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" YET ANOTHER DEVELOPMENT

DEVELOPMENT GAMES AND PARTY GAMES

| “Devclopment” is very much a chic word today, it is as fashion-

able in Sti Lanka (and otker Third World countries) as are the
| outdated western fashions that are copied. Various “develop-
! ment” efforts are made in the cause of development. On this
page and the inside back cover we document such an effort at
| degelopment by a “‘service organisation” with roots in the deve-

pe ritéies, “Of the inside backipage we give a photographic

\gﬁ%‘mgag Stlfey wish tordevelop, a village on Eht%
Vehiilin ey, Ahile /o this pagieitea photo coverage o
Gprment ¢ ef‘fg?r-‘{ %Ef{iﬁ.?t that was Reld to generate

€ 3
funds for development.

Money...... The normal
cost of a meal at this
developed hotel where
developed people from

developed countries
usually eat is abour Rs.
: 50/-.

Food is not the oaly
end of development, it
is also drinks...... The
goil of development is
not ('J.’:Ii}' fn:.:j,and shel-
ter but also sufficient
clothing. So no deve-
lopment is complete
without display of cloch-
€5 .iiun Sn, basic needs

L W food, cloching, shelrer

... and *development”.
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( Where rthe development effore begins, Ata big
bap quet hall at a big “developed™ hotel.

THE DEVELOPERS
Usually ic is full of tourists physically developed
people from developed countiies. Buttoday.. ...
full of physically and financially developed people from our underdeveloped country.

They are engaged in development activities, which require the raising of money.

Teday itis
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DIARY OF EVENTS

Diecember

1

. Hunpgary was intending to end its rupce trade with Tndia

o

1y

16

Ovwer seven million saplings and seedlings were planted

throughout Sri Lanka to matk the beginning of one of the
country’s higgest tree planting campaigns.

The Government has decided not to extend the liberalised
scheme of CRA imports beyond the end of December, official
sourees stated, This scheme was introduced in June 1976
petmitting CRA holders to import a wide variety of huxury
goods. : :

A new credit guarantee scheme for exporters, to facilitate
credit to exporters and issue insurance cover on expoits,

will come info opetation from January 1, 1977, the Minister

of Foreign Trade told a press confercnce.

The 32nd Annual Sessions of the Sti Lanka Association for
the Advancement of Scicnce was ceremonially opetied in
Colombo by the Minister of Housing and Construction.
The Minister also formally inaugurared the National Academy
of Sciences, St 3

India signed an agreement with Sri Lanka Railway autbori-
ties for the cxport of items worth Rs.11.5 million.

The IDA, the soft loan ageney of the Wotld Bank, approved
a credit of Rs. 45 million for 8ri Lanka's tank irrigation
modernisation project, it was announced in Colombo.

and change over to trading in convertible currencies, the
Hungarizn Deputy Prime Minister stated in New Delhi.

The 1835d and 184th branches of the People’s Bank were
opencd in Anlumbuza in the Kandy disteict and Galgamuwa
in the Anuradhapura district respectively.

The Govesrnment bepan negotiations with a delegation of the

Planters Association of Sri Lanka with a view to paying
compensation to those members of its Rupee Companies
that were nationalised.

The 1977 annual trade protocol for exchange of commo-
dities between the People’s Rupublic of Chinaand SriLanka
was signed in Colombo. China has agreed to purchase
49,200 metric tons of rubber while Sti Lanka in return agreed
to purchase 200,000 metric tons of rice. The total turnover
undet the trade protocol which will be in the region of
Rs. 100,000 million over 1977 includes a latge number of
non-traditional goods to be exported from S Lanka.

: Elev;:n of the 13 OPEC countrics will raise the price of

crude oil by 10 per cent while Saudi Arabia, the larpest
prodncer, and the United Arab Emitates, will taise it by
s pet cent from 1977, stated the Venezuelan Oil Minister.

Sri Lanka's Centenary International Rubber Conference was
declared open by the Prime Ministet at the B.M.ICH. in
Colombo to commemorate the completion of 1o yeats of the

introduction of the Rubber tree to Sri Lanka.

Sri Lanka’s National Apprenticeship Boatd commemorated

five years of its existence.

The 18 5£h branch of the People’s Bank was opened im

Galigamuwa in the Kegalle district,

16

18

20

22

29

A decision of the U.N. General Assembly provided for the
transfer of §20 million from the U.N. Special Fund, created
to assist the most scriously affected developing countrica
overcome the effects of the economic crisis,. to the UN
Agricultusal Development Pund has enabled this Pund
attain its tatget of § 15 million. There will be 24 developing
tecipient countries. : S

India is to reeeive a grant of $7.5 million from BEC as part
of the first-ever commuanity project assistance to NON-&8SO-
ciated developing  countrics, according to an agrecment
signed in Brossels. !

- The Cf,;m_fefencc of OPEC countﬂes in Quatar decided to

adopt a plan to increase aid to Thitd World, following the
decision by eleven members to increase their price by 109
from Januaty 1, 1977 and a further 594 by July 1, 1977

An Alr Pact vas signed in Manila between the Philippines
and Sti Lanka to pave the way for establishing atr links
beiween Manila and Colombo. :

India will give a loan of R, 100 million to Zambiz under a
memorandum of understanding signed between the two
countries at Lusaka, a4

The Third Reading of the Budget was passed by a majority of
4o votes at the National State Assembly.

Sti Lanka which is one of the six dévr:lopi.ng countries selec-
ted to receive intercst-free loans from the OPEC Special
Fund will get $5.1 million, it was announced in Vienna,

The Ceylon Petroleum Cotporation signed an agreement
with two Japanese firms, Nissho Iwai Company and Unitika
Limited for the establishment of 2 Rs. 275 million nylon
plant near the oil refinety at Sapugaskande. The foreign
exchange component is approximately Rs. 160 million. = -

_'The 186th branch of the People’s Bank was opened in

Hatton in the Kandy district,

Kuwait ctude oil will cost $rz.37a batrel from January 1
as against the present $11.23, it was announced in Kuwait,

The U.N. General Assembly decided to suspend its sist
session, which began on September 21, and to resume it
after appropriate consultations, Tt would be reconvened
solely to consider the agenda item “Development and inter-
national co-operation: implementation of the decisions
adopted by the General Assemblyatits seventh special sess-
jon”. The decision to suspend: rather than to conclude
the thirty-first session was taken following a request from.
the Gtoup of 77 developing countries in-a letter dated
December 17. :

A Government order was {ssued under the Busiriess Acquisi-
tion Act taking over J.B. Texiiles Ltd. * and J.B. Fishing

' Company with 2 view to incteasing the availability of syn-

 thetic textiles.

The 187th branch of the People’s Bank was opcned.in
Pallai in the Jafina district. :
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: Trade which wag only 2 pc;riphéf_él -

" activity in the country’s economy and

~polity takes on a significant dimen-

sion from the 16th century onwards
with the arrival of the Portugucse.

The principal intermediaties of trade -

awith Sri Lanka and the West priot

to the Portuguese were the Arabs.
- Spices, mainly cinnamon,were a signi-

ficant item of luxury consumption
in the Buropean centre, and the prime

purpose of the Portuguese was the

extraction and shipment of these
commodities. However to consoli-
date their economic hold the Portu-
guese entered into significant inter-
ventions in Sri Lanks’s political,
social and caltural structures.

The Portuguese incursion was the

beginning of the growth of a dis-

torted economy in Sri Lanka, distor-
ted to supply primarily the needs

- diverted the energies and directions

- of the country and people away from

their own needs began to be intensi-
fied, shurpened and refined ia the
‘subszquent centuries by the powers

‘that followed them, namely the

Duatch and the British.

The Dutch presence in Sri Tanka
upto 1796 Was, in comparison with

* the Portuguese, mild, - They: con-

centiated primarily on theit economic
activity and apart. from. cinramon
they alss built up an export trade in
elephants, chank shells, arecanuis ctc,
They also introduced cultivation of
" pepper and coffee. :

In 1796 the Beitish replaced the
Dutch ay the predomimant forsign

power throughout the couttry
by largely exploiting internol dissen-

sion and treachery within the Kandy-

an Kingdom. A most significant im-
pact of British ruls on the ish d was
the despeaing of the alien 3

into the econnmy.
. ¥

Hate began the reg §
available imports, 4 major cagtic:
teristic - of the fopszn economy th
. the conatey wis to. expatience for
ovet another 130 yoars. Lapos
‘weie now able to bying from abeoad
whatever itsms wepe roquived Dy
~those who conld pay for them with
scarcelyany esstriction or regulation-—
4 regime which quickly pushed the
country into  its. statc Of - 1MPOLY

:

- proportions.

the country. Avd in 1815,
sh werc able to consclidate

that

dependency finally culminating in

the forelgn exchange crisis of the

19608. (See pages 1o and 11},
P'Iant_a.ti'on Econt;imy

By promoting the growth of 2
plantation economy from the 18408
onwards' the distortion of the eco-
nomy which statted with the Por-
tuguese began to take on serious
Sri Lanka waz now
enmeshed in a colonial plantation

economy, with bonds of unequal ex-
~change, tied to the controlling and

consuming centres within Europe.
Coffee growing, which had begun
with the Datch, was the first classical

plantation crop ‘introduced by the
British. The fundamental changes in

the economy introduced by the plan-

tations system have survived to this
. date and its scrious repercussions
of 2 Futopean centre. This process s
statted by the Portuguese, which

still echo strongly.

The plantation system as opposed
to the earlict subsistence agriculture

was based on wage labour, factory-

type operation of large cstates and
production for a foreign matket. It
was based initially on small doses of
foreign capital and the industry was
similar in most respects to the cate
gory of exiractive industries that

sprang up all over the Third World

_in the 1gth century to supply the

Buropean ceatre. The subsequent
growth of the economy, after the
initial doses of foreign capital, was
made possible through the large sur-
plus generaied in the couptry itself.
The surplus was sofficient also to
provide handsome dividends which
more than compensated for the nomi-
1zl investment,

The supply of labour for the new
plintations was aot from the Kandyan
tezions. - It was from the so-called
indentured lhboer from India where-
by large sumbzrs of Iadian workers
wers transported to Sz Lanka. The

semi-slave conditions of work in tie

< estates, as well ag recruitment And
ott fram theiz homelands, ¥
i ¢ of the lagge-seale popu-
undertaken by ths domi-
sstern powers in the other
nasts of the Third World, like the
anspott of slaves to America and
sain of indermured Iabout to some
of the other plantation economies in
the Central American reglons.

Ths

theret

i

r= completely ebailt around
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-noolaham.o_rg |-aavanaham-org

‘being.

economy of the country was.

Sl

the plantations. The foreign basks

 that were established initially bad the
sole function of financing this indus-

try and their large-scale profits atose
from this. Engineering firms and

~ workshops grew up to service the
engineering needs of the plantation

factoty; and for the maintenance of
tailways and roads, government engi-
ncering  establishments came iato

Szi Lanka’s plantatioﬁ cfop coffec,

-experienced a phenomenal expansion

from 1834 to 1842 when the export

- volume increased five times.  Apgain
from 1842 to 1849 a further rise of

three times the 184z level was re-
corded.  Having thus taken a hold

on the economy, the area of coffee
planted rapidly rose together with

carnings, In 1846 coffee prices fcll

drastically because of the world
depression at the time. But coffee

continued to be the major export of

the country till the great cofice blight

destroyed the crop. The disease fust

appeared in 1869 and by the 1880s

the acreage under coffee which bad

earlice stond at 300,000 acres had

dropped to about 106,000 acies.

By 1886 coffee tad collapsed as the
main colonial crop ia 81 Lanka.

 The transition from a ruzal sub-
sisterice economy o a modern export

_economy was begun with the estab-
lishment of the coffee plantations in
“ the 1830s in the time of British cule.

There was a complste trafstormaticn
in the economy of the counizy with
the new plantations making decp in-
roads into the existing willage eco-
nomy. The economy of the village in

turn became less and less adanted fox

supplying even the éveryday needs of
the community. © ‘This: made the
nuntry-dependent on foreign sources

uch bosic noesssities as food

WOGVED

d elothing.

Bar the coffee industry set & fiem
ia the economic struct :
Ths development ‘of

3 P
L

12 contitn
¢l Tarks into a classical p

mould although later tou, rubber,
cocnout were to teplhice coffee,
of the charactedistics of the plantation
system. wetre to survive watil very te-
cantly. Thes=  featurcs included
ownerstip by

mant by a system of what 1 :
called ‘agency houwses’, larze-scale

Ecowonic Review, JANUARY 1977
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the government was likewise almost
exclusively with this sector. Most of

govetdmant tevenue as well as expen- -

diture was within this sector.

- The estate sector produced enor-
mous sutpluses. Oace the initial
capital was injected, handsome divi-
dends wete available. The estate
sector’s growth provided high level
dividends for foreign share-holders
and a high 1:vel of consumption for
both - expatelates and allied local

groups of person within the enclave.

It did not significantly increase the
production of local goods and ser-
vicss notr were surphises invested out-
‘side the enclave. The ability of the
so-called modern or enclave sector to
initiate economic development for
the country as 2 wholc was therefore
mlnimal.' e

" The estahblishment of the enclave

economy and its continued mainte-
nance was also helnzd by local socio-

economic structures that. grew up
with it. This included the ncw sup-
porting classes tied to the plintation
and colonial presence as well as rem-
‘nants of the old feudal order which
had soon allied itsclf with the British.
Th= maintenance of the enclave eco-
nomy was further helped by social
and cultural factors.

As early as the 1840s therc were
Ceylonesc tied to the colonial pre-
senice who had devcloped a strong
Western, patticalarly British, taste

and consumet otientation. An Eng-.

lishman, J. W. Beanet, wrote in 1843,
in “Ceplon and Its Capabilities” that:

““The Sinbalese are partial fo Manchesier, Leeds,
Sheffield and Bivminghan: mangfaciures, except
certain agricaltural inplements, manufactured in
the latter place which they comsider inferior to
those of Holland. The higher ranks indulge in the
best wines, particilarly Madeire and Champagne,
" which are Dberally dispensed ai their pariies fo
Earopean guests; and no people in the world set
a higher value upon British medicines, stalionery

and perfumery; or relish with a keener zest,

Enclish hawms, cheese, butier, porier, pale ale,
cider, therry, berrings; salmon, anchovies, pickles
and confectionery, all of which they prefer to
similar imports from France and _America
except in regard Fo price’”,

The social system that grew around

- the plantations tended to perpetuate

itself; and a process of caltural con-

ditioning to accept the status quo

was set in play by aspects of the edu-
cational and other cultural manifes-
tations of the British. :

_ Later demands for political and
economic independence were to be

6'-"

heard from sections that represented
the newly em-rging proletariat both
within the estates and outside as
well as from some emerging national
entreprenurial groups,

Reformist Changes

An outcome of the demands for

change was the grant of universal .

franchise and internal sclf-govern-
ment in 1931 at a time when many
European countries 1’ke France and
Switzerland did not have universal
suffrage. =~ This reformist  measure
by the British had some impact on
the economy from the late 19308
onwards. One important outcome of

these changes was that intorest was |

now gencrated in diversifying the
economy away from the ecclive
pattern and there were attempts at
industrialization. : :
" In 1934 the Report of the CEYLON
BankinG ConrssioN  cchoed this
interest and recommended formation
of a 1scal bark, (British banks were
exercising de  facio | discrimination
against some of the loeal capitalists),
The Chairman of the Bxecutive Com-
mittee on Labour, Industry and Com-
merce brcame a champion of indus-
trialization in 1936, - In 1938 a joint
public-private scctor bank, the Bank
of Ceylon, came into cxistence as a
possible lznder to local capitalists and
the State Council was favoutably dis-
posed towards protectionism. Fur-
ther during this time an extensive
scheme for population rescttlements
in the dry zone arcas of the classical

. bydraulic civilization was initiated.

All these proposed changes within
the economy reflected partly the
real needs of the people and also
partly, the class interest of the mem-
bers in the clected chamber.

the Szcond World War which meant
that the impact of the proposed
changes was minimised.

During World War TT, by necessity,

‘ the ties of the Sri Lanki economy

tq the mztropolitan centre in Britain
wete in many ways weakened, Britain
was engaged in a war for its survival
and its economic hold on its colony
was now geared to that survival.
Consequently Sci Lankan produce,
specizlly tea, was sollat prices much
belyw the level it would have
fetched in a free market situation,
Sri Lankans ‘were subsidising British
tea consumers heavily,
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They
were, however, made onthe eve of

In teturn,imports to Sti Lanka wete

- reduced drastically, The shortages of

imports induced 1seal production
both within the government and pri-
vate scctors and several new factorics
were opcned.  ‘These inclided coir
products, lzather goods, glass, cera-
mics, paper, plywood, acetic acid in
the governmsnt ssctor and textils,
tubber, licquered goods, paper pro-
ducts, matches ctc. in the private
sector.  ‘Th= quality of the goods
produced were sometimes bzlow the
prevailing international standards but
bzcause of the protection induced by

Cwrartime - scarcities these produt:ts

found a rcady market. The return
to peacc time conditions also wit-
nessed an unprecsdented flood of
imported goods which swamped all
Sti Larks’s early attempts at indus-
trialization. b
The post-World War period saw
the granting of political independence.
Thzrc was however a bigh degree of
continuity of perccptions from the
colonial times of what constituted
development.  Yet because of the

. tesponsiveness to at least some popu-

lar demands resulting from the intro-
duction of universal franchise in
1931, -4 momentum was generated
towards re-structuring the econcmy
away from the colhnial patterns. This
tendency, which had some of its roots
in the discussions of the 19308, wWas
ditected towards an activist role of
the government in the economy,
principally aimed at siphoning some
of the surplus of the estates to the .
peasant sector and to industrialization.
New land eolonisation schemes wete
opened up and large sums were in-
vested in a multi-purpose project, the -
Gal-Oya Scheme, in the Hastern
Province. But basically, the colonial
economy still persisted in its hold as
the main eéconomic determinant in
Sri Larka. s

The clzction in 1956 by which
representatives of classes deemed not
directly tied to the colonial presence
came to power saw an increased cry

for industrialization and attempts at

somewhat deeper structural changes.
Although the elsction manifesto of
the government had in its programme
direct Sri Larkan  cortrol of the
colonial economic enclave through
nationalisation of the tea estates, this
did not occur. But other sections of
the economy like the bus transport

(Contd, on p. 8}
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system wete nationalised together
with the ports. &W. government-
- gponsored industries were opened up
“in the public sector as well as in the
private sector. A pattern of indus-
trialisation that parsisted to the late
~ 1060s was set in motion. i

Industrialization Attempts -

- The induostrialization attempts in
the late 19505 and the eatly 196os wete
largely on the basis of import substi-
tution. And, as a major part of the
impotts fed the enclave sector, it
were ptoducts that were consumed

- by this s=ctor that were now manu- -

factured. Thzse items can bz con-
‘sidared luxuries in comparison to the
needs of the mass of the peoplz. The
{tems thus manufactured tended to be
those lik2 refeigerators, fans, choco-
lates and biscuits. 'The technology
~ for this was alm st exclusively impor-
ted, and as was in the majotity of the
cises, so werc the raw materials.
These products were manufactured
largely in the private sector and gave
very high profits, specially in view of
government - inducements ke tax
holidays. But as Sri Lanky's terms
of trade bzgan to drastically worsen
in the later y:ars, the allhcations of
foreign exchange available for raw
materials and for capital goods dec-
lined and many such industries were
by the early 7os tunning at low
capacity utilization. .

A special feature of industrial
policy in recent yzars has been en-
couragem=nt of industries in both
public and private sectors to use more
15cal raw mitetials as well as to design
and fabricate 1oeally industrial equip-
mient to suit our fequitements.

 Production-wise Sri Lanka’s indus-

trial structure comprises four very

broad groupings.

' Birstly, the traditional and un-
~organised sector made up of over
100,000 small scals manually wotked
units, engaged in industries: such as
- ¢oir processing, handlom textiles,
carpentry, mit  weaving, —pottery,
brick making, cane ware, basket ware,
_ saw m’'lling, furniture making, blick-
smithy work and jewellxry making
in addition to traditions1 handicrafts
and cottage industries. This accounts
* for 10-15 per ceat of the value of
industrial output.. - - - :

5

S=condly, the private sector factory
scale units ranging from small to
*larpe in sizz. Nearly sooo such units
registered with the Ministry of Indus-
tries are today producing a wide
range of consumer items such as food
products, bzverages and tobicco,
textile products, lzather goods, wood,
paper and rubbzz products, chemicals
and pharmacecuticals, machinery and

‘implzments, transport equipment and

electrical goods for both domestic
and foreign markets. Thsy account
for nearly 43 per cent of the value of
industrial output.

Thirdly, the public sector industries
operated as corporations and numbear-
ing nearly 30 in all. Among them arc
‘manufacturing and processing cor-
potations for stecl, hardware, tyre,
block rubber, plywoods, timber
paper, sugar, lzather products, weav-

ing supplics, textilss, tobacco, state-

.distillaries, mille, fisheties, flour mill-
ing, oils and fats, cashew, fertilizer,
petrol:um, salt, caustic soda and
chlorine, pharmaceuticals, ayurvedic
drugs, ceramics, cement, graphite,
gems and mineral sands. There are
in addition to these the scveral re-
search and servicing institutes in the

industrial sector run as State Boards
ot Corporations. The public sector
accounts for nearly 4o per cent of
the value of industrial output,

Fourthly, there is the comparatively
new sectnr of industrial co-operatives
" now devel ping in varinus rural loca-
* tions in the country. Th:re ate over
soo such units, largely employment-
orisnted, engaged in mineral-based,
agro and wood-based and light engi-
neering industries,

~ Recent Developments

" There has bzen a marksd increase
in industrial activity in recent ysars.
Anindex, caleulated on Central Bank

-~ data, shows that indastrial output in

1975 had risen 100 per cent above the
average for 1956-66. Th= total capital
“investment in the State Industrial Cor-
potations alone had risen to nearly
Rs. 2,500 m. in 1975, from about
Rs. 500 m. in 1965, S

- For over a decade industrial pto-
duction in Sti Lacks was dominated
by the muanufacture of consumer

- goods. . In 1975, however, the inter-
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industries.

~cultivation with other crops.

mediate goods category showed an
increase in value over that of the con-
sumer goods category, lirgely due to

‘the heavy increase in the value of

pettol-um products. Production of

investment goods, however, has con-

tinued to remain at about only one-

tenth of all production due to’the

heavy dependence on imported mate- -
rials and the limited size of the mar-

ket for this categoty of goods.

Over the last five years the main
thrust  of devel pment activity in
industries has bzen in the follywing
four broad areas: expansion of indus-
trial activities in the public sector;
the sctting up of resource-based
in the private sector;
transforming the existing bailt-in

~capacities of the private scctor in-
 dustrial units which were created on

the basis of import substitution to .
produce goods for the export market;
and re-structuring of supporting ser-
vice institutions within ‘the purview
of the Industries Ministry to achicve
sct development objectives.. :

On the basis of set government
policy, the country has witnessed the
emergence of the public sector as a
major factor in the process of indus-
trialisation, by the expansion of the
public sector into ‘new areas, and
strengthening and .enlargement of
existing public sector industries.

Agriculture—Non-Plantation
~ Sector : - :

The traditional agricultural sector,
distinct from the plantation  sectot
provided a livelihood for the majority
of the people. In contrast to the plan-
tation sector, which was modernised
and based on capitalist entcrprises,
the peasant agricultural sector con-
sisted of subsistence agriculture, em-
ploying traditional technology. The

" individual farmer had self-sufficiency

as his gnal and supplemented paddy
The

main characteristics of this sectot

‘were: small holdings, fragmentation
“of land into still smaller uneconomic

holdings, traditional  technology,
tenancy agreements which inhibited
the cultivator from muking an im-

- provement to the land and increasing:
~ output, and indebtedness which kept

the cultivator tied to the villvge land-

Jord. This pattern remained more ot
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- Forzign Exchange

Fegims of freely ablE_ ImpOTis
Fhat characterised the ‘open economy

Reform Commission are now mafag-
ing the bestmaintained and most pro-
ductive tea and rubber estates, :

The plantation sectos which bad
been a koy determinant in the Szi
Tanka cconomy was therefore now
in State hands. The output of the
plantation sector had also over the
years since lIndependence shown a
marked increase but with falling real
prices, the eff=ct of the increased
production was minimised.  Under
the scction in trade the behaviout of

prices relating to these are discussed.

. From the 1960s Szi Laaka’s foreign
exchange problem has coms, in one
way or another, to be a dominang
factor in the econdmic situation. The

WRIicH the country had experietcsd
Ffom early timss came.to.an-end by
‘the 196os. Ths monetary system of
the colonial period—the 100 per cont

* exchange standard managed by =

Currency Board—ensured that foreign
exchange was always available to
match whatever rupses were sufrren-
dered in paymznt for imports. This

system: was terminated with the

establishment of the
1950 and theintrod: RS
currency. . By the b:gmhihg" of the

sixties however, the acute stringency

in foreign exchange was resulting in

an extensive regim= of import res-

trictions and controls.

Earlier muach of the surplus gene-
rated by the export sector had flowed
abeoad. After Independence 1n 1948
however, part of it was taksn through
taxation for the use by the rest of the
cconomy, . But initially much of this
sutplus was transformed into impotts
of consumer goods.  Policies and
Ppractices -of governments after Inde-
pendence did not help positively to
raise the level of domestic savings fox
new programmess which would help
to improve the productivity of the
rest of the economy. e

. This- i)robl-:_rri was aggravated by
the fact that. from the mid-1950’s

onward the surplus gencrated by the -

export sectny started to decline as a §
¢ons=qiietice of falling world prices

for our cxpotts. Thus, during the |

- goods{=.g. frodstuffs, textiles, drugs).

decline of living standards, and there
was little opportunity for impls-
manting  programmes and policies
designed to achieve economic growth,
For a time it proved possible to pre-
vent a rapid deterioration of living
standards by running down the.
country’s exchange reserves that had
built up upto the time of the Korean
War boom. Butin the lite fifties and
early sixties this was no lyager possi-
ble.  Strict impoart controls were
brought in to eliminate mast of the
Izss essential consumer goods imports
so that the country’s exchange earn-

‘ings would be available to meet the

requiremznts  for  bisic consumer
By the mid-1960s in the face of export
prices which continued to decline,
it had b=come obvious that BSri

. Lank+’s foreign exchange earnings.
~ would not even bz sufficient to cope

with the basic_neec
population.

=4

s of a growing

expott earnings. In the period 1960=
1964, official grants and loans provi- -
ded a net capital ioflow of Rs. g0

million a yzar on the average. These
were not large amounts, though the

trend was rising since 1963 as a result

of increased aid from Canada and in
particalar Eoistern  bloc  countries
whose assistance which was insigni-

ficant previously, jumped to an an-
nual level of Rs. so million. The -

dependence  of the  economy
Totelgn assistance was now bein
figmaly catablished. 1t was not likzly
that the 1963-1964 lsvel of aid—
around Rs. 120 million—could be
sustained bey nd 1965 unless new

. aid agreements wetc concluded. The
fact that foreign aid covered only

part of the current account deficit,
meant that Sti Lanka had dtawn on
its exchange reserves to cover the
remainder, It was for this reason that
batween the end of 1959 and the end

- of 1964, net exchange assets wete re-
CLASSIFICATION OF IMPORTS:

(Rs. Million) -

1954-56
Average 1959
Consumetr Goods n.a. 1,203
of which: food & drink n.a. 8oo0
Tntermediate Goods n.a. 396
Investment Goods n.a. 389
Unclassified .4, 17

1,495 - 2,00%

1960 1961 1962 1963 1964
1,195 g2 97% Qr9.. - Lay2
52 672 Gsg. - F07 . 917
397 383 409 372 410
355 359 337 324 393
13 9 8 13 10
nobo - 1,703 I,733 1,628

1,897

Sourcgé:_ Ceylon Customs Returns

The table above shows that the
import controls operating since late
1960 brought impozts down from the
high lsvel reached in 1959-1960.
Altogether, during the four-year
petiod 1961-1964 impotts were tough-
ly. Rs, g70 million less than they
would have been if imports had con-
tinuedat the annuallevelof 1959-1960.

duced by Rs. 575 million and thereby
fell to a level where even a few days
excess payments ovet receipts en-
tailad the threat of a liquidity crisis,
as the table below, from a publica-
tion' of the Ministry of Planning
and Economic Affairs in 1966, illus-
trates. e e

GROSS AND NET EXTERNAL ASSETS
(Rs. Million)

Zud of Year 1957
Gross Assets 1,062
Short-termn liabilities 109
Net Asscts 953

1959 1961 1.9.62 ‘1963.

735 $32 504 462 35T
112 - 202 244 293 304
B23 330 © 260 169 - 47

- Bytheend of 1963 2 public ext_p.m'al
debt amounting to Rs. 424 million

ad been ifcurted, requiring maxi-

last part of the 1950's the Sri Larka i;ﬁﬁ_ﬁi,’déﬂt,_sgr__‘.—ice,.,o_ger._t_h_c next few.

authorities wete lrgely preéoccupied i

with tryifg to prevent too rapid a

10

rs of about Rs. 45 million shich is. -

R
i N
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equivalent to about 2.5 percent of-

© With the drastic fall in the terms of
trade and a rapidly deteriorating fo-
feign exchange situation the Govern-
ment was left with no alternative but
to resort to foreign borrowings, and.
if long ter‘_r:rj:ﬁ;_q;'rgwl_gg was insuffi=
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The Gross Public Debt of 8ri Lanka
at the end of 1976 stood at Rs, 17,659
million representing an increase of Rs.
3,095 million or 21% from the level at.
the end of 1975. During the five year
period 1972-76, the public debt has
risen by some g2 3.
~ Of the total public debt about 2897,
representing Rs. 4,968 million comprises
the Escternal Debi. Theesternal public debt
rose by some Rs. 1,263 million or 347,
during 1976. During the five year period
1972~76, it rose by about 155%. The
major component in the external debt is

COMPOSITION OF FOREIGM DEBT

MILLIONS OF RS

THE PUBLIC DEBT IN 1976

" “debt rose by 75%. About 6o% of the

Soutrce: Central Bank of Ceylon

Booa domestic debt in 1976 was owned by
£500 such captive soutces as the Employces
. Provident Fund, National Savings Bank
5000 and the Insurance Corpotation, and about
4500 25 % was owned by the Central Bank.
The Treasury Bills outstanding at the
4000 end of 1976 amounted to Rs. 2,700
million accounting for about 20%; of the

So gtoss domestic debt,

i Gross ~ Gross  Gross
2500 End of Public  Domestic Exterval
: Year Debi Debt Debt

2000 e RIS I 3

e CoMMaDITy LoANS 11 (Rs. Millions)
oon ‘/d . I97T ... 9,249 7,126 1,028
L :é.: e LR . B0 PROTECT LOANS 7 FOTRE 10}313 7‘926 2,303
7 / 1973 11,380 8,585 2,795
0 L 1974 12,380 9,400 2,974
967 68 Bo ‘70 7L ‘72 ‘75 ‘7 'T5 16 1975 14,564 10859 - 3,70§
: 1976 17,659 12,691 4,968

that of commodity loans which amounted
to Rs. 3,381 million or 69% of the toral
in 1976. Project loans amounting to
Rs. 1,524 million accounted for the
balance 31% of the toral. The main
soutce of commodity loans has been the
Consortium” Aid Group formed in 1967
undet the sponsorship of the World
Bank. The Consortium {comptising
some It countries) owned about yof]
of the external public debt in 19706.

The Gross Domestic Debt at Rs. 12,601
million aceounted for 729 of the total
public debt in 1976. It rose by Rs. 1,832
million or 17% during 1976. During the
five-year period 1972-76, the domestic

Trade

8¢i Lanka’s trade, in common with
other colonial countties, was cartied
on ptimarily with the eolonial power
and constituted mainly our primary
products; over go per cent of expores
bslonging to these items. After Inde-
pendence attempts were made 10
diversify sources of imports as well as
the countries to which Sgi Lacka
exports. Oae of the major attempts
at a shift in this direction at diversi-
fying d=p=ndence was the 1954 Rub-
bor-Rics Agreement with the People’s
R:piblic of China. By this an assured
mark st for one of Szi Lanky’s primary
products on a stabl: basis was guaran-
teed whilst simultaneously granting
an assured source of her staple food.

Syurces of imports and exports
“have bzen dramatically diversifi=d
over the last 10 years. Sti Larky’s
trade has shown significant shifts,
spacially closer ties with Third World
countries. The tabl=s on page 13 indi-
cate this dramatic shift between 1966

12

and 1975. China emerged the lzading
buyzr of Sri Lanki’s produce, pur-
chasing 11.5 p=r cent of total exports
in 1975. U.K. which was the prin-
cipal source for Sri Larky’s exports
in 1966, then taking nearly 25 per

cent of our products, had fallen to

third place by 1975, purchasing only
7.7 per cent of Sri Larka’s exports.
Pakistan has come up as one of Sri
Larka’s leading trade partners over
the last few years and was the second
latgest source for our exports, pur-
chasing 8.6 per cent of our total
exports in 1975, i '
Consideting the 20 major buyers
of Sri Larka’s products it appears

“that in 1966 only five Third World

countrics tock-merely 21.5 per cent
ofall our exports. By 1975 the volume
of expotts taken by Third Wozll
countries among the major 20, had
doubled. In the 20 were 1o Third
World countries which were taking
40.7 per cent of all our exports.
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There was also a rematkabls in-
crease in the number of countries to
which Sti Lanka’siexports were going
by 1975. In 1966 there were go coun-
trics purchasing  Ceylon  products
as against 125 in 1975. Most of the
additionz] 35 countries were from the
African, South and Central American
and Middle Bast Third World nations,

By way of imports too Sri Lanka’s
trade relations with the Third World
countries has grown rapidly in recent
years. Among the 15 main countries
from whom we obtained our imports
in 1966 the Third World eountries
supplied orly 34 per cent of our
imports. By 1975 the value of imports
from Third World countrics among
the fitst 15 had risen to 47 per cent
of all imports. In 1966 Sri Lanka
obtained her imports from 81 coun-
tries 25 against ¢7 in 1g73; once
again the new sources of supply bring
accounted for by the Third Wosld

countries.

By 1975 the pattern of imports had
also changed considerably and the
3 major food items of rice, flour and
sugar together with petroleum and
fertilizer accounted for the bulk of
out impotts.

Terms of Tré.df_:

Although Sri Larka has diversifi=d
her trade dependence, ithad not help-
ed very much in her terms of trade.
Price of imports have constantly kept
rising whilz exports have telatively
declined. Between 1960-1970, the price
index of 2all imports declined by 33
per cont whilst that of all impotts
rose by 68.7 per cent. The resulting
deterisration in terms of trade for
that decade was 43.2 per cent indi-
cating the extent to which Sri Larka’s
purchasing power abroad declined in
that decade, This continued, in the
1970’s; bztween 1970 and 1975, the
All Exports price index rose by 8o.5
per cent ‘whilst the All Imp~rt ptice
index increased dramatically by 31
pst cent,  Thus from a base yzar of
1960, the purchasing power of ex-
ports had fall>n by 61 per cent by
1975. We have 2 vivid example in
the cas= of tea, our major export
item. 'Tea acchunts for more than 5o
pet cent of Sri Lanka’s expotrt earn-
ings. While we increased our pro-
duction of tea and systematically im-
proved its quality over the years, in
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Technology

Justas much as attempts were made

to diversify dependence in the trade
field, there have been attempts at
dlvmmflmuon of tethnological de-
pendence over the last decade ot so.

The modern technological spec-

trum has bsgun to change rapidly

afterIndependence and with numerous
development plans.  Accompuanying
the new . dﬂmmpmmt thrust was a
divetsification of technological sout-
ees away from the British to the
Amecican, French, German, Japanese,
Sovizt, Crnrn.sc, Yugmh\, Czzxcho-
slavak, Rumanian and Indian sources,
This was facilitated by the new credit
lines niade available by these coun-
tries. Many of the industries, estab-
~ lished in the last few decs des were
therefore from non-British suppliers.
To take the state ssctor alone, such
non-British technology is now evident
in the Tyre, Stecl, Cemant, Flour Mill,
Ceramics; Patrolsum, Plywosd, PAPLI
and Textile factories which account
for a good part of the major siate
industries. The breaking of colanial
tics also resulted in the training of
engineers both at the post hm"_mu-
al"d unclf*r—gra.duatr= lhvc] in non-
British traditions. Engmecfiﬁg gra-
- dnates from countries suchas U.S.S R,
Poland, France, USA, Japan, East
and Wcst G‘rmaﬂy, Cru‘la Yugo-

stavia, India, Pakistan, Israel eic. man
many positions in today’s industrial
sector. In addition, many technical
personnel with British or Ceylon
University backgrounds bave had
practical training in many of these
countries as well.

Although - technological sources
have been diversifizd, the spread
eff=cts have not been much felt. Ths
imported technology exists in virtual
enclaves with much of their physical
inputs still coming from soutces
abroad. However, a gnod resetvoir
of trained technical skills have been
built up. In recent years, as a res-
ponse to the need to geperats em-

ployment, an attempt has bzen made

so-callzd  intermediate
forms of technol gy from the techno-
Ingical base of Incal craftsmen. Thus,
blacksmiths and carpenters and the
likz have been organised to make new
products with. the provision of new
technical inputs if and when the need
arises,

o develop

Social Development and
Income Distribution

Two of the main achievements of
Sri Lanka arcinthe fizlds of health and
education. Levels have bzen reached
in these ficlds which are comparable
with levels teachsd in countries with
higher productive capacities. (Sec

\

growth in Other Services, (sector II)
in the table below.

Free education has actually existed
in Sri Lanka, for one generation now
since 1945.  The number of enxoll=d
pupils has consequently tisen drama-
tically from a figure which stood at
onec ‘million in 1946 to nearly three
millioninthe 1670s. Papils at second-
ary lavels of education have increascd
four-fold during the p=riod and the
numbzr of university. students ten-
fold during this period. G'\ves:-lmcnt
cxp:*ldkture has also increased drama-
tically from Rs. ros.7 million in
1950-¢1 to Rs. sr2 million in
1969 - yo. ‘The numbser of teachers
over the same petiod 1950- 1970
increascd from 39,030 to about
100,000,

The education system ha had howsaver
been very much 2 colonial transplant
with courses largely not g:.—‘:arcd o
Iocal tequirements, Within the last
few years a fundamental reorientation
has been attempted in the education
ficld with courses and methods of

eaching geared to the local eaviron-
ment. -

Szi Lanka is one of the oft-quoted
suceess stories in the fizld of health,
with widespread attempts after the
second W ozld Wart to eradicate malaria
and install an islandwide Hcalth ser-
vice.

il

GROSS NATIONAL PRODUCT AT CONSTANT (1950) FACTOR COST PRICES

{Rupees Million)
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1959 w966 1967 1968 1969 1970 1971 1972 1973 1974 1975
Sector : : ; i
1. Agriculture, Forcstry :
Tlanting and Fishing 2,302.4 2,821.2  3,060.6 3,239.7 3,280.5 3,406.6 33112 3,478.4 3,387.6  3,558.3 3,601.8
z. Mining and Quarrying 31.3 2 37.0 37.3 ST o 666 G7.5 265.2  ~ 190.9 248.2
3. Manufacturing 6821  r,008.1 1,052,1 LI54.0 I5,2605 1,338 1,3789 1,400.% L,417.2 - T,350.4  I,401.5
4. Construction 282.9 293.2  350.8 457.8 §04.4 STh2 549.5 505.0 516.2 552.8 503.4
5. Electricity, Gas, Water
cand Sanitary Scrwccs 0.5 T3 2ty 15.0 17.6 STy 28.6 3L.0 31.3 2Fn 33,3
6. Transporr, Storage f : : ;
and Communications 540.9 791.8 7729 84835 900.6 915.2 20,3 987.6  1,018.7 1,053.7 1,100.1
7. Wholesale and Retail : !
Trade : i 8,00.8 11,1441 1,793.8 ‘T,245.0 71,3611  1,303.2 1,315.7  L,327.2 1,383.2 1,449.8  1,501.4
. Bunking, Tnsurance _ 2 o
- and Real Estate 50.9 83.0 . 99.6 1I0.4 113.7 118.0 1285 135.6 I41.9 164.9 183.6
9. Ownership of ; z : 2
Dwellings 200.6  272.8 263.1 201.8 290.9 301,5 307.4 312.6 318.1 344.4 350.0
T DublE R Blstion : > : ;
and Defence 301.0 306.5 388.9 432,4 4454 458.8 498.1 522.2 566.6 6og.1 645.6
r1.  Ocher Ser ices 727.6 992.3 1,012.4 11048 1,138.9 1,133.7 1,297.0 1,334.0 1,379.4 I,440,6 1,512.8
12. Gross Domestic ; :
Product e 5,930.0 7,854.4  B25409  B,036.7  9,368.6 9,770.5 09,7918 10,101.6 10,426.4 10,755.4 11,141.7
13, Net Factor Income " : : ;
3 from Abroad ., —35.7 ~36.1 ;  ~44.5 ot Sy —67.5 ~84.1 —G6.g =719 —~43.9 —24.9 —26.9
14. Gross National Product §,803.5  7,818.3  8,200.0  8,001.0 9,§01.1 9,686.4 9,724.0 . 10,029.7 10,382.5 10,730.5 10,114.8
Efstimatsr for 1972 #o 1075 are provisional Source; Central Bank of Ceyion

- Bcorvomic REVIEW, JANUARY 1977
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I- THE ECOROMY

The Economic Consequences of the Drop

in our Coconut Crop

Dnmeestic. Conaotoprlon
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TEA

Tea Prospects Bright

'Th= prospecis for tea app=at bright
for at lzast another yeat, Onz of the
majos factors in the cusrent tea price
baom was the drastic drop in produc-
tion of coffe> and stocks during 1976.
London’s Tropledl Products Institute
has forecast that the outlock for coffze
during 1g977-1978 still indicates “a
considerabls  shortfall in  soppliss,
which ave likaly to remain tight until
the turn of the decade”. Bxportable
production of .coffze has bzen esti-
mated at soms a4 million bags,
atound 1o million bags bel yw roasters’
lik=ly tequiroments during 1o77. Res
flecting the fortheoming global short-
age of supplics the demand by roas-
ters has continued to remain very
firm. ]

Thz local tea brokers summed up
the position at the end of 1976 on 2
jubilint note. Among the factors they
attributed to causing the affluence
that peevaded the tea industry in 1976

Production and Disposal

The incteases recorded in produc-

tion and disposal of tza in 1975 was
halted last year with the 17 million
kilogrammes fall in our corp in 1976.

were that ‘“‘the tight liquidity position

forced Packers and Wholesalers to
adopt a “wait and see’ attitude with
regard to stocks. This boomeranged
when crop from the major producing
centressuffzred acueely due to drought,
lind alienation, non-application of
fertiliser and incteased interpal con-
sumption in Indla and Indonesia.
This pressute baiit up and gradually
enveloped all buyers as the yeut pro-
gressed, It was also evident that
global consumption irccreased by

atound 49, whilst production tose by
oply atound 39, Other factors that
made an impact on tea prices were the
increased consumption of tea in the

oil- tich nations and the boycott of .

coffee by US consumers, owing to its
prohibitive prics”,

Tea prices zoomed to unpreceden-

ted heights and a new price level was
established. = Twelve records were
notched as against ninc the previous
yeai. ; 7

The catalogue of Sri Lanka’s new
tecords for the year 1976 reads as
follows:

(1) Highest High Grown Gross Avetage 2 Re. 5.63 per kilo

(2} e Medium Grown Gross Average Rs. 8.7z per kilo

(3) .. Low Grown Gross Average : Rs. g.27 per kilo

(4) . ., Total Offerings Gross Average : Bs. 0.21 per kilo

(5) ., High Grown Tumover : Rs. 636 million

() ., Mediom Grown Tumover Rs, 533 million

(7 . Low Grown Tumover Rs. 504 million :
(%) w  Total Offerings Turnover -t Rs, 1,693 million i
(o) o Rccor(ll price of Rs. 460/- per kilo for 2 FBOPF Supcr Silvery Tips
. Special, ; ; : : =

{10) = 'R?ecm-d price for a Dimbula BOP of Rs. 18.50 per kg.

£l

(11) ; Record price for 2 Dust I of Ra. 21 per kilo,
(12) Highest-ever Weekly Averages of:

(a) Rs. 11.81 pet kilo for High Growns on 5-18-76.
(b) Rs. 10.97 pet kilo for Medium Growns on 31-8-76.
(c) Rs. 10.81 pet kilo for Low Growns on 23-11-76.
{(d) Rs. 11.08 per kilo for Total Offerings on 21-12-76.

Production and disposal of  Sri

three previous seasons were as fol-
lows: :

Annual Crop

‘Of:eed in Colombo Auctions’ .(-cxcludi;{g
teprinted teas, sampling allowance and

withdrawals) S
Shipped to London Auctions
Tatal Shipments from Sri Lanka

1974 1975 1976
(in Million Kilos)
211.2 204.0 213.6 196.6°

973

186.0 177.8 193.0 ~ 18L.7
21,0 P S e 14.3
251.1 375.2. % 2ra.s 196.9

Prices Increase

© The increase in the average price
of tea last yzar, over that of 1975,
amountad to Rs. 1.67 per kilogram-
‘me. The increase in 1975 over that
of 1974 was only cents 28, :
Net average prices per kilo for teas
sold in Colombs Auctions during
the last four years were as follows:

NET SALE AVERAGES

1973 1974 1975 1976
: (it Rupees per Kilo)
- High Grown ... 4.61 6.11 6.25 8.06
Medium Grown... 3.88 5.51 §5.78 7.45
Low Grown ... 3.97 5.88 0.35 7.82
 Total Offerings.,,. 4.17 5.84 6.12 7.79
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U.K. Tea Impotts

A significant feature in the importts

-of tea into UK. was that Kenya over-

took Sri Lanka as a*supplier to UK,

in 1976. Another striking feature was

that U.K. turned to several new sup-
pliets for increased supplies in 1976
among whom were China, U.8.5.R.,
Argentina and Malawi. Of the ap-
proximately 225,000 metric tons im-
ported into UK. about 1o to 129
was re-exported, the largest amount
going to Japan {ollowed by Canada
and.the continental countries France,
Sweden, West Germany, Ltaly, Nether-
lands, Denmark and Norway.

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

Particulars with regard to the

Lacka ctop as compared with the quantitics of tea imposted into the

United Kingdom during the period
January to December 1976, together
with the comparative figures for the
same petiod of 1975, according toa

leading broker’s report arc shown

_below :
JANUARY/DECEMBER
(in Metric Tons)

- Lmports from— 1976 1975
India S e DT regi
Bangladesh .., Shei 710,905 6,878
Sri Lanka Gt zBisan gg aGw
Indonesia - ... 8,182 8,419
Kenya e 200502 s 266
Uganda G n ey 6,744
Tanzania . .. TagAg R e
Walawi s 16,418 13,284
M e e 348 277
Mozambique 9,735 8,677
T R R 1,983 1,720
Other Africa s 3,393 3,600
China 7,969 5,648
Taiwan o 974 - 637
- Argentine .., 9,584 6,753
Brazil - 799 469
Netherlands 403 1,733
;558 5,003 4,856
Papua, New Guinea - 1,761 = 1,976
QOther countiies ... Wil T

Total impbrts : .2_24,612- 213,361

- BcowoMic REviEw, JANUARY 1977
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- exchange labour (attam) and shate-

" cropping (ande) reduccs the con-

tent of the social relationship

bstween the employer and the em-

_ ployee (or the pattners) into a

msre cash nexus and disrupts the
“traditional social fabtic.

All these processes, with their atten-

dant discaption of the traditional
“sheial relations can be scen at work in
' D:lumgoda. go actes of land border-

ing the adjoining village of Hiddaula .

was claimzd by the colonial state and
was convetted intoa tea plantation in
the late 19th centuty. This reduced
 the land area the village eould have
_ possibly extended to. But it also
provided employmant for some of
the village poor. Buying and selling

of land srarted in the mid-nincteenth .

cantury, alienating the poot from the
fand and tending to further con-
cantrate the land in the hands of the
affluent. The land records are full of
instances of motigage, lease and out-
right sale.

A single non-resident family group
owns 19 actes of paddy land and

over 5o actes of highland. 55.7%, of .

th= hea Is of houscholds in the village
do not own any paddy land. Nearly
~ half of them however, possess culti-
* vation rights as they work as share-
croppers for various landlords. 69%
“of the heads of households donotown
any highland (defined as non-jiti-
gated lant excluding house and
~garden). The ownetship ‘of houses is
mote widespread, with only 19% of
the heads of households having no
legal title to their houses.

Agriculture, especially in the past
* decade, has bacoms definitely market-

siented, 'The old division between
the commercial ctops and the sub-
sistence crops no longer holds. Rice,
the subsistence staple par exvellence,
has also bacoms 2 major commercial
‘ctop.  Even the poorest shatre-
ctoppets, who do  not produpc
enough rice for their own subsis-

tancs s=ll their grain in the market.

Th- balk of the product going tothe
mirkat howsver,” comes from the
affluent landlords.

In exchange rclations, with the

exception of the shate-cropper-land-

1hed telation, money dominates. The
villigers have b:come consumers
‘inextricably linksd with the national
sarket,  Batter has disappeared,

s

except in those cases where it repre-
sents a monetary relation in content.

In production as well as in consump-

tion, Dslumgoda has bscome inte-
grated in the global economy. All the
cultivators in D :lumgoda use modern
high-yielding  varicties of paddy,
which require cxpensive inputs such
as fertiliz=r and insecticide, Th=ex-

tent of mechanisation is very limited. -

Inspite of this, paddy agriculture has

‘become increasingly dependent on the

inputs coming from outside. In con-
sumption 100, the villagers are heavily

dependent on the commodities com-

ing from outside: fice, flour, oil,
sugar, clothes, manufactured pro-
ducts, etc.

The employment siructure also
indicates the increasing integration
with the national cconomy. 21%, of
the heads of houscholds (consisting

‘of school teachers, supervisors and

uthan workers) ate employed on a
regular basis in the modern sector

~and earn monthly salarics.

The paddy cultivated atea has te-
mained nearly static since 1891, It is
possible that the slight inercase indi-
cated-in  Table T is due to better
recording methods, rather than toany
actual increase in the paddy acreage.
The shift from singls cropping to
doubls cropping, which occurred
neatly twenty y=ars agn and the
application of labour-intensive me-
thods, such as transplinting adopted
more recently, would have definitely
made the villige economy capablz of

absorbing more labsur units than it
searlier did. But the lzbour absomp-
tion capacity of agriculture, in paddy

cultivation or in the culdyation of
other ctops is necessatily limited.

- Delumgoda would have passed the

capacity of providing emplryment
for all the me=mbezrs of the village

Iibour force, in agriculture and re-

lated occupations, at least two de-
cades aga. = ;

Th= primarily agrarian economy of

- D:lumgoda, becomes incapable of

TABLE I

Population Growth and Atea of Paddy Cultivated in Delumgoda

188 1891
- Population ... .. 228 186 223
Paddy land in acres ... 37.5 38.5 —
Paddv land :
Populauon - . Syhi o —

1001 1911 1921 1031 1946 1953 1963 1.97.1.

255 254 333 379« 417 313 683
sl die Gt L
iy — — e ._08 ofb

Sources: Census Repof.‘ﬂ, unpublished records of the Depari;mﬁi
of Censts and Statistics and Lawrie (1896 358).

* In the pariad 1901-1974, the popu-.

lation of D:lamgoda has increascd

threefold, In the intef-cansus period

1946-1953, the tate of imcrease was
12.7%,; the growth ratc for the decade
1953-1963 is 22.4%; and the highest
growth rate is for the el=ven-year
patiod 1963-1974, which is 33.0%.
The very high growth rate for the
1963-1674 period is not entirely due
to the maintznance of high feetility
tates, bat primarily to ‘migtation’

into the villige, A numbzr of Land-
less families from the adjoining

village of Rabbagamuwa, moved into
the villige and occapied some land
owned by the gnvernment in the rcle-
vant period. The declining fertility
trend emerges however, from the age
pyramid. Th2 age gronp 10-14 is
the largest with 87 persons, followed
by the age group 5-9 consisting of

81 persons. The drop is sharp-in the -

o-4 age group which includes only
64 individuals. :
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supporting the growing populition,
which is a result of the historically .
maintained high fertility rates, supple-
mented by the declining mortality
rates. If the m=mbers of the labour
force are to bz employed, it brchmes
imperative to create emplsyment

‘opportunities in the non-agrarian

scetor, either within or outside the
village. :

~ Such a programme would require
2 high degree of capital accurnulation
which in the last analysis rests on the
amount of the sutplus extracted and
the ways in which it is disposed of.
Baran has demonstrated the avail-

ability of two vatieties of surplus in

the underdeveloped eountries (i) the
actual surplas and (i) the potcﬁtial
sugplus. (Baran: 1957). :
A past of the actual surplus is
directly expotted to the international
mateapolitan centres and the rest is
conspicuously consumed by the uppes
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figures, as the tendency is particularly
pronounced in Delumgoda. Farther,
a comparatively higher proportion of
women. seem to remain unmarried,
“even in the age group 4o-44. It is
likely that this is due to a number of
factors:

(i) The figures that pertain to the
Zone inclade the population
living on the plantations. The
socip-econnmic structure and the
* cultural valuss among the plin-
tation workers are quite distinct
from those of the Kaadyan
villagers. In general, the plan-
tation worksrs tend to marry
_catly and it is possible that the
data pertaining to them has
raised the general proportion
. of married women,

It is obvious from the zonal
fizures that the rate of increase
of the proportion of unmatried
womsn in the age group 20-24
between 1963 and 1970 18 22%.
If one assumes a linear trend, by
1974 the proportion would have
increased to 70.9%, which is
closer to the proportion of

(i)

women nnmarried in D:lum-

goda.

The Kandyan areas aze hinterland
communities, in relation to the
" coastal areas in the Western Pro-
vince. ‘The process of under-
development is most pronounc-
ed here. Since the employment
opportunities in the non-agrarian
sector are at l=ast available in the

(i)

Kindyan villages, the propor-

tions of women unmartied also
may be high.

The nationwide decline in the
ptoportions of women unmarried has
also b2en explained in relation to
purely demographic factors. Fer-
nando (197s) for instance, has attri-
‘buted it to an imbilance in the sex
ratio of the corresponding age groups.
Thus in 1971, there were only 81.1
males per 100 females (relevant age
group being 15-29 for females and
20-34 for males), The figures for
Delamgoda are comparable; for 100
females in the age group 15-29, there
are 82.1 males in the z0-34 age group.
No doubt, this imbalance has con-
tributed to the problem, but neverthe-
less it does not casually explain its
existence. [If the problem is entirely

due to the imbalance one would

expect a higher proportion of males
in the relevant age group to be

24

martied. In Delumgoda, in the age
group 20-34, 23.9 of men arc married
by comparison, in the age group
19-29, 22.3%, of women are married.
The difference is too marginal to

“wareant an explanation based onan

imbalance of the sex ratio.

TABLE 1V

Average number of children ever born
per currently married women by
age pgroup and social class

in Delumgoda, 1974
15-24 25-34  35-44 45774
LAl o 1.6 5.0 6.0
Class 1T - .., o 2.2 4.0 6.2
Class IIT ... 1.0 3.6 7.z 8.1
Class IV .. o o 5.5 7.0
Class Moo 00 1.0 3.9 5.7  10.0

Class I consists of teachers, supet-
visory workers and other salaried
white-collat employses who often are
land owners. In this class, the age at
marriage is high. The young women,

whose parents hold the above posi-

tons, ate forced by social values to
get married to males with regular
employment and a monthly salary.
The bridegrooms of this stratum ex-
pect a dowry, especially if the woman
is unemploy:d. This creates prob-
lems particularly in those families
with a numbzt of daughters. The
marital fertility rate in this stratum
is also comparatively l>w.
parents expect their children to com-
plete at Is=ast their secondary edu-
cation.” They also tend to attend the
bstter schools located outside the
village, which implies daily com-
muting by bus.  Moreover, the
children of this stratum do no agri-
cultural work. They start earning
only in the mid-twenties. The bzne-
fits coming from the state welfare
system are mote than offset by the
heavy expsnditure involved. The
members of this class ate strongly
motivated by an ideology of social
mobility, - Seen in terms of this
ideology, a large family, though one
is capabl: of maintaining one, does
not make much sense. ;

The:

Case A: MG], 2 school teacher is 35 years
of age. He was born to a family of land
holding cultivatots and attended a govern-.
ment school 6 miles away from the village.
He joined the Education Department as a
teacher, after. completing his secondary
education and entered a teacher’s training
college later, ITe married MA, also a school
teacher, whom he met at the teachers’ train-
ing- college. It is a cross-caste unios.
Their joint income in the form of salaries
received, is in excess of Rs. 750/- per month,
MG] has not yet inherited the land due to
him from his father as the latter is still alive.
Last year he purchased § an acre of paddy
land, which is given out for share cropping.
He obtains around 40 bushels of paddy per
annum, a8 his share. :

MG ] marricd 5 years ago, when he was 30
years of age; his wife was then 27 years old.
They have two children, 2 boy aged 4and a
girlaged 2, Ile would like to have another
child, but not as yet. He is also thinking
of moving closet to Kandy when his childrea
grow up.

MG] is aware of family planning techni-

" ques, but has relied mainly on natural met-

hods, No child of this family has died in
infancy, :

Class IT consists of owner-culti-
vators who are rot compelled to sell
their labour. ‘They own plots of
paddy land and highland which
provide them with a sufficient
income to maintain their way of life..
In this social class too, the age at
martiage is comparatively high. The -
younger members of this class are
also education-oriented, but their
chances of getting employment are
not as high as those of the former
class. Their parents do fiot possess
the same influence as those of Class I,
in rural society, to find them employ-
ment.3 When' they get employed in
the modern sector they tend to get
less prestigious jobs in spite of their
educational accomplishments.  In
secking partaers, the young women
of this class ate not entirely motivated
to find one with regulat employment
and a monthly salary. But they are
unl’kely to get married to a rural
worksr with no land. The marital
fertility in-this class is Jower than that
of Class I, but is bigher than the rate
that pertains to the ponr peasants and
the rural workers. Thz children of
this class are not as alienated from

3. The state is the majot employet in Sri Lanka’s modern sector. The recruitment into these
much-sought-after positions in the state and the semi-state sector, de jure occurs on the
basis of metit. However, in the de facto recruitment procedure, political influence plays

* a highly impottant role. A recommendation from the local representative to the State
- Assembly, is thought to be necessary to obtain many jobs in the state sector, Only the
people with sufficieat infinence in rutal society ate capable of getting these recommeni~

dations.
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employment, evenifhe is a blue-collar
work=r. This raises the age at mar-
riage and the proportion of young
- women unmatried in this category is

_high.

Marital fertility in this class is closer
to that of Cliss I. Since the urban
workers are l=ss agriculture-oriented
than the other agrarian strata, chil lren
‘are not important to them as labouar
units in agriculture.

~ Case D: DGW (aged 38) is a Police Cons-
table, attached to the Kandy Police Station.

 He commutes for work daily, He owns half

. an acre of paddyland, a house and a garden.
The paddy plot is cultivated by means of
wage labour and he obtaing approximately
50 bushels of paddy per annum. His salary
is Rs, 4o0.f- S

He married LGB (now aged .36) from

Kandy, seven years ago, They have three
children, two boys and a gitl, respectively
aged 6, 4, and r.None of the children are

yet old enough to attend school, DGW is -

conscious ‘of the butden of having a large
family, When his children grow up he will
have to invest in their education. Moteover,
since the land owned is cultivated by wage
labour, the children are not important as
labout units. s

DGW is practising modetn family plan-
ning methods; he obtained advice from a
doctor attached to a rural maternity hospital
six miles away. No child in this family has
died in infancy. 3 :

Class V consists of tural labourers
who possess no rights ovet productive
land and who entirely depend on in-

come from wages for their sustenance,

This excludes the share-croppers and
templz tenants who possess some
form of right over land. The m=mbers
of this class are rural labourers, who
wotk in the paddy fi-lds and the
high Lind. They are also engaged in
various unskilled tasks such as carty-
ing weights and assisting skill=d wozx-
k=rs of certain categories. Their em-
ployment is of an irregular nature and
- they are fully emoloyed only at the

eaks of the agricultural cycle. The

‘paucity of demand for their labour in
the village has-driven them to be-

come migrant workers and some of -

them travel to the Norith Central
Province in the planting and harvest-
ing seasons.

- In theix value-orientations they are
not very diff:rent from the poor pea-
santg. Their children attend only the
primary school and many of them
drop out. Though the Government
schools do not charge fees, the cost
involved in baying books and dress-

ing the children properly is exotbi-

tant in comparison to the income.
‘The investmant on children is low.
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 Conclusion

On the contrary, just as in the case
of the poor p=asantry, in manipulat-

ing the social welfare system the

childten bzeome valuable assets.

Honee, the marital fertility tate is

high. ]

Th= age at marriage Is comparative-
ly low in this cliss. A gitl cannot
expect to marty a man with regulir

~emplyyment ot a land-owning culti-

vator. Dawries are not expected nor
given. As soon as a young man is
capable of getting repular employ-
ment, if he has no mijor obligations
to his patents and siblings he is in

2 position to get married and fre-

quently does so.

Case E: KMA (aged 41) is a rural Iabourer.
He owns no land; the hut which he occupics
stands on a plot of land owned by the aristo-
cratic land-owning family. He does not pay
any monetary rent, but he is expected to
work on his landlord’s fields in the peak
seasons, without payment. He undertakes
any irregular cmployment that comes his
way, both agricultural as well as non-agri-
cultural, When he works on the paddy
fields, he receives Rs. 5.00 per day plus tea
and snacks, He is not given food when he

“works on the highland or when he is en-

gaged in non-agricultural unskilled work.
Mostly picce-rates ptevail and the wage is

-negotiated, His wife, TGB (aged 38), also

wotks for wages when she can find work,

- which generally happens in the peak periods

of the paddy cultivation cycle.  She earns
Rs. 3.00 to Rs. 4.00 per day when she finds
employment.

KMA married TGM in 1955 when they
were tespectively aged 22 and 19. She came
from Delumgoda itself and is a callificatory
cross-cousin of KMA. TGB gave birth to
nine children but one died in infancy. The
age distribution of the remaining eight
children is as follows: 18, 12, 10, 8, 6, 5,
4 and 1. The two elder daughters did not
attend school, The son aged 10 attended
primaty school but dropped out after com-
pleting only grade 2,

The grown-up girl does not earn any
money, but spends her time looking after
her younger siblings, KMA thinks that the

‘numbet and the sex of the children is deci-
ded by Karma. ~ But he is more concerned
with the sex of the children than with theit

numbes, If his first born had been a son,
now he would be in a position to lessen his
father’s burden. His second born had heen

‘a son but he died due to KMA’s Karma.

KMA is awate of family planning methods,
but is not convinced of the benefits that these
methods could bring him. :

“The decline of ferti]jty in StiLanka
is directly .associated with two fac-

tors: (i} very high propottions of un-
‘martied women in the 15-29 age

group, and (ii) a general decline in
the marital fertility rate. In a social
system, where pre-marital sex is
highly disapproved of, the fertility of
these unmarried women is near to
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gero, which contributes to fertility
decline of the general population ina
most significant way. I demonstrated
the causal relationship between these
high proportions of unmartied women
and the wunderdeveloped economy,
which is incapable of generating
sufficient employmant opportunities.
The decline in the marital fertility
trend has two observable features:
(1) Th: rate has declined in relation
to all the classes, which partly results
from the declining rates of infantile
mortality and partly from the low
capacity of the economy to absorb
labour, which reduces the importance
of the children as labour units.
{b) The differential rate of decline in
rclation to various classes tesults
from the operation of secondary vari-
ables such as the high investment in
children the affluent engage in and
the manipulation of the welfare sys-
tem on which the poor rely. '
Ths declining rate of fertility in
Sti Lanka, cannot be explined in
terms of the standard demographic
transition theory, which assumes sus-

tained economic development as its

base. The service sector in Sri Lanka,

the transpott system, the communi-

cation network, the education and the
health setvices have definitely made

‘some advances. But this expansion

is heavily, sc;_:vic&oriented, swhich
implies that the bulk of the popu-
lation is still engaged in the agrarian
sector and their real income has re-
mained static or is even decreasing.
Th= expansion of the service sactor is

ot 4 sign of economic development

but a structural incongruity of the

‘economy which in itself is a facet of

underdevelopment, Sri  Lanka’s case
demonstrates that even the perpetuat-
ion of underdevelopment, given a
certain degree of expansion'of the
service sector,can generate the neces-
sary conditions for a decline in fer-
tility. :
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- class social worket, after complain-

ing that social movements never reach
the villages (the “real I1dia”), sud-
denly break in with, “But how they
breed, babi!”” A large section of the
lower middle class has also been
~ brought up to bslieve that the prob-

* lem is too many children. Landlords,

meanwhile, can frecly usc this cliche |

to disclaim responsibility for the
misery of their labourers.

‘Tt is doubtful if 11dia’s more sophis-
ticated rulzrs really belicve the ideo-
logy. There are too many Tqdian
agticnltural experts saying that India
could doubls its food production
with relative easc; even the Califoraia
Farm Bureau has estimated that if
Iadia had rice yiclds at the level of

Japan it could easily feed all of
South Bast Asia. :

But real agricultural development
would involve both investment and
large scalz mobilization of human
labour power; it would have to be
part of an integrated program that
would both build an internal market
‘and provide work for the masses.
But this is not the development policy
that the government of India has
been following. Increasingly since
the Emergency, in spite of rhetoric of
self-reliance, the emphasis has been
on production for export, ‘and reli-
ance on Western multinationals and
production co-operation ventures with
the Soviet Union to push industrial
growth. According to K. N. Raj,
a leading Indian economist, this is
simply the “Brazilian model”, which
requires a relatively small but ““dis-

 ciplined” (i.c., tepressed) labour force..

There has been resistance, howevet,
to compulsory family planoing in
India. Most of this has been spon-
taneous, for with threat of arrest
under Emergency tegulitions no poli-
tical party has bden able to organize
opposition, though the Muslim Lea-
gue has spoksn out most strongly
against it. Th= greatest clash occurred
in April 1976 in Delhi, when thou-
sands of Muslim, Hinda and Sikh
" slum dwellers rioted, angered. both
by compulsoty sterilization and by
the levelling of a long-established
slum colony. : (o

T4 the end the government drive,

which hit jts peak in the first months

of 1976, subsided, In spite of specu-
lation about a national bill for com-
pulsion, this was rejected and police
are no longer being sent around. ;
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_'Some. Proposals for Effective Management

of Public Corporations _

Ranjith- M. Withana

Public Corporations have come to play

anincreasingly important rolein the national
-economy and changes in their organisational
Sform and interpal management practices,

with @ view lo improving theiv performance,

are desirable today.  In ihis paper M.

Withana, who is General Manager of the

Cuoylon Tyre Corporation and was: earlier

Management Consultant aé the Academy
of Adwinistrative Studics, focuses atien-

tion an these isswues.

The important role Public Corpo-
rations play in develping countries

like Sti Lanka, which is committed

to a policy of direct integvention and
control of the national economy by
greater involvem=nt in manufacturing
and trading activitics, is clzarly evi-
dent today. The question as to how
far the state should intervene in manu-
facturing, trading or similar activities
is now, in mnst develyping countries,
only one of degree rather than of
principle.

The present form of the Public

Corporation in Sti Larka is based
on the British model first established
in U.K., by the Labour Goavernment
of the 19405, as an instrument for the
state’s intervention and management
of some of the important manufactur-
ing and service industries. In 3ri
Lanka, Corporations were set up on
the same lines, on the recommen-
dations of the Commission on Go-
vernment Commercial Undertakings
in 1953. This Commission examined
the most desirable manner in which
the industries and seryices sct up
during the s~cond W rld War should

be run. The requitement for the

enterprise to be relieved of close
Treasury control on finance and
personnel procedures and = have a
commercial organisational framework
whilst bzing subject to ministerial
control and’ public accountability,

were ideally m=t by the then estab-
lisked British Moarrisonian type Cor-

poration. 'Th= State Sponsoted Cor-
oorations Act No. 19 of 1955 was

‘the outcome of this Commission’s

recomnmendations which provided for
the running of these industrizs under
this type of Corporation. Th= State

Tadustrial Corporations Act No. 49

of 1957 which was enacted later,
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_ptocedure for pricing,
powets, composition of Boards etc,,

provided for new Industrial Corpo-
rations to be sctup as well as to
manage those established under the
1955 Act. Most of the present indus-
trial  Corporations such . as Steel,
Cement and Tyre are managed and

- opetated under the Act No, 49 of

1957 i
There ate also a number of Cor-
porations set up under separate Acts
including some industrial under-
takings such as the Petroleum Corpo- -
ration, the Milk Board, the Iisheries
Corporation and Ait Ceylon. These
goflect orly certain diff:rences in
capital structure, auditory provisions,
borrowing

compared to the provisions of the .
Statc Industrial Cogporation Act.
However, with the enactment of the

" Finance Act No. 38 of 1971, Part II

Financial Control of Public Corpo-
rations, the provisions for financial
control and allied matters are now
uniform among all Corporations.

This paper makes certain proposals
for cffective management of thesc
Corporations based on my present
brief experience as a practising mana--

- ger in an Industrial Corporation and

my continuing interest in such organi-
sations as a student of mapagement,

* It is'my intention to focus attention

mostly on the Induastrial Corporations
because, firstly I'bave within a short
period obtained some basic infor-
mation and data on some manage-
ment practices and approaches in
these Corporations. Sccondly sirce
they comprise a gtoup with a sizeable
capital investment which is invelved
in manufacturing and activities using
modern technology they present inte-
resting demands on management; and
since the organisational form and
statutory provisions for general con-
trol and operations are basically
identical among all Corporations, a

_discussion centred arcund Industrial

Corpotations would, 1 feel, indicate

the general applicability of such

issues to all Corporations.
B=fore examining the proposals for

eff:ctive management, I feel it is neces-
sary to briefly indicate the significant

tole the Corporations play in the eco-
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is gencrally the sames The capital is
generally owned wholly by Govern-
ment and the Board is nominated
by the Minister. Though this form
of organisation has worked satisfac-
tozily possibly in the developed conn-
trics inspite of their operating in some
casss under monopolistic conditions,

because certain public opinion, cflec-

tive consutner pressures have ensured
that the interests of the covsumers

arc met. The same cannot be said for

Corporations in developiag countrics

and though the intarcsts of the fwidei

public’  which  implies mose the
national intseast and public account-
ability are met by closer Ministerial
20d Governmenizl control, it is clear
from experience that the intesests of
the limited public, namely consumers

of the products and services have
covered.
Thercfore, my proposal is for the

aot  been satisfactorily
represzatation of th s consumers in
_ the management of the Corporation,
by issne of not less thao 259 of the
capital in the form of preference
shares, to. the consumer group. By
this automatically there would bs
~ provision for proportionate repre-
sentation on the Board and for these
Board members to be elected by the
consumes sharcholders. A spscific re-
quirementshouldbethataBoar d repre-

sentative hefore election should satisfy

the Minister and the shateholders that
" he has no political affiliations. This
of course has to be exercised mote in
spirit than ia law and the main objec-
tive is to engure that the interests of

the consumer are represented in the-

management of the Board which
1 consider a very important measure
for improved psrformance.

Tn fact the first eaactment, namely,
the State Sponsored Corporations Act
. No. 19 of 1933, has provision for

jasue of limited shares to outside
shareholders. S .

The preseat form of the Board,
apart from the above mentioned short-
coming, does not in my opinion fuac-
tion as a very effzctive plaaning group.
T will be mentioning clsewhere the
importance of planaing and the nead
to have a corporate stzatzgic plaa for
the Corporation for a period of 3
years o mofe which would enable
the Corporation to relare its growth
and development on the basis of this
cotporate plan. ' =

In view of this, it is important

that the Board as the policy making

hody eff=ctively excreizs the planning
¥ 7 S &

30

function for which there should be as
far as possible two full-time working

diractors; one for Binance and the

achnical.  These could bz
ers who hold execative

othes
careor offic

positions and could be heads of the -

relevant © departments. Elsewhere,
T will mentioa the impostance of

building a specialised . compstent -

management group who. would be
able to moye from Corporation to

Corporation at this level, It should

be noted that in other countrics, spe-
cially in UK., the Board consists of
of a small propostion of full-time
m=mbars in addition to part-time
membsrs, Iadia also, after the Cor-
porations wete sct up, had a specially
selected and prained poolofadminis-
trators and ranagers for the manage-
mant of Corporations, This proposal
would also enable the Corporation to
ensuse 2 certain eontinuity of Board
palicy in the light of possible changes

in Boards with the change of govern-

ment. .

Bramework for
Governmental Coatrol

The lack of definite operational

objectives for Corpotations, other
than a general statement of objectives
in the Corporation Acts, has left the
financial and economic obligations of
Corporations someswhat vague even
in UK., until the 196t and 1967

White Papers on ‘Financial and Eco-
- nomic objectives of Nationalised In-

dustries” were published.  These
clarifi=d the objectives and since then
in U.K., spacific performance targets
in terms of firancial rate of return
and profits are sxpressed every year,
Thase White Papers, apart from
stating that revenue should cover
oparational “cost also exphined the
Basis for meeting financially unrema-
nerative but socially beneficial acti-
vities. Some of the provisions of the
Finance Act No. 38 of 1971 intro-
duced hers cover these aspects and
this was the first occasion that some
clzar statement on the expacted finan-

cial parformance was stated. Even so,
it has not enabled the Government

with prior consultation with the Cor-
porations to decide on specific targets
of profits ot return on capital or cost
of the products, cxcept that cach
Cotporation according to this Act,
is expected to prepare an annual bud-
get and forward it to the supervising
Ministry and the Treasury. Any devia-

tion fiom these budgeted costs and
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profits have not been scrutinised by
any of the overseeing authorities like
the Ministry, the Treasury or the Plan-

- ning Ministry and no action taken

for such deviatinn, Therefoze, one
of my specific proposals is that
annuaily an agseed target of profits,
the teturn on capital and cost
structure, ba published on the basis
of a critical evaluation of the budget.
This would enable the performance
to be teviewed in relation to this
defiaite parformance indicatois. :
Similar to the requirement to sub-
mit to the Ministzr the annual report
and annual accounts by the Board,
thete should be a statutory require-
ment for the Board to preseat each
yeat, 2 Corporate plan of the ente:-
prise which spells out its progtamme
of product improvement and techno-
logical develypment, contemplated
expansion, markst opportadity etc.:
A corporate plan is generally an ote-
grated plan of the diffzrent functional
aspects of the enterprise which hasus
its main purpose the examination of
the economic envizonment of the Cor-
poration both local and foreign, the
essential characteristics of the indus-
try, its development matket and trends,
future oppottunities and risks, and

_strengths and weaknesses of the Coz-

poration in relation to extetnal com- :
patition—competition not necessarily
in the local market but in the South
East Aslan region in view of the con-
certed effsrisat exports and the idea of
regional  industrial  development

among the Governments of the
region. Though there is provision

for tabling an annual report on
the exercise, discharge and pecfor-
mance by the Corporation of its
powers, functions and duties during
that year and on its policy and pro-
grammes under the Finance Act 18
of 1971, generally it is secn that this
doses not cover the requirements of

“swhat T propose regarding a cotporate
# g

plan.

This measute would also to a lagge
extent ensure continuity of Boatd
policy, even with the change of
Board  bicanse  fundamentally a
Corporation bas to work within an
already prepared corporate phn, 1
would refer later on to a bhrief survey
on asp=cts of minagement in Iadus-
trial Corporations I had done, and it
is significant to note that according
to this survey none of these Corpo- .

sations have a corporate planning

division, . .
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Lanka wheze inflation is due more to

- the ‘imported inflation” it is the duty
of the management to contain price
increase to levels not beyond that
contributed by the increased compo-
nent of impoited mategials. It is
thetefore, suggested that the National
Price 'Commission or the inter-
ministerial body of officials suggested
earlier should, with competeat per-
snnnel, examine this aspect thorough-
Iy b=fore any price revision is approv-
ed by the Gavernmcnt

M::aaures for Effective Manage-
ment Within the Orgau’isation

A Corporation is like a normal
basiness entity except. that cesiain
decisions ate outside areas of manage-

ment discration. Even so when one
looks at the ‘corg’ of its operations

the more eff sctive and proven internal
managemsnt approaches and methods
of successful bu smem firms could be
used.:.

1 have outlined two of them earlier,
namely the need to have a cr)rpora te
phnnmg division and a ‘Rescarch and

webpmﬂﬂt ot ‘Product Develop-

ment’ division. Tha creation of such

divisions and thereby giving impor-
tance to these functions is a funda-
ma=ntal requitement when one con-
 giders the commercial practices of

. most successful caterprises i the

world, The magnitude of the Opeta:
tions and the technologies that are
used today all point to a d H”utc
indication, that thess two functions
should form a part of the inteenal
- management Processes. :

Productimbrovem=atand consumer
‘services ave the cornerstancs of any
~ successful commercial organisation.

Hoywever, it is common knowledge.

that most Cosporations hesc do not
- give sufficient importance to this
aspect. In fact my earlice proposal
to have certain representations of the
_consumer group at the Board should
initiate the nPc:swry management
- practices to give wcwhtage to these
«lSPCCtS

Ia this context T draw attention to
the results of a limited survey on
some aspects of management of Indus-
trial Corporations I had conducted.
This study revealed that—

() None of the Corpotations had a
- Corporate Planning Division,

2

()

" that t‘nc Flzad of

(i) Only 1/ of the Corporatmnn had «
Planning Manager or a Plannmg

" Group.
(ill) Only 1/3 of the Corporanons had a

“Technical Development’ or ‘Pro-

duct Development’ division under

‘a Senior qualified manager,

Though over 3/4 of the Corporations
stated that they had machinery to
deal with customer cemplaints or
quality defects none of these have
been taken up at Board level.

Managemes._t of a_c:)mmcrcml erter-
prise requires a very good control of
its finances and thercfore it is impe-
rative that its higher management bz
hoth competent in financial manage-
ment a8 well as place the necessary
emphasisto thisfunctioninthe manage-
ment of the enterprise. Vast steides
have been made in the buasiness worl:{

in the transformation of the conespt of

finance from me=rely financial account-
ingto thatofa more dynamicfinancial
management. I have
“the Finance Division
should ba represented at the Board as
the Finance Director. Alsng with
this there should be very effactive cost
accounting as well as management
accounting peacticzs adopted in the
Corporations.  The survey which
I referred to earlier of course indi-
cated that most of these Corporations
have introduced a fair amount of the
modern financial control and manage-
ment practices. If this is so there is
10 need for any further changes to be
brought about.

Th= analysis of the subjects that
came ap for board discussion, in the
form of Board Papers, p.tm*lr‘es a
clear indication of the rzlative em-

" phasis placed by managements on

these subjects. The survey carried
out by me revealed that some of the
important functions from the point
of vicw of effective management, do
not get the necessary management
and board attention as evident from
the following:

i (i) Only 1 per cent of board papers were

devoted to long-term and short-
~  term planning.

(i) Only 1 pet cent of board papers were
- devoted to product development
and improvement,

(iii) Only 5 per cent of boz’x‘d papers

wete ontechnical/productionaspects

and improvements. -

‘Marketing, advertising, sales pro-
_motion and distributicn were cover-
ed by only 3% of the papers,

(iv)
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- {v) Personnel matters,

‘Research & Development” or

_eatlier 1o the

ferability is possible

stated elacwhere

as_well as research findings.

appointmenta ;
disciplinaty matters etc., were coser-
ed by 289 of the papers

Personnel and Related Policies

One of the major shortcﬁmmgs for

. the effzctive management of the Cot-

porations is a lack of suitable 001_"'17

petent personnel. and . with  thi
an arrangement  to  develop surh
‘s management  cadre. I referred

need to build such
a group of managers who could
move to the highest position in the
Corporation, of course accepting the
fact that a certain amount of trans-
though the
work of Corporations  is - within.
specific industrial specialities.

. Along with this it is necessary to
consider providing attracive
remutcration as  well  as other
benefits - which  would  net be
second to the 'nlr_magemez"zt hariew
fits: ‘in  the pum"f‘ sector  hege,
and in similar iadustries in otlu,r
countrics. This has bzen veferred to
on many occasions before. Tthas been
accepted that ualess there are such
incentives the environment for the
opawth and devclopment of such
managers would not emerge.

I mentioned earlier that these pub-
lic Corporation will have to provide
the leadership for a concerted export
drive along with expansion and dives-
sification. It is therefore impetative
that technical managers be given full
opportunities to acquire the rapidly
advancing technology of their indus-

tries, It is my contention that
these aspects have unfortunately

not received the  attention they
deserve and  the technologists are
expacted to work without the desired
exposure to new technological ideas
Tndia
quite rightly placed 2 heavy premium
oti techiical and sclentiﬁc develop-
ment by which they provided the
necessary facilities and incentives for
their technical and scientific per-
sonnel. It is q%gcstcd that special
attention bz given to this aspect and.
provision :Em ffcquent travel and an
exchange of ideas of our technologists
with other scientific personnel bz pro-
vided through seme fund to be admi-
nistered by an approptiate body like

the National Scie'lcc C’)unul or the

CISIR
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vy AND FHE “DEVY BLOPING™

The village to be “developed” ... a collection of humble dwel-
lings.., belonging to almost another world from the “developed™
surroundings we have seen.

Their livelihood consists of backbreaking work such as this
at the pits.,..

And on the coir loom. Daily
earnings a few rupees.

This is the “Supper Club™ of the village. Cost of a plain tea
20 cts., a plain biscuit and plantain fill the sromach,

They live in simple thatched houses. A difierent dwel-

t ling from the Rs. 300,000 spent on a room for a : . ) .
developed horel, _They weave thzir thraad of life ... alife of quiet despzration,
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