be expected [rom the crisis. They
ot demand-side as much as supply-aide conditions. On the demand side.
e economie difficulties led o lower income and chianges i employment.
which caused movements 1o other residential areas. This affects children's
performance at school. On the other hand, conditions on the supply side have
abo wonened. The public education system offers an education which i
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TasLe 212 Greoter Sdo Pasds, Intevioe, und State of Sho Poulo: first-grade schoals supported by the state, rates of failure by droppang wut,

and lock of ackievement, 19911985
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d 1o be in general inferior o that offered by the privare system. The
system suffers from many problems, excesive size being one of them,
i with a poorly pad administeanion, wachery and admimmstraton officen
adequate traming and motuvation, and a shonage of resources for
supplies. These supply-side problems are asociated with the economie
since some of them are caused by loss of revenue and lack of resources m
wte’s budger.

immunization coverage This o an area where significant fmprove
s hasve been accomplished since the lute 19700 These improvements
pd an important role in the declining teend of infant and child morality
Data on covernge of immunization in the State of Sho Paulo are presented
218 for the period 1975 84 There bs no evidence that the progress
late 19706 was interrupted, although the events of 1984, related
e outhreak of measles, indicate that the coverage of immunization is &
Mex baue that cannot be evaluated onlv by the number ol vaccines
tered.

BANLE 218 Ntate of Sdo Paulo. number of doses of vavious sacesnes admmiitered.
1%

Nbew N wibey Thyiihenia Thpthenss  Semalipon Trvamn LA
petiiineh 1oaeenl
el
2T WO L TMON unm LT SR TR
L N 15 NEL) LI 0 0 30 1220, M wITaM
LSRN R 222994 T2 L CUTRTT N s ER L
AT T am LA ok A IRUS A1) mie I
LR AR LU I AT 1290 LIS W N 1 50 %7
(ES- TUT BT TF b 205 TR AT XYY 10 IRUATE)
LLARAEE 1SR4 S ow AT 119 WALAA e
LT LN Lin e WL ke WIOM L
L2EM WS AT A LMY wa LR I WU KUY
(AR TRV KT S AL s L) 19 e 1957 4 s

L e L L Vo e LR [ PRI

A -

tndtcators
BEM (the stare’s Foundation for the Wellare of Minon) receives children
wloned on the streets or given up by their parents becuwe of lack of
FEREM also takes into custody childeen involved in crimes and
slations. 1t provides services such as howsing, education, and health
e Table 214 shows the number of children receiving assistance from
SIEM during 1079-85, The sharp rise from 1982 w 1984 can be associated
U the eeonomic crisk, as interviews with FEBEM alfice’s revealed that the
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growth i admissions was due 10 an increase in demand. Jonsistently with tl

cyclical behaviour of the economy, the rate of growth declined in 1985 A

distinctive chamcrerintic of the figures in Table 214 is the sharp increase o
the cases classified as violation of law since 1982, Child delinguency has beey
# subject of extensive press coverage, where i1 in consdered ane of the
important consequences of the cconomic crisis. Nevertheless, a large proportic
of the violations committed by children remain unreported, since many victim
do not take the trouble of going w the police 10 sign « complaint. Cri

statistics provided by the police and by the Special Courts of Minors are

comsequently deficient. Perhaps the most disunctive feature of Table 2.14

Tanew 204 Greater Sdo Paulo: childten veceived by FEREM, 1979- 1985

2 Brazil 5l

W begative impact i tos case Tl on the expansion of the public services,

fing water and sanitton facilities, with the sotceable exception of the

ity sector which continued (o expand.

total government expenditure of the State of Sio Pavlo and of i
rement of Health and Educanon m the years T980-84 & illustrated in
215, The drop m 1ol expenditure i evident, especiully m the case of
pial expenditure of the Department of Education. The Department of
lih was uble wo muntan s shice of the reduced total budger, and to recover
abwolute value of it capital expenditures. It also faced hetter proxpects in
5 since the state obramed a loan of $55.5 million from the World Bank 10
the services provided m this aren. In the Greater Sio Paulo area, the
0 will be wsed 1o bnld five hospiads and 1o rehabilivare theee others and 10
il 99 new health posts i urcas where there was the most senious gap

| 1979 1080 1081 1982 1983 1984 amy
Number assisted HHS1 S58B4 20508 28438 30,487 37,053 S04
Percentuge of cises of!
Abindonment AT M4 W6 e a2 1
Given up by parents 08 188 250 308 270/ N 013
Violation of law 24 KM S04 220 208 W0 387

health service provision and popalanon growth (merview with Dy
s Yunes 1965, The municipal budger dara for the period 198085 are
ted i Table 206, Iy can be seen thar unil 1984 the share of the Healih
Educanon depariments inoreased so sharply thar even with a falling roml
get thewr expenditure actually increased in abwolure vialues, However, when
ihed by funcuon (lower balf of Table 2.16), bath shares and abwolure

Swnir: FENEM

thus that it supports the hypothests of ineressed child delingquency which
other olficial stastics do not necessarily reveal. Sinee the school dropeout rares
presented above cun alio be viewod as o bebsviour indicator, taken ogether
the data in tables 2.12 und 2. 14 provide consistent evidence of the worsening

of indicatars ol this type.

f Input inadicatory

The daw examined in this sction concern the availability of services and
government expenditures in sectors with u divect impact on children, such as
education and health. Previous studies (us reviewed in Mucedo 1904 have
shown trends i living conditions (howsing, water and sanitation wfvivn;.
Conditions m the city of Sio Paulo substantially improved in the 19705, as o

result of housing programmes arganized by the Federal government and of

the Stare’s expenditures on water and sanitation services Although it was not
powsible 10 obtam the same specific data for the 1980s, it is well kiown
that these advances have been cut short. Families are coping with inereased
difhiculties in paying for howsing, while the government bas further rediced
investmens in this ared due (0 decline in revenue. House starts fell Wy.
and imvesment expenditures were reduced ar vl rvels of govermiment:

penditure an health and educanon fell,
i should be noted tha the expenditures by departments largely reflect
personnel expenditures. The fall observed i the state’s case s minly @ rouli
ol i wage freeze (o which the salanes of the staie’s public servanis have long
mosibpevted, particularly dunng the coms, Sooner or later, this affects the
‘ ¢ of the services provided: the sinkes of public servants commaon in the
health and education aveas during the crmis are an example. o the case of the
| ' ol Sio Panlo, rang expenditure was also due 1o an expansion of the
slicational services, particularly day care centres, kindergartens, and other
hool ficilities, But since the state i the most important provider of
thonal and health services to children, the expanson of the city budget
s bafficiont o cover needs
it was not possible to obtain a convistent set of figures for social expenditures
 the federal government, Mareover, in the State of Sdo Paulo the federal
1 plays only a marginal role with respect to expenses in the area of
education. As far as health expenditires are concerned, the major programme
0 el by the federal government is the health care programme, under the
ol the socinl securnity system, which abwo covers the Sute of Sdo Paulo,
. 207 shows how this programme suffered cuts from 1981 @ 1984, The
ull wis particularly severe in 1983, since in 1982 the social security tax was
pereased and the systemn was able 1o count on larger funds. Since part of the
henlth care is provided through private hospitals, the reduced funds are causing
e of thew 1o refuse in-patients and/or to send them home before completing
treatment. Theee are, however, no estimates of how these developments hiave
affected the health care provided 1w the population,
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Tance 205 State O Sdv Paulo: total expenditures by the Siaie Depigrt

Health wnd Education, 1990 1994 (12 Cv 8 billeow AL 217 Expenditures by the swcsal secwnrty yyikem and the share of health care,

Dheguartmenit i Btunsrrem
e R
t"l Ak Corewt Gopnal Tisel L Sesie € Fotal real Real expeneitures on healthoare
lgee vt Capial Taal L M expenditures — —
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b Sucaidl Securits, Wellie, and Healih Ciare Syniem

Tanve 216 Ciyor s,
Aor Ay of S Panlo: povernment
departenent and function, 1990 A0 - expemditures on health and edusation

sorts, as the individuals and Gamilies sought to adjust 1o the crisis

Fidwmeation Health -

Touwi Amownr  Share utler mechanmms emerged, such as the rediction in the propensity to save,
espenditure ™ At “!mv e expanmion of the nonsorganized economy, and the reallocation of family

: :;'" ?”’“-’ 25 ”1: :'M'M 18 the crisis continued, however, these mechanisms became weaker. Under
12 ;:2? : LN | an ™ (';I. i pressures of events, the federal government responded with polickes which
1983 2160 ':;Z 0.0 145 55 ove very limited in scope, ineffective and often misguided. As shown in Part
084 pos 278 14 157 P 1, the social efferts of the crisis, which cantinued after the end of the recession,
s 24917 14 : :—3 170 42 e more evident at the state and local level, where governments are less well-
0 1 74 both in terms of the small size of their budgets and their limited

0 2503 By fumtion ‘ e, to deal with the effects of the costs. Their response wits also lagged
190 2440 3‘;: 129 M (0.4 e Himited, bhat at least showed more concern for the plight of those affected
12 246 $3.4 13.4 204 12.1 by the crisis than did that of the federal government. Tn some cases, their
1983 2160 ey 138 96 12 WM pte to preserve or increase expenditure b the social secton were partially

1984 20n ey i 2 97 wcermlisl

1985 9407 .7 | \3 E;: 6.3 On balance, howeser, government policies — particularly those of 4 macro-
. 1.5 pronomic nature aggravated the social effects of the erisis, and have had o

Mronger impact than those improvised (o mitigate this negative impact.

Phe macro-cconomic adjustment policies adapted at the federal level from
U1 o 1988 were implemented without any concern for their social impact.
i aeddition, while the adjustment of the external accounts his been suceessful
Hromn the point of view of the TMF and foreign banks, the Brazilian economy
s st suffering from the adjustment as enormous amounts of badly needed
' res are being translerred abiroad in the form of interest payments. 17 this
Aeanster bs not sharply reduced, the country’s medium and long-term growth
Wil be jropardized.

1 wonld be unrealistic 1o say that Brazil should seek ways to avoid any

Sewrer: Clty of Shar Pagho, Dvparument of Finanes.

Note: The edducation etk
houih fgeren ot W fgurrs v bindes rumm oty sports, and weltire st the

bt cxpres :
o Wealth Degaromenis - Wt respmmmbiibiny of e Hebus arissn

o TIME2 et gy (Wugveres leflaved by General Prics (TN

v Mhumh'“ﬂ". A

.l'l:::: .;x::_c(-’ ;.; ;::lgl\l.a;:nl un !.'r:numu‘ crisis bevond 4 simple analysis of the Intuntial

NP, unem ‘ resources abroad

s e “:' a':.mml. ;:?-:::::’n. u:ud external hllau?'r. the f' it of interest on bs Toeeign debit, but it s obvious that o s §
presented in this study shows that the effecis am.uﬁ‘m with | v Tahe o . i e sl o o s g

LSRR With: g of st e made keeping in mind the social cost of this contin i
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resourves. The amount of interest that Beagil pard abrand in 1985 i roug)

mn:Avnlrul o the entire budger of the federal socal weunity, welfure, and
medhcare system, a comparison that gives an idea of the mportance ol the

contmmng cont of the del.

Drawing on the lesons of the recent recesdon, it is important that b

rountry. resexamines its apparatus of social support so that the next recession
will not find Brazil again ill prepared 10 cope with the impact of the crivis on

the more valnerable social groups in general, and on children in parvicolar

Since the new govermment ook office carly in 1985, there have been encours
- ' il some actions have already been
I\i;k!;ﬂ Same of these actions have been il planned or mismanaged, like llk?
Mil l'mgralmgw which sought to disteibute milk 1o needy families on the basis
st but Gailed 1w Large extent because of insufficient milk wpply.
such i the unemplovment insurance programme extablished wgether
while the vperanng modalit-
wx and expected results are not yet clearly defined. 1t is still 1oo carly, however,
| other programmes, such as land din-
inhution, b«‘auu- they are at their initial stages. 1t bs well known haw diﬂiél::;
1w 10 establish a new social programme in Brazil because of bureancranc

aging signs of concern for social problems,

of ‘milk
Orher,
with the Cruzado Plan, have restricted coverage,

10 make & fir eviluation of these and

problems, lack of experience, wnd the siee of the country.
In wny case. this new concern with social
problems such as those discussed iy this

analyms would facilitiuie the formulition of sueh an approach:

L. Programmes for the provision of food or for reclucing its cost such us fiod
PP 4142, should be extended. Moreover, in
l::l:lght ul' m; recent cﬂmfun?ging trends i the prodaction of foxd crops a'ml
‘ r price of food in Brazil, food and agoculural policies should e directed
At reversing these trends, given their serious impact on the budgets of the poor

stamps and abso those listed on

Larniilies

2. Government social expenditures, :

. , partculaely at the stute and loca! |
should be' prodected or inereased in accordance with the emerging umrhw::;
'Bnl;lrdl, :h;a u::mlvn a redefinition of the allocation of tax resources among

er wWern )

m.m evels of g ment, snce the federal government tikes the lion's

3. Given the difficulties of transferrin ithi

_ . . K resources within or hetween levels
ol :::munmt. mlrm.ulmml bending iwwtiturions should, particulurly dt:t?l‘tg
periods of recesston, give priority 1 loans directed 10 expand or complement
:ocul' cs;mvtdhum. The recent Waorld Bank loan 1o the State of Sio Paulo lor

e expansion of the health centres network, as mentioned in Part 1V, §s
Hlustrative of what can be done in this respect. '

Al policies directed at mitigatin

R the impact of the crisis, whether

&Mumsdwmwmmdﬂuﬂymnhzwﬁfm:of‘ il be
means-tested since many measires taken by the government have leet In-

problems will help i tackling
sidy . The conerete lesony of this

2 Braxl 35

tive of have had harmiul distributive effects because their clientele was

it well defined,

8. There are many specific policies which have a bearing on the welfare of
Ahie children. Some areis emerge from the analysis of Part IV —among others,
e administration and covernge of IMMUNIZANON CAMpPagns, support
dorganizations such us FATSA or FEBEM, improvemenis in the school system
wcluding day care centres and nutrition programmes ar the school level),
wil & concentrated attack on specific caes of mortlity and morbadity.

I the government were 1o enlarge the scope of 1s acton m thi wrea,
Wentitving key problems would oot comtitute an impediment. There i rele-
i experience in Brazil, and addinonal guidance can be provided by mter-
witional agencies. What i still lacking s poliveal will 1o conmder the welfare
ol the children a prionty and 10 redicect government actions and resources
acordingly,

6. Concerned persons and imstitutions should undertake a strong effort 1o
e public opinion and government anthonities aware of the damaugpng
ellects of economie conditions on the welfare of the Brazilian children, whose
stundurds are aleeady low becanse of wadespread poverty, particularly dunng
tecessionary penods,

The relation between economic conditions and the wellare of children should
e monitored in @ systematic wiy and the resulis of this monitorimg activity
Wiould be given wide publicity in the hope of reaching those who have the
political power, arousing thewr concern with the bad and detenorating con-
itions and inducing them 1o act. Writng this chaprer entailed asembling
seattered data and organizing and analysng them. Although most of the
sources contacted were willing 1o provide formation, some did not bave the
wecessary data readily accessible. Others vould not provide updated infor-
mation, the major reason apparently being that prority for this sk was ot
ptablished at ugher levels of the merarehy

Efforts aimed a1 arousing the government's concern must be combined with
Is for policies with respeet to children’s welfare. These efforts, however,
should not depend only on isolated mitiatives. 16 s time for Bracilian insti-
ttions, with outside support, to organize this effort of monitoring and advo-
wacy in a systematic fashion; 1 amemble the mformation in a way that is casy
w understand; and 10 produce monthly or quarterly reports to be sent 1o
public authorities, 10 the media, congresmen and ather influential individuals

wind organzations
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Social Policy, Poverty, and Vulnerable Groups:
Children in Chile

Dagmar Raciynvk

 Introduction

This study examines the impact of economic conditions and social policies op
ot howseholds, and especially on the age-group that bs particalarely vulner-
alle, Le. children less thian 14 years of uge.

The period under examivation i 197485, u period during which the
Chilean economy and social structure experienced profound modification.
Over more than 12 vears, o politically authoritarian and econoamically aeo-
Nberal model his been implemented, representing a departure from develop.
ment strategies that characterized the country from the 1950s until Seprember
7). Between 1980 and 19741 the socioseconomic development ol the country
wis defined by an import substitution industrial strategy with strong govern.
ment support. Under (his strategy the stiste played an increasingly important
mole in the social sphere— education. bealth. housing, and social secunity

fiting middle- us well as Tow-income sectors. Poor households, particu-

y the urbun ones. benefited through stable employment and public pro-

mes in bousing, bealth, and education. Living conditions improved,

uding edocaton standueds and the health situation. To differing exens,

wilds had acces 10 services and urbian consumprion, e water, elec-

doity, sewerage. gas, and durible goods. Some experienced upward wocial
lity.

During the it years of the 19708 the country fuced severe econom

locations s well ws sociospolitical conflicts and contradictions which the
wias unable w resolve. The military government that wok power at the
el of 1973 implemented a monetanist policy package which his been defined

“the mam case of modern application of monetarst orthodoxy due o s

sy, depth and coverage' (Flrench-Davis 1983, and which led w
non of demund as well ax an abropr opening of the economy, A set of

i were also mroduced w mcrease privatzation and reduoce the rale of the

e These reforms were uccompanied by o severe weakemng and increased

ol over popular orgamzanom, particularly those of u unioni or polincal
narure, as well ax over other groups putting forward demands and pressuring



5 Racomiky ¥ Chile el

From the beginning these policies involved great social coss which
barn partcularly heavily by the lower segments of the populunion. They
their jobs. wiages and incomes, organization and soctal participation, und mue
more. There have been some highly selective remedial policies 10 aid 1
extremely poor sectors, although they were frequently introduced after
stantial delays. Some were only 4 weak remedy for major needs. Others ¢
not reach the neediest. But others —those related 1o mother and child care
nuimtional intervention for pregnant women and the under-6s —were on th
whole succenstul.

Thw study s divided inno five parts. Parts 1 and 11 examine the natum ¢
the ecanomic policies implemented in Chile in 1974 A5, their effects on incons
disiribunion and o the material lving conditions of poar houscholds, Pary
looks i more detail into the social policles, government expenditure, and th
mam programmes directed towards poor households and children, as well
At the significant changes in child welfire which followed. Pan IV »
on several inedepth studies of small sumples of howseholds in the Sant
metropolitan area during the years 1982-85_ 11 descrilyes the daily expenenc
of poor howeholds regarding deteriorating economic conditions and socinl
policies, and deals with the behaviour adopted in order 1o increase
resources 1o satisly basic needs. The impact of the sconomic deteriortion

........
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alwr assessed i terms of household organization and social relationships ‘ 1 E s._
Finally, Part V atiempis 10 draw some lesons from the Chilean case. ; = L Ll E T T
f gg’“ REsicdsdnsdranands
-3 N e
g - W AN =C=e
n mmm&mmumm ; g’;_' ]$§$§§§§g;2=a-‘ng:
The performance of the Chilean cconomy over the 197485 period - : =
stagnation of even a downward trend According 1o official figures GDP per AN -0 S .S
capita in 1985 was anly 1.8 per cent higher than in 1974, and 2.7 per | S'.- | moeegedrndeda-u= e
lower than in 1970, Yearly figures show two periods of recession, first in 197% -5 e '

76 and then in 1982-83. Berween the recessions thers was i recovery period
characterized by high growth of GDP, The vears TOB4-85 have shown a sk
und umstable recovery (Table 5,17, The stagnation of the economy between
1974 and 1985 was accompanicd by a weakening of the productive base and
a Ll in domestic investment (which had been low historically ), This caused
a downward trend in industrial production and employvment and (us will be
shown in Part 111 4 deterioration i income distribution and in the standards
ol living of both urban and ruml low-income ROt

Several factors contribiited to ths performance. On the ane hund, there
were external Bactors: the 1975 and 1981 recessions in the world economy, und
incressed fnternatbonal liquidity and forvign loans (owards the end of the
19705, On the other hand, there were internal factony: macroseconomic dis-
locations and the socio-political orisis that Chile expenenced in 1972/ and
the neo-liberal monetarist policy packagey inplemented by the milivry
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The internationn] recession that began in 1981, associated with
in oreign credit aod u Lunge ] in the price of copper  which
ted ome-hallol Chilean exports |, deepened the problems. T wis necess:
how, o adjust. The government then sporsored an antomatie adjust-
b similar o that of 1975, in order o keep inflation and the exchange rate
control. The negative comequences of this policy on unemployment
o on the growth of productive sectors oriented (o the domestic marked
Moot to appear. Domestic rocession reached higher levels than in 1975
capita product deopped by 155 per cent in 1982 and 2.4 per cent in
B The unemplovment rate increased 1 one-fifth of the Lubour force in
andd one«third in 1985 Wages fell dightly in 1982, but in 1985 they were
B fullinng. Business Gilure wis feequent and the delays in payvinent of domestic
put the navonal Banking systern oo difficalt sdation. The Litter was
pocted by the government in order 10 avoid panic. There were several

government that wok power in 1973 see Foxley 19080, 1982; Flrench-Davi
1983 Vergara 19815 Arellano and Cortazar 1982 Mufoz 1945)

The world recession of 1975 led 10 o substantial deterioration b 4¢
per cent in the country’s terms of wade. This occurred at i time whes
arthodos stalilization programme was bemng introduced domestically 1o de
with the two severe dislocations thar prevadled in 1973 a luigh snflation ra
and a large defichh in the balance of payments. Moneturist policies w
adopred, aiming at contracting aguregate demand by reducing pubilic expey
diture and freezing wages, as well as ar aenvatng mstitutional reforms
libevalize trade, open the ecanomy, and reduce the vole of the state by tran
ferring to the private sectar many funcions that were previously in the govers
ment domain, This programme had a sirong negative Hnpact on the econ
which was accentuated by the world economic ceisis of 1975 in that vear,
industeial production deopped 26,6 per cen per capita product fell 14, p : :
per cent, the unemplayment rate, incliding the population covered by (he HpIs (0 giin control over the ecannmy which "'l_'“‘""“‘d partial ""l’f‘"
emergency employment programme (PEM), increased 10 17.6 per cent; and from the original policy: greater protectionist measures regarding
real wages were less than 35 per cent those of 1970, Inflation fell. bot remuis ol IPoros, successive devaluations of the peso amd tmuliln.-aliun'ul llu" exchunge
ubiove 100 per cent ey, signiheant subsidies to businesses and 1o the private nancial system,

In 1977, ar a time when the world economy was improving, the Chiloa bintions over foreign debt, ete. At the same time, however, there were
economy began a recovery which lasted until 1981, Between 1977 and 198 nonal artempis 1o privatize. including selling banks which had been taken
"the Chilean economic model’ crystallized. There was a shirp apening of ¢ public ownenship w “"U‘fl “_'"“l"‘" and shiares in some pubilic f'"""l"*“'*
ecanomy, tariffs went down to 10 per cent, and other restrictions on import I wummary, GDF per capita in 1985 was lower not only than i 1981 but
were eliminated, Capital markets were liberalized and public enterprise than m 1974 and 1970, The country’s productive base. particularly its
including nationalized banks and Land holdings were sold 10 the Private sector trial base, hid been weakened. The burden of i beavy foreign debit Kangy
on Bavourable conditions. All this resilted in a strong concentration of wealth.

o the economic futre of the country, Control over inflistion (which was
The Toremost goal of the economic team until 1981 was the struggle agiinst sdering 26 per cont i December 1985) and an im-u-_au i eXports were
inflation, and the main wol selected for its regalation was the exchange rate. Ive signs within a generally negative cconomic situation.
Inflation dropped, but other econamic objectives, such as equilibrium in the
loreign sector and domestic production, were sacrificed. Between 1977 and
1981, the economy showed high growth rates and decreaning yearly vates of
inflavion, Lu 1981 inflation was beliw 10 per cent and there was talk abouy
the "Chilean miracle’ However, the unemployment rate was 16 per cent, wige
recovery wis slow, and the investment rate was low and directed mainly 10
financial und real-estate markes, particularly in luxury buildings, and not 1
mvestments that would strengthen the productive structure. The imvestment
which ok pluce increased the private sector’s indebtednes abroad and dom-
estically
The *Chilean miracle’ was based on the sbundance ol international rovources
und foreign loans. T 1970 4 lixed exchange rate along with significant domestic { :
inflation led 1o over valuation of the Chilean peso. That, together with the 1“ ment among blue-collar workers was double the rate among wh"“?“h'
extreme reduction of tarifls, simulated imports, In spite of an increase in Workens, and the layoll rate among heads of households of the lowess quintile
exports, the deficit on the trade balunce in 1981 was five times that of 1978, Wik triple that for heads ol households in a relatively better position. Moreover.,
The excessive domestic expenditure of the private sector, which was stimulated Wiw-income houscholds typically hive a lower) number of income-carning
by the unrestricted apening of the economy, led 10 an untmanageable external members per howsehold. Several surveys in low-income sectors of Greater

Effects on employment, incomes and household consumption

agregate indicators of real wages, pensions, and unemployment rates
a substantial downward wend in 197576 [ Table 3.2). Between 1977
1981 along with economic recovery there wan u slow improvement in these
icatons, However, in 1981 they were sill ar a0 level below that of 1970.
wnd real wages were 18 per cent and 3 per cent lower, respectively,
Wl unemployment was never below 16 per cent during the 1960x. The absence
1ok particularly atfected poorer houscholds, For example., i Greater Santi-
inhabited by more than onesthird of the country’s papulation, unem-
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Tavve 3.2 Unemployment, wages, aeerage pension, and famly allowance,
1985
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Santago showed that less than half of the labour force residing there hud stable
employment (Morales 1982

Data on income distnibution reveals increasing concentration, Through
197483 there was @ systematic drop i the percentage of 1ol income earned
hy the poorest segments of the population in Greater Santiago, and a persistent
ineresse i that of the nchest segment [ Riveros [984)

Information for 1969 and 1978 on howsehold conmmption confirms the
mereasing concentration of income. Only the wealthiest 20 per cent of howses
holds increased their consumption; for the poorest 60 per cent there was #
drop. In spite of the reorientation of consamption wwards food, there was
significant deterioration in the atsolute expenditure level an food items in the
poorest households, which transbited imto a greater consumption of starch and
four and a lower comsumption of meat, oil, ey, and vegetables. Eau

of calorie and protein intake per peron show that duning this penod l

was & significant increase in the deficit in 40 per cent of the poarest ho '
(Tables 3.3 and 341, as measured by tbcmhumumuquitumupum,
defined by FAO/WHO, .
“wwlhmlymmmnkmm.muddq " ,,. b ,
ol poor households due o higher relutive prices for VIO CommuT ¢

N Chile 6l

Tanre 3.3 Greater Santsage. total and food consumption by tmeame quinnle, 1969
and 1978
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by the poor (Table 3.5) as well as increasing unemployment and the lall in
wages. Between 1978 and 1981 there was o slow recovery in employment and
wages. Asa result, the situation of poor howseholds probably slightly improved,
With the recession at the end of 1981, wages, income, and employment
conditions of households experienced 4 new and more significant deterioration,
The unemployment rate increased 1o almost one<thind of the Libour foree in
1983, The index of wages and salaries deopped 10 per cent in 1983 relative
to 1981, Different income concentrution indices show lncreasing ineguality
(Riveros 1984, Altimir 1984
’l'kmun- ol unemployment in 198283 relutive to previous vears, shiows
lhlmhdwmplwmtmcwnmplddbymm
e length of time for which workers cemained Luid off: This was even more
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significant for the population aged 25 or older, which sugggests that ol

Indices of comswmer prices, 1974 1994 | Sepl. 1974 = 100))
pereentage of the laid-off were heads ol households, Among these ho

Family income i 1982-89 was 29 per cent lower thun that of 1979-80 (Ri (?"".m M (».I'l " \"'..‘u b
' Pt changes or pw
1984). In 1984-85 the emplovment situation showed sigms of reca . horse ik
.llnwr\rr, part ol this l'""’wf‘ took place in'lmﬁ-[mhu‘livn)' J0bs in m3 T Y, U7 () 564
nformal urban secior (Judresic 1985 and 198G, Simultancously, the . 1070 | 442 144 I 841 170
populiation covered by soctal security fell from 79 per cent in 1974 10 63 . 1977 2. 8500 73 10913 "l
cent in 1990, und was probably lower fise 1985 (Arelluno 1985 1 1415 ¥ 3,561 pod
These develapmenis all pomnt to 4 further deterioration of (he welfire & g 1979 $.646 % e ;'j
poor households in 198285, with negative repercussions on their abulity o 1900 057 j‘7’ :'I, fl':: "»
meet baste needs. The evolution of the price index of w basic basker ol good k. ;:;: :' 19,558 A
of the poor headed in the same divection. Between September 1981 ::‘: 10,197 0 16,400 i
September 194 the consumer price index for the poor incressed 105 per cont; 1914 R I 23,267 1
while the official index incremsed only 67 per cent (Table 4.5 LIRS 15,804 H ¥0,43 "

There are no dats available on family budgers similar 1o thiat of 1969 and
1978 for more vigorous analysis of consumption putterns. Studies based on
sl samples in poor sectors of greater Suntiago during 1983/84 and 198!
agree that there was a drop in lamily expenditires, un Inereasing proport
o expenditure devoted to food, and & reorientation of food expendinirm
towards bread, starches, four, and coreals, away from products richer m
proveins, minerals, and vitomin, Schkolaik (1985) shows that by mid- 1985, in :
two communities of Grester Santingo, more than twosthirds of the housebolds
comumed les calories per capita than the amount recommended by
FADIWHO, Cerecedi und Cifuentes (1987) conclude for » repesentative
sample of poor househalds during the second half of FOB located in La Florida
i the metropolitan ares of Santiago, 63 per cent ol howseholds hid income
below the cont of & basic basket of goods, A study at the national level in 1989
concludes that 32 per cent of the popalation did not have enough income 1o ‘
purchise the minimium lisod basket dofined by CEPAL 'Rodrigues 19854 In |
1969, ucording w CEPAL data, no more than 10 per cent of the populition
faced such o sdation
I sumimary, the distributive dimennon of econamic policy traslated inte
# greater income comcentration, e the KAp bertween the income of poor and
nich househalds ineressed. Poor and middle-class houseliolds experienced an
ahsolute drop in income 10 the extent that m LOBI/RS & significanty higher ;
propartion ol households did nor bave mmough income 1o purchase the W
e basket of gods
In contrast, in 1977-B1, sevess 1o durable goods, m particular televisions,
radios, and upplinnees hud ncreased, a trend thanstared in the 19605 Betwern
1969 and 1978, household expenditures on lesure and durable goods incrensed
o absolute terms and us g pereentage of il expenditure i all income
winsiles (Table 340 Data from the howing and population national COnss
OF 1970 and 1982 show thut there was significant incresse in the percen e
of hosseholdy thit owned o television set Hrom 19 10 78 per cent), & vadiv (74

Wt Laghe 1984

comininener prbor den Taasedd onn Basket of goodds commurmed by i boese il whih average

e Dok hobebe Danerd om Bnadat oof goesdds comsnimed by gt honasebiibide

Nt @ gas stove (50474 per cent) w refrigerator (2948 per cent ‘...md
similar goods. Rodrigues (1985 ) abo confirmed that the ownership of
ponxds spread w lower income groups. Some B3 per cont of the Iumwhulth'
lower quintile owned # radio, B8 per cent owned o bliuck-and-white
rvine 7 per cent a colour one
» :'l'u:.::t'm ::'m- s be paradoxical, with a fall in soral expeadinures and
vomsuamption of poor howscholds ar the same tme as mereases i the
ip of domestic upplianees, The factors thar fed 10 this siiaanon are
d 1o the coonomic model thar was implemented, 1e. the opening of the
my and drastic reduction of wnfls on impors, as well as rechnological
loprents intermationally which reduced the relanve prices of durable
for Chileans. The emphasis of the model on competsion, the marker,
il the individual consumeT accelerated publicity and lll'\:"'l“\"""'l“! for all
- of goods, especially fir modern durable goods. Campetition for fuutkﬂul[
products increased tremendoudy, not only in u‘rm-.nl advertimng came-
(Filgueirn 19811, but ale credit; the combined effect was 0 persuade
e population 1o purchase goods, which dimimshed the resmrces nvailuble
i food wnd other basic necds. To the extent thas expenditures on food and
e esentials were imutficient in quality and quantity, it w diffienls w
pred the ownenship of durable goods as an advancement in social develop-
M OF an increase in family welfare of lower segments of the population.
With the 1942-83 recession and unemployment rates that bardered m‘w
per oot of the labour force, the sitation of the poor became so acnte that
many howseholds stopped ustng goods purchased in the past because they
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muld_ not continue paying their debis or because they had o be sold in ordet MLE 3.6 Per capita public socral expenditures, 19701983 | thousand pesos 1978

:'(:;;m(y mare urgent needs, or even because they could not sfford repain of
l T .

ey Kdwcanion Healih  Socml Labour  Houswng  Other Toml

Nty

1Y hulcupuacm-duddpdiduhm-n-ubunw ) 1877 1,389 LR TIN) 18 1,385 63 6,195

N 212 1,348 3,084 15 LS 3 HA2G

1 Sacial pelicies und public ex toete ander S Leo 1,060 2,487 170 1.0/ 4 102

, WIS opondiure sadly i mitiegy ragioe 0 1.3 955 L6l 4% OB 6396

l’ublk ﬂ’x‘"'.l“m' "x’ "I“(“ﬂ ‘" "ml wotom m (:"’c dn:rhw mm’u.ll : '.7‘7 ..ulb 3.‘)‘1‘ CO.” “7' .2” 72"

from the 19205 By the end of the 19604, public expenditure on education, :':;; :m ;gx ;:‘z ;;‘; :“'; :3"‘:

2 { B

:‘(ﬂ“-ﬂh h"'“‘}lg. 'fxial secunty, and labour represented 20 per cent of GDP, ‘:;‘m l:tf" 1:“'| Sy "L L) %1 7679

eRstration in primary education covered 95 per cent of the populition 6-1 ) 1,241 14097 120 730 2806 7,754

years old, 81 per cent of births were delivered by professionals, and 76 per centl 1,937 1,200 1,763 257 500 200 7907

of the economically uctive population were covered by social security. One 1672 1,04 1,796 590 L) 157 T

sudy (Foxley # al. 1979) shawed that for 1969 the distribution of publie
expenditure in the social sector was progresive as compared 10 mcome dise
tribution. The poorest 30 per cent of households reeeived 8 per cent of the
nanonal income, hut received 18 per cent al the benefin of social public
expenditure. However, within these sertors important inequalities remained.
Except tor health sector benedits, richer households benefited more in abwolute
vermn than poor ones. Tn each of the social sectors there was signihcant potential
for more progresive social expenditure that would contribute o reducing the
kap between higher and lower income Broups.

When the militury government came to powet in 1973, five decades of
almost continuoos expansion of the welfiare state came to an end. The govern.
ment reduced public expenditure, including social expenditure, in sccordance
with u neo-liberal approach in which the state plays only & subwidiary mole,
and under pressure from the economic restrictions and budgetary adjusimens
required by the economic policy. Social expenditure per capita in 197576
wian 27 per cent lower than in 1970 There b been 4 recovery minee 1977, b
over the whole period expenditure por capita remained below the 1970 level.
With the 1982-83 recesion, per capita social expenditure was only slightly
reduced (Table 3.6). As will be shown later, this is 4 consequence of develop-
meEnts in two sectom: social security and labour, In housing, health, and
education, per capita expenditure in 1985 was lower than in 1981 by 45 per
cent, 12 por cont, and 1) per cent. respectively, Official figures of fiscal social
expenditure show an increase from 1974, in conteust 1o the data in Table 3.6,
Ihis & due o the mereasing fincal component ol social expenditure and

Marshall (1981, Mareed (19044

wullered a deterioration in their incomes and have o siandard of living
I below the minimum
government's social policy was atmed at elimimating extreme poverty
iongh the direct provision of monetary and nonsmonetary subsidies to poorer
holds. As the social conts of the economic model became more evident,
government developed wosystem alidentification of these in extreme poverty
started o implement several types of subsicies. However, the tool that
as designed for this purpose — the Socinl Stratification Card or CAS card
Jous brised desiggn as well as application problems which huve affected the validity
reliability of the information collected. Raceymaki 19944
The social support network, consisting of sulsidies desigred 10 counteract
sockal costs of the economic policy, relies heavily on social programmes
existed prior 1o the military government. However, there are several new
mes. Some are aimed ar poor households in general, or at some ol
adult members, Others are geared specifically towards children. The
ernment s also implemented bnstitutional reforms simed a1 hroadening
the role of the market as 4 resource allocating mechanism, supporting private
icipation in the management of services in education, health, social securs
My, and housing. These reforms, which have beer actively implemented sinee
diffecences in indices used for defluting to constant prices (Marshall 1981, ML have constituted o direct cont o the state at o time when it was coping
Marcel 19848), ith budgetary restrictions. It ks not possible 1o give win appraisal of these
Phe advocates of the monerana approach have argued that the negative wediieros in this chapter. Arellane (1985) has estimated (hat the social security
effects of sume of the macro-economic varialiles on the income levels of the teform implied an increase in the public sector deficit equivalent 103 per cent
poor have been compensated by an increase in social expenditure and a more LN in 1985, while the reforms in the health sector reduced revenues for

efficient use of it. They say there is an efficient socil network for those who pubilic health by 1113 per cent.

s

R
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& Nocual progrommes dirvected to increasing the wolfare of poar houscholds ve of social security, pensions, and layoff subsidies 1he cover-

(a) Emergency unemployment policies 11 1975 i the face of . : soctnl secursty, which historically has been bagh in Chile, was redieed
' grown ¥ " - \
unemiployment, the government chanuelled increasing amounts of maney tncy gevirnamcit. 5. [179: (e aysma. covanstl vl pen et

- : ; o ot force, while in 1980 it covered only 63 per cent Arellana 1985, This

::?,l:,::li:::l::.p':::l;m;:" o |t~'r:l;1 » 'mm“."n tairhuded ""'"r" wubsidies K8 b result both of Bigh and pml:mgn: Ly -ofls and & moditication of

ant’ cirect silwidies 1o partially compemate for the effecn’§ Bubour legistation, which resulted in o weakening of the unions and los
unemployiment on family income. Subsidies for biving additional labour :

b taaen 2 : and higher Mexibility of Labour contracts
:'::.'.::?,:::’:l'::‘.:::';;'“,”d-:mm. .“:’7;'"". Wak & reduction. in the employees lal security b the social sector that alsorbs the highest pereentage of
Rasrsiii Mindlin st CURITY Wiies aunost ‘“Ml’tﬂfﬂ’ i 1984 These poli s Expenditures on soclal security dropped in 1975 and 1976 and

vk stgnihoant impact on the creation of jobs, bur they have led later; in OB, expenditure was higher than in 198]
# reduction of costs i enterprises (Solimane 1989 20 e SN K Y \

g é \ halk of the sector’s expenditure s accounted for by pension payments

Uhe divect subisidy policy had & more immediate effect. The most PO ’ iy rflerorm r' ~ | A
- I ¢ . peal value of which fell more than 40 per cent in 197576 and recovered
programmes were the minimum employment programme  PEM |, which ‘

. < S77-B1, 10 Bl back again lnter The minimum pension thiat goes 1o
began in 1975, and the ocoupation ; ! 3 : :
419, programme lor heads of household ? : , -
(POJH), which was implemented at the end of 1982, In both v i howseholds moved more Givourably  In 1978 it rose abave the 1970

¥ andd has remained there. Sinee 1975, there has been an increase in the
;";m"p";’"' worket trceives @ monetary sibsidy in exchange for a day ¢ bt of pensions for the elderdy and handicapped who lack resources and
abour that would benefit the community, organieed amd managed by (h

. - fals . e not covered by social security. These pensions that benefit the poorest
muni l;uyl;ltn. The participants in the mugrmnmn are not cligible for social . rose froen 33,000 b l)rrrml,rr 1975 “', 205000 {1 Decertiber ”m" Two
wﬂ:‘",“ he m"‘“ﬂ"v campensation received bs below minimum salary wigd (Foxley o ol 1979, Rodrigues 190580 dndicate that pensions werre
with time hax deceeased both relatively and absolutely . 1o real terms the value

" TR for poarer households dower 200 30 per cont of howseholds ). Pen-
of the PEM subsudy per work-day in 1905 wis less than one-hall that of 1975 B e (e a'mm! forces have always been lulmw ihe average, and the

{Table 3.2,
The prog : . ) ) pee hu incressed in recent yeurs - from between 2.0 amd 2.5 times the
wu: '.""""“mr‘m'l: l:?ut: "l"mm:":d tiuring the 196283 recesion, when POJI at the end of the 1960s 1o between 1.5 and 3.7 times the average
' e et 19 por cent of the labour foree participated i petwern 1977 and 1980  Arellanc T985). A pres report shows that in May

wne ur other of the progrummes. In 1984-B5, there was a reduction of s
bopanon i FEM, This coincided with the creation of new unemployment
programmes—the Intensive Employvment Programme, the Local Development
Programme and others on which there is pot much inlormation. The
reduction i FEM did not vesult in o greater open unemployment but in
mereaning dden unemployment, with o greater number of people pars
berpatmg wmomlormal sctivities of unstislile income and low productivity, in
sectons such an trade and services | Jadresic 1986). '
Studies show thar the income generated from PEM and POTH has played
an important wle i family survival. In spite of the low value of the mhmly‘
It represented a stable source of income in i context of high income instability
Racxynki and Serrano 1983, Rusz- Tugle und Urmeneta 1984, Cerecedi and
Giluentes 1987) Other studies have stressed that these programmes have led
0w new category of labour, which gives Tew satisfactions o e participants
and i socially less valued, does not give ueees 10 social security, and does nol
promote the advancoment of the worker | Rufz- Vagle und Urnmenetas 984,
Martinez and Leon 1984), Ar the sune time (hese progrusmes have led o
savings for the state and mumcipalities. The PEM and POIH workers hayve )
frequently replaced permanem personnel 1o wham municipalities would have
Dk 1 pray at least the legal miniom sitlury.

B, 612 per cent of the armed forces” pensions were over 50,000 pesos pey

th, compared with only 5.5 per cent of pensions in the civil seetor. At the

extreme, G ] per cent of persions of the civil sector were lower than

LD pesos, while this was true for only 16 per cent of the wrmed forces’

ensions (E! Mereurio, 15 May 1986).

~ Coverage of the lav-ofl subsidies hos increased since 1974, but in 1983 the
elits reached harely 20 per cent of the laid-off, excluding participants in
smergency emplivment programines

I 1974 the government raised Tamily allowances for blue-collar workers to
same level ws white-collsr workers. However, Irom then on there was
deterioration ol the real value of this benefit, (o the extent that in 1985
umount wis 45 per cent lower than the allowance of bluecallar workers
] AD70. As i consequence of the redictions in coverage of soclal security sinee
175, the benefit has reached Tewer peaple. Social security expenditure on
Iy ullowances was reduced by 47 per cent betweens 1974 and 1981 [ Avellano
1. In August 1981, a new family subsidy was disteibated for children beliw
e yeirs old in households with scarce resources (aee p. 711
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(¢) Housing programmes and policies Housing sullered a permanent " il their access 10 thie network win cut. Durmg the first n.mmlm of 1983
during 1974-85. Yearly average construction of dwellings was reduced firg 1 26 per cent of the customens of the Emprea Metropolitana e Oheas
4.6 units per LOOO inhabsitants in 1970-72 10 2.8 in 197483, Galling 10 1.8 ) larlas were ane or two monthy bebind in ther payment, .-ml itis mimm'r?l
the end of the peniod. Poor households were particularly alfected by (N )\ 130000 inhabitants were cut off from the service Avee 1903,

reductions. Public programmes subsidizing housing favoured the middle clas ¢ situstion b prevailed with regard o electncily By the end
Arellang 1985 while programmes of variable subsidies amd social dwelling  the government recogaized the situation and i legal departiment
were more favourable o poor households, but their effective coverage was low t up in order 1o provide support for payment ol debits 1o the public
Arellano 1985, Rodriguez 19858) In 1981 there were 210,000 applicants fof e
the variable subsidies. Twelve per cent of them received subsidies and of the
fess than 20 per cent were cashed (Ministry of Housing 1945).
Sinee 1912 4 new policy has acquired significance. the radications and eradis yadies and programmes divected to childsen
vl (see Rojas 1984, Morales and Rojas 1986, Labbe and Llevenes 1986)
Radieations urbanization, electrification, water supply, sewerage) in settled
populations, and s covered an average of 6,000 fumilies per year since 1979
Evaioatinns comsist iy moving deteriorating campamentos and poblaciones (the
population of shanty twwns) o plots equipped with ‘sociul dwellings”, Le. 25
spuisre mmetres of comstruetion with sanitary cubicles. The programme covered . :
wearly 23,000 families between 1977 i 1984, This has le 10  deepeni [Fscnity subeidies foc pooe childesn In August 1931 the munic’pefos
of social segregation in Santago's metropolitan aren. The eradications huve to distribute P Sanily sutwidy Sos m,'dm.m - """mﬂ':;wh " ‘
eliminated compamentus ancd poblaciones from higher level communities in the | by the wtml wecurity system, Under-ts must ate : f r; ~|¢:.|’:2 a
centre and the east of the city, recovering plots with a high market value lor A clinics, and 6-8 year olds must be "‘Wf"‘"‘d 2 .cbml“' ';4]’“ : f l!--.I:
the state and the private sector, and moving their inhabitants to plots further it to pregnant women win added, and in Apeil 1965, chi m; i
from the centre of the eity, in poorer communities and oflen with scarce social were also included. The amount of the subsidy i equivalent (1 "‘J ;':;;:
et T i e ol o o o ity v SRR = el o, Dt L
:2:.::::?" '::-:v;.l:::t:*r;l;;z:t:n;u::::r;::dl’:t::”t;:‘ml‘lrdc;due:l::m ). l)urim;. the latter year the monthly number of subsidies paid represented
antly, o alienation from their network of social celutions, which in times ol jper cent of the total population of wnder-de,
economic crisis provides support that Duwilitates survival (Raceynski and
Serrano 1985,
The limited coverage of low<income public housing programmes has led ©
an inorease in the population demity of poor areas, which absorh the low-
income howseholds not included in the public housng programmes, However,
the numbers and proportion of inhabitants with access 1o sewerage and potable
witer have increased. The percentiage of prvate dwellings connected 10 a
water system increased from 57 per cent in 1970 10 81 per cent in 1982, and
the percentage of dwelling with some sewerage system mcreased from 47 10 66
per cent over the same period. Some evidence for 1970 and 1982 (Rodriguez
1985) showed that in urban areas there were almost no mequalites in access
to potuble water according 10 income level. but there were imparant
differences in the comsumption of water between nicher and poorer house-
holds.
Since the recesion of 1982, however, the poor segments of the population
in Suntiago’s metropolitan area have had difficulty in geming effective accen
10 potuble water. Declining incame prevented them from payimg their bills on

tive terms, mothers and children have been livoured by social policies
197485, There have been repeated official statements regarding the
portance of investment in haman capital ot an early age. and specihe
grammes have been designed for children.

| Health programmes and nutritional interventions aimed at
! infants and pre-schoolers Clile his had @ long history of social
e, and when the military government ook power the public health
ar had wide social antd geographical coverage (we de Kudt o af, 1976,
breblano 1976, and Revtita Medica de Chale (1977, 1057100 During the 1975
.. yoeesion, there was o drastic reduction in public expenditure on health,
I n 1977 and 1982 & partial recovery took place and in 1983 there was
her drop. The reductions in public expenditure mainly affected capial
: et and hospital equipment (Table 3.7). There were also cuts
snnel expenditures due to the fall in wages and the partial replacemens of
dical personnel by para<medical personnel (see Ruczymki und.()yulnra
.'.L. ), Castafieds 1984, Romero 1985). The deterioration in the level of iu-'p.ual
ie has been repeatedly denouneed by docton. The situation became enitical
I 1984-85. For example, in October of 1984, the Professional Associanon of
Doctons from the Regional Council of Concepcion in a public siement
enounced the increasing decapitalization of hospitals, the deterioration of the
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ture and technological level, the shortage of medicines, penonnel,
space and working materials,

Amportant o recall heve that the incidence of typhoud fever and hepatitis
d u significant increase. The number of notified cases of 1yphoid went
W6 per 10,000 in 1970-73 10 86 in 197481 and 1w 103 10 1982-84; and
Witls coes from 20 o 55 and 10 90 per 10,000 in the same period (INE—
i Minisiry, various wsues) These figures vefer 1o all the population
of age. However, the mcidence of typhoid fever has been greater for
mlavion of 514 years than for younger or older people (Ferreiro of ol

)i
e marker and the private sector were hrought into the health sector
) 19834, Gincom 1985, most significantly by the creation of the
s de Salud Previsional (ISAPRE), by which workers could give their
h contributions, initially 4 per cent and todiuy 7 per cent ol taxable
1o private profitsecking onganietion. The legislition provided easier
10 health 1o high income groups by reducing their direct expenditure
th, Approsimately 5 per cent of the population benelited from this
fbation —the high-income, low-risk populition. The shift of this segment of
b popalation to the ISAPRE system undermined resources for public health
=13 per cemt (Arellang 1945),
The regime’s health policy concentrated almost exclusively on the provision
wure for women and children. Health and nutrition programmes for women
hildren have a long Wistory in the country. They include periodic pre-
il and post-natal atention untl the child reaches 6 yean of age; putho-
diagnosis; prevention, vaccination, and immunization of the popus
Won, health and mutritional education for the mother; the promotion ol
foeding: actions towards responsible fatherhood and birth-control, und
important, a diversity of nutritional intervention programmes. These
_ mimes were improved and targeted twards the most valverable groups,
b bssis of studies diagnosing peoblem areas in infint health and nutrition
il evaluating alternative interventions. (See, for example, the many studies
e by the Nutrition National Couneil, the Institute of Food Techndlogy.
il the Universidad de Chile,
h 1975 a system was instituted at the health cligic level for the identfication
il treatment of under-ts showing sigus of nuttitional deficiency. Programmes

ry Feeding Programme (PNAC) A universal programme (for ull
ihidren that attend the well-baby checkoup at public sector health clinies)
T' one with high coverage (over W) per cent in poverty areas) which includes
e prravision of milk and protein supplements foe pregnant and breast-feeding
pmen aind presschoolens (223 years old). The scale of the programme i
tedd bn Table 3.8, and many studies have emphasized s importance foe
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Fance 38 Tons of mith and milk swbstitntes dutnibuted by the Supplements

Feeding Programme ( PNAC). 19741984 participating in the emergency employment programmes work s

e
ton of the medical and economie elliciency of the two aliermatives

Basic: programme

Pragment  Usiderd and Chikdien 23 Tow) ::m ‘ e treatment of malnourished  childres —at home or in Jardines

Wiy lartating yean Mes his shown mised results, vurying according 1o the age and degree
— mathers grrition when the child joins the programme (Gomez o ol 1983) In
1974 1,764 722 10,238 2,739 b programmes the probability of complete recovery during the period
1973 1,05 10,564 11415 23,504 el by the study (18 months for at-home care and 10 for Jardines lnlan.
1976 1,881 10,504 12,106 2480 I relatively low, and s directly related 10 the degree of nurritional
1977 2,9 12,485 13,872 28,651 Rk
1978 2.0640 546 12074 27,180 2646 Bl vuer Over-2awl Inourished or at high-risk ate admitted
19 2,462 12040 11206 25707 3.‘"? ) Hy eonlres Uver-ds who are malnour "41 ara tg.l-vt& ;l-ll' - nn!lu
1480 3,542 12,256 10,997 25193 4020 b etwork of recovery centres run by the Infant Nurritional Corporation
1941 1300 12,188 0007 24,056 5.146 Wl 4.9 shows some chareteristion ol these programmes Those malnourished
:::g 4,074 12,280 B2 4,762 5525 i Wigh risk are identified through the primary health care establishments,

1277 9851 591 17,043 1,099 o attendance is very high in order 10 get access 10 PNAC which i

{ VA G

:f:: ::{.‘, ;_;:; :31:: :."7,"’: 16,132 pMlabile for all children, This ensures the detection of malnourished children
-~ o 1780 i referral 1o the “recovery programmes” The comblnation of health

elllance and nutritional interventions with a system that picks up children

sk showed efficient performance until 1982, Ty spite of the fall in

of poor households, the indicatom of birth weight, nutrition, and iofant

| mortality improved significantly

S Nutsonal Tstituse of Statisthos (INE Misslsary of Mealth, Ax :
» : : ) ’ ‘

rm b mdIb sobitisines doenbned 10 beoeficiarion not a (10 ) i i {
" Fangerndd prograsmimes inclisde OFANA (1979 ) ;. tarprted PNAL } :
prrgratnimes b chillebren at vk {1999 51 DRGSRk wl ove

uln 1104, :::mmh O the Deneficiarion were subijoet 40 bimmedical rinks and soethird 1 s

AURS for the fiest time since 1975, there was o deteriorntion in some ol the
childre - ) vl fnddices and in the nutritional stanes of children CFables 3.9 gnd 3100,
1960, ':.:::L""“'::‘;I::::::‘:‘I’;ugjm: ':l ‘:l‘ (::f:",’ Gonzaler and Infane " peline in Infant mortality slowed down, while the child (14} death rate
2 Avother programme for m'mu Gl “".m‘, child 4 wased] muarkedly. This happened at a time when the economic crisls was
plementary oodds 10 children suffeting fron | ks P““"“"‘ nips spening, but instead of the nutritional programmes belung intensified thiey
refers them 1o Jandumes | A oy SO Uf A1 high risk of malnutrition, on bl restrictions. The amount of milk distributed by PNAC was 31 per
ychological .ﬁMN';l ’u“j” N "4‘ lh()lpm (‘.".""' Ior the hist, children gep lower in 1989 (haw in 1982, and the additional focsd distribution w
meals that "'N" 80 ":':‘ |:uu!m;m‘. Sy Fhe latter provide three daily urished children was reduced by 10 per cent. The results of this showed
chiltdren receive an .":d‘" ml OF their culorie requirements. Malnourished immediately. Malnutrition figures for the months of February, Murch,
g o ;’ o lood supplement. ll'l the selection of children il April of 1983 show o stagnation in the nutritional status of children
tathers wh':- ::r un:"m )I'c'v::-:mg . pvenio mulnourished children, those with uiger than 5 months and a deterioration in that of children 6229 monthis
bt W :b.- ; t'mor" with working mu.dm\. and |!mr i Grmilies i [ODEPLAN and Superintendency of Education n.d. | The vearly ligures
KT A social strata. The Open Contres, which ate run this negative tresd. The percentage of mothers unfderweight also
w1y worken and |'f‘"""""' from the emergency employment schemes, sl from 17 per cent (end 1982) to 19 per cent (litst nine months of

prowide Iree care for children of 2 10 8§ from extremely poor households, ](DD!II'I.AN'n d )‘ ‘ ~ ‘
:;.:; ‘:,l.‘:.-:::: -hu:nmu";u'm; ol musdnutrition /\.l the contres children receive g 19684, the malnutrition and mortality indices showed an improve-
'M":"“m w3 T;:.; u: \ ubir-forming ﬂhn'nllmn l!uwwl‘l. the penonnel This coincided with intensification of remedial actions —even though
de (ODEPLAN “ he "“'f""! necosary qu full}lllmg their educational C remuined restricted, the delivery ol several types of food to benehicianes
':c :uiut' : !'d:‘ ':‘ v iy ‘h ool care has risen from 8 per cemt of the it high socio-economic and biomedical risk was extended [ Tuble 3.8). The

1] » » P - « ‘

l'n.'t)lm'v '(‘-:rmv: n:nt.ir.;?l'm Ul?um :5 poo cent In 1968, bichuding thom I t shows the extent 0 which the nutritonal status of children
centres for nutritional ed e, Coaiian R o abis some municipal ( poor households depends on public programmes. o July 1985, due ©
tonal education for preschoal childeen from poor fimilies. restrictions, the government put forward further fimits on PNAC,



L Raczmks 3 Chule "

FOUS sl stagnation o esen slight increases of malnuteition idices
2 whichis oot vellected i the overall malonutritbon rate for wnder-

3.9 amd 311

Tanew 39  Nutrtonal staic af under-tis wndes smrnesllanee in Minisivy of Ha
esdablishments, 19751985

T e N e N od " o
(O oy I3 1 9 Tiotlt """""“ . ey, tatritional intervention programmes for infants and young
AAH Y g " M 1 'Y '
T——— e - rean s were cdearly sucoesstul until 192 After that the evidence s ambigu-
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St A s e success of the mitntional intervention programemes untl 1982 was
I e o k2 LN wm AT wr W b bl an the previous coverage and steactures of the health secoor in
: "o AR W : ” = . gl
1077 ™o " 121 Am .:;': H : v ’: e (Monckeberg of ol 1984 The experience of Chilean mothers with
::f: {M' :: ~:u .-;: L I P Y 73 iy health care, their relatively high level of sehooling, and their belief in
4 - W 2 1 . r
197% 254 "2 7 - 7:' - - o entitlement to well-baby check-ups and supplementary feeding also
. LS ’ A2 ' i y . " i
::3',' :i e e o 7S A ™ n " Fibuted 1o the suceess of these programmes. The Gall in infant mortality
» 187 - i fm  am om W o [ ' wl 1l fon of bivths in low-eisk sociod i
T nA Wi (8 ‘e 8% a3 ¥ rth rates and the concentration of bivths in low-visk socio-demographic
h : * 7 il X ' X
W79 iy e D8 1 A 0sT G 03 " were further lietors | Raczymki and Oyarzo 19681, Tancher 1982)
s L) ne i 0w an w? 2 0
o M oE i oW oW o0 BN
I T - Y e e :: "y o for school children Smce 1971 there has been o
- - -t v 229 4
::; a2 n4 T T T T e = W in government resources directed 1o educanon, and there were also
f L1 f ’ 2. %
e o o SO, wy “) e i the composition of expenditure. An mereasng propornon of public

mditure on education was redicected from universinies, 0 presschool,
. and intermediate levels. Resoorees for primary educanion increased
antially both in alwolute and relutve ierms. The amount almest doubiled
1974 and 1903, when 1t alworbed more than one-hall of public
pditure ineducation. Paradoxically, the stansnes regard ing primary regise
ton and dropeout rates do not show improvement | Fable 3120 Both
education regimranion as well as the schooling raw of the population
WU yeurs of age fell, while the drop-our rates tended 10 increase (see Briones
W4 and Bealic o af. 1984). Both wendencies wre stronger for Santiago’s
solitan aren. The schooling rate in this region goos from 106 i 1977 0
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“Por 1IN0 e e
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and replaced milk by rice. Fortunately, undes presaure from expert opinton
and mothers, the measires were reverses. But there have been reducuons in;‘
the delivery of milk and other fisod products. Official data hive yot 10 he
published, but interviews with personnel from health clinies indicate o deeno-
vaton in nutritional indices for mothers and childresy. Dt for Jame 1964 and
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313 Compared with the past (1975), there were improvements in
and calore content, preparation, and distribution of meals, but the
Ber of total (soacks and meals s rations distributed i less. However, during
i 1985 there was some inerease in the meals distributed by this pro-

brarely B8 in 1982, while the national figures change from 105 w [0 Ra

(086). A report dealing with 1984 by The Totendencia of the Metro,
vestion shows that at least 12 per cent of children from poor households
metrapolitun area of Santiago are nol attending school. This percenta
high by Chilean standarnds coincides with the visual pereeption of ine
infant vagraney and begyging in the anes,

Tanve 513 School  Feoding  Pro-

: ’ i il
Tanue 302 Public expenditure in education, pre-schosl and promury swhwl o gramme: waaly distributed, 1970 1905

and primary schoal drap-oul rale, 1970 and 1974 15
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¢ programme includes the distribution of snacks (emons) and Tunches,
33 per cent of daily calonie requitements. A child receiving the full
It is hard 10 determine the relative importance of dillerent fhotors leadin wiorild be given BOO calories and 1520 grammes of protein daily. The
10 deterioration in school registration and attendance, The trends i pu I receiving o Csoack” (hall a vation) woulld get 300 calovies o day. Until
expenditure in primary education show that monetary resteictions were 0o the programme covered five davs a week but by the end of 1984, because
the cemral problem. Probiably the economic deterioration of households a scurcity ol resources of poor howseliolds, the government extended the
purritional status of children played an important role. Although primar ranme 1o include Suturdays, and Sundave, and school vacathoma Tn 1985,
education i free for poor households, some of the materials required o was interrupted.
not—equipment, clothing, shoes, andd 50 on. These factors weigh i the pod 11 s the responsiblity of teachens or schiool directors 1o distribute the rations
houscholds' daily struggle (see part V). wvided. They conuider three eniteria: the housebold socio-economic sitnation,
Aid programmes within the educational system have been cut hack. T ¢ cesults of the health checkeups, and personal asesment of the teacher.
School Feeding Programme, aimed at helping to reduce drop-out and reg ecording 10 conversations with teachen in poverty arcus, food needs are so
etition problenms among children 614 years old and to improve school activity lespread their available muons are frequentdy distributed among all
andd maintain nutritional status of these childeon, was teduced in 197576 and the calone imake per child i reduced. For many, the school
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,‘“ home w mamly devoted 1o material survival, and often lacks intimacy,
il undemstanding, and real vmotional links, The man and the woman
M 10 Jead separate lives (see Bastias 1984 and Cifuentes 19835 This s
d in the organization of their time, The woman spends most of the day
home, going out only 1o take the children to school, 1o health check-ups,
o Balfil her role. Daily lile is monotonous and lonely, The husband, on the
e hand, spends most of his dity away from home, whether he his o job or
i, going out early and coming back late. The woman laces problems alone
' te, childsrearing, health, social, and sexual problems ). Opportunithies
Wiscuming them with others are rare. Under these circumstances, the
al links are stronger between the women and her children, especially
they are soung. They are her reason for Bving and straggling and her
possession. At the same time, she pereeives them s o burden and a source
on. They demand time and energy, clothes, and money,

nature of the couple’s relationship, s comractual character, and the
e o stromg emotional links, intimacy, and mutual understanding s
t i the expresion wed by many women asessing their relationship
their munte: “He las glven me o bad e There seem to be theee elements
bkl ‘bad lile' given by the hushand. The first and foremeost is that he
not provide the household with money and wastes resources that would
e be availuble for the fanily's feeding and dressing. The other two are
tedd 1o the couple’s relationship and the treatment received by the woman.
¢ 'oes not give ber o bad Life" when he does not use physical violence op
s w0 only occasionally, and when he is ‘calm’, meaning that he does not
bty foree the woman 1o huve sexuul relationships, especially when
Alcoholism and adultery wee not necessurily rejected . only when they
et his role an o provider

With such i Tamily organization income provided by the male, domestic
foes, an informal social netwaork, and the benefin provided by social
Wl programmes —a good portion ol poor Lomilies o the past moved upward
Iy Others huve hud o stable social situation with expectations of upward
lity for thetr chilldren through education. and others have alwavs lived in
poverty.

meaks are a subsutine for meals at home, so that they da not supplement
child's home feedings as much a intended.

A report an the second half of the 19705 shows that children of sl
age i marginal communities of Santiago’s metropolitan ares present highe
malnutrition indices (36 per cont) than preschool ehildren of similar socid
characteristios (29 per cent) (Charean 19811 A study on poverty areas of Sai
Miguel in Santiago’s metropolitan area shows that malnutrition in school ag
children increased from 4.6 per cont i 1980 10 158 per cent in 1088
(ODEPLAN and Superintendency of Education n.d.). Data covering 10 o
the 12 regiomn in the coumtry (excluding the metropolitan region) indicate
some inereaves in malnutmninon for swhool children benefiting from schod
feeding programmes between 1984 (when the propartion below 90 per cent
the FAO/WHO criteria lurtuated between § and 18,2 per cent! and 198
(19210 19,6 per cent ). Teachers have observed a deterioration in the quility ¢
daily school activities of children in poverty areas with regard 10 concentration
dispesition, socialility, clarity, etc

v Thuh-pwwpmpby“l.dww

Ditferent studies on the poverty arcas of Greater Santiago during recent yean
have described the human dimensions of the riving unemployment and 1
profonged and drastic drop in lamily income. Drawing on these, this PArT AL
todescribe unemployment fram ‘within' —that is, the impact of unemploymens
at the household Jevel, the mechanisms and behaviour 1o which household
resort in order 1o survive, and the significance of these survival mechanisms
for the fumily and in particular for the woman who i responsible for the
management of the howsehold. In order 10 do this, it is necessary 1o analyse
briefly soame cluracteristies of Goanily organteation of the urban poor Hor maore
details see Ruceyiski and Serrana 1985,

I The wrban poor family: compositiom amd orgamzaiim

In poor, urban Chile, a woman and o man are rarely comciously anited by
common projects regarding the future. The couple’s wnion has many mpects
of a4 contraet with important economic comsiderations. Emotional ties are
rather secondary. The man goos out to work and gives the woman an income
which she manages wnd stretehes in order 0 enmure the subwistence of the
fumily members. The howselold's material subsistence i ensured by these 1wo
indispensable elements: the fncome provided by the husband and the domestio
work of the wife 1ok up to her o maximize comumprion, swd in doing so she
relies on soctal relationships s well ws on houschold resourves. Assistnce from i great effocr and through all sorts of labour arrangements, are anstable
public programmes—education, maternity subsidies and others from social Ausuthciont in contrant with the past when labour purticipanon provided
system, health benefits, supplementary feeding programmes, housing pros 0 most important survival steategy (Dugue and Pasieana 1973, Foes 1977
granunes, etc— also regularly contribute o household subsistence. phoue wesmgments last only shors peciods of ime: neither formal qualificanon

Burvivstl 1lrategtes

does o poor Tamily mumige when fcing a deastic und prolonged fall in
ome’ A study of houwseholds fuomg unemplovment during 1983 | Raczynski

Servano 1985 shows that ax a vexult of the macroseconomic suation, the
that are secured by the male and other members of the household,
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ty and co-operation among households Houwholds are

Lthey are roored in socid networks and have links of support and

nor wark experience ensure access to employment, Ieoseems thie in i g
more impartant to have contacts through a social network. The women,
ol whom stopped working outsde the home when they got married, i The support nerwork includes exchange of goods and services,
their efforts 1o olvuin some sort ol supplementary income, generally th . moral support, lowm, and childcare, as well as the extended
PATEIEING activities ‘f'l""" arc unstable (sewing, knitting, washing laundy i each home both the woman and the man have built at least one
"""‘_"R FIgareites or e cream, etc.) The income abtained is low. work In the woman's case this i formed mainly by neighbours
These cire Umstances require the maximum use of domestic resoune o it mamnly foends, relatives, and working cullmkuh. and the
activation of solidarity networks. They extend woman's responsibil welared 10 the search B » job ar for the means 1 get polals (self-
material survival, and increase dependence on soclal public programme 11 as well as loans. The woman's network deals with daily domestis
of food and small amounts of money, utensils, child care, washing
L informanon, advice, ete. These spontancous fomms of co-operation
mesdibcations in the household s composition which take place in two
the arrival of new membens who then share the housing and
giwes, and the outward movement of children to other households
i the Gammily's desire s to lve on their own, they take in individuals as
p Bamilies that have no place to stay. In the face of precarions economic
children are sometimes sent 1o relatives who will look after them
e them an education
lol 10 this, there are initintives for action and asociation, simed at
. facing the survival problem and the satisiction of basic needs
oot ol 1983 ). They are called organicaciones sconomacas populares (OEPS).
ll'- are heterogencous and dynamic. Some are based on werritorial
tons, others on having worked in the same fiem or belonging o the
Nighous community, or even sharing similar political beliefs, The more
3 amockations are (a) basic consumption organizstions, such as com-

(n) Domestic arrangements Numerous patterns of beliwviour and
relationships develop in reaction 1o these circumstances, These include ¢
in comsumption patterns, increased debi, sale of goods, and cluange in by
cotmposition. Each relute 1o an informal social network, 1o be discissed
Most of the income that comes into the household s used for fied
sumption; other expenditures (trusport, cleaning produces, shoes, elect
water, debt payiments, etc | wre eliminated, In spite of this, for many house
there s not enough lhod  Family income s not enough for three of
meuls o duy, even whon the ingredients are reduced 1o 4 minimum, In
cireumstances, tulking about 'food” Becomes u key preaccupation of the we
reflecting her desperation whon unable o feed her family. Tems such
meat, fruil. vegetubiles, and drinks, are reduced or eliminnted. The honsel
attempix (o reduce expenditures an several fronts, However, there seems (o
a certain arder. In the first plice, leisure activities are cut; the purchase
certain food itemy is reduced: investment in the maintenance of the dwellig
s stopped; shoes and dresses are not bought, electricity bills not paid, Kitchern, purchase and supply associations, and sellhelp groups; (4
are made n the wse of gast and finally, public transport is not used woymo e workshops —small units with 315 people producing and ﬂ‘i“"l
As i comequence of lower and iregulinn flows of income, househaolds are fores mﬁ services such as bread, clothing, knitting, liundry, carpentry, etc
10 purchase small quanttios at a local grocery st higher prices. This elimin andd Zufiiga 1984) umumu!h.nu for the unemploved, [d) organ.
rx'wudumr on traneport, and the customer may be able 1o huy on cped relited 10 huminu. |moblrms such ws howsing committees, water,
When the reduction in such expenditures s oot enough, food comumption | iy, and morigage committees and committees for the homeless: and
revincied almost exclusively 1o masas (starch and flour), and occasio ...mmum.m abmed at health, education, and entertainment ';“‘d'
wnrca'h.h"c Db " merensed, and goods such as clothes, stoves, refrigeratop of these organizations are quantitatively very significant. There are
wons, TV sew, china, furninire, and so on, are sold or pawned. The lust resor psieately 1.2 million people living in shanty towns in Suntiago’s metro-
" ;mmmm payments of the water bill Hurther inereasing debit), and Turthe area (Chateay and Poro 1983) while o register of OET for 1982 shows
salen of goods 200 beneficiaries, or 3 per cent ol the poor. wsuming the register
poo-ballof the actual OEP beneficiaries. Nevertheless, these new forms
organization have great potential for assisting the poor in crisis

is

The mam preoccupation of the woman becomes feeding and educating
children, They know the consequences of mudnourshment for small childre
so, after the lnsband, 1t s the children who are given proority i the distribw

tom of food | Cereceda and Cifuentes 1987 The mothet hopes for upwird official social network The social public programmes are

social mu{nilil, for her children through educanion, and thercfare regards thy iher mechinism to which poor and unemployed households have access.

as A priarity One lu‘qm‘ul!)‘ hears expressions such us ‘the muin thing i the e nre regarded as  right (Le. bealth, supplementary feeding, and

:"""“ wsue and sending the linde ones w school’, or ‘education i all we can give eation ). But those introdiced in recent years are often partilly rejected or
em

wnly us o last resort. Several lactors affect family use of these programmes,
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including information, compliance with a minimum of reuiTenm
ability to go through the necessary paperwork, and the a ceptabilitg
benetit offered

Households have o general knowledge of assistance programimes, bl
knowledge s not alwavs complete; and in any case, knowledye bs anly pa
the problem. Ellgibility requirements wee hard 0 meet. Applicanty
prove (0 officials that the household qualifies as poor, requiring | 4
"publicize’ w stiatus that they alten try to hide. They also have 1o show pens
documents, such as Dy, cortificates of residence, e, which they olten
Getting such documents requires more paperwork, which is always

Hunily income remove the basis for the Tamily organization. The
- Who used 1o go out (o work’, frequently finds himself with no place
b He Joses his identity and his position as the working man whom the
Bax 1o serve und look after when be returns from work, Arvording 1o
o this results in male aggression, sleeplossness, b temper, solation,
L evasion theough aloohol
woman's domestic role is based on the economic suppaort provided by
A1 this precondition lails, Wis being out of work means no money for
hich in tuen translintes into no food, ne clothing, no shoes, and, theretore,
and cold for her children who are her reason for living. The T promsi
as difficult as well us expenses which ave significant in the context of the i of feeding and rearing her children and keeping her house as she used
budget. In spite of these difficulties, households muke use of these gove psychological repercussions for the woman. She i dissatisfied and feels
relief revources, and even though the benefits are small, they are still rele apable, guiliy: “In the past, during other erises, | have managed, now |
lor thesr material survival, and think and I don't know how 1o get out of it.* She wants (o escape
The Emergency Employvment  Programmes —PEM. and X IH il lorger about everything. The majority of women rec ognize that they wre
resources used when all other alternatives have Giiled. These programmes i Rong an important chiange, the ‘unemplovment jitters' She becomes
neggative connotations. relisted to the low remuneration and 1o the e our emovionally and psychologically, ends up seeking professional help
thar the type of work i humiliating However, once registered i the i health clinic, and in extreme cases thinking about suicide. The psycho-
grammes, the mcomes offered by PEM or POJH become an Important al wnd emotonal impact of unemployment and muterial shortages creates
for the family fenmons amang couples with an unsarisictory relationship. The hus
» being laid off makes the tensions more explicit and seute. The impact
Fthe crmas s e evident where the relutionship between the hushand has
psatlactory and there hus beens communication and shuring.

I Famly orgamzation and vecial velationships: the *jitters of unemplopment’

Unemploymen and the fall in family income are not only material prol
but abo have repercussions on family organization and on the peye hologh
and emotional aspects of family life. 100 the connection between mate
problems and the stability of the family in Chile see Lirs and Weinstein 14
Acufia and Reyes 1982, and Vives 1983
A waman's reaction 10 her hushand's being liid off and to extreme muate
shortages depends on several psychosocial factors, which in tien influence §
ability to recognize and cope with the material crisis allecting her houselw
Phese Eactors are related 1o the pesonalities of both the woman and the L
their past relationship, and communication between them and their chi
Some women who have always wied 10 be in charge of their lives, have gre;
initiative and dynamism. They confront the crisis situation better and ‘bl
s impact on their families. They have also had “social experience” ou
their homes during their marned lives, which has given them the appor i
of sharing, helping, and expresing themselves with others us well as of earnin
incame. They are more secure and in command when « onfronting the cri
Another decisive factor when dealing with the crisis and its tmpact on
Family i the quality of the couple's relationship, There are couples
minority —who comummnicate and share. Others have whwiys had conflictiv
and violent relationships. The majority arrive ar an intermediate situation &
leading “separite lives'. For these, the husband's unemployment and resulti

Conclusions and policy implications

Summuary uf main findings

main conelusions froem the analysis of the Chilean case can be summarized

follows

I Chile has been strongly affected by the world recessions ol 1975 und
AL The adjustment policies imspived by the monetarist neo-liberal muodel
tributed 1o the cconomic recessions experienced in 197576 and from 1982
pwards. The intermational recession of 1975 was fielt domestically through
A shock policy’, Ve, monetary comraction and abrupt reduction of fiscal
expenditure, including capital expenditures and investment programmes. The
world recession that began in 1981 found Chile much more open and vul-
nerable 1o the international situstion. 1 multiplied the problems arising from
damestic economic policy which had been accumulatng. The adjustment
policy implemented was similar o that of 1975 and increased the domestic
effects of the international recession
Between the two recosdom there was a recovery period with high growth
- rates, However, the intensity of the 1975 recesion and the natute of the heo-



Hu Ruczmiks ¥ Chile n

liberal economie model resulted in n dbwnward trend in industrial prod hold go beyond material anes, damaging the family peychologically and
and a shortage of new jobs, which fed 1o high rates of unemployiment and I "" dermining its stability. For the households of the unemployed, the bepefits
real wages, which had not recovered presrecession levels by 1981, At the o ‘public programmes are of great importance but none the les insufficient,
ol 1981, poor households had 1o face the recesion in a worse situation tha b u variety of buffer mechunisns are wsed by households facing the crisis—
1974 or 1970, During 1983, the unemplovment rate grew to hround onesthig h particular, solidarity and co-operation networks with and among Gunilies
of the labour force, affecring heads of households more und for o longer perio useholids have human resources that, with minimum support, moderate
of ime, with an immediate impact on famlies” wellure and on their child effects an their standards of living at both material und socio-psycho-
For those who did have w joh, wages fell. 1o 1985, wages were 11 per cenl wgical levels
lower than i 1981 and 17 per cent lower than i 1970,
L0 A w reaction w high and permanent unemploviment levels and w
tall i the family income of poor households, the governmen implemense
soctal programmes 1o henehn the unemployed and poor families. Almost wll ¢
these programmes were targeted towards the poor and partially compensatet
for the fall m thew standard of living. In 195285 there was a big increase
the numbers of the poor and their needs became more severe. However.,
benefits from the public programmes were reduced as a0 result of budgetany
restoictions and of the redirecion of public resources 10 other ends, R
programimes were also atfecied by mstinonal reforms aimed a1 increast
the participation of the private sector wnd broadening the role of the ma
These reforms led 10 reduced government revenues and an increased publ
deticit. Reform of the social secarity system w a clear example of thiy phenoms
enon, which also ok place in the health secior
1. Some ol the programmes for the poor were successiul unnil 1982 e
mother-infint health care and sapplementary feeding. In 198385, the com
bination of increased household needs and reduced programme resources ma
them quite inadequate. The Bgures for child malnutriton (and even those of
child murtalisy, which had been gradually declining since 19750, siagnaed
and became unstable, Other programmes wore unsuccesful. The emergency
employment programmes PEM and POJH reached the amemployed poor and
were of 4 countereyelical mature, hut the benelits for the anemployed during
the recession thint began in 1982 were less thun those received in 1975-76 or
in 197781, Initially, housing programemes did not benelit the poor. Dunng
recent yeans the situation has improved, but in Santiagn's metropolitan M the prevalence of illnesses. The Auctuation m the mdices of numnon and
It has resulied s ruptire in the social habitat of those affected, alienating ality o 1983 and 1985 reflects the high dependency of the population on
them from their soclal networks, their job opportunities, and their social poial progrimmes,
infrastructure of education, health, ete. Reliel progrummes for the school 3. The magnitude of the needs of poor households in Chile today requines
population have been bsufficient. There was no significant expansion in the that social programmes of reliel be maintained and intemdfied. But the deepest
distribution of food, and since household needs were increasing there was an hlem that the country fiees i unemployment and underemployment. 1t
increase in maluutrition among school-age children. Expenditure related to ' been estimated that i the country grows at 5 per cent u yeur, which b
primary education, such as shoes and clothing, eto,, became o significant wlove the average of 4.2 per cent in the 19605, unemployment will be reduced
burden for poor howseholds, in extreme cases leading 10 sehool drop-outs i historical level of 6 per cent only alter 10 years (Meller and Solimano
From 1982, the school attendance rate has declined, parsieslarly b Santisgo’s Y.
metropolitan area A I this perspective, the various household and social buffer mechanisms
4 As falling income and unemployment persist, the repereussions on the that allosy Bowseholds 1o maintain the quality of life gain inceeased relevance.

The implecation of the Chilean expertence

e Chilean expenience shows the enormous social cost when neosliberal
pnomic policies are applied with exireme orthodoxy. b confirms the strong
kx berween economic policies and the siandard of living of valnerable groups.
particular, iv appears thax:

1. The cuts in social expenditure in Chile were selective, ax recommended
experts in socidl development. However, macroseconomic development
ant that policies that were intally selective have in time had 10 be aimed
braader sectors of the populanon, which in a situation of economic con-
tion may not be possible, Selective social policies, regardless of how effective
they are, will always eventually be imsufficient when implemented 1o a contexi
ol economic policies that create poverty

2. Pregnant mothers and under<s have been favoured by Chile's socal
plictes in an explicit and efficient effors 1o benefit these groups direcily. Uniil
13-85, mrereelared programmes of numinon and health were successiul
ranccess was due 1o the polineal will of the anthornes w fight malnuintion
mfant mortality directly, as well as the comequence of favourable hinoncal
umstances. The Chilean experience shows that under such corcumstances
Spirtional micrvennon and health programmes for pregoant mothens gl
children can be effective i spate of very significant falls in the standard
ol living of the population. However, there appean to hive been some morcase
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Supporting such mechanims would promote ininarive, parncipat
contral of the adult members of the hovsehold over thewr own destiny,
offers i possibility of implementing social policies ar a lower cost, for
by the parncipation of mothers in primary health care and also i pre-sel
care. Such sirategies are difhcult o implement at a natonal and central

level mnce these income-generating and resourcesaving type of activit P . 4

those grared towards health and presschool care regquire adapiabality Dm: S A ‘p'n.'.hm' de trastormes pignicon o la poblecion de Santiogo',

circumstances, rosourves, and problems of specific households and comm el (?;;'(“;;:.r I::::::; Centre de Rdtuition de Deshrotlo y Hatiumuluiiidn Vsilasaclal

ties. bu this respost, the shift uf rexpoasibilities 9"‘1 rascoleeni Btafieda, T, (1984), *Cantexto socioeconomioo del descenso de s mortalidd infhntil

local level w potentially favourable. However, since local autharities confs en Chile’, Katndios pablient (Saritiagn), o, 16 .

very unequal situations in terms of homan resources, social infrast 1985), "Bl impacto de h.lmwnh;un en educacion en Chile, 1960- 1983, Kauda

and financial resources, it s mportant o develop elfective compe e vosnomin, no. B0, Santiago: Universidad de Chile ' -

mechanisms amang them. pereceda, LoE., and M. Cifuentos 11987), Que comen lai pobres® Mabites, alimmtic.

wrteibogics e vomprn y mecamamers de sobreverencsn Canrdenos del Tnstituto de Saciologia.
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Chuteau, | (1981, “Algunis antecedentes sobire Ia situncion de los pobiladores en el
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o and H. Poro (1985, "Los pobladores on el ares metropolitans situacion y
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Cifurntes, M (19855), ‘Mujer: pareja y fumdlia’ in Covareubios, P o ol (eds ). Crishs

fo familia. Santiago: Cuadernos del Institnto de Sociologin, Universidiad Catilica
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Cortdrar, R (1977, ‘Neerslilades biskews v extroma pobweza’, Caderrvin ertudons

CIEPLAN (Santiagn), no 17
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cand ). Marshall (1980}, “Lidice de precios al comumidor en Chile: 197078,
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do Kadt, . M Livingsone, and 1 Raczyioki (19767, Politicas v programs de sl

10473 in Laviogsrone, M., and 1), Racevoski, ede, Sofud Poiblient v biewestar sncial

Suntiage: CIEPLAN, Universidad Cardlica de Chile

Department of Economies University of Chile ‘vatious years |, Cinprcvin v deroenpaciia,
Facultad de Ciencias Econdudons v Adininistratiyas, Santingo '

Duque, |, and E. Pastrans (1975). 'Las exirategios de spervivencis econdmics de las

wnidades familinres del secror popular urbano’. in Decumnte de Toabape. Santingo:

CELADE-PROELCE

Ferredtn, C ot ol (1983, ‘Bicteremmia por salmanela typha y parsryphi en el menor de
o wlin’, Formada chilews de solud (Santiagn), 9.

Flrench-Davis. R.(1983), “The Mouetatist Experiment in Chile: A eritieal Survny’,

Woarld Deselopment, 11711

Note

1. Comparson of Table 3,11 with the botom lines of Table 3.9 indicates tl
(a1 measurement with the Sempe cnitena weight/age by the SISVAN sywu
gives malnumnon mdices that are 2 and 3 ponts higher than the
and universal system wsed by the Health Mimwiry (Table 3.8;; (4) o
smndard WHO woighyage o applied rather than the standard Sen
weight/age, almost 20 per cent of the under-2s wall show slight or moders
malnutrivon, and if the WHO standard hewghi/age » conadered, alma
50 per cont of the under-6n will regmter some degree of maluutrinon. Rec
anthropomernic studies show that the WHO standard s more approp
for the Chilean population than the Sempe standand. The later rends
sgnihcantly wndervalue the maliuinton of Chilean children,
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Adjustment Policies and Programmes to Protect
Children and Other Vulnerable Groups in Ghana

UNICEF, Acora

e Bng dmdards of the varal populace and the working closes geneeally s,
e Hid wnilysds, the very esence of the Econombe Recovery Programme and (e
slandiond by which b success will neod 10 b judged

soomombe difficulties of the late seventies and carly eighties Hive had sevions
pences fon the lving standunds of many Ghunabans, sspecially on their health
Hithon staties, and on access to edication by Tower income groups. The sacrifices
have been i many caves, crinliing. The Economy Recovery Programme will
i widdrews sanes rolared o eebabilitatung the connry’s human capital through
‘ targeted at speatic viloorable growps, the apgrading of our local tramng
g capalility as well as incressed espenditures and improved policies in
b annd e ation sectors,

Wy Rwent Bowchwey, PNDC Secrvtary for Finance and Economie Manming, Over-
20 Progrens of the Ecomeme Recovery Programme 158486 and Palicy Fraomework 158688
)

stagnation and human welfare

ke cconomic stagnation and drought, 197419

ughiout the Tatter bl of the 1960x and 19705, the Ghanalan economy
M caught i the grip of a downward spival which Ghanatans thought was
Mot irrevensible, This was due 10 o combination of economic  mis-
gement and adverse external developments. GNP per capita dechined in
W year except one between 1974 and 1982 Between 1974 and 1982,
ttant price GNP per capita fell by 28 per cent Table 4.1 amidst mujor
il shortages and greatly incressed living costs.
Phe mont setious probilems that Baced the economy were the declines in
Uetion in Wl sectors of the economy and most particularly exports and
Ml | Tuble 4.1, Food selt=sufficiency ratios in relation o basic
iirements dechined thom 85 per cont in 196466 10 71 in 1978-80 and then
ponly 60 in 1982, With neither commpreial imports noe food wid wvailable



“ UNICEF, Aierat

i adequate volume, by 1982 rotal food availability was equal 1o only 68 g
cent of estimated mmimum hasie calonie regquiremenis

The mdex of mineral production declined by 46 percentage points bet
1975 and 1982, while the index for all manufacturing output declined by 8
per vent between 1975 and 1981 The ouput of cocon, which is the ma
source of toreign exchange and o substantial sorvce of government reves '
fell precipitousdy from nearly 400,000 wns in 1975 (0 179,000 tns in 1942

The sharp decline in economic activities concentrated especially in &
paying activities, led 16 @ dwindling of government resonroes, The ratio |
government revenne to carrent GDE el from 16,2 per cent in 197475 w
percent in 1982 Vable 4.2 There was an equally dramatic fall in governme
expenditure. Total recurrent and capital expemliture fell from over 27 pe
cont of GDP in 1975 10 10,1 per cent in 1983, The ensuing large budgeta
deficits and pervstent expansion in money supply, combined with declininyg
production and import capacity, generated high rates of inflation. 1u 19
foor the first— Dt ot the last— time, Ghana experienced a theee-digit in
with the inflathon rate rising (o 117 per cent (Table 4.3},

In the extermal sector, there was 4 persistent decline in export volume fromn
the midd-1960s and especially after 1975, By 1981, export volume was less tha
omve-hall that of 1975 with a deching in the production of cocoa heing the mai
factor, but production of other major exports (mbee and gold ) abso fell. Th
(il i production was in large part 4 consequence of domestic palicies. But tb
effects were greatly magnified by severe adverse developments in Ghan
extermal circumstances. Workd prices of mujor exports fell, combined with the
riwe i the oll price in 197574 and 197879, this led 1o sharp worsening i
Ghana's teems of toade. Tn 1982 Ghana's terms of trade index was less thas
Balf of the 1974 index. Assistance from the international community was alsg
extremely low For example, in 1982 Ghana received S12.6 aid per capl
which compares with $26.1 received by low-income countries as 4 whole in
Sub-Saharan Africa

The combined effect of falling export volume, deteriorating termas of rade,
and falling capital inflows wis a0 very large reduction in Ghana's import
capacity. Tmport valume o 1982 wax 36 per cent of the 1974 level.

L summary, the principal features of the economic erisis from o standird
macro-economic perspective can be identified as follime

LA Gl i the production of food. miverals and manufactured goods.

2. Deterioration in the terms of tride.

3. Oritical shartage of Tocegn exchinnge

4. Dislocation of the transport and communications system through lack ¢
madntenance and unavailability of spare parts and other necesary imported

inputs.
5 Acute shortages of consumer goods, mdustoal caw materials, and spare

parts.
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Tance 4.3 Prices, 19751985 | 1977 = 100
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. E In 1982 and 1983, the economy was subjected o three Farther shocks.
= H !; g REZ o= Z . 3 First, the prolonged drought and the accompanying bush-fires aggravated the
al g ® B Hex o @ g endy low production of food crops and created the worst Tood shortages

: shnce independence. Secanly, the sudden influx ol abiout ane million Ghan:
§ w 2 B s x ! [ whans from Nigeeia in January 1985 put a severe strain on the Wlready eritical
: = = 3 g oA e <@ 5 i 3 'E oo and unemployment situation, Thirdly, the cocoa price fell murkedly.
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3 2| & E = ﬁ: % =—o E & é = | % i,’é Degtining of 1982, and they continued o rise until the middle of 1984,
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Vante 4.4 Index of emplovens’ carmings, 1974- 1985 (1974 = (00)
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drustically reduced real incomes. Formal sector wage and salaned employees
were severely alfecied. By 1980, the real minimum wage had fallen 10 15 per
cont ol it 1974 value (Table 4.4, Despite subsequent nominal wage incresses,
the real minimum wage continued 1o Gl wntil 19835, 1n 1985 and 1986 there
were modest incresses In the real value of the minimum wage, but it remained
substantially below the 1974 Jevel

This meant that for many employees, the real remuneration for formal
sector wark could not support the food requirements of ane single adult, ley
dlone thiwe of the family plus their dothing, education, health, and housing
requirettenis,

At the worst point following the droaght whets food prces were at ther
peak | June 1984), an estimate of the market cost of & minimum-nutrition diey
i the urban areas was 168 cedis per person daily. For a housebold of five this
comes Lo 25,200 cedis monthly. Asuming 80 per cent of expenditure on food
and 20 per cent on wll other iterms, the minimim soctally acceptable household
hudget would have been of the order of 31,500 cedis & month in mid-1984. Ar
that time the minimum wage was 35 cedlis o diny or under 1000 codis
month-— and upper middle-level civil serviee salaries were 2,000 codis a months,

Tt i clear that households of formal sector wage carners st have beon
receving additional sources ol income —in cashy or kind, or both—in order w
survive i these clrcumtances, This s supported by data from a household

¥ Ghang "

sumple survey in Acera’s major lowsincome area, Nima/Maamobi, which
showed monthly expenditure per persan of 1,250 cedis on 1ood and 1450 cedis

wverall 7250 cedis for & five-person household, Even using 85 per cent of it

expenditure on food and (for a howehold of five) spendimg 8 times the
minimum wage, the fiod purchised was anly 40.75 cedis per day, or under
30 per cent of the Workd Bank estimates of the cost of an noceprable diet. With
the end of the drought, the situation his improved — food prices have declined
by about 30 per cent and minimum wages have doubled. Bur this still leaves
A very large gap between household budget requirements for an acceptable
thet (afaround 23,800 cedis) and the minimim wage (of 1,730 cedis n month ),

A majority ol economically active Ghanaians, even iy urban areas, are
mformally emploved rather than in recorded wage employment. Open unem-
ployment is not high in Ghawa, sinee most peaple have 1o find some employ-
ment o survive. In the 1970, incomes in the informal sector WEre on average
lower than those of formal sector wage carners. There are no adequare dina
10 show the relationship between formal and informal sector CATTHIGS N recent
years. Imbalances between supply und demand— associated especially with
prce controls, the import licemsing system, and the vistly overvalued exchange
rate—gave risc 1o unofficial markets and w opportunities for remunerative
rent-secking activities which raised infornal sector carmings for some howse-
holds. But other facton acted to dupress earnings, including the stagnation of
wage employment which swelled the supply of entrants into the increasingly
overcrowded informal sector.

Income data have become hard 1o interpret because no household can
SUTVive an one manimurm wage and virtually wone maintain rven maderately acceptable
living standards on any public or most privite sector salaries, Most kow-income
househalds who have s member working in formal employment also participate
In informal sector activities, Second occupations —ranging from farming and
sheep-raising through baking bread and artisanry w 4 variety of illicit aetivis
ties—are common and necessary

Rural dwellers were for the most part at least ax severely aflected by
the economic stagnation as most urbin Ghanaians Their incomes dwindled
because of the fall in agricoltural cash erop production and « high rate of
nflation. Until the drough, food producen’ incomes seem 10 have been les
severely affected than most ather groups (see Harton 1965),

Cocoa frmen' incomes fell from 1970 onwards as a result of declining
agricultural outpur combined with o sharp drop in the real producer price of
cocon until 1983, In 1982 the producer price of cocos was abeout ane-third of
the 1970 price in real termn. Ax & result cocon was not replanted, disense
control was minimal, and even relatively healthy, productive farms were
well tended. Cocoa production fell from 413,000 wos in 1970 to 159,000 i
1983, The fall in cocon output wis a major cause of the tally in export earnings
and government revenuies which have plagued Ghana. While cocon faemens
i shift in part 1 M:Mmbu—-wmm’lmnngm in their own
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tcomes this did vot lead (0 4 rapid grosih of food ourpue: an the cong
tooed prodduction hus risent T Gapidly than population over the past qu
Century,

Nominal and real witges of agricultural labourens Rrew more slowly thay
wages in manufactunng flom 1970 (o 1979, Their monthly wages fll
about Ball to under two-fifihs of thome ol manulactunng secior emplovees.

The trend i the real income of food growing farmiers is less certain
more diversified. There has beet some merease in real unip prices, but this
generilly more than offset by declining per capita production

Noethern and Upper Region lirmers bared particalarly badly with res
o poices and production. Their main cash Crops yams and groamd nuts
showed the lowest real prce increases, while they were worss affected by
drought Sinee the 'mprovement in the weather, food prices have fallen
nificantly, but the Northern and Upper Regions have not shared fully int
recovery in preoduction,

Over 1984-85 it seems there hik been some recovery in vural smallholdes
real incomes largely because of better food autput for selb-provimoning an
higher real agricultural wiages

Absalute poverty indices have not been constructed for Ghana recen
vears. The Waorld Bank estimared an absalute poverty line in Ghana in 19 .
ol $307 per caplta in urban and S130 per capite In rural areas, when GDP
per capits was $39%. Roughly 30 1w 45 per cent of urban howsehaolds and 66
10 65 per cent of rural howseholds were then in abuelyre poverty. Despite da

deficiencies, there bs sufficiens iormton o sliow e very severe detenoration.
i incomes wmong ot howseholds in Both pyral and urhban arcas the
accompanied the prolonged sugnation, while the drought produced o further
shirp decline. 1t bs elesr thar the proportion of houscholds falling hebow the

absolute poverty line bs now over 50 per cent. There §s 4 need for improved
dati 1o clarify the situntion further,

(b) Government expenditure in the social sectors |he Wl in govery.
meng revenue and the spiralling inflation have made impossibile w gllioeg e
adequate resources 1o the basi soctal services — healih, education, and water,
While the share of education and health in the budger hus been Ladrly cons
stantdechining from 20.7 per cent in 1972 16 20.2 per cont for education in
1982 and from 7.8 per cent 10 6.) percent for health— this s withiin o budget
which fell over that period feom 119 PErcent 1o 10,1 per cent of GNP, while
GNP per capins wins iell declining, lalling by nearly one-third over the prriod,
Therefore, real expenditure, both absolutely and Pev capina has lillen sharply

(Table 4.3 This hus led 10 acute shortages of drugs and equipment, while
real salaries of personnel have been rediced substantially,

V. Health soctor. The foreign exchange consraing consk ably meduced the
availability of imported Inpruass for the social services. T i o health sector, for

{ Ghasa )

Tanee 45 Index of health and sdecntion capenidiiure per
capita, 1969 70 1982 | 1973) 6= 100,
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istance, old equipment in health institutions could neither be repaired for
fack of spure parts nor replaced, The supply situation lu'o deteriorated over
the past five vears. Basic drugs such as niviguine and aspirin and consumables
sich as banduges, needles, and syringes are today in desperately short -?mply.
olten not availuble Tor months on end in many ruval climies. The lnn-'um
exchange allocuted to the Ministry of Health has been 4 very low proportion
of ministry estimites of needs. The poor road system nm.l the !u-h fu a leet of
vehicles in good runming condition has mude the distribution of the few stippilies
extremely difficult in the rural aress, although private hespitals and clindes
have been relatively successful in securing supplies. l"rlum and reglonal hos
pital facilities have fallen into discepair for Lack of maintenance

e exodus of health manpower has worsened an already inequitable t.“b-
mibution of health pessonnel. The country lost more than 5“}”" cent ol i
doctors between 1901 and Apeil 1984, and about 8.5 per cent of nurses in 1942
alone, ‘

These consrainm facing the health services led 1o contraction of the services
m a situation where effective coverage was aleeady poor and heslth status low:
m 1977778 i was estimated that only 30 per cent of the pupfs!uﬂun hadd avcess
to formal health care, including public and private feilities. The COtMGUences
of the comeramis are thar those health services which are 'nuila'hlr have lern
functioning below capacity and have been lm‘.upuhlr.ul tuckling the majoe
health problems of the country. These health problems include communic AP)'r
diseases, environmenial problems, und maternal and child health, including

nnon. ‘
"“Hmphnl records show thar annual atendances have dropped cfmm!mbly
For example, in Korle Bu Hospital, the outspatient Allfﬂ(hﬂ("f in 1989 was
H17,000, compared with 198,000 in 1979, The situation in the mision hospitals
wann much better because medical equipment wis functioning mare efficiently,
drugs and medical supplies were more adequate. and the loss i health muan-




102 CNICEF, Aiera f Ghana a3
power wan les. Annual attendances in Duayaw-Nkwanta (a Catholic hospital Tanir 4.6 Selected quality of (ife indicators, 1960 —mid 1Ny
tor mmtance, meressed fom 40,000 0 1979 0 49,000 i 1983 Overall, healt Ghana Laiw-
wt atteodances fell from 7,615,624 in 1979 10 4,468,482 in 1984, | 1960 1970 lase I
2. Edwatwn. Educatonal expenditures per capita fell by over 70 per cent fre 19705 Saharan
1975 1o 1982, The education sector has also been advensely affected by foreign Africa
exchange shortages and by the exodus of trained people. There have | 1962
shortages of textbooks, paper and other school matertals, teaching aids, and — — ——— - = =
schoal equipment I Average life 5o . - 55 43 m
The proportion of trained teachens in elementary schools dropped from 71 » ';:',:::'mm:..k 192 107 " 7120 1
per cent in 197677 1o 34 per cent in 1980781 becawse of the exodus 1o ben 1 Child death rate n 21 15 B
paying occupations both in Ghana and abiroad. The education sector lost + Accem to health “ "
1,000 trained teachen between 197677 and 198041, lactlities v
3. Water. In the witer sector, covernge increased from 27 per cent in 1960 ¢ 5. Public health facility
around 59 per cent by 1983 (urban coveruge in 1983 was 94 per cent 4 ::::'P"wm e 0y i 2
rural 34 per cent ) Bat the average per capita consumption has been low (ip 6. Health bodger as %, of : o
in estirnnted sometimes s bow as 19 Tiees per capita per day in the major urban Gor 12 b::)n e
arens ) hecuse of the lack of spares 10 repair oversaged equipment, Tn the rural 7. Accrss o plire water :3: :: P m
arens, st communities do not have acoess 1o good drinking wister since many Rural 6 6 75 62
of the boreholes or wells which have been provided have fallen ot of use " A‘ o -
because ol nndequate pump maintesance. The situation i particularly bad B! 54 D H 3
| | | : I Y : i | ) 2%
among small communities. The majority of rural communities therefore ml 0 ¥ g ®
depend on polluted sources of water, resulting in a high incidence of waters Urban " s '
borie diseases. B Averngooakwse
Sulstantial progres was made in the water sector in the Late 1970s und ::‘m:::::"‘:' we w QY an 3 i
carly 1980s particularly i the Northern, Upper, and Volta regions and in 10 u,‘sm malouerithon’ 36 -5 W
the torest belt, However, despite continued assdstance towied muintenance, 1 Primary education — ~00 69i=}
sstalning these gains bs precariowly bulunced given present budgetary cons enrolment cano’ 1’:‘ oy l'“H) 7% 69 My w4 B
straints. Older sets of boreholes huye become Lurgely non<functional. 2 Adult literacy 27 !
I “‘u;.‘:u;;‘;’ Dibiget 10 (1R8] wm
v of G A
I population below
(¢) The human impact [nfirmation on the human dimension of the econs Mmr peoerty line . 6575 o
ot stggnation o Ghan is not systematically collected, pubilished. and used Rural %39 '5-80 "
it (e wary that information an economic indicators s routinely made available Urhian -

Chunging trends in welliire indicators have therefore been difficult to measure.
However, enough data are availabile to dhow that the negative impact of the
recession in terms of poverty and human depriviation led 1o 4 substantial
deteriaration in the wellsbeing of Ghanaians | Tabile L6}

anters: Winthid Basih, 1Worid Developoment Rrparix, Ghivma groermment wutisthon; UNTCEF esbimates

Moderare sl severry
P hguiens i puatentliescs are e boyve oy

1. Girowing marhidity and sorlality. Pavasitic and infections diseuses celated 1o
poverty and underdevelopment like malaria, intestinal parasives, malnutrition,
wndd scahies, continue to afflict 0 majority of Ghansians. In addition diseases
virtually eradicated by campaigns in the 19506 and 19608 notahly yaws and
vellow fever — begun to teappenr in the late 1970s @ nutrition and Mh
services declined. with major epidemios in the

1977, 1981, and 1983 The crude death rate » il high, berween 149 and 20
per 1,000, :
aﬁmumﬂllh fill frooms around 130 per 1O in the mid-1960x 1 107 per

t,oloom wn.u’;iwprhlpulbwnm}m 100 i the mid- 1970

However by 1980, UNICEF estimates based on demographic diata suggested
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towias around 100, and 198384 estimates are in the range of 110 1o M
Similarly the child (140 death vate, which fell from 27 per 1,000 in 1960
21 in 1970 and ux low as 15 in the lute 19705, we believe rose as high as 30 »
LODO in 1985-84. Over hall of all deaths in Ghana are of infants and childe
under 5, and of these over hall would be preventabile with general availabil
and application of low-cost health measures,
2. The nutritional status of undes-5s deteriorates, The decreased production of
coupled with the declining purchasing power of Ghamaians and the dra
merease in food prices Had o most devastating effect on the nutritional st
of Ghanuins, particulurly pregnant and lactating mothers and pre-schi
children. Estimates from the Ministry of Agriculture show thut per capl
food availability i 1982 was 30 per cent lower than 10 vears before. Duri
the recesion, most Ghanaian families were reduced (0 havitg one meal
day, with a very high dependence on root crops since these were relativel
cheaper.

Nutrinonal studies undertaken between 1982 und 1983 in the Brong /
Northern, Grearer Acera, Central, and Eastern regions indicate that the calogi
and protemn imhke of children was below 69 per cent and B7 per cent
requiremenin respectively. Pregoany and lctating mothers also satistied
than 85 per cent of their calonic needs and less than 90 per cent of their protel
needs. A smallscale numnom survey carned out in 1983 in eight sout
villages indicated that 3 per cem of under-3s were severely mulnourished,
that 50 per cent weighed less than 90 per cent of the standard weight lor o
Recent Warld Bank and UNTCEF estimares show 45-50 per cent moderately
and 2-7 per cent severely undernounshed

Dista collected while admumsiening feeding supplements during the drought
(Fig. 4.1} show thar the nutrinonal situanon of pre-school children worser
i all regions between 1980 and 1983, with 1983 being the worst vear becaiise
ol the drought, and the Northern and Upper regions having the worst e
The proportion of children whose weight for age was below the third percentile
of the Harvard standard increased from 35 per cent i 1980 10 42 per ceny i
1982 and 47 per cent in 1985, In the second balfl of 1984 the proportion fell
following o better harvest, but remained well above thar of 1980-81

The abave dinta are not topresentative as they are contined w children tken
(0 clindes 1o participate in feeding programmes. This may bins the da in twe
apposing directions. On the ane hund mainly children who are in need are
taken to the clinies, Bat on the other hand, the most seviously impovershed and
deprived normally do notget i the clinies. The precise extent of malnurition is
aot koown, but available dica show thiat it s i very serious problem and give:
u realistic indication of changes over time,

The dats on food availability, food prices, and nutritional status, taken
together with thase on incomes, undedine the fact that Ghana's nutrition
problem is not simply ane of food availability. Troe, unibos fod supply
testored w, say, M) per cont of basic calorie requirementy, salstantial nal-
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g iion will inevitably remain. But as the urban budget data cited earlier
::::":;r main pmhlntn for many urban howsebolds is the low level of their
real incomex. With 1985 leveds of the minimum wige, & large cut in food prices
(e of onesquarter below 1985 level) would still leave many Lamilies relying
o wagesemployment with msufficient incomes to support adequate food cone
sumption. For rural families too, an increase in incomes is essential for them
prove hamehold diets.
~1i"'l'|v Northern and Upper Reglons’ position s especially precarious. They
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are wsually pereeived s food deficit regions. This is certwinly true in notritie
terms but is the inverse of reality on o commercial How basis. They are o
et exporters ol groumndints, vams, cattle, and (from large farma) rice
southern Ghana and amaller importers of muiee argely 1o the region
capitils). They alwo export groundnut and in muny vears millet and guin
corn, 16 Burking Faso. The cause of this apparent paradox is oot hard 1o B Kornps affected by the recession
The rural households of the Northern and Upper reghoms are very poor &
their basic cash crops are lood crops. As they have non<tood needs whil
can be met only by cash, they must sell Tood even il this holds househ
consumption —especially during the notorious pre-harvest "hungry season’s
far below nutritonally acceptable levels. The way o improve the situatio farmers in northern Ghana. Within the households of these severely
not by encouraging food production ar the expense ol cash crops. Rathe fected categories, women and children have been expecially valnerable,
van only be found through enabling Northern and Upper Region peasants he physical quality of life index (Table 4.7) shows regional dispurities
grow more of wll tipes of crop mrlmiinq food for awnscomumphon, food croy lbehs have not altered ﬂ‘"i&:gu‘ly aver the yean. The Northern, U')'lﬂ' Fast,
for sale, and non-food crops and catle el Lpper West vegions stand out as the poorest, both in their urban and
3. Dectmng education guatity and grawng chidd labosr. “There have been ch areas.

shortages of weaching matenaly and o massve tlight of waimed teachens
has resulied i a senous detenoration i the guadity of promary education me
vividly slustrared by an increase i child labour and lgh drop-our rates i
primary schools. In 1978/7% an esumated 75 per cent of boys and 63 per cen

erattend school. Again, the intense use of child Labour is more prevalent
northern zone, in the rural areas, and in the urban informal sector in

Cities

almost all Ghanaians hiave been sdversely allecied by the recession,
groups were especially acutely affected by the economic erisis, These
i can be identified as low-income houscholds in the urban centres and
il rural Gormers. Lo the rurl areas, the most severely alfected groups are

Tanvee 4.7 Phveal guality of lfe index. 1%9 - 1970
(ercentage seorvi|

of girly in the age-group were enrolled in the finn grade of prmary schoe Urban Kural
There were very large regional differences, with much lower enmolmens ra r ,
. ALL mEQIONS Mo RIS
m the Northern Region (50 per cent of boys and 30 per ceny of girls) and oo Acewn 06 59 4
Upper Regon (349 per cent bays, 26 per cont of girks). Annual drop-our Castern 5.0 “wa
were 8 per cent for gards and 3 per cent for boys. Central 50.5 36.5
The detenomrting educational system will have advense effocts on the fuig Western e b WiH
potential of the Ghanatan labour force. Lower rates of education amony g Volta 3.6 '? :
will further constram the household's capacity to mise, or even maintain, Ashisnti gL -y
X o3 Hrong-Ahufa 5 352
standards of health auu! nutrtion, Northers 97 19.0
There s evidence of increswing intensity of child labouar which illustras U pper 5.3 1n.a

the interconnection between deepening poverty and reduced acoess to baig
vervices, Child Libonir—in the serse of domestic howsehold chores and ag
cultural work, especially at seasonul peaks i traditional in Ghana, W
rodernte in amount it need not be inconsistent with child wellire nor—given
stitable phasing of school vacations 1o coincide with regional peak lal
reqpuirements i agriculiure - with benefiting from primary school, But
households hiave bevome poorer, child labour hias become more crucial
making eods meet and has therelore been intensified. 1 has contributed o the
high drop-out vates, especially among givls, us well as (o irregolar attenda
and children 1o tirved 10 benefit from clases. Further, child labour in the
iformal urban sector, most apparent in hawking —and a modern amd much
worse | form, ‘child pawning’ into domestic service 10 reduce the living costs
of poor households—has reached levels markedly above those which existed

20 ar even 10 years ago. These child labourers, virtually without exception,

Soweee. UNICEY - Cllistn (180

The particularly depressed situntion in the northern sector of the country s
v confirmed by data on infant mortality rates and the Catholie Relielf
Services data on nutrition, The southern sector, on the other hand, is better
endowed in terms of natural resources and social and physical infrastructune,
whidle data show a better health and nutritional status there. Nonetheless, there
were groups in the southern sector who were as severely alfected as those in
 the northern sector, including some small-scale Larmers and low-income urban
dwellens,

A hriel description of the characteristics which made some categories
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expecially susceptible to the effects of the fecession is contuined in the fol WnL e 48 Mealth wwit attendance (thowsands) by vegrom, 19791994

paragraphs,
1 14w (AU 2 ey 14
ater Acern 1172 Wil 609 772 G610 IR
(%) Women and children |l nutritional status of pregiant and lac  Hidex 100 "2 nhH a8 na it
mothers and children s the lowest in the country, and they were ' ':" :?ll'l :: ';:; '.::; ';'”' ';::; t:
affected by the inndequate food supply during the stgnation and especis : .:',;,‘ 7.3 1'| | 172 w7 0 20
ldumlu the drought in 1982 and TYRS, ds has been shown aluwe. Otlser he 1| Inddes 1000 w7 i i na ma
indhcatans also demonstrate the low heslth status of women and children, Naoliu 11 " bR M 603 s
Fhe maternud mortalivy rate s estimated st betwoen 5 and 15 per 1,000 Nndex .0 no e i R A
hirths. The high rate o due 1w the frequency of births and the high ferulig 'l"'""' I:: "' ;::;’ {: .‘ ;;; ,‘, ‘ ":; ‘;;:‘
rate, estimated at about 6-7 per woman. These problems are more acute m”: .0 .,: \ o ,: 879 3. o2
the ruql areas. More than 80 per cent of rucal women are delivered at | Trstbex 1004 1004 p e 6.7 TR
by tradinonal barth anendanis or relatives because of the poor provision | ooy Ahafo 1061 91.7 s 90 834 3.2
midwilery services. Such pesonnel are untrained and their practices Index 1000 n.n 6.4 "5 8.3 K8
unhypenic, thus increasing maternal mortaliny | Nerthern 264 1.8 123 142 .7 e
As ndiwcared earlior, infant and child mortality rates are alio very highs .,'l.;:':‘ ":?:: ',",' .; ;:.‘,. :;q,,. u:t; .l:: ;
s extimated ll_uu although the under-S account for less than 20 per cent of th Triddes 10,0 RE| qin o4 20 ne
total population, they account for 50 per cent of all teported deaths. Forty 78140 E2600 TR 70 Wea0
" i - ‘ TOTAL N w240, i VI : 468,

five per cent of all imfant deaths ocour in the neonatl period. The causes v bl 100.0 2.0 .2 "1 W2 8.7

the high neonatal mortality are considered 10 be high ferritity vates,
materval nutntion leading to low birth weighn, and ek of antenatal care.

Sowece Minaary of Health

Nt Covennge comnprbses all gosermnent health swrvioe Gucilivies eluding CHAG, te Cheithay
Bospirad group. Beved of reporing comnsmm over presmd,

Do hudes s v acciations s vaes and vellos feves wlibih pecured wlier sesr e bt
(AL

(b) The northern sector of the country 1hie poor health status of
i the northern sector is partly due o the sparse distribution of health persoun
and facilities. For the Upper and Northern regiom, in 1975, the popalatior
per hospital bed wan 101,209 compared with # ranio of 11952 for the Greate
Aceras Region. In 1984 these regions, with abour 19 per cent of Ghany
population, accounted for only 5 per cont of public health facility atendane
(Table 4.8 There are abso big differences in primary school enrolment. wit
the Northern and Upper regiom having much lower enrolment rares than o
rest ol the country
Regional differences in resource endowments and imbalances in develog
ment between the north and the south huve affected agricultural productio
The Latest data available show that in 1979 the Northern and U pper region
accounted for over 40 per cent of the total area but produced anly 14 per conl
of the tomnage of agricultural produce. Compared to the rest of the coun
shortages of food occur with greater intensity and for longer periods in the
year in the north because of the single rainfall regime In 1982, for insta
as o result of the drought, the percentage of pre-school children below
third percentile of the Harvard standard in the Upper and Northern region
was the highest, at about 60 per cent compared 10 42 per cent for the rest
the country.

(¢) Small-scale farmers Small-scale Tarmens form about 80 per cent of
farmors in the countey, and produce the hulk of the countey’s Tood supplios.
On averuge, only about 5.0 per cent of the countey’s expenditures s spent an
capital development in the rural areas. This means that smallscale larmers
andl especially lairmers ofl main roads— generally have little access (o social
infrastroactural feilittes such as education, health, water, and sanilation.
Despite the nominal availability of uncultivared land, the reality i that firmen
Huve decreasing secess o agriculturally suitable land with adequate trunsport
and social infrastrocture.

With increasing population. average land per person tell 30 per cent from
3.5 hectares in 1970 w 2.0 hectures in 1985 This tall has not been offset by
any substuntinl increase in output per hectare, %o thit output of food per
peasant househiold has tallen. In some wreas notably, the Upper Eaw
Region  thix relates directly 10 the imcreased number of years of cultivation,
reducing the historic fallow period. A second cause is that agricultural rescarch,
expecially on form economics and forming systems, s paid very livtde atention




o UNICEF, Avera

1o the food crops produced by small farmers primarily for their own
Gon. This is particularly true of yams, groundnus, millet, and guinea
(e muin crops grown for own-comumpion and cash in the aorthem
Loput supply has wlso been biased against thi type of farmer, !

The seasonality of rainfall i a further problem for the small-scale fae
expecially in times of drought. The most eritical perod for the sma
flarmer begins just before the rams, when cash and other resources I
depleted and body weighis fall. The ramy season is often the least healthy i
sinee this is also the vime thar debilianng diseases like malaria peak, while
Imimune response 1 an i lowest,

Among smallacale farmers those, who live in sl communities with poj
lations less than 1,000 and culivatng les than two acres of land are
most deprived: they have no acers o irmgation lacilities and their suppl
agricultural inpurs s very limited and often untimely, Becnuse of their scarte l
distribution such communities have benefited little from programmes in §
socil sectan,

(d) The urban poor |he howscholds which have been hardest hit by o
cconomic susgmation are the urban poor. This is hard 10 prove quantitati
becawse of the aggregation of available data. However, it s supported by da
on incomes and food prices (Table 4.4), as well as casual olservation of 4
urban sitation. Greater Accra wis found 10 have the highest proportion
cliniex with very high levels of child malnutrition (14 aut of 17, or 83 per ¢
compared with 73 per cent in the Upper Region, 50 per cent in the Northest
Region, and 27 per cent in the rest of the country.

Ihe nature of the human situation in low-income arbion householils
be ilustrated by Nima-Maamobi, Acora's Lagest sl area, with a cure
population estimated at over 80,000, These people are crammed o 178
acres, giving & residential density of about 170 per acre, In 1976, when t
population was significantly lower, 60 per cent ol all Tamilies Twith & mediag
size of .51 occupled only one room

About 65 per cent of heads of household in 1976 (the latest survey da
available) carmed less than the average annual wage and salary income, and
altnost all households required two or more incomes (0 survive. As shown
catlier, lamily expenditure during the drought period was grosly inadeguite
tor secure enough lood,

Nima-Maamobl has only one public health licility (a0 polyclme) for s
80,000 people — aboul twice the national ratio—and 13 primary schools, which
sugests an enrolment ratio substantially below the national average.

There are 12 public water points in the area, and 300 houses with piped
contections. This means roughly 6,000 per stundpipe. compared with a target
fevel of 500, The 12 points would thearetically allow approximately one and
2 hall minutes per person per day i they were in use 12 hours a day —a figure

y demonstrating their total inadequacy. Water can indeed be bought
i water carriens und private households with connections, but given typical
e levels few howseholds can afford 1w procore adequate quantities by
B means. Public sanitation and refise disposal are next (o non-existent.
pre are eight aqua prive blocks and 200 dropeholes, ane per 400 persons.
voverloaded, illaerviced , and unmaintained, these ire grosly insanitary
well an inadequate (4t one use per persot per day on a 20-hour basis there
1 thearetically be three minutes per pemon . As a result much of the area
pgged with excrement.

Nimus-Maamobi is an extreme case. but only in degree. Many other low-
e urbun areas are almost i deprived i their combination of poverty,
rowding, malnutrinon, squalor, lack of wecess 10 b services, and gross
ironmental pollution,

I

Managing the crisis 1983-1985

The prolonged economic decline called for ditieult messures in order 1o revene
downward spiral. In 1985, the government adopted & comprehensive
tkage of economic reforms,

Stabtlizaton palicies

Suabilization policies were backed by IMF stand<by arrangemenm sogether
with concessional finance from multilateral and bilateral sources. They nimed
o

Re-align mnrerest rutes.

Adjust the exchange rare,

Reduce the budger defien

Reform prices and restore production imcentives,

Rehabilitate runsdown infrastructure.

Establish improved prioniies for the allocation of foreggn exchange
Improve the inancial posinon of publlic enterprises

Encourage private imvestment,

e E N -

The overall srraregy was one of fiscal and monerary measires w promote
productvity, production, and investmeny.

L Iuvestment programme

During the 198485 period, selective investments in key sectons of the economy
were undertaken o improve the foreign exchange eaming capacity, The
allociution of resources wis comsequently geared towards secton that would
carn foreign exchange or reduce imports. Greater emplusis was abo placed

——_‘
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:;':‘:':c;nwwhu!ili:;tunuu of the counmry’s infrasteucture. which wiss necesar extic product rose by 0.7 per cent in 1983, and over 6 per cent pa
vive the export secior { _ A oy y
Programm : g ' 1 el 1986 the first three years of comecutive growth in over
duction ";n m:;:r r:r"r.:l':r:;‘:;.‘:':::j':::‘::::‘: .um;"d "" '.'_“'"_“'f"“ tho§ evades. Gross fixed capital formation, which had Gllen from 12 per cent
mecting Bod roquirements in the s ge sellsuthowency in G 41 b0 1970 10 3 per cent in 1982, rose 10 6 per cent in 1984 and 8-9 per
plantaing, yams, millet, guine ey, They did not cover. coe W 1945, There was alw a recovery of development expenditure from a
excluded '“". crope xﬂm'n‘f‘:vr n:t::::: |uu’xl.mm., o groundnuta, "f‘d_‘ 0.5 per cent of GDP in 1983 10 an estimated 2.1 per cent in 1985,
smallscale farmers and virtually ail :'“""'"_';;" M;d ‘.m cash by a mujority e dnflation rate decelerated sharply in 1984, largely as a result of a lower
and Upper Region. ] Ve wnali-ela farmen in the Ne food prices following the good harvest In the second half of 1984 and
The maio ki g F ol 1985 food prices fell. For 1985 inflation is estimated around 10 per
pmdm‘:'i:f! ;.::::::h::‘:.::‘ :_?:nt::;:m:;;:'.' he recovery programme was o which bs & substantiol achievement compared with the |lurr-d:m|
measures being implemented and of tnmn$ wlrl““ of the Wy ‘"_"‘ - s rate eatlier iy the 1980x. The redoction in inflation was achieved a
I ; : e allocations under the invesm time as the very subwtantial devaluation of the cedi. However, since
::t:;:g::mm'; I'he ratiotiale ln‘h'u'uI these macro-exonomic measires i cleary 03, inflation appears o have accelerated ‘
lluw::'::, ,;::‘,?:?'::';::.::::mr ";; HIAT IOV of the economy. Bocon production made  small recovery in 1984, but wan still below the
ol 100 commhiarve DR m"‘l"“ y tmt need now for the formulp Jevel More sulwiantial recovery occurred in 1985/86 10 a production
the economy. This is fully :‘ x‘m‘:;r "; :r F; “?‘"' the human dimensiont of 219,000 tons, compared with 157,000 in 1983, Gold producton rose
tnmsep ey daynrs 'q":!?“any the Ghana govermment and fogs 7 per cent in 1985 compared with 1984, The estimared dollar value of
¥ e Rports in 1985 was 19 per cent above the 1983 value, panly because of some
: v i the world cocoa price. Tmports were estimated 10 be B per cent up
L IBBS compared with 1983 The current account deficir was 4.6 per cent of
DF i 1985, There was & significany rise in ner aid disbumnements in 1904
w 1UBS, but a Gl in 1985 ax disbursements lagged behingd commitments,
ternil payment arrears were reduced from $601 million in 1983 1o
N7 million in late 1984, and the wend remains downward. However, debit
wing obligations tncluding 10 the IMF) have been riung sharply and will
umie over 50 per cent of export earnmgs in 1987, compared with about 4
cont in 1982
" These are substantial achievements, obtamed i spite of most difficult exter-
circumstances, However, the positive effevns of ccomomic recovery have
been reflected fully in improvements i human welfare. The evidence
wents that health care and educanon remain on declining trends. The water
poly sitwation has not changed materially. The nutritional situation luas
Mproved compared with the worst of the drought, but remains precariously
Islanced. Real incomes of low-meome households are still quite inadequate
meer dierary needs. While this in no way refites the reality or magnitude
of what has been achieved, it does paint to the urgent need for additional
' tions if the policy changes and econamic progres secuted since 1985 are to
e sustained and built upon, and the renewed spirit of determination, will-
w sacrifice, and ability o mobilize (o reconstruction throughout
poiety s 10 be kept alive and strengthened by perceived sucoesses

N Performance of the programme

Some substantial achievements have heen made, although it is varly 1
Tl amessment of the response of the econnmy 1o the POCOVETY PTORT AT
while the critically important agricultural sectonr his been substantially affecte
by fgvnunhlr weather conditioms. The performance of the ;nwran;mr -
be viewed nu:in'u the background of unforeseen difficultien, including y
repatration ol abaut one million G i et ‘
m‘;:' R s e ilion Ghanaians from Nigeria and the droughi
Fhe government s secured a remarkable turm-around in policies in are

m which it s olten very dilhcull 0 secure eflective change, Govern
revenies recovered Trom the very low level of 3.3 per cent of GDI in 1983 10
an extimated 9.0 per cent in 1985, The exchange rate was devalued from 2.7
cedin 1o the dollar in April 1985 10 90.00 cedis in April 1986 Naminal interest
rates have been raised (0 18 per cont (deposit rates) and 23 per cent ending
rates), and real mrerest rates were positive in 1985 for (e firs time n over
two decades. There has been un oederly reduction of aerears by cash Ry e 1
Producer prices for cocoa have been increased 17-fuld, pri& wibiidies have
heen cun or eliminared, and price controls relaxerd

Sugmbicant mobilization of popular support for economic refiorm has Lieeny
achieved, and o beliet that the economic probilems can be overcome has heen
l“'r.l'illl‘d m the commumnity, Substantial community and communal action—
i time, labour, and caxh - has been mobilized in support of sectors] relibailis
lati{m, mcluding health, educanon, and water.

Significant progress has been recorded in realizing economic abjectives. Real

»
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I Strengthening people with the economy 2 40 Characterization of the worst-affected houdhald group)
The economic recovery programme has heen successtul in arresting (he & M‘“L"‘:&i -
omic collapse and initiating economic growth. The government, with i - - —

support of the World Bank and other aid donors. s now introducing | : : Mictent e
grammes {or rehabilitation of the health and education sectons. Tt is e Wl T W aRe 04 Real wage gromly insi

: . 2.4 adequate die
to build on these (0 protect and improve the conditions of valnerable gro Desslonsiion b skl sisricns
to help those worst affected unil the benefits of the recovery ire widely spe chvenid

and to reach those groups thar would otherwise be unlikely to benefit fro )
general improvement in economic conditiom Al wector =
This part lays out the main elements of a programme for human recow
which should became an integral companent of an economic and social poll
Decisions on the precise dimensions of such & programme must clearly depe .
on choiees within the country in the light of human needs, institutio ‘ 3.0 Affistedd by decline in agriculiural
capacities, and resource availability. There s an immediare need 10 laus Jagriculiural proxtuction and rse in populanon
this debate and set in process ite more detailed evolution. An esential & wrers i rural Shurp decline in wcial services
immediate priovity i to institute a set of human indeators which will pes (mher than availability
improved identification of needs and effective monitonng of the achiey b
on the human dimension Been armers o
The main elements of the strategy follow from identification of the vulneral
groups in Ghana in the earlier parts of this study and from the analysis of #
major obstacles these groups face in meeting their basic needs
Within each category, children as well as pregnant and lactating mothe
are expecially badly affected, showing the worst dictary deficiencies and
greatest vulnerability 10 disease, and |t is for them that the effects of
deficiencies will be most permanent and damaging. For infants and childrey
therefore, specific interventions, particularly in health and nutrition, will b
necessary in addition w those actions aiming at improving the Hiving conditiom
ol their Gunilies.

Widespreald underemployment:
low real incomes

Deterioration 1o social servicos
COVETagT

Lavwer incomes and produchivity
than chewhere

Near 1otal collapee of the fow social
werviees presionsly svallable

LINICEY estumates

e larmers and female-headed households. However, these policies, and
intended to raise incomes in the urban areas, are not likely 10 have &
tly big effect in the immediate fure = .
The Tundamental source of the progressive failure 1o meet the basic neet R the short teym, some policies 10 “";" "“‘“"“"‘.“".;::"‘:;':'r “:‘:m':‘”‘;
t e el o G b e et e R s el ol o ey i
and economic stagnation. There have, however, been 1wo distinet elemen 3 : L
ivalved. (a) the ‘:zlluw of fuod entitlements, and (8) the debilitation of socia a h “"f!“"" :‘“;“ d"l’;“‘:d"go:::’"‘:':r';: "lt";‘(‘::::n'::::mﬁ“”ﬂ' m"“"_" ";':
nr:rfr::lcn;:u:nm und the socinl services. Different types of palicy are appropriat o mnmmdu::lg :: m‘: :::; dr«’ u““" T e e s
T med immediarely 10 conmder the aptions. A recent World Bank report
169056) provides a general intellectual framewark for commidering nutritional
etions and identifies policy options. Some major policy options for

i (B deration in Ghana m this area are described below

The [ong-run objective must be that real incomes, land yiekds, and fivod
availability rise sufficiently among vulnerable groups for households 1o
enough lood or earn enough to meet their food necds without special assistance,
While this is the long-run objective of the recovery programme, najor attention
has been placed initially on rehubilitating e export sector. Paliches should be
srengthened for the: promotion of lood production, especially among low-

' -wmmhmu‘m'l‘omlw
\ syt problems of nutrition, interventions need o be targeted towards children
" preguant and lactating mothers. Supplementary feeding programames for
these groups could be provided by supporting and extending voluntary activi-
hex mounted during the drought in the urban areas and by supporting
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J b s . Larmners elwowhiere | may
cammunity feeding progects ar the villuge level i the rural areas im0 The problems of northern ““""",' '.'""' bowtiacune T rieuliural
hongry sewson yarkled in four different ways. These include (o ““'l‘;l ng l.‘ :
other incomes
In the urban areas feeding could be wrgered 1w the mon deprved. usi whuctivity, and comequently incomes, and (A promoting

prning activities in the area, such as crop procesing and « f-unln»(:liucl wud'
Mhe rural community-based scheme should imally suare anly o the nordy fhese: fint twor types of poicy should be mundutnl'lflnl"lﬁll’ﬂ::;;':‘;:":u'“‘;
the country, which accounts for approximately a quarer of the populue kely to have ""“'"‘"_“"" elfects in the short u'""fd :" ':::m‘hmﬂ“ of food
The programme there could be targeted i three ways: first 10 the pplemented by AL h-ulv-ﬁutwml schemes; and (d) the ex & dise 10 scasonsl
deprived wreas within the northern sectorn, secondly 10 presschool ehildren ex and apeciul distribution schomes tu mert acuie oecs
sregnant and lactating mothers: or thirdly, the scheme could provide extl NnrTages ‘ = " :
Lu:: only in the lmnm: season e ahuu’mu-tluul of the \mrl,- Fhe g Rabsing the *K'*’“"“"-" productivity ol l‘,'“":."";"' ";’“:::::::;'i:::::’:
group in the raral wreas would be very approxinuiely |5 million, of whe " g nutntional s'lauulanh by increasing lood produc
about 500,000 would be in the specially deprived arvas Phe main policies required are indicated below.

In the rural areas, the programme should buy locally produced fow
purchased ar the time of year when they are abundant and prices are

thereby supporting local incomes. The urban programme could make use
foxd il

growth monitonng 1o identify the most malnourished in o systematic manm

) OO COPA VAT, COCOVIRITIA,
L Extending priority  programmes (o s Iot'l _
. . guines corn, groundnut, and ol palm. Supperting changes are needed
, extenstan anid the supply of inputs, all of whick are brased aguinit smadler farmers
agieinest fooud cropy ’ ‘ .
Promoting other agricultural activities in the borth, including secondary
peport crops (e shea nuts) and livestock ,
Increasing non-farm activities in lowsincome areas. Financial support
Monld be given to promoting processing activities s well #s 10 the rehabili-
Mtlon of economic infrastrueture. . |
L Creating a fund o support income-generating actvites in low-income
mmunities. Communities should develop the projects themselves, com-
ting some financial and labour resources. One area of high potential w food
ing (e, gari production); others include pouliry and carpeniry.

(b) Urban area: wage earners [n the short run, policies o supplemens
diets of very low-ncome houscholds are needed because imcomes are g _
nadequate 10 meet minimum food needs. For formal sector low-wag
employees, food stamps would present an effective and relatively vheap
of achieving this, which would help reduce abwenteeism and raise productivin
as well as improve dietary standurds. The stamps could be admintered by
employers, und their face value would be reimbuansable to food seller by thy
government, A balance needs 10 be struck between what would be desrabl
1o iring food comsumption up w more reasonable levels and what is financiall
feasible. As real incomes of minimum-wage urhan employers grow with
recovery, such a4 programme should be phased out

For the informal seetor, additlonal employment oppartunities would
the capacity 1 buy food. In the short run, fisod-for-work schemes would helg
riise food consumption while the ‘works' could contribute to rehabilitating
socinl infrastructure —drain, sanitation, and roads. Support for small-scak
enterprises —through sssistance in providing eredit, development of appr
priate technology centees, and marketing advice— would help create in
carning oppartiunities in the medinm term. The programme would build up

gradually. As income earning oppartunities grew, the food-for-work pro-
gramme could be phoased ot

Fowd-for-work schemes could contribute o the rehubilitation of ll\'lllln?rl'lllr
hile ikl;ﬁng 1o rakse nutritional standards. Sehemes could cover such activities
o the comstruction and maintenance of minor roads and |mp|:nvrmrﬂl of
snaller-scale frrigation (e fadima); and social projecis, meluding the con-
tion and rehabilitation of primary schools, of safe dug wells, and lmpmw:d
wit latrines. The work should be designed 1o be seasonal, rmu-mtt_atcd in
of Jow demund for agricultural labour. Works schemes may be financed
}' fodd-aidd but wherever possilile rural programmes should use food purchased
pcally, with any food-aid being sold in the urban areas o fiance lhf s hemes,
Ope ot this basis such programimes can hiave a posinve elfect onmeentives
Joo prrosduce food, which is critical w their bemig pars of any overall approach
i selfsuthoiency.
mmoﬂly i storage at the village level .\‘-hu‘h rraditional storage i
very poor, involving loses of up 1o 30 per cent in a season, and il ha
eficient in quantity. Lack of adequate siorage causes many low -income
10 sell grain after the harvest when the price is very low. They are
~ then often forced to buy it back a nlnmdd!hrmwbmtluwimh
wsnally substantiully higher (sometimes five or six times as great), leading 1w

(¢} Rural areas: small farmers 1o the rural weews, howseholds of northern
furmens represent substantially the most deprived group according (o every
measure —income. nutriton, health, etc. Not only ure their sbsolute comes
very low, but they are the group that sufler most from seasabal deprivation,
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defichent purchases and malnutrition within the family. Improved vill
(and household) storage would permit low-income households 10 raise "‘
nitritional levels during the hungry season, adding to thear incomes and
total food availability. Techuical improvements can be made 1o raditi
storage methods—for example, the laterite block silo and rechmcal we
with implementing improvements, with tramlerring the wechnology, and wil
initial financial requirements are urgently needed.

2 Rebabilitation of existing sacial sevtiees infraiirm ture

Social infrastructure has beett eroded during the past decide, leading
continued deterioration in coverage and quality of service i vach of the
wetdl swetors. Not anly have physical facilivies gradually fallen into ol
disrepair owing (o lack of maintenance and almost no new inyestment, bt als
thye level of utilization of the facilities still funetoning has dropped dramatical
beeatse of Luck of finanee to purchase recorrent inputs and because of 4 qul
dramatic and still continuing outflow of personnel, expecially medical, abee
which has further reduced the effectiveness of we of the Himited resoune
available. Imbalance of resource use - towards the urban arcas and the m
clusses and regionilly —has further eroded the ability to meet the needs of thy
et vulneralile.

What is needed s action amming ae

|. Reitoring adeguate working conditions 0 existing facilities (polyclinies, heal
centres, schools, water sapply sysems, etc. ), possibly through food-for-we
schemes

2. Halting and if posnsble reversing the flaght of persomnel, This will be Gacilitated
improved conditions, bur may abo require higher real remunerition.

3. Increanng the avarfubility af recwrrent inputs (essentinl drugs, exercise e
paper and pencils, hasic spare parts, etc] indispersable for the delivery and
fruition of social services. Special procurement schemes, like that for
UNICEF/WHO essential drugs programme, can help greatly in inere
the availability of recurrent inputs ar moderate cost

In the social sectors, a hierarchy of actions (s appropriste, with the order
depending on urgency of need and organizational wnd financial constraints as
well as on costs. Some short-term rehabilitation may produce results quickly
and cheaply. Expanson of services will take longer and may be more costly.

(n) Health wector (il has adopted the Primary Health Care Programme
as 11y hasic stratexy for consolidation and expansion of health coverage. At

present the programme i being partially implemented in a limited number of
districis. Even i these, however, severe financial, manpower, and organ-
jranonal problems limit the effectiveness of the progrimme. It bs erucial
that normal fanctioning conditions are restored in the districts where the

4 Ghana 1%

wamme has been launched. UNTCEF and the World Baok have begun (o
port programmes for 4 considerable expamion and improvement in
mary health care activities,
I view of the expensive nature of hospitul-based care, the governmeni
puld consider putting & stop 10 new hospital comtruction and even (o
jor extensions to existing hospitale. Ideally, increases in expenditures under
pital medical care should be allowed to cover only silary increases, inflation,

intenance, and the costs directly attributable o increases in numbers of
‘ 15 trented.

All projects which have been planned but not completed should be reviewed,
§ savings from such projects could be channelled into prionty programmes.
Nithomal savings could be obtained from the simplification of the exmung
diministrative structure of health centres, health posts, und so forth

In view of the aeute shortage of husic drugs and medical supplies it w
wested that & basic drug programme be adopted. Over the next few years the
drugs should be imported under the WHO/UNICEF Drugs Procurement
Facility, which can lead 10 cont savings of 30 10 40 per cent,
This programme shoull be adequate (o boost finst-level health care attend-
nee 1o at least 10 million— well over double the present level. There is strong
ence that present low attendance rates at all levels are closely related o
he Luck of drugs and supplies. and thar whenever these are known (0 have
ived people flock to health facilines.

[b) Water sector The most argent need s 10 comnsolidate and preserve hard

won gains, repairing the many borehole handpumps which are now oul ol

peration and raising the number of urban water points in low income areas

[c) Sanitation sector ‘I'he sanitanon ssation in Ghana—with perhiaps 30

pet cent rural, 65 per ceny urban, and 44 per cont national access (o sanitary
excretn disposal—ix wbove the lows-income Sub-Saharan African averaye. Bt
the position in low-mcome urban areas w detenorating rapadly, while the rural
situation i not improving quantitatively and is becoming ualitatively weaker
in regions of high population density. Refuse disposal i an alimost equally
serious problem in urban areas. Collection systems (like those of public sanitary
facility cleansing and empryimg) have virtually broken down because of inad-
equate supplies of operational vehicles. Rubbish taken 1o existing public col-
lection paints piles up into festering tips on which children play and in which
the very poor scavenjge.

I rural areas, an effective campaign approach could restore and extend
fucilities, with costs muostly borm by houscholds and communities, The
lies in convincing them sanitation is important enough 1o mobilize the time,
labour, and funds. In urban low-income areas, initial costs will have to full on
general budget resources. Until a poor urbian area has seen its public sanitation
facilities cleansed and brought up o adequate numbers, user chirges will
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generate more resentment than revenue, Once the programme is o e {mmmunily aciion

an annual howsehold wser charge might be feasible. b S tentitiion of commtity- wotion, tmend ww the vitlage, TRERE

| been a victim of the recession; lacking fimancial support, many communal
e have laded away, Revitalization of commumity acton, which s a
thrust of current government policy, » an esential mechamsm for
itating the social services and developing new mitiatives 1o protect
pnerable groups, Properly tapped, there i & huge reservoir of enthusiasm
il potential supplies of labour, materialy, even food, which villages themselves
sipply tomeet their own needs. Community action should form an essential
of the strategy to protect vulnerable groups, and may asast in identifying
, organizing a resporse, and part-hnancing prionty projects.
1t i proposed that & Fund be established, using external funds and Ghana
ment funds in equal proportion, for villages to finance community
wion (o promote health and nutrition. The scheme should be operated
pigh local institutions. In many villages the Commintees lor the Defence of
e Revolution and the asociuted National Mobilization Programme provide
structures approprinte lot organizing community action, elsewhere, active
pnen's groups, cooperatives, or other institutions may take the initiative
al institutions should determine priority projects in consultation with tra-
fitional and local authorities and with the technical support of relevan
pvernmental and non-governmental agencies, Any project which is likely 1o
mprove health and nutrtion would be acceptable. These could include, for
mple:

(d) Education sector In the area of promary education the major probile
not quantitative, except in parts of the Northern and Upper regions
extremely poor slums like Nima-Muamobi. The muin immediate challes
qualitative and organizational, as indicated by the flight or irregular atte
ance of qualified teachers because of very low saluries, degradation of
infrastructure, the decreasing availubility of hasic Hems such as desks. ¢l
hooks, papers, and pencils, and the large number of chilidren dropping
school, The fullowing actions should be soen as high priority (o reverse §
negutive trends:

I Support for local communities to restore and re-equip buildings. The cxe
tial inputs for this—labour and materials are generally available local
Incentives in the form of food-lor-work schemes could be provided.
2. Support for a project to increase Ghana's capacity to produce basic
materials, making ase of existing printing and publishing capacity. The capl
costs would be relatively modest. Supplies of paper might be secured
commodity aid, while some direct cash recovery would be possible the
hook sitles

3. Action is needed in the area of early child care and development.
would be of & more explocatory nature and would require lower levels
fimancial support. The increased necessity for most women o seek work o
their households has made the need 10 develop early child care and develog
ment even more urgent. The extended Gunily network b no longer able |
cape, and de faeto day care services are increasingly common. An entirely statt
supported child care centee oF nunery school programme for Ghana is ol
not a plausible propasition for the foreseeable future. Whiat can be done is §
seek ways of strengthening existing services,

Feeding programmes for children
Waomen's programmes.

Mounonng child health

Rehabilitaung or mroducing new lannes
Procesing weamng fonds

Rehabilitating borcholes and drainage,
Improving primary school facilines.

I Rapud expansion of sxttscal lue-cort sniereentions The Fund could be started on o limited basis—say for 3 years. 170t proved

cesful and continued 1o meet priority needs as recovery proceeded, it could
be continued.

The Community Fund could provide Hnancial support 1o each villuge of,
sy, up to 50000 cedis, ila local institution identilied o promising project, and
Ccommitted village resources — labour, local materialy, or lood — towards the
project. The fnance from the Fand would be used Tor materials from outside
the community (e.g. weighing scales and charts loe child monitoring, equip-
ment for community kitchens ), and for necessary expertise and training.

Successlul community action could initiate & new spiral ol selforeliant
development. with effects Tar beyond those of the imitsl projects: the avail-
ihiliey of some outside support for villuge mitiatives could have a multipher

A lews evident but equally severe comequence of the detenoration i
services has been the slowness with which the social sector bas introduced
number of recent rechmenl breakthroughs, particularly i the health sector
which hold grear potential for improving human welfiare, and child weltare ¥
particular. Rapid expanmon of crucal interventions w required, including
expanded immumzation, oral rebydranon therapy, child growth maonitoring
improved management of pregnancy, and malana control,




122 UNICEF, Acera

1 (ihdnn 125

effect, hurnessing the manifest enthusiasm thinl has been inspired by

Munitoring of the human recavery programme
developments in Ghana.

e alinence of dista Kas proved 1o be o serious olstacle w identifying problems
e vulnerabile groups early enough and to devising appropriate imter-
wtions. The importance of improving data collection, publication, and dis-
erinaton can hardly be exaggerated. Children are dying in part because of
of information kbout their situation. It w imposible (o devise effective
iterventions without o Tuller knowledge of their situution

Monitoring the implementation of human recovery will require improved
it collection, particulurly i the following areas:

5 Mucroseconomc developments and human recovery

Developments in the macro-cconomy have an important bearmg on the welfiy
of vulnerable groups by affecting mcomes, employment, and food prices, |
well as mfluencing the government’s budgemry potenual 1o meet needs in
social sectors. Indeed, as shown earlier, it was the prolonged erosion of th
Ghana economy at a macro level that led 10 the present ennical sitmanon,
Comequently, sustaimed economie growth, which » the objective of th
economic recovery programme, s esontial for long-run progres in raming
living levels of vulnerahle groups. ]
Iu the short term, the smmediate pronity i Ghana has boen 1o renew i
process of economic growth after the long period of stagnation, and for this
esential requirement was to revitalize the export crop sector. This pr
remaing, but it s also important to ensare that the loundations are Laid for
equitable pattern of growth involving the full participation of vulnersh
groups. In the agncultural sector, this will require that the programme
extended to include small-farmens and subsistence crops, Special antentiof
needs 1o be padd o the crncial role of women in fiood production. Researe ; ' =)
and dtwrlupn':'.m and extension services need 10 be designed specifically 1§ b Improved daw on food production (including sutwistence) in needed to
meet the needs of wormen and small-larmers. Renewed industrial expansio Mentify trends in real incomes among food producers, food availability, and
shoubd be bused on labour-intensive techinologies wherever possible, and shoul mgriculiural producavity. ) : _
produce products appropriate 1o meet the needs of low-dncome groups, w 5, Lewding indicatory of social stresy. The 1982-83 experience, with too long 8
provisian of improved technologies, credit, and training for small-scale pro period lglwrmn mounting sires and its identification, and further delay belore
ducers, Including those in the informal sector. Continued care will be needed mny actian was taken, underlined the need "'f an early warsing system The
to ensire that a large proportion of the extra expenditures, made posible Initial drought occwrred in the first hall of 1962. The international community
the cconomy expands, goes to mert the needs of the lower 40 per cent of the was alerted in February 1983, and emergrncy food aid sarted (o arvive in July
population in primary health care, primary schools, sanitation for low-incom 1983. There is need to develop a set of leading indicators of stres These should
arons. and econontic infreatructire. include major indicators of human deprivation which can be quickly and
These requirements for participatory growth are not, as experience elwewhere efficiently collected l'nuih!r cln‘nmu ol lhr.iml!rm?m wonhd be carly warnings
has amply shown, by any means an sutomatic comsequence of econor of food supply pmblnm l'l' M)'nnunm.ll) mslfmlmg such a system ) changes
growth. They will require appropriate macro policies towards prices, w in the proportion of babies with low birth weights recorded at major clinkes
and credit, '”ud“ towards the mm‘l balance ufdt\'chlpllwm. and re and 'mlplllls. nutrition dita, deaths from measles as pm.pumcm fl‘ meashes
policies within und between sectors. 1t is not the sk of this chapter 1 explon canes; and infant mortality rates. The most important requirement i that the
these policies further, but it is necessury to point out that economic recovery tlaulihm:ld e ufllﬂ'mi regularly and transmitted quickly o a central point,
will ouly remuove the need for special programmes o protect valnerubile groug Partial dita rapidly colleced is prefe "‘N_" 10 comprehensive data collocted
i policies ensuring an equitable pattern of growth in the medium term irregularly or available only afier substantial delay.
comsistently fullowed . Usnfavourable macrs deselopments can usdermine any \peci
programmes to protect pulnerable group)

1. Geographically comprehensve data on child anerition through the e
mimimum weight-for-age and wherever possible hewghifor-age indicators,
tgether with information about major diseases asoctated with malnurrinon,
2 Data on meomer: bettor data ure needed on the level, disimbunon and
mirce of real incames and on real expenditure by meome group, with special
wformation on expenditure on food, both i the urban and the rural arcas.
More regional duaggregation of data is required,

1. Dava on feod prices provide a rapid way of helpimg 1o wdenuly the emery-
ency of eritieal situanony. The daa should be disaggregated regionally as far
s possible.

IV Costs and funding

The years of stagnation and neglect in Ghana left their mark on sources of
funds, There was a collapse in each of the muin elements —in community
activity, i the domestic tax buse, and in foreign aid and capital flows. At this
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potut, the collupse in cach represents & potential opporiunity, sinoe rey
them and restoring normaley will generate the resources needed tor o
rehabilitation programe,

Since the economic recession and drought, rural commumities have beco
aware that the government alone cannot provide for all their needs.
success ol the variows "Save Our Hospital Committees” demonstrates the abilig
of many comemunities (o raise substantial sums of money 1 support communig
based  projects. Communition should make an important conteibution
linancing the programme, 1o be stimulated by the creation of o Pund 1o hel
hnance projects initiared and supported ar the village level, Further recoves
of the tax base would provide additional Hoance for human recovery, Som
extra government support e human programmes could mobilize greate
effort by lockl communities, an well ux by the foreign aid commuonity, whid
likes to place resources whete they see genuine government commitment,

Restructuring within the government budger, and in particular within ty
soctal secions, from low-priority to high priority tems would provide o lurthe
source of resources for priority programmes (as, e example, the ea
suggestion that all imvestment in new hospitils or hospital extensions she
be stopped far the time being).

Aid and capiral flows from abrosd alse el 0 very low levels during ty
years of stagnation. In 1983, the net inflow of public and publicly guaranieet
capital 10 Ghana was SZ.4 per capita compared with $4.2 in Kenva or $15,
m Fanzama. While some recovery lun already occurred much more can b
expecied, especially f Ghana provides comprehensive support for protectis
vulnerahle groups. Bur acnion will be essential 1o prevent the escalation in deb
servicing that i occurmng. Unless debn servicing abligations (or the 1980
reduced, the positive effecws of increasing aid and export carnings on impop
capaucity will be largely negaved,

There are mapor administratve constraings in Ghana which may prove
formudable as the fimancial constrmms. Adminisrative capacity has been
undermined by the prolonged recession: many people of high education
ability have left the country, while the resources needed by those who
are seriowsly inadegquate. Communwations are poor and transport links we
These factors will constrain the size and rare of expamion of any programme;
and abso influence s shape, smce adminmirative and insimtonal capacitie
will help determine which projects are most appropriare.

In many areas, it will be necessary 1o stary vather small and baild up, as
organizational constraints are lessened and the value of paricular approaches
becomes clearer through the experience of pilor projects. Some of the proposals
could be initiated immediately (eg food supplements) but would be phased
out s othen involving income creation and improved storage grew i magnis
tude. Moreover, & economic recovery proceeds, the need for special proe
grammes will diminish.

The imernational community has already given a positive response (0
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0y economic recovery programme. A sinnlar sirong cammitment 10
un recovery would elicit substantal support - indeed, there is already
mmitment from donors (o elements of such o programme.
Ghina now has the opportanity and challenge of iniianing a comprehensive
enmme o protect valnerable groups duning adjmiment, as the human
aplement 1o the proneenng Economic Recovery Programme.

w50 1S Agreuliaral Policses and the protecnion of valnerable groups in

Chana' Mimeo, UNICEY, New York.
UNICEF-Ghana 1984, Stwiion Analsses of Wamen and Chaldrew i Ghame. Avocrae

UNICEF
I Bank (1905, Ghena Tewunds Steuctural Adjmstment 2 vole. Washington, DO

Workd Bank.

1581, Bniweing Fand Secwraty w the Develnpong World- Fowes amd Optwme. W ashing-
fom, DC: Workd Bank
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The Impact of Adjustment Policies on Vulnerable
Groups:
The Case of Jamaica, 19731985

Derick Boyd

I The macro-economic policies and performance of the Jam
economy

Jumaica is & small, lowersmiddlesincome Caribbean wland econommy with
population of approximarely 2.3 million people.

11x economic experience over the yeans 197385 has been marked by
nificant overall decline (Boyd 19864, Sharpley 1984, Girvan of al. 1980] Ove
the 12.vear period 197384, real GDP declined in every year except th :
(198183, when small increases were recorded (Table 5.1 This bs in marke
contrast 10 the preceding 1 2-year period 1961-72), which saw an a
rate of growth of 4.4 per cent per year

Tasee 5.1 Rate of groioth of the economy. 95 19N (pers

cemfdges )

Yeal Growth Year Grawth Year Girowth
(%) ) i

| 5 1975 -26 1ol 2.5

170 .G 1976 -6l 1902 10

1971 7 1977 -3 1oy 20

o 15 1970 ~(.1 1 ~ 4.0

1973 ~26 1979 “1.5

194 -0.7 1980 -74

Sowrer Plasmmgg Lovwrrinee of Jamca, Ecmms: and Socval Swrecy of Jamous
VAT yran

It shonld be poted, however, that although the economy experienced
boom period in the post-war years up (o the early 1970, for the vast majorit
this was & period of significant hardship, and indeed poverty. This was lurgely
responsible for the high level of migration 1o the United Kingdom in the 19505
and 19605 by people who were on the whole poordy educated and poorly
skilled. Considerable migration als ook place to the United States and
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da, expecally after 1962 when Caribbean migration o Britaiin win
dy curtailed by the 1962 British Immigration Act. Substantial evidence
» 10 support the view that the main reasons for the migration were push
than pull factors
Thus, whilst the 1952-72 period of export-led expansion based on foreign
tment in the bauxite/aluming industry and in warism led w0 growth
the national economy, many Jamaicans continued to he vulnerable w
msiderable social and economic  hardships. Morcover, these hardships
with economic decline from the Latter part of the 1960s into the

5 Jamaca
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E

19700
The unemployment rate, estimated for 1943 a1 25 per cent, declined in the
post-war years 1o reach 13,5 per cent of the Libour force in 1960 (Table 5.2).
During the 19605, however, the rate began o increase and by the early 1970k

It hadd climbed back 1o the high levels recorded in the 1940 and eardy 1950

Tantn 5.2 Selected unentplayment and migration stadistics

Linemnployment Migration  Employed

Rate Nomibers (M€t 00

. 1000
15 25.1 135 na LI
1953 17.5 e 4300 5240
1957 171 1120 15,000 SRR
1960 155 4.5 30,000 i
(R 170 137 i n7.2
1972 2.0 1829 " ol
1980 nn 08 2,77 204
1984 AR 7 2050 ™3

Sorce Jelenss (1072, 20 20, Dnstiure of Scatbstiion, Sutisbal Yowr
Mook wf Jumusn 1982, wil The Labonr Foroe 1975, il 1862 Panmng
Disettante of Jarmaben, Koo and Socsed Surves of Jamsin, 1984

Whilst the overall decline in the unemplovment vate coincided with rapud
export-led expamsion of the economy, it would be incorrect 10 merthe the
former prinuarily 1o the Tatter. Migration had a nujor role in reducing the rae
of unemployment, especially during the 1900s. Although the economy grew
rapidly it did not absarl a significant number of the unemployed o formal
employment.

Another salient leature of economic development over this period, and one
which was 10 play an important role i the determmanion of the disequilibrinm
of the 19708, was its unbalunced trade steucture. The export sector, establphed
over the 1950s and 1960, was highly concentrated. From i imnial investmenis
in 1952, the bauxite wluming industry accounted for 49 percent ol merchandne
exports by 1968, and this proportion increased m liver years. There wis,
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moreover, widespread demand for imports which deepened import o
dency in many areas of society

1 The 1970s; & peesod of decline

The 19705 was a period of economic decline unprecedented in llhr prost-wik
iod. Analyses of the decline over what are sometimes called ‘the h“lll
vean ll‘)?:&iﬂ)). are 1o be readily found (Sharpley 19684, Brown 1981, Girvas
ot al. 1980) . The differences which emerge from these analyses do not quﬂl' v
the existence or indeed the provounced severity of the (“ﬂ.‘"nf. bt nn“ ,
whether or not external frces were more of Jess respansible for the dec
"“"l"'l):‘:icr:;i::::;'::: reanamy oceurred both on the d'umnu'u' and the balance
of payments front, GDP showed cousiderable dct{lim n rru'l erms: ;; cm\'s -' !
prices, GDF in 1980 was 77.5 per cent of that in 1972, hum' 197 m‘ .“
vight succemive years of negative reul growth were recorded, The per .:" :
impact was compounded by 4 positive population growth, llcal' pr'v‘ capita
income reversed iis upward trend from 1972, fulling from a peak in that year
of 151,221 10 |S842 by 1980 (Table 5.3).

Tante 5.3 Selected macrv-ecunomic indcators, 19701980

ane Per capitn Bauxite/ abimina Terms of
COMIANT PRces  INEGTTe export ratio lndf -
iy Js per cent 172=100)

17 2,150 1,155 0!“.8 I.I';

1071 2,195 1,155 651 h -

1972 L350 1,221 t!.! a2

1973 2,299 IR 672 2

1 .50 1121 62.4 A

1975 2212 1074 (AR 1ot

197n 2,006 L] [}

1977 | Sus a5l m:» us

1978 ) 035 716 e

1979 1.1 L1 4 L]

1680 1,829 e 8.1 a0

) AT #sl ma

12 1 BoY HiA o m

183 1,03 L (N

144 1,924 IR 2.2 i

Sowrrr Phasiing Dthiaie il Jamuicn. Framemic and Soosal Nuviey of Ja-ul‘_u. varwnn
lmu:m' -c;""l.muhA. Ststistitd Toavhand, varwwn years: Wikt Baok, 1 ol Dovalopumont Repovt 1996,
197 ponn

3 ' Michael
The election victory of the People’s National Party (PNP) led by
Mmk; in 1972 gave rise 10 the implementation of government programmes
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wed on increasing emplovment, mamuning veal wiges, and reducing
v. and economic mnd soctal mequalives. The evidence suggess, however,
t due regard win not tken of the mrernal and external consirainm within
which the economy had 10 perform, and this m large measure led 10 the
dithculues later expenenced. As o result of these difficulies, in many respecis

war 0 wonsenimg of soctal and economie condinons vather than the
mevemne,

2 Woarsemng internal amd external duequilibng

The government's fiscal policy on hoth the expenditure and the revenue side
had far-renching implications for the performance of the domestic economy as
well as the balance of payments, Growth of government nominal expenditures
averaged 32 per cemt per yoar from 197273 10 1976/77 Expendinue grew
from 25 per cema of GDF in 1972 10 46 per cent m 1976, and the overall hudget
dehart increased from 5 per cent ol GDP w 24 per cem

Both the rare of expansion and the structure of the expenditure had advene
implications for the economy. As Brown (1981, g 199) writes: “There i little
doubit that the government wan, itsell, & contributor o the orisis of the 19708

government expenditure reflected  conmmption rather than mvestment
ws ransfers though the government budget rased conmption levels and
contributed 0 price iereases bt did oot imduce private mvestment L @
wibwtantial proportion of government’s expenditure on capital scoount reps
resented wwet trmsfer.” Indeed, the government aver the 19705 took an increias
mgly ant-capitalint stance.

Rapid fiscal expansion together with government policy to increase real
wages led 1o wage mflation, Over 1974 and 1975, wage increases averaged S0
10 60 per cent and substantially exceeded the cost of Tnving increaes. This not
only fuelled inflation but also led 10 a significant worsening of the balance of
payments, This fiscal expanvion hnanced by external borrowing sl aggra-
vated the current account imbalance as foreign debit payments ineressed.

Increasing concentration in the Jamalcan export sector was established,
with the bauxite/aliuming industry accounting for more than 50 per cem ol
merchandise export earnings before the end of the 1960 in spite of the
industry’s vecent beginning. By 1980 the bavsite/aluminag industey accounted
for 78 per cent of the total value of goods exported CTable 5.3

In May 1974, the government imposed o prodosction levy on the bausie
industry which incressed the tax revene from bausite from J$25 million

15200 million in one year The response of the bausite companies was o ot

back production and curtail investment in Jamabes even at the time when
bauxite investment was expanding worldewide. The solume indes of bausie
production fell from a high of 111 in 1974 1w a dow of 77 in 1975, while
the alumina volume indes Gell from o high of 126 in 1974 10 & low of 74 I
1976,
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Given the export concentration, the cut-backs in bauxite and alumi
producton significantly affes ted exports. Export earmings rose by 6.5 per
over 1975 but fell by 14.6 per cent over 1976, precipitating the crisis w
ted 10 the exhaustion of international reserves in 1976, The balance on curren
account recorded & peak deficit for the decade in 1976 of USS 303 million,
cquivalent ta 10 per cent ol GDP.

The massive increase in oil and other import prices are olten rogarded ax,
themelves, having a debilitating impact on the economics of nonsail importing
countries. In the case of Jamaica, however, the evidence sugiests that over the
1970x these price increases were in the minin offset by increases in the price
Jamaican exports. Whilst the terms of trade index declined over the two yrears
1973 and 1974, it recovered 1o reach 109 in 1975 (1972= 100, Although it
declined again between 1976 and 1980, the dechine, ws Table 5.8 shows, wis
sight over these years. Over the years 197580, for instance, it averaged 91!:5.
the really bad period for the term of trade were mainly 1973 and 1974, with
the years following showing a significant recovery,

On the whole, the evidence suggests thit struotural features of the cconomy
and the policies followed by the Manley government were the main facton in

the decline of the economy, The governmeni punued 1t objectives without

recognizing the importance ol the constraints imposed by decliming investment
and output and persistent balance of payments disequilibria on this small,
apen economy. The result of this and other exogenou factors was rapid social
andd evonomic deeline which attracted the anention of the world, especially as
the government ascribed & significant part of the blame for the deepening

Jlens 16 the aature of the relationship it wis mereasinggly foreed into with
the IMF

I the latter part of the 19705, the governmemt wis for the muost part
unwilling 1o enter into agreements for upper-tranche progranmmes with the
IMF siner this would entail stff condinonality. Conseqquently, although net
foreign reserves lell below zero in March 1976, it was not until 14 months
later, i May 1977, that negotutions with the IMF resulted in the abortive
August 1977 programme.

Ihe main landinarks in terms of the agreements cone Iuded with the TMF
over 1976-40 were the following:

I August 1977, A two yoar Stand-By Arrangement which was suspended
won alierwards on fuiling the it quarterly 1ot

2. May 1978, A threesyear Extended Programme was pursued for one year,
and then resnegotiated

N, June 1979. The 1978 Extended Fund Facility was renegotisted 10
(ke advantage of additional drawings under the Supplementary Finance
Fucility, bur this collapsed in December 1070 when the perfirmuance (ests
were failed. There was no further agreement until after the violent 1980
elections,

3 Jamaen R}
¥ Stuagfiation mn the T30

I the October 1980 general election, the Jammea Labour Party (JLP, leel
by Edward Seaga, won an overwhelming victory, This election wis dubibed
the "IMF election’ since the central point of dispute hetween the apposing
parties was whether Jamaica should continue to serk I MF assistance or whether
ant alternative path shoold be pursned. In the event, the strongly pro-IMF
purty won 53 af the 60 sears 1o the cleeted House of Representatives. Conses
quently, there was considerable polinical pressure on both the government and
e Fund w come 10 some early agreement o ameliorate the severe foreign
exchiange and social and economic erises for which Jamaica had antriacted
world attention:

Immediately after the election, i wave of relief and optimism among busines
wind muny sections of labour replaced the crisis level of pessimism which hiad
caused net migranion of capial and highly skilled Libour during the late 1970
This immediately resuled in foreign capital inflows, and the supply of food
and other items improved conmderably as empty shop shelves were refilled,

L Aprl 1981, an agreement wan concluded with the Fund for an amount
of SDR 537 million 10 cover the three fiscal years 1981/82 1o 1983/84 The
IMF agreement was an esential part of the noed 10 expand oatpul amd
investment through relaxing the production constraints imposed by foreign
exchange shoriages, opening up the economy to imports, freeing prices, and
mstituting a programme of divestment of certain public enterprises

§  Fovergn vector pegformance

In this immediate posteelection period, the easing of the toreign exclunge
commraint through renewed official and private (nflows and the partial relase
ation of quantitative restrictions brought about & deterioration the mer-
chandise and current accounts. In 1980 the former stood ar USS60 million
and the latter ar USS204 million, and in 1981 these deficits inereased o
11538323 million and USS337 million respectively. The magnitude of the trade
and current account imbalance under the Seagg regime hias been considerably
greater than duning the 1970 under the Manley government

These massive current account deficits have been financed by equally
massive inflows on the capital account. However, it is important o note that
et inflows of capital have been dominated by ner official movements. The
magnitude of net official inflows aver the 19005 weee considerably greates than
anything experienced during the 1970,

Muoreover, there has not beens an increase in net private inflows in the 1960
In facy, levels of net private capital inflows during the 1970y were greater i
wn the 1980w, Indeed, the afficial statistics show an all-time record net private
capital owte of US$312 million during 1983 1t should be noted thust fullowing
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this the official statisties began the curious policy of including the net fuce the relative size of the public sector and produce o fiscal surplus off |
and omisshans item with that of net privite capltal Hows et cent of GDP by the end of the three-year IMF programme.
A disturhing featuee of the trading balance in the 1980 was the . The budger deficit showed  significant worening over the latier vears of
performance of Jamaica's miin export of hausite/aluming, under presure 19705 Total expenditure in the election year of 198081 incremsed by 40
declining international demand. Even though the bausite/alumina com cent, and this high level of expenditure was further increased in nominal
abwiously prefer the JLE administration 1o that of the PNEF which hud inte permns in the following sears, in spite of some degree of suceess in holding down
duced the bauxite levy, and by spite of the renegotiation of the structure the rate of inflation in the early yeamn of the Seaga regime.
level of the levy, bausite production fell w s lowest level in 20 years The vatio of total expenditure 1o GDP, estimated ax 40 per cent in 1980781,
1983, Ancreased i successive years, and the defici/GDP rutio only showed o sig-
Bauxite aluming exsport value has Ballen considerably, as Table 5.4 sl sificant Gall during 1980485 (Table 5.5). The decreased deficit of 1984/85 was
achieved by o remarkable 58 per cent increase in total revenue in that vear,
with most of this increase from collection of taxes.

TasLe 54 Hasxste)aluming exporin, 1978 198

L"’"" value '\qrr"l‘g‘ 1.6 HLE hA Sf‘d‘dﬁ“’! Mlml, ’971’7‘ 1984185 -'.’, million)
o) W e Revenur Exports Gros deficn

1074 430.0 .6 Vonal L GDP ol LGDE Total wLGoP

LALRAL Mo AR} —_— - —e —

1 7565 W 197374 52 W2 i L L)

1l 00,1 mu 197475 451 By -~ 270

192 s it 1935770 (A1) M7 —m7

158 (URN Hia 1976/77 756 1,290 — 55

| ind Wi 0 197371 70 12 ~ 478
1978779 1,118 1,656 -~ 538

Sowiir PLonsiabing Dustbonne o Jumnalin b vrnermic amd Sairad Satinn lnﬂ'm 1,19 ',7" L

of Jamaun, vuiwmis yran 14n0m 1,375 "o b L o - |01l 17.0
1081 /N2 1,555 ma 2471 a0 a7 167
1W2ms 1,7%) "5 2,707 i ~ 457 Ing
1SS 0 1,718 M2 1,900 LRl - | 678 n
1004 85 2718 m.0 5005 W2 = |, 186 12.5

The dullir export vidue of bauxite/aluming in 1964 was only 66 per cem of
thiat ol 1980, This reduction in output has been accompanied by reduction i
capacity utilieation and closures, resulting i inceeasing unemployment and |
economic hardship expecially in the areas in which the indusiry w locared,

The structural concentration of Jamaican exports w demonsirated by the
fuct thiat in apite of the deteriorating performance of the bawxite secior, it sl
uccounted Tor a major proportion of ot Jamaican exports. An important
implication of this is that the structural mbalance of expors makes i difficult
tor successtul external adjustoient 1o ke place i the short ran i the abwence
ol recovery in the bauxite/alutming sector

Sewver. Natona) Manibig Agency, Foonmmic and Secsal Survey of Tosvsion. 1950, 1901, 19052, anl
1OWS; Mank of Jamawn, Stambal g, July 1900, Ot 1084

Largely ws a result of the devaluation of the Jamaican dollar sinee 1983, the
budget targets became mereasingly difficult to achieve since foreign debt
service inereased by the vate of the devaluation in domestic curreney tenms,
Owver 1983 the rate of devaluation was 84 per cent, and between January 1984
and February 1986 the Jamaican dollar declined by a further 67 per cens,
bringing the rate of devaluation between January 1963 and Febroary 1986 o
207 per cent. The rewlt of these adjustments was that in 1983, for example,
the external debt service imereased by 110 per cent in Jamaican dollar terms,
and the government hadd 10 horrow the equivalent of 25 per cent of GDP in
order 1o finance the budger deficit.

5 Fiseal pesformance

e rapid growth in public expenditure and the budget deficit over the 1970
has been recogrized us o factor contributing to the overinflation of agyregate
demand, exacerbating the balunce of payments disequilibicia of the 1970s An

Important objective of the 1981 government programme, therefwe, wis 1o
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6 Vigurows stabilization pelicies from 199 JOME- 72 period. The proportion of aggregate income going 1o the lowest
I proj

The - . , : . 4 cent fell from 8.2 per cent in 1958 10 7.0 in 1971772, and there are

e poot performance of the economy in 1983 and the failure of two | B reasons 10 think that this proportion has declined further over the

tewts led to the introduction of a strong IMF monetarist package n Jan
1984, This policy package provided the basis for the highly deflatic
appronch followed over 1985 and 19606,

The measures aunounced on 24 January 1994 included the follow iy BASLE DG Derile distribution of income, 1938, 157172

I Aceiling of 12 per cont was imposed on the increase in commercial ban) Paclle By decile Cumulative
lending o the privite sector for |94 195 197172 1950 1971172
2. The liquid et ritio of commercial banks wis increased by 4 peroentay | and 2 2 20 42 20
poinis to 40 per cent, ) 29 20 7 W
5. The cash veserve ratio of the commercial banks wis increased in st ‘ 3-2 30 8.2 70
from 5 per cont 1o 10 per cent, effective |1 April 1984, 2 :; :2 :.)':; :;(ll
1 The liguid asets ratho of nonshank Anancial intermediaries was incre. ? 1; 3 9;0 273 26.3
from 10 per cent o 15 per cont in order 1o keep their eredit expansion low, h 12 95 343 3.0
5. Bank rate was increased from 11 per cent to 13 per cent 9 i o 564 o
B The minimun interest rate on savings depasits wis tnereased from 9 per 10 (1at 3%,) 133 150 i i
| 10 (2o 5%, M2 S0 100 100 14

cenl to 11 per cent

7. The maximum lending vate of hullding societies was increased from l'
per cent 1o 16 per cont,

Sowrres” Absramn | 1964, Mabee (1977

Other measures included the freeing of all prices from direct control and th
removal of subsidies. A restructuring of custom duthes and tariffy Accomp
the opening up of the economy, and the import licensing system was dismantlod
w0 that goods might e freely imported subject o the tariffs levied on entry.
During 1905 and 1986, these measures were augmented by turther increases
I the minimum nterest e on savings accounts 1o 20 per cent per year, and
the bunk rute was increased 10 21 per cont, These increases were accompanied
by several restrictive credit policies which had a severely contractionary impact
on industry. The mussive devaluations which accompanied these policies have.
had sgnificant stagtlationary effects on the economy. There are signs that the.
government his lost confidence in the approach. For example the Prime
Minister has requested i team from the Waorld Bank, the IMF, and the USAID
1o have a new look in arder 10 develop a new approsch

The level of income goimng 10 the vist majority of households w very low in
Mute terms. In 1971/72, the bottom 58 per cent of households carned less
i 16 per cent of aggregate income, while the op 10 per cent carned 50 per

sent of uggregate wweome. 11 the relative dimobuation in Jamamea wm 1971772

d been the same as that in the USA, the per capita mcome of the poorest

M per cent of Jamaicans would have been 99,4 per cent higher. 11 the bonom

i per cent of households had managed 1o mamam thewr 1971772 proporion
aggregate income, 19 therr aggregate income would siill have declined

Ay more than 14 per cent i real 1ermy

~ The impacy of the increasing inequality i the dwiribunon of the gros
pomes of households over 1495872 could have been mingated through diree
and indirect mxation pohows. The medence of mxanon i Jamaca was
pstimared for 1958 and 1971772 by McbLure (1977) MeLure (p. 74 found thai
the wax system was moderately progressive, due primanily 1o the individual

e wx and the wx on local companies, The indirect taxes he found w

e proporional. n all, the dissnbution of income was not sgnificantly alfect-

o by taxanon. It should be noted, howeyer, that the imcome tax reform of

A6 remiroduced an icome allowance sysiem with a sngle vate of tax on

The adverse poverty effects ol economic decline are made worse by the I meomes. This will have the effect of eradicating lhrv mvny

extremely unequal disttibution of income in Jamaica. Income distribution ol the taxes on perseonal incomes amd, iven the lagh rates of indirect taxe

daw for 1958, 1963, and 1971/72 show Jumaics to be among the countries on cagareties and wleohol, i likely w0 make the overall impact of the system

with the most unequil distribution of incomes [Boyd 19864),

Moreaver, as Table 5.6 shows, the degree of the Inequality increased over

i

11 Impact on households

I Income distnibunion and rural inequality in Jamaicn

Data from the 1958, 1963, and 197172 surveys show rural inequality o be
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conuderably greater than arban iwequality (Ahiram 1974, pp. 347 -9; My
1977, pp. 2541 Ineguabity m both the urban and the rural sectonm mes
over the 1958-72 penod,

The basis of rural inequalivy resides primanly in the siructure of agricy
producnon and s factor income distribunion. Bawxdive aluming produe
which 1akes place i the rural arcas, employs such a small proportion of
labour force thar, although contribunng w0 rorml inequality th

¥ wid basic comiumiplion tequiremants

i the 19705 the income of labour declined significantly. The index of
1 mcome declined from T0.0 in 1974 (o 750 in 1980 (Bovd 19868,
31 This decline in the income of lubour, which was most pronounced in
tter hall of the 1970, continued in the 1980s with the implementation
fationary adjustment policies in which holding down labour costs was o
dualivm it introduces i rural producton, its unlikely w play & very signi objective. The extent of the decline in income cannot be caloulisted
rale wage indicators available for the 19705 have not been published for the
The ieguality in the distrsbution of rural incomes 10 a considerable d s, but the mioimum wage deflinted by i least-cont basket of food [see Table
reflects the very unequal distribution of agicultural land. Table 5.7 / declined by 118 per cent from September 1985 10 July 1985
that farms of less than five acres account tor an mercasing proportaon of fan bour force suatisties also indicate a clear informalization of the abouy
rsing from roughly 70 per cent i 1994 (0 82 per cont o 1978/79 w e vestment and output declined and people entered the informal sector
accounting for only 16 per cemt of the wal agriculiural land. Farmm o der 1o earn i living, Over 197280 the labour force grew by 24.7 per cent,
acres and above were les than 2 per cent of the ol sumber of farms § le the selfcemployed category. which consists mainly of informal sector
avcounted for roughly 65 per cent of agncultural land e 197879, and § e, grew by 37.7 per cent In all, these indicatons suggest o detetioration
figures show this to be increasing on trend. the economic posttion of labour, which was made worse by the stagflationary
1 of government pobicies of the 1980y,
A least-cont banker of goods covering food items Tor & household of five [two
fulis and three children), developed by the Canbbenn Food and Nutrition
ritoe (CFENT, s reproduced in Table 5.8 The cost of this baxic basket
cods the income of many houwsehalds in_famaica. The total cost of the basket
i October 1984 was estimaned ar J$120.68 per week. The minimum wage at

TAanee 5.7 ° Distnbution of agreeudtural land

Siee Farm Acteage Farmn Acteage
e

[acres) - ) » %

o ’9‘“‘ , : 195 ' thar tme was [$40.00 per week, which meant that a houseliold of five with
‘: ';T“ (mers ":'::‘:’ "?;:‘.‘:h ";::‘:r" "??&;"" » members earning the mintmum wage would be able 10 buy only 50 per
523 .66 26,27 % 72 2007 orm of the ol basker if they spent 75 per cent of their income oo food. Tlis
Over 25 N oh.72 249 A ) e ludes conmderanon of other basie necessities such ax howsing, fuel. clothing,
T 1879 water, transportanon, and so on, some of which increased m price by over 1060
loTAL 1953 11,409,188 [188.908 C1L027.045) per cent i a single year as the massive devaluntions caused prives (o soar,
- 44 by s o The price of the averall basker of goods is estimuted 1o have increased by
524 19.93 2213 16.22 19,28 Py iy A B g e s -
Over 25 2.10 U512 1.5 6470 HA per cont from October 1984 10 March 1986, The price mncreases are not

voncentrated i any single wem or group of items, but are spread across all
sterns. This means that there i no room for substmtion within the baskes even
i this were nutrinonally posible. Further, there is no room for submtiiution
vutside the basket since prces of all goods have mereased considerably.

The prices of the lngh-calone imports which provide the lowest-cost access
0 putntioncormmeal, Hour, nee have mereased by an average of 52 per
vent, which w greater than the rare of merease for the emire basker, so thas
access (o low=cont nutrition was eroded faster than the general rare.

A 2 loat of bread which sells for J83.85 is ouide the reach of the majorny
of Jamaivams. Moreover, for the poorer Jamacans who are unable 1o afford »
whole loal but who seek 1 purchase some bread, the price is greater since the
small retailens who sell part of @ load add & markup. This is wue for many
growery dems an well as for fuel. The prices of certam wemw are higher in

Sowrve. Deprarvment of Statiotbon, Conins of Agrivaitore 1978 29 (preliminary repont

Agricultural inequality is further inereased by the fact that the Lager Gy
concentrated on the generally more Tucrative areas of export crops, Hvest
and poultry rather than on the poorer, domestic crop production on whick
the small farms concentrated. Figures for 197879 show, for example, that fof
frms of 100 acres and over, B0 per cent of their acreage went into expe
crops, livestock, and poultey, wod less than 7 per cent went into domestic ¢
production. Small furms (up o five scres |, on the other hand, had anly 38 4
cent of their acreage in export crops, livestock, and poulery, and 48 per cent
i domestit: crop production.
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Tanve 58  Baket of grocerves for fioespervom hawsehold for one
wek: extomated cont, 1999 and 1986 | Famascan dollary)

il Green banans

11b Swoet potato

2 Driedd peas () quart)
21b Pusnpkin/carrot
21 Callaloo (spinach)
21 Cabliuge

doe (31 Oranges
Fdox  Limes (6 ox, juice)
Ldoe  Ripe bunanas

Sabisotal

6 1b Rice

Hib Carnmenl
i Flout

N Bread
I Cracken
Stubiotul

11b Skimmed milk powder
20 Sweetened condensed milk

Subtotal

Sy Chicken necks and backs
I 1b Salt lish

21b Pork (medium fan)

21h, (4 tins) Canned mackerel
11b Thpe

(R0 Minced boe!

Subwoal

| it Cooking oil
2 m‘. Murgarnne

Subiotal
b Drark Brown sugar

Ot '™

3.00
100
Hoo
200
1.6
J.o00
2.50
.40
1.50

26,00

7.0
2,70
150
5.2
207
2.

500

Miscellaneous: spices, beverages, condiments  6.00

Subitotul

Foral

10

8 Ll

Mar. W

3.40
540
12.00
.60
200
So00
370
070
200

.80

1092
L9
646
170
130

BRRIL
306

d00
10,06

1630

17403

Sowsr Charibbean Food and Nuiton', Buckgroand paper for Workshop
on Hossehold Voot Avalabsbing sod Nusoinomal Suane The Challenge fr

the Vutuee, Oce 1984, University of the West Tndies, Muta, Jumuicn

Note Moamehold composivon: femabe, 35 yenrs; male, 40 years; girl, 15 yeary;

Doy, 10 ansd 6 yemen

5 Jamuica 139

rurnl wreas, increasing with the remoteness of the area. This is partly
pensated in some cases by lower prices fior domestically produced agri-
al items. Consequently, there is little scope for any significant cushioning
the price increases on grocery items. The poor are generally diseriminated
Lin the pricing system.
The Nutrition and Dietetics Division of the Ministry of Health (MOM)
tructed & least-cost minimum basket of goods for the same five-person
hold as that of the CENT, which b slightly cheaper than the CENT busket
able 5.9 Between December 1983 and August 1984 the price of their least-
Baaket increased by 32 per cent, and over the following year by a further
pet cent, o all, over the 18-month period between December 1983 and
iy 1985, the price of the MOH least-cont basket increased by 67 per cent.
et the six-vear period June 1979 o July 1985, the MOH leastocost basket
creased in price by 429 per cent.

ANLESS Mty of Health lemst-sost basket of gonds (tive-person household)

Comt Change Minimum Mimmum wagn
s %) wagr ol com)
s of hanket

June 1570 24.97

Sept 1983 65,51 9.1 000 FoN

Der, 1903 77.00 179 30.00 3.0

Aug. 1984 101,60 1o 40,00 39.4

July 1985 128,40 21 52.00 A

Sowrse Mimiory of Health, Noteition snd Dictetios Divisbon

On the whole over these years the minimum wage covered less than #0 per
cent of the value of the basker,. Moreover, this percentage undemtaies the
eromon of purchasing power of the mimmum wage, since the minimum wage
maoves i an ad hor manner in jumps while food prices move continuously.

Table 5,10 compares the nutrient purchase value of the Jumaican dollar for
selected iems over 1984 and 1985, 1t shows that the nutrient purchasing value
with respect 10 cornmeal, nice, and condensed milk fell by more than 40 per
cent over the 10-month period August 1984-May 1985 Nutrient cost tables
prepared by the Nurminon and Dieteties Division of the MOH for August 1964
gave the cheapest sources of calories as cornmeal, flour, brown sugar, and rice.
CFNI estimates show thar cormmeal provides |1 tmes more calories

dollar than yams at October 1984 prices. This margin i very unlikely to be
eroded by incremses in the relative price of commeal 10 yam. In fiuct, the
available evidence suggests that the numient cost of locally produced food hus
increased relative w imported foods. In terms of nutnens per dollar and uho
convenience and vase of preparation, imported foods are more attractive w
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TARLe 510 Changes in cost/natvient value of velected fowd items, Augurt FAP s administered by 1he Ministry of Social Security and in targeted
Nowember 15 [ kilocalories) feach one million persans. The magnitude of the poverty problem is indi-
! 1 by the fac i

= — = —— 7Y the fact that this target populistion is half of the wotal population of

wa
! 985 1905 , WY
1184 148 ::.., ::: :l:y l:; stated amm of the programme b 10 madntain exming nuiriton levels ol
My W YoV

s who are at risk of Galling inte the vategory of being mulnourished

T 2232 | 522 | 443 41 H o Rease of changes in their purchasing power,

Carnmeal 5,660 2018 2010 45 00 The benefits involved in the programme are not sufhicient 1o achieve this,
Rice 1,640 Ml !0(7!.'- : :-:": . }”: cover, so far there have been administrative problems preventing people
Chicken “‘-ﬁ‘_‘ [m’“: L "“ 479 -10 receiving their full entitlements. The FAP was mitially financed by o
: ;Julrmrﬂ milk e B2s wy ~179 0o B4 milhon foreign loun and questions must be raised as 1o the sustatnability
Marguarmne ns nad nid -0 ) 'c_m this source of finance. Prices are rising too mapidly for the |$2.00 per
Dkl obie |.727 1.9 1,253 on -274 'k recoived by mothers with infans, for example, (0 go anywhere near

mrainmg the nutritional levels of the previovs year. In real terms, the value
M thix sum fell by more thay 17 per cent between the mroduction of the
gramme in July 1984 and June the following year, and the rate of increase
the prices of basic items wis eves greater than the 17 per cent increase in
e consumer price index, used here 1o caleulate its real value.
Implementation of the programme has not been smooth, It was suspended
m around the end of 1904 and restarted late in 1985 for what were appars
ently organzationdl reasons, and there are still reports of difficulties in
implementation in some areas. i particular, the feeding of school children
wn ndant to secondinry school levels has beers reported as falling consderably
behind the target set. Under this programme the lunches of some school
whildren are subwidized, but the supplies of these lunches have not always
tertabized, and during the fiest six months of the programme only 15 per
ent of this target group wis reached.
Overall, during the first six months of the FAP, of the one million 1argered
Apients less than 20 per cent received benefits, and even these nor consin-
ently, Less than |82 million was paried out in total
Recipienis of the FAP will be Better off fin receiving payments, bur the
piyments received cannot balance the deteriortion in the standard of living
hrowughy abour by the government’s economic policies. The removal of subsidies
and price controly, along with other measures such as large devaluation of the
Jumaican dollar, have resulted in considerible increases in the price of basie
food items. Moreover, as prices increase, the Quality of the basic itemy seems
v worsen, and there are no measures implemented to keep this in checks
Cammeal and condensed milk, for example, which are staples of the poor,

have markedly deteriorated. and provide neither the uantity nor quality of
foad they previously did.

Sowror Mimbstry of Hebth, Noutestiom aml Elheteins Division

the comsumer. since cereils —cornmeal, Hour, nee whch feature as the )
al these goods are almost entirely imported,

3 Food intervention &y gocernmnt

Between 1972 and 1975 the share of natonal disposable income gomg
subsichies was constant a1 | per cent. In the early part of the 1970s, the econ
welfare of howeholds was protected through increases i money and
wages, with a shaft i the relative share of labour. Submidies were 1he
neither an undue burden 1o the government during thw penod nor a priman
matrument for improving housebold wellare, Duning the later half of uhcj 1970
submidios were used 10 cushion the poverty impact of the reducnon in
wages which resulied from the IMF and other adjustment programmes
implemented. As the government reversed it wages policy lmu} 1977 amd
permitied real wages 1 fall, the role of submidies increased c‘ruma'nmlly.‘!
share of nanonal duposable income icrvasing from 2 per cent in 1976 to 6
per cent in 1977, Due w the pressure on the government’s budget the real
level of submidies was not maintained ar the high level of 1977 and 1978, bug
even o the real level of subsidies in 1980 (Gn constant 197172 prices) was 4.8
umes thatof 1971772 (Boayd 19865, p. 277 Subsidies and price contrals on
iwemy have been removed in the penod since 1980,

() The Food Aid Programme 1he Food Al Programme (FAF o
mitauve and by far the most importam component of the government”
wellare schemes. Tt was introduced in July 1984 10 cashion the most valoerable
and poorest group—school chilldeen, pregnant and nuring women and infants,
the elderly, and very poor people - from some of the elfects of the government’s
ceonomie palicies.

b) The vulnerable groups While by no means the only ones vulnerable
o the poverty effects of short-run cconomic policies, three main groups may
w identified: childeen in low-income households, the aged, and the young
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members of the labour force. Together these theee groups account
thian hall of the population

Children in low-income households are especially valnerable. Thes
holds include the unemployed, underemployed, many of those in the
sector, and those dependont on the minimum wage. In 1982 the
comprised 122 per cent ol the population, and the 59 age-group a
26.1 per cent. Thus in all, the 014 age-group covers 3.3 per cent &
population. Given the very high levels of unemployment, underemploys
andd income and wealth isequalities which exist, at least half of these ch
are among those acutely affected by the economic decline. Suffering s
siderable, as will be indicated when we examine the nutritional
children in a Later section,

I 1OB2, the over-65 comprised nearly 7.0 per cent ol the population
group is highly vulnerable o poverty, The income going to this group i
low, consisting mainly of pensions and non-labour incomes. Many of thed
have 10 exist on what they can serape together, on gilts and as dopens
others. A small number receive pensdons from privide pension sch
pensions are typically very small in real terms. Public provision for the
by way of such facilities as reticement homes or pensions is limited. The g
old age homes which exist are very few and all wo often of deplorable condig
catering (or the destitute. Private churdity initiatives offer betrer leilitie
the few lucky enough to get in— and provision is increasing becaine of)
Inadeguacy of public Tacilities.

The national surance scheme (NIS) covers the entire labour force, buf
Impact is extremely Bmited. The level of bath contributions and bhenefits
gromly inadequate, and it covers only o amall proportion ol the target pog
Lation. For instance, in 1984 the NIS paid out 29,149 old-age pensions 1§
in 1982 the over-65s numbered 151,427, This means the NIS pension
reached only about 19 per cent of the eligibile population. Moreover, the |
Hut-rate pension is only J§15.00 per week, which is less than the cost of Tanuw 5101 Natinal nutrition statss of
average chicken in o Jamaican supermarket. Other benefits are lower— i children O yeary, 1978 and 1985
witlows /widowers' pensions s anly J§12.50 a4 week. Pensioners may reced Gomer grasde 1978 1905
more than the full Batrate il they have made income-supplement cont

poted that the Food Aid Progrumme is aimed at 4 target group ol one
people, approximately hall the population, and although these overlap
he grovps noted above they are not identical.

f wn Lthe nutritional watus of children

1o other countries, the level of malnuteition in Jumaica is not bad.
Bugh it does not belong 1o the group of countries which made headline
f hroughout the world because of muss sturvation, there are nevertheless
e bu Jamaica who suffer from starvation and malnutrition  Notable
the victims are children, the aged, invalids, and the sick. The presence
watablished churity orgunizations with a long history of activity in
u help o reduce the incidence of malnutrition, but nonetheles evidence
ol high levels of malnutrition.

Data on food and nutrition |'he muun data sources in this aren are the
won and Dieretics Division of the Minpiry of Health  MOH | and the
bean Food and Notmon Tnstinure (CFNT

uble 5 11 shows the resulis of two oavional nurninon surveys, 1978 and
5 The 1978 sample of children (-4 showed 30,4 per cemt of children 10 be
ldly malnourished (Gomez 1) 6.8 per cent o be moderniely malnournhed
Bomez 2) and abont | per cent 10 be severely malnourshed (Gomez 31 Thus
perall, approximately 38 per cem showed signa of undernumuvon. By 1985,
data show a decline in the numtonal staus of children compared with
. The overall percentage of children aged 04 showing signs of under-
trinion increased from 38 per cent 1w 41 per cont, with inereases in each of
categonies on the seale

butions, but even these are unable o rdse pensions 10 an adequate i ‘ " 9.2
because of the stattory cut-off point for these contributions, Malnourished
- Degree | .5 an
The 14-24 age group, Le. the young members of the lubour force, are Degrre 2 6l 69
considlered & vulnerable group. The Litest availabile figures show that in 10 Degree 4 X0 | '|

this age-group comprised 221 per cent of the population (495.600) and 31 7
per cent of the labour force (332.300). High uoderemployment, unemploys
ment, and low income are the charcternue features of this age group.
overall unemployment rate for the group was 505 per cont. Females
particularly dsadvantaged with an unemployment rato of 686 per cent, wh
the male unemployment rite wan 34.5 per cent.

The widespread valnerability to economic hardship i indicated by the facr

Sowrer Mististry of Healih, Nutritieon and  Diwthos
Dhvision

I'he decline in nutrition levels characterized both urban and rural areas
The prevalence of undernutrition in urban areas increased from 35 per cent
1y 1978 10 36,9 per cent in 1985, and in rural areas from 39.8 per cent 1o 40.3
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ANLE 013 Real ol gooernment expenditure, 1975/76-1995(86 (maliyon
scan dollars, 197980 prices)

per cent. These mereases are shght but nonetheless represent a2 ug
number of children, given the sze of the -4 populatnon
This undesirable trend » confirmed by admission statstios of the

major children hospital, Table 512 shows that the percentages of ol Ko :::.r:mm' mu.n :v‘n::‘mr
suffering from malnutntion and malnutritongastroentents grow signif . ;( ’ — _l _'O_I-'i — 0 ‘1-2"*” ——
L LD AU ) <
between 1978 and 1985, 77 2666 ) 3n 592
_ , 7118 | 56 610 391 )
Tanere 512 Admssiom of chilidrm 0-39 months with malautrition o 379 2,185 4 076 80
malnutrition|gastroenteritic at the Bustamente Childeen's Haspital, 1978 0 | 20 683 a1 1
1985 LT 207 149 UL 577
— 1961 /02 2156 HA w2 M5
Mokt rithon Maliutrition gastrocnteritis 19028 2120 #30 (P} M2
No. No “ 198184 2044 "2 G 183
B - - 1984 /85 1,680 ) (2l ol
1978 (X0} |0 5 16 14985 156 (2 () 172 182
1979 91 22 (B 1.7
(R o 1.7 5 (] Sowrcr: Manming bmticase of Jommicn, Eowens md Sociel Servey of Jommen Minsiry of
1941 o i ) 23 Flianer annd Manning. Financial Statrments and Kevonne Estimates fo 1905 -85
1902 Be 22 7 (R
15453 i 21 L) 20
1 1o 24 122 27
1685 124 1.3 164} W7

o which the main categories are education, health, and social securnity, have
llen from a real expenditure in 1951/82 of J$662 million 1o J$372 million in
S 06, & veduction of H per cent over the st five yeurs. The real level of
divare in 1985/86 was less than 60 per cent of that 1] years before.
Economic servioes, which include expenditure reliting 1o the economie
nutrithon [gastroenteritis have increased comsiderably sdnce the applicat frastructure, such as transport and commnications, roads, agricaliral and
the severe stabilization programme. In 1984 nearly 4 per cent of the childs mdustrial services, have also experienced & sharp Gll Tn 198586 budgered
admitted 10 the Bustamente Children's Hospital were diagnosed as sfferd expenditure for this category was 57 per cent lower than in 198182 in real
from malnutrition compared with uearly 2 per cont in 1978, and nearly 5 @ s The 1985/6 level was 48 per cent of the 1975786 level
cent as suffering from muloutrition-related gaatroentesitls compared with The decline in these two categories of expenditure has ocourred largely over
per cent in 1978, the Last twe years, 198485 and 198586, as adverse movements in both internal
and external macro-economic indicators have elicited greater deflationary
posponves on the fiscal, monetary, and exchange rate fronts. Tn 1984785 alone,
expenditure on soctal and economic services el by approsimately 30 per cent
moreal termn over the previows year. This was followed in the next year
LIOB5/86) by w 16 per cent il i social services expenditure. These Lage
decreaves in socknl and economie services have significantly and directly
alfected social wellire us well us general economic performance, as agricultnral
extenion und ather cconomie services lave been drastically reduced.
As expenditure on soclal and economic services has lallen, the expenditure
on the public debt and fiscal services has risen. With no capital repayment
bodgeted for public debu for T9R5/86, all budgeted expenditures go towards
interest aned service payments. This lem accounts for the greater parn of
government expenditure. Recurrent expenditure on this ivem ook up 41 per
cent of ol budgeted recurrent expenditure o the Last budger, 190586,

Sower My of Healil, Nurrmnon and Dhovenes Divson

Both the number and relative frequency of cases of malnuteition and m

I Impact on social programmes and service delivery

I Decline in contral government expemditure

The fivesyeur pertod 198182 TDR5HG saw total expenditure of central govers
ment reduced in el terms as increasingly vigoroos deflationary policies w
npphed. Budgeted gross expenditure in 198586 was 71 per cont of the 1981 1)
level CTable 5.03), and further reductions are expected. Whilst nominal ex
diture b rapidly increased, real expenditure b declined due (0 secelerati
mflation, In 198580, real expenditure was at s lowest for 11 years | Tat
513)

The dechine in aggregate central government expenditure has beon
expense of social services and economic services. Soctil services expenditure,
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Furthermore, the proportion of recurrent expenditure going to debit s
mereased comsecutively in each year from 197980 (see Table 5.14), 1
increases have larreaching adverse implications not only for social ser
but for general economic performance as well, which feeds back adverse ¢
on social welfare

TAsLe 514 Propurtion of vecurrent expenditure for debt and fiscal services, 1979
LS|80 ( percentages)
7000 "oyl Hl/82 nam RN ‘U s ‘Hh/86
26 25 269 4 33.2 19.7 o

Sewrcee: Planmng Enstitute of Jummcn, Econsm and Socnd Survey of Jamasct: Ministry of Fras
and Munming, Feencal Statrments and Reownse Kitimater Jor JOR5M

(a) Capital expenditures The decline in aggregate expenditure s sece
tuated when capital expenditures are examined. Total gros capital exp
diture declined from JSTHO million in 198102 to JSAGT million in 98586,
decline of 40 per cent in real termy (Table 5.15). Over the last two yess
TOB4/BS and 1985/86, social services capital expenditure hus declined by
per cent and 25 per cent, respectively. These levels of real expenditure are
below those of the later 19706

Tanve 515 Conteal governmeni capibal expenditure, 1975]76- 199586
( J8m, 1979180 prices)

Tonal Government  Socinl Ecouomie
wrvion wrvices TVices
1975)76 M5 204 177 4
197677 a0 N 159 0
197778 I 170 136 21
1978)79 T84 28 150 0
1079/80 i 159 136 $00
198081 710 18 e 451
1081 82 780 178 145 156
1982/8% 754 I8 158 1
1985 /84 LS 28 “ b |
1984 /85 il I'N 07 187
1985 86 Wi 295 S 1842

Sewrve: Panmmng Tosonue of Jamumca, Eomames and Soval Suroer of Jomasn; Miniry of
Fitance and Manning, Frsssval Soboments and Novomse Fitimates for 10580

In wder w0 eflect those reductions the government has had 10 close down
certain schools and downgrade the services offered by some hospitals and
health centres, notably those in the rural areas. Capital expendinire on main-
tenance for equipment and banldings, as well as expenditure on replacemen
or new machinery and oquipment, has had 10 be soverely eurtailed,

5 Jaemaica

| Recurrent expenditure Recurrent expenditure has alwo declined
flble 5.16), wndd expenditure on social services and economic services has
ined more than proportionately. Recurrent expenditure on social services
I lallen consecutively in 1984/85 and 198586, by 27 per cent and 16 per
B respectively in real terms. Sociil services recurrent expenditure in 198586
s the bowest it has been inseven years, with the proportion of total recurrent

penditure going (o social services falling from 37 per cent in 1981782 0 30
per cent in 198506

This rapid rate of decline bas generated significant dislocations for both
e suppliers of social services (those employed in education and health, for
ample), and the users of the services. In 1986 many schoals throughout the
mintry were closed by both teachers and parents in o prolonged dispute in
port of teachens' pay demands

¢) Expenditure on social services Government expenditure on social
iees can be disaggregated into its main components of education, health,
| social security. Table 517 shows a rapid decline in all areas of social
services expenditure since the start of vigorous adjustment policies in 1944 /85,

The tmpact wn education

I constant per capita teems for the 0-14 age group, wial expenditure on
educational services by the government has fallen by 40 per cent from 19401 /82
1o 198586, Most of that Gl has occurred since 1983/84. Recurrent educational
expenditure declined by an average of 21 per cent in real terms in each of the
years sinee [1983/84. Recurrent educational expenditure has declined sig-
nificantly as a proportion of wtal recurrent expenditure—from 20.2 per cent
in 1980/81 10 15,8 per cent in 1985/86,

Reductions of this magnitude effected over 4 short period of time when the
014 age group is expanding absolutely and as a proportion of the populstion
cannot but adversely affect the educational opportunities of those unable
alford private education, and this represents the vist majority of the Jamaican
population. Between 1970 and 1982 the proportion of the population aged 0-
It increased from 358 per cent 1o 38,3 per cent, and this expansion is likely
o continue.

The impact of the cuts in the educational budget s exacerbated by the
characteristios of the Jamaican educational establishment. From the 1960 the
general quality of education has declined.

There his been comsiderable competition for places in primary schools, and
even mare so secondiry schoals, which were always in short supply. In 1973,
the government took over the financing of secondary schools, providing free
secondary education. This move coincided with the lurge exogenous shocks (o
the economy initiated by the oil price incremes. The rapid deterioration of
the economy which followed placed constraints on the government's budget
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pecently published study of @ high school in the metropalitan ares
that the proportion of teachers rosigning in any year during the 1980
in excess of 30 per cent, with approximately 45 per cent resigning
1984

Tasvue 516  Central puvesnment vecurvent expeniditure, 1975761 5
|]‘I| 197980 prices)

Tonal Government Socil Feonomw

AL IV WV ' . o
1978776 1150 %04 e = e ol GOE ‘O level/CNC (Caribbean Examination Council) fell from
ﬁ_,;,-,;;; 1:2“) 140 "7,, l‘i?: went i 1980 1o 34 per cent in 1985 CTahle 5..I8. The mlr'ul'pmu! in
1977778 1.21% e 155 171 s 1 both absolute and relative terms s stgnificantly lower in the 1980
1978/79 (Y 537 525 171 i the late 19705,
197980 1,204 e M5 1
S0 1 357 W ul 125
L) " 1 '
:.::i:; :;17;: ::::: ::.l: :i’, Tanve 508 Number and rnde of exam
1S e 1A% ™ WY 1o prasses, 19761985
1004 05 1,218 07 Jul n y P
1S, ) 1,072 5% 322 0 No s rate
priasses {7
Sowrier Panmng Tnstinme of Jamascn, Eomemi and Socsal Swrvey of Jomuwn, Mounwiry 5
W Finance sl Manniong, Finencial Shaiements und Novomse B itomabes fon 10810 1976 nl7 W
1957 59) 5T
1978 708 (%
1970 755 (14
TAantk 5.17  Total socenl serviees expendeiure breakdown, 1975)70- 105186 | 1080 748 B
1979100 praces | 1981 43 4%
Towl Educanon Health Soxial wentity 1982 W b
197877 0 - — 143 v 19849 nis 1
97576 (X 190 . 2 p . 9
193637 638 355 1w 21 I.'ﬁ: :”“1 ‘:‘
197778 1 293 139 14 194 J
197879 6% 204 1 n
1979 /80 641 276 145 > soweer - Torry (190
150 81 54 285 159 1t
1961 42 [ A 15 2
:g.::} r":' 1.(':, :(3 ':f pth poor and middle<class children are alfected by the educiational
1084 1Y 4 }m 114 iq bucks. The already poor educational opportunities provided by government
1005 /86 Y 199 106 27 sols have been reduced. At the start of each academic year, lamilies findd it

, tiely difficuls 1o find places for children, irrespective of whether seeking
rer or @ fee-paying place. Government primary shools generally operate
priderably above capacity, with 50-70 children in a cluss not unknown In
e of this, there is still o chronic shortage of places
The sharp reductions in recurrent expenditure have resulted in delays
rsements 10 schools, and this in sume cases has led to temporary closures
s well ws delayed openings.
* Children's homes (orphanages) and approved schools faced with budges
ais and deliys in receiving finance are often acutely affected as their already
Jow standurds are further reduced. These schools are generally unable w0
yalee funds by charity drives and concerts us i increasingly done by moss

Nowrve Manning Tostituie of Jamnica, Eosese ond Noossl Surocy of Jomsion, Minmiry of inane
and Planmnmng, Fimencinl Statement: sod Nevewse P ibrmuter for 1018

expammion. In 1975, due 10 a chromic shortage of secondary school places,
twoeshift school systern was introduced . This virtual doubling of the seconda
schoal capacity, however, was immediately entirely absorbed. In 1985, 46,8487
children sat the common entrance examination for o total of 10,066 places. In
spite of the competition for secondary places, the standard of secondary edue
cation has fallen considerably over the Lot decades, due in greal part o
comstantly falling real incomes of teachers, and poor equipment and capital
stk

A
y
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) slies become increasingly unreliable and poor, This is quite apart from the
3 SRR " g difficulty of obiaining treatment,

In constant terms, total expenditure on health services by the government I ‘ ixchange rate devaluations, the removal of subsidies, wnd indirect tation
Eallen from JS70 per person in 1981 1o J$47 per person in 1985, a fall of 33 pe ave served 10 increase the cost of drugs considerably. .

cent. Recurrent and capital expenditures have fallen significantly (Table 5,19 ! standird of the Jamaica public health service has been considerably
The levels of real expenditures in recent years are significantly helow those | ws budgets cuthacks are implemented and more relance has w be
the latr 1970s ed on either private resources or charity. The poor have very limited acces
b these and are thus forced o bear a considerabile part of the adjustment
Mirden in respect of health services.

Taser 519 Government expemditure wn health serowes,
1975(76- 1985186 | 7Sm, 1979)80 prices)

Espenditure on amter and housing

Fouul Recurrent  Cupital

1975170 H'i ) l‘ﬁ,n' 04 f penditure on housing andd water hiave all Gullen deastically in roal terms as
1970/77 (EUR 1525 74 inistries are foreed 1o effect budget cuts.

1977/710 1369 190.7 n2 C Official statisties show that while 70 per cont ol the population receive
1978779 2 0.8 i Meated water, about 20 per cent receive untreated water, and 10 per cent
1999 H:'?’ :'157 ;;: pe 0ol served with water, including a good number of households in the
::‘l':':)‘!::‘ :z“‘: |?;:; 195 ‘ m'mlilan aren. A comsideralile number of those setved obitamn ther water
1402/03 s 1440 170 lrough standpipes, and this also includes o significant number of people in
|::‘513: |:5:5 :z; : 2:‘ Kingston metropolitan area who have 1o letch their witer

:w:mfh :usj; " | 0w Accompanying the deastic reduction in expenditure on water, the govern

§ inereased water rates by 55 per cent at the time of the January 1984
thomary policy package.

Capital expenditure an housing in the 1985/86 budger was only |1 per cemt
of the 1982/83 real level. The economic impact of the decline i housing
peflected in the overall decline of the construction industey and the lay-off of
ek ofits large Labour force, amd the reduction in production of i marersal
lnputs.

The virtual collapse of the supply of new low-meome houses, for which there
s o comsiderabile need. if not demand, i o partcalarly hard blow (o many
Jowsincome households Tuced with hiving in ghettoes, shamy wwns, and over-

erowded comditions,

Sowrvr Planning Tnsthtine of Jamaiea, Eonamic and Sl Auveey of
Jomasn. Mivistey of Finanee and Planmiong, Fisnosl Niaimonts snd
Rovenne Ditimatss for 1905 05

Over the yoar 198385, capitul expenditure el by 47 per cent, % per cen
and 23 per cent, respectively. This has led to observalile deterioration in th
health capital stock and equipment. For example, in 1985 the governmen
asumed fnancial responsibility Tor the main tesching hospital in the Eng
speaking Canbbean, at the Univensity of the West Tndies Hospital on
campus in_Jamaca, as o part of & restructuring of the University of the West
Fodies, This was immediately followed by closures of certuin of its departments
ax the Munstry of Health was forced 1o effect budget cuthacks.

Reductions m the recurrent budget have involved tilling real incomes i
doctors, numes, and other hospital stadl. Despite protests, a4 programme ¢
ranonalizing the health services has not only reduced services in some aren
but b mroduced o wide-bused system of chiarges for health services offered

Tante 520 Peocetage change w Aousing price index, arous pears
(1975 = 1K)

Jan, 1977 Jau, 1951 Jan, 1983
Dec 1900 Juoe 1085 June 1945

Ay “.syf\v 25y
in public hospitaly and health centres which were previously free. Although - * w7
those recetving certamn forms of public asistance are exempted, the charges ALL JaMatea w '
are nevertheless upplied 1o the low paid and the unemployed. and contribute Kingswon Met. area 3 - o
w0 the cconomic pressure of the disadvantaged in the society. The increased m::: 51 15 n

costs have comaded with significantly poorer pemonal service s patients

frequently have 1o take their own linen and in some cases fod, ux hospital Sewrve: Wbtk o Jurmascn, Statuinwsd Dogesr, A 185, Norv, 1900}
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The pressure in the housing market has resulted in large increases in thi
price of housing, in both the wrban and rural areas. The price of housing i
the rural areas over the four-and-a-hall-year period January 1981 (o Jun
1985 increased by |15 per cent. This bs significantly higher than the rate of
increase over the four-year period January 1977 w December 1980 which saw
an increase of 31 per cent (Fable 5200, For the Kingson metropolitan aresy
the increases aver the respective periods were 95 per cent andd G0 per cent,

“The rate of incresse of the price of housing Has been more rapid in the 1980
than in the late 19705, The two-and-a-hall-year period January 1983 )

1985 has seen the rural housing price jump by 71 per cent, und the weighies |

All Jamaica housing index increase by 67 per cent. Over the 1901 -85 period,
the rural index increased by 115 per cent and the All Jamaica index virtually
doubled.

5 Seaal vecurcty

Legislation introducing 4 socidl security scheme was passed in 1965,
Jamaican social security is mude up of two schemes. The major component ¥
a contributory National lsurance Scheme NIS, and the other is the Pab
Assistance Seheme

The NIS is obligatory tu the labour force as a whole, bt is generally
avoided by informal sector workers and the self-employed, The primary bened
entitlements under the NIS relate o old age and invalidity pensions.

henefickaties under the NIS have to be contributon. There s v unemployment

ar sickness component.
Both the payments and the contribution 10 the XIS pension scheme are 1o

as neither is inflation indexed, und so huve fallen drastically in real terms. I8

arder 1o provect against financial lirdship in ol age, prople are thus veq
to make Private pension arrangements,
Whess the NIS was introduced the conwributions fram employees

employers linanced the henefit payments, and the central guvernment cots

iribsuted o the system by finuncing the admimistration of the scheme, Be

of budget cuthacks the government sopped ity contribution (o the whems
from 1983, and now all NIS operations are fusanced throtgh the contributions

made by employess and emplovers., Nevertheless, the government borrows
the funds of the NIS, using it as a cheap sourve of crodit

On the whole the NIS can be sen i dong somethingt’ for those fort
enough 1o qualify for a pension, but the vast majority of the very poor do e
qualify. Also, not ull of those who qualify receive a peision, for une reason
another, and the takeup rite of allowances is @ cate for coneern. As notes
carlier, in 1982 only about 19 pex cent of the over-63s were reeriving o peale
under this scheme.

The Public Assistance Scheme (PAS| w a nonscontribuiory scheme

mthmeWcmm.mgmud i

5 Jemuica 15%
Wante 521 Public asasance! wcial and ecomomic allowance, 193 1988
Jun. Dec. 1963 Jun Dec. 1954
No Amot No Aot
—— - - LIS000) LS00
abilitation, compasaonate and LA A 'ml : A
’ family n!loynmm " i
;\' d uge and incapacity allowances 35,784 8,432 33990 K110
Turat 40200 Lo AL B2

Planming Tnstitinee of Janunica, Ecms snd Sacol Sarory of Jomasa, 1984

socinl and economic disability allowances; u food anl programme, and
w reliel services.

There were 13 per cent less beneficinries during 15984 than in the previows

wear (Table 5.21) under the PAS as o whole, and ol paymenis were sig
il antly reduced. In nominal terms, the ol amouny fell from 18490 malhon
40 J58.2 million. This represents a full of 53 per cent in real 1erms,

The Emergency Reliel Services admimntens aid in cases of disastors such as
floods, and the effects of civil disturbances. T operations were curtailed
ng 1984 owing to budgetary cuts. The ol amount fell in nominal erms
JS247,616 in 1983 10 JSI48862, which represents les than half of the
expenditure m 1983,

Conclusions

is vonsiderable evidence thint economie policies in the 1970 and 1980
: served to wonsent the condition of the poor in Jamaica, Indeed, the
‘ dm\ appeary to be one of continual decline from 1972, hut especially from
75,
y eeonomic decline of the 1970s cannot be regarded as the macro-
o Ceont 1o be borne foe household gain, as s olten argued by those
ppansible for the policies. There ks no evidence (0 support that view. The
‘ instend indicates that the macro-economic decline was accompanied
Tie st the level of the household and the individual This led in structural
in the labour foree as people increasingly entered the informal sector,
ering’ and "hustling' in order (o make a living
Phere s ample evidence that real incomes decreased significandy over the
N Real wages at the end of the decade were significantly below those at
eginning ol the decade,

n ecanomic adjustment policies of the 1980s, based on deflating the
iy, massive devaluations, tax increases, and government expenditure
y have b considerable stagflationary effects The impact an the poor has
been comsiderable, with decline in quantity und quality of public services
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an every fromt— health, education, housityg, and water —and Increasing o
for whay exists

The government has sought 10 mitigate these effects by i wel "
programme, primarily it Food Ald Programme. This food intervention g
gramme has been weak and fraught with administrative and o
problems. It has not been sufficient 10 offset the advense develop
an nutrition arising from falling real incomes and rising relative food p
There has been a marked inorease i malnutrition among children in 8
1980

Prime Minister Edward Seaga acknowledges that under his goverumn
the Jamaican economy his been subjected 1o extrome shocks. designed
conjunction with the IMF, primarily aimed al correcting the bulance
payments disequilibrium. He acknowledies that these shocks huve resuited
severe pressure on all classes, but especially on the poor who comprise i
majority of the population. The removal of subsidies, increasing redundane
and unemployment, and the reduction in social and economic services,
alia, have all had direct adverse effects of significant magnitude.

Despite the shocks which have been administered over the fast three-ang
a-hall years, the economy does not show significant signs ol recovery: it
aned external imbalances and declining per capita incomes persist. Meanw l
the welfare of households continues 1o decline.

I al), the situation of the vulnerable groups in Jumaica bas andergone lo
ruts detertoration, and the deterioration continues. Changes in the shor-rul
ecanomic policy of the government and an improvement in the adminisranol
of social security and other welfire schemes are urgently required,

5 Jamaica 159
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FO05, s well s the major steps taken in the soctal and economic sphere. These
policies represent 4 great departure from the tradivional adjusiment approach,
mpecially considering (heir expansionary nuture and the protection of less-
favoured social groups. The initial resulis of the new eeonomic policy are
examined, together with the probilems that the policy w now facing.

6

in Perut
+ onomic Adjustment and Dc\.rc\opm‘cm in
Fcont Towards an Alternauve Policy " B . 13

1 Peruzian undesdecelopment

This study does not aim a1 an exhaustive explananon of the historie proces
ihat has led the country (o iis present state of development, although relerence
s made 10 some of the main causes and the srructural problems which have
emerged during this proces.

A crucial element is the means by which Pern entered into the world
& duminant role in resonm OOy fmu? cdunhl'::lmn. There :fm A pattern ul— dwdwu bised on
e economy ‘ e exports of primary goods, and ther ore dr-pl.'ml‘c.'mr on the eyclical per-
A thei effects on the formance of the intermational economy Within this pattern, phases of export

eonel f"igll"”“.

1 Introduction

During the past ?nu;:.m
[ wied 0 >
:’.1;'“‘:;:::(‘»‘!“& o the m.nrtr.!

- anuted o greates opening ol

A orthodox polio .
X ‘:-' :: :br majority of the countres in

alarly n terms € o wi ed rds the forel g Wl s

hese poliches, particy e populanion &¢ Cexpansion attracted resources goared 1owards the gn secion al

mc::i:i::uluf women, children. and othet vuhwm“m“: in July 1985, are & coursged the development of production onented 1o the domestic market,
adjustment ol : rowth and Particulatly since exportorelated agriculiure generated considerabile surplus,

ch his assigned prioaty wa

ithin @ development model that exphiotly favours t agricultural production for domestic consmption was badly neglocied and
th

nhution of income W pesulting food searcities were compensared for through imports. Al the sune

peetion of the Mo volier 25 '"'"51. #5, During this wme the Peruvi tme. the fureign currency derived from profitable exports led 1o capital flight
The period under examinanion i | |bll'. slstantial modification it SSYSEnd 1o the consumption of Tuxury goods which absarbed # large share of the
c(nmm:V and society UBCE q:f,;“t:ﬁ“b':'ﬁu basetd on import substitution 2 peonomic surplus thit was generated, thus limiting the expansion of domestic
of development, which . o adlains. industry,

for the sate 0 eront

alted in high social costh, including Ins this context, the influx of foreign capital into commercial and financial
worss ey :

activities as well ax into prmary exports formed & favourable setting for

Inplementing a profit-based cconomic sIrategy rather than one that would
in # . L o dithons Nave met the needs of more halanced national development. This process wis

,m“:::.;,m, .mcthwnm.*" the _“m'-' o Dacilitated by continuing political alliances between tathonal groups in power

g sulation, and wreasing social mmu:;: ¢ nature anid coune ol the econd wnd foreign capital. No social group emerged to lead 4 strategy of

p“'l’un 11 of this study briefly "”“md 1985, linking it © the charactent e yuomamy that would have provided a common national identity uniting the

yented between 1977 8¢ n;r n;m.mo-. Part 111 w'\“"":“ wpirations of different segments of society.

of Peruvian underdevelopment duriog nerable secton ¢ The country’s induxtrialization proces was initially a result of the growth

¢ most V\ll 1
poticies o0 ‘::,'.,vwm of Jund divessification of global demand. Along with growth in primary exparts,

yninent
m’l"h‘:‘lﬂﬂ-&': adjustment pre

- apia G
ubstantial decline mP'"“"""f;‘ and unemployment.

i adjustment e socioecond

effects of eeonoin ent ot the o nd g ' ;

pulation, including an ok oAt .-;pc.mlml“"" ;.‘ h It was on progresive substitution n( dnmr'mr production of final con-
Lariables such #s income, emp “-'i S orivile rategics adopted by : '; L sumption goods. During i ?ccuu‘ stage, industrialization expanded through
cation. 11 also describes the Pmﬁu‘m“m[y sheiv basic needs. Part 1 ‘: # deepening of the subsitunion process adopted eardier. However, local pro-
ncome growps in order 10 auemp o by the APRA government since AU of intermediate, capital, and more elaborate consumption goods was
t\ww«mmkpdicy!mv‘“‘“"" not uchiieved due o the small size of the market, and this intensified the

mmimmmmw.Amdmmm
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appeared and spread across the Peruvian ecanomy. The following have
the most significant

| : A lowe bevel of por capita inoame and an unequal distribution of imcome in per
Functional, and regional termy, In 1985, veal GDP per capita (in 1985 ¢
prices) was equivalent 1o $855, one of the lowest levels in Latin America
Asymmetry M.thr persanal distnbution of income revealed the gmn.
Aqmra'li.ug soctal groups in the country. Estimates from the World Bank fi
1983 (Table 6.1) shows that 10 por cent of the population, composed chiefl
of groups representing transnational corporations, financial seetors and 1
upper middle classes, eamed 62 per cent of the national income. Luwc't-i o
Rroups, mahing_ up 5 per cent of the 1tal population and including Indiag
peasants, marginal urban groups, and workers earning minimum wisge
received only 7 per cent of the national income During the 12 vears bet
1971 andd 1983, & regressive distributional process increased the aceumulatio
of the 10 per cent of the population with higher incomes.

Tantw 6.1 Eitimates #f tmcome

duitrabution, 1971 and 1983
S oof families % o national o
1971 1983

Bottom 2% |4 l:h
» 04 57
2% 153 15.7
13 182 o9

Lap n 8.9 621

Sowrnr: Waorld Bank (1905

2. !mﬂnal Jood wpply, due 1o low agneultural productivity und weak
Fccllllncd'tlputily in the majority of food crops that led o continuous foodd
imports. This in thrn was a result of an uneven relative price structure.

3. A low level of indusirialization, with a productive structure that has weak
linkiges among and within sectors and does not correspond 1o the basic needs
of the population. This is closely related to the lack of » domestic market
capable of sustaining major growth in the industrial sector and to dependence
on imported technology, inputs, and e himery,

V. Specsalization in the production of primary goods. 75 per cent of the countey’s
exports are minerals, and the remaining 25 per cent, vonsidered non-triditional
exports, contain very litle value added

5. A comcentrated production wructure, Geographically, production is focused in
l.:umn and 10 a lessor extent the coastal areas. Ownenship w also concentrated,
given the significance of oligopolistic firms in modern economic activities. In
the industrial sector 200 firms account for 60 per cent of production, of which
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10 largest represent 20 per cent of the income and 21 per cent of total
pets. 65 per cent of the volume of physical production b located in Lima
o Central de Reserva de Peru 19866,

. HMigh lesels of underemployment und unemployment. According to recent official
' only 35 per cent of the economically active population, which il
million people, are adequately emploved. Employment s one of the most
economic problems in the country and 4 source ol permanent social

.
V. Deficient social and economic infrastructure:

le) A housing deficit estimated to be ane million units at the natonal level,
with approximately 70 per cent of the population inhubiting dwellings
lacking basic services

(8 Health services incomplete in coverage and inadequately staffed and
equipped

[¢) Energy supply which covers ouly part of the country and is unable 1o

satisfy the demands of many economic activities, especially in the most

depressed regions.

Inaifficient air and land transportation, increasing the difhiculnes of

providing adequate public services and of integrating the differem

regions of the country.

[¢) Educational inequalines nationwide, with higher rates of illneracy n
the more depressed areas of the country

B. A chromic deficat 1 the balunce of payments, which shows the vulnerability of
the cconomy 1o fluctustions in the foreigo sector. Phe deficir has been accons
(aated in recent years by deteaaranon in the internanonal terms of irade ad
by the heavy burden represented by foretgn debn service

0. Insugfcrent levels of domesnie savings, which have constanily required the we
of foreign credit 1o cover the gaps between savings and mvesiment

[

2 Economic decelopment during the pervod 19771985

Bewween 1977 and 1985 the Peruvian cconomy wis charactenzed by a come-
hination of recession and inflaton which by the end of the peniod had reduced
per capita income 10 & similar Jevel o that weached 20 years earlier. The
explanation of this performance lies primarily in the implemetation, with
varying nuances and intensities, of an orthodox economic palicy that emph-
sized the market ws the main allocator of resources, allowed for only Tmited
state participation in economic activity, and encouraged the opening and
liberalization of trade and the economy. The measures adopted (6 cantrol
wllanion derived from the view that inflation is principally & result of exces
aggregate demand. Through a variety of actions domestic demand was
abruptly conteacted, and with it the purchasing power of the majority of the
population. A related objestive in this regard wan 1o free hard comrency 10
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service the foeeign debt Tn summary, this set of policies accelerated @
inflationary process and introduced o downward trend in economic activk
which not anly weakened the already precarious productive structuree but i

BCRP (19868), foreign currency represented 60 per cont of total bank
Heponits ).
1 Unpaid long-term public debt service reached $1,95%0 million. Totl debt

worsenied the problems of employment, income distribution, and the payment requirements (including private and short-term unpaid debt) were

conditions of the poor, so contributing to an increase in sociul tensions pproximitely $4.750 million, or about |4 times the probabile level of exports
This orthodox adjustment model was implemented following o long serd; ol goods and services for one year.

of reformy implemented between 1969 and 1975, During that period, the st 4. A decrease in per capita product w levels of 20 years earlier.

hae played o velutively active role in production. Important projects 5. Signiticant reduction in consumption by the lowersincome populition.

undertuken, und a policy of import sulstitution was implemented with a I i Inerease in open unemplisment and anderemplovment, extending o

degree of protection. Sustained economic growth, averaging 5.4 per cent pe approximately 65 per cont of the economicully active population

yeur, wias achieved. Another important activity during the early 1970 7. An appreciable inorease in idle installed capacity

the vedistribution of property, particulady in the agriculiural sector, and # Deterioration in indicatons of the quality o ife of the population,

redisteibution of income within the wcton that were incorporated in Fihle 6.2 presents the evolution of the main indicators of the Peruvian

market economy Yet in attempting simultaneously w satisfy the demuands ¢ ocomomy, showing the elfecn of the palicies that were implemented during the

many sociil groups, the polickes of that period imposed i substantial cost of period.
the state This lwolved high levels of submidy and greatly increased foreigs
debit, which was made larger by an ambitious programme ol milit 1
purchases. The liest signs of an economic crisis appeared in 1974, condinion
worsened in 19795, and the crisis extended into 1976 and 1977

The introduction of 4 set of recessioniary measures in 975 resulted oo 4
pet cent decrease in per capita product over the previous year sceompanied |
an increase in inflation and u devaluation (73.7 and 100 per cent, respectively)
Fortunately, due o a sudden increase in export prces and 1o several large
projects becoming operational at that tme, the government was able

Il Adjustment policies, 1977-July 1985

I The adpstment policees

Orthodox adjustment programmes comsbt of 4 set of economic messunes
intended 1o reduce aggregate demand and  promote intermational com-
petitiveness, Between 1977 and 1985, Peru signed the following agreemenis
with the IMF:

stabilize inflation us well as the foreign sector during the next two yea

ulthough un uccelerated reduction i real salaries began to ke place, Pear  Month Tipe SDHR
The liberalization of inports initated in 1978 wax broadened m 1980, with [wnldvoms |

the effect that imports doubled in value between 1979 and 1981, However, 1978 Seprember Stand-bry agreement 1840

exports did not parallel this growth m spite of u liberal exchange rare policy. Compensatory limaneing 60

The merease i mternutional mterest rates alvo contribured 10 a hoavy debr 1979  August Stand-by agreement 285 0

service burden, which by 1981 had reached 54 per cemt of exporms. 1982 June Compensatory fimancing 1999

A second cecomionary adjustment process was undertaken i 1982 T Extended Bicility agreement  630.0

negative effects were deepened in 1985 by droughis in the south and Hoods in ) i _
the noeth and a comequent 12 per cent drop i GDP. Inflation wis not 1 April Compensatory financing 4.7
Stand-by agreement DA0L0

controlled; on the comrary, rares of price increases reached three digits, while
real remunerarion levels contmued 1o fall. The eutsback i impores, although
necessary for balancing the forogn account, spread a recession throughout the

economy thar lasved until 1985
By July 1985 the mam eoonomic idicatons showed the following:

A general prevequisite lor signing such agreemens i the government's
obligation o implement measuves towards the aclievement of guantianve
mrgers (hseal debeit, public debr, e In addinon; agreements spelled our
certin “terms of understanding’ on wages, taxes, and other polices although
non-fullilment of these terms did not necesanly reslt i the suspension of
disbusement. The agreement of 1984 carmed the commutment of the Peruvim
government (o change labour leglation w order 1o adapt i1 o the ;
ments of the prevalent cconomic policy, as well as legmdation regarding laonds
holding which i Gact implicd seversing the agraran oeform of earlier yean

I Annual mflation of 250 per cent,
2 A new uncontrolled loss in purchasing power. Domestic savings in

national vurrency dropped, specalation moreased, and a significant part of the
country’s hauidity was held in foreign currency (in July 1985, according o
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The chief adjustment memures implemented during the period were the
following:

I An awsterity plan for public sector expenditures which meluded reduction of
real expenditures for wages and salanes, goods and services, and mvestment;
elimination of subsidies 10 products of mass comumprion, and mcreased prices
for goods and services sold through the public sector.

2. Lamtation of wages and salary increases 10 levels below the mflation rate.

3. Redefimitron of the entrepremeursal actwsty of the state, by tramferning public
enterprives (o the private sector,

V. A flexible exchange rate policy, which resulved in a constant process of minis
devaluation, and the extablishment of limits on the loss in net foreign reserves,

5, Grealer opermess tn forergn trade, vin s mgnificant decrease in tanfis, elim-
mation of restrictions on imports of certam products, and the removal of wrade
and exchange restnction,

6. Lamats t the inerense i the contral bank s wel domeriie asseis, with the objecrive
of stopping the expansion of net domestic credit 10 the public ireasury.,

7. Cantrals wn the money supply and on interest rates.
W, Lomutations wn wew_foreign public debt

2 Main effects

Eviluating the impact of the adjustment policies is o comples task, since the
effects of such policies must be distinguished from long-term trends o o
country’s development. Nevertheless, it may be concluded that worsening of
social problems, and in particular deterioration of the living conditions of the
popalation, can be linked to the contractionary policies implemented. Within
the limitutions of space and availuble statistical information, the effects of these
policies on levels of employment, income, and government expenditures on
health, educanion, and subsidies, will be discussed.

(a) Effects on employment levels Lmployment followed o declining mend
during the period. There was a noticeable decrease in the proportion of the
economically active population considered 1o be adequately employed, from
55.5 per cent in 1976 1o 35 per cent in 1984 "Table 6.3).

The muin problems here have been with unemployment and under-
employment,” which have become maore acute with the recession,

Additional employment effects have concerned the growth ol the urban
informal sector —the long-term process in which an increasing fracthon of the
population is excluded from high-productivity, adegquately paid jobs and loreed
into sell-generating employment as o means of obtaining earnings that allow
survival. The informal and the modern sectors are not independent, with
evidence of strang links between the two sectors, while the effects of recession
reach both socton, There are thus several further negutive effects reaulting
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TanLs 6.3  Econmmically nctive population 13 years and wider, by emplayment §
1970~ 10N | thoisands)

nd armings when vither mother or child will, sinee there 1 no access 1o sl
unty benefis,

Eeonomically ]
active Adeyjuate Ul askler- {b) Effects on income levels 1he direct effect of adjustment policies on
population employment employment workers” income may be seen in terms of the regulation of mimmum wages
e ] No (™) No ") tnd n.l camings in the private and pubilic sectom, mspecially among the nons
1070 4,167 2050 WA 1915 450 1 . unionized. 1t is cloar that there was a continued detenoration between 1977
1971 +.00) 2,102 512 1901 444 1 44 and 19485 n the level l‘"’ﬂ' wage 'mmmc. which 'l)‘ the end of 1985 was ll"‘y
1972 L2 093 A L6 442 185 40 fit per cent of the 1979 level, (Real salanies, taking 1973 levels as 100, dropped N
1978 4335 2471 M5 1473 41 w42 to 4 by May 1905,
1974 4673 2588 M2 1958 1A M a0 However. the : .
973 ABI8 1590 527 243 424 O i - ﬁﬁ:(’:‘;’""" to;the permanent warkers who make ug
76 4008 2509 505 2201 W3 P PIFORSIRATEY ONp-Si the econamically active population, they do not
1977 5125 2357 460 2470 482 w0 A0 account for the significant propertian of the cconomically active population
1978 5283 2105 415 2745 520 ETL wha earn below minimum wages.
::J';J' :::): 3.’231 ::: ‘."}:‘I ::: m ;:, l:n“::ulrd::.ih;‘e:nlmhn of national income during the past 14 years in
¥ ) . " - - ¥ o " . ' ‘ u . .
j9g1 8,779 2617 A8 27 478 WL 6O b Glaiitod tTOlAC B41 ";1'""".“'""“' i three different perinds may
082 5958 2,967 431 2074 40N TR 9% int period was from 1971 1o 1974, in w
198 6047 2501 574 3271 31 Wy 02 production grew at an average annual rate of 6.3 per cent and real national
1 s 2008 MM 1427 342 (Bl 109 income (including wages and salaries) grew at a rate of 7.1 per cent. Within

this, wagges increased an average of 9.2 per cent per year, mainly due o the

distributive relorms and the wage and price policies implemented during those
years.

e Mitsisterss de Tratiape s Promocion Socal, Divecoion Generul de Empled
Prepared by BORE, Departamento de Estudion del Secror Socsal.

TanLe 64 Average yeurly chumge in veal national imeme, 19711974

from stagnation or recession in the modern sector. A decline in wages depresses 1975- 1979, and 190 1994 ( o)

aggreguie sales, and a loss of jobs in the modermn sector incresses open unem-

ployment which tends 1 be atworbed by the expansion of the labour force that 1717 147579 1900 B4

takes on informal occupations. These effects converge, depressing average. Pay 19 —32 —30

icomes in the informal sector, Wages 9.2 -1.6 ~ 48
I this context, the most valierable gronps of the population, that is, women Salaries 53 -4l - 1.0

and children, have been forced 1o join in such activities more intensively than a‘:’l""‘““"‘“m' 37 L6 04

m the past. For those involved, this has not only resulied in 4 premature Pmﬁt?w' J: ]:3 :::

socialization of children but also has exacerbated the lnstability of Bamily Net interest 49 ™ 20,3

arganization by forcing mothers, who are olien heads of households and the
sobe source of family incame, to abandon their households and younger children
and thus expose them to great dangers, of (0 bring them (o their work place.
These women, aside from their activities outside home, must still take care of
the household chores. This frequently means working up 1w I8 hours u day
under difficult conditions with the high stress that cesults from excessive work
and low eamings.

The situation s worsened by the Gact that such households lack almost all
types of services, and that they live in a state of complete abandonment from
the point of view of asistance. Given the impossibility of leaving o sl ehild
at i day care centre or eréche, there are serious problens of lost working time

Toml
Swwrve: BORP 100,

7 2.3

=19

In the period 1975-79 the rate of growth declined and there was 4 drop of
1.7 per cent in average real income. Independent workers maintained their
Income levels, however, as a result of greater protection through prices amd
the relative importance of sulsistence production in the income of J
workers. Between 1980 and 1984, as 4 consequence of the -djwm
the growth rate of production fell to an average of 0.3 per cent per year,
leading 1o 4 decline in average real income of 3.6 per cent that extended w all
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segments of the labiour murker. The share of wages and salaries within wl
from 48.3 per cent in 1975 1© 45,9 per cent in 19

income fell substantially,
while the shiare of business profis increased from 21.5 per cent 10 45,9 per o8

over this prfiud.
formatian s Hot availuble regarding rural incom

Although quantitive in
evidence on migration and decrrasing agricultural production sugrests that
ere deterioration inincome levels in the rus

rocent years there has been a sev :
arcas. There is also evidence of an increase in extreme poverty in Lima u

other marginal urban areas of the country, although here oo lhere are
reliable data available for measuring s magnitude. The inereased cost of't
family basket of goods. and the greater number of Peruvians who live i
stuation of unemployment or underemployment, ponetheles smpports sul
an assessment expecially m view of the fact [discusserd later) that spect
programmes directed 1o cover the primary peeds of these population gro J

were ol given prominence
A variety of efforts were undertaken o alleviate this dramatic o
through the spontaneous organization ol commumues. Growing numben
mothery' groups and community kitchens evolved as a positive response
meet basic needs through solidarity and local work. In addition, since 19
‘gl of milk’ programine thee

the municipality of Lima has carried out @

which this basic noatishment has heen provided 1o over one milllion childre
In 1985 there was an attempt 1o extend the programme 1o the rest of th
comitry, but this has not yet been successiully implcmrnml

(¢) Effects on the ‘s social Foamining th
Aasification of central government expenditure according 1o functions for

period 197784, expenditares in general services increased almost seven b
more than expenditures in socia) serviees. The laner represented an av
of 26 per cent of ol expenditures for the period 1968-76 and only 18 ¢
cent during the period 197784 Table 6.51. Public investment deceeased

the health seetor (from 3 per cent to 1.5 per cent) and the education s
from 3 per cent 1o 2.2 per centy, which indicares that gross capital formaty

i both sectors has been neglected in these yean
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[anis 6.5 Contral gosernment expenditure structure, 19681984 (percentages)
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General Social Foonomi
C Muld 1
swrvicer' wrvices' wrvices sectaral o
52.0 328 152 N
:;3 1.1 16.6 ::g
529 '.;..4 19.0 17 100.0
327 6 146 Y 100.0
.1 294 149 5.7 100.0
87 4.2 16.6 15 100.0
61 gg 16.0 " 100.0
312 23 78 28 100.0
o 542 5 246 17 10.0
m 19.0 156 I4 100.0
toza m'o 17.5 19.7 1.8 100.0
o 6 3 19.1 15.9 1.3 100.0
Io80 |2 200 16.3 2.4 '
190! g.o 211 17.4 4 :%}‘.
e Bi s s B e
e 04 164 1.3 23 :%g

:!-'l':'. BOREP, Suls ::’nmh Sexton Publico.
. Iodes groeval admmstraton, ineenor,
:zd'x b :l‘hm. healih, housing and h‘:l‘::" et
Ul . fuhi
» = e, fshing, wdanry, onengy, mites, tanpoetation, sl commsications.

:;::jl: b;:uﬁ \:‘l]dlc @e m-innmrmled level is 5 beds per [LO00 people). In
e £ . l: ’dp:lr ".“| ol |h§ economically active population has access 10
benefits of w security, with strong regional inequalitios — Lima has 86
per Dl:.’{ll cu:rugr: whereas Apurimiac has only 9 per cent
s ‘::g :, :;‘plc::-:;:lﬂl:xlrﬂ;’ll the hcn‘lltl:’ stutus of the population was unsat-
z seise and death, prim ‘hi
:::; “ .::;n hl:'mur in diseases such as typhod, ::aml;;?l:n:i" ;v::u'dl::. :1"’ 5
(,(‘";'MT:: ’ m‘:lnlr bt.’f;\. Spn:iul attention shonld be paid 10 the m'::;:
pepe o ,.'.c o 2»:/ wiberculosis, which during the years 198183 reached
e il plﬂ 1,000 ;?m.plr. while for 1978-80 the average rate
Al A e per 1,000, This is evidence of » detenioravion of living
o Hm.ﬂp::r:; ol the .pupulnmm [ Table 6.7)
DGR th data mthcgu- » high prevalence of energy and protein
.y n ;rnc country, pamlcularly within the populanon under 6 yean
ot l‘wﬁh W! mortality and child morality (below 5 yean of
p lqllu severity of the problem. Several studies have indicated that
proxi ‘::puamofl’mwim childven under 6 yeans of age are
rl‘uhl.c &ojm. e of malnurnnon i greatest in the Sierra and Junghe
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L 68 Nutritional status of under-6s (percentages)
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Tante 6.6 Main canses of morbidity due to transmissible diseases, 1979 1985

1979 1000 101 12 1983+ o of sial Malnourishied
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< Profimimary data Foval » 4+ S k1) 15 4
Jungle
High {0 “ Sh L) 15 5
Law In b }'4 (i 4 20 3
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(rater pev 100 1XX0) Ave Pemo 100 0 " 31 1 2
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No ol deaths Rawe No. of cases Raw * Lowa thiaw 19,
14970 271 E1R ] AR L L) 177.%
1971 3,747 27.1 28,467 1604 - .
1972 3,505 5.2 25,178 1624 Tanve 6.9 South Sierra: changes in nutritional status of wnder-
1973 1,125 214 (LA 10 G, 1) 1983
1974 3585 240 16,5340 o6 — —
197 2708 I3 165688 1 R R e
1076 2908 I8y 22,957 s o I 1983
1977 2836 17.6 17,000 109.6 Normal 50.4 1.0
1900 (R ] 250 16,011 024 Degree 1] 125 W0
S ‘ | 21,923 1235 Degree 111 0 0
1 L . 21,1802 120.0
1909 : ’e 22,232 (AL Sowrre: Sugmia One Corpuntion (1963

219 N M-m.umw-lchlldrrn

Swwrve Mitsiotey of Health (190848 )

arising from maloutrition, particularly as they affect the most volnerahle
population groups, Le. infants and pregnant women

A repors on the numitional status i the South Swrra prepared for USATD.
(Sigma One Corporation 1983, points (o sgnibicant changes in nutritional
status berwoen the years 1980 and 1983 among children of ages -6 Table 6.9}

lodine deficiency and ity comequences —goitre and endemic cretinisr
continue 1o be the most widespread and among the most severe problems

(¢) Education The hurden of educational services is chiefly bore by the
pubhic sector, which accounts for 84 per cent of total registration, W per cont
of personnel, and 85 per cent of educational centres. The rest of the system i
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covered by private education, primarily directed to higher-income groug ANLE G LT Primary education of minors; promotion, drop-out, amd repetition rates,
concentrated in the coastal, urban arcas. The evolution of public spending | wde, 197475 198283

determines the educational status of the majority of the school-age popula I = " v Ve oy

almost entirely so in the regions of the Sierra and the Jungle and part
in the rural areas.

The budyet of the Ministry of Education represented on average 20 per
of the central government budget for the period 1965-76. s share decli
caomiderably in the period 197784, however, when it amounted to only
per cent ol the total [ Table 6.10). Current expenditures have conxisten s :
sccounted for about 95 per cent of the education budget, and within ¢ 03; vy :g; N;; 9.2 8.5 5.9 13
category wages are the most important element. 197677 : 3.3 19 B8O 167
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1960 175916 12,149 M 56 1268 * Projection.
1981 326,128 15,453 054 47 4.3
10082 484,761 12,040 w7 0.4 134 The ) ,
1983 888,229 10,860 .9 7 "6 Peruvian nluu.lmnul system his four levels: initial, primary, secondary,
™ LATHASE 6840 4 5 55 69 uand Ng::r education. The structure of currem expenditores across these levels
shows that the proportion going 1o primary education decreased in all
Sowrr: M of Ed Ny ‘ A
fomr: h:‘:m weathm between 1977 and 1983 except 1980 and 1981 The emphisis

an
: =0 secondary and higher education grew over the period, with the share of




6 Vorw 173

172 Fipuerau
education expenditures for these two levels increasing from 35 w 43 per ce | s B B
Thus, there wiss o decline in the relative benefits of public education acer |z = E ~ ‘5 35 e = = Bche
tor the majority of the school-age population — that ks, in the primary gr F | T AR eoda ‘KERE
(61 per cent of toral registration). The distributional conseguences were B =
course even greater, due 1o the near universality of the system at lower ley | S=as= 3 n E835 =3ges
(90 per cent of the children between 6 and 14 years of age are regiviered g | e § 2 E N SSc- YOO
while children from poor families are les likely 1o be entolled at highe = 3 -
educational levels. Yet it should be noted that the reduction in resourmes | sgco e = el
not been translated into a decrease in educational coverage There s in | ¥ REREZ ¥ = g f? “Ssg
evidence of increasing schooling rates at all educational leveld, owing o - ' - . § "2
combination of both demographic und social pressures.  Doformation i oo | === o > 4
available, however, on enrolment patterns by income groups. | g S°x8 § » & E ? » 5 3 g
Indicators published by the Ministry of Education show that the degree ¢ = - - N v =
inequality in the country’s hinterlands is very pronounced, especially with I “ecea s - e, v
regard 1o illiteracy rates. Major cities alworh the greatest percentage of the E | #°3z8 ; - § 2 §E ; s g S
budget, both in terms of current expenditure and investiment, aggravating the - | = o - 2
shtuation of neglect in the rural and frontier areas. | mmeaec = 1
Repetition rates in primary education for the period 1977 -84 showed o g/ SE3Z § < f::m ﬁ;: a8
negative trend in all sehool grades. Dropaoot rates did not significantly change =1 -3 e §
during the period, although the average level of 7 per cent represents 4 l
significant cost o the system (Table 6110 On the other hand. correlation R =95 de 2 1 5 BEs <wesnc
the repetition and drop-out rates indicates that areas with low levels of coverage 2 el g = Svics CECE
oller more limited probabilities of rermaining in the system, so that inequalities [ .
ol wecess 10 education appear 1o be paralielled by inequalities in educational 3 - 33~ il a0 " o
survival. i ' = gl R "55 g i:§§ S‘Sgg
In general, the decline in expenditures i the education sector over the ‘ -
197784 period affected the les-lavoured segments of the population 10 a Bl =83ss = 85= " "
greater degree, who were alio the ones most strongly affected by the reduction =) = == - d-cs [E" §
in quality and efficiency of the system. Since education i one of the principal i | -
determinants of income levels and productivity, such reductions condition TRl I533s o £IBY =z2c=s
income distribution patterns, not only at present but also m the future, g - ; =8 “ S~~~ S87E
’s =l 9 - A s = v - %
(e) Subsidies An unportant companent of the adjustment policies adopred 1o g mj ESS 2 - § g § 2 %S ;. g
reduce budgetary deficits has been the gradual elimmarion of public subsidies. ol | = §
While during the years 197779 subsidies represented an average of 12,6 per - ‘ E i c
cent of current expenditures i the non-financial public sector, during the = 3 E i 3,
period 1980-84 they dropped 10 3.3 per cent (Table 6.12). | & S 3
A survey (Grados and Mora 1981 carried onr i the poorest households of | - .gé - = {
the city of Lima shows thar in 1979 25 per cent of these families” woral o EE - g
expenditures went 10 buy subsidized foods. The living conditions and & ' 3 Eac aE e 3 .
nutritional status of this group were alarmingly low: just 69 per cont of the 3 Ex-:~FELG g < - Ef
families were able w satisly 90 per cent of the minimum regquirements, and - 1515 = 3 ,ez;li £ !]58 :
f & 2 = P |

anly 22 per cent of the families were above thiy mimmum, In addition, it was
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recorded that children were suffering from the effects of malnutrition w ween 1977 and 1985, 1t may be further concluded thit there was at best
greater extent than in other groups. This supports an asessment that the o expansion of the coverage of social services, and there wis probably o
in food subsicies must have seriously affected lower-income segments of ty dererioration of their quality as well.

population, worsening their already marginal lving standards. 1t should In addivon, official fugures reflect o significant decline i annual per capita
noted that the data indicate some degree of regressivity in the effects of foot food production, which was only partially compensated by increased imports.
subsidies as benefits have tended to acerue more o urban rather than r n 1985, per capia consumption of food was 26 per cent lower than the already
populations. However, the reduction of subsidies has affected o large ln\.v levels of consumprion of 10 years earhier. . | :
of the urban population which had already experienced a deterioration | Ihese factors have converged and resulted in a clear worsening of the living
living standards due to employment loss and inflation. There was a signific standards of the population, especially for the mou vulnerable groups. This is
decline in subsicies in 1978, with o further fl in their real value from 19808 wevident i the experience of higher rates of malnutrition, reappearance of
in 1983 and 1984 basic food subsidies were anly 1.3 per cent anid 0.25 per centy dueaser that had been previomsly under contral, lower comumprion of calories
rexpectively, in relation (o the levels of 1977 (Table 6,12 anid 6.15). and protem, greater numbers of children prematurely foreed into the labour
market, signibeant numbers of children ar rsk,” and a higher rare of school
drop-out.

Otficial statisties for social varables undenstaie the wal efecs on the real

TAasuk G1N  Real value of sbsidier on basie

Jouds, 19771984 living conditions, since e many cases, expecially i the most depressed areas,
Ao Inubex the popalation is i practioe deprived of many bencfio thashould be obamed
{comatant prices 1937 =100 through social services, Revords are not Kept for these cases, which prosenin a
{1977 intis 1000) major limitation 1o the undentanding of their difficultios

1977 M0 mo.(!)

1974 Lo "

100 A 265 IV The new economic policy

::”": g'x 22 Since 28 July 1985 & substantial change has taken place in the social and
1O 2488 16 ecanamic palicies of Peru. The new policies question the efficiency of previous
13 ™ I adjustment programmes. They are based instead on a diagnosis of the histone
14 (IR 0.2 tevelopment of Peruvian society, on the view that in order (o overcome the

structural deficiencies of the past pattern of development, as well as the negative
elfects of the present crisis, it is esential o modify the development paradigm
and 1o redctvate the economy

This orientation entails indtiating an income redistribution process 1o benefis
the traditionally marginal sectors of the population. For this i s necesary o
exert greater national canteal over the surplos generated in the countey, with
the aim of directing it towards priority activities and sectors, 1 also calls for
sochal policies that serve not only to eelieve and aid, bur that are abo closely
linked 10 prevailing economic policies. Tn addition, amd contrary 1o the rule
in the immediate past, the policy is intended 10 be sutonomons, loosening the
Hinks with the world economy.

Far the shors term, under the assumption thist the inflation of recent years
resulted basically from increased costs, an expansive adjustment policy was
introduced. This was aimed ata progressive recovery in the purchasing powey
of the population so that greater disposable income would transtate, through
demand, into increased production: this woulkd be Geilitated by the existence
of u Lurge idle industrial capacity,

A further expansion of productive capacity, particularly in secton producing

Sowrve NORP, Subsgerencia del Secuw  Pulilion
Deflared wsing conmammos s imlex

While subsidies may not huve been the mon efficient means of tramsiernng
purchasing power to the poor, their reduction nonetheless had impacts on the
living condinions of murginal groups.

(¢) Summary The effects of stabilization policies on income distributon in
Peru have been vaned. o werow of income and employment, the greatest
contractions have occurred in the hasically urban, modern sector, while the
reductions in social expenditures have had greater incidence in rural arcas,
Yet since workers in the modern sector tend 1o feel the impacts upon them
more directly, through the immediate decline in therr real incomes, the negative
effects may be judged 10 have been more pronounced in the urban sector. This
suggests a process of increasing marginalizanon of the previowly better-ofl
warking population, which implies nising social tensons, expecially in the cities.
In view of the overall decline m real public expenditures i social secton
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exportables andjor basic need goods such an agrwuliure, pon-traditio Employment A 1emporary mcome support programme Tas been estabe
exports, selected industrial activities, and fishing —has heen 'un‘n?mﬂ.l‘lly. ! 1 its initial aim has been 1o provide resourees (o uthan manginul
wlective use of credit, fiscal pricing, and exchange rite ;mlu:?rf Sped und this will later be extended 10 cover rural areas. The pfomnm' .mc
provisions have been made 1o expand employment and productivity & % work apportunities o ity beneficiaries et on e
the poor. Public wurk schemes have been initiared, while m\;!um-d access e o their livimg conditions, such as sanitation and pavementy
eredit and inpuns has been provided o efficient producers in the n}l’_ Wi their own communities. During the first six months of im plementation
wetor and o small farmers Longer-term increases m lbour |mn}uc TNTEY programme had approimately 40,000 participating o ol
well as improvements in the current standard of living, are “"‘_"“ Pl 1066 is exstimared 10 veach 150,000 including activities in environmental
through gradual increases i public expenditure and by @ reorientutiond Wition, chry cleaning, pavement, rehabilitation of watee supply lines, and
sociltl services wowards low-cost basic services with extensive coverage. such cation. When extended, the programme i et il fsto mof¥
immunization, lood supplementation lor parget groups, and primary e@ Bluctive activitics in rural areus
cation.

Cantrol of inflation i pursued ihrough mampuolation ol the theee banic
in the economy namely, nominal wiges, the exchange rte, and the e
rate. Implementation of these controls depends upon sufficient amounts &
foreign currency for importing lnputs 1o production Meeting llm‘m'cd nt
present contest of reduced availability of foreign financing requires tha
sdequare level of foreign reserves be maintained. To achieve this, a dee
wats musde dhat only 10 per cent of the carmngs from esporis woutld be allocated
16 the service of public foreign debr. Related measures were alio adopred 10
promote growth in exports, o develop an etficient and discriminating ympor
stibstimation policy, antd 10 regulite the outflow of foreign mr;cnry he st
plays a fundamental role in this proces by leading and directing the economy

and by mobilizing its nuumg_rn’al tu‘paruy ‘lm the mmlnm.-mnnuu of deve . Reordering of the tx system his therefire not implied an increase in aversil
mem programmes and projects ‘The major elements of the new CCHuR bax burden buy mather its redistribution along more equitable lites principally
policy are brielly outlined below. Wy eliminating exemption that haed made capital income practically nons
able

A second fiscal reform has involved o redirection in the allocanion of publie
penditures towards the education, health, and agricultural sectors. Emphass
s wlso been placed on expenditures favouring depressed rural areas and
marginal urban arvas, Priority i investment decisions lus shilied 0 favour
Jow-cost projects with shart masurities

) Fiscal policy Within the framework of uchieving an imegral tax reform
Ahe medhum term, certain measures were established with the ohjective of
Jering the tax system in the short run. These have mcluded:

| Increasing taxes on rent and property in onder o improve mcome dis-
Hhution and w contribute 1o simplification of the ax system.
2 Inroducing equity considerations into the income tax, through estah-
ehmens of wnifrm rates for firms, and a progressive scale lor mdividuals,

3. Reonenting tax incentives towards prionty secton, namely, agriculture,
ndusiry, and fishing, and recducing the bian of the tax sysem agaimst joh
anon.

1 Eewnamie policies

(n) Wages and prices Action on wage and prices consists of the followi :

1A wage policy directed ay increasing the pea) purchasing power ol the
population, especially among Jess-favonired] groups

& phaml policy of prce addjustrrent During the fim) siage (one ey (d) Monetary sad sie palicy A major financial reform R
this involved a selective price Hyeeze'. In the second stage i has heen chars been a progressive reduction ol effec tive interest vates, which fell from 2680 per
acierized by & price management system under which price adjustments Wers cent in July 1985 (0 110 per cent in August. 75 per cent in September, 45 per
authorized when they were consdered justified, within the framework of & cent in October, and 40 per cent in February 1986 Fined promotional injerest
mational harmouization of relanve priees Durinyg the freese penod, cost pres= pates, and even 20 bterest rates, have been istinnted i the Trapecio Andine
sures die 1o increased wages and salanies were ¢ ompensated for by low interest| segion (covering Apurimac, Ayacucho, Casco. Huancavelica, Pino, and otber
rates and by a reduction ol indivect taxes, and by a dechine in the price of provinees in Arequipa Moquequs und Taconl, which has traditionally e
certain energy inputs. , ) n marginal area in acces W credit.

%, Guaroteed fixed prices for agriculural products and clluﬂml“m “f “ Given the importance of credit for reactivizmg the © . the
weries of intermedianes who were considered 10 be responsible for excessive Central de Reserva has implemented # finuncial pulicy'gul “‘M'"'“’m."hmw

price increases. ductive activities to which priority has been assigned. 1t has included
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. Selective lines of credit for agricalture, for development of cattle-ramin
activities, and for the creation of an Agricultural Fund, & Fund for
Reactivation of Agricaltural Machinery, and a Fund for Rural Commun
Development, all of which are aimed at promoting agrarian development in
depresed arcas.

2. An obligation for commercial banks to direct 10 per cent of their
increase into agricultural nenvities of in deposits at the Agrarian Bank, for use
in this sector,

3. Establishment of o fund for the Reactivation of a Fishing Fleet and &
Programme for the financial reordering of the business sector,

Pl represent 208 per cent of total pubilic investment in 1990 in contrast (o
4 per cent in 1986,

Food and nutrition 11 the context of the nutional plan for food security,
food and nutrition policy is aimed at improving the nutritional status of
population, especially of the lower-income groups. The ullowing pro-
nmes will be implemented: (a) operation of local kitchens in urban mar.
commuiities; () expansion in the coverage of food asistance through
umty kitchens; (¢) distribution and sale of Economical Bags and Basic
Doy 1 margmal urban areas: () (ood-for-work programmes with the par.
APATION Of communities 1o ensure & minimum nutritiondl supplement: (¢) &
_ mme to encournge change in food consumption habits: (/) increasing
e share of regional products in the available basket of foods; and () extension
ol infrmstructure for the sale of fish (one of the country’s HNPOrtant resources)
marginal urban areos.

In addition, a credit support mechanism has been developed for the info
sector. By providing access to credit at commercial interest rates, this avaids
the high cont of non-imstitutionalized credit for small artisans and sig
government support for their enterprises

(¢) External sectar Several significant policy measures have been intros

duced concerning the external sector; {b) Health and social security There has been i reonientation ol nationasl
polcies on health, with emphasis now given 10 lowscost, broad coverage
pary care services. In this contexe, the hospital w the centre of a bealth
zanon in which simpler health centres accomplish a primary and pre-
pntive role. Iy entails the substantive participation of the population, not only
I mmunizanon campaigns (e s traditdonal) but also in the determination
poworines and i the search for ways 10 accomplish them at the local
devel, thus constituting an effective process of decentralizanon. Community
ulverent w abo intended 1o play an important role 1o the estabinbment of
egrated fanuly planming, encompasing educanon, social commumcation,
il service provision

L. Limiting payments on public foreign debit 1o 10 per cent of the value ¢
exports, with the lurther requirement that the resaurces leaving the country
in debit payment do not exceed those coming in s new credits.

2 Imposing restrictions, for a period of two years from August 1986 on
remittances by foreign enterprises for profit, depreclation, or private deli

3. Protection of domestic industry through a coherent tarfl policy which
prohibits the import of certain products and uses licences as the chiel means
of import regulation,

Two new exchange markets have also been created. The Sngle Exchange
Market, with a fixed rate of exchange snce August 1985, deals with prority. A related national programme on essential drugs s abo being implemented,
imports, a small part of exports, and public debt payment. The Regulated _" ring 85 per cent of the most common diseases. The medicines would be
Financial Market, which mamtaims a differennial rate (equivalent 1o 249 per plil a1 ome<third to ane<half of normal commercial prices. This programme,
cent) relative to the Smgle Exchange Market, is used for transactions on nome e at lower-incame groups, » providing drugs through hospitals, health
prionty imports, the majonity of exports, and approved remittances. Finally, mitres, clinics, and certain non-governmental services
the Free Market covers tourism as well as activitis not meluded within the The coverage of social security has been extended, with a progresive incor
other two markets. mtntion of the enrolled worker's spouse and children intw health care services.
I projected that the number of beneficianies will increase from 2.8 million
2. Socral development policies and programmes B 8.3 million over several years. Supplementary feeding programmen directed

s mother child groups, pre-schoolens, and school age children are also being
According to government pluns, social development s to be oriented towards petgthened by improving the quality of meals and increasing the efficiency
recovery of previously attmined levels of quality of lile of the population, thelr distribution to lower-income groups, especially in rural and urban
and improvement of the profound socul inequalities prevalling. The pubilic pthirisl wreas.
mvestment programme for 198690 aswigns higher priority to infrastrocture '*" rity Is being given in investments to low-cost outlays, such as refurbishing
sapport for social development. Average annual growth rates for investment Anfrastructure and providing a minimum of equipment for peripheral
m the health, education, and housing sectors are forecust ut 15 per cent, which ealth centres. Such investments would be directed mainly to support service
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1o rural poasanis and urban marginal populstions, and within these grow, prce mdes has been reduced from 230 per cent in July 1985 w0 under
0 preguam muthern andd C'.ll‘ll'ﬂl. Investment " hrimg lAll‘K(‘!l‘ﬂ at the oy cent |||J"|\ O, AL the same e, the pu"-hmmm power ol “"fkrn
depressed arvas, as identified by health indicators prepared under o aved, esprecially for those earning minimum wages As one indicanion
emergency plan, Support is also given (o investiments utilizing regional or log while the inflation rate between August 1985 and July 1986 wan 68 per
resaurces with appropriate tes hinology, and which promote Uie partici pane i the snimin legal income increased by M per cent, and salaries and
of the beneficiary commitnity ol public and private workers by 92 per cent and 78 per cent rexpectively,
Whe improvement in real wages and salaries has increased the dermand
poeds and services, and has contributed substantially w the reactivation of
fon. A eritical factor in sustaining this reactivation his beon the cons
jual availability of foreign exchange, made posaible by the « eiling of 10 per
ol export carnings o6 sery jeing the medium and long-erm public debr.
During the first bl of the year, GDP has grown 3.6 per cent compared
ih the first hall of 1985, and it bs estimated that GDF growth will reach 6
g oent by the end ol 1986,

Employment has increased as o comequence of CConomic expRnion.
wording (o periodic surveys carried out by the Ministry of Labour, April
" employment levels in the city of Lima were higher than those of July
5 10 indusiry (by 5.2 per cent), commerce (by 2 7 per cent), aml services
by 2.0 per cent). 1o addition, by the end o 1955 it was expected 10 provide
150,000 temporary jobs in the temparary ICOME SUPPOTT Programmne.
Nathoral income distribution has been mide more equal, There has boen
fuction in the percentage of income going 1o the upper 10 per cent of the
ppilation, from 52 per cent to 49 per cent, while the poorest 10 per cent of
g popilition has increased it abiare trom 10 per cent 10 |14 per cent of total

(¢) Education [heedus athonal policy bs primarily aviented wwards srength
eming, expanding, and improving educational services and tesonrees ar
imtiad and primary bevel, and for schooling in rural and urbun marginal are
This will be reinforced by & broad programme e support of education
ifrastructure. bn addition, the policy seeks to promote the participation of th
community in extended nonsformal programmes of initial education th

volunteer work, a permanent supply of ‘a glass of milk'. supplementary feeding
as well as primary health care and mother and child care

(d) Housing and sanitation [he prociy ol the houxing and sanitatig
policy is to promote and develop housing programmes and provide plots
hasie services 1o low-ineame fumilies. 10 also inclisdes self-help programmes
the construction of dwellings, based on the anganization and raining of th
rural and urban marginal population with u Lirge supply of bank credit,

- The ‘domination of the dollar” in the economy i heing reversed. During
Hirst months of 1985, 60 per cent of total liguadity was held in foretgn

v, that s, the Central Bank’s influence could be directed at less than
' hall of the liguidity of the economy. By mud« 1906, natonal currency
Wrthcipation in wotal liguidity had reached B0 per cent,
3 The significant increase in national currency deposits has allowed for &
shor rise i the financing of productive activity. This has been deme within
framewark of a credit policy that supporis pronty activines such as
geiculiure, fishing, industry, and non-traditional exporm
B The management of public Enance during the firn halt of 1966 permitied
Rievjuate control of fiscal deficitn. However, the admusirnion and execution
i public investment has been relatively rigd. and mvestment levels have
bower than those called for by programme goals, especially in the most

() Protection of the family nucleus This set of policies w divected !
provide for children at high risk and orphans. and 1o ravionalize the va !
supplementary leeding programmes by concentrating them in prionty a
wach a the rural Andes and marginal urban areas. Lieracy and extn
curricular programmes are promoted in order 10 INCOTRORALE women into
production process and thus help o generite i permanent source of incormy
for the family. A focal point will be estabilished for mother child care, medie

services for women, and Gunily planning programmes Legal and manag |
actions are also being undertaken in order w improve the working condit
of women

N

¥ Main schievements JEEEINO0 NITAS.

4 The wide runge o measures undertaken regurding the foreign sector
Although It Is o carly to assess the ov erall performance of the new socies de possibile 4 continuous increase in the country's foreign restses up 1o
econamic policy, it is possible to evaluaie the nitial resalts one year after it \ 1985 Sinee that time, however, a decline in the international prices of

introduction: vis export products and increased imports of food have leed tor i reduotion
I, There has been @ significant reducnon in inflation, The annual growth W foreign reserves. Tn August 1986 the government adopted additional niles
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igh ritk (5 per cent of the total age groap . The nnber of children who

almed at presesving the level ol reserves judged necessary 10 maintEmn
Bwwens conpletely shundoned bs extimared gt 11000

process of reactivation,
10, 1t is premuture to measure results of the new policies wi the social se -1‘
bt certain developments may be noted. Following recemt primary healthe
priorities, some 35 million oral rehydration packers amd 1.5 mllion ¢
antibiotics have been distributed. Three immumzanon campaign effores i
bheen conducted. in which approximvately 5 milhon diwes of vaccines aga
polio, mensles, whooping cough. tetanus, wd diphtheria were administ
1.6 million children A ) " Radiografia econontica’, Gerencia de Tnvest K :
11. An increased level of pational support has been given for the protects B Lima 4 RGan Roomuite (et
of children, both divectly by the state and by numerous other institutig I, |, Unpublished working papers on the concentration of wealth
fvolved in child assistance activines. b B and N Mora (1981 ‘La Probeza en Limi Metropolitana’, Eosmig

S U ('lll.lrll de Reserva del Peru 1985, ‘Resumon de los Acuondos con ¢
g J9R2-84', Subgerencia de Analisis Global (n-howse paper |, Lima
J0e | Mapa de polieeza del Pery, 19817 Sub-gerencia de Tngrese y Producto,

), 7.
' ' ol Education (1984, Maw operatios sectorial 199 15, Lima
4 Some limilalion ey of Health (1984, PMlan sncienal de desarrally 199 1985 Plan Opersnies Sectansal,

The new development policies have m the same time met with a
pestrictions, international and domeste, which may place their eventual suee
in jeopardy.

Internstionally. there i persisient detenoration in the terms of trade uife
ing Peru's chiel export producs. In 1986 ail price recluctions represented
loss of export income 10 the country 1o the amount of $300 million de
The increaxingly protectionist practices of industrinlized countries constet
the expanuion of export flows, and the severe contracting ol international cred
wlong with the eversgrowing weight of foreign debir will further continue
limit the external resources available for development. These peoblems ha
been compounded by misunderstandings on the part of other countries, pri
banks. and international onganizations concerning Pecu's position on furoig
debt payments and 1t decwion o adopt an auionomous e pnomic policy,

At the national level, the bureaucratization and low productivity asoc
with n centralized government apparatin have increased the difficulties
implementing new development programmes, liere has also been wame
qanecy by various economic agents in participating fully, Effective reorientathes
of the ndjusiment proces depends upon continned restgration of order
confidence in government, along with the resolution to carry lorward
aliernanive policies that have heen unlertaken

i One Corporation (1983), Vutritenal Statsr o the South Sierra: Report se USALD,

i Mok (10NN Pevn Casntry Eosmwenic Momorasdum. Washington DC: Waeld Bank.

Notes

E The My of Labor and Social Promothon defines underempliovinent in 19
wiays: by the hours worked (those who work less than 35 hours pey week), or
lsewsme (U earrs an docome that b lower (i the puommum wage Ny 107
the consamer price index) An individunl w considered W be ynemphoyed 1 (61
it et work durmg the given period bur was artvely soare g S eonployment,

2 According w the Naviomal Lstiniie of Family Wellarr, these ave 3 ualbon chililees
0 12 years of wge at risk bn Peen (4 per cent of all children O 131, 6f whom J25,0080
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paively protected mdustrml strooture, a narmow agricaltural base, and

Bmost total dependence on imported energy
7 Wi sty s divided o six pares. Part T analyses the extent of external
s and policy respanses, 1976-85. Part 1 describes the characteristios of
. dernble groups in the Philippines, Part TV analyses the impact of adjustment
Redirecting Adjustment Programmes towards Grow B on the general r;mcli;inm‘ alfecting \-ulnxna:»lr gnm'r. Part V l;mh at
) 4 . v T Wil : ‘g ) ickes in mote detadl und reparts on the changing human indicaton
and the Protection of the Poor: The 1 hil!ppl"(’ [ " ';::w resulied from the fnmt':mir und social developments described
UNICEF, Manila® er in the study. Part VI presents conclusions and some recommendations.

is of external shocks and observed responses
1 Background

_ ntornal shocks and palicy respanses; 19753 - 1985
The period 197384 was marked by o serles of major external shocks: o sl ; pox

rise in the price of ofl in 197374 and in 197980, high real interest rates sction provides quantitantive evidence of the impact of external shocks

the early 19805, and the worst recession by post-war history the Philippmoes and the various policy tesponses 1o the shocks, ollowing the
Historically, the Philippines has been very vulnerable w fuctuation thodology uned by Balassa [ 1980,

international commaodity prices and the economic performunce of develogs The effects of the external shocks are measured 10 werms of trade effecns and

conntries becatse of the Large rale of foreign teade inits economy . The situnth Wt volume effects. The terms of wade effect w0 measure of the overall

was e more precanious by the existing ineguitios in the social structure & 01 ol expart and import price movements on the current accouns lulunf.r.

weaknesses in the ecanomic strueture bn the pre-oilshock period export volume effect v w measure of the impact of changes in foreign
The social situation was characterized by a high incidence of poverty 1 for the country’s expors

per cent in 1971, as estimated by the World Bank. Tncome inequality for analyucal purposes, the 197585 period was divided into two phases:

considerabile, with the lowest 20 per cent und 60 per cent of Gumilies receivil 78, represeniing the first oil price inerease and the yearn (nlluwum_: and

only 5.5 per cent and 30.0 per cent of ol income, respectively. The probile i3, representing the second oil price shock and the subsequent penod of

of underemployment was already acute, partic ulieely in the ruril arens. § ion. The mam developmenis during these year are shown i Table 7.1,
winges lor all types of workers were falling, particularly in the fest hallof 16
even while per capita GNP rose. On top ol all these was the continued pre
ol a rapidly growing population, with population growth averaging arod
per cent

The econvmbe structure in the early 1970 was predominantly agricultur
with two-thirds of the population living in the countryside. hall of the labo
foree engaged in traditiona] activities, and more than one-quarter of GE
contributed by agriculiure. Agriculture way traditional in onentation
weak linkages with the rest of the economy despite attempts 1o acceles
industrialization trough import substitution in the previous decade. Althoug
annual economic growth in the 19608 averaged 5 per cent, problems
already evident. The foreign exchange crists in February 1970 ilusteated ok
inherent deficiency of the previous development strutegy, which had creas

| External shocks The eflect of external shocks mayv be summbarized as

L Expost price effect. The export price eflect on the Philippine balunce of
sments was generally fuvourable during the period 1975 70 Over the six.
At period, the vatio of the export price effect 1o widl external shocks, which
licites the degree of the positive effects contributed by export prices 1o the
et wecount balance, averaged 106 per cent in contrast o the 77 per cemt
e from 1979 w 1983 Talile 7.2)
L Bnpest peace affect. Timport predce chunges contribuated (o un unlavourabile
L account position o 197480 The effect was more unlavourabile during
d 197578, ws indlicated by the ratio oF import prce effects w ol
Wls which denotes the exteat o which negative import prce effects are
1 in the current secount balinee. For 1970 835 the average was THD per
* e winthors wish (o e hasowberge e asstiatance (0 peeparing i stidy of My Wiliredo N . whiereds for 1979 83 it wis significantly lower ut 159 per cotil,

A-—“-“m Divovmrgrmaral, Netkmal Ecommic s Devebogmmens Authovksy (NEBAY A8 N Torms of toude effects. The results show that the country’s ternw of trade
] I Alepundeo Harrin, podessees ar the Umiversiy of g " . » o Y.
~ e —— o | ‘ nghy burdened the current aecount amd conserquently the balance of

Philigipanes
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weosavely protectied indusinal structure, @ narrow agniculiural base, and
i wlinont total dependence on imported energy
7 This study o divided into six parts. Part 1 analyses the extent of external
s and policy responses, 197985, Part 1 desenbes the characiermtion of
' ble groups in the Philippmes. Part IV analyses the impact ol ad justiens
lhes on the general conditions alfecting vulnerable groups. Part V looks ar
4l policies in more detail and reports on the changing human indicaton
h have resulted from the economic and social developments described
it the study. Part VI presents conclusions and some recommendations.

Redirecting Adjustment Programmes towards Growtl
and the Protection of the Poor: The Philippine Case

UNICEF, Manila®

Analyxis of external shocks and observed responses
I Background
The period 197584 was murked by o series of mujor externul shocks o sharp
rise in the price of oil in 197374 and in 1979-80; high real interest rates i
the carly 1980s, and the worst recession in post-war histary
Historically, the Philippines has been very valoerable (o fuctuntions hodology used by Balasa (1980).
international commaodity prices and the economic perfirmance of develope The effects of the external shocks are measured in terms of trade effects and
countries becaune of the large role of foreign trade in i economy. The sitaation port volume effects. The terms of trade effect is a measure of the overall
was made more precarions by the existing inequities in the social structure et of export and impart price movements on the current account balance.
weaknesses in the economic structire in the presailshock period. export volume effect s & measure of the impact of changes 0 foreign
The social situation was characterized by a high incidence of poverty —8§ and foe the country’s exporis
per cent in 1971, as estimated by the World Bank. [ncome inequality ~ For unalynical purposes, the 197385 period was divided o two phisses:
comiderable. with the lowest 20 per cent and 60 per cent ol lamilies reced VE-TU, representing the st ofl price increase and the yeans (ollowing; and
only 3.5 per cent and 3000 per cent of total invome, respectively. Thie probled 7043, representing the second ol price shock and the subsequent period of
of underemplovment was already acute, particularly in the rural areas. Red peession. The mun developments during these years are shown m Tuble 7.1
witges lor all types of workers were filling, particulurly in the first half ol 19704
even while per capits GNP rose. On top of sl these was the continued pre
of i rapidly growing populistion. with population growth averaging sround lle

External shocks and policy responses: 1973 1993

section provides quantitative evidence ol the impact of external shocks
the Plulippines and the various policy responses 1o the shocks, following the

External shocks The effect of externul shocks may Le summuarized as

per cent. "
The economic structure in the early 19708 was predominantly agncult l Export price effect. The "*l";" price effect an the “""‘I'l""' balance of
with two-thirds of the popalation Tiving in the countryside. half of the Labog _ s was generally favourable during the period 197578 Over the sis-

period, the ratio of the export price effect w total external shocks, which
tes the degree of the positive effects contributed by export prices w the
et wecount balance, avernged 106 per cent b contrast o the 77 per cont
: from 1979 w 1983 (Table 7.2,
2 Iwpart price ¢ffect. Import price changes contributed w oy unfiveourible
ok account position in 197483 The effect was more unlivourable during
period 197378 ax indicated by the ratio of import price effecis o ol
ocks which denotes the extent 1o which negative import price elfects are
Mlecied it the current account bulance. For T70-8T the average wis TG por
wherean Tor TH79-H3 it was significantly lower a1 159 per cent.
0 Toems uf trade affects. The vesults show that the countey’s terms ol trade
ervusingly burdened the current account and comserjuently the balanoe of

force engaged in truditions] sctivities, and more thian onesquarter of G 7.“'
contributed by agricolture. Agniculture wis traditional in orentation
weak lmkages with the rest of the economy despite attempts 10 aceel
industrialization through moport substitation in the previous decade. Altho
annual economic growth in the 19608 averaged 5 per cent, problems
wlready evident. The Joreign exchange covm o Febroaary 1970 illosteared
mherent deficiency of the previous development steategy, which had ¢

*The anthors worli 10 s ki dedyge e maastines in prepaning dis snady of Mr Willeedo N
Assbstant Ditvetor-gemeral, Nuatlosal Loonode aond Develogument Authority (NEDAY
1 Kowslinln Vidwdgo- Mirand s snd 1 Megandro Harmn, professoes sr the U nivery of
Madlppasses



186
UNICEF, Maxila
7 Philippines 1
187

| 8-+
RS i dazs
‘ ik Ol - ' i 72 llubaa.,,
= n:.,gz-' - ¥ : P‘mhtlnu
=JZ8 B=335C 1975 1943 of external vhock
ila2 ' s and I 1985 ($ million) + and palicy responses, 1973~
| :::;3;,‘. ;;: ;; § million per year -
§la52 ) “ - 1978 T 197% A5 07 Sl dhicin
2i228:4 184z R e e | 1 BN G e
\ eflext —————
Blntxeket 21 Wt e effec 732 28 -
ag-ad:3 913s5%; '.""""r-'v'nh'- o e - -
. 2 vodume effees oG- vo S SRR S .
Blasand.s s8- 22 ! '.':: Wl Ny =% ‘:: 216
i 83 =9 " - -1, 3 B -4
Elat998:. " L } [ibonal et ” oo o 1o ‘lﬂ’
Elaganfsz (M2i: g — (01w 2627 - 1075
flaz 28,2 =8 1 R prowtion e T A T
i | o anas = :_: . fatkan p- LD
! f78 ESInN ] #ffeets of hower GDP ':": 7 .u.: o "
Bloogngas 58.%:|8 e m @ 1 3 -
28 ¥dtzm 3 - » -23
5 " N - - ! AL 1 2
B -.':"g:t !5: g; g . '!:::'d.”“‘“‘”‘-‘w("".lu“hm - R - 100
[ . live ....'“""' vy e ety erpeal s ! s aonid Nathon |
els & - ve ares kv abeir effer evsernal dhoed "-mm-w —
= - - . ive
TR R ey
E & ; - " -
sz3s222 24,33
|
:?;E“‘:. —!"“ W"Imlrm
é B fES3n Beriod 197378 as " Aul’ trade effect was relatively
Blloda- =2 3i  —— againt 197983, due w the fus more favourable in the
- - wees B 3 3 : z - g .h.“ p cey (.’“""g Iht ‘-‘"m WM l ey e 1o np)f' pm '
.3 18 b "n"POﬂ prices in the later penod, F 1 contrast, umport prices rose faster
_ ‘, Seg. 32 1532 EE - 3 amounting to | per cent o'_(_-m:um a favourable terms of trade effect
el g0, o = ! 7 ll’:"g::nt(il)l- m 1974 and rose l:) 23- the terms of wade loss amounted 1o
i B|2225z037 4 I “"‘.- nd J:,::m ";ﬂ The expart vn'::tn:ﬂﬂ'im:? i'" 1962
yee unfav { X ol cha in forel
4 " ‘I: ;‘t‘:"‘""d 0 a durlc':::::ah:: :::':v'\:"?; ."m:‘lﬂnm than u.:‘l::7:n This
- d m:1 rd“ew . "
i ! } 4 e cconamies affected
3 R i ; ! I r.a.", o priacipal ol responsen were:ihe Mland
o s a3 - & » ] ow m:
| . 1 ! *5 7 il wirplus i exiernal fimancing. The year 1973
, TRE 3 n the Phili saw @ h
"~ H B4 ' ppines of ar: ugr cu
53 stiisird|d hoom. H : $536 million as a et account
AR HE R : R, ey . 1914, the e o
2 B ! j j !3 i‘ ,3 ‘ll ! The new :.'n:..  account deficits, IERAN EXPCRENCING peristent
= T o B an increasing M(’f ﬁ::lnv:.! forcign investment was minimal
Py | 1974 e additional net external fing at this time, and
cont of GDP. By the net external financing ymile
B end of 1983, this amounted to 7
. this rose 10 20 per cont of G per
D'o M




7 Phalsppanes 189

i ipal on its external debt and imposed foreign exchange restricnons. There
s i drastic cutbiack in imports, which were mostly intermediare and capial
goods. Without the mucheneeded imports, production fell, shortages resulied,
masive lay-offs oceurred, and milavon soared 10 unprecedented levels,

The Phalippines entered into s 1Hth stand by agreement with the IMF in
December 1984 covering the period from January 1985 1o June 1986 Assuch,
the country had 1o comply with sirmgent performance eniterin tangets not only
i the monetary and fweal sectors, but also for reforms in the areas of wx and
parifls, pubbic mvestmeny, and energy ax part of the condivons for a loan
wmounting to SDR 615 million. At the same nme, the Philippines negotared
with private creditor banks, governments, and mululateral mstiutons lor
pew loans, rescheduling of debr, and resompuion of a trade facility (together

amountng 10 $12 hillion)

A revised programme w being negouated between the IMF and the new
democratic government.
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additional net external hnancing almost exceeded total external shocks from
1973 1o 1979, the ratio declined trom 366 per cont in 1974 10 only 77 per cemt
i 1988, implying # relative slowsdown in the growth in external deln in
eelation 1o 1ol exvermal shocks

The period 197983 saw a higher level of external financing than 197478
Table 721 The relatvely favourable conditions in the internitional fimancial
marker in 1976-7% madn possible the use of externnl borrowing 10 cushion the
impact of the current account deficit on the overall balance of payments
position. However, after the second oll shock, developed countries prarsued
tigght monetary policies which, coupled with the debit crisls starting in Mexiva
i i 1982, doved up loanable fands in the international market, jacked up
interest raves, and shortened the loan maturity penod. The growing share of
shor-term loans together with the sharp increase in interest rates increased
debit service roquitemients,  placing  mounting  presure on scaroe loreign
exchange roources,

2. Export promotion. Increases in export market shares resulting from the
country's expart promotion policies were reeorded lor most yean. The favours
able effects were more significant in 197983, particularly since export pro<
motion policies instituted carlier in the decade had started 10 gain ground
During this period, Philippine trade had been diversified 10 other countries
and mamufactured export items bad grown substantially as 4 proportion &
total exports. preciations. Temporary foreign exchange vontrols were introduced in 1983

3. Import substitation, High levels of trade protection notwithstanding, th Government revenues were vaised and the growth of expenditures controlled.
Philippines experienced negative impont substitution. This may be explained Additional revenues were generated from taxes and export duties, tax exemp-
hy the high impart dependence of domestic industries, the high import conten i nons of business were reduced and indireot txes rised
of vising investments, particularly in the public sector, and the increase N Cash disbursements of the sational govermment were redioeed from 158 per
imports amsoctated with th u"'urn'."l(m of the reil exchange rate. i Coent of GNP an 1982 w 128 per cont in 1564, due 1o a drastic reduction in

4. Import veduction through income adjustment. On un aggregative basia, the government expenditure, Capital outlays as a proportion of total expenditunes
policy was not effectively pursued over the period. The government did not declined contimuously, from 39 per cent in 1982 10 29 per cent in 1985, Gross
intentionally pursie this policy to cushion the impact of external shocks sinee domestic investment of the national government declined from 2.7 per cent of
its main objective was the achievement of income growth. Tn fact, econom e GNP in 1983 1w 14 per cont in 1985, in contrast to a high of .2 per cent in
growth averaged 6.3 per cent per annum during the 19705 us compared 1o 458 1981, Current operating expenditures comprised the bulk of total expenditures,
per cent during the '"ﬂ'i"“g; decale, of which 18 per cent was used for interest payments, The budget deficit went
down from a high of 4.3 per cent of GNP in 1982 to under 2.0 per cent in each
year from 1983-85

In contrast to carlier years, monetary and credit policy in 1984 and 1985
was restrictive in order to reduce inflationary presures and help correet
the external imbalance. The reserve money level was reduced and reserve
pexpuirements on short-term deposit and deposit liabilities were increased. The
Manila Reference Rate of interest rose to over 40 per cent in November 1984,

The deflationary fiscal and monetary policies cut the peak inflation rate of
&k per cent in October 1984 10 6 per cent by the end of 1985,

The variow policy messures adapted improved the balance of payment
position. The carrent account deficit was greatly reduced, by 59 per cent in

(n) Econemic stabilization 1'he performance crieria under the IMF pro-
gramme covered exwrnal, monetary, and fscal wrgens which called for
smprovement of the balance of paymen, reduction of the budget deficiy, and
Nowering the inflaton rate.
The exchange rate was allowed w float in 1984, after succemive de-

2 The debt evisis of 198515

Lomgstanding structural problems, worsened by external shocks, and
cquate adjustment policies resulted i 1984 and 1985 in the most severe oreign:
exchange crisis (0 hit the country in postowar years. From the laie 1970, ¢
Philippines had been running persistent current account deficits, rising from
$176 million in 1974 10 $9.2 billion in 1982 (Table 717,

International reserves fell sharply in 1983, with the low of confidence partly
due w the asassination of Senator Benigno Aquino. Faced with a foreign
exchange shortage, authorities declured a series of mORtOR 0N payment «



190 UNICEE, Maniia

1984 and by 93 per cent in 1985 (Table 7.1). The ratio of curment acoount
debicit 1o GNP win reduced lrom 8.1 per cent in 1983 10 3.5 per cont and 0,2
per cent in P9 and 1985, respectively. The improvement was mamly dur 1o
the large cutsbick i fmports, Tn 1984, exports receipts increased by § per cent
as nonstraditional manufactiured exports such as garments, electronics, and
semi-eonductons increased by 21 per cent, while rraditional exports fell by 105
per cent, although coconnt products enjoyed Bwvourable market prices. Imports.
fell by 19 per cent due 1o the general scarcity of foreign exchange and priovity
allocation system. The import cut back win rellected in large decreases in the
impart value of capital gonds and crude petroleum and petroleam prodiots.
Mareover, foreign investors as well as domestic entrepeencurs were wary
Investing as the political and economic prospects of the country beea
uncertain,

I 1985, export receipts fell by 14 per cent due 10 weak world demand,
depresed world commaodity prices, amd protectomism. Receipts from 1ras
ditional and non-traditional exports dropped by 30 per cent and 5 per cent,
respectively, Tmpors fell by 16 per cont as purchases of capital goods, raw
materials and intermedinte goods, and fuel were cut back due s the s
down in domestic production,

There were unfavourable effects on output and employment. For the first
time sinee the Second World War, the Philippine economy experienced two
comsecutive declines in real GNP 6.8 per centin 1984 and S8 per cent in |94
Real per capita GNP in 1985 fell to its 1975 level, and personal consumption o
the 1979 level. The industry sector was the most badly hit, contracting by
aver 10 por cent in 1984 and 1985 because of the deastic cut-backs in o
manulscturing and comstruction activities.

Agricultural output declined fn 1983 due o the combined effect of bad
weather conditions, a low international price for sugar, and high prices for
inpts sich as Fertilizer and pesticides. However, in 1984 and 1985, it was t
only sector that managed 10 uchieve positive growth.

The general coonomic slinwsdown resuled in mass Lay-offs which aggravated
the unemployment problem, The lack of raw materials due o import controly
the restrictive monetary and fiscal policies, and a slump in demand caused
firms 1o retrenchi-workers o 1o shut down. The open unemployment
increased from 5.4 per cent in 1983 10 7.1 per cent in 1985 (Table 7.3),

Il Vulnerable groups in the Philippines

1 Profie o) loww-tneome famidies

Obtaming a national perspective on socio-economic and demographic uspect
of poverty s humpered by lack of readily availuble published dats, There as
fuirly comprehensive data for 1971 and more piecemeal information for mor
recen) year.
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Tanee 7.3 GNP, population, and tabowr foree siatus, 1971, 1976, and 19001985
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(a) Size and Location Analyses of evidence for 1971 Waorld Bank 1980,
1905, NEDA 19851 may be summsrized ax follows:

L. Of the 6.35 million Gamilies in 1971, 39 per cont fell below the poverty
line defined in terms of & 500 peso per capita expenditure standurd (see Table
741 Poverty incidence higher than the pationsl averuge was found in six
regions: Central Visayas (65 per cent ), Eastern Visayas (60 per cent), Northern
Mindanas (59 per cent), Cagayvan Valley (55 per cent), Bicol 48 per cent),
and Hocos (42 per cent). Over hall of the total poor Gumilies are found in
live regions: Central Visavas, Southern Tagalog, Eastern Visayas, Bicol, and
Tocos.

2. The thmilies with the highest incidence of poverty wore in (he agricoliural
sector and they belonged to six social groups constituting 49 per cent of the
totil lamilies [defined by the occupation of the household head | These groups
are lirmer owners, larmer partcowners, (brmer tenants, other larmers, larm
labourers, and lshermen. Some 54 per cent of the Tamilies in these groups were
below the poverty line and they constitute 68 per cent of wll the poor Tamilies.
In contrast. only 24 per cent of all other lamilies were below the poverty
line.

3. Farmerownens were the largest of the six sociil groups. followed by
farmer tenants. shermen, larmer labourers, and other lamilies However,
tarmer tenants and other farmens showed the highest poverty incidence, while
furmer-ownen the lowest.

+. Within agriculture, poverty incidence also varied by farming sctivity.
Palay and corn farming accoumed for most poverty among liemeceluted
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Tanee 74 Poverty groups, by ocoupation of househnld head, 1971

Occupathon of hovehold hoad Total  Poor tamilus U timbies
oo a0D) Tn below poversy
- line

\griculture
Farmer owners 1Loa7 A 205 484
Farmer pany ownens N s 39  Soa
Farmer tenants Al M40 S 1 1T
Farmen not specitied 206 1648 67 57
Farmer labourers 07 8.8 6l 519
Fisherten, Baipond labouiers m 1782 L S 1
Ohers o mericultare and sibiing 71 N o 451
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Nosagriculiee
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worken ol) s 2 M7
Craftsmen. production sorkers, aud
labourers w7 7N 1.7 117
Services, sparts, and rocrention
wintken pals "2 13 273
Sales workem wh (2 X1 a0 220
Oconpration not repertesd,
inadeguaiely described SH0 164 ) [FUBRL
Projesional, adnnnistrative, clesoul 552 A0 1.0 L1
Toial 170 M6 0We MO
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Mo tides umpen Hajpery, wid vlawd wonkery hwn abd sdhes vy worhers, Lirww
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sctvities, and was, laicly evenly distributed among reglons Capart from Metro
Munbla) Families engoged in coconut forming and sugarcane feming also
constitited a lange group in poverty, although together they were only I8 per
cent of the size of the Lunilies engaged in palay and cory feming, They were
concentratetl in u lew reghons: sugarcane larmers in Western and Central
Visayas, wnd coconut larmers in Southern Tagulog, Bicol, Eastern Visayas,
Northerss Mindanao, and Southern Mindanuo.

5. Ulsing the sume threshold, 336,000 fumilles in the urbagn aress were oo,
representing 18 cent ol (ot urban Gumilies in 1971 The incidence of urban
poverty wis much higher i Hoeos, Cagavan Valley, Central und Eastern
Visayan, and Northern Mindunuo than in the other regions. To Meteo Manils,
poot families constituted % per cent ol the totl lamilies, but this way by e

the largest concentration of urban poor in any region, constituting 18 per cont
ol the total urban poor in 1971, ‘
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Lack of similar comprehensive data makes it difficult 1o be confident how the
patterns observed in 1971 have changed over time

A World Bank study (19050 shows that 19 per comt of urban fsmilies
ponstituting a third of total families, were below the poverty line, where poverty
incidence was defined in terms of a per capita monthly poverty line of 118
pesos for rural and 140 pesos for urban families. Ty contrast, poverty incidence
wis 43 per cont among rural Bumilies, constituting two-thieds of wotal Gumilies.
A high incidence of poverty was found among agriculture-related activities in
Both urban and rural arcas, and manolacturing in rurl areas

Higher poverty incidence (40 per cent or more’ was found in Western
Visayas, Central Visayas, Cagayan Valley, Bicol, Hocos, and Western Min-
thanao than in other reghons,

A study of NEDA (1985) chows that Bunilies in the bottom 30 per cent of
the income distribution walled 3.1 million, of whom 73 per cent were iy
pgriculture. The datn show higher alwolute and relative pumbers of low-
income lemilies in Bicol, the three Visuyas regions, and three of the four
Mindanao regions compired to the remadning regions.

(6) General profile of low-income families Evidence from the NEDA
(1985 study of low<income groups confirms the common perspecrive thit low-
meome families are charactenized by (@) lack of productive assens or contrl
over such assen; (4 limited use of modern technology i therr production
menvities; (¢) limited access 10 basic econome and social services; and (o)
limited human capial

1. Resource base amd asset control. As noted. 75 per cent of those in the bottsm
30 per cent of income distribution were in agriculture. The Largest source of
incame for this group was crop laming. In 1985, the average farm sxe of low-
incame fumilies was 156 hectares. For the Philippines as a whole, the average
farm size wius 2,63 hectares in 1980 INCSO 1984 Even among lows-mcome
Taren families, the distribation by furm site cultivated o ighly skewed. Thiry-
five per cent cultiviated farmy smadler than [0 hectare, together representing
11 per cent of wotal Gorm area cultivated by all low-tcome feem fanmilies, while
18 per cent cultivated farms of 2.0 hectares o aver, representing 60 per ceny
of the farm area of low-income familien, Filtyaawo per cent of lowsincome
families do not own the land they culuvare. Thirtyseight per cent of low-
ncome farm families produced rice as the man crop, 30 per cent produced
cott, and 20 per cem produced coconuts

2. Techmalagy. In crop-darming lowsincome families are charancienized hy the
wse of aditonal substence methods of agnenliure. Only onehifth have
irigated land, o litde more than one-third use pesticides and fernilizers, les
than u quarter we highovielding vaneties, and les than a third pracoee
imerplanting or double ceopping. Partof the reason for the low rate of adoption

“of modern rechnology s the con of such rechnology The data reveal, however,
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that it coulid also be partly due 1o lack of information: only around 5 per cent
of these families made use of the government extension service

V. Aceess o comomie and socsl services. Few families have sccess to other
government services. According to the survey data, only 16 per cent of agri-
cultural low-mcome families had used eredit during the 1975-80 perind. OF
these, 30 per cent used credit Trom government-spomsored credit programimes,
and the rest obtained credit mainly from traditional sources (relatives, neigh-
bours/inends, landlords, moneylenders, etc | The average amount of leans
ranged from GH0 pesos from relitives 1o 3,730 pesos from government banks.
Interest rates an govertument loans were reparted as ranging from a low of 4
per cent 10 @ high of 60 per cent per unnum Those who barrowed from
truditional sources reparted paying interest rates as high as 300 per cont from
moneylenders 10 400 per cent from lundlonds; the latter were mostly paaidd in
kil

OF theme engaged in crop farming only 39 per cent of paliay Garmens and 26
per cont of corn farmen were aware of official price supports. Only 7 per cont
reported selling palay ar the support price, while 13 por cont sold ut prices
sigmificantly lower than the support price. The remainder (10 per cent),
however, were able o sell ar higher than support price. A similar situation
occurred amony corn farmens

The prices ar which crop farmens can sell their produce depends on their
aveess to diffevent marketing outders. Traders and middlemen sccount fior over
three-quartens of palay, curn, and copra sold. The Nationsl Food Authority
which implements the price support programme for palay and corn acoounts
for only 23 per cent of palay sold and 0.6 per cent of com sold.

A Human capital. Only 77 per ceny of low-income tamily memibers age 6
years and over can read and wiite s smple message. The perceritiage is lower
among agricultural Gomifies thas non-agricaliural families (75 o, B3 per cent ),

According to the 1985 Integraied Survey of Householdy, 10 per cent of (he
population 15 years old and over among low-imcome families did not go ta
school, 57 per cent had some elementary sehooling, 26 per cent completed
clementary schooling, and 13 per cent had arended high school. ‘These dsta
shiny that the educational levels of low-income family members tend 10 be
lower than the rest of the popualation, For example, only 26 per cent of lows
income Bamily members had at least some high school education, compired
o 42 per cent for the national population of the same age range.

Amang lowdncome lumily membens 15 years old and over in 1985, only 3
prer cont had completed some vocational [technical coune/rramng. compared
10 15 per cent of the same age group lor the satonal populanon in 1975,

S Other aapects. Two other aspects regarding low-income families sre worth
noting. The first is their consumption patterns: 67 per cen of rowl expenditures
are for food, of which 49 per cent are for cereals and another 17 per cent for
fishy and marine products. The vulnerability of low-income groups o changes
i basie: foodd prices is evident. Secondly, relatives and friends provide the main
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sources of hnancial help low-income households can count on i ume of
extreme econnmic stress Bifty-lour per cent of low-income tamilies reported
that relatives were their usual source of financial help. neighbours friends
were reparted by 43 per cent, employens/landlords by 19 per cent, privare
moneylenders by 14 per cent, und “other sources’ by 5 per cent. Because
relatives, neighbours, and friends are alo likely (o be poor, the amount of help
they can offer is small, while landlords and moneylenders typically lend a1
very high nterest rates

FProfiles of selected low-income group Micro level siudies of specific
groups provide more indepth information of particulur categories of poor (e.e
Cantillo 1979, NEDA 1980, World Bunk 1980, Carner 1981

The major social groups that have been studied inelude uplund Gumers,
fowland farmers, agricultural wage workers, artisanal fishermen, and urban

poor

L Upland  farmers. These farmens  generally  cultivate o variety  of
crops. A major distinguishing characteristic bs their poor resource base (mars
ginal Land on rolling hills und steep moantain shopes), which rapicdly deterio.
pites through soil erasion, leaching, ete. as 4 result of destroctive caltivation
techuiques Cslash and burn's or lnappropriate leming practices. These
farmens are located in more remote areas than the lowlanders, lave even mone
limited access to markets, and are likewlse relatively inaccesible 10 seomomic
aind social services. Because of the highly seasonal wature of production activis
tes and Jow productivity, a lurge proportion engage i non-crop leming
netivities (e rattan gathering, firewood gathering, production of hand=sawn
tumber, elc. ) or ek lormerelated work i the lowlnils,

2. Lowland crop farmers. By far the Lurgest group wmong the low-income
farmilien are the lowland farmers. These Grmers ave pethaps the most betern-
genous encompassing different crops (rice, com, coconits), temire status
[owner, tenun. lessee), and type of cultivation (cainfed and lerigated ). Farmer
owners are better off than noncowners, irrespective of crop

The large size of the group und the limited Land available wnd w result in
farm fragmentation further limiting their resource base. The group as a while

have better acces 10 markets and basic services than upland Gimers

3. Agneulvural wage workers. Landles farm workens ure perhaps the e

the lowland farm groupe. They are either rice and corn Labourers o

sugar plantanon workers. These workens have no productive assets except their
hour power. With low education and Lacking skills. escape from poverty bs
difficult. As their numbers increase, competition lor Garm work becomes
Their low income is aggravated by the high seasonality of their receipts

them highly vulnerable to small changes in job prospects and price

Due 10 the same facton, they have less effective acces (o bask

services, especially health and education. Moreaver, sinee wueh of the
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agricultural programmes are geared towards laemen, cg. credit, extendon

= I
services, ete., they often do ot benefit directly by such programmes ;%

v Artivanal fohermen. Artisanal fishermen are thuse who Bl within three = ig
miles of the shore usting boats of less than 3 tons in weight. This group competes ; D erw BETme—w T = s
among themselves over the limited resource base. The resaurce base is gradu- =S| 2E* geCce~ws w ¥ 2 4
ally declining with increased numbers of fishermen, poor technology, increased : 3
competition from commercial fishermen, and inappropriate laling practices = -3 |
(e dynamite Hshing ; " Enw asm-q= = 5 : g

Athougth fishing is & year-round activity, the volume ol catch and the types - - i ' 2 e
of species caught vary by season, resulting in fluctuations in income within the - 3 §
year. Moreover, fishermen with poncmotorized boats and inadequate gear ? = :
are unble o exploit alternative fshing grounds during Tean months. These £ g e mes onHNEa e 9 B é
fishermen also have loss secess 1o alternative marketing ooutlets, and must face i RS EBIF - St i A - g‘:

a relatively lower price for their catch than larger lishermen, = E £ X
% Urbae powr. The urban poor is made up of various subgroups. The g £ < ;?
ocoupation of howusehold heads includes transport services and sales workers, - 5 i " eRE marSem o w = f f
. 3 ! " 4 = S|s oo SMainNm 8 - =
production and construction workers, and hawkers, vendars, and other workers = §
in the informal sector, scavengers, and mendicants. Thetr incomes vary by ~ £ E
occupation, but their overall income is low because of their fow levels of ; =
gﬁ - = 3 E
education and skills g3 - 5 wMe mmsEEe = = £

o addition to natural increase, the size of this group i enlarged by the : Ricoige ecspss 8 £ |3 E
migration of the rural poor. Increased numberns tend to depress wiges, Because E _!
foodd and fiel are more difficult 1o secure in an urban setting, the urban poor ) - ;a'
are more vulperable w cvelical changes in industrial production and labour ? a g N~ Em h—mmrnow = E_'
demand a5 well as 1o rising prices of basic commodities. Although they have ] g Wecs Jesig- s = 5
greater physical proximity to schools and health services than the rural poor, =l . 3,_’,'
theds access i abmilatly Himited by their low incomes E 2| 3

.S 3 B —e™M Mmoo =X - l
[N “‘g R sliS S =™ 2 g~
IV The impact of adjustment policies on vulnerable groups < § = = = ¥
While there are many complex processes underlying the relationsip between ,& iy < j
world economic conditions and humuan welfare. three limkages dominare: | S : § -
the effects on household incomes through changes in employment, prices a i g B|Z 5NN nNas<an i3
wages; (4] the comsequences o the rural sector through changes in agriculiv b ] " g
incomes and commumer pricest and 10 the mmpact of shifts i govern i ¢ 5.‘. .
expenditures, especially with respect 10 social serviees. A fourth signific E X g - 7 & &
linkage involves the second-round effects of declining meomes and dwindh E S 3 E gl = B 2 i'
employment opporiunities on base social concerns, a g : ;'é E % _E 3 E s
- Y % X
I Effects un hissichald incomes and consumption a E .§ ;‘, -§_ ? S5 & E : E
Betweens 1981 and 1985 real per capita GNP tell by 15 per cont 10 o z 5' £ E ‘b i _ }o
equivalent to that in 1975 (Table 7.5, The economic deerioration of g 2 Ei Ei 8 i"
1080 caused i marked slow-down in employment growth, rsmg paricpa ._ é : .E ‘2 - }Z *




198 UNICEF, Maxila

vates, caing unemployment, and sharply declining real incomes wmong workers
and the sellcemployed, with u deterioration in income distribution and an
Increusing  proportion of howseholds Glling below (e mindmum poverty
threshold.

Emploviment declined in every sector except services in 198485 Lo aggre-
gote, the employvment increase slowed down from 106 per cent (1982-81) 10
2.2 per cent (198584 10 0.9 per cent (1984-85) (Table 7.5). Emplovment
wits plrticularly badly Rit in the rural aress where Bt @l by 7.0 per cent in
TORT-H4 and 0.9 per cent in 198485 1o the urban areas, wage and salary
emplovment fell in TGRS but rose in the informal sector among own-
account workers and anpaid Gonily workess (Table 7.6) The urban infbrmal
secton expanded by 30 per cent from 1980 1o THR5.

Tanee 7.6 Anwwal groceth vate of employment, by cliss of worker und wrban-rural
focation, PR TS (percentages |

10012 #y 1ons M 1004115
Urban r A 250 I
Woage and salary workens 54 0.7 16
O aveount workers 0.2 Wh 73
Unpuid fimily workens (1 2448 17
Rural 10 7.0 LA
Woage aod salary worken 5y L) Y
Owir-acoounit warkers na LR 14
Unpaid Tamily workens 5.4 2400 "

Towl 54 22 0.2)

Wage and salary worken a3 X 15
Owni-acconiit workers B9 28 28
Unpaid flomily workers 7.1} 18.8) 13.6]

Sowrie: Comopuater printeouts of the Ttegrated Survey ol Householids R the respective years
Note  Paventheses imbhcaie gt vhanges

The decline m employment i indusey win partly due 1o import resinetio

and partly 10 the slump in demand. Repors of employens w the Minisry of!
Labour and Employment exploring economic reasoms for retrenchments o
shur-down found thar in 1984 and 1985 aver 60 per cent were due 1o lack of
raw materialy or 10 a slump i demand. While in 1984 raw marenial shortage

wan the dominant reason (M) per cent of the cases), in 1985 slump in d

accounted for 43 per cent and lack of raw marerialy for only 19 per cent of ¢ o

TEAMITIS JIVED

Labour force participanon rawes increased sharply over this period from o

per cent (1982 1o 64 por cent (1984), having been stable in the six

preceding 1962 The mercase was particularly great in female participation

rates, which rose from 43.7 per cont in 1982 10 483 per cont in 1984,

7 Philippines 1%
increasing participation rates can be attributed to the crisis, with women
increasingly forced 1o work 10 help meet minimum family needs.

'!'Mu k7.7 Index of veal average carmings in cash and i kind of employed pevsoms by
industry, Srd quarter, 1082 1985 | 1982 10

Uthan Rursl
s 1984 1985 1an3 1004 s

Wage and Salary Waorkers 01y nim 05 0.5 0 04
Agriculture, lishery, and

foresry 0wz .66 0.6l 092 07 070
Minitng aned quarrying 121 042 R 04l 0 an
Manulheturing | .0 062 00 0 046 066
Electnoiny, gas, and water 1 04 076 0.66 0.8 041 061
Construethom 07 0 "2 .87 0 6!

Whole and retail trade 0.us 06l 0a2 076 02 0
Imporiation, sineage,

aned communieations 040 e 050 om2 a4 0.66
Financing, imurance. real

wstare, and busines

services o 04 050 0ni 063 062
Community, social amd
personal swrvioes 084 003 0.5 oM 069 085
Ehvwn account worken 09 055 042 o o6z 0o
Agniculire, Iisdiery, amd
Forestry 038 067 051 074 0.65 06
Mining and quarrying 029 003 0l 067 0.54 0.40
Manubar turing 064 032 024 oM oz 0
Electricity, gus. and water 0192 005
o A7 042 07 0.0 015 0

.}rvmu and retall trade 101 045 046 (86 0,76 052
Framportation, storage,
and commmcations 0.9 074 0,00 nae N4l 042

. ey, isursice, peal

~emtate, antd business

rYiver 103 AN o2 045 01 0,20
ity sl and

W MrvIces | "G LUR N 054 1 .46 .56 o8

e Chmmpater prnteonts of the bnirgrased Survey on Housebolds fnr the rexpective years

i 190-85, the labour force increased by 23 per cent. while employment
1y 20 per cent. Asa result open unemployment increased from § per cent
v cent over thin period (Table 7.41°
M earnings of all groups of worken declined dramatically from 1982 10
(e Table 7.7 with average earnings of urban wage and saliries decreis-
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ing by 46 per cent. and earnimis of urban own account workers by 449 per cent.
The rural declines were 31 per cem (wage and salary workers) and 37 per
cent (own account ). The rural-urban mcome ditferential declined but rural
earnings remaned sabstanually below urban (70 per cent for wage and salarios
and 52 per cent own account ). These declines undersiaie the true decline in real
incomes of lowstncome howscholds becanse prices of food mereased fistest,
following by clothing, while low<income households spend a greater proportion
of their incomes on these iems than other howeholds do

In 1985, wages and salary worken on average carmed just one-quarter of
the minimum the Warld Bank had extimated was necessary to meet minimuam
nurritional needs for a howsehold of six. Rural wages and salanes were 22 per
cent of thy mimimum average own account camimgs were 29 per cont Carban)
and 19 per cent (rural). Other poverty-lines are lower, but all show average
wages and salanies mgnificantly below the poverty mimimum  Table 7.8)

Tanve 78 Propartven of wlected inowme midicators of poverty threshold citimates, Sed
guarier, 115

Moanthly Ratho 1 poserty threshold (%
'I"':'m"' Tun World
Hulun Abireri Bank
Wage aned salary workers
1 rhan 1.200.00 2 ma PN
By
Rural Mo AL A no
Chwneaccount workers
Urban 1 40K 77.2 3590 ma
*r
Rural PR NLT wr M 19.2
Agrcultural workers
Palay 6255 wa M0 1049
Com S0.75 o ma 152
Sugarcane G75.M 1.0 212 17.7
Cawonnt T1L55 iy 24 10

Sowtent | Canernbend (eonn cantn ottinmet) Froem de Do orad (1 Navonal Wige Counale Moy
of Labsonir aned Loy imens

"Fow Mosnile wind sihibin i

"M arhan areas

Oversean employment provided o safery valve for the lower absorptive
capacity of the cconomy o the carly 19805 During this period, a yearly
average of 340,000 Filipinos worked overseas. While there were ec
benefits, the social implications were not ilways positive. One resull was
families due 10 prolonged separation.

There was a trend towards increasing inequality inincome disteilition.

measires sich i regulated pocing, government conteol of trade, export taxes,
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positive growth rates in the 19706 did not improve the relative income status
of the poorer segments of sockety. In 1975, the lowest 20 per cent of familios
were recetving only 3.5 per cent of total income, while the lowest 60 per cent
received a mere 30 per cent. Although not precisely comparable, the quarterly
income data for the period 1980-83 showed that the income share of the lowest
20 and 60 per cent of families were down to 4 and 25 per cent, respectively.
Income distribution, as measured by the Ginl coeflickent, worsened. The Gini
coeflicients of 05204 and 04990 in the third and fourth quarters of 1980
deteriorated 1o 05370 and 05124 in the third and fourth quarters of 1983,
respectively.

Both urban and rural low-income households were thus adversely affected
by declining real wages and declining formal sector employment. Rural house
holds b suffered from o velative bins against agricultuie in government
palicy i most ol this period.

2 Consequences fur rurdl welfure

The internationu] recession from 1980 o 1982 adversely affected rural wellare
(0 the extent that it pegatively influenced the system of price incentives and,
eventually, depressed productivity in agriculuare and rural incomes,

Impact on the price structure and the incentive system o i the
agricultural sector, particularly small farmers, are vulberable w low and
fuctuating prices of agricultural commodities both for exports and domestic
consumption. Distorted public palicies Turther worked agains larmen” con-
dittons. A study o urban-rural wellure dilferentials INEDA 1984), noted
declining terms ol trude in agriculture sccording to each of Tour mewsuces lor
thie peniod 19659 w 1982, Extending the anulysis to 1985 gives the same resilts.
Agricaltural pricing policy fivoured urban comsumens through price controls
on nee. chicken, eges and other commodities, until the controls were lifled in
1985,

Effective protection vates (TEPRs), which measure the net effect of various
price interventions i the product and input markets in protecting domestic
value added, mdicate an meentive stracture that signicantly Bavoured indis-
1y against agricoliure. Coconut, sugar, and logs were the most penalized in
termy of haviag high negative EPRs  Davad 1983 Bale (19851 confirmed

David’s findings, concluding thar government price mtervention policies in

the Philippines imphied o redistnibution of income from rueal producens 10

wrhan comuumers, This findiog was reiterated by Lamberte eraf (1985), who
Andicated thay the burden of adjustment m response 10 the economic criks in

198584 was shouldered more by the private secror, particularly the agri-

vuliural and export secton.

“The anti-agnicultural bins of domestic policies was due to the impact of
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export (quotas, and special levies which tended 10 depress farm prices. Fa
responded o producer prices by producing less, thereby lowering fan
incomes. The underpricing of agricultural commodities in the domestic .
ubws slowed the vate of ndoption of new technology and the use of moder
inputs. Positive measures 16 help the furm sector through price support,
gation services, and subsidized credit could pot entirely offset the negatiy
effects of these policies.

CGovernment control on agricultural trade in some commodities, such
rice, sugar, and coconut il has tended o ahift profit guins from !
producers to the government agencies involved in trading these products,

In sugar, it was lound that producers have been subsidizing consumers,
should be noted, however, that domestic policies were not the sole reason i@
the declining and negative protection for the sugar industry during the
1975 1o 1980: the end of preférential sccess 1o the US sugar market with tl
expiration of the Laurel Langley agreement and the US Sugar Act in 197
wis also responsible [David 1983),

Some commercial policies designed to promote industrialization thre
the protection of domestic manufacturing have likewkse disfavoured the i
sector. Bule {1985 argues thut misaligned exchange rates have inhibited bette
agnicultural performance. The protection given 1o domestic manulacturem ¢
sonall tractors and unall water pumps for faem irngation had the uning
effect of increasing their price relative o lirger imported equipment | Bl
19851, This hax fostered the suboptimal we of larger imported tractors
pumps which are more labour-displacing than smaller equipment | Bale |98
Moreaver, yvear-round (rmgation i available only o lowland farmers,
technology and support services for upland farmimg, on which six millid
Filipinos depend for survival, are madequare of they exin ar all,

Impact on agricultural incomes and rural welfare The b aguing

agnculiure before reformm were imitined i 1985 had contribaied 10 ¢
mereasng gap in meomes. The income per worker in indusiry was 4.6 tm
that of an agnculiural worker i 1975 and iereased further 10 5.2 nmes
195 Palicies this comributed (o relative worsening of incomes among
houschalds, where the incidence of poverty was already parmcularly high.

Anather study (NEDA 1984, analysing post=1975 trends, artesis 1o thy

widening wellhre differentials i favour of urban arcas. This was true of al

all the broad indicators of welfare, notably incomes, employment and p
as they were atfecred by government intervention policwes and fiscal operation
In aggregate, the ratio of real average household weome in the rural arcan

that of urban areas declined from (.75 i 1975 0 0,61 m 1982
While agricultural products were generally vulnerable 1o in 1O

prwes, some product—partioularly coconut and sugar -~ were ospecially
adversely affected, Prices per pound plunged from 515 cents in 1984 &
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A5 0cents as of enrly 1996 for coconut oll and from 28,7 cents in 1950 10
L 0cents in Lare 1985 for sugar. Moreover, historical dependence on the US
Cquoti muarket for sugar restrained diversification initiatives, while monapolisie
trading in these commaodities reduced the retarns secruing to small laemers,
But despite the adverse impact of external Gactors and policy biases, agri-
culture still performed relatively better thun the other sectars of the economy.
It showed positive growth of 2.3 per cent in 1984 and 2.4 per cent in 1905
while the rest of the economy contracted (Table 7.5, The sector alwo lired
better in the period 197383 when its growth averaged 4.1 per cent annually,

5 Impact an purernment expendditure

A sgnificant shilt in the distribution of government expenditures among the
mijor sectors linst occurred lollowing the 1973 ol erisis. Prior 0 1973, the
social services sector consbstently received the lurgest budgetary allocation,
However, the government's eesponse to the st ofl shock was (o increase the
allocation for economic services 10 an average ol 42 per cent for the period
1974-78, with the bulk of expenditure going to public infrastructures and
utilities. The shire of social services in total government expenditires averaged
20 per cent over the same period.

Within social services in 197478, education garered, on average, more
than half the ol allocation 159 per cent). followed by social security anid
welfare (20 per cent), health (195 per cent), and housing and community
development (7 per cent]. While the allocation for the social services sector
was declunng, there was an increuse in the share of the defence sector over this
periodd, and the allocation for general public services and debit service ula
sendily mereased.

An analysis of government expenditures during the 197880 period indicates
thar, in real 1erms and on a per family basin, urban regions benefited more
than regions which were predominantly rural. However, the difference is
sgmihcantly lower in the outlays for soctal service sectors than (or the economic
sectors. The allocation for educanon was higher, on average, i rural than in
wrban regions, which i consistent with populavon distribation,

There was a marked change in the level and distribution of government
expenditures alier the second mil shock i 1979, Since 1979, real per capina
povernment expenditure has sieadily declined, falling by 17 per cent between
1979 and 1984 (Table 7.9). During this period the share of debn service rose
from 27 per cent w 42 per cent, while the share of social services iell from 21
per cent 1o 18 per cent (having peaked at 30 per cent i 1982 and economie
services [rom 32 per cent (o 16 per cent (Table 7.10),

There was a sharp drop i socal sector expenditure in 1984, Educarion
expenditare per capita in 1984 was 30 per cent below the 1979 level; per capit
expenditare on both health and housing and community amenites had fallen
by one-third. While expenditure on socul security and other welfare sevvices
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il of the crisis in 1903 -84 Moreover, busic ecomomic and socinl services

it Bave a direct bearing on the income of the poor (credin, price

it subsidies, et ] uve not renched the poor extensively, NEDA (1985
rwed (hat Towsincome Gunilies often did not use services even when they had

esa. Effective acoos 1o basic socinl services such ws health, education, amd

ning B alse beon low hecawse such aecess depends partly on real incomes

Tante 7.9  Real per capita actual nationnl government expenditures, by sectnr, 19
TN 1972 prams )

(OTH 1079 1OHO  JorE ToH2 ot o

Tetal n2 LY LY 0 00 UL UL
Econouic swervices 108 16 126 i i I LA

Agriculiure, foresiry and Which have greatly deteriorated in the more yecent period.
- ' ) " 1
l ':nhmu s ' M 24 5 2 H " A more detuiled description of developments in the social sectors and their
ndiatry, Trade, am X . B “
i U4 (2 " 2 , " 3 ety on human wellare is given in Par \
Litilities aned inframsron ture N i i W w "

Tramsportation wd
Communication, and other
COOMMIIN. MY e

The social impact of the crisis

e socril costs of the tiest oll shock were not as preofbumnd as those of the second

Sovial services W I W 5 i ) b Il shock. The shock of 197374 did not result in any Gl iy average per capits
Edduc ation j‘{ ’";: : : :'; : : “’i; eome and was accompanied by high commaodity prices. However, the 1979
::nllh Gy s | " 1 odl whock was followed by a severe workd recession and a domestic economic

ameniths 0 3 1 7 M 15 5 which reduced average per capita income o the 1975 level, Moreover,
Social security and Welfare hancial capacity of authorities 1o provide the adjustment assistance
andd other social wrvices ' t t " H H prossary i the 1980 wis s longes as greadt as in the 1970x

Navonal defence i 19 7 i i3 ] A As noted above. the poverty situation was already seriows in the early

‘li):;:'*' l;::“‘ wrvhors ;i .‘:. :’; :: :“. ;:: l;i W70s. From 1974, some public programmes were oriented towurds poverty

tation. Public initintives to improve social conditions were evident in shifls
focus and greater conteeffectiveness of programmes. Given the increasing
ol health cave and the persistence of commutticable diseases, o shift from
furative 1o preventive approach to health care was instituted. The Primary
lealth Care concept which seeks the improvement and maintenance of the
health starus of the whole community wis initinted 0 1980, The nationwide

Sowter. Comttmissbon oo Audit. Aensal Flosecal Report. T vears indicated

Tanee 200 Dustribution of actual sationnl porernment expenditure, by sector, 1990~

1900 | pereentiges ) ) 3 renioranion i nutatonad status similsely prompted the laandhing of the
1978 1979 1960 1uB1 0 1%e2  1as 19ee Milippine Numton Programme i 1974, principally aimed ut the valnerable

" W8 922 420 46 209 ws 169 mips - namely, infants, preaschoolers, school children, and pregnant and

YOODOIMMN ArTVIEeS \ - 3 " .

Seciil services 142 2000 ! IR 204 0 Ny tng mothers.

Defenice 1 1 0.0 LR (I A N 40 [T An educanion, although there has been a marked expansion in enrolment af

General public services 1HH B8 1A% a8 1LY 92 11N lovels, the quality and efficiency of education his wonsened through the

Delit service 0 W6 M8 128 174 M0 LE . This fed education suthorines 10 change the Tocus from equity o

Torae 1000 1000 1000 1000 1000 1000 1000

e smprovement of the quality and efficiency of education. Accordingly, the
ogramme for Decentralized Educational Development was launched in 1981
i) pane the gquality and efficiency of elementary education.

Likewise, the population programme was teoriented from simple Tertility
thaction 10 the promotion of 1ol family welfare. From a purely clinicsbased
plentation, the population programme evolved into the Navonal Population
el Family Planning Ouwreach Project in 1976 with stress on respitsible
renthood and marernal and child care as well as fumily planuing.
Thesocial services sector sbwo shifted emphasis from the provision of handouts
¥ direct wmintance 1o the disadvaniaged 10 4 more developmental approach

Sowrve Commmbasbon om Asdit. Awmwtd Fimaneiad Keport, Bw thie yeurs inlicated]

rose over the period, expenditure per capita in social services as a4 whole fel
by one-quarter. Tn 1985 there wis a rise in the share of government expenditure
going to the socil sector.

These trends indicate declining capacity of the public sector 10 provide fo
basic economic and social services from 1979, with further worsening as o

|
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including supporting self-reliance. This ks evident in programmes such
Self-employment Assistance and l’ucuu.l Skills l)r\_‘nlupnwm whcre.
viduals are provided with opportunities (o increass their productivity and
| 4
't'}“;)":';llll!lulﬂli(ln of the National Shelter ngnfmmr in 1975 imegrat Nesiith
previous piecemeal and diffused ac liviliv? in hawsing production, finance, |
regulation. This became instrumental in the construction of zlu( "‘;:m '
housing units, to which Gimilies seeured wecess through the Pag-1BIG Pro

piralling prices, which in wrn balied and even eroded the social gain
nly achieved. The drasie cuts in government expenditures curtailed
ivery of social services such as howing and non-formal training.

detenorating cconomie conditions of the carly 1980 made ncces to
idical services more diffcult, particularly for disadvantaged groups. The
ol hospitalizatnon became prohibitive so than fewer patients, including the
Btically 1l sought admision 1o the private hospitals, The escalating cost of
te medical care mcremsed dependence on governmentasabsidized health
boes such that admissions in government hospialy increased by 6 per cent
19682 and 1984,
These developments led 0 a deterioration in people’s physical well-being us
Mdenced by the perormance of major healih idicarom. Althongh the infant
ality rate continued to decline, the mie of decline has decelerated. From
: 075 10 1980, it declined by an average of two percentage points annually
o i 1982, due 1o improvements in crude dearh ratves and o L _er during the period 19680185 the drrrruar was onlly about one pcrttnug‘r
N s i alenee of malnutrition among presschoolers fell § point annually. Moreaver, the general deterioration in bealth stanus i mani-
mortality mtes l(br, bm;; ot in 1982 wlthough ity incidence remali ed in the higher incidence of morbidity partculardy of communicable
21,9 per cent in 1978 "’: ' W:;ll':hr m“'“m e.x. Negros. fiscases such ws diarthoes, mfluensa, poeamonia, tuberculosis, malaria,
tu;!!.u in reﬂnfn flcl'rl‘-m% ;:‘::l 52 e IO.’S million in 1974 o 15,1 millh ‘ lanfln .usd uh'nmmm'uu:n. . .
Total «’imammn e ed transition and cohort survival Focushion the effects of the high cont of medical care, Medicare cash benefis
in 1962 There were nlw" :ms:::m levels were reporied, |wtlicuuladf increased. The development and uve of herbal medicines and acupunciure
However, low ‘“’"‘j“' Smpecess the shift i focus from equity %o qual puablic: hospitals were also advocated 10 serve as substitutes for expensive
drpmv'td ATTHS, DOCEMINLING (raining outpat of non-formal progras medicines and services. Emplusts wan placed on indigenous health care weh-
education. There wis an lmrtnlﬂl| e and middle skills by various industel logy s well as on the preveative wpeet of health care. Health information
in responise (0 the detnd for mm‘ ar bed by industries because of the il il education, environmental sanitation, and immunization  were Riven
Not all graduates were, however, alwor w' wd fncrories and companien tority. Health programmes towards mutermal and child health, malaria
of direct te-ups between 1:1[;1'1.:: ;:;;'.:‘:::';:;;;ntrmini 10 200,000 how 1 eradication, and the control of tubereulosis, schibstosominsts, and diarrhoes!
Ihe Dmmm.g lmn{r::,‘::‘“r new dwelling unit, upgrading of manginal setl diseases were integrated and intensified . ‘
through the constri e development. Most beneficiaries, however, ca A closer look at the public health budget indicates & serbous misallocation
ments, and sites and seevioes n;"‘;"| \:, our many families belongi | ol health resources. The government continued 1o provide subwidies 1o support
from middle and upper income i rul - 1 of the programme. speciulized health inatitations like the Philippine Heart Center for Asia, Kidney
low-income groups, who were the ociona |n:; -d 'hrl most dissdvasncall Foundation of the Philippines, and the Lung Center of the Philippines which
The outreach of social mvl‘;; pr_'l"?::':n & million during the eight water tw upper income families. Annual subsidies 10 these institutions averaged
groups increased coverage froen 3.8 il vo.- ment snd private cmpi more than S100million, much higher than the resources being allocated 1o
period. Social security S’mm' ;uvm.r‘mlllmlmM':’w are dishursemesits doul more mass-bused programmes like malaria eradication and s histosomiasds
quadrupled from 1972 1o I‘L!BQ. Sim url:!. benefits served (o sugeilll control. During the period 1978 85 the government allocation for malurks
ledd during the same pt:vncnl. For a time, 1 ::f. RS PCOEAN anged th ceradication averaged only about $200nillion per year, while schistosomiasts
comes and sustain wellare. But the advent of the sec control was allotted anly 14 million o vear. The ol subsidies being extended
st tion. W s _ "t to these lnstitutions were higher than the annual government appee thom
hs? wﬁq';ﬁmnqg:::x .:'):1?::::::: :mmk‘mmmm::: e for Primary Health Care (PHO) which bs 4 major amd lmwlcr-&ﬁ%b
1 ; 2 o programme. The four institutions received « total of $220 million (o 198485
about by the crisis triggered widespread unemployment, dwindling ine

Fumd.
Fhe results of these progranumes were cellected in improvement of m

social indicators it the 19705, although pockets of more serious social condil
existed, particularly i the least developed regions. By 1979, |lu"popu y
growth rate was estimated o have ded elerated (0 2.4 per cemt ‘:mm al
2.8 per cent in 1974, The 1980 cenaus, however, teported & 2.7 per |
growth rate reflecting & sackening in the pace of ferility and mortali

duction. |
Life expectancy increased by an additional four years fram 58 ycan in

|
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while government funds o PHC durng the two-year period totalled ol w701 Performance indscatons of government dlementary whools, 1981 1982 js
$45 million i

1ouy a2 fon2 83 198 196485

Hicipation rate IRCH AL nim na
NHON raw 91 52 9110 90 65 a0
it rate 920G Al a7 G210
i sirvivil rate Hh. 56 nhoh oh 2 o0
ol eachor ratn 13 13 1% (B 1}
il rale 292 2.0 2712 "
itlon rate 2 ] ) 6 na

2 Nutritron

With the onset of the 1983 econommc Crisi, ihere has Doen a detenioriation
the nutritional well-being of the people. The period 1963585 exhibivet
decline in the proportion ol presschoalers who are pormal and mildly unt
weight. From 82.8 per comt in 1082, this proportion slightly decreased 1o B3
i 1083, thes to 7.5 in 1984, until it reached 8.0 per cent in 1485,
To respond (0 tie situanon, some less conventionil ummmrhv‘s "
adopted. A special ol discount project was piloted In u.'lrcml mumcpali
with identified nutritionally depressetl barangays as 4 direct approach “."
problem ol low enerty intake among lowsincome groups. The number of &
discount stores financed by the government was increased. The apjiros
however, was not considered contoeffective, due o it high budgetary sbss ared 10 92 per cont in 1981, Retention rates fell fram 92 per cent o i
1t wiss langely urban-hased, competed with the private secior, and didd cets during the S-yoar period: repetition rates incraased fiom 21 por-om
carry cont-effective food liesh " 2.9 per cent, with more students dropping out of the system. Only
I the meantime, evidence of mulnutrition persisted, Results of & Food ' fents out of every 100 completed elementary education in 1984 compared
Nutrition Research lnsuimute survey conducted in October | 984 among b 67 in 1081, Thése treids ave rather stumeiding ithe Hghtof the imples
households in Metro Mauila dsowedd that nutrient intakes of respondes jation of government programmes specilically aimed at rising the quality and
fell short of the recommended allowances Both for families with laid-off 48 biciency of elementary education
employed household heads, The energy and protem muake -‘ﬂ the emph y It terms of .nllurfuhm of government expenditures, educiktion consistently
group were BL3 per conl and B8.2 per cent adeqguate, respectively, high thi pstituted the major chunk of social service expenditures though s share
tose i the laid-off group, whe registered adequacy fevels of ?Q.h;r' cent i plined from 1974 1o 1983, The persistent clumour for higher salanes by
energy anid 874 per cenl for protein, A marked deterioraiion in the adeq ' blle school teachers, manifested in long mass leaves and strikes, resolied in
levels af the nutrient ke of the Octuber sample was alw noted com aher budgetary allocations for the Ministry of Education, Culture and Sports
1o the earlier nutnivion wrvey undertaken in Febroary 1984 ) |!'NM and 1083 Within the sectar, prionity is given o elementary education
The sugir warkers of Negros were among (he hardess hat by the CTisis, b view of the constitational mandite; 60 per cent of national governmens
the higher com of production conpled with dopressed prices 1of SURAT, spenditire went to elementary education in 1985 compared 10 24 per ceny
production his been drastically reduced, leaving sugar workers with little ocated o state colleges and universities. However. a review of the allocanon
wo income. As & reult, many families harely ave one meal 4 day. In 1S ; resourees within the sector is required in order o chanoel limied educanon
26,4 per cemt of children weighetd were Tound 10 be moderately o severs wirces From tertiury o basie education, which s the sector’s foremost
underweight. The regional humpitil in Bacolod City b h‘[lﬂ'ﬂl‘l‘ 470 ¢l ority, whille privite sector investments in tersiary education could be more
and infant dearhs dunng the first Lall of 1983, 67 per venl Iiigher than roisily encouragud; Musnwhile; cutsbucks in trining cxpenditures Wl to:n

e recorded during the same perind in 1964 wwer trainiog outpat in 1984 (172.300) compared o 1985 Z206,600) and the
akodn 1982 (217.3000.

Ministry of Educntson, Culivre, and Sjwrss, Research anid Suansties Divimon, Plammng

.

1 Edwaton

(ose scruniny of the government education sector reveals a gradual detel v G

ation in the quality amd acces o ediicitionnl opportunities lnblc 7010

At the public elementary Jevel, participanon riies, retention rates
cohort survival rates fell while repetition raves incrcased from 1901 10 1964
Only 11 per cont of the 7-12 age group enrolled n public schoals in 19

lowing production experienced & sharp drop particalarly o 1985 when
hitly 17,770 new units were constructed under both government-asinied and
wernment-linanced projects. Drastic cuts in the budger necestuaied the
collution ol deferment of these and other government housing projecis
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the pipeline. A marked increase, however, was apparent in the develops
of sitessand=services schemes which rose wo 18700 ploty iy 1985 from |
plots i 1O e 4 resile of the move 1o focus on the howsing needs of
OO groups.

The tight money situation trimmed down the regular Aow ol funds
the secondary mortgage muarket, sbwegquently limiting the capability ¢
Lanking system o accommodate more horeowers for housing purposes Lngd
financing for loans was suspended for 1985 due toscarcity ol credit resouron
the number of firms closed down and employees and workers found thems
unemployed with depresed  business conditions, increases in Pag-ll
membens and contributions deopped substantially. Certuin sectors even
tated for exemption from the mundatory fund contribution, and this
recently grunted,

To soften the adverse econotnic repercussions on housing and expand
efits towards more low-income members, the interest vates of the Pag-ll
Home Lending Programme were restragtured in 1984 thernhy encou
lower loun values to bhuild more lowecont Bousing uniis. Furthermore,
IB1G shified its throst to provident loans, Le. home improvement and pe
loans (o enabile more members to ase s services

The urban housing shortage remained cnticall particulardy in )
Manila, in view of the unabated migration (o the cites in guest ol bel
income opportunities. As of 1985, Metro Manils slum dwellers were esti
10 have reached 18 million

"~

5 Demographic impact
The major cut ln government contribution 1o the population programme i
$178 million tn 1982 1o S94 million i 1963 construined the promaotion of Fa
planning. which in e affected the attiwinment of targeted contracept
previlence rates (CPR The CPR slid from 41 per cent in 1980 1o 34 per ¢
in 1065 There has, likewise, been a deceleration i the rate of docline i
crude birth rate (CBR ). During the period 197579, CBR was declinimyg an
average vate of about one percentage point while for 1980-85, only an ¢
muted 0.3 percentage point decline was noted, Moreover the preliming
results of the Nanonal Demographic Survey of 1983 indicare thar popu

growth may have been higher than projected carlier on the busis of the 158

Census

6 Welfure o cheidran and other critical concerns

The economic crma has taken u heavy wll an children, There has bee
sgnificantly higher admision vare for abandoned children in govern
child imstitunions. The Receprion and Stady Cemer for Chuldren rep

admissions of 2,306 abandoned children i 1985 compared 10 941 i 198!

7 Philippines
Iy, the number of neglected children served uuder the Ministey of
and Development tose from 1046 in 1983 0 3,239 i 1985
pites that there were mote childeen abiandoned and negleered diriiy
I period than in previous vears. 1 wis s observed (Gt © Wik
ety (0 give up children vight alter hirth.
gre opportunities ke adule emplovment s deiven an
o of children and vouth to the streets solling newspapers, cigaret
paguith. and other commaodities or doing odd jobs such as car il
far wiping to supplement household incomes In Metro Manila alai
children numbered fram 50,000 o 75,000 and the incidence of el
g, stealing, scavenging through refuse, and engaging in pros on |
ihcreased. The exposure of these vouny people o street life T also
prime candidites for drug abuse and juvenile delinguency.
mereasing incidence of crime i reflected in the annual crime rate w
rvised from 320 per 100,000 population in 1980 w 332 in 1984 T
. which include the more serious crimes such as murder, '
Mibory, theft. vape, and physical inunes, consttuted more than or
coimes in 1983 und 1984, Theft accounted Tor over a third of index cris
5 reported cases daily in 1994 compared 0 only 75 cases per d
D mdicating the flerce stroggle for day-tosday survival.
a stopgap measure, social adjustment asistance was extended
hvantaged mdividuals and fanulien. For lud-off’ workens, unemy
ance loans, advance puyments of vacation and sick leave benefi
 of separation pay for those who went on forced leave were extendes
Socul Secorny Svarem. A total of STES million wan released in "
yment assistance loans i 1985, but only 4154 retrenched workets I
use of these lpans, Thas was due 1o the Bt that some retrenched
not members or were nonsehigible for such benefits. Ouly around 60 pet
01 of the 1ol employed labour force were covered by social security in 1984
il 195, Social secunity benefinn pavments amountng o 83 oullion
edicare benefins romlling $438 million were abs granted i 1985,
A siudy by Lamberte eral. (1985) revealed that although social security
reased the inequality of income distribution m the country, payments
gged behind mflation and valnerable pon-members had 10 rely on the
rnditional exiended family sysiem for suppon. Government employees were
wvon less fortunate. The Government Serviee Tnsurance System had o
mpacity 1 extend assistance dunng the 198585 comn due 1o the los prodem
magement of iy resources and mvestments in lowsyiclding assers.
Meanwhile, varows social services reached a ol of 104 million dis
fvantaged individuals in 1985 tapering off from a high of 1 2.6 million i 1984
the wnpact of the crms wins most severely felr.
Social adjustment measures faled 10 abate the corromve effeors of the crms
o family structures and procoses, particularly those of the urban poor.
The chranic maladjustment of some families 10 crms situanons i manifesied

¥ .
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swociologically through noenasupport by the howehold head, wife and € ines need 1o be designed and implemented 1o focus on target grougs.
abiise, excessive drinking, desertion, persistent extrasmarital velations, g and systematic evaluation of impact should be an integral com-
marital undons, abandomment of childven, diseegand for peighbouchood et of programmes towards the low-income. Specifically, the following
and allenation from relatives, For fumilies of overseas workers who have s UIE HeCeswary:

left behind, the sociological problems were of @ different nature. In
{nstances, the lonely and anxious wife wha must take on the stresdul e . Development strategy, The development strategy and recovery programme
dual parent hus been found 1w resort (o infidelity and lor overspendin d be redirected towards agriculiural modernszation and rural based
muaterial goods ws u cgping mechanism (Sevills 1982), ur-intensive progrummes. In this way, economic recovery can be com-
Mtive und effective and the social returns will be shared by the majocity
e population und of the vulnerable groups. Reforms are needed o
1 the distortions caused by usound policies towards the agricultural

VI Cooclusions and recommendations

Lis the 1980x external shocks and econommic management policies contrbu
the worst economic ctisis experionced by the Philippines. While the govern
responise substantially reduoed current uecount and budget deficits and lo
inflation, this was achieved at comiderable social cost. GNT per capita i
itx 1075 lovel amd real wages fell by 10 o 50 per cent. Employment
every sector except services, und the unemployment rate rose. Governn
expenditure on the social services win cut back.

There s evidence of rising malnutrition among children from 1982: the
in the infunt moctality rate decelernted. Participation rates and ret
rates in public elementiary school fell and drop-out rates rose. Contracep
prevalence rates fell und the decline i the crude birth rate decelerated. ©
worsening ol conditons among children i shown by mcreasing numbest
street children,

t policies have penalieed rural agriculture where two-thirds of the popo-
v and nearly three-quarters of the poor get their livelihood . Therolre
Hoptent should be Tocused on their veeds. Structural reforms rec-
phimended include: (@) removidl of all palicy disincentives like high costs of
Linpuits, export taxes, and others, (8 promotion of activites which help
Il larmers guin seces 10 credit, technology, and alternutive prodiuct
firkets: (] expansion of the agravian reform programme, with o comp-
mtary package dbinputs, the development ol appropriate teclinology, and
iprading of extemmion services: () decentralizarion of economic and social
perammes and strengthening of local government unity) (o) provision ol
| infrastructure both for agriculiural production Hrvigation, Bood control,
L and ancillary facilities Trural roads, electricity, ete. ) which will contrilwe
irectly (o short- and Jong-run employment creation: and (/) promotion of
w production at the Bunily level, augmented by costeelTective subsidies on
podt 10 Jowsincome Guilies
The analyss of Philippine development expenience in the last one-and 2. Overcomng the external debt problem. " The debt overhang will continue to be
hall decades shows that despite conscious attempts 10 redress fundamen W drag on development efforts due 1o high debit service payvments unles
probleny, adjustment bas been inadequate. 1o parncular, the substanm fomtructive solutions wre implemented. Hence, development objectives should
resart (o foreign savings and protectionist economic policies contribured o g given top pronty in the implementaton of debt-manigement.
external debt comes, while the inappropriate social respomse exerved a do Equitable sharimg of the debr burden by all parties i called 1or by the
ward effect on human condinons, These deeper problenw necessitare i siuation. Muluyear rescheduling reliel, extending consolidation sl
COLTECHVE teasures. ructurng periods 10w least 10 und 25 yeurs, respectively, s needed.
I'he following recommendations autline the pemspectives which “adjustm nnavative debe burden sharing, conversion of debit 10 equity, and even out-
with a human face’ should adopr. if the aim is o protect and improve the liw nght repudianon or livganon for loans proven 1o have been obtamed in
of the people Traudulent or spunous cireumstances need 1o be pursaed by both crediton and
Fiostly, the new government mst immediately imtane an economic , debior,
programme which emphasizes soructural reforms and improved human ool 3. Redevigmmg stabiszation programmes with IMF opport. Future IMF pro-
ditons, Obwvioualy, this requires an expansionary adjustment process in grammes must give prionty i the resumpiion of economic growth and
10 crente the demand and incentives for growth, productive employment s withoenily provide lor essenual social services 10 address basic needs. T this
an equitable development process. Debit service paymenis should be reduces way, exports can boe generated faster and inermal capaciy 10 pay external
and subordinated 10 growth i the development agenda. Secondly, puli obligations be ramed withour the nisks of generating destructive sociospolitical
policy should be directed wwards attacking the roor causes of poverty. P fensions. The Philippine expenence has established thar orthodox IMF prin.

I Recommendation
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ciples need to be modified 10 explicitly consider the human dimension Notes
economic adjustmenis,

4. Mobilizing mternational support and co-operation The international
munity has responded positively to the needs of countries aflected by ex
economic shocks and natural disasters. This response mechanism should
further enhunced through improved assessment of local needs, in co-operatic preserences
with dotmp. 1o avord 'uudm- duplication of efforts and 1o increase the re Balassa, B (19001, Th New Industrializing Develuping Castitvies Afler the Oil Crisis. Woekd!
and effectiveness of mid Bank Staff Waorking Paper no. 437, Washiogton, DC: Warkd Bank

5. Enhancing ihe impact of wcial vereices, I view of the tight budget Bale, M 1985), Agrewliural Trade and Fosd Policy: The Experence qf Fiee Dolnpmg
dtation, more focused and  cont-affective interventions need 10 8 Comntraes. World Bank Statf Working Paper no. 724, Washington, D World Bank.
implemented on a wider scale, while the reallocation of resources within Carner, G (1901, "Survival, Interdependence and Competition among the Philippioes
should ensure that the bulk of resources goes 10 avowed sectoral prioritie Rural "w'.l'htw-r Socinlugical Reviee, 20 |42 4558,

Therefore, innovative, law-cost, community-based, and ptuplr-;nmcmd " Ca;’lllln. (o.'1 - lD'lQu. Bevend Munila: Phitippine Rm.cl Developmani Pyobiems in Perspectioe.
grammes must be promoted and streagthened. Complementary 1o this shou Dw:«:.:'. ";;;"“.‘é""‘" ”"‘"';:’:’“‘"" :lml’h"l‘h Cemre )

be capacity-building and institutional development measures af the grassng the Wh e "'.‘:’."'" b ";": and Fhi '::"::"" Agreuliure’. Paper presented at
level 1 improve acces to basic services. I mpact of Economic Polices on Agricultural Developmest,

, 2 Pagiytay Clity, Mareh 25-26,
To promote improved health and nutritional status, programmes for i e Dios, ¢ ol (1984), ‘An Analysis of the Philippine Economic Crisis’. Sehiodl off
nization, oral rehydration, breast-feeding, and other programmes lor pu :

Economtios, University of the Phillppines, Manila.
families and vulnerable members should be strengthened and expand Jamberte, M. B ot ol 71905), A Resews and Appraisal of the Government Roponse tn the
Equally important is the reduction of fertility. In education, the thrust 1903 1 Balance of Payments Cronn. Philipgoe nstitute for Develogmnt Stdies
improved quality of instruction and retrieval of drop-outs and out-of-sche i

Manograph Series, oo, 8§ Manila
children, particularly at the primary level, should be emphusized. Governm CSO- National Cesus and Statistics Office - Nationa!/ Somple Surcey of Honseheld
participation in housing construction should be limited o ste and Uulletn
development, shum upgrading and core housing directed 10 the needs |

[various vears) Inbegriated Suroey of Howovholds,
low-income groups. In co-operation with non-governmental organiza i NEDA - Nutional Economic and Develogment Authonity —(1900), “An Inventory of
government should regularly conduct visits (0 asess and address the

Povertysrolated Surveys in the Plulippines’ Manila,
needs of cultural communities.

:':; Some Aapwrts uf Rural-Urban Welfare Differentinl. Mandla
OHS). Sate Kooy & Mowatin oo
6. Enforcing environmental laws, The deterioration of the resource base du : m.._],(r' C o-l.t'";n-;':'::::x‘n’:;'l”m:“lhl- ‘;;:;,:. 2.;:::.;..:. Panig. Metrn
to indiscriminate logging in the uplands has to be arvested through bere Manila: Development Academy of the Philippines, Research (o lkwﬁ'.'m‘
enforcement of forestry laws untl sustained reforestation programmes w ¢ Departinent
would also ahsork the large number of unemployed. The government sho World Bank ( 19080), dspects of Poverty (n the PRilippimer: | Keovew and Aoesment, Wkl |
alsor tuke ecologieal factors into account in its policies 1owards agricult fgton, DC Work! Bank
This Is tecessary 10 preserve the ecological balance for the benefi of fub LO85), The Philippines: Necont Tremds in Picerts. Washington. DU Waorkd Bank,
generntions, Inaddition, watricter enfircement of Tushing laws agains dymamil
fishine and the destruetion of marine life habitats is needed

7 Manitering. Finally, closer surveillance and monitonng of the impact ¢
the adjustment programme bs necessary or imely intervention Maore freqg
specialized suirveys on the status and condition of the bortom ) per cent
the population and other disadvantaged groups should be conducted, like
Low-1ncome Group Study Project of NEDA (1985, b surveys should i
a system for reporting on and predicting bave nuirtional s, Speck
surveys should be initated in depressed arvis of the country,

7 Philippones

1 Using quarterdy esumawes. Another senos shows much bigher imemployment (“
per cont Okctober 1985,
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1 The South Korean economy in the 1980s

In 1980, South Korea stood a1 a crossroads m ity evonomic develog
Export growth, which had fuelled the rapid expansion of the South Kon
economy in the 1960 and 19705, was siagnating in the face of inflations
and world-wide recession. The secand oil crists ratsed South Kore
petroleum import bill from $2.2 billion in 1978 1o $5.6 billion in 1980, wil
the price-nduced increase equal 1o nearly 6 per cent of GNP during 1979 &
1980, These problems were compounded by the intense political instabili
fisllowing the assamination in late 1979 of President Park Chung Hee. Finall
unfavourable weather conditions i 1980 caused a 22 per cent decling
agricultural output, equivalent 1o over 4 per cent of GNP
As it result of these difficulties, real GNP in South Korea recorded a 5.2
cent fall in 1980, the first such decline in nearly 20 years While the econom
rebounded somewhat in 1981, the increase in non-agriculiural GNP was o 1
3 per cent. far lower than n the past. Furthermore, between 1979 and 196
per capita real income declined by around 10 per cent. Thus the new it
leadership which assumed power in 1980 had 1o contend with several
problems, both imernal and external, before it could steer the nation ba
onto the path of high growth. In particular, four issues arising from Sou
Korea's expenience over the previous two decades demanded special attentio
The first of these dealt with the style of economic management. Ever
the launching of the First Five-year Plan in 1962, the government had exert
tremendous influence in all aspects of economic planning, From 1963 o 19
the South Korean economy grew at the remarkable average rate of 0.9 pe
cent, with exports and manufactured output increasing annually ar MK
and 188 per cent, respectively. This high performance, Towever, had L
paychological effect of making managen overconfident and thus less wary
potential problems—many of which surfaced in the late 1970y,
By 1981, South Korea's GNP had risen five-fold (o over $60 billion, and §

was apparent that no lauger could the nation's inereasingly sophisticated

sstensive econumy be direvted from above. Rather than a heavy-handed,
spedown system ol management, more reliance needed 10 be placed on
entralized  market mechanisins o cationalize and improve the com-
itiveness of South Korean industey. o this regand,  broad liberalization
ort touching on the financial sector, the trading system, and the muanagement
o public enterprise was required. Caompetition throughout the South Korean
momy needed to be balstered; the lnfluence of government in the decision.
nking of private firms needed 1o be reduced.

A second bsue stemming from South Korea's early development was the
for stubilization of both prices and wages. A tightening labour macket
ing the 1970y coused money wages in the manuficturing sector (o incrosse
4 per cent per annum. Wholesale price increases, meanwhile, were als
the rise, jumping from 12 per cent in 1978 1o 39 per cent in 1980, During
lese yeurs, however, productivity rose by only about 10 per cont per annum,
This internal rate of rapid inflation had been preceded by a long period of
moderate (o high inflation during 1960x reinforcing a pervasive peychology
ol inflation which made wage and price reductions difficult In addition o
these problems, price uncertainties skewed the efliciency of resource alloca-
1, both on the government and hirm level. Fiscal susterity on the part
ol the government was another important prionty, as the budget deficit as
percentage of GNP had been rising steadily throughout the 19700 A
policy of fiscal and monetary stabilization, it was felt, would address these
1es.

Third, South Korea needed (0 pursue a wide<ranging programme of struc-
tural adjustment. In the early stages of its economic development, South Korea
relied on exports of low-scale, labour-intensive products 10 spur growth. As
the warkl economic system deteriorated in the 1970 however, protoctionism
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in the advanced counines became more prevalent and compettion betweett these wreas are often wone than in the rural areas from which the »

the developing countnes themselves became very wough, especially in lubours wnally migrared

mtenmive manufactures. Partly m response 10 this situation, and partly in

FEsprOTAe 10 tl}r perceived need 1o establish a domestic defence industry, in t e Il Adjustment and stabilization policies

carly and mid-1970x South Korea urgeted ‘siraregic’ heavy and chemical

ndustries for development, Building up such indusines from scearch required woed with these presing challenges. the new government launched i ¢
& masive transfer of investment funds away from the madinonal hight manus hersive ecconomic reform package designed o revitalize the eoot
facturing sector; in addinon, preferental “pobey” loans —olien a1 negative resl lsier the competitiveness of South Korean industry, and addres the it

interest rates —were granted 1o firms i the ‘strategic’ sector. As a resule, th ; inbution problem. Ar the centre of the reforms were four braad g

heavy and chemical industnial drive was marked by averinvestment in velas 0 stabilizavion 1w curb wage and price inflation; liberalization o ree i

tively inefficient projects while also severely restncung the development of th | the cconomy rowards market principles structural adjustment 1o increas

financinl sector woductivity, employment, and competitivenes: and efforts 1o improve sock
Toduy, some of South Karea's most competitive indusinies — electronion pellare in line with the other palicy objectives.

steel, and engineering —are part of the so-called ‘strateme” sector. Nonetheless

while these huve prospered, the competitivenes of labour-intensive indust IR Csbification

hiss been eroding, expecially with the rise in price and wage inflation, In sh

South Kotea's pattern of comparative advantage w shifting, and the natl ehimmare the destructive cyele of inflation. the government introd

must move up=stream into skill-intersive production of higher echnologs of tight monevary and fiscal measures. Aggregate demand was conty
goods I growth b 10 be sustained. This will vequive a signibcant realignmen ugh a resinenve monetary policy which aimed at Timiting the o
ol both the industrinl and employment structure, as well as the cultivation o e of expansion of the money supply. More important. however, «
scientifically tratned munpower. iplementation of » programme of government fiscul wustericy

The last isue concerns the desirability of balanced drvrluwm'm During Wi expenditures, which throughour the 1950 Tind been running in de
the first 13 years of South Korea's economic expansion, income duparities e cut back sharply; in 1984, the government even froze sponding st I
witdened, especially tn the 1970s, as skilled workers in the heavy and chemio Wels. The suceess of this ught fiseal palicy is apparent from Table B2 the
Industries earned far more thun thetr unikilled counterpart. Tn addition, thee | government budger deficit as o vatio of GNP dropped from 5.6 per
was a4 wide income differential between agricultural and non-agnculiu i 1981 o just 1S per cent i 1985,
workers,
The disparities between urban and rural household income undencored

i ¢ “.' Ll fu : . N
another troabling problem, that of regional balance. Through South Ke TARLXB2  Bodgel deicit ar pervemtags of GNP, 15781985

history, & preponderance of national attention, resources, and imvestment liave Rudger deficir Dehen /GNP
been focused an the capital, Seoul, and since the carly stages of South Korea! (W bition)
industrialization, the population of Seoul has grown dramatically. From 197 197m - 6267
(o 1980 wlone, Seoul grew by aver 21 per cent, and with & current pnpulatiau 1979 — 4383
almest 10 million comprises roughly a quarter of the nation's total populatic :::: . ;j::;
While trends of urban migration are difficult 1o measure, it s safe to - o — 32180
thit the biggest factor in Seoul's population boom hus been an influx of rorsl 1963 — 00 |
residents seeking employment opportunities in the ciry 19 = 1.000.5
The incredible growth of Seoul has had a number of negative side effects 1945 =237

There has been a disproportionate allocation of resources 1o the city, for ar
primarily at the expense of more remote areas. These resources include n ol
anly development finunce and industrial investment, but also services lul:h A
schools and medical fiaeilities, In addition, the sharp rise in populition ha hather impoctant companent of the stabilization programme mvolved
exacerbated an already tight housing market in the capital, resulting in th pdlev obviomly esential to break the inflationary oend of the
spread of low-income squatter ureas, Health, sanitation, and welfare condith - By bsuing suggested guldelines for wage inoreases and M

Kowrie: Mimiiey of Finanes
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government employees” sdiries, the government s engaged in strenuous
efforts 10 keep nominal wage increases ut remonibile levels, Todeed, these
actions seemed 1o have worked, ws average nominal wage increases dropped
from 204 per cent in TOR0 16 0.2 per cent in 1985, Real wages, after suffering
declines in both 1980 and 1981, rebounded in 198285 with an avetuge
increase of 7.0 per cent, down from T per cent in 1978 TTalile 8.3

Tavre B3 Wage increases, 1978 - 1994

Nominal wages Reul wages

Lavel freaw Laovel! Increase

Lo S Twon) L
1978 1L 35.0 169,250 8.0
1974 142,605 2.5 15,610 a5
(] 176,050 Al ) 176,054 -4.1
1981 212477 0.7 175,167 =05
149402 245,091 158 189,071 79
1983 2119 1o 200, 062 i
1904 296,907 a3 215,775 03
1945 124,083 942 229 940 b6
Sy Miniwery of Lahour, Repert sn Mesthls Labsar Swivey
“mvonthiy
" e

A further measure designed o stabilize wage rates has been o steady
reduction in the government’s procurement poce for rice, South Korea's stag
crop: there was 4 25 per cent increase in 1980, but this figure dropped 10
n POBS, a shight 3 per cont re in 1984, and 5.5 per cent rise in 1985,

Real estare speculation has alvo been targeted as an area for stabilization.
With the excepuonally rapid expansion of Seoul during the 1960s and 1970
speculation was rampant, especially on apartments in the newly developed
residenual disinens in the south of the city. As o resln, 0 great deal o
domesncally generated capital and savings were being siphoned off into no
productive sectors, 1o the detriment of the economy ax a whole. The g
ment has snce cracked down on speculutors, adjustng the wx structure
mibjecting all real estare wansaenons 0 wugh serutiny. o additon, a
passed i 1982 and scheduled for implementation in 1986 will require ful
duclosure of all real exare holdings. While speculation continues, it appes
10 be les widespread than belore; more importany, hoosing prices seem §
have stabilized as well

The mont ambntow and umgue element of the government's stabilizang
programme, however, has been a nanon-wide economic education campai
The obyective of this campaign has been 1o break the peychology of nfl
through better understanding of the wsues. The government p!lwlivd

all subsidized “policy” loams have been eliminated, and the goves
Jomger targets certiin areas of the economy for preferential fira val b

8 Sowth Karea

could not simply mandate an end 1o inflation, but rather had W convinge the
South Korean peaple of why price stability was in their own best interest sl
why certain painful measures were nocessary in the short run 1o alleviate
long-term tensions. This campaign has been promoted through tele
newspapers, and other media; in addition, the basic concepts of the stabili;
policy are being tuught in schools. T this way, it is hoped that u gmcul
awareness of the problems of inflation will arise, and that o comensus o slve
these problems will develop.

2 Liberalization

In conjunction with its stabilization programme, the government hus alio bees
paarsuing o wide-ranging policy of economic liberalization, Through o variety
of internal and external reforms, the government is attempting (o give more
autonomy to the private sector while at the same time allowing market
principles to play & larger role in the cconomy. As mentioned before, 1 4
government has long been the main actor in nntional economic i, o
an important legacy of the fiest Tour Fivesyeur Plans was the rrmrnlludm
economic leadership. Under the liberalization policy, however, the unent
mdeliberutely removing isell from centre stage. Rather than tghtly contre
the economy in a top-down fashion, the government is secking to t by
it role mto one of a policeman, setting guidelines and intervening i Hk
marketplace only ax need demands. Tn many respects. this i a radical de;
from South Korea's previous forms of economic management. but one w
reflects the incremsed size and complexity of the Sauth Koreun economy,

A first element of the liberalization policy was the enactment m 1981
Anti-Monapoly and Fair Trade Act. Thix prece of legibation estublishe
Fair Trade Admimsieanion as a burean within the Economie Plana
South Korea's economic ‘superministry’. Respansible for overseemg
nes of the nanon's large business groups and reducing unfair rrade pe
the Fair Trade Administration has a very important potennal imyp
the suthonty 10 counter monapolisne acnons, bur as concewved
be rerpuired 10 exerese thar authonty very often. Rather, the Fan 1
Adminwtranon w meant w have a preventive efieer—mn other
existence of the organization will disuade busines from entenng &
opolies.

South Kovea's industrial policy has also undergone a very fun
change as part of the libecalizatnon effirt, In the 19605 and (970
sevtors roceved preferential fmancing: wnder the liberalizanon ~,‘

¥,

.: L
wiment
Market forces increasingly dictate which secton will prosper. This i ." iy

A

w significant change from South Korea's earlier growth straregy, but i wdltm a
the reality that the subwidized loans policy had resulted in overinysstment i
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Mimne fpdu.-tnn. unbalanced industrial development. and an underdevelope Bur DA Average tavifl rates amd the import liberalization votie, 1978
finanuial sector. .
In this regard., liberalization of the financial sector is another key compo
of the government's current economic reforma. One of the first acnons 1Ak ; 1970 1979 1080 1981 1082 1983 1984 1985
i this area wits 1o denationalize the five commercinl banks. Previously, the ——
government was an abwolute majority stockhiolder in all South Korean oo
mercial bunks, and while the government still holds a substantial pereentage of
bank equity, its influence over banking operations s dimmshed conmderal
Furthermuore, entry barriens for foreign banks have been lowered, which b
increased competition and thus allocative efficiency, Foreign firms abwo h
been given greater acces w the South Korean secunities marker. A last element
of financial sector liberslization, interest rate deregulanon, has not yer bees
accomplished, however, as there are fears that this step would lead to o high
rate of inflation. 1 view of this possibility. the move wowards deregulation wil
by gradual
The government hus also been liberalizing the management of public entees
prises Loy an effort 1o lesen direct government intervenion i such et
boards of directom have been credted 10 supervise operatiom, Govern
representatives still sit an the board of directors of public enterprises, but §
general, management has become much more apen In addition, & per b
formance evaluation svstem s been inteoduced for public enterprises A bon
system linked to performance has been imstituted, with moentives provided R
those public enterprises which show sgnos of excopuonal performance
The most significant— and controversial—aspeet of the liberalization
gramme, however, has been import liberalization. Again, import liberalization
is designed 1o hartiess the market mechanism o ynprove the quality of Sout
Korean products, During the 1960s and 19705 imports were tightly restricted
and comsequently South Korean manuiaciuren faced little outside comy
tition. Quality thus lagged behind the levels achieved in ather countriesy
threatening South Korea's export-dependent economy. Tmport liberalizas
tor, by introducing foregn competiion ar @ steadily increasing pace,
expected ta presure domestie producen 1o enhance hoth productivity and L
(uality. '
To be sure, this policy has enconntered great domestic opposition, especially
froms the business sector. There i a widespread pereeption as well that impe rn
liberalization will have a negative effect on the balance of payments, an arel
i witbeh South Korea has run siesly deficits. Given the deteriorating state o
ihe world truding sysiem, however, the South Korean government felt that
thie only way 1o diffuse protectionist sentiment against South Korean products .
was to open the domestic marker. Accordingly, the impont liberalization rati .
s risen fram 68 2 per cont in 1980 to B7.7 per cent in 1005 aned by 1906 will
reach over 90 per cent—the level of most indusirial countries Tariil rutes has
been reduced concurrently, and in line with the government’s goal of fosteri
i competitive domesne environment, foreign investment restrictions and re

art liberalization min 59 s82 ol a4 47 Ton NOA RET
W rate W M9 MY MO T BT N0 0NN

Minwtry of Commerce wnd Tndisiry . Mintitry of Fisance

st have abso been cased. Both the impart liberalization and il figures
presented in Table A4,

L Structural adyjustment

i keeping with the chunging pattern ol global comparative sdvantiage. South
prea is i the process of attempting (o iransiorm its industri] structure. As
wed, in recent vears South Korea's competitive edge in laboursintemsive
fustries such ax textiles and parts assembly has been eroding as other devel-
countries Have become more advianced. At the same time, the pace of
wilogical development in the industrial countries has been mereasing,
king it ever more difficult for South Korea to enter the high-growth wechs
dlogy marker. These two fuctors, combined with South Karea's rapidly
punding work Torce. necessitate & fundamental change 1o the sroetuee of
e South Korean economy.

Science and technology form the basix of South Korea's strocoaral adjns
i policy. Indigenous wehnological innovaton us well ax adapration of
iz technical advances are bath being stressed, as are programmes 10 1ramn
utific and technical munpower. To addinon, by offering incentives and new
sportunities 1o talented South Korean scientists educared in the developed
uintries, the South Rorean government i attempiing 10 reverse the brain
i that has plagued s many developing counmes. Finally, scientific
wearch institutions, such as the Korea Advanced Institute of Soence and
Technology (KAIST), have heen upgraded and expanded. The combined
ec1 of all these sieps, it s hoped, will result i both higher quantity and
uality of saennfic manpower

~ (ther government efforns have been directed towards increasing public
weognition of the importance of saience amd technology. A notable step 1o
her this goal was the ereanon of the Sewnce and Techoology Promotion
neil. Other measures o bolster the sirength of domestic technology include
and credit incentives granted (o firmes mvolved i scientific and tock-
gival research. Government research and development expenditures have
heen inceeasing as well, and the percentage of R & 1 1o total GNP has riven
dramancally i recent year. I 1978 anly 065 per cont of GNP was directed
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BLE B4 eerape Loriff rates and the import liberulization vatie, 1978-1985

)

some industoes, unbalanced mdustrial development, and an underdevel
fiancial sector
L this regard, liberalization of the financial sector is another key compao
of the government’s current ecanomic reforms. One of the first actions ta
in this area was to denatiomalize the five commercial banks, Previously,
government was an absolute majority stockholder (n all South Korean ¢
mercial bunks, and while the government still holds a substantial percentage of
hank equity, its influence over banking operations has diminished considerably.
Furthermore, entry barriers for foreign banks have been lowered, which
increased competition and thus allocative efficiency Foreign firms abso have
been given greater access 10 the South Korean securities market, A last element
of financial seetor lberalization, interest rate deregulation, has not yet beep
accomplished, however, us there are fears that this step woulld lead 1o 4 high
rate of inflathon. Lo view of this possibility, the move towards deregulation wi
Ise graddual.
The government las also been liberalizing the management of public enters
prises. In an effort to bessen direet government intervention in such enterprise
hoards of directoms have been created to supervise operations, Government
representatives stll it on the bourd of direetors of public enterprises, but in
general, management has become much more open. o addition, a pers
formance evaluation system has been introduced for public enterprises. A bon
system linked to performance has been instituted, with incentives provided fon
those pubilic enterprises which show signs of exceptionl perdformance.
Fhe most significant— and controversinl aspect of the liheralization pros
gramme, however, has been import liberalization, Again, import Hberalizition
is designed to barnes the murket mechanism o improve the quality of South
Korean products. During the 1960s and 19708 imports were tightly restricteds
and comsequently South Korcan manufaotiurens laced little outside compe
tition. Quality thus lagged behind the levels achieved in other countries
threatening South Korea's export-dependent economy. Tmport liberaliz
ton, by introducing Toreign competition at a steadily increasing pace,
expected (o presure domestic producens o enhance both productivity ane
puality,
T be sure, this policy his encountered great domestic oppaosition, especially:
ot tho bandesactnr. Thiee i 1 wittepraus peropeion e b of all these steps, it w hoped, will vesult e both gher gquantity and
liberalization will hiave a negative effect on the balance of payments, an ares B e iR manDower
i ich § . . ; feterioratng state ¢ ' ¥ .
b’ el Bouthy Knsin Tue s stanly Golicim: Lot thare A govermoent efforts have been direvted towards wereanng public

the world trading system. however. the South Korean government fely (b mition of the importance of soenee and technology. A noable step 10
the anly wity to diffuse peotectionist sentiment agamst Sonth Korean produce ther this goal was the creation of the Scienee and ;-‘:1"..;"". l"tumu'!il

wits (o open the domestic murket, Accordimgly, the tmport Iiberalizanon ratio B | Other mensures 1o bolster ,h,.‘,r;n th of domestic m'h:::lc  Ine lm;:
Hus eisen Trom 68,2 per cent in 1980 10 87,7 per cent in 1985 and by 1986 ' e and credit incentives granted o ﬁmf imvolved 1 scientific ?,,d tevhe

1978 1979 19680 1981 19682 1O8% 1984 1S

" 1 liberalization ratio BEN GHZ ol o 6bA T4T T ﬂ.;.d Wil
Ml ate T M0 M0 M0 27 N7 e AN

s Minbatry ol Commmerce amd Dndustey; Minkstry of Finamer

hive dlsa beon eased. Both the tmport Hberalization and tafl lguves
presented in Tuble 8.4,

L Ntrwitural adptiment

I keeping with the changing pattern of global comparative advantage, South
orea i in the process of attempung to transform its industrial strocture. Ax
. morecent years South Korea's competitive edge in labour-intensive
rios such ax textiles and parts asembly L been eroding us other devels
countries have become more advanced. At the same time. the pace of
ogical development in the mdustrial countnies s bheen increasing.
mg 11 ever more dithcult for South Korea 1o enter the high-growth techs
iy marker. These two factors, combined with South Korea's rapidly
nding work foree, necesitine o fundamental change i the strocture of
South Kovean economy

nee and rechnology form the basis of South Korea's structural adjuse
1 policy. Indigenous echnological imnovanion s well as adapation of
agn techmcal advances are bothy being stressed, as are programmes 1o i
nhe and sechmeal manpower, Inaddinion, by offering meennives and new
pporiuminies 10 wlented South Korean sciennsis educared i the developed
punines, the South Korean government s avempnong 1o reverse the bram
that han plagued w0 many developing counmes. Finally, sowennifie
b swstitutions, such as the Korea Advanced Towiine of Sowence and
(KAIST ), bave been upgraded and expanded. The combined

reach over W per cent - the level of most mdunrial couniries. Taniff rares ba ieat tememrch. G |
been reduced concurrently, and i line with the government's goal of fosenng evn e reaning .'"u and :;: I l' "1? am:‘;i;v;lc 'I, "" :m“' GNil:mh: h.i e
i competitive domestic environment, foreign INVestment Testriciions and regus dramatically in recent ;"n In 1978 mm 63 per cent of GNI* was directed
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towards domestic research and development, but i 1984 the figure reach: d
128 per cent aned will continue to increase. Nonetheless, South Korea sill
far behind the developed countries in this respect— i the United States
3 per cent of GNP bs spent anmually on R & D and must allocate a
proportion of its resources (o research and development.

The focus on science and techinology is designed to create a better envire
ment iy which smooth structural adjustment can take place, The liberalizing
policies are in themselves conducive 10 structural adjustment, bur will
time 0 have & real impact. The problem, however, is of the moment,
South Kotea cannot wiit for the liberalization programme o effect the nece
wary changes. Government packages of tax and crediv incentives 10 awe
companies in the early stages of adjustment 10 make a smoath transition hav
started, hut much more needs 10 be done. Stroctural adpsiment is a very
urgent iue— both in South Korea and elsewhere—and deserves prompt and
elfective uttention.

illion people, or same 8 per cent of the population, are covered by (i
pgramme. which provides all medical services Tree to those below the poverty
i whio are unable to work. For those low-income pemsons able to work, the
piratme pays for 30 per cent of bospitil costs und all outspatient expenses.
ment expenditures for the medical assistance programme hiave grown
Hly, from B.1 billion won in 1980 to 305 bllion in 1984 | Table 8.5)

Le 8.5 Medical insurance and wad, 1978 1985

Medical insurance Medical md

Eligible "ol Expenditgre  Eligible “oul
persons population W) persans popuitation
AL (LLY

17 105 S661 2045 57
7.9 20,7 0718 1M ad
9,114 4.0 amn 2042 5h
11,406 205 16,952 172 a6
13,513 KR ) 20,50 17 1.5
15577 9.0 0516 1724 94
17,050 120 10518 125 o
17.580 AR 325 UL

¢ Soctal welfare

0 the course of South Korea's industnializaton drive of the 1960 and 19708
improving the mavon’s social welfare system received relatively low g i
ment priority. Wellare funcuons were bascally the respansibility of the peop .
themyelves; with GNT' per capita riing rapidly and with South Kore
traditional extended family system, it wies possibile 1o direct attention towards

other arens. Even so, consderable progres was made, both in health Funthermore, health msurance coverage has been extended sgnificantly.
education The intant mortality rate fell from BO in 1960 1o 37 per 1,000 liy iy 105 per cem of the populanon had health wsurance w 1978, o year
births tn 1980, while the death rate for children aged |4 declined even listes, o the programme began, but by 1985 over 4534 per comt were covered.
e from Y per 1000 a0 1968 1m0 q per 1000 i 1980, School enrolment ra ) "."u."v CTEANM WAs ."""Kh' abow par"'“"’ h) govermment uy‘du"u"
who rose impressively: by 1980 they were over 100 per cent for primary schos el i 1979 made ssurance compabaory for all government olficials aml
and borween 80 and 100 for secondary schools twanchers, In 1980, further legdaton extended coverage o all milicay
By 1980, however, social wellare was becoming an increasingly tmy i and e 1981 w0 pessoners and ther dependents. Those e the
wone as the maton became more urbanized and it people required prty group have been covered under the medical assistance programme
educanon. Motivated by these social presures, the new government in 19 M Ay inception in 1977
emphasized as one of its primary goals the development of a4 welfare ' neral assistance to the poverty group has also been expanded consider
However, following & reassessment of national priorities, the govern y Thome who are capahle of working are given better chances at ohtaining

adopted a strategy to pursue sockal welfire policies in harmony with the athe plymient through expanded job oppartunities and teaining, although direct

y - 1 W
policy thrasts of stabilization, liberalization, and structural adjustment, w , of programmes are made available only to those who cannom work due
were deemed of greater short-term significance for the nation’s economit

R ihrmity or age. In addition, the children of those in the lowsincome bracket
health. To date, therefore, the government has not been very aggressive o ranted tuition exemptions for middle shool and for vocational training
fostering the “welfure stare’, although it does recognize the long-term com

Wites. A satlonal persion scheme b also under review, with the timing and
plementarity hetwern economic growth and improved social wellare. "? “Ndl # scheme being considered.

A number of programmes have been implemented, however, especially in M government expenditures on wellare have shown a steadily increming
the health and medical helds, In 1970, 4 modical asistance programme wi I, eapecially during the 19705 As a percentage of overall government
arganized so that members of the lowest income groups could receive medic Y

s, wellivre expenditires rose from 204 per cent in 1974 1o almost 30 per
cure which they otherwise would hiave been unable to afford. At present, i duriig 1982-85 The largest component in this figure wis education,

e Misry of Heshih and Soctnd AfTuis
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towards domestic research and developrment, but i 1984 the hgure reac
128 per cent andd will continue to increase. Nonethieless, South Korea sull
far behind the developed countries in this respect— i the United States «
3 per cent of GNP is spent anmually on R & D and muxt allocate a great
proportion of its resources (o research and development.

The focus on seience and technology s designed to create a better envi
ment i which smooth structural adjustment can take place, The liberalizi
policies are in themselves conducive 1o structural adjustment, bur will
time 0 have & real impact. The problem, however, s of the moment, wnd
South Koted cannot wait Tor the liberalizavon programme o effect the nece
sary changes. Government packages of tax and credis incennves 10w ! Eligible " of Eapenadiiure  ligible o ol
companies in the early stages of udjustment o make a smoath transton have T populatinn Wi prosom poputation
started, but much more needs 1o be done. Structural adjpstment is a very 100 0

oo people, or some B per cent ol the population, are covered by (his
ramme. which provides ull medical services free to those below the poveny
8 whio ure unable to work. For those low-income pemons able to work, the
pramme pays for 50 per cent of bospitil costs wnd sll outepatient expenses.
) ment expenditures for the medical assistance programme hiave grown
v, from B. 1 billion won in 1980 to 30.5 billion in 19849 1 Table 8.5)

ANLE 8.5 Medical msurasce and wid, 1978 1985

Medwcal inmsurance Moedical md

urgent e both in South Korea and elsewhere—and deserves prompt and LU0 10.5 5 661 2045 59
elfective attention. 7,791 07 0718 L1IM a7
9114 M0 an 2042 Sh

11,406 2.5 16,952 1.2 an

¢ Noctal welfare 1513 NER .50 L0 9.5
; : 15,577 900 A6 1724 44

In the course of South Korea's industnalizavon drive of the 1960s and 1970 17.050 42.0 10,516 1.2 na

improving the navon’s social welfare system received relatively low gove ', 17,500 1.4 3.2 no
ment prionty. Wellare funcuons were basically the respansibility of the peoph
themselves; with GNP per capita rimng rapidly and with South Korea!
traditional extended family system, 1t wiss possibile 1o direct attention towaeds
other areas. Even so, conmderable progres was made, both in health hermore, health msurance coverage has been exvended sgmibcanty.
education The mtant mormbity rate fell from B0 in 1960 to 37 per 1,000 105 per cem of the populanen had health wmsurance e 1978, o yoar
births (o 1980, while the death rate for children aged -4 declined even faster, the programme began, but by 1985 over 454 per cont were covered,
L. from 9 per 1000 i 1960 1m0 2 per 1000 in 1980, School enroltent rathos ' dumum merease was brought abour partially by government legmlanon
whwo rose impressively: by 1900 they were over |00 per cent for primary schos ; el i 1979 made swrance compubory lor all government officials and
and berween 80 and 100 for secondary schoals twachers, In 1980, further legadanion extended coverage o all militay

By 1980, however, social wellare was becoming an increasingly importas e and e 1981 10 penoners and their dependents, Those e the
weie as the manon became mare urbanized and its people required : group have been covered under the medical asistance programme
educanon. Motivated by these social presares, the new government in | o ity inception in 1977
emphasized @ one of its primary goals the development of a welfare | assistance 1o the poverty group has also been expanded consider
However, following & reassessment of national poiodities, the government . Those who are capable of working are given better chances ar ohtaining
adopted a strategy to pursue soctal wellure policies in hiarmony with the othe iployment through expanded job oppartunities and training, although direct
policy thrasts of stabilization, liberalization, and structural adjustment, w programmes are made available only to those who cannot work due
were deemed of greater short-term significance for the naton’s sconomi mity or age. In addition, the children of these in the lowsincome bracket
health. Ta date, therefore, the government has not been very aggressive nted tuition exemptions for middle school and for vocational training
fostering the “wellure stare’, although it does recognize the long-term A mational peosion scheme b also under revies, with the timiig anmd
plementarity between economic growth and improved social wellare. dlﬂtb a scheme being considered.

A number of programmes have been implemented, however, especially in t expenditures on wellare have shown a steadily incressing
the health and medical helds. In 1979, 4 medical asistunce programme wa qpchl!y during the 19700 As 4 percentage of overall government
arganized so that members of the lowest income groups could receive medica wellare expenditures rose from 214 per cent in 1974 to almost 30 per
care which they otherwise would have been unable to afford. At present, ove ) i duriig 198285 The largest component in thiv figure wis education,

Mistry of Heshih and Socsal Affuis

{ il

1%



Tante 86  Trends in povernment weial welfire expenidttures, 1974 and 19781985

104 1015 Growth

1903

1978 1975 14980 1481 1€

1971

197885

Sk and Willigmun

L3837 W3

$6305% 4202
2. 1800

31,5719

1,972 | BSS |
14656 L9805

9545

BTN

Toras

n3
175
223
457
22

2109
hS
7666
1504

24793

|
172.9
600

LGS
1o.7

%

1.4
5609

5890
1n3s

54
e

1406
L)

104

496.3
iGis
Mn

530

i percemtuge af gocernment expensdiiury)
M5

1911

1244
L
4579

105.5
me

wes 0
San
28350

605.0
o83
1892
55.0
i

1847
131
618
162
na

Social secunty
Haoving
Ohers

Education

Heulth

7 e LR

.

M1

25

-

204

Torat

=moo®
g Rl
LRI E &
Py - - -
S 0.
h—_—_—s
-

-oon3
‘—’ls:

-

8Os~
- — T
- ~2Q
>z -
~ e ™M
e
Bh o -

Education
Health

Soctal sccunity

Housing
Othen

Sowrre: Economie Mlanmmny Board

& South Norva

el went from 137 per cent ol tal government n;rmﬂmmlh 1o
hout 17 per cent during 198285 Although this indicates an ety 1
vot mssistunce, expenditures in other areas, notably housing, " -
pgistered un increase. Table 8.6 containg o detailed hreakdown of pul
wellare expenditures. o
Two other social wellire policies are noteworthy. The Liveliliood Protecth
gramme, based on the Livelihood Protection Act of 1961, provides |
tance for those deemed alsolutely poor. To-kind grants in the fon
are given to those unable w work, and cash assistance for M "
iition expenses by available. Lo 1982, about twe million people, or
per cent ol the population, received benefits from the Livelihood Protes
ramme. The other policy bs the Community Primary Health Dot
amtration Project, initiated in 1975 desigoed 1o improve health and oot
areness and edocation, especially in cural areas. This project hus b
xiend the health care system into many regions where such services
' e SCArce.
A more ambitious ares of endeavour has been the government’s effts 1o
Adress the problem of regional disparity. Rural household income has.
Bagyed behind urban income, and the agricaltural sector s widely
one ol the major constraints on the growth of the South Korean M
In 4 move to raise the standard of living in remote rural areas, therelisee,
ore off-larm employment opportunities are being ereated Rural industeia)
plexes have been estublished in 4 oumber of regions, and several sl
vus have been targeted for gradual industrial expansion
A primary objective of this programme {s (o inerease rural income withou
rring the Kind of urban migration that bloated the population of South
s urbun centres durtng the early period of industrialization T this
rdd, the government hias also been studving wavs 1o reduce the con.
fentranion of population in Seoul by stressing the development of other cities,
he entre problem of regional development. however. remaing o thormy
we. Many of these problems have not yer been adequately addressed,
4 the government arbours Tew illuvions that they will be solved in the

Evaluation of current reforms and the impact on social welflure
- Owerall evatuation

roiraspect, the sabilizaton aspect of the government’s reform programme
heen l'uid)' successful in achieving (s goals. As seent in Table 8.7, the rate

‘ r i consumer prices declined rapidly, from 268.7 per cent in 1980 1o
My 2.5 percentin 1985, Furthermore, current forecasts project that incresises
vemain at about this level in coming years, perhaps reflecting o breik from
wflationary expectations of the past. Price stability has been accompanied
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Tanve 8.7 Price trenads, 19781985 o terms of loreign mvestment, liberalization seems to huve had a very
[ pereeniage raie uf change 1350 = X)) plive effect. After several years of relatively stagnant growth, including a

T T T v T Y s cent drop in 1980, foreign investment expanded rapidly in 1984, makiog
= - TR e o3 v T o 1 per cent increase over 1983 1o reach SI.7H.7 million. Figures for 1985
Whkdraabe s & Inn UL B & ny ot " Wicate & continuation of this trend (Table 8.9)

taner Bast 18 Kamen

baner B9 Foreign incestment, 19781905
by a satisfactory recovery in the GNP growth rate, which recorded rises of 0.5 1 Lo ™) T e T ™ Ve

per cent and 7.5 per cent in 1985 and 1984, respeciively, The balance ¢ MOAST  IMAIT AN LS K Tlmse (DLAM MR DI
payments deficit has improved gradually as well, as shown by Table 8.4, From ' N ny " ad w Wi

a high of$5.3 hillion in deficit, the current balance dropped o just $0.9 billio )

reflecting reduced energy prices and comsumption as well as better exy
performance,

T R

donotheless, the liberalization policy continues 10 receive criticiam from
Tantn 88  Balance of payments, 19781985 (§ million) vested interests ull'n‘ln.‘ by import liberalization and the greater duton-
of the fimancial sector. The government thus needs 1o strengthen its efforts
' L N R N D . educare the public and overcome domestic oppesition. At the same lime,
rmie balawre -lm -4 —A LA XA LM - Lo = | inon has heen o major factor in yeventing the government
e bibanece LS A5 5321 CAMe —2AM <M - L3 -aee ?t::::mnfminx liberalization as quickly or :'urmiwly us It woild have
Structural adjustment, however, remaing the major isue fucing the South
L termms of socisl wellare, price stability seems to have had the most benefick . economy, and at present it s 100 early o evaluate the effectivenes ol
impact on urban workers. While the trend in nominal wages has been declinis government's programine in this area. A number of fuctors are com.
real wages bave risen  Table 8.3 In addition, price stability had b ting a smooth rransdormation of the industrial structuree, not the least of
worne of the income distribution gap by limiting opportunities for windba hieh i the hesitancy of domestic producers (o carry out aldjustment measires
profits in real estate and other speculative ventures. lndeed, the stabilizatiof of this appesition has resulted fram the low vate ol inflation, which has
programme his come under attack from certain quarters precisely beciu m up ceal interest rates 10 around 10 per cent it real terms. With high
sich opportunities are no longer as profitable as they were during the pe sllanion and high growth in the past, busineses were abile o borrow a1
of bigh inflation. Price stability, and the concurrent fiscal and monetary beld eative real interest rates, and much of the expansion of South Korean
tightening, have rationalized the interest rute structure somewhat, Nooetheless Bustry in the sixties and seventies was funded in this manner. In additon,
hils bsue has yet 1o be fully resolved, and accordingly o complete assessimenl ! invested & great deal of this borrowed money in the lucrative real
of the stabilization policy will not be possible for some time. gate speculation marker rather than in upgrading their export products or
It s also early o assess the suceess of the liberalization policy, althoug | '
there has been steady progres on import liberalization [Table 841 The Lo inflation thesefore, is a problem for South Katean business manage-
Hseralization of the linancial sector has vel 1o achieve substantial result and the current period of adjustment and e lt-tightening has elioied
primarily becawse the government still controls the interest rate. H or, s of protest from those most directly alfected . Given the erincal importance
deregulation of the interest rate will have to be o gradual process (o avert South Korea of moving out of les competitive industries, however, it is
expected initial dhock such an action would have. The current interest is that rather than complaining, the affected industries should buckle down
in real terms but due w the reddual inflationary expectations in the economy A sk of adjustment. By waiting they are only hurting themselves —and
deregulation could bring about wempararily higher interest rates and 2 South Korean economy as & whole—in the Jong run. Again, ar this sage,
hamper economic performance. As the stabilization programme has taken fien pwensing the adjustment policy i difficull, but one can canclude thar the
hold, though, movement oo deregulation has begun in earnest, albeit ata pmewhat lower growth figures of recent years are partially the vesult of
pace. ‘ intransigence in following the government's lead,
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2 dmpoct om voceal welfare st the incidence of alwolute and relative poverty in South Korea et
closely with the trend of per capita income and the patterss of ineome
rbution. In the 1960s, both abwolute and relative poverty declined 1o the
that i 1970, only 4.8 per cent of the total population were defived #s
Wtively poor. During the 1970s, though, these ligures rose deamatically, with
A per centand 133 per cent of the population being relutively poor in 1976
il 1580, respectively. With the economic recovery of the early 1980s g &
irable trend in meome distmbution. reliative poverty aguin seems to be oy
e decline, with the 1984 figures indicating that relative poverty b lallen w
¥ per cent [ Table 8117 Absolute poverty, o the other hand, has e M
By decline, even i 1980, This is most likely attributable 1o the nation
;m‘rmu' m per capita GNP and other effects of sustuined economie
iwth

In assessing the impact of economic palicy on social wellire, perhaps the
aggregate index is per capita GNP, As per capita income and real wages 8
there bs & corresponding rise in the average quality of wellare, und the oppx
holds true as well. T South Korea, per capita GNP in 1980 fell for the |
time in 20 years, as seen in Table 8.1, o addition, rea) wages declined in b
1980 and 1981, The negative implications of these maceo rends on w
are clear. Since 1981, however, both per capita income and real wages B
grown steadily, with the attendant positive effects an average wellare, ax bot
out by the micro indicators of welliee like height and weight of childre
nutritbon, and infant mortality (see below ).

Tanee 8,10 Incume distribution, wivctod years

e ek s drens ot ARLE B0 Trends in the mcudence of poverty. selocted yeurs |percentages)
Al honrhbeds 0 Mm R ) 0 3w 0. AT - -
oot coeliie srms (URTY (8 s Ihm 1% 15 1570 14976 1960 1982 1964
hew vl ot (ehsnbesy @ atom R "o (TR (AR o s < . — —_——
Sesnr-Lorrm mprtonndeds BN TRTIS) Wi wausy TR 105) Vel e poverty HL0 24 s an 7.7 5
China cvaific i o i hn 1w i ALirban Moy 16.2 .l 104 ne '
hew sommal dbnt o thasii s raiin [ AR W o "mw»n ;R'"“. 35H 290 1.7 0.0 7.0 ...

lative poverry! 12.2 8 125 153 1.8 .7
:Ulbun 179 7.0 16,0 151 12.7 M
Rural 10.0 14 0o 1.2 105 75

Farm beowess hodeds 13NN nme num 1 a1
Gt vomie i nw oy (LN 17 1w
Dhecimal daarmibsnnise 1anm W wae (TP s nw

D L e e -
Kovea Develuguoent Tnstlne

: ‘:r preverty Hive defuned we 121 0060 wom 101 posces per month for & fivememiber
L

Overall incatme disteibution s asother meams of derermining the effect | Bative prverty Nove dofined whind of 1)
. et s ones il of the sverage ossehold oo 1n o given yeur

the national economy on wellare. As seen in Table 8,10, South Korea's incom
distribmthon pattern showed a negative trend during the 19705, caused
by the incressing wage dispurities between skilled and unskilled workers
bv the economic recession followimg the second oil coms The G coethiow

A detailed micro analysis of the social wellare implicanons of macro-econs
e performance is difficult for the South Korean case because of the lack of
for all households, for example, tose from 03322 in 1970 10 0,3908 m 14 uate statisties. This holds especially troe for indicatons of children's
and 03891 in 1980, Furthermore, the ratnon of earmings by the bottom 40 wellare, Within the constraints of the dara, though, certmm rrends appear. In
cent of the population 10 the wop 20 per com dropped dunng the san ' ral, during the recessionary penod of 197981, overall welfare dﬂmo-
period. With economic recovery, however, the income distrihution igures '_ atod, while over the pust three yean of economic recovery, conditions have
improved somewhat, with the Gin coethicient dropping 1o (.3567 1n 1984, nproved.
improvement his been sgnificant i both farm and nou-farm: househ Health statistics wre amony the more reliable indicators of this trend, As a
Agiin. the correlation between overall economie pedormunce and adl measure, averuge househokd expenditures om health bave been m;'rru-
welfare as memured by distribunon of income appeans obvious L both in absolute terms and as » pereentage of total household expenditures.
The improvement i income distribution since 1980 can be attribut ' late as 1974, for example, only 2.6 per cent of urban househald expenditure
mainly 10 the price siability i recent years, This toend towards stihle pri spent on health services, while in 1984 this figure was 3.9 per cont, It i
has 1ot only reduced opportunities for windfall profits in real estate and ot hy, however, that during the recesion of 197980, the percentage
speculative ventures, it has also ensired @ steady rise of real incomes lor rses werr very small, rising from 5.2 per cent in 1979 10 5.3 per cent in
and salary earnem 14 ) (Table 8,120 Another broad measure of health services, the ratio of
Looking a1 the lower end of the spectram where social welfare neets Moctors wnd nurses 1o ol popalation, is somewhat less conclusive, rising
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during the carly 1970s (0 a peak in 1974 at [ B79 persom per physician, & fieeed, even as late as 1983, calonie intake had noy """'V"“"d i pre-recession
declining steadily since then o 1,284 in 1984, Persons per nurse, on th Wl As for protein consumption, ntake dropped from 76.2 grams daily in
contrary, declined steadily from 1,309 in 1971 10277 in 1984 | Yearbosk of Pub 0% 10 736 graoms in 1960, Daily beef consumption wirnessed a sharp plunge

1979 1o 1980, falling from B.2 grams mn 1979 0 7.1 grams in 1980 and
o Nirther 10 6.6 grams in 1981 (Table 8.19) All of these declines were fiar
por than any previous negative changes i these indices over the past 15
i, reflecting the seriousness of the recosion and the direer correlation
: cconomic conditions and as hasic an arca as food cosumption,
A measire of dictary sufficiency may also be found i the daw on the
page height and weight of school children. While these figures have been

Health and Socsal Statisticr). A factor influencing the temporary dislocation §
doctors per person may have been the merease in South Korea's populatic
durmng the penod, which has beea offset in recent yeurs by the continued effis
10 wrain medical personned,

Tanee 812 Household health expenditure, 1976 199

U Sonsdhalds Farens howseholds gradually throughout the period of rapid development, the rate of
AR Hotih  Lolhousball: Asweal Sl L aleced from 1979 to 1980 was very dm’v In the cases of male children ug«i
Expenditure ':'""ﬁm" Expenditure househcld ‘ 12 !lorfr wrs even aalight decrease in average weight. o terms cJMhl.
wou! won| expenditure wverage mcrease for 1d-year olds from 1979 0 1900 was 0.3 contimetim
1976 16,002 i 2,441 1 J Boys and 0.4 centimetres for girls. By contrast, from mpu 1o 1981, !'hc
1977 49,188 43 41989 ' e increase wins L1 centimerres for boys and 0.9 contimetres for girly
197 20.264) W6 0,615 44 B4 and RIS The interpretation of such data, however, bs far from
1979 108636 52 75,170 45 e, and it s not evident that the variations observed can unambiguously
1980 173,016 i3 0,895 A ributed to the economic changes of these years rather than to cobort
198 174,012 » ”.7."‘," 4 and/or other Bactors, To arrive at such conclusions, a much more
1982 210,852 59 166,935 5l ;
o 295, 206 5.9 215,027 W3 ' ated analysis would be required
| Gl 255, 9, 50 219,20 5 Chther important indicators of social wellare are the infant and maternal

ty rates. From 1976 10 1979, infant mortality per 1,000 births fell from
b 1o 376, while in 1980 the figure was 36 8-—a slower rate of decline than
her before or since. More revealing are the maternal mortality rates, which
ppped fram 5.0 per LOD0 births in 1976 10 4.2 In 1979 1n 1980, this figure
constant, before falling shightly in 1981 and 1982 1o 1984, the
mortality rate was down to 3.6 (Table 8,16)

Swweeer. Favomenic PMasming Bowed, The Family ncone and Eependitwre Sarver; Minmtry of
Agrenitore mid Fisheries, The Farm Hombwld Eovmomy Sunvy

Tanve 8BS Per capita datly colorie and protem mtake, 1977199

Average dally Protein Beed |

cilorien grams (gramm) Conclusions
1977 2427 719 6.0 the South Korean experience during the 1900 recession, it s clear that
:::;:: ;:ﬁ‘ ;("l: :: Bl welliare is divectly affected by general economic conditions. In particular,
1080 2 44 e 71 pita income and income distribution patterns— both dependent on the
1961 2 531 76,4 6.6 ecomomy —determine all major trends in welliure condithons, 1o South
142 2,500 703 i per capita GNP had made tremendous advances, yet in the ane year
lasy 2.9 79.5 i ve growth - 1980—a distinet drop in most social wellire Indicaton s
181 2610 RALR 72

nbie. In this regard, the so-called ‘linkiage effect” definitely applies w the

I Kotean case. While s lack of statistica) dita makes an exact evalustion of

' effect difficult, there can be no doubit of the linkage between the

Mreconomic dtuation and wellare

il linkage notwithstanding, poverty, health, and nutrition of the popu-
In terms of nutrition, the impact of the 1980 economic downtum s vers i, wndd of children in particular, continued (o improve (ifat reduced rates)

evident. Average daily calorie i.:::u.- fell from 2,509 in 1979 10 2458 in 1980 | during 1980 and 1981, when real wages fell considerably and employment

Seurve: Koves Riural Hevmommies Lunthione, Faad Dalunee Showi, Nuthonal Livessock
Comprrainy Federanon
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Tanee 804 Averape weight of students, 1977 1984 | hilogram

N Nouth A oreu 257

B ol (e lower segment ol the populition. Among such schemes, the

Age Age U Age 12
Male Female Mule Female Mule [RR
1977 194 187 2549 258 51 L))
197 19.7 19.7 259 LAY 151 74
197 on 192 200 200 357 R
1980 0.0 122 6.0 264 4 o
101 201 194 21.2 204 0.4 "
|y 20,1 195 274 0.7 .7 wi
1 203 195 b5 uH A 3
1981 204 1.7 275 22.1 174 195

Waork Programme and the Community Promary Health Demonsieanon
i were of u particalatly innovative nature,

I cutward-oriented economy, South Korea would seem very sus
b 1o the “multiphier effect” —the concept thar a small downum in the
wl evonomies cunses u big decline in less advanced mdusinal couniries
event bigger one in developing nations. To be sire, recession i the
ool industrial countries his a negative impact on the South Korean
diy, and il left 1o market mechanisms, doubiless this impact could be
iy disastrous. However, there is also a policy varable in dealing with
iplier effect: during the ininal phases of & recession, the government

Nemrce. Minkstey o Bebiacation

TanewB.15  Average hesght of students, 1977 1954 | centimetres

option o increase public expenditure 10 sustam aggregate demand
i s wiry . 10 stimudate the economy. In 1981, for example, South Korea
apendling on the poor, especially in yural arcas, and thus wed bath
unomic and welfare policies 10 offser the antcipated adverse effects

Age 6 A\ge 9 Ane 12

Male Female Male Female Mile Ferm

1977 1142 120 1200 120.7 (FEV] 1450
1970 1s.2 1 1291 1294 RN 1406

ion. While such an expansionary policy s of coune sustainable for
M dhart peniod, from the South Korean example, one can see that the
effect neod not be devasiating of the govermment mtervenes with
te policies at a correct nme

y. with respect 1o the nme lag between recession in advaneed countries
negatve impact on developing countries, South Korea seems to be an

1979 (AL NH 11448 12904 1286 1434 1461 :

1980 115.0 (TR 1200 1204 144 2 110.5 wion 10 the rale. This may be explamed in part by the opennes of
1961 1154 1145 (R 15501 153 Hia th Korean economy. Becawse South Korea i heavily dependent on
s 135 1ee 1312 1504 143.5 1470 ponal rade, when the world economy recovens, the South Korean

1083 1160 1148 1312 150 4 14 1479
1061 b4 1154 1514 1504 168 (RUR &

my recovers ms well. Furthermore, South Karea responded to the global

Sowrie - Mimsry ol Echimanom

TAwv e 816 Infast and maternal mortality vates. 19761991

son of the carly 1980s with an aggressive macroseconomic policy. While
1 consirained by the balance of payments situation, in 1982 in par-
. the government expanded employment possibilities with low impon
ents. Thus, the government was able to crete enough domestic
il 10 give the economy the impetus needed to pull out of the recession,
deed the South Korean economy recovered more quickly than did the

s W 19 N e ey -y s

Fobions) oot tmbaty vinie

e 1 OO0 baw drthu TR TR TR VU Y I LY LY TR TR

Marernal mormality rave
porr 1O pervssien | an h " "2 U bl LR "

wlized countries. While this solution may be unigque to South Korea,
on's expenence i coping with the multiplier effect and the timelag
sugrests that sound management policies can do much 1o mitigate
» of world recession,

Sowrve: Mipinery of Henbth s Socanl Aftairs, Tosbask of Pubiic Honlth wnd Sonsal Saniatw

opportumties declined. Dunng this period, soctal policy was deliberately
for butlering the poor from the advermities of economic recesion. While
vions programmes such as Medical Inmorance, Medical Aid and Live

Protection, among others, were substantially expanded, new schemes
muroduced with the specific purpose of sistuining the incomes, health,

11
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ling public sector monopolies in a large range of e, Price
abolished and submdies were phased our. The policy was i line with
rument's attempt to thil respurces from consumprion 1o mvesinseni
budgetary savings resolting from the curtmlment of subsidies.
need 10 encourage exports and diveraly the export structure wis
ged. The government recogmized the need o expand wd improve
rocture fucilities, 1o promowe export-onented activities, imdustrialization,
private investment. Accordingly, economic pverheads — transport, twles
municavon, and energy —oceupicd an important place in the investment
Fammes
Morts were also direcied W envrning adequate producer incentives for
w agniculiural producnon. Agnculiural pocing policy and mput suls
were geared 1o mammming adequate producer margms, The governs
i decided 1o mamain a modified form of the food subwidy programme and
icorme support scheme 1 assist the needy segment of the population in the
run unnil such nme ax production and moome effects of the new peliches
widespread and percolated 1o the masses in general,
g investment srategy of the government was o embark on nplﬂ‘v
ye, capacity-expanding projects with a long gestation penad. Tas hﬂv
liberalized trading and other mvestment incentives were granted to the
1 sector, which was expected to play & more important role.

9

Sri Lanka: The Social Impact of Economic :
Policies during the Last Decade

UNICEF, Colomba

I Economic reforms and adjustment policies

From independence and even before, Sri Lanka was committed to maint
A wellare state with three major socinl policies: a food subsidy, an entirely
education system, and a free health care service on @ universal basis, 1e
19708 Sei Lanka emerged as an outstanding example of & developing vount
whose level of social progress was high in relation to the per capita in
the country

Sri Lanka's impressive achievements on the socinl front, however,
accompanied by o relatively low rate of growth of the country’s na
income. The untversal nature of the wellare services involved increasing §
budget as the population grew and inflation rose. Low per capita income. 1
the inability to generate budger surpluses restricied savings cupacity,
in u low rate of investment. Thus, while the social policies of Sri
contributed to human capital development there was not the correspondi
growth in physical capital formation which was vital 1o enbance both
ductive and lubour alsorptive capacities of the country

From the late 1950s Sei Lanka faced continuous and chronic balane
payments problems, In response 1o these diffioulties successive g
introduced exchuuge and import controls and measures 10 direct
ments twwards import substitution. Two decades of these measires
resolve the balance of payments problems and led 10 economic st
and very high rates of unemployment. Adjustment policies were requi
to restore the viability of the economy and improve the efficiency of res
utilization

| Macro-economic performance

A ;..uuku'n macro-economic performance during the periid 197884 retlosis
i dpact of the economic palicy reforms. The cate of grosth of GDE doubied
I terms, averaging over & per cent per year during 197804 as ARt
;umual average of 2.9 per cent in 1970-77. After allowing for population
h, per capita GDP registered an annual average growth rate of 43 per
per year. However, due to unfavourable trends in the country's net factor
0 from abroad, GNP grew more slowly than GDEF, a1 4.7 per cont per
0 real terms. Despite a cumulative growth of GNP ol 27 per cent over
h period 1978-84, per capita income in Sl Lanka in 1984, ar $340, was still
low by international standards. Hence, even i such i growth rate were
dneed, it would not be sulfickent 1o make a significant mpact on poor
groups in the medivm term. Therefore, the carrent enphasis on rapid
00 ststained economic growth needs 1o be supplemented with appropriate
il programmes targeted to benelit the vulnerable
acceleration of the economy following the policy reform of 1977 was
sl by & substantial increase in investment activity (Table 9.1 nvest.
pent, which stagnated ar an annual average of 16 per cent of GDP prios 1o
&tﬁﬂlgf rte reform was one of the main elements of the new (o y UIN, reached o ‘nl o' per cent Iy 1980 wnd ‘gun‘led om per cent duﬁm
package. A more realistic exchange rate and o rationalized il straoi ' peviod 197884, However, the domestic savings rntio, which was below 13
repliced the system of quotas, licences, and controle. The policies also abm cont duriig the peciod 1970-77, made & modest improvement in 1978 wud

The government of Sri Lanka introduced a new set of economic polie
from November 1977 This package of fundamental policy changes aimed
wransforming the Sei Lankan economy from an inward-looking, closed,
controlled economy 0 an outward-looking economy with a heavy ma
wrientathon.
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Tante 0.0 Tronds in selected cconomic variables, 19701977 and 1978194 JO78 entailed both budgetury and balance of payment deficits, which in
1970-77 1978 ] 19758 tributed o Inflationary pressures in the economy.
Aol AT W pesitive performance of the economy between 1978 und 1984 was due

981 Lanky 241

average| i o b in o number of sectors including domestic agriculiure, comstruction,

Population growth rate ) 16 (] 1.2 () snd trasport (Table 937 Domestic agriculture grew at about 5 per

2 FEeonomic growih rate (real per annun, muiuly due tosignificant improvements in paddy production,

GDP. v, 29 a2 il 6", h his enubiled the country to come close to self-sufficiency in rice. Trade

5. VPer capita .m-:vm ml'r“-"".. It.; (" ):;:) :1‘; ‘I. 2;'; Waisport activities, in particular, secelerated, and the services sector as o
; !\‘::::;T.‘"'Mul.'(;jf‘l:: 127 155 232 169 registered u growth rite ol more than 7 per cent per anoum.

6. Currem necount badget e the satisfactory growth rate achieved in domestic agriculture, there

deficit/surplas 2 %, of GDP L2 +24 +3.9 +39 aeverul problems in the loput delivery system, This was particulardy s

7 Overdll bodget deficitsurplus as . weddit for amall Bormers  inoall, there was o drastic reduction n insticational

o, of G =133 =133 1090 —103 1o the raral sector The interest rate refirm which Trmed 4 main

B Increme I BT wpply "o 106 4.0 174 Lol the adjustment policies exerted a further burden on the rural

;::::: -I-“' !5'5‘ M0 6.6 259 i Lhrough the increased cost ol barrowing. Henee the enhanced pliu!ﬂlt

Q9 Eschange rate (Rupees per SDR 1042 19.47 26.08

bural products may ol have percolated through the Them gate uni-
10 Change in wholesile poce index

wmong tarmers. Small siee of land holding and increased cost of enl-

(" per aunum) :}‘: ;.::‘; T due o higher lnput prides were among the major constesints o
:; ‘I..Jh‘,::":v'::h::::u:':::l”m' Index B \ eving conditions ol the sulsistence Laemees. Do this context it is lmw
;W?ﬂ*“lh 1000 127.0 Innovative approaches 1o rural credit il the benelite of irtigation
19, Lnport volumme idex lies, Llund development, newer technology, and better agrioultural prices
1978 = 100) 00,0 1830 I necrue to the majority of the rural poor.
14 Tormw of trade change (“, 7 187 -33 :

i ite the lact that sdjustment palicies Have been in eflect or over seven
1 ("'t::;:"’c:‘:;“?::m':.'!l of ihe atructure of Sri Lanka's economy has not undergone significant

GDP ¥ - +10 s 10 0l -7 ges (Table 9.5). The economy remuins predominantly agriculiural i
16, Debt servioe mtio (as Y, of e oriented, with o thin and heavily import-dependent mnnulie

expotts of goods and services| 15.% | . The share of the industrial sector still remains around 11 per cont of
17, Unemployment rate 1% M0 - P The small, libour-intensive industrial sector faded away due o the

re ol competition from imports aod his not been repliced by & sound

Sowrre Comnral Bank of Geylom

' j0N4-1Y irial structure based on the principle of comparative  sdvaniige.
: ;\';;1 Wi ilatly. there hus not beets an appreciable growth in export-oriented msnis
o g sctivities, while evett i the case of industries which have showi seime

locul valueadded hus been vather Tow. T s vital 1o strengthen misd
Iy the production sectors of the economy o ensure capid aind sustiained
il i the loog run.

uch of the imvestment actvity durig the period 1978 1984 was the result
vigorous public investment progeumme which was respomsible for alimost
1 cent OF investment outlay, The prvate sector has not contribued
1ely. particatardy iooahe Beld of manutacturmg and industral setivities,
the recent ethnic disturbances, peospective investoes, both foreign and
e, have adoped @ mather cautious attitade owards  commiting
ces for medivme and long-term project

The sistenance and sucoes of an open economy depends on the pedormance
exporty wnd behavion of the balance of puyment CTable 941 The marnginal

then stabilized at an avernge of 17 per cent over 197084 A sizeable sha
investment activity therefure had 1w be financed by external sources, and
country's dependence on foreign assbstance since 1970 has been rather
Pable 927 The ability to sestain the high momentom of growth in the
1 come will depend on the ability 1o enbance domestic savings. Nautie
savings were greatly assisted by o considerable inflow of foreign excl
remittances from Sri Lankan workers in the Middle East, enabiling the
savings ratio 1o rise 1o 202 per cent in 1984 The lack of growth of
savings coupled with the ambitious public investnent programme
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Tanee 92 Capital formation and tneestment fimancing, 19701977 and 1978~ ' ANLE 00 Balance of payments performance, wlectod yoars | SDR millions )

0701077 1978 1084 1978 - 7l 10 a2 [
{sverngen) i Exporns 675 L o8 1A
Girom domesue nvestment (Rs. peoets e LA70 1,808 | 80
' mibllhon ) 4524 HA54 10 050 24,954 Frade balance ~ 1 ~752 = HH) - 425
Nathonul savings (K miilllon) .79 6 "wang 15,182 Sr:un ':. ':0 _“|;, —,6,::
Investment  savin up [Ra ceeipts o 14 )
million ) g™ pd ) 10s2 5518 9712 Pavments o3 174 e 0
" . " . (l(.“' -llu' MTVIHETS Tt e
ot T TR TR RN S
:‘;‘”‘"" ‘;’m;“'mk' o %% of arom : ' : - Private tramsders 17 105 240 70
oy ) " Y -
damesthe investment 20 2.4 117 0.0 ;‘.'T' socount: balance . (i 21 P _yta
Private lvestment as ® of gros W )
domestic invesimem e AL 99 0. Fu(u'ma g ] o 47 150
Pubilic “"".“m' " Ty ol grow il 40.9 l;::t"l.uuﬂumm 'l' .‘.1 "b!! 135
dusiestic inveatment e A3 e e Other prvate long (e (net 7 a3 182 -
Sennce Contrnd Mank of Coylon and the Miniotry of Finance sid Planting Central government (net) 135 125 b ) 12
Shoet term (et 0 s i
SDR allocation 0 12 0
Chverall balanee L[] - lob -24 "m
Fanee 0.3  Sectoral growih vates of the ecomomy, 1971 1977 and 19751994 Debt service ratlo %, of
contuges, constant [970 prices ) exparis of goods and services ) 1h5 154 16 17.2

Nalwe added Central Bank of Geybomt wned the Minisry of Fisanee anth Planniiig

9711077 (omn-jone TOF -

(ansial)  Cannal | 1977 1590

% et 9 ws
Mtl";:c:':;:m Crop —; ; l‘D"‘ nt::', J:; ponal economie scene. such as Muctuations in commodity prices, deterio.
Domnestie agricultuee 1.3 .1 202 1an o i terms of trade, and the protectionist trade policies of the induserial
Mining and quarrying 27.) ) 12 11 Mentries, i another major area of concern. Therelure, the prospects for o high
Marmitac turing .' 'f :’ ! '_. o “‘: thoscenano for the second half of this decade need 1o be carefully reviewed.
&:‘”‘:::"h"' = "“: ? : .“”.‘, 5:; There were unprecedented rites of inflution in 197684 due muinly 1o lurge
Circns déenantlé preesiet 24 (| 100 0 100 1 deficin and depreciation of the exchiange rate. The removal of price

troby, phasimg out ol consumer subsidies. and resort o market pricing
pntorced the upward trend i prices,
- The migravion of approximately 200,000 (as at end 19894) of muinly semi-
ihilled aod unskilled labourers (o the Middie East not only relieved the pressure
0 Job creation but who enabled the country o obtain o szeable wmount of
pign exchange as mward remittances (approximately $280 million or mare
F000 million rupees in 1984) This source of employment and foreign
hange s likely 10 weaken with the full of the world oil price.
The reliance on market forces tends (o lend isell (0 income inequalities. The
end 1owards greater equality mincome distribution which wis evident during
The share of consumption goods diminished from 43 per cont in 1977 10 he 195573 period was reversed in 1978/7% and 1981 /82 The Gim coefficient
per cent in 1984 bn risen fromn O35 i 1975 10 044 in 19768/79 and further o 0.45 in 198182
The Wigh degroe of vulnerability of the economy 10 changes in the ine Sor spending uniw: Similarly, the share of the income of the bottom 40 per cont

Sowrcr. Aol Boports of the Comtral Rank sl Ministry of Flosnce atd Mning

growth vate in exports compared with the rapid rise in imports since 19
resulted in strabis in the Balance of pavments. Tn real terms the level of exy
earnings doubled during the 1978 84 period, while import payments trel
"This rapid growih of imports was accompanied by a chiunge in the composith
of fmports, with a greater concentration on intermediate and investment goot
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remsed wt over 10 per cent per year in 1978 and 1979, The lower rate of
ilation prior 1o 1977 ks mainly due 1o price controls and: rationing which
Aldd have vesulied in o degree of suppressed inflation. The price increases
eached o peak of 26 per cent b 1980, There was an increasing trend in pirioes
Bgain in 19U (14 per cent) and 1984 (17 per cent)

4 UNICEF, Columba
has declined Trom 197 in 1973 w0 160 in 1978179 and further 10 158
190182 (see pp. 2514 The fruits of rapid growth appear 1o have §
distributed ruthier unegually. This should not cause (o much concern i€
mean neome of poorer groups increased i redl terms alter allows
inflation. The evidence, however, suggests (hit theee has been a deteriorad
in the real income of the poorest deciles, even causimng reductions in therr i

consumplion
Panew Q5 Colombe comsumer price sulex (CCPL)J975- 103 [ 1977 = 100)

All Fowd Clothing  Fuel and Rent Miscelr A
I The effects of policies on real income and employment v fight r— m"
This part assesses the impact of recent econamic policies on prices, "_m
employment, and unemploviment. real incomes. and income distribution. L) 100.5 3.0 vl 10 (N 7
| L ohd 1030 1080 oo s !
037 (LU T TR [+ R VU [TV R (1 UK U (L] 1000 |
I An analysix of price changer 78 el Hea 1011 1018 10 107.9 [}

™ I 2 1295 10%.4 1270 100 1210 "

‘ 1504 1671 7.4 260 100 1410 1)

1847 196,46 1152 2942 100 1650 ]

w2 048 2.5 1229 7.0 100 1810 "
iy v 204 | 1574 404 | 100 URTY 17

N, change

WiTm 172 ' 37 194 0 134 —

Price increases were moderate prior to 1977 as inflatonary pressures
somewhat suppressed by price controls and rationing. Tn contrast, alier 19
inflation acceleruted.

Prices were affected by several policies The first of these s the change
the exchange rate of November 1977, ollowed by o progresive depreciati
of the rupee [Table 9.1 Secondly, prices were atfected by changes in polig
with respect 10 subsichies and particulardy the prices of basic commuodith
termed “adminwteted prces’. The chunge in subsidies for basic items like o
wheat four, bread, and sugar coupled with the depreciston of the rupee &
i pricing policy based on the full cost of the commodity resulied in highy
prices of all these commodines. Thiedly, the milux of conaderable forel
funds 1or development work gencrated incroased money incomes for 1
who provided services for these projects, without i commensurate imcrease
production of goochs and services in the short term. Comeguently, there
upward pressute on prices. There was alvo o rapid icreme i maney supp
in the post- 1978 period (Table 9.1

Since commaodity prices rose w1 differenr cues, the rare of imflanon vk
uccording 10 the price index adopred,

v Deparumens of Coms anid Maomnes

-

The hreakdown ol the index by commodity groups given in T
icates that fhod items increased Guter than the total with an ing
tly 200 per cont, and fuel and light by nearly 100 per cent. The i
Wl clothing pirices was modest, at 37 per cent

b) The Special Consumer Price Index (SPCI) 1 he SCPLibiown in
6 uses the 1973 expenditure pattern’ of spending units in Colombo City
hose incomes were below 500 rupees per month (79 per cent of the spending
it i Colomba). This index eltminates some of the biases in the CORL
Which uses 4 1953 consumption pattern, and the SCPT is also more relevant
3 low-tncome households. The prices used in the index were obtined from
Colombo markets. This index discloses & 226 per cent increase in prices betweet
197784, The highest increase wis in 1980, when prices rose by s much as 46
kerosene ). The price of open marker nice increased by |58 per ceni, £ or cent. The incroases in recent veurs 1982 84) have been similar 1o those
flour by 386 per cent, bread by $39 per cent, and milk powder by 345 p i the COM
cent The fact than impart and export commodity prices increased much n i A comparison of the two indices is given in Tuble 9.6 and Fig. 9.1, While
than domestically produced commaodities implies that the depreciation of COCPH indicates price increases of around 180 per cent, the SCPT indicates
rupee hind a mgnificant offect on the post- 1977 mflation. nereases of over 300 per cent in the bt decade,
The COPL iwhich uses o the 1953 consumen’ expenditure pattern |
weighi) indicates a very low rate of inflation from 1975 w 1977 The ind

(n) The Colombo Consumer Price Index (CCPI) Prce mereases
the Colombeo mdex 1977 -84 vaned from 30 per cent (chilhies) 1o 733 pere
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Tanve 96 Comprrason of price tremds according fo differemt
indices, 19751989 (1975 = 100)

cor Annual  Special consumer Annual
change  index (SCPI chunge
(%) 1%
1975 1000 i 1000 N
1976 .2 | 1066 7
1977 102.4 I 12005 6
1978 LI4N 12 1355 I
1979 1272 1) 1541 14
1980 1604 24 2244 26
1981 1591 4 ik Fe )
1oy 0037 i 006 I
1963 2300 4 M52 1
14884 207 17 LUERY 17

2 Anmalysis of wagrr

The behaviour of wages is an important indicator of the wellare of the workis
population becase it mainly affects the les affluent sections of the popalation
About twosthirds of the employed are in the unorganized sector, which incld -
stnallscale agriculture, self-employed, casual labour, and other employme
outside the government service, public corporations, and institationalized
privatesector businesses. This analysis concentrates on the lower and midedle
wage income groups, analysing wiges in both the onganized and unorganize
weton

The minimum wage rate Indices used here have many deficiencies, as th
cover only trades which bave Wages Boards (about 40 per cent of employme
in the organteed private sector) and include only the minimum wage
while actual payments would tend 10 be highet because of overtime payment
service charges, and botuses. Since they are the only systematic data availabil
htweser, they are used for this analysis

(n) Organized sectar The organized sector can be divided into three s
sectoms—the government, school teachens, and thase trades in the private
and corporations which are gavernod by Wages Boards

When real wages are calcalated by deflating nominal wages by the CCF
which does ot reflect price increases adequately, real wages in the
sector and for school teachers declined and government sector real
improved slightly in 1984 compared 10 1978 However, when the wage i
are deflated by the SCPL s sharp deterioration is seen in real wages of we
i Wages Board trades, all ceniral government employees, and governimen

[

:
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Specul Comumer Price Indes (SCPI

100 Colombo Comumer Price Index (CC1)

- -

075 1978

CUNICEF  Seb Lanks (1904
9.0 Sri Lanka: prices indices, 1075 1504

1 i 1 1 Il l
1977 1678 1979 1980 1981 1082

' H
19635 1084

ees (Fig. 9.2). Even the real wages of all workers i agricultuee deelined

U compared 1o 1978,

‘.U-p-hn‘ sector In the unorganized sector, where wages are mone

and dista an other aspects of employment are scanty, the tremd in wage
I a good indicator of the level of ecomomic ativity, incomme ln'rh.
L and the viability ofenterprises, But data from e countey -wide
collection system of the Central Bank) on wage rates lor the unorganieed

e only availuble since the ater partof 1976 this inelades small-holding
lvations of tea, rubber, coconut, and paddy, and building constrietion

i the basis of price increases in the COPL real wage rates improved in

except fenmale wages in rubber cultivation amd male wages in tea
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Employment and umemplovment

cultivition. When the nominal wages are deflated by the SCPL there of the important strutegies of the new economic policies was 16 inerease
deterioration in the real wages among all categories of workers in all soe ment, Joberelated income wis to compensate for the remaowal of
in moat vears. The biggest deterioration in real wages was in tea and ol i subsiclies. The Mahawell Accelerated Praoject, the Urban Renewal Pro-
cultivation and the Teast in paddy cultivition and construction (Figs 9.3 & me. the investments in the Free Trade Zone and under the Forelgn
945 In fact, it may be argued that if & more appropriate index based § it Advisory Commitios were smong the prajects expected o generate
relevant consumption patterns and prices is used real incomes may not b employment opportumities.

deteriorated in these activities hete bs strong evidence that the very ligh rate of unemployment i the
1070x Bas been abated by the measures taken. All-istand unemploymem,
el had reached 24 per cent in 1973, wan reduced 10 |17 per cent in
B2 Lo Wl sectors, the vate of unemployment wis cut by at least ball
. g this perod. The most conapicuous drop in usemployment wis i the
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estute sector, where unemployment fell from a high of 12 per cent in 1973 10

5 per cent in 198182 (Table 9.7),

Tanwe 97  Unemployment as a pevcentage of work

Jorce, 1973, 1978(79, amd 1901182

1973
Sector

Urban 32,1
Rural M5
Estate 120
Al island 40
14-18 65.8
1525 175
26-35 152
46 45 10
W55 1.2
Over 55 on
All ages 240

1978/1979

20.7
4.6

6
147

30,7
il
151
27
08
02
(RR)

1941 /1982

1.2
120

50
1.7

ina
64

Sowrce Comvwmr Fimancr Suroryy, Central Bank of Ceyhon

The informanon on rates of unemployment is supported by data on employs
ment; employment in the formal sector increased by around 315,000, or 24
per cent, during the period 1977 10 1983, A substanuad portion of employ
generation is likely o be in the unorganized sector. The new economic oppors
tunities generated new employment in the cural sector se well as in large
numbers of small private sector enterprises. A clear example is the employmes
generated in private transport and wholesale and retail trades, which by
large is not reflected in official stutistics. Such business enterprises, for the mo
part, do not contribute o the Employment Provident Fund, often have a higl
turnover, and employ a large amount of casual labour. The economic
rate of 6 per cent per annum on average during the period 1977-84 and
fact that several sectors in which growth oceurred were in the u
sector support the view that employment generated doring the period has
much hgher than that indwated m formal sector statistics,

Dexpite these improvements in the overall employment situation, unem
ployment continues o be a major problem m the economy. Three
should be considered. Given a youthful population, the number entering th
lubour force every yvear is estimated at about 125,000, Therelore, while th
rate of unemplovment s betng reduced, the number unemploved continues
be very high In 1984 (he number unemployed in the country, st the sams
rate of unemployment as in 198182, muy be estimated at around 650,000,

Secondly, it is very clear that unemployment amang youth s serious. s
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fact. unemployment decreased in all age-groups except the ST
group where it has remained more or less static at 31 per cont. In
25-year age-group the rate of unemployment wis as High s 8
Unemployment rates for the age groups above 36 years were relativ
mificant (Table 9.7,

Thirdly, the problem of unemployment continues 1o be ane of fndi
for those with secondary education and above. Nearly 10 per cent ¢
who were unemployed had an education of secondary level and abiove. Ne y
25 per cent of those with GCE O level and nearly 35 per cent ‘ il
with GCE A level are unemployed (Table 981 This ugh rate of '
unemploved is particularly significant for social and political suability,

Same fictons have ameliorated the unemployment sivuarion. First the lirge
exodus of persons in the work force for employment in West Asia (around
200,000, seeondly, there hus been the out-migration of ubout 337,000 persons
of Indian origin from the estate sector under the Todo-Sri Lankan Agreement;
thirdly, there hias been a slight ageing of the population.

Tance 98 Unemploved population, by education, as a
percentage uf work force, 1973, 1978]79, and 198182

1973 107879 198182

No schooling,

Hliterate B4 15 24
No schooling,

lherare 0.4 8 19
Primary N 6.6 40
Seconduary 37.1 213 1.6
GCE, O level 474 276 245
GCE ‘A'level #4404 36,4 R
Undergriaduates MLO 42
Graduates 6.2 53 w7
ther ol

All persans 4 LR 1.3

Swurve: Conmmer Finanee Swrveys, Central Bank of Ceylon

4 Real incomes

This section analyses the behaviour of real incomes with an emphisis on how
the poorer sections of the community have fared. The analysis is restricted 10
the three periods covered by the Consumer Finnnce Surveys— 1973, 1978/79,
and 1981782, 7
Macro-economic duta indicate thar 1973 was a year dmw'ﬁ. -
vesource avadlability in the economy was particularly low. The internatis

v
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nding units. A spending unit consists of all members of a howsehold who
Lix a umit o decion making for spending

252 UNICEF, Colombe

COPL Colambe Consumer Price Tides
ST Specisl Comumer Price Index

----- Paddy Tuble 9.9 gives the monthly mean and median incomes of income receivers
whk T _:“:“:'”' il spending units for three veurs. There was a significant improvement in

pal incomes between 1973 and 1978/79, which was more marked for

iy than income receivers. There was a deterioration in real incotmes w
FO78:79 and 1981782 but the deterioration was much less significant

g units than income receivers. This analysis s based on the SCPL Da;“
ais of w COPL deflation, real incomes increased significantly.

S\
20}
g ‘AnLe 0.9 Average monthly income per ncome receives and per spending unit, J97Y,
& 07979, and 1981182, vupees .
Nominal incone Rcul bconne at 1973
1971 1071079 198171982 “n!l 19781079
cop _ ~ Per incame receiver
15 S i P e Mean income 208 616 (AT} 0 W g‘;_
e Moo income  1HO 4o 612 1o 203 -
e spending unit
oy, <& e Mean income i a2l 1635 i 504
NN T T Medbon income 250 654 115 2% Wit ]
L v Commmer Fimuner Swrvent, Connral Bank of Ceylon. N
0{ | { 1 { { Dlsling SCPE 1o detline
1979 1980 1661 1082 1983

The behaviour of incomes in the three sectors— rural, urban, and estal
awide useful inxights as 10 whether agnificant differences occurred bers
the sectors. Between 1973 and 1978/79, nominal incomes more than doubl
Ay ull theee sectors. Between 1978779 and 198182, rural and arban ineom
poreased by about B2 per cent but estate incomes increased by only 459 pe
1. Since prices doubled between 1978/79 and 1981/82, all sectons were: o
In comparisan o 1978/79 levels, but the substantial wige increases b the
te sector in 1984 are likely 1o have changed this,
 When the income deciles of spending units are analysed, we find an improves
ont in real incomes beoween 1973 and 197879 for all deciles but &
lerably greater improvement for the higher deciles. Between 197879
11/82 all deciles of spending units saffered a loss in real income. |
M B2 real incomes are compared 1o 1974 incomes, real incomes inon
iy 15 per cent or less for the lowest 40 per cent of spending units M- or the
h decile, but the other deciles had a significantly greater mcrease i real
. (Table 9.10).
nwmmmpﬂmawmmmmmuam

Sewrve: UNICEF St Lanka (1965
Fig. 0.4  Sri Lanki: reul duily wages (male) in paddy and construction, 197988

recession, the ol price hike, the dislocation cawed by the Land Reform
1972, the shock of the April 1971 tnwurgency, und crop fuilures due to g
weather conditions contributed 1o the poor economic performunce of that
There wits & modest up-turm in the economy from 1975 onwards, and
living standirds are likely o have improved from the low level in 1973,
Theretore, the comparison of 1978/79 with 1973 may exaggerate the m
nitude of the improvements since 1977 Further, the 1978/79 survey et
was only one year after the economic adjustment and reflects only the i
impact of the change, The data of the 198182 survey s more representa
of the period afier the economic adjustment.
The analysis which follows is based on income yeceivers and income
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TAnt e 910 Mean monthly income per income recerver, by decile, 1973, 197879, and
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Tawee D1 dncome destribution, 1975, 197879, and

1981182, rupees 1981182 (Gim cogfficrent gf income receseen)
Deriir Mean moome Read mean saloe ar 1971 prices 1979 1976/1979 1981/ 1982
1974 1078/1070 o) 1os2 1973 LO78/1979 10811962 All isbaned 04l 049 052

Lowese 10.92 I L T P 10,66 .58 g;“"t" 3';; :::g g;‘;

200 72on NS 7o 7208 h. 27 U:;: 0.40 "",“ "‘“

Srd 9954 222 5% 2547 995 M NE BiL56 on g 2 "

h 12060 20481 SI201 12060 (6115 139.35 Somver Coneemn #namer Sorveen: Cemsrnl Sk of Gavh

Mh BIL44 6668 GIB76 16044 20044 16637 o v s e, flvecel ekl of Chrivn

uth 19190 AS0Hs TN HS 100, 24644 20048

7th 012 56851 9509 24012 RIDININ 258,75 oo A

#ih 5764 oS4l L1817 20764 38011 321.62 Tanee 012 Pecentage of totad income vecesoed by the

ath WLl AL R R LN JUR TR T 1560 H7as lawest 40 per cent of spending wmiis, 1973, 1978/79, and

Highest BRETO 241570 463254 6NLT0 131959 126052 1981182

Sowrve: UNTCEF Cotombe 1 1905 1973 19781657%  198) /1982

Note: Real bnoomes ase been abstained by ddethating by the SCIY —  E—
Lowest 104, 2.7 2.12 218

vies. T imli | 1 Next 100, 408 161 155
'rgu;' than mht?l" m;nmmlm'mv: hns lu:\t l;“p s thu: |::r ni'ad‘mrm of 1k Lowest 20%, .17 .74 .73
- oV we B , .

wgher income deailes may have improved even more than indica ere Next 10%, 8 60 .65 .88
Next 10, 652 S.68 2N

5 Income distributivn Laowest #07, 19,29 10,00 1532

Income duta from successive Comsumer Finance Surveys of the Central Ban) Sowrve! Comusmer Fimaner Swrvens. Continl Bank of Ceylon
from 1953 10 1981 /82 indicate that income inequality as measured by the Gig
coefficient was lowest in 1974, Compared to 1973, income distribution wa
mare uneven in 1978/79, and deteriorated further in 198182 (Table 9.1 1),

The sectoral income distribution data elicit imeresting differences from thil
overall trend. In the rural sector, which comprises about 70 per cent of 1ots
houscholds, income distribution deteriorated significantly between 1973 and
1978179, while the estate sector, income distribution improved between 197
and 197879, In both these sectors income distribunon did not change bet
1978/79 andd 1981/82. The urban sector provides a contrasting picture ¢
continuing deterioration in income distribution; a sharp decline from 1973 »
1978/79 and a0 continuntion of this trend to 1981 /82,

Analysis ol income distribution by geographical region indicates o deteria
rution in the Gini coefficient for all regions in [978/79 compared o 1973, By
between 1978/79 and 198182, the experience is mixed with a trend of gre V
equality in pmkmtmamly agricultural wreas and o deteriovation in the m
urbanized regions, and the up-country region. This analysis implies tlul I Expenditure on social services as o whole [Table 9.13) fell as 4 percentage of
arean of agricultural expansion ‘would have opened up new sources of \ the government budget from 33 per cent in 1977 10 22 per cent in 1983, and
both in agriculture as well as other dependent activities (which) may hay # pereentage of GNP from 9 per cent 1o 8 per cent over this period. Real
helped to check detenoration of imcome distribution’ (Central Bank of Cey v capita expenditure hardly increased for the social sector as s whole, despite
1982, p. 193}, Inequality was highest in Colombo city i 1981 /82. e capital Investments, since recarnent expenditures declined by 4 per cont
Analysi of the income shares of the lowest four deciles of spending o T annum.

(Table 902) discloses a progressive decline in the share of incomes of the lowest
40 per cent from 1973 o 1978/79 and 1o 198182, The share of the lowest
decile incrcased in 1981/82 compared 1o 1978/79 but was lower than in 1973
There is, however, a significant distinetion between the 19757879 comparison
and that between 1978798182, in that the former deterioration occureed
with a real moome incrcase, while i the latter penod real incomes (oo

w Impact on social programmes and service delivery

1 Overvien

>
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Tanew 913  For capria expendsture on ool sermvens, 19701985
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(#) Infrastructure rehabilitation 1 1970 and 1979 funds were .
made available for new projects 1o improve infrastructure. The Ministries ol
Health, Higher (tertiary ) Education, and Housing and Construction were uble
10 initiate several new largesscale infrastructure projects as well as obtain large
amounts of equipment for ongeing programmes,

General und technical education, however, were subjected toseveral reviews,
and liude attempt was made o obtain more budgetary resources for the school
system since the direction in which it should develop was still wnclear, Tt was
not until 1985 that projects were formulated © implement proposals put
forward in 1981, Rehubilitation of technical education started in 1984

Capital expenditure grew very fast in all other sectors [except the Social
Services Ministry where food aid has distorted the picture). In the health
sector capital expenditure grew from 9 per cent of the hoalth budget in 1977
10 19 per cent in the period 1978-82, increasing sharply 1o 36 per cent in 1983,
Equipment purchases quadrupled, with 4 focus on high technology items.
Building activities shifted from provincial and base hospitals in the mid-1970¢
10 teaching hospitals at the end of the Hecade.

(b) Considerable foreign aid inflow |he impact ol foreign aid on the
health sector and water supply was conmderable. Two new hospitals and 4
large amount of equipment and vehicles were obtained by the health sector ay
grants. Ltems such as contraceptives and malathion were alw made available
o aid. The dependence of the community health services on forvign aid
increased from 7 per cent ol its 1otal budget in 1976 1o 53 per cent in 1979, Tn
1982, foreign aid came 1o about one-fifth of total bealth expenditure. Assisance
from foreign voluntary organizations to health and health-related acuvities
vame (o 42 million rupees in 1942

{e) Restriction of recurrent In January 1978, the lood
ration programme was restricted o households with annual incomes of les
than 3.600 rupees, therehy containing the effect on the government bhudget ol
the rupee devaluation at the end of 1977, In September 1979 the ration

ramme wis ended and food stamps introduced for the same target group,
rnvkllng the same purchasing power as under the ration programme.
Lowever, in January 1980 the prices of essential food commodinies sold in the
pooperatives were allowed 1o rise flone by 35 per cent, sugar by 64 per comt
and rice by 34 per cent —and the impact of this subsidy on the budget was
more than halved: from 14 per cent of total government expenditure or b per
cent of GNP in 1979 10 7 per cent and 3 per cent respectively in 1980, The

Cvalue of the et food subsidy fell from 2,326 million rupees in 1979 10 J05

million rupees in 1980 and has comtinued wround this level, being mainly

contined 0 milk food. The value of food and kerosene stamps started off

1,777 million rpees in 1980 and has been maintained at around 1,683 million

rupees since 1981
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(d) Change of emphasis in funding | lere were very substantial inereases

in expenditure on water supply and housing during the period 1977-85; on
capital account in 1983, these totalled 109 rupees per capits compared (o o
provision of 73 rupees per capita for education and health, The fbod subwidy
ouly accounted for 19 per cent ol social sector expenditures in 1983, compared
1o A5 per cent in 1977,

There was also o change of emphasis within the sectors. Higher education
increased its share of the education budget from 7 per cent in 1977 to 16 per
cent in 1985, Within the health budget, expenditure on patient care services
inereased from 62 per cent of the total budget in 1977 10 74 per cent in 1985,

(e) Distribution of benefits 1here has heen a marked change i the strue-
ture of benefits acoruing 1o different income groups (Table 9.14). In 1975, the
middle-mcome groups benehted most, while in 1980 there was a definite
decline in per capita benefits ax income rises. This i mainly due 1o 4 change

Tawew 904 Benefits accruing from mayor socral expendibures, by income groups, 1975
and 19%0

Higher education
ol 1 "IN VAN TR [N (NS vt T AN o A o
1670 1972 1974 1978 1976 1680 1682

Sowre UNICEY  Ses Lanks (1005
Fig. 95 5o Lanka: per capita real recurrent government expenditure, 19701

The real value of recurrent expenditure was barely maintained in
ministries (see Fig. 9.5 This had a very senious effect on general educa
particular, as this sector had already been experiencing a decline in recu
expenditures per capita during the period 197077 Real per capita rec
health expenditure had been virtwally constant since 1970, In both
repairs and maintenance of existing infrastructure (huildings and equi
were badly neglected and consumables required for providing these
reduced.

Howsehold Population  Benefits per capita | 1980 rupees)
seudo o SR L Education Health  Food  Toral
wilmigdy

1973
Uinder 1,200 28 " n M 21
12012400 27 108 549 104 71
2401 -4 800 W3 134 " 147 130
4,501 9,600 215 166 a4 148 352
B.601- 12,000 2.1 177 27 (3] %7
Over 12,000 2.4 190 n -3 200
Average 132 5 130 312

|ano
Undler 5,000 04 84 Hh 167 437
3,001 6,000 40 135 i 1 421
6,001-12,000 5.0 109 () 181 351
12,001 24,000 4“7 106 i 131 215
24,001-30,000 67 m 31 7 200
Over 30,000 8.5 R V1] L I'4 o7
Average 10K 5 141 300

Sonrer: Alwilimna (1904
* Estimated price increases hetween 1979 and T80 derived foom the G D1 deflator come w 2508

~per cent. Heoow, there inoa fnunos correspondence between the income ranges given for 1973

w00

in the distribution of benefits from education. A marked improvement took
place in the participation of low-income children in primary school in this

period, so thut 4 greater share of the expenditure on primary schooling acerued
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to these groups. The restriction of the tood stumps 1o the low<income groug
whser itnproved the proportion of benefits accruing (o the poor even though!
targeting b weak. The bottom 40 per cent of the population derived me
benefit from government expenditure in 1980 than in 1973 relative 10 ol
incame groups as well as in alsolute terms.

(f) Encouragement of the private sector i was dane by extending
diroet support as well as relaxing restrictions allecting i activities. 1y
education, for prvate non-fee-levying schools govermment 1ok over the
payment of wachen' salavies from 1980 onwards. A private medical colle
[affilinted 10 Colombo Universaty ) was set up in 1982, Enabling lruul.m ,
wits passed i 1985 for the establishmeny of tertiary level independent degrees
and diploma-granting nstitutions 10 provide further sraming for the large
nutnber ol schiool leaven.

In the health sector, restrictions on the movement of health personnel were
removed and the right of private practice granted 1o government doctoe
The import of drugs was liberulized, with only drugs 0 the govern
sector being compulsorily channelled through the State Pharmaceuts
Carporation

2 Kducation

(m) Present status Census data indicate that between 1971 and 81 1
was a marked improvement i the proportion of the schoul-going age-g .
attending school, m pars due 10 the reduction of the age of admission from §
10 5 years in 1978, Literacy also improved over this penod. However, i
Central Bunk Consumer Finunce Surveys suggest that these improve
wok place prior o 197879, Between 1978/79 and 1981 /82 school avordan
rates increased wightly and there was u alight deterioration m literuey rates.

There was also a significant increase in the participation vates of the
A0 per cent of the population in the school system between 196970 and 1980/8
Clable 9150 This group improved the participation of their 59 and 105K
year olds at a faster rate than the average for the whole population, therely
narrowing the disparity between the rich and the poor considerably, P
ticipation rates for the 15 1%year-olds in low income households, though sy
very much below average, doubled over this peried

(b) Major comstraints in the delivery of general education
vices The sudden merease in enrolment between 1977 and 1978 put
alrendy weakened schoal system under further strain. Subsequent incre:
capital expenditure were almost entirely devoted 10 providing accommed
fior these children, Tnereases in the recurrent budget were not comme:
with the additional numbers, and per student real expenditure l‘ull l‘tuu
rupoes in 1977 10 260 rupees in 1983 The percentage of recurrent expendit

oy
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Tanve 915 Parvcspaton vates w education, by age and houschold
mcome group. 1969170 and 1N0/81 | percentapes

30 1 15 19 024

16870

Ks 00 (R (1 2. 63

Ra 100 199 N R ) ma 22

Average [oll income

o ih RAUN | 8 b8
LoB0 /|

Re 350 LN 74 nn 13

R 350 450 (IR 90 145 5

Re 450525 715 .4 o 45

Re 525 626 ) aLn 4.3 02

Averuge ull income

Rroups s #in i wA

Sowrce: Deprartment of Gensn anid Stanisthon, Noosws Bommensic Surrers 1590V 1970 wnd
21 special bbb

Note: Panvicipution rates weer caloubnted Dy taking (e tsmibier «lissitiod e stindens

ws o proportion of the tosal popakation in thar age group and hosetobd income
level

going to teacher salaries was 90 per cent in 1977, 95 per cent in 1980, and 91
per cent in 1983, with less than 10 per cent available for provision of school
books and teaching mds. Today there are some schools where ehildren do not
even have mas 10 s on  UNESCO 19821 Many schools do nor have warer
supplies or toiles facilities

Large intukes of untrined teachens betweon 197980, the neglect of in-
service training during this period, and a decline in teachers’ morale due 1o
lalling real wages probably also contributed o o decline in the quality of

schooling. The real wage rate index for government school teachers fell by 11

per cent from 1977 1o TOB3, while the rate for all central government employees
went up by 6 per cent in the same period. The practice of private tuition
hecame widespread as a means of supplementing teachers’ income,

By 1982, it was evident that the quality of education provided by the school

ystem was inadequite, with ‘o marked disparity among schools, between

and rural schoals and between the two sexes. . The perdformance of
average, below average and small school is shockingly poor as to warram
mechate remedial acoon’ | Kanyawasam and Wanasinghe 1982),

~n the urban slums and estate areas, children often do not anend because
y are supplementing the family income or looking after siblings so that their
rents can work. T 1979, it was estimated that a quarter of s million children
o 118 died not urtend at all and about o third of & million of this age group
mmmmamam 10 per cent of those aged
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10-19 declared themselves illiterate a the 1981 census, and the true size of
this group may be even greater.

3 Healih

() Present status Mortality und morbidity patierms are changing in Srl
Lanka. Mortality has Gallen for all age groups (Table 9.16); cardio-vascular
diseases, road accidents, and suicides are increasing: and mfectious diseases,
anaemia, and infant perinatal disorders are (allitng. At the same time there are
areas, for example the estates, where infant martality is still ligh bur declining,
und where the dominant problems are infectious disases and respiratory
disenses. While relatively low crode death rates and il mortality rares are
reported for the country as a whole, geographic variations are substantial,

Taste D16 Trends tn vial statishes, 19771983

Crade death rawe Infant mortaliry rate
Fataies 51 Lanka  Fatares Sel Lanka

1977 122 7.4 ns [ )|

1978 130 (D) uy 57

1979 144 0.5 Ho w

| Sty 124 602 "a "

1941 "a (1] na. na

(LY T il na noi

1969 na. bl I "

Sewrce: Dopartment of Censin and Seavintacs, Bubiveon of Vil Niutacticr and
Swmarnmmic fndieiors for $0i Lanka

A sigmificant decrease in discaseapecific mortality in hospitals without pars
allel decrease in mocbidity suggests that although curative intervennon s
available, the preventive aspects of health care have not been given d

emphisis.

(b) mmhmmdmm The merease
in capital expenditure with a tendency towards purchiasing higher-cost sophs
wticated health technology, combined with restriction ol recurrent expenditur
hits contributed 1o difficulties in maintaning buildings and equipment,” supers
vision, and falling service standards.

The liberalization of impors in 1977 eoded the State Pharmaceu ic
Corporation’s monopoly to import drigs. A very high level of drug con
sumption subsequently built up. In 1979 it was estimated that the privad
sector was spending 285 million rupees and the public sector 117
rupees. MWdeh\thmmmmdw AL

1 Welfare

9 Sri ldl

health care level of the public health service, This has been partly di
doubling of the cowt of the package of basic drugs between 1979 d 1981
without & commensurate increase n budgetary provision; partly 10 leakige
and maldistribution within the system; and partly to the tendeney 16 pr wrilw
more expensive drugs.

The declining purchasing power of doctors’ salaries has contribuited 10 an
exodus of doctors from the country —at present there are about 1,000 ] -
in the cadre. To counteract this brain drain and as part of iy general policy
to encourage the private sector, doctors were permitted (0 engage in
practice from 1977 onwards. No controls were imtitited to ensure that dociomn
attended 1o their duties in their substantive posts. The privilege of private
practice was widely abused throughout the health service, leading to u deterios
ration of morale, discipline, and the quality of service provided by , I
stafl. However, private practice has helped attract doctors 1o peripheral units
und districr hospitals in remote areas. '

Permitting two sysiems o function simultancously  within the health
service — one with a profit mative and the other with a service iv ,‘{""},
Ted to preferentinl acces and wtilization of government facilities by the fi ‘m‘ :
An unofficial system of “fee-levying’ developed, wherehy patients hatl 1o pay
individual hospital stall to obtain services which the state was providii
free. Pillering of drugs and consumables abo became widespeead, leading 1o
recurrent shortages of essential itoms.

The morale and motivation o health staff outside the carative services s
also been affected. Administrative positions and public health positions, where
private practice is not allowed, remain vacant —8 out al 19 Superintendent of
Health Service posts and 42 out of 144 Medical Officer of Health posts. During
the Last five years, only eight doctors have joined the Medical Officer th
cadre.

Mare recently, paramedical cadres have also been affected by the lure of
more lucrative jobs abroad and 10-15 per cent of the cadres of laboratary
technicians. radiographers, pharmacists, and midwives are currently vacant,

Wesknesses in management and supervision within the health services,
aggravated by the exodus of medical and pavamedical manpower und the
Introduction ol private practice within the context of restricted recurrent
expenditure, has led 1o a deterioration in the quality of the hrealth services.
The preventive services have been particulurly affected,

Nutrition Anthropometric measurements as well as consumption data
indicate that undernutrition or protein-caloce malnutrition s widesprend and
secioms in S Lanka. At present about 35 per cent of presschool children are

unted and 13 per cent are wasted. Measurements made of estate and rural
pre-school children w 1974/75 (USAID 1976) and 1980/02" (Table 0.17),
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Tanwee 917 Comparin of undernuteition, 199082 and 197576
Agre-group Stunting” Wanting'
- Rural Estate Rural Eatute
o 1910 u2 oo KR LR 104
197576 93 74 W b7
1221 1940 m2 156 o 131 (RN
197576 205 172 10.5 13.5
29-35 190 /82 176 RRT Hb ih
1975 -7 204 626 06 LB
647 190082 265 163 1.7 )
197576 0.5 1A 2 il
60 o2 512 5.3 n? 6.2
197576 74 tA N 44 PN |
Aye-group Notmal Fim Second Third
cmonths) degrer degree degree
611 1080 /12 2.3 a2 19.% 20
7576 20 518 22.0 34
2. 1980 /82 o b ) .7 (R}
14975/76 nu RUI 5.0 42
2435 1980/12 126 S 0 1.7
1975/76 uh iR R 2.5
1o 47 198042 0.7 33.2 53 14
1975/76 ui 475 e 33
a0 198002 7.2 wa 100 22
197576 a8 ma a2 35

Soirie. Suliis (1084)
Sotet Commparmens are bimated o sl wnd estite sertom smce the 197576 sarvey covered
lhnr Atvas

* Percemuage ol elldren warh hegghicdorage boss shan 8 of ssandand

b Percomiage of chibdren withy weighi o height bess 1has au- of saadard.

Firnr degree’ b pereontage of cliidren with weighidor-age 75 8997, of wandard; wuﬂ
e’ bo GOTEOthiid degrer s loss than oe

however, indicate that stunting has decreased in both roral and arban secto
and for all age wroups. However, wasting has mereased for all age groups
the rural sector, but only tor 6-2%«month-olds in the estate seowor®,
Consumption surveys indicare thar food ke appears 10 be generally
adequate 10 meet recommended mimmum calorie requivements (Table 9.18) %
This conclusion is supported by Food Bilance Sheet duti on Tood wvailabi
(Table 9019 Calovie consumption was sioilar in 198182 to that in 1965970
bt i the interim period registered a lall in 1973 and recovered (therealter.
However, divaggregated data show serious calorie deficiencies in the lowe:
income groups Table 9.18) The hottom 30 per cent of the population has had
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an uninterrupted decline in calorie comumpuion since 196970, By 1981 /82, the
middle 20 per cent achieved comumption levels close o those they had in
196970 after experiencing a decline in the interim period. The top 50 per cent
after an initial set-back in 1973 improved their intakes rapidly between 1978/79
and 1981 /82 1o levels lar higher than they had in 1969/70.

TAvLe WIB  Per capita daily calorie canswnplion, by decile,
1970, 1978179, 199081, and 198182

Diecile 19 1978 1980) 1981
19700 1979 1GH1 1oR
Lownit 2008 188 L2 L
Dl 2065 1ons 1,540 |.55%48
Jed 2.123 1.848 1,788 1, 7™
4th 2070 1M 19 2w
Sth 2227 2157 2113 2168
Gl 22 2337 2%0% 283
th 2346 o508 2519 2,558
tih 2400 2798 2666 2RY8
Hh 2486 305 2971 L1
Highest 2565 3206 3% 31216
Average 2260 28y 2240 220
Food balanee shert
(Lyeur average| QUR7 2321 2184 LI

Sowrce UNTCEY-Sel Lanka (1905,
* locome dev e used
* Eapendinny deciles are sed

Anthropometric and comumption surveys, supported by Food Balance
Sheet data, suggest that nutritional status improved between 197779, In
Junuary 1979, the vation programme was restricted 1o the low-income groups,
This continued 10 ensure minimum . consumpion fevels for some of these
groups. The introduction of the food stamps scheme i Seprember 1979, with
a fixed value in stamps, resulted in a ceducnon i the quaniny of food
obtainable owing to the sharp increase in the prices of basic foods afier the
removal of the subwidies in early 1980, The improvement in incomes of the
upper income groups enabled them 1o cope with the restriction of the ration
in 1979 und the price increases in 1980, In contrast, the incomes of the lower
deciles did not permit them 1o acquire the same guantities of food as belore
(Table 9.20), even though they shifted from flour and bread o cheaper calories
from rice,

The districts where dietary insdequacies and stunting and wasting are most
obvious are Kandy, Nuwara Ellya, Matale, Badulls, Trincomalee, Batticalon,
wod Asparai, where 24 per cent of the population reside. Other districts where




266 UNICEF, Colomba i
. o 9 Svi Lanka 267
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g = A == :} | Inadeguacies are high are Kegalle, Ratnapura, Galle, Matara, Hambanoo,
=R TR 2 sagzn and Moneragala® with 25 per cent of the population
g IE= < 33258 Bloanen Nutritional standards are lowest among households where the main lwonie
- o = carnet is an agricultural or animal husbandry worker, a labourer, a cultiviie
ggoes 1 E f Sahn 1984). Th | A4 ol all
= SosNEn | E 2 or a larmer | n 1o Phese ormpamma groups cover 48 per cent
FEX S=F=s g - 5 E = HENRS houscholds. Households where the main income earner is in these gm\lllmlk
‘ - 3 (el I up 61 per cent of those i the lowest expenditure quartile. Attempts 1o identily
g § SHRRGE B g g most vulnerable indicare thar 60 per cem of the ‘ultra poor’ are from these
— - . 2
R occupational groups.
2 == § gape = g g 2 2Ege ‘Ultra poor’ are defined as those households where calorie muake is less than
b = w = = = B0 per cent of requirement and more than 80 per cent of their total expenditine
Is going on lood
@ -~ e
= S §_§ 3538 % i 5 Agricultural and animal hushandry workers, comprised almost equally of
‘ = B = rural farm workers and estate workers and casual labour, derive 72 per cont
k- FElSSaSS w
5 g g o § $ g 22 2 =1 D B o of their total income from wages. Among households where the primary incomse
- B b < g S ;'anm is a farmer or cultivator only 33 per cent of income is from Ihl' I‘ld’
5 B - - wome-produced products; 20 per cent is represented by home
5 §§“‘;§§-”§ = : £ 2 P:gg witges account for 15 per cent; pensions, etc., 10 per cent, and mmm
- ~ § i | B e 5 § cent (Salm 1984). Even among paddy producers, half are net purchasers of
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= RE x 8$°< pe: ’ g g . % The purchasing power of these valnerable groups s therelore (o oa
v|s=mpgucn s 3 ; E = E g_ 2581 E extent dependent on wages. The relavonship bertween sources of income (hy
& F 3= g, Sets 8 4 R aiCaiadio o) way of wages or sale of produce | and food prices i a crucil one, As un indi
a = ™ % ‘: ' of the welfare of these groups. their purchasing power can be esti
2 § 5 53 g 2 § me 2 g s . relating their wages to the main foods they consume, using 4 ratio
§ = <L e _.’5' - ?, o S price per fnlutic in terms of wage units Table 921 shows how wages
Uleleccssese = J > s (B8 § 22| % lnbourers in the small-holding tea, rubber, and coconut sectors, in
§. '5_;_, i g B e E B 3 . s cultivation and the building trades (a proxy for urban libiour) between | )
< = o 5 - § 2legesm i and 1984 were related 1o the prices of six food commodities which constitute
§|C|20CA888E 5|y E % f ARG B 8595 per cent of the calorie cansumption of the poor
g i R - < E : i ([t w5 G ! The price per calorie in terms of wage units differs considerably between
eme= . —NEE B the foods examined, coconuts being the most expensive and manioc the
¥ E §§ g IZEE g g g | 1 cheapest, Since 1977, wage rates of agricultural labour increased rapidly, ex-
= . = o~ gi :t;' B § 2= i = } veeding the price increases of rice, manioc, coconuts, Hour, and p
g E 2 8 ® | e Do/ e 1979, In verms of wage units, these goods were cheaper in 1979 than
g i '§ g g :tmm 1979-81, prices escalaved and the purchasing power of \np
g . - s Rl _ teriorated
£ Ej z e < ‘§ .i = _§£5§ = The picture that emerges from this analysis supports the conclusions
o i-g C fﬁ il o 1 from calorie consumption data, i.e. deterioration between 1978 ‘\"
= = E = % £E3 = and a slight improvement (except for the lowest two d .n\ ) in
- -g_::é._-g‘ é'.' o i sumption data, however, stops there, while the dats on p
- 3 .355}6: s o : mawmmm.munmmmm_
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Tantw 921 Calone price w torms of wage units, 1977, 1990, 1982, and 198
wunorgmmzed ecior labour |

receiving stampn of 25 rupees each month, Altogether, 4 per cent ol the
pu'mhui«m were receiving food and kerosene stanmps,
Eligibility fiar food stamps was based on household income, the number of

e Prace Cabarie Tea | TR oo Py X R A s Y PO
™ ad |t be stumps given being determined according 1o a sliding scale which diseriminated

agabist larger poor families. A housebold of six persons, with a monthly meome
of 300 rupees or less would all qualify for tood starmps. whereas i household of
smilar size with 4 monthly income of 301360 rupees would have anly one

37 Avermgr wagr
rare K UR N nn DN " s
Caliwie rrpwiv abemd

Rice  rubiess s 5 A ol niM? (1004 oo st member receiving food stamps, Dise 1o this, many large Lumilies earming a little
Nw ollonmibom A 1 LAw vin 0.1 "im 000 00 y !

Fheser ™ ™ e 0080 p.oss P B0 aver 300 rupees per month get very linde relief, .

Manun 1w A 0y L LA 007 i In March 1980 it wiss decided thin no additions should be made 1o the
Siagas 1w 1.0 o 00 DAL 0.2 b2l : : . " W,

[p— 109 | g W) Il i 26 B2 numbers atready receiving food stumps, This disqualified all new-borns fabout

19 Averngy  wage 1.9 million) and families which subsequently suflered serious income lomses,

pord ot :: 17 nm LAY 2w LA Due 1o large-seale underdeclaration of incomes and the difficalty of verifying

wie ewpuis alemt ! S £

Woer = BOM NN b N aoe then, 50 per cent of the population was included in the scheme originally, 1t
v g M PRSI oo Mom  opm  aan is estimated (Aluilima 1984) thar 20 per cent of the benefits from the scheme

2w AL s RS ) [ERE O LLRTAN R 8 .

m::' 1206 1000 nm 01y 1 L) o160 accrued (o howseholds witlh income of less than 400 rupees per month, 1o 4
S v - o o S . . ... X Luthon; 30 per cent to those with 400600 rupees pee month,
Mivasl (R AN ik s [N Y LA ] DAy 'm cent “nlw 'llpll i Pc

je. 21 per cent of the population; 36 per cent 1o those with 600~ 1,000 rupees
per month, e, M per cent of the population, and 14 per cent 10 those with

12 Averngy  wagr

e R L no nn oy nm
Cuboeie exquivalens ‘ sees per month, i v cent of the poputavon: Most

Kur » LA nuon Hms 0wl WS Dk ‘""’"'n '“‘.', '.°‘”,. “" "r “h' Lc..sl m

oot w32 140 1) 0 nary 01N 00 nos of the beneficiaries (80 per cent) were in the rural sector whete accurate

M 240 LA B e s s 00N 3 e ) o cent of benelis aceried w0 ]

1288 4 o+ -G~ -~ - 1+ v income estimation was difficult. Only 3 per cen the

Com i LAl 1902 0.1 0120 o1 01 0131 estate sector where incomes were easily verifiable.

Preid Ll 3430 Ll (w2 B vam oo The real value of the stamps declined drastically from 1979 onwards due o
ot o BN BE  Be w0 BN food price increases. In 1984, 10 buy the same basket of goods a in 1979 »
Caborte expurs ahens 15-rupec samp would have had 1o be increased to 3 rupees 148 per cent),

Rur nio LAY and s s M s . = Al ' . an i

Vot 1 1,000 nam w3 e 0088 0% 4 20-rupee stamp w0 49 rupees (130 per cent antl & 25-rupee muapqu

Mavies 116 1570 0o 000} .00 ous ) rupees (168 per cent). ,

o - S - S o R oM A The tecent decision to transfer the programme (o the Miniry of Social

Hrend 6 I 0 - (0 i o o) Services with social service officers 1o targer the progrvmme effectively ﬂm

deal with some of these problems. But the discriminaion againat lager poor
families remains in the new scheme proposed. and no deteemination reganding
the value of the stamps or how their real value will be mamtained has been
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V Summary

The economic policies followedd since 1977 have led (o accelerated economic
growth, expanding employment, and reduced unemployment. But they have
also hisd some adverse effects on the welfare of vulnerable groups. The palicies
e resulted in very high price increases, particularly for fooed ftems and
Kerosene, Consequently, real wages appear w have declined in the onganized
sector, The deterioration in real wages in the informal secior has boen much
less and real wages may oot have declined in the paddy and comtruction

(b) The Food Stamps Programme | he Food Stamps Programme transfen
meome to margmal groups but, unlike the ration programme does not have &
specific nutrinonal objective. In 1984, there were 5,591,730 pensons over | ,4
years recewing stamps of 15 rupees each month; 729,712 children aged 8-
receiving stmps of 20 rupees each month, and 679,593 children under 8




270 UNICEF, Colombo

sectors. There has been u detenioration i income distribution. particul
between 1973 and 1978/79. Since 1978/79 the overall deterioration in inc
has been entirely due 0 a deterioration in income distribution in the ur
sector,

The post-1977 period was characterized by a docline in the prominence of
the social sectors ax & whole despite substantial increases in investments i
higher education, water supply, housing and health, financed 1o a large extent
by foreign wd.

Restrainis of recurrent expenditures in the major social sectors aggrivated
manpower shortages and resulied o detenioraton i the quality of servies
provided which may have serious comsequences for the quality of future
erationn. In the general education and health sectors the post- 1977 pol
prolonged s period of neglect which started in the early 1970s. However, in
the nutrition sector, the change 10 food stamps of declining real value at i tim
when the purchasing power of the poor was lulling remaved the security of t
guaranteed minimum consumption level provided by the free rice ration; the
consumption level of the lowest decile fell as low ax 11R] culories per persa
per diy in 1981 /82 —lower than in 1973 for this group, There was evidence of
rising malnutrition among children in the rural areas.

The economic growth experienced since 1977 may not be sustainable, singe
it i highly dependent on foreign finance. There s littde or no evidence of
restructuring n the economy towards more selfsreliant growth, which d
require # higher proportion of domestic fimance of investment, and faste .
growing and more diversified exporms,

Notes

1 Since no diea are available fr gaoging rental chunges, the 8§ per cent of experndit
ot hotisng was distrihuted among all other tmes,

2. "Ouly abow 0.6 per cent of the replacement cost of equipment win budgeted fog
mmmenanee and repairs, in contrast 1o respuirement of at least § per cent’, “Taki
pant capital expenditare into account, the “under funding™ of the health
may now be in the reglon of 20 per cont of existing budges approvals (Waorkd Bank
1088 Building maintenance is also severely constrained due to lack of fuds
reasonabile allowance for annual building madntenance bs 1.5 per cent the ol value

of the stock and this would hsve been equivalent to about Ry 27 million in 1982
T thut yeur, however, only Ra 20 million was allocated for building maintenance,
Funds provided loe the use of veliicles were abso inadequate’ (Warld Bank 19684,

1. Surveys designed and carned out by the Food and Nuwniton Policy Planning
Division, Minitry of Man Implementanon. Simee all these surveys were done o
children below 5 years, stunting (measured by height for age) will reflect changes
i the watrition status of this groap during the Bve years immediately preceding the
survey, while wasting (measured by weight for height) will reflect recent and acute
dietary inadequacy ooourring at the tme the survey was conducted. A composite

Inckivator (the Gomez Index ) also measures whether childeen wre underweight for

9 Sn Lanka

their age, which combines the effect of sunting and wasung. A standard »
population s used agamst which the percentage of the Sn Lanki populate
malnourshed i gauged. The reference population used in both surveys is that of
the Natiomal Centre for Health Statistics, USA
4 These results have 1o be interpreted with caution. Il the Gomez classification i
taken, there is a slight but definite improvement between the surveys for all | o
groups  there are les children with second. and third.degree protein-calisie 3‘ '
nutrition and more who are normal or with fiet-degree malnutrition in 1900/82.
However, sitice this measure pleks up the substantial improvement in stunting, it
probably more indicative of nutritional status prior (o the 198082 penod,
5 Estmated by the Medical Research [nstitute s the minimum average cnlone
requirement for the current Sn Lanka population by adding the calories reguinsd
by cach age and sex group (assaming moderate activity levels) and dividing by the
total population. Average minimum per capita calorie requitements work out sl
2,200 per diy
Estracted from Ministry of Plan Linplementation [1984). Region 10 has Mﬂ'\'
up and the distrions re-rnnked. -
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Adjustment Policies and the Welfare of Children:
Zimbabwe, 19801985

Rob Davies and Dand Sanders®

I Introduction

The aim of this study {5 0 asess the likely impact of adjustment
stabilization policies on the welfare of children in Zimbabwe over the 1980
85 period against the broad backdrop of health, education, and wellis
programmes dnrlnpcd by the Zimbabwean authorities, despite diff
circumstances since independence. The study, however, s not mtmded
be an assessment of either health and welfare policies i Zimbabwe sing
wdependence, or of the ethicacy of adjustment and stabilization policies,
Zimbabwe, which became independent i Apnil 1980, mherited a typic
underdeveloped economy further distorted by racial inequalives. Land ows
enship wis extremely skewed. The Land Appornonment and Land Tenur
Acts assigned ownenbup of a large part of good quality Gorming land w th
white minority. At independence, 4,800 lurgescale furms occupied about I
miillion hectares of Tand while the communal land sector inoluded soame 700,00
fumilies on 16,3 million hectares of mostly poor Land. Educational opportumniti
were abso unequally distributed, with primary enrolment rutes of close o 1)
per cent for the Enropean population and ranging between 30 and 40 per
for the African inhabitants. This combination of underdevelopment and racisl
inequalities was further reflected in the disease pattern of the black majority
The predominunt health problems were, and are, nutritional deficiencie
communicable diseases, and conditions reliated to pregrancy, childbirth, a
the new<born, These problems particularly atfect twao valnerable gmup‘of h
population: young children and women in the child<bearmg period,
numinon, a magor problem i Zimbabwe as in other developing counteie
undeches much of the morbadity and mortality. In pregoancy i is a :
cause of low birth weight with its attendant mortadity and mortality m thy
carly mouths of life. In young children, it is an important cause of mortaliey
and forms the basis for the frequency and severity of many infections: the maos

* Pl wuthors wish w sk Rewaud Decostey, Kockut Boewis, Lynda Loston, Chiurkes
and Geodl Foster for thesr comments and asmtance
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significant are diarrhoea, acute respiratory infections, and the immuniey
diseases of measles und tuberculosis

Since independence, substantial changes have occurred in several of .
areas. Indeed, over the 198084 period, government policy has eon nily
aimed at rectifying the distortions inherited from the previous regime
dealing with the most glaring problems of underdevelopment still aff
the country. However, two factors, both beyond the control of the nathor
authorities, inflicted a serious blow ta these government effors. They were lk
micrnational recession, which began i 1981 and which was hmn'dm
ransmitted 1o the national economy, and an extremely severe drought lasting
from 1982 10 1984, Facing growing losses of output, household incomes,
budgetary resources. and foreign exchange. the government introduced a series
af policies aiming a1 reducing external and mrernal imbalances while trying
10 tuckle the most urgent domestic issues.

When assessing the effects of these policies in terms of child welfiare, it -
particularly difficult 1o separate the impact of stabilization policies from that
of ather influences on the econamy , or from the effects of drought which w
affected health and nutrition levels,

Fhis study s organized as follows. Part 11 illustraces o
developments over the period 1980-85 with particular attention to the naty
of the stabilization policies introduced between 1982 and 1984 Pant
examines the impact of these policies on the general economic en
| prices, incomes, etc.], on government expenditure, and on the provison of
social services, health sector programmes in particular. Part 1V establishes
how these internal and external changes have affecied the wellare of childeen,
while briel general conclisions follow 1o Part V

II Adjustment and stabilization experience

I Muacro-economic hackground

Thiee distinet phases can be identified in Zimbabwe's post-independence
macro-economic experience: the hoam of 1980/81, the recession of 1982783,
and the recovery which started in 1985, In 1980 the removal of sanctions,
which had been in existence 15 years, stimulated the economy by allowing
cheaper imports and better export prices, as the premiums paid on imports
and the discount on exports were removed. This wis compounded by wage
increnses which fuelled @ consumer-led boom, by an extremely good agris
cultural season in 1980/81, and by a generally more optimistic mood in the
country. GDP per capita in constant prices —which had been negative through
the lute 1970x increased by 8.0 and 98 percent in 1980 and 1981 (Table
10,17, But the droughit, which started m 1981/82 and lasted until the end of
1904, coupled with the impact of international recession on export demand,
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then led w ou domestic recession. 1t has also been suggested that the redis- - s -Z5 .:‘: - = é.: (-3
tributional policies followed by the government during the first phase m -| § S $38 88 §§£ ~MBRZ  RaES
have contributed (o the subsequent downturn, but this has not been ' ’i
established. Growth of GDP per capita became negative in 1982 and, = . w-8B Mng pROcn SRRI
ticularly in 1983 (= 6.1 per c:'m)‘ The economy bottomed out in 1984 s 5 § | 33 28 = 5'5? R g S5 .
preliminary data indicate that a 2 per cent increase in GDP per capita wa ' ' e
recorded in 1985, 't SHE =8%6. ~ARS
Several other macro-economic variables show less variation during t & gg st n=2% %"ﬁ":‘ FHARs  N=E=
1980-85 period, suggesting that some of the economic problems were structu ' B .
rather than cyclical (Table 10.1). Inflation rates, for mstance, moved inte - 3y emo =B 2;2 - §: ; w &= B =
double figures from 1981 onwards. Alithough wage employment picked ug x 3¢ %83 220 i $. WMRGHe ==t
margmally ar independence, there appears 10 be a long-term structural _ ”
problem of chromcally stagnant employment. Similarly, although the balance g 8- sec = S 252 = 21z 3 52 P
of trade moved into deficit in 1981 and 1982, dightly preceding the recession, ~ == 3 3 B = Sak e= RA= RBNE=
s deterioration had in (et started from 1978, again suggesting that a structy Bel
rather than contingent s was ot work, The same is true of the cu - > —ta an mE® e
account balance (Table 10.1), § 32 833 =228 3ek cREEE L
The central government budget shows a similar trend. Expenditure it o
nominal terms between 1980 and 1984 grew at an average rate of 24 per o = = Moo= sad- :
per year, bur it bhad grown at an average annual rate of 17 per cent in the fiv § ﬁ = £33 2 § zan RS .3 23N 3
years poor (o independence. There was thus an acceleration of an already ' '
existing trend, rather than the establishment of & new one. However, the s nE = ”
reasons for the expansion differed: prior o independence it was the mcreasis E g * §8s n2s2 3 ; ? g ‘ g— g3 REEIE
cost of defending the regime; post-independence it was largely due to : '
nsion of social expenditures. These government expenditures expanded =B = =z CY =2
::rdly m 1981 and ::8‘2. Iminally revenues also im.‘tt':led vapidly, as 5 g: 283 2=2 33 ? rE22Y 785338
government mied 10 finance ity expanded social expenditure program y '
through taxation, so that the deficit was reduced, both in constant price term - aa- | =
and t:lau'vrlu(il)l' However. lheincmninuxm'cmnuwnmsnmn sned ' s e g§$5 == 5‘1?2 z€223 "sS
und the deficit grew in 1982 in the aftermuth ol the recession. The g et ' '
attempired o curtall expenditure, so that there was actually o small fall in rel
terms ax well as o slight reduction in the deficit relative 10 GDP in 1983, 8 S na _§ 555 55 :.5 . iﬁé
Although the government continued o restrict the expenditure side of the B Nat RARe & ' E
budget in 1984, the impact of the domestic recession on tax revenues mean
that the deficit increased, both absolutely and relatively, in 1984 (Tabl "é "
10,0 Despite the introduction of stabilization policies, the government budge & = =
remained expansionary 5 g = §§
The phases identified above are useful in discussing official attitudes towardh i 8 § g E 4
stabilizavon and adjmiment issues. In the boom. government spending of § Eg E Ei —wEE=S E
social services rose. minimum wages increased, and there was a generall, . l‘!a E gi% Ei 8
OpUImIstc View i government as to how fast it could go in redrosing th LES i g
inherited inequalities. By Lute 1982, however, this mood had chisnged and the 3 lg} Eiiig i 33% }i
government, under the stimulux of an IMF stand-by credit, !QW?; : 3 = “ ¥
fairly standurd stabilization package, the main components of which ineluded
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devaluation of the Zimbabwe dollar, restrictions on government credin exgs
sion, and & wage freeze.

Tecan be argued that policies adopted in response 1o the domestic recess)
hiad & negative impact on children. However, this bas to be viewed agai
background of substantial gains in redressing inequalines imherited from
past, Immediately after independence, the government inroduced » no
of sigmificant redistributional measures, These included raising the inconies o
low-paid workers through minimum wage legistation. and ol POOr peasan|
particularly by improving creditand marketing facilities; o drmitic exparsie
of the educational system, and greatly improved sccess 1o health care, p
tcularly by providing a free heulth service for low-income groups. The govers
ment. actng on a presidential divective to sccelerate promotion of blacks,
substantially rediessod the racial imbalunce in the civil service,

2 Stabilization und adjustment policies

Although the terms “stabilization” and “adjustment’ are widely used, there
little consistency in their use. In general, stabilization policies refer 10 3 faigh
standurd set of policies designed 10 manage either one, some or all of
following: the balance of payments, mflanon, and the government budge
deficit. Because of the strong association of the IMF with such policies |
underdeveloped countries in recent years, there has been an increasing tend
ency for stabilization policies 10 be identified solely with balance of paymest
disequilibria, with the control ol inflation and the budget deficit being regarde
implicitly ax instruments to be used in the achievement of balance of payme
stubility.

‘Adjustment policies” and stabilization policies are often regarded as con
plementary in that stabilization policies tackle the short-term problems g
provide the breathing space within which adjustment policies can be used
tickle the long-term structural cavises of the problems. However, it is deba
whether they are not contradictory in practice. Thus, for example, a o
bilization package which restricts government spending s likely 10 curuail §
ability 1o finance structural adjustment,

There seems 1o be a trend not only 10 interprer adjustment policies in
ncreasingly narmow way - essentully involving the removal of restrictions og
and interferences with, the market - but also 1o see them as svhonvmous wi
stabilization policies. In part this i because of the practical difficulties o
diwtmguishing between the two. Almost any policy has structural COnseqUence
some adjustment policies have stabilization consequences even though "
ntroduced with stabilization in mind. Nevertheles, blurring the distineth "
between the two is not useful. Stabilization policy should be interpreted in th
traditional narrow way as the use of standard macro-economic instrumenty
aimed at raditional macro-economic targets. Adjustment policies shaald e
interpreted i a broader sense. In this study attention in - predominantl
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concentrated on the stabilization policies adopted since independence, the
madn fnstraments of which are summarized in Table 10,2, The most significant
instruments were the removal of subsidies, the wage freeze, and attempis o
restrict the growth of government expenditure. These policies will be examined
w greater detail when discussing their effects on the health and nutrition of
children

Noartempr is made 10 examine the efficacy of these measures. There appean
10 have been a recovery in the economy in 1984 and, parocularly in 1985, o
that there is prima facie evidence that the policies may hiave worked, although
a much more detiiled analysis would be needed to establish the actual cavses
of the recovery. 1t is interesting to note thit the balunce of payments measures
lsted under AY in Table 10,2 were introduced much agabnst the will of the
IMF andd were partly responsible for the suspension of the agreement. However,
they do appear 1o have worked in improving the invisible secount, and many
of the controls have since been relaxed.

Tavre 102 Chromcle of mam macro-economne policy tstruments wsed by governmeni
sy 1980

Tistrument Date Comment
A Halamce o/ payments and exchange vaie policies
Al Devaluation B Dec, 1982 Explicit devaluation of 204,

againt hasket of currencies

Jan. 1084 Zimbabwe dollar allowed 1
depreciate o further 57
[RR Agreoment that Zimbubawe

dollar would not be allowed 10
Tive gt maor trading
CHrrence

AL Restrictions on new From 23 Mar. 13 Parr of IMF agreemem
morecnmncessional
foreign barrowing

A Balamee of payments 27 Mar. 1984 (o) Temparary sispetision of

controks remittances of dividends,
branch and partnership profis
b wmpaorary reducton of
ermigrants’ serlingsin
allowances; [¢) soquisition of the
Wlocked external securities pool;
(o release of blocked Finds of
companies and individualy (o)
temporary suspension of all
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Instrument Dair Comment
conbinwed from p. 277
H Prise and wage contrals
B1 Cam i subsidies und May 1982 Beel
neTeaNes in Iuly 1982 Fertilizer
administered prices Steel
Oct. 1982 Electricity
Dec. 1902 Mauire meal
My 1943 Ratlway tanth
Sept. 19413 Beef
Muaize meal ’
Bread n'
Milk 504
Vegetable oils 2%
12 Wage lieesr Jan, 1982 Wage increases not allowed i
exceed hall the annual rise in

€ Gvermment hudger polican

C1 Restrictiom on
government credit
expansion

C2 Restriction on new
recruitment by
ROvermmen

D Monetary polivies

D1 loterest rates

122 Restriction on
domestic credit
EXPAnsIOn

D3 Mintmum ligudinty
Mt

From 23 Mar 1063

1985 14

Feb, 1981

Sept 1081
Apr. 1984

From 2% Mar. 198%

20 Mar. 1984

| May 1984

the Consumer Price Index i
part of IMF agreemem

Part of IMF agreement

Bank rate up from 47, 10 .. %
Bank rate up from 6% w0 990

Post office savings bank rates
rubsed

Part of IMF agreement
Raised Tor building societies

Ramed tor commercial I
and accopting houses

Il The impact on general economic environment and health 1

In the 1982 cenn, Zimbabwe's total population was estimated 1o be 7.5
million, with .28 million (56.7 per cent) i communal lands, 1.57 ‘
(20.8 per cent) in commercial farms, and 1,67 million (22.2 per cent) in urb
areas. Stabilization policies cannot be expected o affect each of these groy
equally or uniformly. Initially the analysis focuses therefoee on the urban seet
(wage eamners and informal sector producens), while the impact on e
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population which comprises those living on communal lands and on com-
mercinl farms is examined thereafter.

From the point of view of this study, two of the most significant components
of stabilization policies in Zimbabwe have been the freeze on wages and the
removal of food subsidies. Both have serionsly affected the movement of real
carnings, and would be expected (o have had serious direct consequences foe
nutrition, The section beging by examining the relation between stabilization
policies, incomes, prices, and nutrition,

Stabilization policies have also affected the government’s ability o provide
welfare services, an important part of the social wage. These effects are exam-
med separately

I Effects an wages, incomes, prives, and subsidies

Zimbabwe mherted an exiensive system of price controls and subsidies, which
it continued to operate after independence, placing more emphasis on its use
10 keep the cost of basic food items low. Two forms of subsidy were used,
Firstly, the government met the deficits of the vanous agriculiural marketing
boards, which arose because prices 1o producens weee higher than those 10
consumers. Both sets of prices were under direct government control. Secondly,
the government paid a divect subsidy to certain private producens of basic
fooxlstults,

In nominal terms, subsidies rose rapidly from 1980787 untl 1983784, since
when they have remained relatively constant. However, in constant price
terms, although there was a sharp rise between [980/81 and 198182, there
have been reductions in cach subsequent year, highlighting the attempis by
government to control subsicdies. This is also demonstrated by the fall in the
share of subsidies in government current expenditure since 198182 CTable
10.3).

Because of the growing burden placed on the budget, the government
already wanted 10 reduce subwidies before the IMF agreement, However, it
wax only under that agreement that this happened.

In 19682/83 some subsidhes were removed while others 1o processors of basic
foods were reduced. There wis some attempt to suniimize the impict this had
on prices by delaying permision to increase retuil prices. Nevertheles, there
were price increases over the 1982/8% period —some 100 per cent for maize
meal, 25-30 per cent for bread, and 25 per cent for edible oils (Table 10.2).

Apart from the direct effects of the removid of food subsidies, raising con-
trolled prices of electrivity, railway taniffs, and fertilizer alwo influenced the
general price level, albeit with some lag (Table 10.2),

The combined effect of these price increases can be gauged from the move-
ment of the consumer price index. Between August and September, 1983,
which was when the most significant removal of subsidies 1ok place, the CPI
for low income wrban Gamilies rose by 15,6 per cent, while the index of food
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Tanvw 103 Level of whadies and thesr patiern wver time. 1980/81- 1985186 (3
thousand)

T9RO/BT 198T/82  1982/R5 190384 1904/85  1985/86

T marketng boards
ool auln 25,730 34289 6,518 41630
Dairy 4110 10,954 18320 41,602
Maize 0,602 500 22910 #6000 36,710
Soyn 1,919 4496 4,008
Wheut 11634
Sorghum 1,40
Susrorar 25310 42,150 45 122500 127,676
To private firne
Bakers Hour [T #9500 1,040
Ecible oils 5,700 6,200
Mamze meal 20,156 GAHO0 AN G 28000 22,000
Opatue beet 104 40
Suatorat 1,567 FO900 51025 28000 22,000
Toras SARTT 112050 125,653 150518 149676
As %, of curfent 52 .7 0o 607 6.1
government
expenditure

Value of subsddies in 55,250 M1 HO97T  mn2% 778N
conwtant 1980 prices

Sewrve: Zimbabvwe, Eitrmates of Expenditare, Havure 1ORE 00 190500

prives for this group rose by 27 per cent. Clearly, attempts 10 reduce ang
remove subsidhes contributed significantly to the rise in the cost of living | Tabl
101,

This inflationary impact was reinforced by the 1982 devaluation and sul
sequent deprecianion of the Zimbabwe dollar. Although o i diffieult §
quantify, the facy thar Zimbabwean production is highly import-depend)
means that a Gl in the value of the dollar is fairly rapidly transiated i
higher domestic prices. "'

(a) Effects on wage earners How were the carnings of urban wage e v
affected by stabilization policies® Since independence the government I
adopted a policy of administered wages, particularly for the low puid. Ther
were minimum wages for particular sectons before independence, but the
government introcluced pational minimum wages in July 1980, Table 10
shows how these minima have moved, Obviously the number of workemns o
the minimum varies from sector to sector; the only wage disiribution dus
available use too wide a grouping to be able w wll how many workers are on
the minimum, but the minimum wage for each sector tends 10 fall in the moda
group. This suggesis thar for most workers the minima are significant.
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1980 Prices
Industrial
53

42

47

and Domestic
.1

Construction

i
32

Low Income
Urban CP1
117.)

169.5

42

1060

Y]
1o

105
120
143

Mining
wkfn

a)

[

Inclustrial
workers

143

5]
03

Agricultural
warkens

w
"

5

Domestic

worken
this date threr grades of dumestic workens were recognizesd with the arinbmum rising by S2.00 for wach graade; $50 00 wes the lowest grade

Tasve 104 Chromicle of minimum wage chunges, legisiated monthly minima | J dollars|, 19001985

111 Benefins 1o be added 10 cab wuge but value of betietits not specitied

Notex:— Sowrce: CSOY Quarieely Digest of Staneties, Harare, varions dates
@) From this date minewnrkers not pasd in kimd

) For thow worken who abo recene payments in kind
B Yur these who do uot receive paymenits in kil

"
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While minimum wages substantially increased in real terms over the 198
82 peniod, berween January 1982 and September 1983, minimum -
wages were not taied. This was a direct consequence of stabilization polie
Prime Minister Mugabe acknowledged this in January 1984 when he
‘We were given up to January last year not to increase wages, bur we ..
gone beyond that because we realize that our economy can’t handle th
burden’ ( Jimbabwe Herald, 4 Jan. 1984). The increase in Seprember 1983
said to be compensation for the Increases in basic food prices. But, as can §
seen from the movement of the real wage, 1t did not fully compensate
previous inflation. In other words, the fairly substantial gains made betwey
independence and January 1982, were not subsequently muintained. By J
1984, real minimum industrial wages were shightly below the 1980 level, I
1985, however, the 1980 level was exceeded again by about 7 per cent,

Table 10,5 shows the movement of average earnings. They follow the
patiern as minimum wages, although lagging slightly behind, so that th
downturn i real average carnings was in the third quarter of 1982, T
disaggregation of movements in real earnings into movements in nomin
carnings and the price level demonstrutes quite clearly the forces lyimg beh
it The operation of the wage freeze can be seen clearly from the lower rate|
increase of average earnings after 1982; in the same period, the prive level re
largely because of the removal of subsidies.

Thus there s i fairly clear picture of the position of wage earnens improvi
considerably after independence up to 1982 but being eroded thereafier, caugl
between the wage freeze and subsidy removal, both introduced explic

Tanuw 15 Movements in wverage carmmgs for all sectors exciuding upric
19791984 (75 per unnum)

Quarter  Nominal QP Real carmings  [nstantaneous rate
avernge (1000 = 100) indes
Nowminal - CP1 Real @

CRTTINg,
78 198001 carnings TS
— lm-'m‘ ‘"n‘ ’"n' *“n’

079 (1) 1.9 %04 2163 4 =
1979 (4) 2,087 W6 2124 a2y 54 68 ~18
1980 (1) 2297  jo02 2002 1000 110 15 6
1960 (%) 2510 a3 255 1114 8.9 ~19 s
1961 (1) 2668 1103 2419 1055 6 15  -54
1961 (3 2047 114D 2408 1000 K 3.3 1.2
1982 (1) 3210 1225 2620 1143 120 7.0 o
102 (3 338K 1274 2660 1161 54 1 14
1963 (1) 3364 1464 AU 062 Al 0 -89
1983 (3 3709 1698 2188 950 1e 7 -7
1984 (1) 886 1784 2178 950 47 s =08

Sawrve: SO, Upartery Digest of Stiatics, Warnre, varkous doses

Note: Only first and thied quariers are shown as fourthequarier fgures ace distorted by
ey
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puart ol a stabilization package. By 1985, real minimum wiges were 510 per
cent higher than at independence.

Changes in the low-income consumer price index are used 45 4 measure of
inflation. This index assumes that Bumilies spend 55 per cent of their income
on lood, based on expenditure surveys carried out almost 10 years ago, It
seems likely thiat poorer howseholds spend mare than this, and that subsidized
loods form a maore important part of their commumption, so that for them the
fall in real earnings has been even greater.

(b) Effects on informal sector producers Fsuimutes of the size of the
urban informal sector in Zimbubwe are very crude, but it s estimated thi
there are about 0.5 mallion people in the sector. They are affected by sta-
bilization policies both as consumens and us producess. As consumers, it is clear
thit the impact is much the same as that on wage earners; they find their real
income declining as lood subsidies are removed, Many informal operators are
at the lower end of the income scale, wo are likely o spend moee of their
curnings on food and are more severely atfected by food price increases.

As producens, informal sector operators depend mainly on low-income
earners for their marker. Falling real earnings in the formal sector will therefore
reduce their marker. There is, however, the possibility that the informal sector
can increase its market share std-onr the formal sector in times of economic
stuguation. If formal producers are adversely affected by, for example, more
stringent eredit policies, it is possible that the informal sector 1s able 10 benefit.
However, a prion this seemas likely 10 be a marginal effect compared 10 the
shrinkagre of the overall marker.

Since it appears likely that the mformal sector is adversely affected by
sabilization policies both as consumers and as producers, it is plausible that
the overall effect on informal sector incomes is similar 1o that observed in ity
lormal counterpart.

[¢) Effects on communal farmers The problems of separating the effects
ol the drought on communal areas fram those of stabilization policies are
enormous. These problems are not only methodological but also arise out of
the complete absence of any systematic and comprehensive data on communal
howsehold incomes and their distiibution. Therefare, the following analysis is
more qualitative than quantitative
The main effect of stabilization policies on the income of communal land
“thwellers was through the increase in food producer prices. The producer price
for maize, for instance, consistently kept ahead of inflation during the period
exumined. Whether or not this benefits u houschold depends on whether it is
unet producer or a net consumer of food. For net producers, rising food prices
Jead to a vise in real income; for net consumers, they lead 10 o fall. Assesting
the overall impact therefure requires some idea of the degree of stratfication
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.nds as well as of the amount of the fiod surplus
farmers,
A of the extent of rural stratification s given by the result
‘ouschold Capability Survey 1983/84, which showed, inter.
per cent of households have no wceess 1o lund: thar 5(‘! y
Fontrolled by about 20 per ceny ol households; thay appm
J of houscholds have no catle; and that abour 10 per ent
fown half the cattle, Similarly, figures concerming communal

‘{ aqrutfnllumj products o marketing boards show grear di :
Abe various provinces, Such large differences be y 4
A ilses 10 be found amongst hnnsw!::»l(h within p'm'v\i':: Pl
independence there has been a remarkable rise i the contribution
ul pmd.mm to marketed outpur, particularly of muize and cottg
sales of crops by communal farmers accounted for 20 pey rm( ol
: "f"’ never reached 10 per cent before independence. This rise can par
-ll""ﬂmlfd to the large expansion in, and thus greater accessibility

rheting depots as well as improved access 1o credit Hu-v A 5 "
mance Corporanion (AFC), which had previously been solely rnl;( f::".'d '
rgesscale farming, introduced o Small-farm Credit Scheme alt nd
pendence. By 31 Muay 1982 there were 24,057 commumnal | "
32,713 shorv-term loans, valued ut 287.7 million. B el |

were 95,176 farmers, or 15 ‘

l55.3-H_ louns valued at Z$20.2 willion. Although commercial farmers co i
o dominate the medium- and long-1erm loans from the AFC. tlnr;r ';
from Qﬂ:ﬂ percentin 1982 10 89 | per cent in 1985, The expansion of market
output from nfﬂtltmﬂ.tl wreas implies thar communal households are | ‘-i
more productive. While it is possible that some households and/or
benefited mare than others, the rise in the miurketable
indicative of the sucoess of the

in producer prices,
Those househaolds

y December 31, 1985 th
per cent of all communal households, recely

: surplus seerms
Smuall-furm Credit Scheme and of the incres

n rural areas who are pet buyers of fi
ood have |
harmed by the removal of subsidies. While precise dita are lacking, the cem
’

data qun‘lrd above show that the Landless population (negatively affected b
by the price increases and the removal of the sulwidies ) accounss for 6 ol
of the tonal, u relatively modest proportion. However, the removal of 52“ i
w alo not likely 1o have affected rurl consumens i a m;tpn W e
access (0 subsidized food s generally limited M-
It thus appears that while communal farmens may have been

affected h'nﬁlntllv by a decline in the income of their fumily mcm i
areas, which would in turm have affecied the level of utban-rural n'ml“ vl
thc' adjustment policy of mereusing communal firmers' aecess 1o credit, “ "
keting, and improved seeds, ws well as the increases in real producer prie P
farm products, seem 10 have had positive medium-term effects. Ha

between 1982 and 1984 & severe drought alfecting most of the country § ol
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a serious threat to the nutritional status of the population, and of childeen in
particular. As will appear clear later, however, comsiderable protection against
this threat was provided by the Drought Relief Programme and the Children’s
Supplementary Feeding Frogramme.

(d) Effects on commercial farm labourers |he |92 conmus showed
thit there were about 1.5 million people living on commercial farms. In June
1982, there were 265,780 wage employees, some 70,000 of whom were either
casunl or contruct workers. Castal or contract workers —whao form an increas
ing proportion of the work-force, particularly in plantation areas where work
Is seasonal —generally receive less thun the minimum wage lor permanent
workers. The minimum wage for agriculture then was Z850 per month; the
avidlable wage distribution data show that 84 per cent of the permanent work-
force carned incomes between Z830 and 2875 per month (CSO 1983), This
suggests that the wages of farm workers are determined primarily by legislation
and that, in the short term, stabilization policies that affect the profitability of
commercial farms will not affect nomimal wages, (In the longer term, of course,
such policies may affect the level of employment in agriculture), Thus, unlike
communal farmers. commercial farm workers were not directly affected by
increases in agricultural producer prnces.

These families were therefore primarily affected as consumens. Loewenson
1986, pp. 48-57) has demonstrated that food prices for farmworkens are
considerably higher than for urban consumers. While the effect of the removal
of food subsidies might have negatively affected this group, it is likely that they
have very limited subsidized food, as indicated by the evidence that they pay
higher food prices than urban consumers.

The wage freeze between January 1982 and September 1983 also applied
1o agricultural workers. This restriction of nominal wages, coupled with the
price increases, undoubtedly led 1o a fall in the real earnings of this group.

2 Expenditure on land, resettiement, education, water and drought velief

Stabilization policies also affected the ability of the government 10 provide
inputs into the social wage. Four of these —resettlement, education, water
development, and drought relief —are discussed below. Tt should be empha-
sized thit the discussion concentrates essentially on the funding of these services.
It does not show how lar the changes in funding was reflected in the provision
of real services, Mare important, no attention is given 10 how use of the services
wins affected by the stabilization policies.

(n) Resettlement programme The Lind question was central 1o the lib-
eration struggle. The government introduced a resettlement programme alter
independence w 1ry w0 deal with some of the starker aspects of rural under-
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development and mequality. This required government funding both 10 buy
land for resettlement and 1o provide infrastruciure and support for resettlid
houscholds, Securing adequate Tunding has always been difficult. with the
result that resertlement has iy practice been double edged. On the ane hand
@ number of effectively Lundles peaple have been resentled, albeit mostly ongg
manginal ind. On the other hand, because of poor technical support 4 d
preparation. compounded by the drought and the lack of adequate infi
Structure feg. stores, transport, and health care facilities), settlers are in
areas acknowledged 10 be the worst off in 1erms of health and nutrithon stat

In the 1983 budget, in the middle of the IMF period when government

was attempting (o curtall expenditure., the severest cuts fell on resettlement
programmes. Expenditure on land acquisition was cut from Z328 million in
1982/83 w0 Z86 million i 1983/84. It has been suggested that the slowing
down of the resenttemen programme allowed for & rethink of the whole
approach. This may well have been the case, and it was undoubredly true that
some changes were required. While there were several other reasons for the

dow progresss of resettlement, the primary reason for the cutback was the
fiscal stabilization issue.

(b) Education The government's abolition of fees for promury education
mdependence undoubtedly aecounted lor a substanual vise in the real incomes
of housebolds withy swhool-age children, even though parents still had 1o pay
for umiforms, transport to school, and, 1 effect. the lost tnput of their children,
Subsequently, however, the pressaves of funding the rupidly expanding system
have forced the government to rmse the cont of schooling o parets. In

cases (mainly in the raral areas) this his been done by requiring parents 1o
provide Labour inputs such as, for example, helping to build new classrooms;
In other cases, schools have been allowesd to charge levies. This puts pressure
“n parents to reduce family expenditure oy other items, including food. The
1 0o systematic evidence on the extent to which this has occurred. Tt has boes
suggented that the Children's Supplementary Feeding Programme [see |
HI), which provides u meal at some schools, bas substitured for ruther than
complemented home meals. This is an mdication of the fine balunee w h
poor howsebolds have (o make betweer alternative calls on their resourees.

(€) Water development Since independence, there has been 4 ROVertmen)
programme under the impetus of the UN International Drinking Water Supply
and Sunitation Decade o improve water supplies and sanitation in the commus
nal lands. In 1984 about one-third of the communal urea population hy '
dccess to improved water sources; this proportion appears (o have risen slo y
I recent years and is contimung 1o do so.

Table 10.6 shows expenditure on rral water development prog e
hetween 1982 and 1985, 11 can be seen that there wis & rise between 1962/83
and 1983/84 followed by a reduction. This was mainly due 10 the completion

{
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Taste 106 Expenditure on water wupply in communal areas, 19021985
(i /1943 10031904 1984/ 1985
(Z28m) (%) A CTHAN J?.&ul %)
) i 60 A2
Government Tunding :'3. ';: ';0:: :3 P =
'lruu:m“m 193 100 001100 197 100
In comstant 1985 prices 149 240 187

Sowree - Zambalvwe, Kuval Water Suppds Pragramome, volame 3, Hurare, 119856

of the programime (o reconstruct facilities dmtfu}fni fl!mmz the war, and ru;::::

therefore be attributed 1o stabilization policies. | h:x;hun"ull t::.gcnd .
i - the period. so tha amoun

unded by donors hus risen deamatically over

::.::wrm:nrm resuuroes going to rurdl water development lis Tillen .h"':l}:

It is arguable thar this s an example of how aid donors have cuslioned

effects of stabilization policies in particular areas,

Drought relief e drought relicl programme, w.hu-h operates through
S:! Ministry of Labour, Manpower Planning, and bt:n.‘nl'*::dﬁln. w: :t.l::;
duced in 1982, 1t was allocated Yiil?‘;:mm;l:i:n n .:;‘y:.;::’.;g .7mg7¢:m'ma
I per cent ol total expenditure. In 1985/ t'mu lrcates 'w.m s

wghily over 2.3 per cent. It then fell w Z$26.9 million in

::::::::n: m umsm'. The government therefore chose (0 expend r:‘p;ndlmtl.l‘l:
this crucial programme despite the overall budm;tuw rmru::;t ‘m—ﬂl“’ ket
i ulso relevant 1o note that the government imually v;mumlu
amount that it had to wllocate 1w the programme and hxu l.n maw (,(“:3';
plementary allocations of some Z825 million in 1984, which wax one

reasons behind the suspension of the TMF agreement.

X Health sector expenditure and rervices '
Zimhabwe in-
Post-Independence health sector ; ;
gt:)n'led a health care system which highlighted all the features ty;:i‘utl ol'u:
imappropriate, inequitably distributed, developing country service, umlz
mmundrd by :mcqualhin based on racinl diserimination. For rumplr.. l;
HI80/81 the average wonual expenditure per capita for prvate sector m;d{r&
wid sociery members was Z8 144 compared with Z831 for the u:hsm popu lt;:;
y lation. The latter concen
using public services and Z34 for the rural popu
lhﬂhc::muritiu. for only the rural population nummudu;r :ﬂ»nnl:r::: ::":
ed (MOH [984a, p. 30). There were also dispa
dmhh(ﬂ“b«mﬁony md'" hu"wlch care personnel and access (o facilities tn‘mmn. “ r':l'
of publicly tunded services went to the urban-based, sophisticated cen
muhm about 13 per cent of the population while ouly 24 per cent
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went 1o primary and secondary level rural health services for the mujority of

the population | MOH 1984¢, p. 1)

Given this, the health sector is one of the areas in which there has been a
major government thrust sinee independence, with both a qualitutively new
approach and a number of specific programmes being introduced. The thrust
of these programmes is stated in documents such us Planning for Equety in Health
which ‘advocates the adoption of the Primary Health Care (PHC. approach
whose key companents are appropriateness, accessibility, alfordability and
acceptability of the care provided' (MOH 19844 p. i),

In line with this new approach, the changes and programmes introduced
unce independence include:

1. Free health care. Health care his been provided free of charge 10 those
carning less than Z8150 per month, or the vast majority of the papulation,

2. Hospital and rural health contre burtding programme. A VIROPOUS CORsStruction
and upgrading programme for health care facilities has been undertiken By
January 1985, 163 rural health centres had been completed und a turther 23
were under comtruction (ZANU (PF) 1985, p. 219). In addition o number of
provincial and disncr hospitals as well as many rural clinics have been
upgraded.

3. Jimbabiwe Expanded Programme on Imunization. An expanded programme
on immunization against the six major childhood infectious diseases and
tetanus immunization of pregnant women was initiated in 1981, Studies on
coverage show that since 1982 the percentage of children between 12 and 29
months who are fully immunized had risen in rural Zimbabwe from 25 per
cent of 42 per cent in 1984 and in Harare City from 48 per cont 1o 56 per cent
in 1983 (MOH 19845, p.88), and 1o approximasely 80 per cent in 56
(City Medical Officer of Health, personal communication’. Recent data for
Manicaland and Mashonaland East provinces, where coverage is probabily
better than the country average, show thar 63 per cent and 69 per cont
raspectively of this age group are fully immunized (8. Ramji, Provincial
Epidemiologi, penonal communication . |

4. Duarrhoeat Dusease Control Programme. 1n Febirunry 1982 dinrrhoeal disease
control was declared a priority. Emphasis has been placed on tmproved case
management-—mainly by oral rehvdration therupy (OR'T), epidemic control,
improved nutrition, prolonged breast-feeding, and impraved environmental
hygiene through water supply and sanitation see above ), Although hard
dita are oot available, questionnaire responses and interviews conducted in
October/November 1984 suggest that the number of attendances for dinrrhoes
ot health care facilities has decrensed (Cutes 1984, Although the evidence i
swometimes conflicting, on balance there appears 10 have been a stgnificant
increase in the percentage of rural mothers who can prepare a correct solution
for ORT (D¢ Zoysa ot al. 1984, Miero of al. 1985; MOH 19844; S. Rumiji,
personal communication; D Sanders, personal observation).
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5. National nuirition programme. A Department of Narional l\julrili.ou was
established, whose activities include nutrition and health educanon mgh par-
ticular regard o breast-feeding and weaning practices, gmmh-_momlomm
and nutrition surveillance wsing child health cards, and supervision ol the
Children's Supplementary Feeding Programme and lood production plots. By
June 1984, 80 per cent of children aged | puucncd.l growth card [as against
71 per cent in 1982), and 83 per cent had been weighed at least twice in the
first year of life (58 per cont in 1981 (MOH 19848, p. 14} although only 35
per cent of Harare mothers could consistently and correctly i!tcrr.;tm the
growth curves (MOH 1985). The Children's Supplementary Feeding Pro-
gramme way initiated in November 1980 by a number of non-government
organizations and aken over by the Minstry of Health a year later. A duily
energy-rich supplementary meal was supplicd 'pmlummaml) to under-
nourished young children i communal areas. The programme operated
between 1981 and 1985 during the beight of the drought, At its peak, uw.:r.
quarter of & million children in over 8,000 communal area feeding ponis

eived food (Working Group 1982, MOH 1984¢).
mﬁ.‘ ::‘«‘mnal sillage :dtlo wrvln programme. The National Village Health
Worker Programme was liunched in November 1981 to train mem
and village-bused multipurpose basic health workers. OFa projected i
15,000 Village Health Workers, about 4,000 had been l.rul!!ed by June | :
Related to this programme was the Traditional Midwives Programme,
designed 10 upgrade the skills of household-level women operatives in identi-
fying at-risk pregnancies, hasic midwifery, elementary hyigiene, and basic

ild care.
thl;fi Child spacing. The Zimbabwe Nanonal Family Planning Council, & para-
statul established m 1981, superseded the volumup. gmrmmcm-m
Family Planning Association. Largely as i result of is activities, Zimbabwe
has the highest rate of contraceptive use i Sub-Saharan Afnca.

Tanee 107 CGentral govermment budget allocation to the Ministry of Health,
1978179 198586
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(b) Expenditure on health, 1980-1985 All (hese and other programmes
required an expansion in government expenditure. Table 10,7 shows how the
vote allocations and the actual expenditure of the Ministry of Health changed
over the period. In current price terms, there was an immediate expansion of
.7 per cent; in real terms 27.5 per cent. The ministry's share of the budget
rose o 5.1 per cent, showing the relative shift in emphasis, Thix growth
continued into the next budget year. Thus by fiscal year 1981/82. the ministry's
actual expenditure had almost doubled in real terms. Because of the general
restraint on government expenditure, however, there was a 9 per cent real
decrease in expenditure in the 198283, the year in which the IMF stand-by
credit came into operation, 1t is significant that in this vear there was o
discrepancy between the allocation made before the agreement and actual
expenditare, This restraint continued ut least into FY 198485, s that the
ministry’s expenditure has ouly marginally increased in real 1erms sinee
1981/82.
1t s important to recognize that changes in the level of spending may imply
changes in the patters of spending. Table 108 looks ut the pattern of the
government health expenditure according 1o two eriteria, Firstly, according
to the service: here it can be seen that there his been a rise in the share of
preventive services and a fall in that of medical care services. This positive
change does not follow any pattern which ties in with the stabilization §
Inany obvious way, and probably reflects the impact of the changed phi
of the ministry after independence.,
The second exiterion reflects wse. 1t can be seen thie there hias been o st
rise in the share of the minwiry’s budget for salaries and allowsnees.
mainly reflects increaning personnel but also rising wages. Again, thore _
1o be a steady trend, vather than a pattern which correlates clearly with
stahilization policics. However, it should be noted that, because of the palities
ol government budget cuts and the unwillingness of governments 1o fire salaried
employees, one would expect the share of salaries in the budget 1o rise in @
period of reduced expenditure.
There has alio been a steady decline in the share of the mnustry budge
ullocated 1o grants. There are two significant recipients of these grants. Fistly,
the Parirenyatws Hospital Board of Governars, which s responsible for ty
administration of the main hospitals in Harare, Their share of grants fell
47.9 per centin 1980/81 10 30.3 per cent in 1982/83, promartdy as o result o
the removal of the Hurare Central Hospital from their portiolio, and increased
10 344, per cent since 1982/83 . In constant 1980 prices their grant has my
from Z8$21.5 million in 1980/81 10 2523.9 million in 1981/82, Z$21 B m
in 1982/83, Z514.8 million w 198384 and Z315.8 million in 1984 /85,
The second, and more important, recipients of MOH grants are the loe
authorities, missions, and voluntary organizations. These bodies calth
care services at the locul level, particulurly, in the area of child surviv;
outreach programmes. Their share of grants rose from 499 per cent in 198081
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to 6"2.9 per cent in 1982783, but has subsequently fallen back 1o 58,5 per cen IV  Effects on the health, nutrition, and education of children

n HBSB6. 1o real terms their gram has moved from Z$22.2 million

(980/B1 1o Z$35.9 million (1961 02), 8265 million | 1982/45), 2$23.3 million I Moriality and merbidiy ———
(1983/84), and ZS24.4 million in 1984/85. This fall in real resources | Pre-independence estimates of infant mortality rates vary, but it is g d Gl

somewhit constrained these arganizations’ ability 10 cominue their coms for the African population as a whole the TMR was of the mdcrof ‘Q'_ '"‘_ S

tribution to health care, particularly thewr nulmlrh'muri Zimhabwe Assoc: with the consensus average being about 120, Sanders 1983 gives Hina

ution of Church Related Hospitals, personal communication of 120 1o 150, with wide disparities berween urban anfl rm_amt rural !
One of the more obvious effects of the ministry’s altempts (o restrict g Since independence the IMR derived from a nationwide survey i 85, &

expenditure was severely himiting the operation of the free health CATE systen figure calculated from the 1982 censuy (Zimbahwe 1986a). There are no other

When this was introduced in September 1980, the muximum income for usel wationewide data, but it is agreed by most workens in the hcl.d. on M
wita st at Z85150 per month. This ceiling has not subsequently been riadsed. A sl studies and casual observation, that the IMR. has declined significal
the same tme, however, nominal wages have tisen, s that people have bee since 1980, Data on child mortality (1-4 years) is even more scanty
excluded from the service even though their real incomes have not risen. Thus consus caleulations, however, suggest that here 100 there has been a fall
m Seprember 1982, when the minimum wage for industrial workers was 28 1€ | mdependence, The most important causes ol death or under-5s were.

per month, about 42 per cent of industrial workers carned less than the 28150 dinrrhoea, respiratory tract infections, measles, prematurity, and

ceiling, In July 1986 the minimum for industrial workers was raised 10 28158 retams. Malnutrition is hardly ever cited as a cause of death but is oo D

so that none qualify for free health care ledged to be an imporiant associated cause, especially in the cases of i b
Those who do not qualify fur the free service have been affected by risiong and meastes. Morhidity patierns closely parallels the patiern of THNTANEY,
charges for swome services, There are early mdications thae this may hive 1t is difficult 0 be anything but specalative about the ptu&' a2
affected perinatal mortality rates in Greater Harare. (he health sector interventions described wn Part 111 on child me ‘
Foreign aid has played an important role in mitigating some of the effeot morbidity, given the paucity of data. However, the aggregate ¢ e
of the reduced resources allocated by government to the health secton mortality noted above can be attributed with tntm'.ccnalmy ‘ hose 100
Although the tatal amount of aid going 10 the sector has not been large in ventions. Even if disease-specific duta were available it would be impossl
comparison with the overall budger of the Ministry of Health, it has been disaggregate the impacts o as (o apportion it 1o mfiu\'ldull. prOKiwe
significant in relation 10 the funding allocated o specific projects, In ' separately, in part because of time-lag between intervention and my '
Expanded Programme on Immunization in 1983, 18 per cent of the budget vary with the specific interventions. Finally, even the M'ml.' o
came from aid sources. While this percentage may appear to be small benefits of these interventions—individual and aggregated —might have boos
relanion 1o the government's contribution, It offsets any selFimposed reductions offser by the 19821984 drought.
because of the suabilization package. Nevertheless, it is likely that certain programmes have had o rapid po
In the firt year (1981) the funding for the Child Supplementary Feeding impact on child survival and morhidity, the most important being the imi
Programme came from various national and external volunary agencies. nization. diarrhoea control, and child feeding programmes, particulasly in the
Since 1982, the Swedish International Development Agency has assumed the context of the drought. Some reduction in deathy from diarrhoea would be
dominant funding role in this programme and the food production plots whidh expected (o have resulted from mereased usage of oral ""})‘"“'“’“ therapy as
itspawned. Later, & substantial proportion of the food came from the Werld well as from protection against measdes by immunization. Measles deaths

Food Programme as part of the drought rebiel assistance, while UNICEF would also have been reduced by improvement in ImmuZEAtion Coverage,

contributed personnel training and evaluation (Working Group 1982, MOH and neonatal tetanus deaths might have been reduced thghl{y by'umm-
1984¢). Although no figures are available, these progrummes, introduced of pregnant women and more hygienic child birth practices resulting m‘
iitially during the reconstruction period Tollowing the liberation wir and increased training of traditional midwives. Some reduction in deaths from
subsequently continued us part of the drought relief exercise, werr costly. They poeumonia and other respiratory infections as well as meningitia has ""’h‘u’
were largely externally funded through the Ministry of Health with sm 1l vesulted from greater accessibility 10 health care. Alw.omcpmnivelmplau
contributions from non-governmental organizations. Here then is an examg I perinatal and neonatal deaths may have accrued from the Traditional Mid-

of foreign aid initiated before stabilization policies, but nevertheless crocial wives Programme. Malaria deathis may have been recduced by better acces (o
and timely in allowing the government 1o mount a massive reliel programme lealth care, especially through treatment administered by voluntary health
while attempting to restrict its own expenditires. workers. '
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ll'cmrr\rt. any signibicant impact on death raies from pneumonia and other
respiratory mbections, prematunity and other neonatal causes, and mcuingith
an well an deaths resnlting either directly or mdireetly from mialnutrition,
would reqquire improvements in nutrtional status of both childeen and mothers
av well as lower levels of crowding and further improvement in access 1o healt)
care. Indeed even a sustained reduction in deaths Trom dinrshoes wind u
wm!ld ulso require these more general improvements as well as improved
environmental and personal hygiene in the case of diarrhoea.

Those programmes which incorporate preventive or promotive componenis
(e.g. the Zimbabwe Expanded Programme of Immunization, Child Spacing
Vulu'uuuy Health Workers, and Traditonal Midwives programmes) will, i
sustained, have a positive long-term effect. The Voluntary Health Worker ]
Programme, and even such programmes as the vural health centre building
programme, will also lay the infrastractural bass for sustained health sector
interventions in the future. ]

Part 111 showed that the main effecr of subilization policies was 1o
down the growth of health sector mterventions and particulurly the ability of
the Minwtry of Health 1o fund such mterventions. Thus, while it ix troe th ¥
there has been a reduction i mortulity and morbidity from the expunsion of
certam health care programmes. these improvements would probably | ‘
been greater had their expansion not been constrained by the impsition of

.lulhilimtiou policies. Tt was indicated, fur instance, how the expansion of
unmunization was adversely affected in 198485 in the mission sector by
stagnation or slow growth in funds allocated for travel for outreach. Simila
examples cun be offered for the case of diarrhoen control or other
Thus, while the government managed to maintain real levels of health
expenditure during a severe crisis and to expand highly efficient programme ;
it can be angued thar stabilization palicies have slowed the rate of reductior
of l"lilt'l mortality (and some areas of morbidity | through their effect on e Itk
sector interventions. However, 1w likely thar their indivect impact on healt
through the geoeral cconomic environment, and in particular real income
was more significant, )

2 Nutritumal siatus

In 1983 & World Bank Report summarized available dita on nutrition, gath
ered from 18 nutrition surveys undertaken a1 various times and seasons betwes
1980 and 1982, wang different methodologies and anthropometric
Allowing for these differences, it concluded us Tollows:

Overall, weing weighted averages o reflecr smple szes, we see o pict o
of the under-five populistion with second or lhh'd degrer mlnmri':m“mazlm i
for age. Using a wrighted Bindura figure which probably refleci a better cross
of the population, 23 pee cent fall in this category. Stunting is seen in 20 per oot
Zimhabwean childven (30 per cont in the cros commmunity Bindura .mill). st
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i Tound in 9 per cent of Zimbabwean children (12 per cont in Bindura ) (Waorld Bank
1983, p 73.)

The surveys summarized were all carned out before the prolonged drought
had affected Zimbabwe.

In 1982 the Ministey of Health carried out a survey of 1,776 children. This
showed the proportion of underweight children aged 0-3 10 be 18-22 per cent
it non-urban areas and 10- 11 per cent in urban. Wasting was found in 9 per
cent of non-urban and 13,5 per cent of urban childten. Thirty-six per cent of
the under-4s were stunted in non-urban areas, and 16 per cent in urban areas
(UNICEF 1985, p. 35). A ministry survey conducted in July 1984 showed 16.4
per cent of rural children between 12 and 59 months of age to be below HO
per cent of the fiftieth centile of the Gomez nutrition [Harvard reference
group) standard (UNICEF 1965,

These two surveys provide the only nation-wide time-series dista on chil-
dren's nutrition. The 1982 survey distinguished between urban and rural
chilldren, while the 1984 study surveyed clustens drawn from rural and urban
areas, excluding Harare, Bulawayo, and Chitungwizie. Becawse of this lack of
comparability the only canclusion that can be drawn s thar there has probably
been no significant change in the prevalence of nndernuintion amongs rural
children. The results of the 1985 National Nutrition Survey are sill awaited,

The Harare City Health Depariment conducts regular examinations of
school pupily’ nutritional status. These have shown that the praportion ol
Grade | pupils below the thind centile wis 29 per cent in 1981, 30 per cent in
1982, 27 per cent in 1983, and 25 per cont in 1984 (City of Harare, 1981,
Unfortunately the Report does not state on which anthropometric measures
these percentages are based, although the high percentages suggest that they
refer 10 height for age rather than weight for age. 16 weight for age wis used,
it suggests a deterioranon in nutritonal status between 19481 andd 1982 and 4
capid improvement i the following year. 1L however, height for age was
used the figures probably reflect vhe ligged effecn of a process a lew years
previously

Some miti-surveys carried out by University of Zimbabwe medical students
provide some crude time-series duta for specific localives (Table 10.9) Since
these surveys were conducted at under-5s’ and immunzation choes 1w
probable that the children measured form o sample that o brased in the

direction of better nutrition
Ihe minisurveys in Table 109 do oot reveal any consisien’ wend

putritional status, apart from what appear to be expected seasonal changes:
harvest time fs between March and October. There bs, however, a striking
reduction in undernutrition in the Musame area of Murewa disirict, which i
fairly clme to Harare and wis les affected by the drought than most areas
This marked improvement could be related 10 the suceess of the food pro.
duction plow armmg out of the Child Supplementary Feeding Programme.
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Tanew 109 Nutrition status of childdven in velecied tocalities

Locality  Date Sample Underwaght Stmied  Researcher

site %) el

Nyadinn ~ Mar. 82 50 " 7l Milles-Cranko
O 83 100 il 2 Wakefield
Mar. 8% W @ 19 Deary

Boneda Oct "82 13 15 K1 Wilson
Opr N4 “ 16 " Wultt
Mar 'HA W 0 ” Chait

LY (TR Mar.'82 o2 " a Tremouth
Mur. B4 200 11 " Lwinjl
Oer ' 25 M o8 Kumulo

Musame  Muar. B2 50 52 73 Mushimin
Oc. 't 75 12 20 Libensidge

Swrve Umversty of Zimbabwe Medical School. Filthevear Fiek) Projeces

Loewensan (1986, has shown that there appears 1o have been i reduetio
o mewsured levels of borth chrome 1as evidenced by prevalence of stunting
and acute (s evidenced by underweight and wiasting) forms of undernutritiog
between 1951 /B2 and 1983, These were olserved in commercial furming are
communal areas, und mining areas. Additionally, sinee equivalent reduetio
were abserved on commercial lems which had nitiated health projects as wel
s those which had not it seems likely thit these reductions in undernut
were due not w health sector interventions but vather 1o a general imp
in living conditdons. Loewenson's surveys covered the period of economi
boom und thus coincide with rising real carnings. Unfortunately, there
eipuivalent data for the later period when stabilization policies reduced
earnings for wage workers
Thus there s little evidence that changes in the nuntonal status of vous
children in rural and wrban Zimbabwe have followed any discernible
comsistent patiern sinee mdependence. This i somewhat surprising, gives th
tall wn real weomes resulting from the drought und stabilization policie
The most plausible explanation of this is the impact of the Drought Reli
Programme (which imvolved food distribution) and the Children's Sujp
plementiry Feeding Programme, and ol relitively good and rapidly impro
iy dmmization coverage, spread of knowledge about ORT, and bets
access than iy Afdcan countries (o curative health care, :

¥ Education

Educational attainment improved  throughout the  1980-85 period
Zimbubwe, and there bs clear evidence that the government poliey of rap
expansion of free primary education has been broadly unaffecred by thy
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stabilization policies. Indeed, Zimbabwe's phenomenal po'-t-imlepemlmfr
expansion in primary school enrolment can be seen as having had positive
effects not only on education as such but abw, indirectly, on health and
nutrition. Total numbers at schoal grew steadily from 892,000 in I9‘79 0
2.727.000in 1985, with an annual average increase of over 20 per cent. Primary
swchool enrolment absorbed most of the increase (Table 10,107,

Tante 10,10 Primary whool ensolment, by grade, 1979 - 1904

! 2 3 1 ) 6 7 Towl
g 7001 Moo 1300 109.6 8.0 883 w23 LU
::::; ;76.0 W78 1704 1447 1260 1129 971 L2054
1981 4704 3752 2200 IMS6 1625 1488 0T L7143
1082 4088 4215 351 2264 1BA0  16HT 1900 1,5905.4
1983 BG83 3749 3977 L0 2158 1833 I6RE 2080
1984 3506 A5 S60M  $726 30 2148 7 21462

Seurve: Women nad Childen in Zimbabwe: A Seiustiom Anabyss’, UNTCEF and govermment of
Zimbabiwe, Hurare, July 1905

The slow-down in the rate of expansion observed i 1983 and. 1984 was
largely due 1o the tensions generated by such a phct_mmmll uu.d expansion
in terms of additional teachers, training, und provision of phym_:ul facilities.
Despite the abserved slow-down, primary enrolment expanded 1n 1983 and
1984 by 100-150,000

V1 Conclusion

This study has reviewed child wellire and the e anomy ol ?.imbulmr fromm the
immediate pre-independence period through the periods ol ;urs'bilulqwndu'\u'
economic growth, recession, and drought, imposition of stabilization prolicies,
and the recemt beginnings of economic recovery. [t s attempred 1o show !mw
stabilization has affected the general economic environment, and how lhfﬁ in
turn may have influenced child health, nuinton, and education .\l'utlym ol
stabilization has been carried out agaimst the hroad hackdmp of the adjustment
and development policies followed by the country since e erice,
Although data bs inadequate and patchy, some gencral conclumons may be
du';: is the obwious point that in order to assess the impact of stabilization
policies on health it is necessary W improve the collection of relevant data.
This must be collected at regular time intervals, wing comparable standiards,
n a disagyregated fashion. -
mg:o:d.m,iwldmdamwhnmmmt i infant and young child
mortality despive drovight, recession, and stabilization palicies. 1 i reco l
that these improvements have resulted mainly from an energetic exp
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and reorientation of health care provision. The adverse effects of drought :::“"“‘" ‘:"":du":::'-“:d K S Rosherny

' ¥ meogra
and stabilization policies hnfr been offset by aid-supported reliel feeding Muero o af. (1085, ment of Ruowledge, Attitudes sl
programmes and particularly health care programmes. On the other hand, agcmeni amd Provention of Diarshoes. i Zitbabwe'
economic  recession and  stabalization  policies have reduced  the pa e

.

: ¢ h | Harare '
independence gains i real meomes for large numbers of urban households Sanders, 1, (1980, °A Stady of Health Services in Zimbabiwe', I 38
and some rural houscholds. While these income drops were unavoidable 1o a i New Order—an Eeonomic and Sacial Sursey, Warking Papers, vol. 1l New
large exient, real wages in most sectors were only marginally higher in 1985 Nathons,

than 1980, The relatively high levels of childhood undermutrition seem to huve 083, Major MOH Problems in Zimbaliwe'. in MO, Mate
remumed static or improved ouly very slightly, despite the healih care drive, Warkshop, Julioulale. i |
While the problem of nutrition will regpuire conmiderabile efforts in the vears o IUNICEF l.imluln:r (1985), Cheddren and Women w Jimbabwe: A 8
come, it s important o underscore that nutrition levels did not appear Harare: UNICE

deteriorate during a most severe drought which claimed thousands of lives i Working Group (1962), The Childrn's Supplementary. Fending Programme I8
other countries, including some neighbouring ones. There is also evidence of Harare. ¥t

World Bank (n.d. ), Jombaduwe: Loca! Proceciing, Storage and Iuput Supply
Report. Wanhington, DC: Workd Bank 9
(1983, Jrmbabur Pupulution, Health and Nutrition Sector Resien, vol. I
¢ D World Bank

continued improvements in education as well s in areas such a8 sccess 10
water, contraceptive use, immunization coverage, and other health Gacilities,
With the timid recovery of 1984 growing stronger in 1985, there are

lieinary indications that the adjustment and stabilization policies adopted ZANU (PF) (1905), Jimbuhiee at Five Vears of Indepeondence, Warare
during the 1980-85 period have managed to contain the economic decline 1o Zimbubwe [1986a), Stitistical Vearbook 195, Hurare,
only two to three years, Zimbabwe [ 19060), Rwal Water Supply Progromme, vol. i, Harare,

All in all, while stahilization policies did erode, and in certam cases coms
pletely offser the post-independence gam in real incomes of imporiant se
ments ol the populanon, the Zimbabwean experience illustrares  how
government policies, supported by aid donors, allowed for continued improve
ments in the survival of children—il at slower rates —during o very di

period,
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