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against raw material producers,
whilst products of the industrialised
nations continued to rise in price.
This resulted in a virtual subsidising
of the Western World economies
by the Third World during the post
war period.

As the economic crisis deepen> in
1975 the conventional Keynesian
econemics is found to be increasingly
inapplicable whilst the Third World
continues to make increasing de-
mands for a larger share of the
world’s wealth. -

DIMENS IONS
OF THE PROBLEM

A quick glance at the major -

indicators of the leading market
economies of the world reveal the
depth of the problem. :
The United States

“The indicators of business condi-

tions have switched from Yellow

to Red” is how the U.S. magazine
Business Week described the change
from stagnation to recession in the
U.S. at the end of last year. The
automobile indusiry, a key branch
of the U.S. economy has been
severely  jolted by one of its
worst sales collapses in history.
These storm signals are repeated in
other brauches of production too.
For the first time since the war, the

(. N, P. in the U. 8. dropped by

2.29% in 1974 compared with &
growth rate of 5.9% 1 1973, Infla-
tion too increased, for 1974 prices
rose 10.2% compared with 5.6%
in 1973,

The stock prices index in the
United States, the main barometer of
the economy, sank nearly 50% by
Diccember 1974 compared with its
peak in January 1974, a loss in
value of 500,000 million ~dollars.
It has been having a minor rally
recently which observers feel will
probably be temporary because of
the poor structural situation of the
economy. Inventories of unsold
stocks have greatly increased and
business failures have taken a shar
upward turn, with even major firms
in trouble. (Iran had to rescue the
American flag carrier Pan Am a few
weeks ago.)

The decling in industrial produc-
tion is widespread and accelerating
and now touches the whole range of
manufacturing - consumer durables,
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 ployment

stef:_I_. chemicals, textiles are all in a
rapidly accelerating downward spi-

- ral, while the automobile industry

is further down the scale, Manufacs
turing is consequently now operat-
ing at only 70%, capacity in the U.8.
as a whole.

The result of the dra:matlc down o

turn has been a text book inventory
recession as firms cut back on their
unsold stocks of goods. Production
is cut because of low sales, workers
are then laid off, unemployment
consequently rises, sales then shrink
further and production is cut siill

further and so on, down the spiral, -
In the U. 8. the downward spiral has .

in previous recessions been checked
short of catastrophe because firms
have managed, fo increase produc-

tion before consumers ran out of-

money to buy the goods produced.
If the dramatically increased unem-
were to continue and
purchasing powsr were to decline
further, the present decline could
result in the downward spiral running
its full course, leading to a near tofal
collapse.

After a slight increase in indus-
trial production during 1973 the
British economy found itselll once
again in 2 state of chronic stagnation

last” year. ° Prices on the London
stock market reached the lowest
point in the twenty years in 1974,
Britain’s balance of payments deficits

{$ 95,000 million annually) exceed

even Ttaly’s (8 6,000 million). The
most recent London Business School
(LBS} economic forecast confirms
the sericusness of the medium term
gconomic situation, Over the next
three years as a whole the LBS sees
total outpui as virtually ' stagnant,
with no sustaining rise in any of the
major components of economic de-
mand. In output terms, the LBS
sees the depth of the recession eccur-
ring in the first half of 1976,

In Ttaly balance of payments is in
the red to a tune of $ 5,500 million;
1.2 million are unemployed and
consumer prices have gone up by
25% in the [ast few months. Indus-
tnal growth has slowed down. Fiat
production is down by 40% and
nearly 1/3 of Fiat’s 200,000 work
force have been on a three day week
since QOctober. At the end of
Japuary 16 million Italian workers
launched a national strike demanding
retention of their jobs and opposing
fascism.  With the undercurrents

-of neo-fascism strong in Italy fascism

is increasingly fearsd as the economic

JAPAN — End of the Miracle. Growth Goes Negative
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In the Soviet Union with ifs
recent concern for increased imports
of Western machinery and equipment
the downturn in the West could pos-
sibly affect these imports which have
included West German power plants,
French engineering units, American
foundries, Italian automobile works
" and hundreds of other smaller items
mcluding advanced computers.

The surge in the price of raw
materials has however helped to turn
‘the Soviet trade balance from 0.8
million roubles deficit at the six
month point of 1973 to a 1.3 billion
roubles surplus in June 1974, The
resulting trade surplus 1s giving the
Soviets the ahility to import Increas-
ing quantities of Western products.

Summing up

It is apparent that the economic
crisis is biting hard .all round the
non-socialist world (cxcept of course
the oil rich countries, yet even here
inflaticn has been high) and that its
effects are going to increase further.
The present crisis is unique in that,
unlike all the post war downturns
in capitalist economies, it has gripp-
ed the economies of practically all
developed capitalist countries at the
same time. In the past, for example,
when outpuf in Britain and France
was going down production in
Germany and Italy would be rising
and provide a boost, through bigger
imports, to the economies of the
shump ridden nations. But just as all
the Western countries were booming
together in 1972 and 1973 now
nearly ail are in recession and
helping to pull each other down..

The Roots of the Crisis

An Impression has been created
that it was the guadrupling of oil
prices that brought on the economic
crisis. It is clear, however, that
a turning point in the world market
economies had been reached much
before the boycott organised by the
il Producing and Exporting Coun-
tries (OPEC} in 1973, The contribu-
tien of the revised prices of oil 1o
world inflation is small; according to
Iran’s estimate, only 1.7%, in 197’4
against an overall inflation of 14‘}’;\.
A world inflation, acuie since 1971,
long antedated the increases in oil
prices.  The progressive inflation
plaguing the world, which dealt the
firal blow to ihe monetary system
and has brooght several countrics

6

to the brink of bankruptey, fully €X-
plains the roots of the present crigis.
The oil crisis has of course worsened
an already grave sityation.

Although 1974 and 1975 are
witnessing a- crisis of near fragic
proportions, its roots and some of
its major symptoms stretch back
5 to 7 years or more. The cries of
gloom have been persistently heard
from economists, social scientists and
the like in many industrialized cousn-
ries over the last several years.
Henry C. Wallich, the U.S, econc-
mic commentator writing in News-
week in 1966 said “Itis a peculiar
feeling, when something unpleasant
is ahead and nothing can be done
about it, but that is precisely what
the economy faces. We seem to have
manoeuvered ourselves.into a box,
where unless the Vietnam war ac-
celerates, only two choices are left—
inflation or recession. With a little
bad Iuck, we might have both.
We carmmot even be sure that infla-
tion will stop if there is a recession,
and the farther the inflation i
allowed to travel, the nastier will be
the ultimate crash™. * Some of the
clements which Wallick identified
i1 1966 seem in hindsight to have
been crucial and what the world is
experiencing today seems very near
the ultimate crash, he predicted.

STRAINS ON THE SYSTEMS?

The major steps in the growth of
the present crisis especially as it
affects the leading market economy,
the 1.5, could be traced back to
the mid sixtics when the world had
entered a period of dollar surplus in
the international economy. This
was coupled with a high growth in
the economies of Germany, Italy,
France and Japan with the U.S.
lagging badly. These signs of trouble
for the leading capitalist economy,
the U.S. was brushed aside as a

‘temporary phenomenon which it

was thought would right itself in the
late sixties. But this was not to be.
Following the massive American
intervention in Vietnam in the late
eizties the doilar surplus turned out
into a dollar glut. These military
expenditures far in excess of the
.8, earnings in forcign trade caused
massive amouuts of dollars to pile
up in the creditor countries. Even
at that time the crisis was partly stav-
ed off by the willingness of Euro-
pean Central Banks to hold and
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IMPACT ON

Sri Lanka’s economy still con-
tinves to be a largelv dependent
import - export CConomy. The .
world recession that has intensi-
fied in recent months has placed
QUr eCoOnomy in a very critical si-
tuation. All efforts towards self
reliance  and even modest struc-
tural changes are being frustrated
by these external forces, giving
the country little alternative but
to fall back on the external “debt
trap”. The extreme deteriora-
tion in terms of trade, in recent
vears, has placed B8ri Lanka

-among that group of countries

which has come to be recog-
Tise: f as “most seriously affected”

by the world commodity pI‘lCL

mflation.

Rise in import prices

The table below relating to
volume and prices of our imports
shows clearly the effects of the
deteriorating terms of trade over
the last fow years.

Year Volume _ Price
: Index fndex
1969 108 134
1970 102 140
]971 20 150
1972 88 158
1973 79 209

Between 1269 and 1973, im-
ports went down by approximate-
Iy .29 percent. While average
prices rose by approximately 56
per cent. 1974 showed a further
reduction in  the volume of

imports  accompanied by a
substantially  higher  upward
movement in prices. The 1975

import programme allows for an
increase in imports other than
food, petroleum and fertilizer.
But, as this increase is likely to be
more than absorbed by price in-
creases the volume of imports

“of Investment and intermediate

goods and raw materials, is there-
fore on present official forecasts
likely to decline during 1975.

The recent sharp increases in
import prices, particuiarly of rice,
flour, sugar, petroleum and ferti-
fizer (see page 11} have created
serious problems for the country
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accumulate papcr' dollars and not
encash them in the U.S, -

In 1971, however, a crucial turning
point - was reached when for the
first time, in the 20th century the
US. had a deficit on its foreign
irade account and the overall deficit
on its capital account in the third
quarter  reached the formidable
figures of § 12 billion.  The European
Central - Banks found
virtually drowned with paper dollars
and wanted no more of them, Pres-

~sure on the dollar rose dramatically

and en. August 15, 1971 the U.S..

officially abandoned the convertibi-

lity of dollars to gold. The Euro-

pean Central Banks ceased to sup-
port the scheme of international
exchange rates and major currencies
were now allowed to float, This
meant the collapse of the interna-
tional mionctary systam  that ha
grown up since World War IL

The Western money markets out-
side the U.S. now hold more than
100 billion Euro dollars which has
often been the subject of much
speculatory. activity. Many multi-

nationals based mostly in the U. §.
have often swilched money from

couniry fo couniry to gain on the
continuing - differences in exchange
rates. This has only further heigh-
tened the general instability in the
monetary  system  and  prompted
German, Chancellor Herr Schmidt
to state sometime ago that the
“wobbly international  inonetary
market might totally collapse to-
morrow”.  With this uncertainty
has come the rush for gold which
sold in recent weeks at more than
4 times the official U.S, convertible
figure of § 42.2 o

The New Third World Militancy
The new militancy in the Third

- World specially its determination to

reverse the trends since the Second
World War, (which saw its terms of

trade continually worsening) has
The .

added to the instability.
“geonpmic miracles” of the West
during the post-war period zad the
growth of the consumer society in
these countries were but 2 necessary
adjunct to the pauperization of the
Third World. ;

The new mood in the Third World
as it demands an increased share of
the world’s wealth was most drama-

- tically reflected in the “oil crisis™.

8

themselves

The massive about-turn in terms of
trade between the West and the
Third World this brought about,

‘seeingitin its historical context, is the
first major separation of the associa~

tion of capital from people of West
Europecan stock since the growth of
the world economy in the sixteenth
century. This cataclysmic event has

led to major shocks in the world

system.
Professor Kindleberger of Califor-

nia analysing the roots of the earlier

capitalist depression has stated that
for the world economy to be stabiliz-
ed there has to be a stabilizer, mean-
ing a single country or a sst of
countries dominating the rest of the
world. With the new mood of the
Third World denying such “stabiliz-
ing” roles for rich countries of the
world, we are in for a continued
period of “instability”. Thus the
major sign of this new mood, the
oil price hike, has resulted in the fact
that the oil producers will run a
balance of payments surplus of
$ 60 to 80 billion this vear. This
means that the rest of the world wiil
run an equal balance of payment
deficit, leading to further strain on
the economic gystem,

RESPONSE _ :
The responses to the crisis by the
market economies have depended on
their ability to contrel the main
economic forces. It is the major
countries, principally the U.S., -
that has been exporting the recession.
Countries dependent on-the econo-
mic well being of the metropolitan
countries (Like Singapare, Hongkong
cte.} have the least control of the
situation. . _
~ Yet unlike in the immediate post-
war period any individual country’s
dominance over its own economy is
no longer complete. One factor has
been the growth of large monopolis-
tic  multi-national ~ corporations
whose operations and interests now
transcend national boundaries. (In -
fact the action of multi-nationals in
switching their assets from country
to country in search of better ex-
change rates was one coniribuiing
factor to the present crisisy. Second-
Iy major changes in the positions of
the dominated and dominant are
occurring as the Third World in-
creasingly flexes its muscles, as the
oil situation has indicated., Kindle-
berger who analysed the causes of the
last depression argued strongly for a

TREND IN THE CONSUMER PRICES
IN SOME LEADING WESTERN COUNTRIES
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“stabilizer” or dominant country.
‘Recent attempts in Western econo-
mies to move out of the depression
gre largely 1o be seen in this light.

\m' srican Reaction

Within the U.S. 1taelf CCONOMIc
policies have been very unsuccessful
at checking the situation and both the
Congress and people are increasingly
getting dissatisfied with the Ford
regime, as a consequence. The

_Londo_n Economist said a few weeks
ago that Ford’s presidency was such

that management of the economy
'durmg his seven months of ofiice
nave “for practical purposes been
wasted and that economic manage-
ment bids fair to be the decisive
presidential campaign issue in 1976
In 1ast October, Ford proposed that
inflation was the main enemy and
brought in income tax surcharges
combined with cuts in Federal spen-
ding, He urged the people to tighten
their belts and promised that the
1.8, government wouldequal!} doso.

towever, recently Ford has taken
4 right about turn and has started
stimulating the economy and has
proposed tax cuis. Yet his attenipts
to spur the economy have failed and
although interest rates have been
¢ut the demand for money far from
picking up has dropped dramati-
cally. In New York alone, bank
Inans to business have fallen § 2.9
billion since the start of the year.
Apparently attempts to tempt indus-
try to get moving again by an easy
money policy are not proving a
iauccess.

Ford's many advisors, especially

{ireenspan and Arthur Burns, the
jatter Chairman of the Federal
Reserve Board, have been increasing-

ly criticised in the last few weeks for
their policies. These criticisms have

bome from right wing economists
lite Friedman, as well as liberals
{:kﬂ Samuelson, labour leaders, the
(onﬂress and editorial writers:

i In Europe standard Kevncsmn-
Ee icies have been followed fo no-
vail specially as its recession arose
LS. .
Ag inflation rises and

{rom - ripple effects .of the
tecession.

E:-a,l .incomes are. cut, demands by

ilitant workers have been incréas-

g, General strikes have occurred
in france, West Germany and Japan.
Vlrtuafly ali Huropean countries

0

have attempted some form of in-
comes policy and indirect wage
restraint to hold down workers
wages, These have largely failed.

The International Context

At the international level the U.S.
and other Western countries have
been  making renewed efforts to
re-establish their hegemony so that
“stabilization” could - again be
brought about. Price rises, currency
gyrations and heavy palance of
payinents deficits caused by higher
oil bills and world commodity short-
ages have thrown the Americans and
Europeans together again. in
January there was feverish activity
among the Common Market coun-
tries who decided with the I, M. F.’s
interim committee of its Board of
Governors to continue and enlarge
the “oil facility”” for 1975. Running
for shelter, the Nine (ECM) and the
United States have agreed to a 6
billion petro-dollar money box at the
I. M. F. as well as in principle, to
the § 25 hillion *solidarity™ fund
pushed by Henry Kissinger.

- Fear that a deep crisis gripping ali
the capitalist countries at once
might lead to economic disaster and
the fear of the new Third World
militancy might lead to further
reversals of Western economic pri-
macy are what have apparently
united the developed Western coun-
tries at the moment. An additional
factor has been the desire “to win
the money .game” by using the
OPEC countries’ oil earnings for
long-term investment in the. crisis-
stricken  Western . ecnomies, It
appears that hope iu the Western
capitam is.that the establishment of a
“single bank” will make it possible

to conduct the dialogue with the oil -

producers from a position of maxi-
mum streagth or to use Kindleber-
ger's phrase, ‘the re-emergence of a
stabilizing dommant country’..

Observuls have pomted out that

‘the worsening crisis will see =zn
increase  of government planning

and other semi-“socialist” measures
being 'ldoptf:d as a means of getting
out of the crisis. (See our seclion

on - Banking and  Finasce where -

we have pointed out some of these
tendencies). But the crisis of today
cannot be mana,ged by just one or
two countries” action alone as in the
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order.

growth of unemployment

Thirties.  Even the United. States
does -not have controel over its
multinationals which are a major
part of the problem,

Further, as the Western countries
again seem to draw together {one
result of which is apparently the
recent drop in oil consumption)
and attempt to re-establish a new
hegemony on their terms, the Third
World is not standing idle. Em-
boldened by the success of the oil
exporting couniries, Third World
countries have been making increas-
ing demands for a new economic
Various. resolutions have
been moved in many decisive bodies
from the UN., to the Law of the
Sea . Conference, all having the

_common theme of & more equitable

distribution of the world’s wealth,

As the crisis deepens in the months
and years to come Western nations
have a crucial choice to make.
Either they could attempt to re-
establish world hegemony by mili-

- tarist and other means {recent hints
by Kissinger and Ford have indicat-

ed that this colondalist course has
not been ruled out) with all the
danger that it entails, Or the Western
economies could offer a New Deal”
to the Third World and help all
afflicted cconomies get out of the
crisis,

The New Deal of the Thirties_ help-
ed get the U.S. out of the crisis by
giving purchasing power and work
to the unemployed and the poor of
the 11.8. In the mid 1970"s the world
18 too deeply integrated for any
within its borders alone to get it out
of its mess although such actions

‘too arg necessary. The integrated

world economy caw only get out of
the present sitvation by giving' pur-
chasing power to the poor’dnd un-

- employed of the world economy that

are today in the Third World. In
concrete terms this would mean an

- accommodation of the new demands

of the Third World and reversal of
thepost-war {rends in the terms of
trade of 'the Third World which has
led to thie latter’s pauperization and

Such a dramanc change seamf to
be the most plausible way .aut of

“.the crisis. But such moves. will; only

be adopted by the West: anly-at the
resort. Centuries of colonial hab;ts
di¢ hard. S ot
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amed siermcal prodducrs,  The value

Al i|l||1|_|;r|,:1. al |"||‘.'-||'\-:'-|-=|||-'| Ir_:-ru;'-;j'-l,p;,.'ts
roves Dreosn Ras M) medliion dm 173
f e 210 adllice pe 197088 while
perpncis el cheriel amd ailed peo-
|.‘|'|.||:|"-, i:i.;,:-!u-.1ii|].|; Teriliesr wosi [he
cauiley anly s, 298 rllion in 1873
s cornguired with Hs, 552 million
in 1974,

i il ey sonchinery uud mechuoi-
cal wpphanees On walue  tenma)
wore umported fusl yeir.  Impores
o sechinery and ejpupment which
cust w250 milhon m I9TF veore
recduced G By, 1T million in 1074,
TOURTEY

The tourst melustry which had
Boeh growingg Sl oan pberime nonosl
rate of 247 From ]:'5:‘4 1473 record-
e @ I.|T-.-.I.'I'I-. L S drop from 399
CET i A T LS :|11 1974, And the
presenl veur |'l!'l'.l-1'l]"=“¥ Lo be Do berter
ith  lhe  ncdugini -III'J:'LI COIEDLTEDS,
From wheps (he pujonie of touris:
arrivils originele, pomg oo the
worsh weae of the recesson. This
vheck op prowth has come at a time
when Gdofra-stroctice investmcnt in
ihe indusivy hes beso rising witls
secommodaton  expanding rapidiy
from 770 repms o 1967 to 2736
moums in BT u mear H00Y%, Cin-
cogitgs, The slowine down has beon
kg Erowiny concero in o the
tourist trade and by the end of
Ponpwry 1975 the tades was weing
the wuchorities 1o stoy farther dowe-
Hypmcet of the towrist programime,

However, the Chairman o the
Cevlon Tourist Hoard siated that
alhough the intecpationnl sconoimiz
crisia bed its impact oo 55l Lanka,
our  performuncs has boon much
tetter than the rest of the world o
Gouth Aria. He atteibuted this to the
fact thai Sei Lanka was hetier kiawn
in warld wrasel teade hecanse of
improsved and cxpanded facslihes and
becans: competitive prices still pre-
vailin S Lanka with FEEC= at 65%;.
The othee feason for this modest
sucoers, he said, was che sucocessfl
pubdbeity oleive alwoad.
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The dectease e Lourier (e
¢Tt=’il:-l-1t~.ﬂ Pir i e ur.ﬁ:'niug intzrnatio
wBE TR cond ned
e ‘~'=|| Ta-nk* Ustublished tonedisd
resovis have had to taks their shan
of fasasa too. Epain, For InetEoe,
found thar ot anly bod their Rotsl
bookings drapped by 25%, in 1974
G-L'li'EL‘.Eu:’.‘:li T Ll PrSVIOUE WOEF - BIH
eleo that oy pamcy rutes of vios
of the hotels bl deerensed by 2551
Far & courtry which croaded ik
pictiorzagoe  coustline  weth - liotel
Fer helikay makers on packase touss,
e Tafure  apllenk s d-:ﬁ|;ir::',’:i-
ooy, OLE LS TouriamCarimir-
teo tepnfl wioch las Besi o jusl
pablished sinies thet afior e slowes
ratz of espansion of inrnaibona
Im.ri:-' irlic oo D903 chore wis e
sharp alecling i the fivst hall of 1474
and ihiy tosether with: ihe  umer-
imty cuused e the riginr Tate ol
infiation, the CHETEY Crinds, Lhe s].::--.i.q
il of ecomomic growih aml g
taterorniion [ couatries IJll,llu::l;
L-r pt vimeits arc LJ'.JQ1.||I1H; 0o
situntion for towrdam.

The Commirtes  doremeats  theg
1 the present situaton the movern:
ments {of O.E.C.0, cunnines) should
mview thelr toarisn [oecusts tuLmE
e acocunt all Tislors maLu:Lg Lp
demestic and mremalional demand
az well as inereased competition T
will develop oi (he infernationg
tourism markel,  Durcher develop-
ment of sremmedeion and ached
tourigl Maetilies may vow need b
B on a4 rmore selective hagis o enawe
maxintum prolitabilicy.

The Cevlon Tourist Board har m
the meamime anoouaced an e
pansind  fropramme simed ar &
fu rnE|'-¢r pneTsise nf Foom caApacity I:ﬂ_-.'

SO

CHA — Only half utlised

Al of Es BT million h:-u:l
heen wredited to Convertible Ropen
Acvounis up to the end of Tane lage
year, scoording to latest availalife
Centrul Bank ficures. OF che s, $0.7
millioe only Rs. 435 miilion had
beco veilized as at Juee 30, 1974,

Gem exporiers bad o their credil
Fa. 43 million, fiest  over three
forrthe of che entire O, A, helg,
OF the Be 4315 million deBited o
payment—Ra. 56 million weas vsed for
imporis; Hs. &8 million [ug Ieavel
and Ba, TE0 M For focal 25 peses.

n



Paper Production

- The country’s second paper mill
being set up at Embilipitiva will be
frrther expanded following the ges-
ture on behall of his government by
the West German Deputy Minister,
Iir., Alwin Brueck who visited Sri
Lanka recently. Mr. Brueck visited
fie site at Embilipitiva where this
mill i3 being set up with West
Crerman assistance, Daring his visit
hs announced that the West German
Crovernment had agreed to provide
an additional DM 12 million for
the expansion of this project.

The Embilipitiva mill will be the
couniry’s second pulp and paper
project and has a rated annual
capacity of 15,000 tons of low basis
wwight writing and printing paper.

t is based on 80%, usage of indige-
nous raw materials such as paddy
straw, kenaf and other woody
materials. The estimated cost of the
project is Rs. 300 million with a
foreign exchange componeat of
Rs, . 136 million. An Agreement
between Kreditantsali fur Wiederauf-
bau (KFW) of the Federal Republic
af Cermany and the Government
of Sri Lanka for a loan of DM 37,3
million to finance the foreign ex-
change component of the project

- was concluded in March, 1973,
The DM 12 million now offerad will
help to further finance the foreign
exchange component of this project.

'The Eastern Paper Mills Corpora-
tion has plans also to set up a thied
paper mill.  Rajangana has been
selected tentatively as a suitable site
for this mill which would produce
“Industrial” types of paper such as
vewsprintand kraft paper. Inviewof
the widespread inflation and conse-
guentescalation in plant costs, this pro-
fsct is being re-evaluated with a view
to deciding on the scale of the project.
Small-scale projects

Meanwhile, nearly 20 small-scale
projects for the manufacture of
paper-board, with paddy straw as
the basic raw material, are being set

up in various paddy growing areas of
the country.

“Two projects have bceu set up by
the Industrial Development Board
at Kotmale ard P;hyandala° two
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others by the Sri Lanka Industrial
Company (a subsidiary of the IDB)
at Mahivangana and Gampaha and
others are to be sited at Divulapitiva,
Tissamaharama, Beliatta, Kamburu-
pitiya, Devinuwara, Kekirawa,
Polonnaruwa, Attanagalla, Kurune-
gala, Laggala, Katugampola and
Kottawa, most of them to be cperat-
ed by District Development Councils..
A small-scale Factory of the type en-
visaged for each of these areas could
produce upto half a ton of straw-
board a day on an eight-hour shift.

Another crisis on the way

Plans for the rapid development
of the local paper industry become all
the more relevant when FAQ and
UNDP specialists see another major
commodity crisis, as overwhelming
as food and fuel crises, in the pulp
and paper crisis that lies ahead.
A recent FAO/UNDP study has

STRAW
BOARD

Demonsirating the semi-
machanised process of
paper board manufac- :
turz at the most vecenta
Iy apened straw boord
factory at  Bemmulla,
Attenagalla,

Reconstitution of National
Science Council

A new. bill to set up a re-constitut-
ed- National Science Council has
been gazetted. It aims to set up a
more viable Council with emphasis
on specific functions, This hill will
help to enlarge the scope of the
Council and is imtended to involve
more scientists and technologists in
its [unctioning and to make it the
cenfral forum in developing Govein-
ment policy in this field, The size of

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

called for a concerted drive to pro-
mote paper and pulp industries in
the developing countries, if current
shortages are not to assume crisis
proporiions by the end of the 1970,
The Study reports that by 1978
the world wiil be faced with a paper
and paperboard deficit of some 16.1
million metric tons, more than tcn
times 1974 ’s deficit.

The hardest to be hit'in the supply
and demand squeeze will be the
developing countries which are al-
ready finding it difficult to obtain
newsprint even at two or three times
the prices prevalent two years ago.
Already, in many developing coun-
tries, newsprint shortages have led to
thinner newspapers and  shorter
school terms.

Dr. R. L. Bhargava, an Indian
paper industrialist who conducted
the study for UNDP, sees no imme-
diate improvement in the situation
for cither the industrialized or the
developing world.

the main Council will be reduced
from 21 members to 12. The Minis-
ter of Industries & Scientific Affairs,
however, will be empowered to

appoint 7 to 8 “expert” working
groups comprising specialists in the
various fields of science. They will
advise on policy and promotion and
development of science and techno-
logy. These groups will cover fields
such as Physical Sciences, Agricul-
ture and Forestry, Medicine and
Veterinary Science, Natural Sulenf,es
and Social Sciences,
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Apticulture -

Yegelaﬁles- Higk Price for the Consumer low

Price for the Producer

Uilian constrcars of segciables in
citice such my  Colorebo, Setena
and Poetalam pay o5 mocl a3 cighe
hings T their vepsegiehes gy what
the peojuccr iz piic 1o vesebablo
prowane arcas such s Weliads
This fae boon rovended oo sibevay
clrzied o et 7

I by ™ Evononue Berii
in Ahe pmncipal yometabls maskelinn
Loran of Welinpads.

The prices at which the poolnei
sfis ol Welrmada o1 one 1omaan
dete (limwary 2st TYTSY Lor woni-

rpon ceepeliabies gach o Hesns,
Cabbuge sl  HKapitkapl are as
tollowe.  Mhe copsumers poices a0

the wams perind inColarabo, Maliea
el Fiddaim arc also shown

'rofoces's Frive

{.ulomiba
501-A1
il
4057

Cabhupe clg, 1216
Foans . uls 3043
_Eralkhal  cls 111-2'.'_|

Zoth the produeccr and cowsam=r
mr g very @aw geal out of ibe
gitpotion. o e case of the waee
bl orower lisw  prices  uninerly
fimed by mucidllesen ane oniy one
gracct 0f T eeefalne  EROWIE:
peviga,  Cmeer the Bist bwo vears his
voer o7 fersifizer his o un feur
el T Bl R3E Lo Than e,
while Tis roansgorl vlarges Fave alsa
Inztded owver thi Lest Do soass

iis possible tor s ceHivator i chs
Weiimeda  region oo rse GoErl
100 povnds of cukbaps (rome an
gere, bt under previihing prices
o anpods cnleas e pee 20 ceeis on
o ol bis offarts are ool wacth-
while, ax wilh even this prive b+ will
ETPERCI TS TR (i ol SR ] L LR U
for VR savive quentitys hhe prices
e swhieh the seedace wis sehid thig
semc o wis often belee they tissea of
2 cen,

The supeey alao pevesls ther oo
iprasrant Laclor v rie low pricins
s the low berkaning pesicien of the
culsvemor el respeer e the oidd e
pra. Often ke onltibanor Hives I
remete villaae anc e Las b being:
his vesetable over dhlionll Fercain for
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dispiel et he e Feenoal e
goes nel abtain g S peice Trom
(hwe feardoes, Dol fo (Espose of i
as vogerablos gre pesmkahls  End
iTapsporhing itobesk woald be
prithpdakie, The coustanl codm-
plaint miede by the oultisaier and
checked by owe dnvosthgatlurs and
found L he DTl wes ynrins ua-
derhand  dlevices edoptend by the
froders, 0000 producs wis weighod
e tie bl vaintaze of che prodiaer;
glio toe préshocer = chergsl fnoa
lees ud rp e 15 pounds ol weight
m o ooraspering  the produce 1o
Cotomba adhougl i uclushily
fransport lowses doe toodehedmutan
do ot arzouil o dnere thwo B
potods,  The traders abivost 'u:nl'u-
Figbdy operaie 1 ow ing and urbili-

cially hielp 1o pus the prive: ouwr,

Er_;l;l;mlm:*r‘:i- rice
Mniura
BA-1.3)

id-1.25 |

- 35 Th- )

The arkedgne Tepacimeat
Co-aperarives hooee Theie puechasiog
g io dhe Ere It whelnoprices
e often Lower thia the private
fracers  and foclber Ihey & omor
prowide institutivaal coel  porsondl
emrslisnics provided By e hracers
The iable bolow zives (he prices paid
[y ke Wo-cporatives om The Gy he
rivile beaders’ prices yoeled ahove
wears i

Putiaism
- F25
A= 1.35

| i
440 w15,
23l

Il

Califmps
e
Hnoflchal
Lesiddinh

Ancther irerciting feardre of ks
rolutionship o the avddlamen whn
cxplaits bolh P produces nod the
catsareer 15 (heoal limes of w pghol
the prices to ths prodizer o down
warily, thongh For e consumer
The fAueciation: o pises ae Lol

s RICAL

T A ey I8 o Seug condinead
i Colambio snd sther mgions o
feolate dhe cxact mechanisms by
which  the  cxploitaiion 15 being
carrizd ol
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The Ideal” Farm Allotmest

Tae s wotmenl, of land
s i Bl Tary Zene of
S larcka shondd b :hﬂ':i‘e-&ﬂ e
Sogrerss, ot Lt gs b b nelised
o Tl Saasl advangage,  This i the
airrctusdiod: . That  has hesn reachod
Gizlowangr eapariments carvied ot
he  the  Maliwei  Pevslapmiont
Bramd,

L cak I

T ols eeperinentation propramet
the Hoesd decided that cach furmer
shonsd bave Siboe a Block of padds
tand o g Bleci of svell desined Tumd,
Fyvn pilst projects eazh on a B00-
dee Rinek sieec bepne at kuha
Plysepalaoa s s Pelvehera. In
the Blabeg Waprs dacons Tarm o farmel
wits wllotied ¢ Facre block of lanc
while alurmer ol Pelvalera was given
% 2d-acre bock. Luch Ggmer was
oiven sufficient mozey (e build &
houze for kireself o be wos provided
with ons.  Thiy eaxserimer] wWhish
was conduried o detrmming incone
Tevels, showsd that fimoers af Maba
Muppatama were . woobls Su fake
aptimury ver of their S-ucre biock
of Jand, wheross the Pelvehers farmes
was able %o carn eubsiaatial profiis
Frosie their 2-zere Block.  Whes
the size of the biocks ub Mahdi
Thppalame was redwsed the [ors

s were Akl be incrpese  thedr
SRS,
This  expecidacad alsn soveated

thal o Gicpeer sold coo, depending
v his elfocls, o dnendhly jacomd
rargimg  hebwees " Tis 3007- CEmd
R BHIN ;

The  Malmsell Phevclopment
Board has sherefure degided that
joder Al 10 of the Bahaweli
Gianrga Develapment  Frojeel  encl
farmcr would by siven lhica acres
of Tand. whoch coull suppert paddy,
while well drmined land  would
ke gsen to farmers in beo-acre
hincks.

Stage T of this projocl nvolves

the agricelturel  developenent.  of
ghoe TOOM aores of pew land,

with ¢he weidemenl of ahicur 23,0100
former Tamilics on the pew famds!
The tofal cost ol Hies o sage of
dewelomipend Gl 1Bz gralaot i= ostitnul-
e 1o b abnot ®s, 630 millian,
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Protein for the Milliens

Scientists who have been experi-
menting with obtaining food from
wnconventional sources may have
found one soiution to the problem
of protein deficiency in developing
countries in *‘Leal Protein Concen-
trate” (LPC).  These resulis could
well be used in the rural areas in
sri Lanka, specially by such organi-
sations as the District Development
Councils.

Experiments have revealed that
~green leaves, which are found in
-abundance in most parts of the
world, could be processed to provide

(his highly nutritious human food.
Any leaves of leguminous plants
such as alfalfa, clover, peas, ground-
nuts, beans ¢tc., cereals like sorghum,
maize, millet, grasses or vegetables,
aguatic weeds and other agricultural
waste products could be used to

obtain Leaf Protein Concentrate.

The process of protein extraction
iz a simple one and lends itsell
-ideslly to cottage industry. Machines

for this purpose have been developed
i1 Britain, U.5.A, and Hungary and
Migerians have adopted the “Posho™
mill (se¢ illustration) used in villages
for grinding corn and beans, It hag
boen found that the hammer mill
and press gives the maximum protein
from leaves.  Experiments have
revealed that green leaves processed
mechanically with small scale technio-
logy is capable of producing a yield
of over 2000 1bs of crude protein per
acre. This compares with 700 1bs for
sova beans and 173 Ibs for rice.

To extract the protein, the leaves
are first pulped o disintegrate the
tizsues {the wmore cell walls are
ruptured the greater the protein
yield) and then pressed for juice using
some kind of press. This juice con-
taing most of the protein. The
extracted leaf juice is then heated at
a temperature of 70-75°C or the
pi factor is adjusted to about 40 to
coagulate the protein. This is then
geparated apd dried to give Leaf
Protein Concentrate. To obtain the
maximum protein content the residue
is repolped and processed again,
To make Leaf Protein Congentrate
more appetising the coagnlation is
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washed and pressed 10 remove some
of the non-protein solids, and dried
to a gresn powder.

In addition te a high N content
Leaf Protein Concentrate contains
more lysine than the best grades of
corii, more methionine than soya-
bean and an amino acid pattern
sirnilar to that of high quality pro-
tein, It also has 3-8Y fatty acids and
B-carotene, vitamin B,, xanthophyll
and iron, :

Leaf ¥rotein Concentrate is an

effective treatment for Kwashiorkor.

and experiments have proved that it
could be cured by the regular use of
LEBC for 5 weeks. Tests have shown
that used as a condiment LPC
supplemented foods were acceptable
to everyone.

The “Posho” mill as uved in villages

for grinding corn and beans.

Another Competitor for Naturai Rubber

It has been reported that an Austrian Company specialising in polyure-

thane technology has been successful in making plastic tyres.

These

plastic tyres are considered to be longer lasting than the tyres made of

natural rubber and the producers claim that ever

tyres retain their original shape.

when  deflated  the

ie plastic tyres which are produced using polyurethane having a
high elasticity and a high tensile strength, weighs about 2/3 that of an
ordinary tyre and its cohesive quality reduces possibilities of skidding. =
Large scale production is capable of achieving a considerable reduction

in costs as well,

Because of its longer lasting qualities, lightness, and tendency to reduce
motor accidents and low costs it is expected: that the large scale produc-
tion of plastic tyres will pose a threat to rubber tyres as well as to natural

rubber,

Improving Mud Houses

A method of reinforcing wattle
and daub houses has been intro-

duced in the Kwango area of Zaire

in Africa. This method is consi-

dered suitable for adapting in similar

areas of Africa, South America and
Asia, It is designed to make exist-
ing mud houses semi-permaneut in
areas where the price of cement,
poor transport facilities etc, make
more expensive methods impractica-
ble. Whereas the average life of a
mud houvse iz only five years, the
first houses on which this method.
was used are still standing after 17
vears, ‘'The method involves sireng-
thening the base of the outer walls
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(which is the first thing to deteriorate
in the wattle and daub houses} and
adding a coat of plaster to the walls,
It takes about three weeks for an
average house 8mx35m to be built.

Manioc Biscuits

Biscuits made from Cassava (Ma-
nioc) flour are being marketed by
a mannfacturer in Mauritius. These
biscuits are available in four fla-
vours — milk, butter, coconut and
chocolate. They are reported to
have been manufactured since 1870
by a family concern using home-
grown cassava and are now sold
under the name Biscuits de Manioc,
Mauritius, :
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MANAGEMENT

Mew Management trends in Corporations

Hitherts mpmazemion]  koow-aow
for Sri Lankis corpurebons Bis been
traniierred (ool erpely  Western
countriss by means o pre-paiiaged
menagzement coursey wod Seming.
As thess peckapged had  growm oup
in 8 woctal mdicn -differeat from
that of &ri Lonky woey often the
“adwanccd nantpseent now-bhog!
trznsmitted coald noc be wsed or
wropaely witliged, VWithin the Tuar 2w
months  the Mationgl Inesitete of
Wlanagement has besn iovolwed in

iewr activitics which oorhaps uncon-

goicushy prorse wew forims of or-
ganigation arising from the 56 Lanks
conicat irseff.  To ia dlao intesssring
that soime of the results thet have
aectired a8 8 copsequeacs of theso
CoperineRTa dre raiminiseent of mach
ol the geiantzarde work boing done
in other codnerics.

Ce awcn experiaent efoeeed o
accwrred i the Thulkiriva Textils
Piant where approximateiy B per-
solti—unoatly bighly advcated woar-
kera with GOE. [Crdinsey Level)
and above, plus & fow axeontives were
chiosonas apart of the exercise. They
were given duary leawve For the el
perod ol the expeifinen whish has
now Tasted several weels, Tooaddition
b lecdieres anosociety and sconnmy
givenr Ty Tlmeosity pegsonine] o
this warger groap, they weme expossd
to & seasinn wlere the chdiez imanze-
ral Fenelion was theowin wr Ok goop
B a cwhala, The - greup s e
quesked b sabedivide sl inoe suh-
grougs accopding ooy problems
thiss thigy wished |'||,.|'rx|||,-~cl Sigre of
the patnts raiwed by iae Girge 30-
MIITET . JTaug, ||L|= ...l.a1.r=_;.|;-'_$ i
arguisaticieal permonnel wers 2on-
ricdereed 1o b vl omiside the-paeview
of sell-manageriani.

Thuare wépe siv duh-geoeps which
chase their indevidual prolilems to be
lachled, Coe proup wanled 1o pul
up o housiog scheme, a seoond wishs
e Lo increase the lving conditions of
employess by o new sakcy slrociees,
A thicd group weated 6o wss sczap
material, A Fourth proup weoled (o
run the cantzen, A b to make
dofin boxes and a sixth t0 run the
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TLE-SpIOILEE sEehion oo an sniizely

seli-mminged - basis,
sl Flrnagemeal

Lach sub-group decided. mitiatly
O o prelminory siaermeE. This
the bowsing growe wuobed Lo put vp
a housias schemre dnd the living
conditisns group introduced woda-
tailed swlare sroctuze. “The dotbi
booes pronn produced plans fo i le
a doffin beel ut F‘.E 750 as npp:va d
to the contracooms” price of Be 75-
The mwnot intzresciing saggostion was
fream the eclf- managemant group

which wapwed e be given  only
the icsouroc: fore |~r|duct|’-n lik
materials,  machiocy  and  mein-
tenanes, whilst the  group undar-
took &y do  theie  tocal Tabous
managerear farstion.  They alsa
anpposted  that  they wondd  do

away with clocking of timcs, as el
an leave chits ete. The feeling of the
aentp was thar fexibilicy was 2o he
allorsecd in those matters apd that the
group is2lf owould  conren! aiy
members whe were habifoa! lzoe
CONIGTA (T AR LC.,

Anniher Destwre thal arsss min
Vi bk iz ol thig goou s wis thist
e demecppiizally structured Frouss
I:'Il"u_"_'.- chase Hheip owi |-;::|-:_'||:r$_] 5l
Ihe nesl for specialized  knowledge
wlich wis nol possessed by lhe
AR | Vhus  Lhe 11-:_1l.|5|-r|H wobiarpes
‘.'|_|-.‘:-|.['| st reEalieed The nesd o an
e civil enpineering kaowladae,
os wsl gz that of surveving L suien-
iifesily and econcanically construct
the housing scheme, The result was
Phpt dhe proup oow beguo e use tae
levhnicel persoonel evudlsble in the
Corperiion  Jike  eogioeers  wod
AU Rl s pesonree pemsonosl

1 b dellin Boxes proup after sume
conluzion oo the purt of manage-
rnwnl, produced  cheapor  dofin
boxes and the scrap groonp clcered
ihe mountain of eceap in the regian,
The scif mansgomsnt group how-
ever  disintegrated  becouse  cheir
schome of Acxible hours wichout time
curds und beave chits was considercd
toe gtrang & departore by manape-
ment.  Alag when the guestion of
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what o do with absentese,  Jiso-
pline aud haurz of worle in concreis
tonmg oaross,  this proup ool
ot come woon very o defingiee
dzision.

Th= Thulbicis: caprrinend,
ilthough i aas mven mised peselis
broausz of the urnpreparedugas ol
both  wortiens  and momageneol
it spims of the  problems o al
selfcrmunagament by dcadverlsoliy
EivEn rise fo two dmporinl seeulis
ich see path breaking ceEd i Lie
intermartoned mannucmeat fehl, br
instunce, the Dousiog mrous’s decisian
T gac woohnicul perseniel uy Tescucn
raterial s vory similsr fooibe mew
thinking in the Westoro world oo
organization chat bas come under
the loose heading of  "Peac Indns-
erinl - Mlanagement™. These pooonr
fecfimgues  lave  emiphdsised that
e warker Summaiclical nrgazation
g Panctional i tomes of changs

Wil

arnd  misovarion and  bhave oo
mondesl  so-called  open sEiom
designs owhoere thore ds 0 diest

inbepaction o the averape  employ
e o L problems of (e organ-
silium,

These systems abso have similan
Les o ocganaalions i Chamg when
cadies gnd specially Che vhrsc-in-
o sarnsralies Concdres, techmicizis
aml ordimiry workersh since (b
Caltuzal Bevolution interae! dirsct!y
with the epvircoment wnd gs2 techom
cil Spowe-haw uy resource materink

The Kuivy

Phe LThulbriva  sellmanagement
swroup's reydest Tor fesible bewrs of
g alsn Dreks anoscho in the fes-
vime concepl whath bus been increas-
ingly pdopted  withio the last Lbree
VeIrs of 50 10 the Weslorn counleies,
Lt bus also schoes o our trwditions:)
forms of eollecrive erpanization. {or
imsranse the Kaive, wheee a tighlly
stouctored time sestem did oot exist,
but the time os w2l 83 other pro-
ductive factors were controlled by the
members of the Kmva eollzetively.

The pesalis of tho cxporimoat £f
Thulhiriya are at the maoment sgill
mized bur its great zignificance fics
in that an attcinpt hes heon mads
firstly to truet workers and secongdly
to evobve now forms of organisationud
contenl suited for the conntry.
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In 1974 the international banking
community suffered several shocks,
and it is only now that bankers are
gradually recovering from them. The
most serious were the bank failures
in U. 8 A. and Germany, and of
these, the fadure of Herstatt Bank—
a privatelv-owned bank in West Ger-
many-—was the most spectacular,
These failures, and particularly the
inability of Hersiatt to meet its
commitments ¢ven on some  “‘spot”
foreign exchange transactions, came
as a greal surprise to international
bankers, Uniil then they had been
used to the idea that only banks in
couniries having balance-of-pay-
ments deficits or unssiied political
conditions were potential defaulters
in their commitments. Established
banks in economically and financially
strong eountrics were considered safe
risks, even in {ransactions involving
very large sums and fairly long
perieds. The Herstait expericnce
calls for a revision of this view.

¥t is now generally agreed that the
rool cause of these failures was the
unprecedented “Hoating’ of exchange
rates of almost all the internationally
traded currencies. Fixed exchange
rates had for long been considered
to be an eqbcavml slc-reqws; te for
stability in intersational transac-
tions, but one after another, lead-
. ing currencies were forced to aban-
dom fixed parities and adopt float-
ing rates. The U. §. dolar beld out
for some time longer than others,
and ifs capitulation in March 1973
signalled the end of an era in the
international monetary field.

This general adoption of floating
egxchange rates created an extremely
fludd sitwaiion in international cur-
rency markets, It also provided great
chportunitics fo gpeculators  and
presenfed  equally  great risks to
banks and other leaitimate operators
in these markels, Buying and selling
forgign currencies under high pres-
sure has always been a specialised
dnd risky business, and in the banks
this was the preserve of cxchange
dealers " who were 'acknowledged
e‘kperts in their figld. - With ‘foating’
¢xchange rates, the risks atfendant
on ‘dealing’ vastly increased, calling
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for even sharper skills than before.
At the same time the prospect of
large speculative profits alse in-
creased, and 1974 saw several banks,
including two large international
banks, come to grief as a result of
their dealers being unable to resist
the temptation to speculate in a big
way. While the smaller banks found
the shock fatal, the two international
banks were strong encugh to with-
stand it by absorbing the losses.
Even so, these spectacular events
shook the international banking
system, and for a timec bankers

. nervously looked around to sse who

will fall next. Fortonately, as al-
ways in banking, the lesson was
gquickly learnt, and the banking
compmunity with the assistance of
waernments was able. to put to-
gether ver.ous devices to successfully
tackle the new problems.

The basic cause of these upheavals

‘lay in the freedom which internatio-

nal bankers traditionally had in their
operations, This freedom was
guaranteed by the laissez-faire doc-
trine that equilibrium in internatio-
nal fransactions can best be achieved
by allowing market forces to have
free play The disastrous events of
1973/74 have caused a recognition of
the dangers of this d.octriue, and
without openly repudiating it, Cen-
tral Banks and Governments have
proceeded to systematically curtail
this freedom.

Fortunately for us, in the deve-
loping world, we have always been
too poor, particularly in foreign
exchangs resources, to be able to
afford the luxury of the freedom of

- action so cherished by bankers and

businessmen in the West. Exchange
control i3 a permanent fact of Life
with us, and this meant that the

- scope for speculative deals in forcign

exchange has been totally absent
This hag spared us here in Sri Lanka
from the risks to which the Western
couniries’ have been exposed in
recent years.  Thus, the defaulting
poientizl of banks in developing
couniries mav have been somewhat
exaggerated, afier ail

Sri Lanka Finance (‘fjmgrames
For some time now there have
been suggestions that some action
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must be taken by Government to
egulate the activities of our Finance
Companics. The point has been well
made that they are an aberration in a
planned economy tending to disturb,
and to some extent neutralise, the
Government’s efforts at directing the
development of the ecconomy to-
wards pre-determined  objectives.
The discussion on this subject in-
creased in the period of the run-mp
to the last Budget, and it was expect-
ed that the Budget proposals would
contain some measures to bring the
Finance Companies within the ambit
of the Government’s regulatory
powers. In the event, the Budget
proposals
they contained only a withholding
tax on interest paid by Finance
Companies.

were disappointing in that

The imoﬁca‘c'ons of this measure -

were guite naturally exaggerated as
part c-: ue buﬂd -up against the so-

-called ecapropriatory character of

the Budget proposals. In fact, how-
ever, it was no more than' an ad-
vance collection of Income Tax

very similar to the long-standing:

deduction at source of tax on divi-
dend income.

Some meaningful
regulation of the activities of Finance
Companies is urgently needed in the
interests of an effective control over
national economic activity, In the
first place, the uncontrolled opera-
tions of Finance Companies have a
distinctly inflationary impact on the
economy. While the Central Bank
imposes credit restrictions on the
commercial banks with a view to
containing inflationary pressures and

and  effective

directing resources to priority areas,

the Finance Companies carry on
their lending unabated, most of the
time financing precisely those areas
which the Central Bank wanis to
be starved of credit,

Another
activities i3 the disturbance of “in-
terest rate structures. Being unable
to attract deposite as easly as the
banks,-they bave to ofifer very high
inferest rates in order to get deposits.
By this means they aiiract money
that might, otherwise have gone into
the bankug system, and aleo compel
the less liguid banks to offer high
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sriddresl  Patss '“_'r "_'I"IJ.I". 5t -.L.J.'h-...-.m_l
0 .ml*_r o retiein at least sone of
I_R.\,.J_' I;'\.|'I'\.':l5-|"3.

Tl high eost et which Tioaoce
Comparicy get thar  fuuds | leid
tbem Lo charoe a hizh price for ke
funda they lewl nut, and it is %o
anusnnl Lor Lhe efootive eate to the
horrower to e beiweoir 25 and 30

percent. Mutusally, this ligh cost of

funds in turo ioepsased the peodue-
tion couts oF g heltowing onire-
prencur, wha iatam adls it to the
smzvkot price of hiz wroaddact By this
means the milatiorany prossares in
The coomomy are Jurlher Epyravaled,

There iz, of pours: 1o doubt thal
by and laroe Finance Compisroes
afay-a wsoral rolz so loag vy Lhere is
a plase for priwte coterprive m Lhe
SO, Their  borrowsrz  am
moatly sub-standacd. sost are willieg
Tt ray tho hich prics bachiuse thsy
Bave wee afierative souves of Funds,

e
T s, therslngz, not dosieabls 1o
slipiieate Lig sonrss. What needs
iy b gl s 1 :’f‘gula'i:-::, it.

This ciza e doase by Breinging them
within the puevicw of the Coniral
Bunk's authocily by a0 saitablc
amiandmeat Boo Like Mosetary Lhw
Act, CThey contd Lhen be tequired
to IAintain CETEID Teserves witlh Lhe
Contral Bank wod 'wul-;.l atlse b
sulyject to the Centrul 1 Bank’s e
]a*-::nr_'.-' End  SUPSTELSCY .l.uH'lurI:-«'
iteluding the sorutny wod direction
of thely lending porcfolics,  They
can then b hronghe withio the ambil
nf the crodic costrictinms wod slfs-
pedly pusvontzd from inoodocing
distariigs ot the caonomy,

T Centrl Bank's regulotory
authoriy witl alze help oo provide
the ek seanclad r.i:lhi]i‘[].' ta the
Finanee Camoanes by snsveing that
they luke Balinced risks. This in
Lar will Bl o prarec) dcpoaioors.

l FORKIGN AID

Tn inid Marzh ut o paned discossion
arzandred by the Sui Laake Acssodtis-
pign foethe Advapcemont of Seisncs,
A Voulesor of Brngincerioz of che
Thuvesiy of 56 Ladka made whist
sl B2 e af the mose patrisic
uad copsimelye  solationg to the
probfsmy of the Bran deain. His
« simplistis amd mave suggostion was
fhit- iky edusalion szatem of Sri
Lupby shogld  he gseead to the
requirsments ol e Wesiern coun-
trics so thul [hese lzaine] 30 cangi-
dlaruble mypenys Lo the cooatey wond
find 'at:‘l-'a{‘_'.’ jobs  abroad,

O 5 more sezious uod reazorid
Iowal, astudy pubtished oy UXCUAD
the sumz wesk zhows Lz Tuli
ditmensions of the braga cean peob.
[am  Acsording te this study witich
has quantiicd she indow of [owned
parsanncl of the Thicd Worll jain
the (LR, the tull extzor of Thicd
Wiard aid fdows into the LS s
ravoalod in che cdearcst possilils terms;

T, 1970, aveording vy this study,
I 1,208 skiled ponple Tef the devalop-
e o eies and sorfled o the LS,
Ay nreouiled Tor ovgr T390 of the
emiimeals, veer HOK0 zoing fFrom
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Tmlin stlons  Taaghly hail o tha
nivthar  wors  onginzers,  ARPTIK-
o]y are wiath dectoes and nato-
pil sciemiisly; resheclinel

JE one tukess the dacoins eaned 43
an indicator Lo e valae Lo sogiziy,
dactars top the List.  They Iln:
crpootel fo parm Ao oeeridgEs
S04 8000 caclt o orime their pro! "s:‘lu-
pal Tifc in che Doitw] Skes, as
comparsd  with 54000 in  Laeis
pespactive homs codnizizs. Enugi-
necrs, natueal und socidl semolisls
a2 |_1d"u1 o earn onizzably  bess,
Bapaeen & 155000 and  § 200,000,
Foz ongincsrs and sozial coicohiuis,
gz shill amoanin to wbout ten
fisnes the sam they can cxpeot to
earn ab homz,  What eopnezzoes o
g g the indbnidual s 2 Iosa Log
Lhe  sacioly,

loo 19900 gl the ol income
lgnoslermed b0 the T 80 by this
brino «iivn amosneed )7 Billan
dlalives: © Inocontrist tha taral nffi-
clal developmoral wasistanga [ laegly
commaling m peality of loana) by
e U, B to dewsloping  conatrics
amounted Lo oaly 3.1 lillos dollas
[ this contest India was ooe of
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o U B, siemd elsewrhenz el e Woet
“secomilary-binks™  which am e
soumlerpurls of our Feraage Com-
pumies, beve been cavging considora-
o coneerit, The central hanks and
commerciz! bnnks bave reabiad that
the fuilure of amy ol the “gocon-
dary-banks” miy tesuft 117 Tosg of
confidenoe o banks  proper, and
have talon comesrted aciico fo holpe
thoss in difficolor.  [rom that chcey
have moved oa to.oon posilion of
contral 1o ensuce ibal ihe "sooon-
darp-banks” adopl sife  busines
peactices which will prevent thiem
Jror getiing into ditticnltizy.

Flega in Sri Lanka, where (he
Giosrerirenl wants the cconomy to
develup in & parnealae dinsction,
there 15 5 vary steong case Tor regnlal-
ime L acbivilics of our own® sccom-
dary-banoks", and amcndrent to the
Mopslary Taw Act providing soch
r:ﬂmﬁma i thomlone an urgent
naed,

the bipgest wisf donors asd 1L 5.
ane o the Dimgesl escipiont goun-
trics.  Dowelopment ang of this
forar to the UL S, 15 seer v sromz-
cr Tioht when comparal with other
melewant mapnitedes,  For eximpde,
it amaunted to aoucly 1454 of Lelal
11, & espenditure on psstarch o
development and abouwt 33%, of
11, 8 corfent capenditine an thﬂ-:r
edncation. Ta 1970 ulooe it was
pozhily wne cighth of the teldd U, S,
asaisiaacs TH O oIt war Lrope i
the Torm of the Wacshull Plun Add.
Toasthy, tha  figure was  cgnivelsnt
o 4aveEr ﬂ..-'l':.'i-, af Fhe 11 5. ETOES
d omestic. Produst.

1t is dmlaresting o point out that
this study indicating esvorsz aid
flows 1o (ke West is in kooping
with utwdies on the Tafin Ameorican

contsxt on q*lrl_:lil.-.l.i ipflaws,  These
Have showo thel nsiend oF  thaec
Boing not cupitel anlews fom the

{1 . inty Latin American Nty
as proponsois of sllowing “ree’ cpi-
tal movament would bakiees, thefe s
v THe comirary, 3 aet ool Bow af Sapi-
tal front fhzas cosnloies L he TL- 5,
For erery quantum ol capiiad receivod.
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FOREIGN NEWS REVIEW

ENDEAN OQCEAN REGION

There have been signs of a possible
thaw in the conflict between the two
giants in the region, China and India.
Observers predict that the visit of
the Chinese table tennis team fto
Calcutta might be the beginning of
moves to normalise relations.

The visit of President Bhutto to
Washington, produced the lifting of

the embargo on arms supply to
Pakistan. The embargo was placed

during the Bangladesh war in 1971.
1]. 8. and Chinese arms since that
date to Pakistan have totalled $225
million, and Soviet sales to India of
advanced weaponry amount to $1200
million., . 8. supply of arms to Pa-
kistan raised protests in India where
Foreign Minister Chavan cancelled
a visit to Washington,  Observers
feel that the U, S. will balance the
situation by increasing food aid to
India,

The heightening armaments race
is increasing the instability in the
region, while the precarious sitnation
in Bangladesh is no help.

Pakistan’s move to obtain arms
has been hastened by the increasing
strength of India in consolidating
power in Kashmir through the
return  of Sheik Abdullah, the
“Lion of Kashmir” as Chief Minis-
ter. The increasing influence of
-the Soviet Union in Afghanistan
is also apparently adding to
Pakistan’s insecurity in the light
of the close Indo-Soviet relation-
ships. :

Further South, in Singapore,

Foreign Minister Rajaratnam = is
visiting China and it is possible that
diplomatic arrangements for recog-
nition would be the result. This
wotld leave Indonesia as the only

country in the entire region to avoid a

closer relationship with China.

~ Closer home, in the Maldives,
Prime Minister Zaki has been de-
posed. He was known to be very

keen on developing relationships

hetween his country and Sri Lanka,

18

Marshal Lon Nol.

it seems clear, however, that the
historical and linguistic ties between
the two nations will continue regard-
less of the change in regime.

The Maldives coup was matched
on the western side by the changes in
Madagascar. Colonel Andriaman-

-zato who took over after the assassi-

nation of Colonel Ratsimandrara,
is kpown to be opposed to the
establishment of foreign bases in the
region. At least this should provide
a respite to the worsening military
situation developing in the Eastern
and Southern parts of the Indian
Ocean. All these recent developments
in the region make it clear that Diego
Garcia is perhaps only a beginning,
The demand for a neutral Indian
Jcean remains more urgent than ever
before, :

CAMBGDIA

The siege of Phonom Penh by the
forces of the Royal Government
of the National Union of Cam-
bodia has brought defeat closer to
the American Imposed regime of
The people’s
army led by Khieu Samphan has
succeeded in isolating Phnom Penh
and cutting off the Mekong River
supply line from South Vietnam.
The result has been a massive airlift
of ammunition and food to the
besieged capital by U. S. aircraft.
D. C. 8 and C. 130 aircraft have been
ferrying 45 tons a time of ammuni-
tion to Pochentnoy airport which is

within the reach of the rockets of

the Samphan/Sihanouk led forces.
It is estimated that the present air-
lift is not enough to keep the Lon
Nol regime going for long and
foreign nationals have been advised
to leave the capital. The Lonnolites
hope to hold out till the rainy season
which begins in June, so that the
Mekong floods make it once again

possible te open the water rouie from

South Vietnam. In the meantime
leading members of the Lon Nol
government, including Lon Nol
himself, his Prime Minister Long
Boret and his brother Lon Non are

leaving Phnom Penh, They, presum-

ably under American pressure,
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are desperately trying to find a way
ont of their deteriorating situation.

The strategy of the Samphan
attack seems to be not to take the
capital by military manoesuvres but
rather to use political slogans and
appeals to the people of the city.
It is a continuation of Giap’s theory
of People’s War, “confronted by an
aggressor enemy with powerful armed
forces we could not rely on our armed
forces to defeat him but rather
have to rely on the forces of all the
people™, :

Meanwhile, President Ford has
asked the U. S, Congress for a $300
million to Thieu in South Vietnam.
Congress has so far not approved
these votes, but it is likely that a
comprontise figure will be reached.
At the same time Norodom Siha-
nouk has offered to negotiate with
the U. 8. A, Though the Americans
have not responded to this offer the
fall of Phnom Penh,Western observers
feel, is only a matter of time. The *
fall of Phnom Penh will result in
Cambodia coming under the control
of the patriotic forces and further .
weakening of the Thieu regime in
South Vietnam.

AFRICA

The Lome Convention signed in
Togo on February 28th between the
FEC, African, Caribbean and
South Pacific countries grants access
to the latier’s industrial goods on a
duty free basis, to the EEC. Simi-
larly 969, of duties on farm products
are waived. The agreement also’
creates a stabilisation fund to com-
pensate the exporting countries from
a fall in market prices. The agree-
ment reflects the keen and sustained
efforts by the EEC to retain and
expand its economic relationship
with Africa against the increasing
competition from the U. 8. A, and
U. §. 8. R. The European coun-
tries have the initial advantage of
the historical colonial connections
in the regions and apparently plan
to exploit the linguistic and artificial
cultural connections to their maxi-
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moum eronenlic hanelif, The stéompt
by the African counlimes o retain
sume mauiey in theis |node belanecs
beg boay s far onsaovessiel. Far
instrcs, Gabon bus erterpted o
TLINTAIR  hevnum o pricea . for s
timbos Wit il Similads
Cameraon's  ajlsmpr (0 maintain
eocon pitices bos alao foiled despite
the 1972 Inlenmiiona] Coooa Agree.
rcnt, since (he L1 & AL has refosed
to sign the wgreemont  Despite
MESIve InrTetse in tho pradeaion
gl wxport of commodinies  Hie
crciid Lhe toral expocn evenue b
By Gz, sercteniing O TP
cuchangs o anbearails lmils,

The Lems Convention,  (awrh
comming  within. the amhin of the
astis) - peccolominl  gzreeimenis  io
suine extent refocts the Mijoor ad-
vanbipzs mained by the combinel
harguning position of the Alro-
Caribbean counteics and the aew
moad of milifgaey inothe  Thivg
World:

ETHIOTA

The Milikizy Derguc in Bthiopi
whizh rverlhrew Haile  Sclasie
Eing of Kirgs and Lioa of Judah
aanouwnccd Lasf momd that i was
nationalising 191 lorsign compandes,
Thia follows its decluration of isipes
ducing  land  reforma theoesh 5
paticy ol “luod o the tilfes™. The
regime, however, is faced with [wo
major probisms. The provioce of
Eritrea which has resisted the centml
goveritmenl and is concrodled by the
Eritrean Liberation Front has siep-
pod v ils sepuratiac aceivities, Lhe
soupr that led to the overthrow pf
Sclazae wis l=d Yo an Eritnean, Col,
Andomn who wie assassinaled sooo
afterwirdy, Last month 20,000
Ciowernment  troopd  Taceld 6000
FILF fighters in the provinee's capilal
Asmama, The cantinwous Bomband-
meal of Asmara by Bthiopian wir-
crafl has resoplted Tno neadte 2,000
deaths, The BELF has retaliausl by
tnwing up bridgos and desinming
Fihiopluo wrmy cofumaz in voambat
The ELE iz backed by o grovp of
Arab States G tha Gull aml alseo che
Soviet Union.  The pheiosdumly
Muslim  provines has  demoended
Pegoliation  bat  the  Rihippian
Cioveromient refased dizcussions and
ppeacd the aitack, Amesies aid
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tor the Liheopiaa Ciovvernment coi-
tinges a5 before. The Denme feare g
Srvmalt dnvasion from the Eune if
Frilreun foreos enniinue in this
izhivie Bt e busic resson for
refusiog sooncmy is fhae Eritrca
grives Bthfopia if% imly noceas 1o the
s This i corplicated by che face
thut thz U & A, amd Lsacl oppose
dhe ELF, since ihey fear another
proo Arab reegiome on the Red Sea
Coast.  The solution o the pive
blein 15 elyyed dos o the Big
Poowelr inderesls in #he region

The Younp remmie s also faesd
with the problem of famzine thal bas
hit the coantry ence again,  LThe
aitaation e Jhe Ooaden Trovioes §s
consilered  eevious and faideee fo
sedve Lthis problem will pesuli in
Turther Jifdenitzs for ihe repime
which iz attenipting o musdernize a
lewcil  conntey.

LATIN AMERICA

The pew T, 8 Lrude Arct ratified
by the L 8. Presslent on Janoary 3
bus proused the anger and opposition
of muany Latin Americun couniries
Blexivo, Yonoruels, Bregd, Manims,
Colombia and Costa Rica  have
vadced thoir profest fhreoogh ihe
Permanamt Counedl of the Organisu-
tion of American States;,  The Act
staps plelerentiel trads treatment for
countrien  belonping o [PEC,
contries who ave farmed carels of
privaary producing couniries m order
to improve maw materdal prices ued
cauninizs which hawe  sumonalissd
IL 8, propertv. The Act spedially
affects Latin Aveidsa which Temion
has gver gince the Monoroe Poctring
hevn developed as o back-vard for
American enterprise,  Muny indus-
icial sectors in Talie America src
stifl comtrolled by 11 %, fotecosts and
dirger Lo 5. invasiimend in the arsa
alone totels & LM wodllions,  The
wery o unogoal  omuuoe of  Latin
Americs-Westemn muti-rucionals
relabonship  Bas oresulted i Ae-
mentina's - President  [subl:  Poros
accusing 1T & Chovermmeat  and
West Crerinany's Siomenz of rau-
dolan: praclices, which resulted in
Gowerinnenl  vazesilation of  the
latter’s  coolrgls  totalling % 240
nniflicn.
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Dieapibe the teiture of the Allende
administnalion to withsiapd U, 3.
inlerlerence the peneal  eodoncy
ameng Latin Amcrisin couothc bo
nabioonbize ofl, minends eleoreicity
and ather besic indus(res 15 eaining
Mementnim in counioes ke Por,
Veperucla end  Fogador, The
atlemaprs by Latin Armensun csun-
tEiey B0 @R 4 measure ol control
over thélr narwral cescproes is also
focnazed roand ihe 200 mile cron-
oinie wang demanded by lictoral
states. This wonld praserve the Hiving
and minzral resourees of the séa and
acabed o lhe poorsr countrics
The measer, bowever, is oppossd by
botin i T &, AL woed the U 5. 5. H:
Tha Falure 1o recaive supposi from
the superpowers rosalted @0 ghe
faiture to resobve this issoe ag the
Luw of the Scu Conforence bedd in
Carnras. Yonczazls lase vear,

ALGERIA

At the first Burmt Coofercnos of
the OFEC Heads of Stute hold lane
manth, the OPFEC countrics came up
with propesals fo bhelp Thivd World
needs (ot feriilizer,  The OTEC
Icadirs agresd in Alpicrs to cunbei-
bate A6 pultion doliare to build
hetwizen 5 Lo 10 plants prodoging
iitrogenous  fertilizsr. The wolal
annval oatput - aimed at iz 15 m
toos which i egoivalent e 10570
ol al fertilizer importz of (he Third
World rom che Wesl,

Thisz gutput  will conmstifeie &
Foertilizar Fuad  fram whach GFLC
countrics will sell o peedy nutions
at prices covesing coly miva muteriad
and operEting cosls, At thiy con-
ference, the Algermng surmestad that
e ol prodiecers shoold alse pag
for ddelivery costs,  This  scoamed
sl ikedy

During the [ust threo years fertie
loer  prices have guadrupled  amd
congeguently have hit couniries like
i Lanba wery badly AL dbe
ECAFE Conforonca held fn o 8o
Lanku last year there was a ol by
&ri Lanka for a Waoeld Ferilieer
Funde  The proposcd O7PFD lagls
litw mepmnz 1o be wery moch like
this dermpnd coms trae



TE A
Bid for Floor 'Prices

One of the main considerations
at the meeting of the F. A, O. work-

ing..party of tea exporiers being

held in Rome early in April will be
a proposal for minimum
price for tea, This working party
will work out a general strategy for
implementing a floor price scheme
which will be presented at the 8ih
Amnnual Session of the F.A.QO s
exporter/buyer committee on tea to
be held from June 24th to July
3rd either in Colombo or Rome.
A report from  Caleutta states
“producing countries may agree in
prirciple o press for a minimum
price  for expert tea. Whether
they will be able to implement this
decision will be anybody’s guess.

Since tea sold below the minimum
price will not be exported, the
quantity of tea exports of the produc-
ing countries will be affected. - The
minimum price would have to be a

higher price so that inferior gnality
teas are not exported.

As for inferior quality tea there
" are bound to be differences among
preducing countrics. It has te be
defined.  But since the definition of
“quality” #tself is not foolproof, it
will be a hard job at Rome for the
producing countries (o arrive  at
satisfactory definition of the term,
‘iﬂferio-; tea’,” :

Tea Esta{es I\anonallsatwn
in India

The Indian Government has de-
cided to take over the management
of 25 tea estates having severe econ-
omic difficulties. These would be
olfered to state sector organisations,
_co-aperatives and private firms to

run. These estates are reported to
- have had liabilities of Rs. 60 million
{ about £ 3,250,000 ).

Meanwhile, India’s Commerce
Minister, Professor D. P. Chatiopa-
dhayaa has told Parliament in Feb-
ruary that the Indian Government

20

export

synthetic

did not belicve that nationalisation

was the answer to the problems of
the tea Industry at this stage. “We

have studied these problems in depth
and we felt {hat naticnalisation is
nof the answer to the tea industry’s
problems at this stage” he said,
according fo a report fron‘ New
Dethi,

RUBBER
Synthetic Rubber Prices Rise

Synthetic rubber manulacturers
are finding it difficult 1o operate
without substintial increases in
prices of their products. The most
recent case is a leading Japanese
synthetic manufacturer  Nippon
Zeon Co. which announced at the
end of February that it was planning
to raise its domestic selling price of
synthetic rubber, including stylene
butadiene rubber and butadiene
rubber by 15 (o 20 per cent from

‘this  April.

Japanese synthetic rubber makers
have been holding off new product
price hikes since Jast October, when
they raised the prices by 15 per cent,
under the administrative guidance
of the Trade and Industry Ministry,.

Nippon Zceon said the continued
rise of material costs including
naphtha prices could not be offset
becanse of a fall in the needs from

car tyre manufacturers.

News of the prospective 139
to 20%; rise in Japanese domestic
rubber prices together
with reports of a sizeable cut back
in synthetic production in
country had the immediate impact
of bringing over steady conditions

to the rubber market of the world.

Rubber Producers agree on Buffer
Stock and Rati{malisation Scheme

Rubber experts from 1he major
producing  countries, I{ndonssia,

Malaysia and Thailand agreed at
-the beginning of March on an inter-

- Digitized by Noolaham Foundation.
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that

national Bufler Stock
achieve natural rubber price stabi-
lity. The meeting also agreed that
floor and ceiling prices for natural
rubber should be infroduced. The
Rationalisation Scheme is expected
to be introduced to back up the
Buffer Stock Scheme infended to
introduce certain measuces in produc~
ing countries such as a cut back in
tapping, if the buffar stock fails to
produce the desired results of stabi-
lising prices.

Scheme o

COCOA

UNCTAD is urging cocoa produc-
ing countries to process more of the
cocoa output lecally instcad of
exporting raw beans. A study by
the UNCTAD  Scocretariat  has
suggested that consumer couniries
should consider intreducing repula-
tions to prevent products from being
sold as chocolate if they contain
more than a specified percentage of
cocoa butter substitutes,

The UNCTAD study also
suggested that more direct transac-
tions should be arranged beiween
the relatively few large enterprises
in the producing and consuming
countries.

As far as marketing within p;oduc-
ing countries is concerned the report
also suggested that :—

1. Governments should ensure
that prices recaived by cocoa
producers, usuzlly peasant
farmers, are kepi stable within
o given season.

2. Producing countries should

-consider  extending  their
stock  Tholding capacity,
particularly in  the main
consuming couniriss.

3. The fow of daily infor-
~ mation, on cocoa  markst

trends to the selling agencies
infp oduc.;ﬁg countries, should
be improved.

4. Producing couniries should -
review their infernal market-

ing  arrangements o cuf
costs.
ECONOMIC REVIEW, APRIL 1975 .
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 FEATURES

On Economists and Economizers

7. V. 8, de Silva

of Economics as a Science.

- G, V.S, de Silva is one of the most thought proveking

: econontists, of Sri Lanka. He has taught economics at the

© University of Ceylon and was one of the chief forces behind

\the first Land Reform Act— the Paddy Lends Act of 1958,

His ‘Some Heretical Thoughts on Economic Development *

published in 1973 evoked wide cominest. He participaied in

@ seminar held at Bangkok earlier this year velating to new

pathways in economic thinking., In the Jollowing  article

Mr. Silva makes a fundamental reassessmens of the position

Readers familiar with recent

discussions in the field of psychology will find echoes af

G. V. S. de Sibva’s devastating critique in Thomas §. Szasz’s
critique on psychiairic medicine.

"What a terrible confusion the-

. English language is responsible for.
Ever gince Professor Lionel Robbing
succumbed to this linguistic ambi-
guity and defined economics as the
science of economizing, generations
of his followers have faithfully echoed
this definition which equates econ-
omics with good house-keeping, until
it has now become enshrined as one
of the dogmas of our age.

This limitlessly wide definitional
ambrella encompasses and shelters
a motley crowd of people who in their
different fields of activity are confron-
ted with the universal problem of
econonmizing scarce resources, and
who therefore have come to believe
that in every rational and calculated
thoice they make they are behaving
like cconomists. From the simple
housewife struggling to make the ends

of ber budget meet to the sophisti- .

cated macro-economic programrmer
engaged in-the allocation of national
resources and the determination of
investment: prioritigs, lies one con-
. tinwous chain of ‘economists’ the

links of which include industrial

2.

cconomists, agricultural economists,
fishery economists, transport econ-
omists, marketing economists, project
economists, financial economists and
even engineering economists | What
all these diverse individuals are sup-
posed to have in common is that they
are all engaged in husbanding scarce
resources and maximizing or optimiz-
ing something or other. It is as if
physics was thought to be the science
of physique,.and every gymnast, acro-,
bat and weight lifter strutted about
imagining himself to be some kind of
specialist physicist. For, there is as
little connection between economics
and economizing as there is between

physics and physique, other than the

purely linguistic affinity due to the

aberrations of the Iinglish language.

Political Economy

The older classical
probably had an inkling of this

possible terminological confusion,

and they chose to call their science

not economics but Political Economy, ©

To them, political economy was one
of the social sciences which were pri-

-marily concerned with society and
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SCOnomIsts -

social refations, lis special field of
Inquiry was the relations that exist
between men in the sphere of produc-
tion (i.e. the production relations in
Society), and the cause and direction
of changes in these relations over
time. The more discerning of them
saw these production relations as the
basis of all other social relations, and
therefore regarded the science of
political economy as the foundation
of all the other social sciences. They

unravelled the essential differences in

the production relations in difiereit
forms of society, the cause of changes
in these relations, and on the basis
of such a profound understanding of
social forces were able to indicate the
possible direction of social and econ-
omic development, What a far cry
it is from that wide canvas on which
the political economists set out to
depict in bold strokes the very basis
of the social fabric, to the petty Little
maximizing and optimizing calcula-
tions of today’s economizers.

The economizers have not only
transformed economics from a
science of society to a science of
scarcity, but they have even gone
further and drained out every atom
of social content from that science
which not so long ago was regarded
as the Queen of the social sciences.
For according to them, the problem
of scarcity is a universal and peren-
nial one that has confronted all so-
cieties in all ages. Hence in studying
this problem it is necessary to abs-
tract and ignore the specific types
of social formation, in order io
arrive at conclusions which are uni-
versally valid not only for all socie-
ties but even for isolated individuals
like Rebinson Crusoe who though
alone on his desert island would,
according to Lionel Robbins, still
have had to contend with the ‘econ-
omic’ problem of dividing his time
between work and leisure. Thus
has a living social science been muti-
Inted beyond recognition and conver-
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wd info un smpty fh I -of dead
unvesial [orinalie,

Batnagiily uoa Irentiooskty

Phe replivnalivies  of cveryday
ife arc A consiail. souree ol reitn-
oo ie retonal men. Th esonois
izers foe who take mcat pride in
their satigonlily wre Do execzption.
Theow are Trsgaenlly :_u',.u_-"::,‘v:l_l wilh
tbz wrononic veality arovrd them,
aivy Lheit ons endoavorr is o squssre
it iioy Chere logical moekd. Handns
congeprally remaved the prohbem
of econmme development fron the
turislant and woelalile pren of seval
cotlict und placed it in he placid
and aic-conditionsd suvicomiment of
rational clirice and «Yicient munzgs
enent, thow hawve hecome §nlsig bed
with (he zeper-rutionality cimbodied
o a variety of sophisgdcated techni-
aues {0 themsclves quite Gisginala
ing and inslrughive cxercises) that
have been designed 1o bring some
opder into thiz dizordedly world of
ours, Lhey view national coonanie
prooicms throogh the Durcow prisms
al” the marker place and the petty
parnchil world of tho individual
husingss eitlersprise, and make the
most  pedesiraim  pronsuneemente
aboul the solutiona o fhese probs
lemg,  Wlen thess solutions naoa-
cally il they Jook for o scupepoat
uod conveunicitly find ooe in the poor
politivian whom they regard us the
acurce o all iccationadiey in cennomic
tife, He'is the man who puts the
spanner (o the works., T only he
would keep Ins meddlescone hands
alf, or shed his poliieal clothes wod
joim popether with other similarly
declathed  politicans o laak al
Cprabloms fram a rational ond nat
i pobiticel view poing, (hem we would
have the precondition for the eoon-
omicdevelopmont ol i counery. AR
ihid remowins 0 be dong s lor such
an a-paolifical cubinet of able men
te be sorrounded, supportsd and
sproeliomes  even anhmermed by ow
bramg drust of svitorms  amalests,
praject evaluilor, progreas confiol-
lars, dnpogial evnsultpote, manags-
veatt ddcomatants, techrosruts o
guch athct supsrmen who would
provide - rationgl solutions to- all
soasamil probfeing

ECOSIGRIC Arvizyy, aRRILL e

Swrape Plepymens

The treuble wilh the seooomizers
i that they only ses (n face thoy
ire eoly sgquipped to see) the illogi-
calitizs and irrptionulicics oo the
suriies of phepomesoa and Dot che
vonizadictions that s af their very
rocats,  Thew wee somewhat ke the
cld classicul physicists who shouted
“ebpon” and *suarcky T when they
found thae an cfectron. whan diffrac-
ted, oot anly siraved from  che
strmipht and narrow path thac Mow-
toniam mechanics had chalhed ool
for it bur did oot cven have a de-
fimice  trajootocy, But then che
queantum phyiionts sane aionr and
discavercd a decper and An incredib-
Iv comslex racienality in electron
behavienr,  They foand thad tho
clectenn (and in Fact all maties) is
A contradictary entily whach s bach
particle and wawe, Tt is ihis trin-
gie duality inhercnt i the cecno:
of gl phenenwena that ofton mam-
tezts itaclf oxternally as eeatinnaliies
which meem thoroaghly iBepisal in
terrts of formsal lagic. Wnlike (ha
cconomidzet who s a2t the winds
mills of suelace irfationality, (he
ceonamige st proke deeper and
undecstand the sssential doatity Tving
ab the beurt of econome: phenomena
in order o ke able to resolve the
contradictions i pives im0 to.  Thia
15 ‘e evenoode rabondlismi angd
the comiceptual and technicul oppus
ratus Ao 1n|mrinu;:.h.r assemnlad by
the econnntizers is not of murh ]".»..1|'.I
I‘Iﬁ[{_‘!

Peivsiaficniing

Lot ws dlluslzuee by wking ihe
qQuestion ol markaing a8 40 esample
of how an soanonte peoblcin sould
be mysiifed sod misvoderstood by
lonking only ab the soferficiad reli-
tions betwoon things and not prob-
g Lhe underlviog coonomis rela-
ifoes boefweon peoale,  Our sconome-
izern are Juatidably  appalicd by
the primitive ioterosl  marketine
AFFENEEMERLE M BOr CUUDETY. pori-
enlarly in veapezet of fucdd eommmli-
tirs.  Burely, they cocBaim, it iz not
bevond the inpenuity of raticnal men
1o dovise & vunlern acketng sys-
fem.. B0 they ofganiFe rparicling
LERIEOATS, SUMTDUR forsion conawlt
wiis and plan grandiose wpse markats
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madelled on whor they have aesi
in forcign countries.  But the prob-
lem is elaessiiere, and lizs in _Ihe
basic cooflict betweon  production
capital amd commersiul capital. © Ir
pppeirs 10 he seporilcially coniradio:
tory but 35 vet cesentially wac, that
the organized development of ome-
merce regaires the subordinsiion af
commercinl capital to peoduccos
capital,  For so long as commereial
capital §% the dominunt element it°
this conflict, the prodovers’ intorese
i urganized mourkesag iz made sab-
rervicil Lo fbe Dig tcoders” iolepsst
in fpeculative and disopdecly misckat-
ing which iz the sovece of windfal
peafiis b Lhem, [t is instructve o
recall feam hastory dhut the devhing
of the coinmerciel supremacy of,
Hoelfand and the riss of Eogluod us.
the roling trading palion of  the,
wirrld was ipezparably Jinked widh
the wictory of Endustrinl capitul over
coanmercial eapial e the conme of
the eurly deovelopment of capitalizm
in Englad, The devclopmeat of
maeketing, feen, > ot u eystem sod”
menagement problem Ly be solved
by tmeining manggers and Dailding
sujerinarkely, byt the rather com-
plcx social problem of sy huxd,lwtmg_
trade po production asd the Toules
{o the produzer. This can onbe be
reselved thryugh o proosss of gocial,
conflict, and il 15 oniy theo that the
entire gupeestructure of & modeas
marketine syatern can aad w-l] CalEeE
it exdsdenes, ; g

Jioda indeed a pity that even socislh-
st coenamic - thinking - has -hesh.
conzlderably blunted by the deaden-
i influence of the coonomizces
Mlany socinlist weonumists hive been
disluded by tho claims 4o ypiversal
validity made by the coonomimess
fur (heir cuncepts wod cechnigoos,
and have come (o belivve (bat fhey
vouid carry this indellecousl hasgagze
ilong with them into = sociaiisg
enviretment, Their  emphosis, ac:
cordingly, & more nn i lechniques
for the rationsl allocaticn and aff:
cignt manpement of resoarces inoa
socialisl wconooy (Ban on the con-
teodictions in production and soeoiul
tebiliong, which they sssumn oo be
bagically resulved wilh 1he atioaal-
isation of the means of prods -:I,.[D:h..

a



Contradictions and Confiicts

The problems of  socialist
economics unfortunately are infinite-
Iy more complex than this. There
4re numerous economic contradic-
tions and tremendous social con-
flicts in a pre-socialist society which
are not resolved by the nationalisa-
tion of the means of production. At
the core of many of these conflicts
lies the division of labour which
the economizers regard as the well-
spring of .economic efficiency. It
is this division of labour that has
- generated and perpetuated the con-
flicts between the town and the
countryside, manual and mental acti-
vity, managers and the managed,
workers  and  peasants. It is the
prime cause of the social subordina-
tion of women, the domination of
living labour by dead labour (of
man by machine), the suppression
of the creativity of millions of or-
dinary people and of bureaucracy,
technocracy and all other types of
- elitisin in society. It is inconceiv-

able that the ‘destruction of this
perverse and pernicious division of

labour is not as esseniial for socialist
society as the “smashing of the bour-
geois siate apparatus,” even though
the economizers may shout a thou-
sand protests that it would lead
to inefficiency and chaos and would
undermine the very foundations of
the mighty edifice of modern urban
industrialism — (the Trojan horse
bequeathed by Capitalism 73

Beonomism versus Develapment

There are many fundamental issues
of this nature that economists must

~the  developing

give their minds to without being
inhibited or intimidated by the
narrow ° economism © preached by
the economizers. These issues. pri-
marily concern the direction and
strategy of economic development
and social evolution, particularly in
countries of the
world. The energy and economic
crises have exposed the fragile, nar-
row and unstable base on which an
alluring superstructure of conspicu-
ous consumption has been built by
the so-called developed countries
of the West. It would be foolish
for the developing countries to try
to emulate this model of development
which, far from economizing scarce
resources, has been responsible for
the most wanton waste and destruc-
tion of natural resources that the
world has ever known. For the
developing countries the objeciive
of development is no longer one of
providing for the artificially stimu-

Jdated multiplicity of wants of the

few, but of satisfying the basic
needs and improviag the quality of
life of the many. This change of
direction, however, is not casy to
accomplish. It is in fact the central
problem of economic and social
development in our age. It is im-

peded and frustrated at every turn

by the existing production relations.
To attempt to achieve this shift of
direction by merely superimposing
any egalitarian system of distribu-
tion on the existing mode of produc-
tion would be self defeating, in thai
it would only lead to a curtailment
of production and hence to less being
available for distribution. The rela-
tions of production and the system

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

saciety.

of distribution constitute an insepara-
ble unity which cannot be artificially
severed. To change the latter it is
necessary to change the former.

Necessary Pre-conditions

The direction of ‘economic
development is not an arbitrary one
to be chosen at the will and caprice
of economizers, but of necessity lies
along the paih that will successfully
resolve the cconontic contradictions
and social conflicts that tmpede the
growth of the productive forces of
The economic, social and
instituttonal - changes that will re-
solve these conflicts are the necessary
pre-condition for development, and
they must be carried through to the
end even though the economizers
may howl that such measures are
‘uneconomic ® and contrary te what
they ideally consider to be the most
rational allocation and efficient
management of resources. The de-
tailed study of production relations,
their contradictions, the social con-
flicts they generate and the manner
of their resolution is. therefore the
special field of inquiry of the econ-
omist. If the science of economics
were to free itself fromi the barren
and debilitating embrace of the
economizers and  become  re-
invigorated along these lines In
keeping with the best traditions of
the old political economy, then only
would it once again have something
useful and sensible to contribute to-
wards the understanding, if not the
solution, of social and economic .
problems. : '
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Standing up to the World: The
New Mood in the less Developed Countries

{5 . Helleiser

Faslaauns Deivvan the Wistern gnd Thicd World conserias
Jazv gt o g bl gecepianes o @ depeadenr role by
#h Thied Foarkd) WAy sl hay boek Tacroaeinghe guestioned
i vl Bigdid o Maeitod rowndew spnd slee ofimeete oF rowing ecanondc
et v 5 fn fhiy coniexne vad s eesrodene hove o paper By
Pregegne 08, Follolooe rogad ar s condfivence fast venr B Sevden
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Wekd. A7, K, felfeiner &y Professor of Econemics ot the
Drervpriegend wff Palitice! Cesnomy, Unirersiiv af  coronfn,
Cangd, Mo Sy writronr and edited sany books ond avdicles on
FtsFegp il friite aond clevelopmenr and velied drnees,

Ralationahips horweea vrich madiang
and pocr heave eoleied a dilincily
new plase daviag the 19900 For
all Buc the peorest 0f  lbe. poor
coaateics. the era i wlhish * ToreEn
aid ¥ was percecved as the Tpleoum
far theae Sarthe-Sanlh reloienshinsg
has ended. Al oever did desseve
the eelalive emiphasis 3 ressised,
The effecis wpua 1he les developed
COUMies ol Lie MNorik's notivicies
iy Whe Jelils af trade, ineomment,
gchoolopy pnd  movetury  afuirs
Bave olwuys been sliphted by the
“ebenor T oafions, lor whom it was
sinpifer L Jovus upon the Cuolt
opltive,”  Bug the rooent stegnsdon
aod even decline in the real valug
o uiicial developroenr  assiztancs
nnd the very Limaited nosnls achicved
n the  intorpationsl  eommanity
thronah bumanitarizn appesls, -
tether with the geoaring cxpesionce,
saphisticution ond capertize of Thind
World plupnoes ard poligy-rakom
have penerared 4 naee sood o tha
loze devcloped counirics—achniscnaas
that furcher gains can aed sl he
axtractzd from indeenalional 2oaso.
mie eclatiiiships thooush i e
of  new dnsirweenis,  The O0FC
caporicace bas nol hesm owithout
influcnee Tess intermy of the nalen-
tigl Lor o sosilar aedion o oother
comtudily murkels toen od i de-
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ments pnd evers of power con be
el o weorh
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tics ard tn baceain wech sophisitoa-
cionr i skl o their pasait, gather
than contianing. o plead and advo-
caty on the Basiz of 5 " Wouldn't
it b opegeal 0 mekiakbity,  This
sy salPrelinnl amd tranaalic woel
in 1he less develuped world hopoens
tex beave erneresd during g peciod of
vapsilerible  evonomic. disuty o
the sjevefoped world, Ehedeveloped
COLIIEREY sHery Lo be viowins (hess
devalopments with ralber mory an
ety tham they otherwise waghl hive,
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in the Bight of thels genceal décyans-
nisd abwol monctary order; the, preos-
peh el g seeces socessind gl jhe
st le breakdown of e posEar
COTYHLRS 437 ir'l,l.a_rl'li!r.iu:}l'liﬂ El;:I_IﬂII_I-
e ormbaigalsoe and  bedeeions,

A& Cpew naod ' ocan he wa sore
thas i beginaimg, for (here are pever
SNEy wswels Lo somplen gueslions
even when Lhere urd pew resecves 1o
the form of determinaoion wad -
cicd backbone upan which to deaw,
In the belief, however, that dhisomee-
oence of this new moad constitutes
a watersbod: Ja the dewclopmens of
cecnomic and political relaiionships
betgeer  the world’s Xoith  and
Zpath, and thee it creator both nevw
cpporcanicics  2nd oow  riskse the
eminar pavticipants mek to disckas
thaet, T sevies of discossiong gn
caommedity - madkcks  and  ceefola,
trargnatinnal  enicepeiacs,  inifsna-
fadgl finznzial osarkeis, debt gelied
and intermadi;sl inRticicons, ey
sREhe L anaiyss—in thie wosds of
W ;,n.;u'l!u.:l_rlmll. I'|||'.:1.E|,||_1i|_l_n.':_'t wiki-
onsof allepmive possibililes: (o the
trunnler of resourees fronths weorld's
rich 1o the woeld®s peur - with chse
and  precize. aifenticn fo - detal’
Political  complexitizs,  Dotendepen-
dencizn and the wheence ab delieled
infarmation bmit all zuch eloris o
AgEEC On moTe produchive sisleey
and teefics for the . Thind World
ag’ a whale

Some of my. R Yisws o cerhun
of the issucs discussed ore oothned
Tl

Trads lmitiatlves

Great Bopds hawe been nrowsed
in the Third World by the ciperi-
sivcer of the  poteclewm-prodoeing
connirss, which scer succossfolly
e bagwe gelracicd farvpoe ecwvcimcs
Ceanry ke vish consaming  nations.
Carpngt the OFED * amds] * be dup-
Fecsafend i1 0s asked, inoother comeme-
Aily mgekos T 2o clorer cxpming-
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tion, demand conditions. the nature
of the established oil cartel and other
factors do seem to make the petro-
feurn case a very special one. Pro-
ducer governument attempts to man-
age supplies more rationally, inde-
pendently of agreements with con-
suming countries, will nevertheless
undoubledly continue and probably
be intensified in such commodities
as bauxite (which many rate as the
most likely to succeed), copper. tin,
iron- org, bananas, coffee, tea and
cocoa, Joint dction by governments
in producing nations may instead
take the form of nnification of fiscal
and other policies, where supply
management is not pursued. Some
developed countries like Australia
and Canada may well co-operate us
producers in some of these arrange-
ments. Success in raising and main-
taining the less developed countrics
“take’ from these commodities is
most likely in those cases where
demand prospects are buoyant and
where there are reasons for believing
that the intergovernmental cartel
or gther agreement can hold together.
Unfortonately, it is difficndt to be
very precise about the factors that
influence the latter prospect which,

in any event, can be expected to vary -

from case to case.

in the longer run, there are risks
thaf transnational enterprises facing
increasingly hardnosed and co-ordi
nated suppliers in the less developed
couniries will respond by developing
alternative sources, not the least im-
portant of which is, in some casés,
the sea-bed (the importance to the
Third World of which is therefore
greater than might at first be appa-
rent). There may also be retalia-
fory or countervailing measures
taken or pressures exerted by the
relevant firms or countries. All things
considered, and the ‘scares” about
world resources scarcity notwith-
standing. the mediom-term prospects
for the terms of trade of nearly all
the primary-exporting less developed
countries arc generally assumed to
lock qujl,e bleak.

The distribution, as among less
developed countrics, .ol the extra
income. [rom successes in the field

of commodity policy is sclf-evidently

not very equitable, (The catastro-
phic effect- of petroleum and related
price increases upon the poorest
countries are a- lesson  not to be

2

forgotten.) Whether the extra incoms
“within the gaining countries trickles

down io the poor is also an open
question and depends upon a variety
of other conntry-specific circumstan-
ces. Such international * successes’
arc necessary but not sufficient for
effectively  transferring  resources
{rom rich to poor,

An important and relatively un-
explored area of commodity policy
in which the less developed countries
might be able to act more effectively
is in wresting control or at least a
more equitable share of earnings in
processing, marketing and distribu-
tion from the hands of transnational
‘enterprises. A very high share of
Third World primary-product ex-

ports is actually intra-firm trade in

which the produce is transferred
between  establishments  which,
though in different countrics, are
controlled by the same transnational
enterprise. This = creates obvious
problems for fiscal contrel and sup-
ply management. The development
of local processing and alternative
marketing channcls can be undet-
taken at the national level, but any
such measures will presumably be
still more effective i pursued jointly
with other producing countries.

Existing “financial  institutions.
freight rates and infrastructure are
biased against South-South trade
and favour expansion of trade along
North-South lines.
scope for Third World production
and exchange of lC‘n luxurious and
more © appropriate * products, parti-
cularly if demand expands. Some
argue that the expansion of South-
South production and trade requires
the imposition of restrictions on
North-South trade
evident that such restrictions would
necessarily  generate the  desired
effects and they might well produce
some undesirable ones. There is
general agreement that much can
and should be done to remove exist-
ing biases in the services which sup-
pert trade and to stimulate more
trade among the less developed

_ 'countries themselves.

Bargaining with Transnatmnal
Enferprises

Just as one mdy say that the era
in which North-Seuth relationships
were seen primarily in-terms of aid
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~come the object of :
purchasing decisions and be obtained

i lﬁqul‘CmCﬂl‘\ _

There is great.

but it is not

- forcign enterprises,

had ended, one can say that the craim
which the activities of transnational
enterprises in the less developed
countries are seen primarily in terms.
of direct investment is drawing o a.
close. The old debaiss as to the
benefits and costs of direct foreign
investment arc being rendered obso-
lete by the less developed countries”
increasing insistence upon decom-
posing its ‘package” of capital,
various types of technology, manage-
ment and marketing into constitu-
ent components thai can then be-
' independent

from a variety of spurces. Dircct
investment, like aid, will continue
to flow but only when its advantages.
have been compared by the recipient
country with the available alterna-
tive sources of the inpuls thereby
acquired. More strenuous Third
World bargaining with zach supplier
can certainly safely be predicted,

The less developed countrics”
capacity to ‘ shop arcund * in world
input markets depends upon their
development of relevant skiils, the
acquisition of the necessary informa-
tion and the regularization of chan-
nels for the acquisition of recurrent
Their  greatly  in-
creased resort to borrowing on
Eurocurrency markets {szt bulow} in
the past few years !ndmale.: that one
major alternative source of the
capital component has effectively
been developed. The p.u'chasv-
of technology and management
skills' frequently  inyolves greater
difficultics, however. since  the
sellers of these inputs typically
are monopolists or oligopolists.
Access to restricted foreign markets
is also likely to be a matter of espe-
cially difficult bargaining. Most less
developed countries do now seem
to recognise, however, that hargain-
ing power is of the essence in l‘le- :
tionships of whatever type with
ransnational enterprises. Exchanges
of information and unified policies
among host countries. such as are
practised by the members of the
Andean Pact, clearly raise their
bargaining strength and therefore
are likely to improve the terms of
whatever deals are struck with
The experiences
of the Andean Pacl can and should
be transmitied to other parts of the
less developed world both through
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divect pxchomges aml ihrough e
further eluborziton o “wmles of
gondoet” Yor loreirn fveslods ool
ichnnlooy supplisrs which, theugh
briasesd o oo rogion’s problema. cin
B oaprplicd, at least for preliminury
purpnsza, in anather,

Tt iz casy to maks mislakes or i
he anisled e superdiciul appeananies
i Likis Area Lf policy.  MNutionalise-
tem af foeeien cotesprises B ths
sibhe of aoguiring grcater nedou:l
errainges aml contral can lzave the
nagamdizer with ncithor, iThiz oxper-
TEme pned burgaineng powor ars fnauff-
cient to prevent the granting of
MJOT CIWEREINS O FADEEIMent
wnd dechrology contiacia.  Barcain-
ing with forgign entorprines iz oxtre-
mely compley aod diMcelt, and oaz
rizust b Lolidly clear as to ons's
trae objeciives, Do cxampls, the
asguisition of 5F per cent of 2 firm’s
equity makes  very lilile economic
sopse i vhe Oli=el o sionre cantral
g iy setisiiza. Chie san nonmally
s the necesiary informaton Dor
gilective  continl &t considerably
smiller gesl, O the other haod,
it thepe noe cogsn L ecanaimiz geotnds
for  nulionalkestion —asually in re-
aw:r._-,-:-mpunin;:: azelars o on * the
SOMERITEILY beigiis © — it may wzl
make more senss o @equire 1 per
cemt  owoarship in the  omelevan:
firms.

Similarly, regoimements for local
private partkipaton 0 the owacy-
ship of forpioa  ealerprises  may
actualiy  incressz  (he Tosg-run
strongeh of the troosaalioaal cotor-
piiscs in the relewant wienbs viE-a-
viz the povernmen| 2md the ontice
socioty by creuting a pow2efol sot of
allicg o, maore brosdhy, @ dependant
sencicr ofazz.  Bedl aalional hargain-
ng power may thus be peloced by
wedsures tndereaken umder e hzo-
wep of economic nationalsm, Tioss
dramalic and lower-prefle measures
wliieh are implemenied on an on-
going daify Dasiy moy boomor cfze-
five i regnlating the pelealng ol ios
fpargnalional  cutorprises.

Woee from e Indeeputiveal Fikae
cial Syaleoy
Phe lesy deecioped countziv havo
axpressed |hemsebres vigormely and
1 i amlied] fashian onthe subjoct
of  intsroalional monetury  =form
sinee they Loroead themselves die

ECOMOHIS RO, APLEL [TIS

the Greup of 24 (eight wenizl
bunters drom such o the pelsaand
continenisy,  Their preferences oo
un BDR aid lnk tuking the form ol
an altered distribwtion lormula pro-
virning futore S0OR alfocations, amd
for fized cuchange rutss wmoeng ihe
crarrcocics of the major powers, #re
aoundly hased. While those pre-
feretoos may not be obiiously 1e-
flected ia the twcntual refdom of Lasg
TWIF they are cortainly bolog e
rloyped as hargaining ecenters in
L cornliiing dchates, for ghe less
ilgvelose| coanliics &5 & Eroup pos-
spng enewzh wnmes o gxert 8 fosnmosl
visloe fganst an tnnsatisfaciory
IWF gelozor. TP the statns of the
pew ST con be preescrved and boilt
ape iy Che bade poseree zasce in the
inlzromtioad snomskuy seston, thors
will be sipmificenl advaniages foe the
Thitd Warid o l=rae ol casier o=
SEFVE LUl aa:dl rolict From
pressuce oo qean the coreensy aca
il ome ol the J:l.ﬁ.jq;-r s T Tt nce
hazdly b adidsd that any meana by
which: the  pzwly acqaired Agab
bubinees could he onlzag, proforably
at subgidised inlepist rates couwld he
of =aormeus siEmbcince i the non-
pil-prodicing peor Cownloss,

In the measiime, allfioigl i
duta arc by nu mEwas comprehen-
sive, B i3 elowe thol the by alencbomed
cowirics wre relying, Looan ungicaoe-
dented exoend, wpon borcowansg on
Earocarmcney  markess,  Whereas
paiinnal crpital marksc, parbiculer-
Fv in Farope. conzaiin all moomer of
rezlriclions which timit the potential
rar hopreeeing by s developed
crnrdviss, 1z varcpnluced Vurocur-
mensy atarkets have emarged dsoim
unpnriant  source of  commercinl
wapeal, euher competitive with or
o pleeientary b sapolizen” credity,
trnmsoalieml aenteepriss and oficing
deveiopment agoncics,  Wiile effoe-
i fateresd wytes for the less develon-
pd eounley Bocooswers arc still very
high om Lhese mackels, this slterna-
v saipee of capital increascs the
deprees of [reedom available o g
oromt mMuny peor conntrica as they

shaop fov caprdal and piher inpuos,

For the poursst counries-those
foit whom  Euncourrenuy  boefcsd
rates  ars  probibitively bigiegezid
assisranas is really lhe only reason-
shic mezans of aegriring td2quate
capital from shrowd, 9y i1 showld
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bave besn Grom the Beginanae of jhe
aied e, Dor e aoaloriiy, huwever,
provided  that cipeoy o seTvice
toe debt mises wéan adeguee Tate,
there is oo Teisson mol (0 conbne
to sxpund forsign borrowing cven
in cnzes where the sucummululsd debt
alrcudy appeirs guile Beavy, The
cupid intlodon ol mecent yveurs Do
provided lesy develeped bomrowers
with a sipniticant windbill mun by
reducing the real burden of their
internatianal debt.

There teronims, Wiy, & onn-
eideruble debi “wiess ' el over feoin
the mristubes of the pasi beo decades,
which overbunrs (s anlecmsatonak
finuncial serne  Eiowouhd be o The
cenoval intermaliooal mlepsst, oas
well as that of the nelevant deblor
coentrics, iF & wey eonld be found
for writing this " hud debr® oft and
hearving  again.  Maw that port-
voeliss capital s again Aowing in
farge amowniz inta the lss dewclop-
ed eomnbics. a gazh af nnilureral
defaulis eould b ovory harmdul in
theip - effectsn Tor futors bormowiog
patengial, Tt michi he pouniblz,
Fisesevar, [0 ecsl@act a et of prin-
dAples or 4 C ends T ooutlining the
circminstawces an which dofanlt conld
*homoecpbly ' e vadertaben werh-
out fenr of penaliy, Badas ankoapt-
YL, IO s cirgimitances, b
declured 1o the priviete scctor. Rueeh
At rode” wonbd frvelve rhe Tnee-
padanal . lemders”  pacieipahon i
devcloping visks lor the Dot Lime,
Tiers oxists vn obviowy ook,
for crample, for oweioar oll loina
which shonld have been poinis and
wore clearly. lor consurnplinm
parpasca—iood amd disaster rehel
Inans that were offered Tor projes!s
wrhich  sulwequently 1.|:i1'|'b3|f SIHIT
and that portion of tonas’ poscipal
which was absorbed in owhal 35 now
pniverszily  fecognized o huvingr
lecn tha excoes costs of T, Those
Iesa deweloped coantries for whom
ekt reliel woald b most importiot
prighs well devote some snerpiey (o
the devclnpmant of a * default code ™
Cop cpltective infeaduction. In put-
tog Pwwand these proposuds for
debl relel (rather than reschodul-
oz, which merly postpones te day
of fudesimeafy, na: most bear in
micd che Ihelifoed (hat any eoaalt-
ing gn: L slehior coantrics will
tuke (e farei of  hocter-guniity
regoirse Joies pather than inereayed
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quanﬁt}f. Siaicc debt relief will be
subfracted from unchanged total
development assistance budgets.

New Instifutions

In wvirtnally .every field one

examines it is clear that the less
~ developed countries stand to gain
through close co-operation and joint
bargaining. It is difficult to gene-
ralize about what it is that enables
groups of countries to stand together
for different - occasions. How, for
instance, did the African and Carib-
beann associates and associables
manage, against all odds; to present
such..a coherent and L()Urdlndtbd

element of co-operation in OPEC
and the Andean Pact?

On tllf:.oth'er hand',-it is also clear
that, other things being equal, Third
World joint initiatives are most
successful when they .are relatively
narrowly focussed. The UN agencies

0o doubt have roles to perform in

the elaboration of the psychology
and politics of the * new mood,” and
the provision of opportunities for

- sencral discussion and research sup-

port, but they are too comprehensive
in membership and aspiration Tor
very effective action of the type now
ander discussion. The institutional
instruments of real change are more

much smaller; less given to rheloric

and posturing, and much bstter at
giving * close and precise atiention
to detail.” Whether the * new mood ”
can be translated into significant new
power for Third World countries
will depend, above ali,

multinational institutions. Upon
them, and more accurately, upon
their member governmenis, will
rest the major
gnsuring  that

‘the “pew mood’

results in such more than a mere

renegotiation in the lerms of their
peoples” poverty and dependsnce.

upon the sue-
cesses of these newer and smaller .

responsibility for

poaition to  the divided ERC? likely to be functionally or geogra- {(By {.'offr.fe.'.f}: of Dag Hﬂr‘?;’.‘?’f{;.ﬁ:&kjﬂr’ﬁ".
What is it that prowded that extra _phically restricted, and therefore Centre’s Development il;g?ﬁg;_rc__l
; 4 ) Different Nations’ share of e
_ _ GNP per capita in U. 8. doflars me-]d’;lGN_P ;_r{l_lg?ks ;
THE GAPS P e P o ; i (_ﬂsfimﬂicd}
; e 1950 1975 . Rt : R
R : estimate {
; Q0 5 red States | i
BETWEEN 2 | United States 2,300 3,550 E ;Jm_t“fl I‘j_t‘ll““'\’ I ;q
. ; 5 oviet Union g
= g | Crance e el B | West Germany : 7
RiCye E West Germany 600 2,900 = : i
= :
3 _ ‘Soviet Union 400 1,625 i
{ = Bl 5
: AND C | China 50 - 190 o | China - 7
o R €| Thailand 85 135 £| Thailand 8.2%
PO ; " | Pakistan 7 75 e Chile 0.2
=
=1 India 70 33 E !
Estimates.of the World Bank for Sri Lanka {Sowrce: Russer aud Alfer)
GNP per capila in 1969 is 5190
== ;,-._.“-y.,r‘E
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Perspectives on Land Reform

il Semieriine

L i) Saonderai: Ga Seader Beosamde ¥ ahe Cogtral
M oF o o iy speckiledd Sl of siedle fax Soen the
poliried eoaveny af Aalan ouearion sl
pritueterd zevara! orcfoles Lo gowrrel awef gy ohe Sount Adalan
Bovier”, fadian Jawriad of" Asvisultvrol Beosganies”
Agrinwinwal Econaimies of Wawab il wal® Opvelsmpens Dipuoit

i By aisa cor-

‘R of

L relorm i own essential pro-
rcqui.ﬂiu: tn the coononiic c!l:'.--;:ln_-,\-
et o oanowericuiowealy opdo-
develaped soumicy, Phe historicsl
copericnses of soveral souniries nave
vemonsitated that & land reform
Fis preceded their ecumorde devel-
apmcnt. Laad reform iz e Toods-
mcoal chanme: in the laad teane:z
sicuclure ol o caunkcy oecsssilung
the redisteibation ie the ganeedup
and posscssion of lends ;) chanoes i
the methods of furm muenazeoment
amd esplataiooe wneder  dilfzoem
SEtems b Farring, and charges
farm sizc strucrure.

Tamd Reform awd Apearian Reform

Early disenssina ol kard peform
tended to wew it as difficrcat to
Arrurian reform but the cxperiznce
af Tasd refnyms o R TF S o
as hioughe out the npodance of
atupporting services auah as aredit,
she provision of extzosion fuvilities,
clannzlz  Tor |'|'|ark2'.i|l_|.; r:-1'\-::-:|:|n'_'|:I
und the availability of apricuioaral
inpols, Lo b ool simibcance o
Uig socig-eenimnic develasmzal of
a countey land czform omst thaee-
forc be viewed as the broader peo-
ey of wprcarinn relorne, Laod re-
distribution alone 3% imadeguoce,
Agvariatr reform st be oapwsd
within fhe sacio-ptonomic conlexl
of partizular counteics 3 and also
ar dnndementsl  chaness o fhe

LCORQHIT BERVIFSY AFRIL 18T

migthes af owning and cultivating
lapd s0 == o promocs che overall
Tequircmmanis ol sochieesonoemiy
ey elopment

vwaver, ‘& Basie change i the
agrarnan  sisasture i diiftcult o
achizve owie o ssvemal cofscne

Lund iz the predomingn: or stoutegic
resourie IR aL pec-indusirkd soiey
Land ownership i3 not morely s
gonies of connomis weilth bat also
i = of soeizl slaivs nod political
postern, When ono possesses land,
ull 2z i added anso Rim, W5 kout
Limd ooc iz depoived of access o
My oPpNTARitics Tur  improve-
meat.  dhersiore, changes in the
rights ro Ahe possession and cog-
tral o lind have a fundwmentsl,
revalutionary, and ircovesible bear-
s on the refative sreamths of the
dilfzreat clesses aml proups of a
seteby. Lo oferims are therefore
gencrally rasisdwd by tose hoaving
eounonlc wcalth v policiea? power,
For this reasen land melorms have
often Been enaced and implemented
after o drastic chugge in the pelitica]
slenclure o By exiernal PisssLITES,

What arc che objeztives of o Jund
relurm!  The obpecdvas of 4 fuod
el could  vare vonsiderakle,
Thizfreapecially 5o 22 2 laml reforn
Is uftza a respanze to nolingal pres-
surc: and couhl hove peliticnl objes-
e such g% penalising a particular
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class or groap ol persuns ; legicimiz-
mra neve regimz ; or dispening a
cevolptionury or insgrgens poleniul,
e soviel and cchnomic goals ol &
reform are those of incrcasing agrs-
cultnral prealugbion, improving
wealih s incone disteiboalices sl
incre s employment opportunitics
it the L,

Trilunetivn

locrzased agriculveral proadoction
is a4 preemeguisile to eoomomic
tevslopment of agriculives  bosed
ceonoiss. It is therefore essenil
ta view larl reform as 2 meastes 1o
iperease - agnealtural  prodoctivity.
it i, however, ceae tha! o juod
melform Bas often led o2 deop 1o
ageiciliund  srodusavioy owing o
eoverdl foasons, The exsting fand
tennwe strudture has sepvicing sye-
fares Lo meet inpat nesds soch o s
the provision of creditend foelilier
and  cheir oma processing . and
marketing channzis.,  Phe landed
tolerests, who conddouwe (o wizhl
sonstilernble svonomic and polidol
prower, . alisnpt to disoradit  the
whoitn by withhohling rescwrecs.
Whers the oaisting scivicorgr stouc-
rires are Lhe chier available means
euch  withbolding 12 a4 significent
ceprivadon o the refornul slree-
fures,  Lolil new supoorting services
aie develnsad, (he lopd eeform lands
tmad e be denied vy pecossary
servives,  Dioen the refoomeal| tenure
slruciurey wre  themselves  wxpers
mental and have ioternal problems
of mznagemeat, A period of lower
agricultural productinn 15, therefore,
& CONINRT PXDCIICNG: in eountcies
which Tasvs uoderoon: 4 lamd ge=
levma,  This apnin underscares he
need  Far o descloning  supporiing
servives | as sach a doop o ageical-
il prodecton czooul he borme
by eountries wiih Jow lovels of livieg
;1:11’.| Iew  zgreiclitnm)  productivies
evels,
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Fquity in Distribution

Sinee land is the most important .

gcoflomic Tesource, -the pattern of

its ownership and the conditions on

which the land is cultivated have an
impoertant bearing on income distri-

bution, TIf, however, a land reform

merely redistributes land more equit-

ably and all other conditions remain

the same, there ie a redistribution
only to the extent that the ownership

structure of the basic income gene-

rating resource has been altered.
Such a change is at best merely. a
redistribution of existing incomes
and the importance. of land reforms
as a measure of income redistribu-
tion is limited. If, on the other
hand, the new incentives coupled
with  adequate supporting services
leads to increased productivity then
a more cumulative impact on income
redistribution can be attained. Part
of this cumulative income redistri-
bution would arise from the increas-
ed income of lower income groups
leading to a change in consumption
patterns in favour of basic needs
produced at the local level or at
- least within the country.

expansion of village level industries
which utilise local materials and are
more labour intensive.

Employment and
Use _ ; .
The question then arises as to the

means by which such goals should

be attained.  Increased agricultural

Intensive Land

production per se could be attained

by various means. But the sirategies
used must be consistent with the
resource endowments of the country
as well as the other goals that must

be attained. In a labour surplus

and a land and capital scarce econo-

my such as ours an intensified use

of land and capital ‘and techniques
which are highly Iabour absorptive
should be adopted. In other words
the tenure structure must be changed
8o as to provide an alternate struc-

ture  which increases agricultural”

production by a more intensive Use
of land. Such intensification must

be attained by a greater use of labour |

on the land. This in turn would
result in the mitigation of the un-
- employment problem.
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One of the major gains in a land

reform arises where land which has
not hitherto been agriculturally ex-

“ploited is redistributed to agricul-
- tural workers.
land owners with high income levels,
cultivation of these lands may not -

In the case of large

appear worth the effort especialiy
considering the net disposable in-
come they derive after payment of
taxes. They. therefore, tend to re-
tain. such land as capital assets
rather than as sources of income.
The cultivation of such land could
provide employment and increase
agricuttural output and incomss,
However, one must be careful to
note that all uncultivated land is not
necessarily cultivable and some of
these lands may have remained un-
cultivated precisely due to problems

of cultivating such lands.

vating lands as well as due to the
unfeasibility of such cultivation”
under large scale management. Small ~
scale cultivation could lend itsell
more easily to intensive exploitation
with scveral crops. Apart from
scalz considerations, a land reform
could plan such agricultural devel-
opment by  redistributing -land
with the understanding that these -

“lands are expleited in this manner.

SRI LANKA'S LAND REFORM

The Land Reform Law of 1672
was the first attempt to alter the
land tenure structure of the country
by the redisiribution of a significant
extent of privately owned agricul-
tural land. The law placed a 50
acre ceiling on the individual owner-
ship of agricultural land, except in
the case of paddy land, where the
ceiling was 25 acres. Agriculiural

Table I - Land Expropriated by Type of Land Use

These
increased demands could lead to an

_ Area in Percent of
Type of land Use Acres Expropriated
land
Jungle Patna & uncultivated and
abandoned tea & rubber 183,958 33
Tea 135,760 24
Coconut 115,350 21
Rubber 82,944 15
Paddy 16,270 3
Other Crops ... 25,095 4.
Total 559,377 100

Another way in which a reform
could contribute towards increasing
agricultural production, smployvment

“and incomes is by inter-cultivating
lands under a single crop with seve-

ral others. This too may not have
been feasible before a reform owing
to the reasons adduced for not culti-
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lands owned by public corﬁpanies
were exempted, :

Expropriation

With this ceiling a total extent of
559,377 acres were expropriated.
The breakdown of these lands by
type of land use is given in Table 1.
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About one third of the land area
expropriated is uncultivated. A
significant amount of increases in
agricultural production and employ-
ment is likely to result from the
exploitation of these hitherte uncul-
tivated land. No doubt some of these
lands are not cultivable and would
have to remain so. Yet to the extent

that the 184,000 acres are cultivated -

this should result in a net gain in
production and employment.

In the case of tea lands the attain-
ment of the objectives of increased

employment and productivity are.

limited on well maintained lands
as these absorb about 1.1 workers
per acre and maintain a higher pro-
ductivity per acre. However, a high
proportion of tea lands that have

been expropriated are likely not as
productive and a more systematic
cultivation of these lands could
increase employment and  pro-
duction.

Coconut lands probably have the
highest potential for increasing
agricultural production and employ-
ment. -This possibility arises out of
the fact that several crops could be
mterplanted . with  coconut  and
dairy cattle established on these
lands.

Management Forms
Apart from the type of land use

of the pre-reform lands, the nature
of post-reform management of these

lands have an important bearing on.

TABLE 2

Lands Alienated by Institutions & Management

. Area Percent
Institutions or Management Method in of -
Acres Total
Divisional Land Reform Authorities 177,719 .32
Land Commissioner 111,375 20
USAWASAMA (Udarata Samupakara
Wathu Sanwardhana Mandalaya) 87,235 16
Multi-Purpose Co-opcrative Societies 48,143 9
Cooperative Settlements (Samupakara
Janawasas} : 38,704 7
State Plantations Corporation ... 31,791 6
Special Cooperative Organisations 19,750 3
Government Boards and Institutes 8,310 ]
- Individual Villagers S 13,833 2
Others 22,517 4
Total 559,377 100
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the attainment of the reform objeet-
ives. The method of alienation of
lands by organisational method is
given in Table 2. However, this
classification s inadequate for =a
discussion of the new forms of
tenure as these farm lands ecould be
transferred to other forms and the
form of tenure of a substantial pro-
portion of the lands cannot be
gauged from this classification.
These uncertainties apply particular-
ly to lands alienated to the Divisional
Land Reform Authorities and those
under the Land Commissioner. Al
though these categories account for
over half of the total lands expro-
priated a high proportion of these
lands are likely to be hitherto un-
cultivated lands.

Estate land taken over by ihe
State Plantations Corporation and
(USAWASAMA) and any estates
continued to be maintained as large
units and operated on the same
basis as privately owned estates,
are likely to change their productivity
only to the extent that the new
management is more or less efficient -
than the previous management. Such
transference of ownership without a
change in organisational forms is
likely to change its productivity
owing to differences in the manage-
ment capacities. A sizeable exteat
of the tea and rubber lands pre-
vicusly held in estates is likely to fall
into this category. A determination
as to whether the transfer of owner-
ship and management from the

private sector to the public sector

can be made only after a lapse of a
few years and the production statis-
tics of the estates are examined over
several years under both forms of
ownership.

The experience of the State
Plantations Corporation in managing
estates is likely to be of use in operat-
ing the new estates. The State
Plantations Corporation has how-
ever, obtained only 321,791 acres.
The other management organiza-
tions entrusted with estates may not
necessarily possess the abilities to
handle the estates. The discon-
tinugnce of former management
personnel with planting experience
on estates could compound the
problem.  The State Plantations
Corporation itself mav be over-
stretching  its capacities.  While
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from the point of view of maintain-
ing productivity the estate form. of
management may - be  suited, ‘the
continuation of the estate system
implies a lack of reform in land
tenure conditions.  Considerable
amount of re-thinking will be neces-
sary to devise a new system of
organization which democratises the
ownership and management of these
lands while maintaining high pro-
ductivity levels.

Collectives

New forms of tenure and
agricultural organization are being
developed under the reform. This
is particularly so with respect to
the development of cooperative or
collective farms. About 38,000
acres have so far been alienated for
Samupakara Janawasas, Some other
cooperative organizations are also
being established. Most such lands
are developed lands.’ ;

Cooperative farms have the
advantage of a greater rationaliza-
tion of labour resources and the
economies of scale in certain farm-
ing operations. These advantages
are likely to be particularly relevant
for several new crops requiring
standardised practices. Such organi-
zation may also be more suited for
developing intensive farming units
with agro-based industries.  But
cooperative farms pose several prob-
lems as well. A major need is a
cooperative spirit or collective con-
sciousness which is generally in-
duced by ideological commitments
or economic conditions ~ necessita-
ting continued operation on a group
basis. ‘This requires to be reinforced
by skilful managerial principles
which ensure that rewards are com-
mensurate with labour inputs. A
cooperative farming enterprise’ runs
the risk of conflicts among the
partners if rewards are not related

to their input of labour. Such con-
flicts affect the productive capacity
of the farm. 2

Family Farms

~ The alienation of land on family
sized holdings has several advant-
ages. Once the supporting services
of extension, credit, marketing, and
the availability of inputs are assured,

 the individual farmers. could " be

relied upon to take the decisions and
expend energies to maximise produc-
tion. There would be no need to
police farming operations as it
would be to the advantage of the
farmer himself to allocate resources
efficiently. In a family farming
operation, labour utilization would
be intensified as it is to the advantage
of the farm family to expend extra
labour on an operation which
brings in a positive net return, un-

like in the case of wage labour”

where the return from the output
must be more than the cost of
wages. It is for this reason that
the smaller paddy holdings adopt
labour intensive cultivation prac-
tices like weeding and transplanting
more than the larger holdings.

For these reasons there is a
strong case for alienation of land
in small family sized units. The
twin considerations in determining
the size of the holding should be an
area cultivable with family labour
supplemented at peak periods with
communal farming operations, and
the possibility of obtaining an
adequate income for the family.
But it must be stressed that a family
farm system is likely to succeed
only where the supporting services
are adequately provided. This is

clearly demonstrated in the coloni-~

zation schemes, where a satisfactory
tenure condition alone has failed to
ensure a high yielding agriculture.
On the other hand the special pro-

jects inaugurated on some coloniza-
tion areas in 1967 have displayed
impressive “results..: iy s
Conclusion :

The Land Reform Law of 1972
although unprecedented as a measure
to curb private holdings of land, is
limited in its impact as a basic and
radical change in the tenure structure
of the country. The exclusion of
the large estates under company
ownership and the maintenance of
other extents taken over in the same
estate type of organization, are main-
ly responsible for the limited impact.
The reform also hardly affects the
tenancy problem on paddy lands.
However, it provides the country
with an opportunity to evolve new
types of tenure suited to different
types of farming. It is also likely
that this reform will release further
pressures for a more radical change
in the tenure structure encompassing
the estate sector. .

The smaller sized holdings on
some lands, the larger number of
persons likely to- be employed on
cooperative settlements than under
previous private ownership ; the
inter-cropping on coconut lands ;
and the cultivation of hitherto un-
cultivated lands ; are all likely to
increase the intensity of land use
and increase employment and in-
comes from land. The development
of suitable organizational forms to
manage the new tenure forms and
institutional structures to service
agriculture and provide the neces-
sary inputs will be an important
determinant of the success of the
reform. However, agricultural pro-
duction is likely to have been
adversely affected by the reform
owing to the uncertainty in tenure of
the statutorily declared lands and
the neglect by previous owners and
the disruption of existing farm
organization.
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