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INTRODUCTION

IN 1992, THE GoVERNMENT OF KAR REMOVED ALL RESTRICTIONS ON OIL IMPORTS. THIS CHANGE CAUSED THE
UNEMPLOYMENT SURGE AND RESHAPED THE ECONOMIC LANDSCAPE OF THE REGION. THE DECISION TO DEREGULATE OIL IMPORTS
WAS DRIVEN BY A DESIRE TO BOOST ECONOMIC GROWTH, ATTRACT FOREIGN INVESTMENT, AND FOSTER COMPETITIVE MARKETS.
HO\X/EVER/ THE IMMEDIATE CONSEQUENCES INCLUDED SIGNIFICANT DISRUPTIONS IN EMPLOYMENT, INDUSTRY STABILITY, AND
REGIONAL ECONOMIC STRUCTURES. THIS ARTICLE EXPLORES THE BACKGROUND OF THIS POLICY SHIFT, ITS CAUSES, EFFECTS ON
EMPLOYMENT, AND THE BROADER ECONOMIC IMPLICATIONS.

BACKGROUND OF OIL IMPORT RESTRICTIONS IN KAR

THE STATE oF THE OIL INDUSTRY Berore 1992

BerFoRE ]992, THE GOVERNMENT OF KAR MAINTAINED STRICT CONTROL OVER OIL IMPORTS, WHICH INCLUDED:

- IMPORT QUOTAS TO PROTECT DOMESTIC PRODUCERS
- HEAVY TARIFFS AND LICENSING REQUIREMENTS

- STATE-CONTROLLED DISTRIBUTION CHANNELS

- PRICE CONTROLS TO REGULATE MARKET PRICES

THESE MEASURES AIMED TO SHIELD LOCAL INDUSTRIES FROM INTERNATIONAL COMPETITION, ENSURE ENERGY SECURITY, AND
GENERATE GOVERNMENT REVENUE.

THE RATIONALE BEHIND DEREGULATION IN 1992

SEVERAL FACTORS MOTIVATED THE GOVERNMENT TO REMOVE RESTRICTIONS:

- PRESSURE FROM INTERNATIONAL FINANCIAL INSTITUTIONS ADVOCATING FREE-MARKET REFORMS
- DESIRE TO REDUCE GOVERNMENT INTERVENTION AND PROMOTE PRIVATE SECTOR GROWTH

- NEED TO IMPROVE ACCESS TO AFFORDABLE ENERGY SOURCES

- ENCOURAGEMENT OF FOREIGN DIRECT INVESTMENT IN THE ENERGY SECTOR

By LIFTING RESTRICTIONS, THE GOVERNMENT HOPED TO MODERNIZE THE INDUSTRY AND INTEGRATE THE REGION INTO GLOBAL
ENERGY MARKETS.

IMMEDIATE ECONOMIC EFFECTS OF REMOVING OIL IMPORT RESTRICTIONS



MARKET LIBERALIZATION AND COMPETITION

THE DEREGULATION LED TO AN INFLUX OF FOREIGN OIL COMPANIES AND INCREASED COMPETITION. THIS RESULTED IN:
- LOWER CONSUMER PRICES FOR OIL AND RELATED PRODUCTS
- IMPROVED SUPPLY CHAIN EFFICIENCIES

- INCREASED FOREIGN DIRECT INVESTMENT AND TECHNOLOGICAL TRANSFER

HO\X/EVER, THESE BENEFITS WERE INITIALLY ACCOMPANIED BY DISRUPTIVE ECONOMIC ADJUSTMENTS.

IMPACT oN DoMesTIC OIL PRODUCERS

LOCAL PRODUCERS FACED HEIGHTENED COMPETITION FROM INTERNATIONAL FIRMS, RESULTING IN:
- LOSS OF MARKET SHARE
- DECLINE IN REVENUE

- CLOSURE OF SOME SMALLER OR LESS EFFICIENT OPERATIONS

THIS SHIFT DIRECTLY IMPACTED EMPLOYMENT WITHIN THE DOMESTIC OIL SECTOR.

THE Link BETWEEN DEREGULATION AND UNEMPLOYMENT

SHORT-TERM RISE IN UNEMPLOYMENT RATES

THE IMMEDIATE AFTERMATH OF DEREGULATION SAW A SPIKE IN UNEMPLOYMENT DUE TO:
- INDUSTRY DOWNSIZING
‘JOB CUTS IN SECTORS UNABLE TO COMPETE WITH FOREIGN FIRMS

- CLOSURE OF INEFFICIENT DOMESTIC OIL COMPANIES

X/ ORKERS IN THE OIL EXTRACTION, REFINING, AND DISTRIBUTION SECTORS WERE AMONG THE MOST AFFECTED.

STRUCTURAL CHANGES IN THE OIL INDUSTRY

THE DEREGULATION PROMPTED A STRUCTURAL TRANSFORMATION CHARACTERIZED BY:
- CONSOLIDATION OF THE INDUSTRY INTO LARGER MULTINATIONAL CORPORATIONS
- OUTSOURCING AND AUTOMATION REDUCING LABOR NEEDS

- SHIFT TOWARDS MORE CAPITAL-INTENSIVE OPERATIONS

THESE CHANGES, WHILE IMPROVING INDUSTRY EFFICIENCY, RESULTED IN SIGNIFICANT JOB LOSSES.

BroADER EcoNnoMic CONSEQUENCES OF DEREGULATION



IMPACT ON EMPLOYMENT IN RELATED SECTORS

THE DOWNTURN IN THE OIL SECTOR CASCADED INTO OTHER PARTS OF THE ECONOMY:
- REDUCED DEMAND FOR EQUIPMENT, SERVICES, AND LOCAL SUPPLIERS

- DECLINE IN EMPLOYMENT IN TRANSPORTATION AND LOGISTICS LINKED TO OIL DISTRIBUTION
- NEGATIVE EFFECTS ON REGIONAL ECONOMIES DEPENDENT ON OIL INDUSTRY EMPLOYMENT

PoTeNTIAL LoNG-TERM BENEFITS

DESPITE THE SHORT-TERM UNEMPLOYMENT SURGE, DEREGULATION AIMED TO BRING LONG-TERM ADVANTAGES, SUCH AS!
- INCREASED FOREIGN INVESTMENT LEADING TO NEW JOB OPPORTUNITIES
- ENHANCED COMPETITIVENESS OF DOMESTIC INDUSTRIES

- LOWER ENERGY COSTS STIMULATING ECONOMIC ACTIVITY

HO\X/EVER/ REALIZATION OF THESE BENEFITS REQUIRED SUPPORTIVE POLICIES AND TIME.

GOVERNMENT RESPONSE AND PoLicY MEASURES

MITIGATION STRATEGIES FOR UNEMPLOYMENT

ToO ADDRESS RISING UNEMPLOYMENT, THE GOVERNMENT IMPLEMENTED MEASURES INCLUDING:
- \W ORKER RETRAINING PROGRAMS

- TRANSITION ASSISTANCE AND JOB PLACEMENT SERVICES
- INCENTIVES FOR INDUSTRIES TO DIVERSIFY AND EXPAND EMPLOYMENT

ReEGULATORY REFORMS AND ECONOMIC DIVERSIFICATION

FURTHER REFORMS SOUGHT TO:
- PROMOTE SMALL AND MEDIUM ENTERPRISES
- SUPPORT ALTERNATIVE ENERGY SECTORS

- ENCOURAGE INVESTMENT IN INFRASTRUCTURE AND TECHNOLOGY

THESE EFFORTS AIMED TO STABILIZE EMPLOYMENT AND FOSTER SUSTAINABLE ECONOMIC GROW TH.

LESSONS LEARNED FROM THE 1992 DEREGULATION

BALANCING MARKET LIBERALIZATION AND EMPLOYMENT STABILITY

THE EXPERIENCE UNDERSCORED THE IMPORTANCE OF:

- GRADUAL DEREGULATION TO ALLOW INDUSTRIES AND WORKERS TO ADAPT



- ROBUST SOCIAL SAFETY NETS
- COMPLEMENTARY POLICIES TO STIMULATE JOB CREATION

IMPORTANCE OF STRATEGIC PLANNING

SUCCESSFUL DEREGULATION REQUIRED:
- COMPREHENSIVE ECONOMIC PLANNING

- STAKEHOLDER ENGAGEMENT
- MONITORING AND ADJUSTMENT OF POLICIES BASED ON OUTCOMES

CoNcLUSION

THE DECISION BY THE GOVERNMENT OF KAR IN 1992 TO REMOVE ALL RESTRICTIONS ON OIL IMPORTS MARKED A PIVOTAL
MOMENT IN THE REGION’S ECONOMIC TRAJECTORY. WHILE IT AIMED TO FOSTER A MORE COMPETITIVE, EFFICIENT, AND INTEGRATED
ENERGY SECTOR, THE IMMEDIATE CONSEQUENCE WAS A SIGNIFICANT RISE IN UNEMPLOYMENT , ESPECIALLY WITHIN LOCAL
INDUSTRIES UNPREPARED FOR INTERNATIONAL COMPETITION. THE STRUCTURAL SHIFTS PROMPTED BY DEREGULATION
DEMONSTRATED BOTH THE POTENTIAL BENEFITS OF MARKET LIBERALIZATION AND THE NEED FOR CAREFUL IMPLEMENTATION TO
MITIGATE ADVERSE SOCIAL IMPACTS. MOVING FORWARD, THE EXPERIENCE FROM 1992 HIGHLIGHTS THE IMPORTANCE OF
BALANCED POLICY APPROACHES THAT COMBINE ECONOMIC LIBERALIZATION WITH SOCIAL AND EMPLOYMENT SAFEGUARDS TO
ENSURE SUSTAINABLE GROWTH AND STABILITY.

FAQs

1. WHAT TRIGGERED THE REMOVAL OF OIL IMPORT RESTRICTIONS IN KAR?

THE MOVE WAS DRIVEN BY INTERNATIONAL PRESSURE FOR ECONOMIC LIBERALIZATION, A DESIRE TO ATTRACT FOREIGN
INVESTMENT, AND EFFORTS TO MODERNIZE THE ENERGY SECTOR.

2. How DID DEREGULATION AFFECT LOCAL OIL WORKERS?

MANY FACED JOB LOSSES DUE TO INCREASED COMPETITION AND INDUSTRY RESTRUCTURING, PROMPTING GOVERNMENT
INITIATIVES FOR RETRAINING AND SUPPORT.

3. WERE THERE LONG-TERM BENEFITS FROM DEREGULATION?

YESI INCLUDING INCREASED INVESTMENT, LOWER ENERGY COSTS, AND IMPROVED INDUSTRY EFFICIENCY, THOUGH THESE
TOOK TIME TO MATERIALIZE.

4. \WHAT LESSONS CAN BE LEARNED FROM THIS POLICY CHANGE?

THE IMPORTANCE OF PHASED IMPLEMENTATION, SOCIAL SAFETY NETS, AND COMPLEMENTARY ECONOMIC POLICIES TO
SUPPORT TRANSITION AND EMPLOYMENT GROW TH.

FREQUENTLY AskeD QUESTIONS



\YWHAT PROMPTED THE GOVERNMENT OF KAR TO REMOVE RESTRICTIONS ON OIL IMPORTS
IN 1992°

THE GOVERNMENT AIMED TO LIBERALIZE THE ECONOMY, ENCOURAGE COMPETITION, AND REDUCE FUEL PRICES BY REMOVING IMPORT
RESTRICTIONS ON OIL.

How DID THE REMOVAL OF OIL IMPORT RESTRICTIONS IN 1992 IMPACT EMPLOYMENT IN
KAr?

THE CHANGE LED TO DISRUPTIONS IN THE DOMESTIC OIL INDUSTRY, RESULTING IN JOB LOSSES AND INCREASED UNEMPLOYMENT IN
CERTAIN SECTORS.

\WHICH SECTORS WERE MOST AFFECTED BY THE LIFTING OF OIL IMPORT RESTRICTIONS IN
1992»

THE DOMESTIC OIL REFINING AND DISTRIBUTION SECTORS EXPERIENCED SIGNIFICANT LAYOFFS, ALONG WITH RELATED INDUSTRIES
LIKE TRANSPORTATION AND RETAIL FUEL SALES.

DID THE REMOVAL OF RESTRICTIONS ON OIL IMPORTS LEAD TO CHEAPER FUEL FOR
CONSUMERS?

|NITIALLY, YES, CONSUMERS BENEFITED FROM LOWER FUEL PRICES;, HOWEVER, LONG~TERM UNEMPLOYMENT ISSUES
OVERSHADOWED THESE GAINS.

\WERE THERE ANY ECONOMIC GROW TH BENEFITS FOLLOWING THE POLICY CHANGE IN
1992?

W/HILE SOME SECTORS SAW INCREASED COMPETITION AND EFFICIENCY, OVERALL ECONOMIC GROWTH WAS HAMPERED BY RISING
UNEMPLOYMENT AND INDUSTRY DISRUPTIONS.

How DID THE GOVERNMENT OF KAR RESPOND TO THE UNEMPLOYMENT CAUSED BY
LIBERALIZING OIL IMPORTS?

THE GOVERNMENT IMPLEMENTED RETRAINING PROGRAMS AND SOUGHT TO ATTRACT NEW INVESTMENTS TO MITIGATE
UNEMPLOYMENT, BUT CHALLENGES REMAINED.

Dip THE 1992 POLICY CHANGE ON OIL IMPORTS INFLUENCE SUBSEQUENT ECONOMIC
POLICIES IN KAR?

YES/ IT MARKED A SHIFT TOWARDS MORE OPEN-MARKET POLICIES, INFLUENCING FUTURE REFORMS AIMED AT BALANCING TRADE
LIBERALIZATION WITH SOCIAL STABILITY.

\W/HAT LESSONS CAN BE LEARNED FROM THE 1992 oOIL IMPORT POLICY CHANGE IN KAR?

THE IMPORTANCE OF PHASED LIBERALIZATION, SOCIAL SAFETY NETS, AND INDUSTRY SUPPORT MEASURES TO PREVENT ADVERSE
EMPLOYMENT EFFECTS DURING ECONOMIC REFORMS.

IS THE UNEMPLOYMENT CAUSED BY REMOVING OIL IMPORT RESTRICTIONS STILL A
CONCERN TODAY IN KAR?

YES/ THE LONG-TERM EFFECTS OF THE POLICY CONTINUE TO INFLUENCE EMPLOYMENT PATTERNS, HIGHLIGHTING THE NEED FOR



COMPREHENSIVE ECONOMIC PLANNING.

ADDITIONAL RESOURCES

IN 1992, THe GovernMENT OF KAar REMOVED ALL ResTRICTIONS ON OlL IMPORTS. THIS CHANGE CAUSED THE
UNEMPLOYMENT

INTRODUCTION

IN ]992, A SIGNIFICANT POLICY SHIFT OCCURRED WITHIN THE GOVERNMENT OF KAR — THE REMOVAL OF ALL RESTRICTIONS ON
olIL IMPORTS. THIS DECISION, SEEMINGLY A MOVE TOWARDS LIBERALIZATION AND MARKET OPENNESS, HAD PROFOUND AND FAR-
REACHING CONSEQUENCES FOR THE COUNTRY'S ECONOMY, PARTICULARLY IN TERMS OF EMPLOYMENT. W/HILE INITIALLY TOUTED
AS A STEP TOWARDS ECONOMIC GROWTH, THE AFTERMATH REVEALED COMPLEX DYNAMICS THAT CONTRIBUTED TO RISING
UNEMPLOYMENT LEVELS. THIS ARTICLE DELVES INTO THE INTRICACIES OF THIS POLICY CHANGE, EXAMINING ITS MOTIVATIONS,
IMPLEMENTATION, AND LONG~-TERM IMPACTS ON KAR’S LABOR MARKET.

BackGrOUND: THE CONTEXT LEADING TO THE PoLiCcY SHIFT
EconoMic LANDSCAPE oF KAR BEFOrRE 1992

PrIOR TO 1992, KAR'S OIL INDUSTRY WAS HEAVILY REGULATED. THE GOVERNMENT MAINTAINED STRICT CONTROLS OVER
IMPORT QUOTAS, TARIFFS, AND LICENSING, OSTENSIBLY TO PROTECT DOMESTIC INDUSTRIES AND ENSURE ENERGY SECURITY.
THESE RESTRICTIONS FOSTERED A SOMEWHAT PROTECTED DOMESTIC MARKET, WITH LOCAL COMPANIES OPERATING UNDER
GOVERNMENT OVERSIGHT.

However, BY THE LATE 1980s AND EARLY 1990s, GLOBAL ECONOMIC TRENDS POINTED TOWARDS LIBERALIZATION AND
DEREGULATION. INTERNATIONAL ORGANIZATIONS, INCLUDING THE W/ ORLD BANK AND IMF, ENCOURAGED DEVELOPING NATIONS
LIKE KAR TO OPEN THEIR MARKETS TO FOSTER COMPETITION, REDUCE PRICES, AND STIMULATE GROW TH.

PoLITICAL AND |IDEOLOGICAL FACTORS

THE POLITICAL CLIMATE IN KAR WAS SHIFTING. A MOVE TOWARDS FREE-MARKET PRINCIPLES GAINED MOMENTUM AS
POLICYMAKERS BELIEVED THAT DEREGULATION COULD ATTRACT FOREIGN INVESTMENT AND MODERNIZE THE ENERGY SECTOR. THE
GOVERNMENT FACED MOUNTING PRESSURE FROM INTERNATIONAL FINANCIAL INSTITUTIONS TO LIBERALIZE TRADE AND REMOVE
BARRIERS, INCLUDING THOSE ON OIL IMPORTS.

STRATEGIC MOTIVATIONS

IN ADDITION TO EXTERNAL PRESSURES, DOMESTIC STRATEGIC CONSIDERATIONS PLAYED A ROLE. | HE GOVERNMENT AIMED TO

LOWER ENERGY COSTS FOR CONSUMERS AND INDUSTRY BY IMPORTING CHEAPER OIL. REMOVING RESTRICTIONS WAS SEEN AS A
PATHWAY TO INTEGRATE KAR'S ECONOMY MORE FULLY INTO REGIONAL AND GLOBAL MARKETS.

THe PoLicy CHANGE: ReEMovAL ofF OIL IMPORT RESTRICTIONS
NATURE OF THE DEREGULATION

IN 1992, THE GOVERNMENT OF KAR ANNOUNCED A COMPREHENSIVE DEREGULATION OF THE OIL IMPORT SECTOR. KEY FEATURES
INCLUDED:

- ELIMINATING IMPORT QUOTAS AND LICENSING REQUIREMENTS.
- ABOLISHING TARIFFS AND TAXES SPECIFICALLY TARGETING OIL IMPORTS.
- ALLOWING PRIVATE AND FOREIGN COMPANIES TO DIRECTLY IMPORT OIL WITHOUT GOVERNMENT APPROVAL.



THIS MOVE EFFECTIVELY OPENED THE FLOODGATES FOR INTERNATIONAL OIL COMPANIES AND TRADERS TO OPERATE FREELY
WITHIN KAR’S MARKET.

IMMEDIATE MARKET REACTIONS

THE IMMEDIATE AFTERMATH SAW A SURGE IN IMPORTED OIL VOLUMES. PRICES FLUCTUATED AS NEW SUPPLIERS ENTERED THE
MARKET, AND DOMESTIC CONSUMERS AND INDUSTRIES EXPERIENCED A PERIOD OF RAPID CHANGE. THE GOVERNMENT CLAIMED THAT
DEREGULATION WOULD LEAD TO LOWER PRICES, INCREASED COMPETITION, AND TECHNOLOGICAL ADVANCEMENTS.

THe UNINTENDED CONSEQUENCES: RISING UNEMPLOYMENT
THE SHORT-TERM IMPACT

W/HILE THE POLICY WAS DESIGNED WITH THE INTENTION OF STIMULATING ECONOMIC ACTIVITY, THE SHORT-TERM EFFECTS ON
EMPLOYMENT WERE STARKLY NEGATIVE. SEVERAL FACTORS CONTRIBUTED TO THIS:

- DoMEesTIC INDUSTRY DISPLACEMENT: LOCAL OIL REFINING AND DISTRIBUTION COMPANIES, WHICH HAD RELIED ON PROTECTED
MARKETS, FACED INTENSE COMPETITION FROM IMPORTED OIL. MANY COULD NOT SURVIVE THE PRICE COMPETITION AND WERE
FORCED TO DOWNSIZE OR SHUT DOWN.

‘JOB LosSES IN RELATED SECTORS: THE DOWNSTREAM SECTORS—SUCH AS TRANSPORTATION, RETAIL, AND
MAINTENANCE—EXPERIENCED LAYOFFS AS COMPANIES REDUCED STAFFING IN RESPONSE TO DECLINING DOMESTIC SALES.

- SKILL MISMATCH: W/ ORKERS SPECIALIZED IN DOMESTIC OIL PROCESSING FOUND THEIR SKILLS OBSOLETE AMID THE INFLUX OF
FOREIGN OIL PRODUCTS AND NEW SUPPLIERS UNFAMILIAR WITH LOCAL PRACTICES.

QUANTITATIVE EVIDENCE

OFFICIAL UNEMPLOYMENT DATA FROM THE PERIOD INDICATES A RISE IN UNEMPLOYMENT RATES FROM APPROXIMATELY 8% IN
1991 ToNEARLY 15% BY 1993. INFORMAL REPORTS AND INDUSTRY SURVEYS SUGGEST THAT THOUSANDS OF \WORKERS
LOST THEIR JOBS WITHIN THE OIL SECTOR AND ITS AUXILIARY INDUSTRIES.

LoNG-TERM STRUCTURAL CHANGES

- DecLINE oF DoMesTIC OIL FIRMS: SEVERAL DOMESTIC FIRMS WENT BANKRUPT OR WERE ACQUIRED BY FOREIGN COMPETITORS,
LEADING TO A CONSOLIDATION THAT REDUCED EMPLOYMENT OPPORTUNITIES.

= SHIFT IN W/ ORKFORCE SKILLS: THE LABOR FORCE LACKED THE NECESSARY SKILLS TO ADAPT TO NEW TECHNOLOGIES AND
PROCESSES INTRODUCED BY FOREIGN COMPANIES, EXACERBATING UNEMPLOYMENT.

ANALYZING THE CAUSES: WHY DID DEREGULATION LEAD TO UNEMPLOYMENT?

MARKET DISRUPTION

THE SUDDEN REMOVAL OF RESTRICTIONS CREATED A SHOCK TO THE DOMESTIC OIL INDUSTRY. COMPANIES THAT HAD BEEN
PROTECTED FROM INTERNATIONAL COMPETITION WERE UNPREPARED FOR THE INFLUX OF CHEAPER IMPORTS, LEADING TO CLOSURES
AND LAYOFFS.

FAILURE TO MITIGATE TRANSITION EFFECTS

THE GOVERNMENT DID NOT IMPLEMENT ADEQUATE TRANSITIONAL SUPPORT FOR DISPLACED WORKERS OR DOMESTIC FIRMS. UNLIKE
SOME SUCCESSFUL LIBERALIZATION EFFORTS ELSEWHERE, KAR’S DEREGULATION LACKED ACCOMPANYING POLICIES SUCH AS
RETRAINING PROGRAMS, SOCIAL SAFETY NETS, OR PHASED LIBERALIZATION.

OVERRELIANCE ON OIL SECTOR

KAR’S ECONOMY WAS HEAVILY DEPENDENT ON THE OIL SECTOR. THE ABRUPT POLICY CHANGE EXPOSED THE VULNERABILITIES OF
THIS DEPENDENCE, MAKING THE ECONOMY SUSCEPTIBLE TO SHOCKS THAT DIRECTLY IMPACTED EMPLOYMENT.



BroADER ECONOMIC IMPLICATIONS
SHORT-TERM EcoNoMIC GAINS VvS. LONG-TERM STABILITY

W/HILE CONSUMERS BENEFITED FROM LOWER FUEL PRICES AND INCREASED IMPORT OPTIONS, THE ECONOMY FACED INSTABILITY DUE
TO RISING UNEMPLOYMENT. THE SOCIAL COSTS—SUCH AS INCREASED POVERTY AND SOCIAL UNREST—BEGAN TO SURFACE.

IMPACT ON FOREIGN INVESTMENT AND TRADE BALANCE

THE POLICY ATTRACTED FOREIGN COMPANIES, INCREASING OIL IMPORTS AND FOREIGN DIRECT INVESTMENT IN THE SECTOR.
HO\X/EVERI THE TRADE DEFICIT WIDENED DUE TO HIGH IMPORT VOLUMES, RAISING CONCERNS ABOUT MACROECONOMIC STABILITY.

PoLicy LESSONS AND REPERCUSSIONS

THE KAR CASE UNDERSCORES THE IMPORTANCE OF PHASED LIBERALIZATION, COMPREHENSIVE SUPPORT MEASURES, AND CAREFUL
PLANNING TO MITIGATE ADVERSE EMPLOYMENT EFFECTS. |T ALSO HIGHLIGHTS THE RISK OF ABRUPT POLICY SHIFTS IN A SECTOR
CRITICAL TO NATIONAL EMPLOYMENT.

SUBSEQUENT PoLIicY ADJUSTMENTS AND LESSONS LEARNED
FOLLOWING THE INITIAL TURMOIL, THE GOVERNMENT OF KAR ADOPTED SEVERAL MEASURES:!

- INTRODUCTION OF RETRAINING PROGRAMS FOR DISPLACED WORKERS.

- GRADUAL PHASING IN OF DEREGULATION TO ALLOW DOMESTIC FIRMS TO ADAPT.

- CREATION OF SOCIAL SAFETY NETS TO CUSHION THE IMPACT ON VULNERABLE POPULATIONS.
- ENCOURAGEMENT OF DIVERSIFICATION TO REDUCE DEPENDENCE ON OIL.

THESE STEPS AIMED TO BALANCE MARKET LIBERALIZATION WITH SOCIAL STABILITY, RECOGNIZING THAT DEREGULATION, IF
POORLY MANAGED, CAN HAVE DETRIMENTAL EMPLOYMENT CONSEQUENCES.

CONCLUSION

THE REMOVAL OF ALL RESTRICTIONS ON OIL IMPORTS IN KAR IN 1992 EXEMPLIFIES THE COMPLEX INTERPLAY BETWEEN
ECONOMIC LIBERALIZATION AND EMPLOYMENT STABILITY. W/HILE THE POLICY WAS MOTIVATED BY A DESIRE TO MODERNIZE THE
ECONOMY, ATTRACT FOREIGN INVESTMENT, AND LOWER CONSUMER COSTS, IT INADVERTENTLY CAUSED SIGNIFICANT
UNEMPLOYMENT, ESPECIALLY WITHIN THE DOMESTIC OIL INDUSTRY. THIS CASE EMPHASIZES THE NECESSITY OF STRATEGIC
PLANNING, PHASED IMPLEMENTATION, AND SUPPORTIVE MEASURES WHEN UNDERTAKING MAJOR MARKET REFORMS. MOVING
FORWARD, KAR’S EXPERIENCE SERVES AS A CAUTIONARY TALE FOR POLICYMAKERS WORLDWIDE ABOUT THE POTENTIAL SOCIAL
COSTS OF RAPID LIBERALIZATION WITHOUT ADEQUATE SAFEGUARDS.

FINAL THOUGHTS

UNDERSTANDING THE KAR CASE PROVIDES VALUABLE INSIGHTS INTO THE IMPORTANCE OF ALIGNING MARKET LIBERALIZATION
EFFORTS WITH EMPLOYMENT POLICIES. |T UNDERSCORES THAT ECONOMIC REFORMS, PARTICULARLY IN SENSITIVE SECTORS LIKE
OIL, REQUIRE A HOLISTIC APPROACH THAT CONSIDERS SHORT-TERM DISRUPTIONS AND LONG-TERM BENEFITS. ONLY THROUGH
SUCH BALANCED STRATEGIES CAN COUNTRIES ENSURE THAT ECONOMIC GROWTH DOES NOT COME AT THE EXPENSE OF THEIR
\WORKFORCE’S WELL-BEING.
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