


Gold Standard

The postawar economic plan
valued all currencies in terms af
gold in order to facilitate
international trade and con
wertibiliny from one currency
to another

Each nation declared a par
vafue for its currency in both
ounces of go'd and the US
dollar, and had to intervens in
forsign exchange markets to
keep it within one per ceént of
the fixed US dollar rate. Changes
in the basic par value could
only occur after approval by
member states through the
International Monetary Fund

Currency Devaluation
A delipgrate government mowve
1o make i1s currency worth less
i erms of the world’s strongest
currancies. The inteation s 10
make exports cheaper, and mode
eompetitive, thus encouraging
aconomic growth

Balance of Trade

This 15 the balance in the nationa!
ledger betwaen the value of goods
smported and thase exporred. |1
daes not include the money
fiows from service industries like
tourism, insurance of shipping
Mor does it include the move
ments of investment capital o,

International liquidity
This iz spending power created
by the Inteinanonal Manetary

Fund and provaie mal

A investmeny, The creanon of
{rauidity sheuld be based on an
aciua ingrepse in dreductian of .
wealth! The creatign of liquid
outsid einational contr
via the Eurpeirrency markey -
is unrarpted to actual worid
production and has contributed

to the neneranon ot global rlianen |

Stag_fiatlon

ar aut af, the countey

A new addition 1o the econarmists

lexicen in the 1970°, The werm
denotes a combination of fsing
prices lintlation) and scenomic
| recession (stagnation] - previously

Balance of Payments ; 1hnught incom

This reflects whether a nation
1 a debtor or 8 creditor in the
| international economy. It s the —
financial tedger which tallies
i exports arrd imparts of goods, |

sarvices and capital. 11 may not — .
accurately reflect a country's — ,__.A_./
true debit account, siNce
I investrment from overseas s |
counted as a credit rather than a
long term lability. In the end, e —— = - ———

dividend and interest payments
h o7 OVErSE3s INVESTMENT mMay
become a drain on the economy

| Bank Rate/

maze i Rediscount Rate 5]

This is the rate of interest =
charged by a national central
) ) . bank, |2 The Bank of Canada
A New Internationalist guide to
understanding the vocabulary of
international economics.

| or the Federal Feserve Bank in

the US, an loans to private banks ‘1
The central bank rate |5 an
important tool of manetary
policy and acts as a signal 1a

Foreign Exchange Rates

This is the amauar of foreign
currency a specific national

currency can buy. Exchangs rates private banks 10 1ai5e O |OWer |_
are maintained in TwWo ways. their interest rates and therefored]) « |l i
Paggad or fixed rates —Part the availability of credit 1o Gt

and parcel of the gold standard investors and the general public,
and an important element in
the stabl of world trade
during the post war gra A
currency 's value in 1Efms of
other currencies 15 related o a
fixed amount of gold, and after
1945, the LS dollar.

Floating rates — The value of
a currency in terms of other
currencies is theoretically
determined by marker forces, 1
is only theoretical because the
float is ‘managed’ by national
governments who intarvens 1o
jron out peaks and troughs
through judicious buying ar

Special Drawing Rights

SOR's were introduced by the
International Manetary Fund in
1969 as a new, internationally
acceptable currency. They are
sometimes called paper gold
They are now based on the ¥
average worth of 16 major

Eurocurrency

A teren used ta denote foreign
currency deposits in Eurapean
Banks, mosthy American dollars
thus Euradaliars — and peira
dollars - American dollars

seHing of their own currgncy on
the international exchange markets
Floating £xchange rates are
inherently unstable and promote
speculation and inflation. Since
1671, when the US effectively
demalished the goid standard,

and in the process fixed exchangs
rates, most Western nations have
allowed their curreney 1o float.

L

currencies although they were belan

initially valued in terms of gold
Members are allotted SDR's
according to a quota system,
dependent on their membership
deposits with the IMF, As a
migans of expanding purchasing
power of poor nations, they have
bren grossly ineffective. Up 1o
1974, 75 per cent of SDR'S
created went to rich countries.
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g to ail-rich Arab nanons
The dollar pile-up is a result ol a
persistent LIS balange of payments
deficit since 1945 — i.e. miore
dotliars going out of the LS than
coming in. Eurocurreney depasits
werg pstimated at mare than

£400 billion in 1977, Eurocurrency
is contralled by private corporations
and banks and is not subject to

any national authority. This

lack of cahtrol means that huge
sums are used by speculators,
adding to world financial
instability. Eurodoliars are
contnually loaned and reloaned
expanding global spending power
and boasting inflationary
pressures,
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THE WORLD BANK

AND

ne WORLD‘S POOF

MMany billions of dollars
poured into the developi
each year through varig

lopment eiforts o
nations. The Ig
Third World
among these

w have been expressed since
anges were announced, (and

separate but c8
cles set up, at 1k
Western industrial
the end of the
War with the
habilitating a world eco ;
tem that was in a state of
All the European economies
been largely exhausted or destmye{l
after the war. 'The memories of
the monetary turmoil of the capi-
talist countries in the 20’s and 30’s
was still fresh and concern about
a  possible recurrence was wide-
spread. These memories and con-
cerns, prompted the major Western
nations to convene at Bretton
Woods, New Hampshire, USA, in

Ecovomic REeviEw, Sepr/Oct 1978

countries

funds rmsed by and its other re-
sources; and to promate the balanced
growth of international trade and the
maintenance of equilibrium in balances
of payments by encouraging inter-
national investment for the develop-
ment of the productive resources of the
Bank’s members.”
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The IDA, which came into exist-
ence on September 27, 1960 and
whose administration is the res-
ponsibility of the World Bank was
set up
“to promote economic development,
increase productivity and thus raise
standards of living in the less developed
areas of the world included within its
membership by providing finance to
meet their important development re-
ements on terms which are more
gle and bear less heavily on the

s regarded as very
gse with annual

less than
was intend-
pmental ob-

(both for-
experienc-
helping to
tive investment
both domestic

mRtional Monetary Fund
etlmes confused with
fl Bank or one of its agen-
It must be made clear that the
F was set up as an Organisation
that would be responsible for the
new Monetary System that was
gstablished in December 1945 at
Bretton Woods. The IMF’s objec-
tives were thus clearly defined as
follows:
“to promote international monetary
co-operation and the expansion of inter-
national trade; to promote exchange
stability, maintain orderly exchange

3



arrnngemellys sl aveld gornprelibve ea-
Piprgn tepreciablongsr and te ussish in
pha-pstpalishment of o ioildlstersl =5
w=m ol paruents fuoresples of GUIBEDCE
rmrsnclioos bebweah meness ond o
e glimioolao o Faradpis paesviopn regs
tE stlomg whinh hompesr Ltade - C

Thg funelinns awad pheraliong of
Ihit TMT were auch. bl ther io-
variably have Tegnlted (o the Faod
laFng down tasldly 1t torms 1o gy -
grrinenta zesking 1l weelztance, and
toc TRELEUIes U DY .'l:,!lZ!I'.lrI'.L'IflE'i"I-iEli_
Tiava mot heen  popalar an Thess
FELR TN N e Ein A= jed 1O muwi:
griGicizm o the PP, GiehE s some
of these w2untriss, who inobalanes
of paacrisnils ol menllics bave baen
porrelod I sk il Fandz feiil-
flez.  The World Dank, o b
phher Tapd, wilh s aicDs - popilist
d A h [ ':-L"'I.-l-.'“U]ﬂ-IlJ. arlcr s Mal-
okl gcesing T TRTE hes o dn rreent
wEALE agmn i for ke el Pan
Ltie IMF. 1

The Woxid Baalt hga dawet b
wears dlrecled s meing purt of e
Laame Sl wtutdesetal C dopelapenat,
tarticilorly hietes qoale projoets like
plectrle poer  sHallaie, L radlways
ks, Tiotaly, mtning el mﬂ{:'ﬁa-:-
el inaTi il UnE

Aok ¥e Frork gen e Banlk
gare martlsiso WAt i ek goaklol s
gnplece ishanga o pdlboy and Taend-
s pabierng and Lediverting il pro.
ST wihh o ithenidsn 01 chik-
ioin Lk ponducidyty of Lhe poor and
coaklime o :.rr-:atcr GEprisbheoal - ra-
soureds Do’ Tl more dewisiioped 52
the lees dewslnned counfoles The
yreRsnn was tha Apsual Mestlngs
of the Wints Bank and TME 1 Wai-
ok i CLETS. waen Bpnk Presldenk
HEohert 8¢ MoMamsErd mhule hl3
addross,  Dluny cdtics finvs miin-
taed. hessvsr Tlvst o the  moncF
[*rir. the wWoild Wank has not gone
to really help the poor Seopie oal-
Leough It selsilies Biaye el CHr-
ried oo in the ama ol Line caar, I
bren dnrie 13 tho hEme &F She o,
s when woll look over thr jacn-
fepca thore's sty Wiile evidenes Lhel
il ever really deme nnything  To tho
proon, anid Clarmaoes Toond GE fhe 13
TTruse al Repreesrlslives voifdilent-
oz vn World Baok assisleanes TIiE
criplyism of the World Bsrlc ppasd
aoeprluip  pmnonl ool remenimnont
Wwithin the Bank lowrds the 118
Cuneress lor what it cossitoned ¥he-
~.v.-urm-u.;-ﬂ atts I:'I{-1 upon - sneecEsi
sibamipts S0 aseinl 115 proress of the
pooEt. CThis s porl ol 1iwe debaty
thal haz gong an i riesnl dndes
meverning [he fuadamenipd notipe
End purposes of the Wordd Bank.
Thesp basie I=ites have been sol

4

prt more sknply Ao the following
e ELians,

15 the Werdd Dabk a bank with
radidenal banking pomepdng wlioge
nbjecl s b oake s orefit by enasiiing
yrogdeguabs feturn oo s lepding
and inresioients Or -1z i a3 deve-
lopment pErncy wilh 13e poal. of
JJJl:I.EI'I:I.'nTlug Lhose  prisjecis  6yose

Nkelr to promose: cepieml and s
L|.I1 PUOTTEEE  DOGOILE e poxir Lhr
e e Dank zoccessinlly asoom-
aheh  hinkit phjeetivee © slhinltane-
Lt =t bl

Bank afninls muiotaln o Lhat
Taelrs 19 a0 akprrntuarn] o TermdEine
afsiey which  prowvides eriddesls
nepda] Geyvaltpintent capttal eb tho
Thived Wl wili & view 1o E_li-l'l.".'l'l!
1Ty pedblems ol muks poversy. They
ary doiivgen Ty tuneiiEe s hillliann
Al dollarsin il to drvclopment pro-
Jrnle il e MBI gl b Eeean+
wely o gucepssinls Thelp sidlc Chisll
L iz elpimrd, Te toe pssisl B pestr 1o
becpmie mibre  produelivs  Paomgh
such azsistanen; Lot '-v'Id:L nooun. I-
Licinl. strings athacied,

The g:idrs arnys howeyrr, thal
1he World Beak, LF it3 very HEME
e pltelealy e it iz ponsroled bE

Lho thopein? gleg 1lF e wnrld's
leslimy enpicaiat  enmmichs i WE
Earlapeord'ng to tzls slew, helps

Lev roedratalos the prevaliine dnancial,
pepnvierde; prlilhcal, and soclal order's
o tha PlErd Wierld  — and s boadles
petdy bhel Birst Woerld — al Lhe
pETeErge af fhe  aapirations of the
LI b A prgsentiv structared - and
warerard. Lha erilies emdainine Bhat
e Bonk mpy b anocxeslloub D,
Sal. manT guashiohs sre pRiscd fe ot
wintzer 1T fan operats I_'ﬂEC'-E‘.'E],'_'.’ L
woclevelgmnenl lostliution. For Ian-
ciprips, the piaeoadng of pevara] bonl
prceir nmmrding Hue phase aritieg;
v ke for granlcd thaks the
cradieabion of prrrorty gan ke sdan-
ned [mom Cenbral Digndng - e,
Tl Tesalsits thal, Hany suel pra-
freds Dove ngl been Oroly [(ed In
woeal congdibicgs und Has pane rocn
e tor mimnra Lhey wers inlen-
Apd ywere therefore uwiabio to fpkc
chil=ol ol thetd evrel opinsiLl, Thr:
ising b ssue hag b mok the
e lune of Dioney . goent. Bul who
Tacciyes e mmjor hexellly T
ERLT fhewiiominent. projoois

Tl Datk's 2pekesueen’ nplntain
taat 119 wresent shinladgls leam hels-
In# shp ponc by cedse o Their levels
al arotuctivisy Ay Ml 10
T nizves. hebdnd the Bank's qros
srummes i the rationale lhat Che
punr alen hawr o pertioipate 1o in-
crengng poddietiong and they mst
alan mnlly terefit froaonc It that new

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

devreiopment slralesieg nuisd e 3l -
ed at the sutisfaction of the “‘hazic
bumsn nedst of the enbine popalis
Hon Fathet than at falfilng matket
demund: ihat the Bank hax adapt-
il ilsell prasmntiesily oo lle enaly-
tnr mecns of 1he deweloping geoeid;
sl thet  bBeglde  expeadig the
cupaelty of the- paor to produiee G761
puciliase  Ionrket o aonds 1E was
EquElF urorssaly o redislmn and
cibend pebiic services anen ns edo-
o, nealth ossre, wWalser  supply
il pele Lrgospusation. He
wcinlids that 15 ks heen Iecog-
wiepd thotandst of she prdspni sec-
wazg cnd by oeeldDg  Lbo neTesls
ol A privilegsd Tege ceiher sisn boe
doailved ‘many sadc Lhefecare tha
matin anahasls hees bron paaemd oL
lofs posi, replicalle puabde surpinos,

Critlcad ascermsmcits | onudie BE
Jogeply Senlinsoarnd FIances  Moois
Laope mod Indisfs  SRoomngads ana
Foidest ctreekne avhich gontslbote
tei thie debubs sygme thak tho Hank
trowhs she EvongEbaios ol poserty and
nos Tar tanspes o Tlned wlrmesas taas
satna prajeets wom o fwredercntt o thc
iy ool hoelsdmy fooheln s -
tar'.lﬂ.--rl" withl Mizuds for prafit - Ege=n
prailie araeatmcnls wiils |:-'|:l|:dI|E' 1
Epe)} imlgnt Hlie saelnd shrrtares than
anrala poverty ooy sirempglbeac
Jhe pilniof the clites  Phe CEROO-
min s dsg Peodlleal Wesniy which
Feanls wath thae B ARnusl He-
piaes preg Intther b woiindsrs ashas
Leen dope vary sifeclvcly ohmony
ITNCTAR Aors, thas "faa pouT ek -
trice welm | Gaiced | W wse 5 larger
part of Lhele, mme Larbawlars o
wieah he repsFment ol gorvicg pbll-
whivey e thelr eddating deaks”

o Chaliman. ol the Bank's
pirha Foverlaw Toaps CRGn, Tdward
Jewpox, EOe on la sbals LRET avin
witli moach grieser offerls o TEal
dewinpient s there . s limilks Lo
whith Smany he &chifeid. Effcrelire
natdorsl wlriteede s wlll alsn voanice
i huare s cifedont onpeut i UYRAT
dowplnnmeat:  Woxr - Lioonly  Bar
gt fienes: iy 2loming popalatioo
grocmnh widinetenslng aredielisily
i Bathoachan poadocubal Sreas, b
writp. At Aoy real galng beoactiley-
cafsins poaployzaent snd pec poplba
Yaponecs fol Llie Anals pDoTr,

Beverpl obhos dfduwes o the dr-
Fate rorvaectend kb oesl=atntlon.
and JldnEinE wibhin Vrese s ioulito-
tiattd nisn, e gaecitie polvice they
Travre Dpdried ok, abd o cych thn
ch=niree of imparzindliy pf ifsge dn-
slitutlona hawve heon deelt owille Lo
provinbs lames of Lie Boongeeds
Readese abhgd are thorefars b ore-
eredf e,

Fopwpan: BETIER:. Spprslr HNTH



Bank Group
1

Uperations
[} " - £
in Sn Lanka

raizies Hhe Beginrtag ol jigions:
Uanhnw R Tanks T duad ) s
Lraiie Gamnape- bae Olade elvhil Zace
tniniEnee CTIa grd A omitiom nen Gl
LAL IR aad  Oithron  eTedite
Lo = 31453 midldisn onal o
cnameln Caadnl eavhunec ee-
kit rbi b SRTAEREEEATRI U, o S A R TR E [

L TP S IREL TRt 7 ol [T RS
cedil o Hnoia Donnaesistpiiuy bhos
el HET T G pie oent forowg-
Flemirgee Clviveldunn noe o reabiT-
AL ey vedty deealemivemly, wind it
Feraider foe derc et L Goutsg

naE, TATH: uil weimdiled 8o sus
rrar Sdiaaze WovesnmeTlosnplonnd
gl in proguels e milbdy s
Tty EBRTE bweljp's o et
ooy I Dol pemd am W gavleglk
Al argbol. tu sepert CievnTTime,
Pl wo tnrtcgss T pATuolinky
Aid ped e I v pendntue ey Tl
Lier doipares, Al T ITdiuds pacs
aaraying . e [ T T
ECORQT, Hpajeids b osmraonn dadue,
Wy =in eRe O Inberaivpeloreonen
PO N e b [ L L Tiis ‘Hrnk Grems
Lnst ooardnd lu stest thar SecTs
BRI e R B B o B 1 T By
devilopioeng o the Idnkeaoli CFanen
Qislabinent Dadnes Uy helpiag o e
Telnp AN CdaicRowalotion stenisoy
ATE o ppardorady cwbevpal  wasinle
Zac s poaieeh arepdenliom T wrd

L e L

IESpRiW L 2 e e far o

sugd | rErkemshee pebdesl. o Ta
wdditcon,  soafrens I ulber #sles,
Gedudicg rrlzaton  snd odininge

sl vitatnl Trrolns, v helng pic-
et i e LR i o o [ SR o R o B Tk o T
The ATk tinms T Ll g [
tiCaaben Tev TnAgiy . 13 Ay Cecil
theaes, Sopml eml B CI0 nET
rendtd Al Enl Lacka™ intad extarisnd
il lninadone, Al aboad § o e
cralk Adimncn poialiy Backy af Gebl
syl The Dok Scnip's anmss
Tmanal srescnnd Hean i rathopled !
W Eglesss ek 3T e cank ir
W Cwink tae Terks glule @ eclin
o MR B e ceenly, T
BAnE Al T8 skures 43 tiie dons
o S R Wil e BT BT L B

AR ST A i, Chishe s n Lripleie srna ke, Abcirnisal g Lo,

IR WS = o e Sy O b e L B 11 et R T D T 1o it A 1 s L L Brsils 20 the - Wkl Dubi

Lle iapoct of rew mmaterialy fac in- WErA ] rurul | rEVRIOTARCAL uroies Oy dasared prelsels in o Bn

e lee sl mamee 2l I'rres T lie - Hnomeenla. Disliiel. - nnd cabka 2rn gIFOn L Wi ki ok,

SR e e S T R ANE GRODL LOASS ERONTES: 4 SR T TASICA e 5

e Lhe MALgced frage Deveiog- 1R EANE EUM, % BN amsnol oet of

miriy Trijeet L pad “the  semdam

et Dutelroae TSR Ut plowrwm T R Caredlluthon wnil Exhange

coppletes TAL Dittmdion canm ek Sdingtetsats

Dwztnnse ATg . Liad  Heslurantion Anpnism i g homel

PR lace” heeit mMenpiemes] Lotk Tk e T e e I s eend TN T

aatlalvalion &F tRe Bavk eld Ffolle n 1A%y Peay gy 73

destcamnn. 06 Ly letns ragcle 9 13E1 Fomar g

W the TIEr-:l!I'-_"arJEi.':I'.‘l'- Finnwog  Sor- i KT Drechamont Flnance oo, 1.3 i

BETRLOL wf - EREviomo RGO, TS5 I TR P At b 44 |

$8.0 Juillive of pas TG g2 allic G 8RR HiFhnays Shidy I

ardtable wan - reneetledk iy Siea DT A tima] et A e e

wiesnnn-gden delticrullan dn thc T IAME O Powoe TR i TS 7

Trvnbe OReabisant edirans ot doUmE yinmneds Ginroa Toreldirant ids a1

Ing-Izgm o ehider of ool otk i

i under sn Omwoiny, 1L T34 Gt

caedil oF T72 S48 riflici: mmars tu LA {IRETWES L=

lhe TR AT 28z wekoprajeeks fog Lo g Nl locadrtpn Fraseol .00

Hip Lofal erecis poinn TAve bl s 1BAG Hiyliwaye Dievalicivrent Bralecr. 0065

afpToved A oseeom i I0A cleddit of 5 Lags J.:u:u.ina::n_- o Infelargs-

L 8840 mzllton e DG pod or thon Denjees un

fpwihy  foessmend Ly lhe 190 gt 1 TR0 WRLAvel Guos Dovl Broieact 1405

Lot TS OELGEIEY rauizaion dm [F 1554 Mnciiase of Coumbmeditis 160

e DECC wern Loproeed by o L 1T Brsey. TR an Fal 04

Bogld eiclz in Gomnsdal deur 3R T LGT3 Ty Teayklopmims i T

Ao TG mea-favilvioe ling oac b= i Idistiand - Anioudbaend

credlt gl TS L maillllan @ Lhe Develapiment oo i e

Bl ar [ayaan Tor onlarding  to S 1955, AEbimiciral Tevelapaeat 540 $E L

ocul paamte gmall wlid ooedium T %R Tark Ivciserins an o

scate dtdustrinl emtererlsea nag alsa 11 1a33 Maltavel Eengs Desclapeeal 10 1

en pppreone o Gusnclal e 2 1tige Wilsr Sprls [ e

1N A% thre yegiarel ol e oS 4 1T Ldngby o DEtho) a0 Bl

oTomonl f Heliddledit £ blzh- i Taa Ton Crups Hebnbdbas-

ey e cifedled in A0 whar Han Project a0 &

diztiraenent of 78§06 milbos of 3 IMIR . Toer Omoma (Ten DavessiGeallonid. i

the eecdst . fllewingy e (davero- Ryl

menly fetdon o make  matar 1ang ER

+hRTwes -l Lhe sedur of the frajrns. IFC FACILYFIES 0

Ans A inweslmenn o TS Sidn T L8 Tercleiment Flhwnce

milliom ra the Teptl Texllle #4ille Corp,  imedapmenty Fonnon) i

Tad, (CrFlOTY WAE  woprewed iy B T Badk af Qeslea (Develosmend Flachee) o7

IR Bpald of Dhcestms in Juny- Ta b
BTy HEVIZW, SerrsQrr 1578 5

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




The Bank's
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Lending Policies
changing emphasis

There has been an apparaft-". cﬁa{-_rige in the Bank's lending pol;icies|
and patterns during the 1970s toward helping to raise the productivity

of the poor.

of the thinking behind the change and briefly discusses the implications!

| for
|

the Bank's lending policies,

This article by the Director of the Policy Planning and
Program Review Department of the World Bank veviews the evolution |

The thinking on economic deve-

lopment hag undergone a quiet re-
volution in the 19705, The essence
of this revolution is quite simple:
all of us have finally graduated from
a fascination with the intermediate
means of development to a consider-
ation of its ultimate ends. We have
recognized that the growth of gross
national product (GNP) ig abso-
Intely necessary but that it must be
directed intelligently toward solving
the problems of mags poverty., While
we still need to worry about how to
inerease production, we have finally
added the critical question: “for
whose benefit?”.

Like all revolutions, this one
has had itg excesses. Growth of
GNP was forgotten sometimes in the
anxiety to reach the poor direct-
ly. Eome governments and popu-
it leaders tried the futile and
short-lived experiment of income
distribution witheut inereasing pro-
duction. A consensus has finally
been reachesd among those concern-
ed with developmzent that produe-
tion and distribution policies must
be fully Integrated. Increased pro-
duction is a must in a pcor society.
But the poor also have to partiei-
pate in increasing this production,
a5 well as fully henefit from if.

The debate on development
strategies ig eontinuing and is like-
l¥ to go on for a long time. But it
is perhaps fair to say that there
is by now — broad agreement on
certain propositions whieh would
have been regarded ag heresies only
a decade ago;

@ Growth in the GNP offen
does does notf filter down. Whail
is needed is a direct attack on
mass poverty.

& The matket mechanism is
eften distorted by the existing
distribution of income and wealth
in favour of the rich, and is gen-
erailly an unveliable guide to set-
ting national objectives. Refor-
- ming existing institations is usmal-
Iy more decisive than medifying
prices to benefit the poor.

# New development strafegies

must be aimed at the satisfaction

of the basie human needs of the

entire population rather than at
fulfilling market demand,

& Policies to improve the
distribution of beneiits and employ-
ment  opportunities must be an
integral part of any production plan,
it is generally impossible to produce
first and distribute Iater,

& A vital element in distribu-
tion policies is to increase the pro-
ductivity of the poor by directing
investment foward them.

@ A drastic restructuring of
nolitical and economic power is of-
ten required if development is fo
spread to the vast majority of the
popilation,

The World Bank’s lending poli-
cies have taken shape in the midst
of thiz ferment in development
thinking.” The Bank has both
contributed to the intellectual de-
hate, through its research and policy
work and through its changing lend-
ing patterns, and has adapfed it-
self pragmatically to the evolving
needs of the developing world.
ANNUAL SPEECH THEMES

The overall policy signals from
the Bank during the past decade
have often bheen conveyed through
the speecheg of its President, Mr.
Robert 8. MacNamara, at the An-
nual Meetings of the Bank’s Board
nf Crovernors. A recurrent theme
of these speeches has been how to
attack  mass poverty directly,
through both national and inter-
national efforts. While a number
nf separate issueg were covered in
these speeeches, there has heen a
gradual evolution of thought. A
major theme of the address in San-
tlago In 1977 was that sconomic
growth is not filtering down to the
hottom 40 per cent of the popula-
fions In the developing world. This
conclusion was backed up for the
firgt time in the Bank with some
detailed empirleal work in a num-
bar of member countries,

In subssguent speeches Mr.
djacNamara made a distinction be-
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tween “relative poverty” and “ab-
zolute poverty”. The relative poor
weore those whose average income
was lesg than one third of the
rnational average. But the main
attention was focussed on the over
900 million absolute poor, with an
average per capita income of less
than $100. This group has an
infant mortality rate eight times
highser, life expectancy one third
lower, and adult literaey rate 60
per cent less than the average in
the developed countries. There is
also widespread malnutrition among
600 million persons, many of them
small children. A distinction was
also made between the poorest coun-
trles — defined as those with aver-
age per capita incomes below $265
in 1975 dollars, where over 80 per
cent of the absclute poor live and
which reguire concessional assist-
ance from the international com-
munity — and those middle-income
countries with average incomes
above $265 which need greater ac-
cess to international markets, both
to gell thelr manufactures and to
obtain capital.

The focug of national and in-
ternational efforts, ineluding that of
the Bank, was to be directed during
the 1970s toward inereasing the pro-
ductivity of the poor. It was re-
cognized that welfare programs,
without corresponding increases in
the productivity of the recipients,
could only ba short-lived and even
counterproductive. It was empha-
gized that to the extent that the
poor possessed some tangible assets,
however meagre (a small farm, a
cottage industry, or a small-scale
commercial operation in the urkan
sector) national and international
action should focus on helping them
to become more productive through
better access to credit, extenslon
agsistance, and production imputs
such as fertllizer and improved
seeds.

It was also recognized that, be-
sides expanding the capacity of the
poor fto produce and purchase
market goods, it was equally neces-
sary to redesign and expand public
services such as educatlon, health
care, water supply, and public tran-
sportation. The main emphasis,
howevet, was placed on low-cost, re-
plicable public services, since it was
recognized that most of the pre-
sent services end up serving the in-
terests of a privileged few rather
than the deprived many.

In recent years, the direci at-
tack on mass poverty hag also been
breadened by the World Bank to

Ecovomic REVIEW, SEpT/Ocr 1978
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The Bank and Urban Powverty
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THE WORLD BANK
=A CRITICAL ASJSSESSMENT
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Average Tea Hale Prices af the Colembo  Auciions

Jan/Qctober 1978

Jan/October 1977

Approx. Differ- Gross “Nett

Gross Nett  ence on Gross

= Rs/Kilo Rs./Kilo,
High Grown 13.65 11.37 — 3.33 .. 19.6% 16.98 14.08 .
Medium Grown  10.66 054 — 461 .. 30.1% 15.27 12,49
Lown Grown 17.64 1346 + 123 .. 15% 16.41 1344
 TOTAL: 14.19 1157 — 204 .. 126% 1694 13.34

of 1977 the U.S. fmported 92,086 tons " RUBBER

of tea valued at $175.2 million,

PRICES

~ Colombo auctions  prices were
trailing well behind those of 1977,
though in October there was a fav-
purable change. A weleome situation
smerged when Octoper 1978 prices
were compared with those recorded
for October last year. High Grown’s
enjoyed the best marketing condi-
tions and registered a 215 percent
price increasze while the total gross
average increase was 13.7T percent.
The position is reversed, however,

when January—October figures are
compared. Only Low Grown's have
moved up in price this year and

enjoyed an upward swing of 7.5 per-
cent whilst the other two categories
have come down in price. The hMe-
dinm Grown’s have suffered the
worst with a drop in price of 30.1
per cent on last year’s levels. Despite
the good prices enjoyed over the
past tew months prices for High
Grown’s too have come down this
year. Hee details in tzble above.

There were & few record prices
fetehed at the guctions in OCctober,
Of special significance was the re-
¢ord of Rs. 1,000/- per kem. estab-
lighed in  mid-Getober which was
bettered the following  week when
an invoice of Hapugastenne Flowery
Fanning Sugar Silver Tips realised
Hs. 1,206/~ per kgm, x

New Peak Prices

Tubber prices continued to break
all records at the Colombo auctions
during the latter months of this year
and by the end of October 1978, the
maximum price being quoted for
latex crepe wag Rs. 11.25 per kgm.
This increasing level of prices Wwas
the end result of the hike in petro-
leum prices in recent years. There is
a 30 — 35 % petroleum hase in syh-
thetic rubber and naturally with
petroleum prices on the rise, the
earlier demand for synthetic rubber
had to  shift towards natural
rubber, With a 10 — 15 % in-
crease in petroleum prices anticipa-
ted in 1979, the prospects for natural
rubber appear even brighter.

Upto date Sri Lanka has not been
ahble to take advantage of this situ-
ation. In the early 1970’s the Director

of the R.R.I Dr. Ossie Peiris, predie-
ted that natural rubber would enjoy
peak levels between 1978 and 1980
and called for a doubling ef the an-
nual growth rate in rubber produe-
tion. But rubber production in Srl
Lanka, within the first slx months
of 1978, totalled only 79,837 metric
tong, an increase of 9,183 metric tons
or about 12 percent when compared
to tha ecorresponding period in the
previcug vear. The result was that
setual exports during this period
totalled 83,694 metric tons an in-
crease of only 4,942 metric tons when
compared to the corresponding
pericd last year.

The prices were fluctuating at high
levels at the major rubber terminals
py the end of October 1978. In the
Singapore and London rubber mar-
kets values remained steady due fto
continued forward demand; one rea- .
son being the reports of unsatisfac-
tory weather in some areas of South
Mislaysia,

At the Colombo auctions, sheet
rubber prices were breaking records
by the last week of October 1978 and
RSS.1 reached an all time high auc-
tion price of 8.564 per kgm. on the
last date of trading in October, in
keeping with the higher values being
recorded in other auctions centres.
From avallable records this was the
highest  price obtained for RSS 1
during the last 27 years.

Maximum closing’ prices pe? kilogramme zi the end of Octohor

October "7 Cetober "8 <. increase
in prices
Rs, Es.
RSS Ne. 1 4.80% 8.911 85.6
Latex crepe 4,70 11.21 138.5
Serap Crece 4.36 7.71 76.8
Sole Creve 7.00 11.10 58.6
Froth and Cuttings 3.60 5.11 41.9
curly and Shell :
Serap No. 1 2.85 3.26 14.3
Average Price increase for
all grades 4.5 7.8 73.3

Crop figures of major producing countries (in milien kg.)

Country Total 1877 1918
&ri Lanka up to October 1731 162.9
Bangladesh up to October 32.3 30.5%
South India un to October - 145 108.2%
North India un to October T 3822 391.6*
Malawi up to September 24.6 25.6*
Henya up to October 70.5 6.7
Indonesia up to September 49.0 58.6%
Tanzania up to August 9.8 11.6
Tganda un to September 11.2 8.7*

864.2 871.4

# Estimailed
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wWith the rapidly advaneing over-
sess market RSS 1 finally touched
Rs. 891 per kem. at the close of
OQctober 1978. The corresponding price
at the end of October 1977 was only
Rs, 4.80% per kgm. an increase of
nearly 86 percent during the ten
months of this year. The highest
overall price increase, however, was
recorded for latex crepe where by the
end of October 1978 prices had risen
by as much as 138 per cent when
compared with prices at the end of
October 1977. :

ILatex crepes were in good demand
during October and there was an in-
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| ACRICULTURE

Extension Services and the Small Famer

Miany of the  problemg faced by
small farmers in the rice growing re-
zions of the developing nations arise
from the lack of an efficient system

. pf extension services. In Sri Lamnka,
Services.

for-ingtance, as iar as the small
farmer is concerned defaults in the
repayment of loang has been a msjor
problem. Numerous reasons have
been  attributed to the non-repay-
ment of loans by small farmers, but
the hasic causes have been traced fo
defects in the agrarian and credit
organisational structureg and attl-
tudinal conditions not fayouring re-
payment. A fundamental drawback
in the agrarian structure which has
prevented the small farmer from re-
paying his loans has arisen simply
ocut of his inability to obtain a suf-
ficient income to repay what he has
borrowed. 'The main reason for this
is that his family subsistence
expenditure and other immediate
finaneial commitments exceeds his
farm income; while he is unahble to
generate an adeguate ineome owing
to inadequate agricultural inputs. It
is here that the country’s extension
services have falled him -—the pro-
ductivity potential of his land hold-
ings has been low, with  irrigation
faeilities and other Inputs such as
fertiliser and pesticldes of good gua-
ity and at reasonable prices  not
gyailable to him in time, while pro-
per storage, milling and marketing
facilities and remunerative  prices
have not been readily available. Any
attempts to increase agricultural
production therefore necessitates a
more effficient system of extension
services than what ig now available
to the small farmer in this country.

Agricultural extension cavers
those activities directly connected
with the improvement of cultivation
practices and is basically meant to
change the outlook of the traditio-
nal farmer in order that he may
improve his farm conditions and
also help him to adopt improved
practices and develop new skills.
Extension services no doubt have
created a very favourable impact
on agricultural production but tha
exact extent of this impact is not
easy to assess. Agriculture is a very
complex actlvity with many inter-
acting factors making it almost
impossible to determine exactly
what part of any increase in pro-
duction is due to which wvariable.
For instanece, it is difficult to adjust

22

for varigtions in weather and this
complicates comparisons between
different years. Or again compari-
sons between farmers, for instance
those covered by extension services
as against those not covered during
the same year, can be questioned on
the prounds that perhaps oniy the
patter off farmers were incliuded in
the extension service, and therefore
they would have obtained higher
vielgs, Or even in the case of the
farmer wheo follows the Agricul-
tural Extension Officers advice for
use of a particular manuner of sow-
ing and his yields increase, still it
would be difficult to assess whether
it was because of this step or that
he used more fertilizer or managed
his water betler or Increased
labour. If it is the result of a com-
hination of exiension services and
other factors, what is the exten-
sion’s share?

Perhaps the most convincing
testimony to the effectiveness of the
extension approach is the reaction
of the field-level extension stail.
In many couhntries they have been
found to be a—dispirited gioyp,
AEvig an enormous task, with in-
adequate administrative and tech-
nical support and insufficient moti-
vation. In the few instances where
they have continued te show en-
thusiasm their services have appa-
rently heen effective.

An attempt to asseds a funda-
mental aspect of the effectiveness
af agricultural extension services
was made recently in Sri Lanka
when the ARTI carried out a study
on “The Effectiveness of Agricul-
tural Extension Methodology”. This

Among the most popular methods
adopted by local extension  workers
are inter-personal contact; demons-
trations, field alds; farmer fraining
classes; mini kits and production
kits; journals, advisory leaflets and
radic programmes. The ARTI study
which was ccnfined to the Amparai
District revealed that inter-personal
contact, though it is the most costly
extenzion method, specially in &
“small farm — high - population”
situation such as is found in  Sri
Lanka, still appeared to be the most
etfective. The number of cllents that
could be reachzd through - this
method, however, is low and this re-
sults in g tendency to concentrate
contact with farmers who show “a
friendly, co-operative and ‘progres-
sive’ attitude”, offen at the expénse
of those Who may need the exten-
sion worker most, The ARTI study
maintains, however, that though the
“efficiency of personal contact as
an extension method is questionable
pnder fthese circumstances it could
be widely used by the extension wor-
kers as a means of identifying the
“key” people who by their innova-
tiveness would help in the lateral
spread of information, thus causing
a multiplier effect. This helps in es-
tablishing a base for the gradual use
of lesg personal methods”, says the
study.

Inter-personal or individual con-
tact methods are exemplified by the
extent and freguency a farmer seeks
the assistance of the extension wor-
ker in his area, which is invariably
dependent on the personzl relation-
ships that the extension worker has
estahlished with his c¢lients. Accord-
ing to this study over 90 percent of
the farmers knew the Agricultural
Instructor (AI) and Krushikarma
Vigapthi Seveka (KVS) and Thave
visited both offlcers during the -

study found that interperscnal pericd of the two  seasons under
contact with the farmer still oceu- study. The purposes of these visits =
Distribution of farmets by reasons for visiting AT and KVE officer
N = 154 :
- Reasons AX KVS
Ne. L No. o
For advice 116 74 104 66
Obtain seed paddy 107 88 93 58
Obtain other seed 51 32 28 17
For pesticides 25 16 22 14
Obtain fertilisers 9 o & 2
5 3 2 1

ples more than half the working
hours of an extension worker. And
this, according to the ARTI study,
was considered to be the most
effective method of diseminating
information to the farmer.
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are shown in the table below.

- The table above however reveals
that an egually large proportion of
farmers did visit AIs and KVSg for
the purpose of seeking advice when
compared to those who visit for plan-
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On The Kelani Valley Line

1. §. Fernando

The future of that 87 miles of
narrow rall frack that runs from
Colombo—Fort, through the Eelani
Valley, upto Opanaike has been the
subject of much debate in recent
times, Here 1. 8. Fernando, & keen
student of transport discilsses some
practical selutions to the problems
of the K.V. Line. Mr., Fernando,
who served in the Transportation
Department of the Railway for
several years, was last the head of
a newly created “Traffic Costitig
Unit” in the Railway, On his inl-
tiative many railway statistical
systems were -modernised in order
to provide meaningful data o
monitor the Rallway's activities for
in-depth studies and for traffic
rosting.

~ Whenever the future of the KV
Line comes up for review, it imme-
diately rouses widespread Interest
though the enthusiasm generated
is not always matched with {facts
or meaningful analysis. The KV
Line is & historical antiquity; its
construction commenced in 1900,
just 36 years after the first broad
gauge train ran from Maradana to
Ambepussa, It rapidly expanded
during the early years of the cen-
tury but started to shrink during the
Second World War and again in
recent years. In the Colombo com-
muter area the users of the KV Line
are mostly Government servants who
have their season tlekets heavily
subsgidised by the Government and
in the remote areas those who do
not have ready access to road trans-
port. These groups along with some
non-users have clamoured for its
retention and improvement. On the
other hand, the pre-cccupation of
the operators. that is, the Rallway,
appeats to have been centred almost
wholly on the problem of procuring
and maintaining an adeguate set of
rolling stock for service on the Line.
The question of viability, or proifi-
tability, does not seem to have en-
gaged the attention of any particu-
lar group seriously. Thig is under-
standable because in the conftext
of a heavily losing Raillway enter-
prise — the annual losses being in
the Tegion of Rs. 100 million — it
could be argied that the losing lines
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of the Railway would not be the KV
Line only and that this Line should
be treated no differently, from the
other losing lines. =
There are, however, fundamen-
tal differences befween the narrow
gauge and the bhroad gauge which
may not be widely kEnown., There
was, even in the pioneering years, a
sehool of thought which cpposed a
two-gauge system and which suc-
cegsfully resisted the attempt to in-
troduce a narrow gauge in the up-
country even though the differences
so noticeable now in the operation
of a two-gauge system would not
have been as evident then. When
the KV Line was construcfed as a
narrow gauge, the Railway was sup-
planting the animal-drawn vehi-
cle so that the new Line Adespite the
handicapg did confer an advantage
fo transport users. Today, the
situation has changed. The motor
vehicle has encroached on the Rail-
way preserves, and the differences
between the broad and narrow gauge
lines have become more marked than
ever. The width of the narrow
gauge is 2 feet 6 Inches as against
5 feet 6 inches of the broad gauge.
Its maximum permissible Speed,
that is, the maximum speed of
trains permitted on the track, is
only 20 m.ph, as against 50 m.p.h.
on the broad gauge, These differ-
ences under the operation of trains
cavse wide differences in output.
The average speed of a stopp-
ing passenger train is about 14
m.p.h. on the KV Line and about 25
m.p.h. on the broad gauge, and the
passenger carrying capacity of a
full length passenger train on the
KV Line is about half the carrying
capacity of a double power coach
set. It ls easily seen from this that
for one train hour the broad gauge
will produce 3% times the passenger
miles produced by the KV Line. This
also means that, since the tariff is
the same on both gauges, to produce
the same revenue earning capacity
on both gauges the train hours on
the KV Line would have to be as
much as 3% times the passenger
miles produced by the KV Line, The
results are almost identical when
considering the goods service though
the valueg are different. This is an
approximate value but it is sufficient
to show that with regard to effort
and output there is a wide zap bet-
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weenn the KV Line and the broad
gauge, & gap which cannot be bridg-

-ed bhecause of the lmitations which

have been built into the KV Line.
Apart from the relatively high effort
needed to earn revenue, its poten-
tial to attract traffic or to earn
revenue iz also low. Passenger fraf-
fic is not attracted to the KV Line
hecause parallel road services are
much cheaper for long distance
travel and the services much faster.
Goods traffic has been declining
over the years and what is left-over
NoWw moves one-way, being mainly
food traffie originating from Colom-
ho. For economy in operation traf- .
fie must be two-way. Though there
ig traffic in the region it 1s not rail
borne.

The KV Line — ag it was until
recently — ran from Fort to
Opanaike, a distance of 87 route
miles. It formed 9 per cent of the
total route mileage or 12 per cent of
the total track mileage, that is, the
mileage of track availlable for the
running of trains. But the train
miles operated, the passenger jour-
neys undertaken, and the goods
moved did not execeed even 4 per-
cent of the total. The train miles
per track mile was lesg than half
that on the broad gauge. There was,
therefore, a serious under-utilisa-
tion of available ftrack ecapacity.

The KV Line as it is now cons-
tituted has several unsatisfactory
features and it would, therefore, he
difficult to suppori a ¢ase to extend
the KV Line as a narrow galge.
There are other matters regquiring
priority attentlon sueh as, for ex-
ample, the situation in the broad
gauge where goods traffic has been
declining at an accelerating rate
from 1970. From the all-time high
figure of 228 million fon miles moved
by Rail in 1970, it had dropped fo .
184.1 million ton miles in 1975 — a
drop of 19 per cent in 5 years,

What then should be done with
the KV Line, it may be asked. There
are really five options. Tt will be
useful — the reasons will become
evident later — to Dbreak up the
length Fort/Opanaike into Fort!
Homagama and Homagama/Opa-
nalke. The options are:—

I Closure of the whole KV Line;

1i. Broademing the whole KV
- Line;

I1II, Closure of Homagama/Opa-

naike and operating Fort/
Homagama as 2 narrow gaunge;
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COMPARATIVE TABLE OF SPEEDS AND DISTANCES

Homagama,/ Gampaha/ Pana{lura}

Maradana Maradana Fort
1. Route Miles 15 1€ 16
2, Time taken by hest
; commuter traing (mins) il 51 51
3. Time allowed for stops (mins,) 12 12 12
4, No. of stops 12 12 13
5. Maximum permissible speed (m.p.ho 20 50 50
6. Average speed, with
stopping time (m.ph.) 12 18 18
7. Average speed, less
stopping time (m.ph.} i 14 25 25
8. Average length between stops (miles) 1.2 12 12
ed to operate a train service. The The components of the total

KV commuters will want a speed
comparable to that enjoyed hy the
broad gauge commutfers, The In-
crease of passenger traffic as fore-
cast cannot be attained unless a
reasonable speed is assured. A com-
parative table of speeds and dis-
tances which is given above will
reveal some points both useful and
worthy of note.

On the broad gauge the average
speed of operation for a stopping
train is 25 m.p.h. though the maxi-
mum allowed is twice that speed.
On the KV Line the average speed
iz much closer to its maximum value.
The average distance between stops
ig the same in the narrow gauge and
the broad gauge, being 1.2 miles,
This low value acts as a constraint
to the attainment of high speeds
by stopping ftrains. A paralled
situation operating in the Upper
District can now he brought in for
comparisonr. A commuter service
operates between Kandy and Matale
where the maximum permissible
speed between Kandy and Katugas-
tota (3.54 miles) iz 20 m.p.h. and
between Katugastota and Matale
(13.83 miles) ig 25 m.p.h., while the
average speed, less stopping time, is
19 m.ph. Thus high maximum
speedyg are not reguired by stopping
trains. :

It will be obvious that the maxi-
mum permissible speed should be
higher than the present speed on
the KV Line and, taking the exam-
ple of the Upper Distriet, it should
be higher than 25 m.ph. It has
also been shown that the upper limit
may not be as high ag 50 m.p.h.
Such a high speed is required most-
ly by long distance passenger traing
running express and this does not
apply to the Fort/Homagama sec-
tion. Between these two wide speed
limits lies a narrower range, which
could be deduced.
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time taken hy a train between two
consecutive stops are:

Acceleration to steady speed:

Running at steady speed (that
Is, runhning at the maximum per-
missible gpeed);

Deceleration from steady speed.

Three aceeptable assumptions
will now be made to simplify the
working., It will be assumed that
deceleration which is faster than
acceleration is twlce the rate for
acceleration and, secondly that the
train should run a reasonable dis-
tance at the steady speed, say, for
half the ftotal distance between
stops, that is, for half of 1.2 miles.
Thirdly, a wvalue for acceleration
(See Footnote) will be assumed. It
can now be caleulated that the maxi-
mum permissable speed under these
circumstances need not exceed 42
m.p.h.  For speeds, say, of 424, 36,
30 and 24 m.p.h. the tolal time taken
by a train under the same condi-
tlons, to cover the same distance
between stops are 151, 163, 180 and
208 seconds respectively., These
selected speeds have a 6 m.ph. dif-
ference. The difference in the total
time taken bhetween 30and 24 m.p.h.
is 29 seconds while between 42.4 and
36 m.p.h. is only 12 seconds. Ag the
speed inereages the saving in jour-
ney time decreases. In the clreums-
tances it may not be necessary to go
as high as 424 m.ph. Under the
clrcumstances assumed the maxi-
mum permissible speed can lie be-
tween 30 and 38 m.p.h.

There is thus a clear case for
broadening the line upto Homaga-
ma. The fact that it will be a sin-
gle track will, if at all, be an im-
pediment only to operations, but
not to the development of traffie.
The 8teel Factory, is 2% miles from
Homagama, If the rallway is ex-
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tended to the factory it will be con-
nected to the entire Railway Sys-
tem, to all its sources of raw mate-
rials and to its fuel supply.

Commuter traffic originates as
a result of separation of dwellings
from work places. 1If the area
around terminals is developed with
dwellings, say, upto a distance
equivalent to journey time of about
20 minutes whether by hus, foot
or both then that area has poten-
tial commuter traffic. The section
Maradans/Bambalapitiva of 4.3
route miles is studded with work
places. Most of the commuters on
2. morning detrain in this section.
On the narrow gauge the work places
are on the section Maradana/Nara-
henpita of 351 route miles. The
total route mileage exposed to work

places, with the broadening, will
now be 790, say, 8 route miles
Again, the area upto Homagamsa

hasg a high density of dwelllngs on
both sides of the track and com-
pares favourably with the coastline,
which 1s exposed only on one side
to rail influence, and to the Main
and Negombo lines which run
through sparsely populated areas.
Because of the improved accessibi-
lity of work places in the Colombo
region, there will be an increase in
traffic not only in the broadened
section but also in the other sec-
tions. :

It may not be widely known
that two-thirds of the total season
ticket journeys undertaken in the
Railway lie, that is, originafe and
terminate, in the area enclosed by
Gampaha / Panadura / Ja-ela, of
radiusg 16 miles from Colombo and
of length 34 route miles, The traf-
fic is self-contained within this
area. Though there are 829 route
miles opened for passenger traffic,
the season ticket traffic igs coneen-
trated in this area of 34 route miles,
The addition of the broadened line
upto Homagama, which is also of
16 route miles from Colombo, will
bring the total to 50 route miles. A
satisfactory train service provided
for this area will solve two thirds
of the total season ticket traffle
problem of the Rallway. In any
scheme to electrify the Rallway
System, priority should be given
to this area first rather than, say,
electrifying the stretech to Pol-
gahawela, also about 50 rout miles
from Colombo.
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This practlce in the parlance of
the Dry Zone pessant is called the
Gethmma (divislon) system. How-
ever, it should ke noted that the
system cannot  function efficiently
unless there is equality or moederate

ingauality i fthe: :patiern. of:
ownership, It hecomes in-
creasingly  evident that rising

iteguality in land ownership is cong-
training the operation of the belh-
ma princlple on the basis of finely
worked oub yaya divisiong and re-
guire more fiexible arrangements
45 those described by Yalman for
Vilgwa — a villaga in the North-
Western Province?

In an environment, where scar-
city of water is the crucial factor
infiucieing settlement and agricul-
ture, the rights to irrigated paddy
land are of the utmost importance.
This has, for example, resulted in
a highly comiplex and finely work-
ed out system of land tenure among
the peasants of Parangiyawadlya

The division of the wyaya in
four unegual sections  provides
the framework within which the
tenurial system is operated. It is
asrgued that the fragmented owner-
shin of yaye land may not be a
problem  when labour is the only
input in agriculture, However, if
uther capital inputs are to be intro-
duced and utilized efficiently in
peasant agriculture, the fragment-
ed ownergship of land is bound to
place constraints. Thus, it is seen
that land consolidation is an essen-
tial prerequisite in the moderniza-
tionn of peasant sagriculture. This
faet is recognied in recent legisla-
tion relating to the peasant sector.
of £rl Lanka. (e.g. the Agricultural
Productivity Law No. 2 of 1972).

It is clzimed by the peasants
of Parangiyawadiyva that the frag-
mented cwnership of land is an
important factor in the proper main-
tenance of the channel system
which forms a vital component of
irrigation. Unless the channel bed
is clear and graded, it is not possi-
ble to ensure the eguitable distribu-
tion of water smong the different
sections of the yaye. The failure to
achieve this results in an inadequate
supply of water especially to the
lower sections of the yape,; there is
also the attendant problems of waler
loss due to evaporation and seepage.
Further, some parts of the yayg may
be affected by a surfelt of water. It
ig, therefore, suggested that the
present system of dispersed owner-
ship of land is a factor which con-
tributes to the collective mainten-
ance and management of the chan-
nel system. There is the fear that
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conzeiidation of land, resulting in
the localization of individual in-
terest in the yeye, might result in
the neglect ol the channel network.
he pessant resistance to land
consolidation isg also supported by
the fear that it would result in the
disintegration of the finely worked
out cultural practices designed to
maximize on the scarcity of water
and provide social justice to the
community, A close examination of
the cuifural  practices involved is
tiecessary for the proper appraisal
¥ ihie point st issue. Thus it is
i that the usual practice in irri-
zated agriculture is to irtigate the
fields farthest ifrom the wewe first
and then work inm progression fto-
wards the scurce of water supply.
Byen il the entive yaye is net culli-
;ated (hased on collective declsions
when the wewa water 18 insuffi-
cient), the sams principle is adhered
to, i.e. cultivation begins at the far-
thest point.  This is a sensible prac-
tice since it ensures that the fields
located at some distance from the
wewa  will have water for cultiva-
tion. On the contrary, if the fields
cioser to the wewe are irrizsted
first it might not be possible fo pro-
vide gufficlent water to lower see-
ticns of the yeya. It iz also perti-
nent to mention that the wagula
prineiple is adhered to by the pea-
sants of Parzngiyawadiya to derive
further gdvantage from the eultural

ment and wutilization of irrigation
water.

Tlie dispersion of shares within
the yaya is also a convenlent arran-
gement to overcome the differential
fertility of the wayae. It is observed
that there is a progressive increase
in fertility from the upper to the
lower end of the yaya:s this has much
to do with the flow of irrigation
water ie. the coarser material is
denosited nearer the source of water
sunply while the finer giltg are depo-
sited in the lower reaches. Thus the
situation arises where In the upper
reaches there is an assured water
sunply combined with low-fsrtility.
and in the lower resches a less re-
liable water supply combined with
high-fertility. Henece, the tenurial
prineiples outlined shove tend to
haiance the inegualities of the land-
water reiationship.

It has zlse been argued that the
small units  of  cultivation permit
betler regulation of irrigstion water
and aliow for more intensive use of
the Hyaeddas (fields enclosed by
hunds) . Further, fragmentation
permits the preper maintenance of
the irrigation system because it en-
sures collective responsibility for the
channel system.

It is usefvl at this stage to
examine the more specific charac-
terigtics of fragmentation. The sta-
tistics given in the tables relate to

i

Table — ¥ CGWNERSHIP PATTERN IN RELATION T0O VAVA DIVISIONS
F{#nﬂship Pattern > ‘n =BT
| Numher

Shares in  all 4 diyisions 57 o
{ - Shares in 3 diyisions only 19
{ - Bhares in 2 Cdivisions conly 07

Shares in a division only

Sourece; Field Survey

adaptation described above, It is

therefore, a common practice sane-

tioned by tradition that in the pre-
paratory stages of cultivation, irriga-
tion water is conducted in tempo-
rary channels - (wagula)  which
e ACTOSS fields lying
above those irrigated, Such
channels are usually non-cir-
cuitous. It is therefore, possible to
minimize the losses due to evapo-
ration. It should bhe noted that
such practices are possible because
the peasant is socially conditioned
to adhere to group norms; without
it the group as a whole stands to
iose. It Is feared that consolida-
tion would remove the social com-
pulsion to obey group normg thus
creating problems in the manage-
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Parsnglyawadiya but in the author's
experience the generalizations drawn
from these tables hold trues for
other wewa - yaya systems of the
Dry Zone. :

The data in table I reveal that
of the 87 shareholders of the yaya.
66 percent own land in all four dlvi-
sions of the yaya. (It has already
besn mentioned that the wpeya in
Parangiyvawadiva s in four unequal
sections).  Bui 13 per cent hold
shares in one or two sections of the
yoya. Another 22 per cent have
ownership rights in three divisions
only, The inequality of pangus
evident in the table is a negation
of the ideal referred to earlier. It
is clearly a recent development and
is' a sure indieation of the inecreas-
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iand consolidation viz, (a) scarcity
of water (b) the differential fertility
of the land and (¢) the size of indil-
vidual holdings.

Land congolidation necessarily
implies a change in the present
practiceg  relating to lrrigation
water use. It has already heen
ohserved that the scarclty value
attached to water is a factor in the
present system of land tenure. If
the water suonly can be assured for
both Maha (ralny season) and yaio
(dry seasor) it will be possible in
large measure to overcome peasant
resistance to land consolidation.
However, it ealls for a change in the
methods of cultivation as now prac-
tised. The usual practice at pre-
gsent is to commence irrigated paddy
cultivation after the wewy ls filled
to capaclty by the Mgha rainfali
As a consequence much of the ini-
tial fall runs tc waste., However,
the Dry Zone {armer is also adept
at rainfed paddy cultivation under
zertain conditlons. In the termino-
logy of the Dry Zone peasant, raln-

fed coltivation is known as kekulan,

The technigue of rainfed paddy cul-
tivation is less exacting fthan that
for flow irrigated paddy cultivatlon.
It is suggested that by a combination
of hoth technigues it is possible to
maximize on  the avallable water
supply, Thig will necessitate rain-
fod cultivation of the yeya in maha
thus conserving the wewg water for
valg cultivation. If necessary wewa
water may be stringently used to
stipplement rainfed paddy cultiva-
tion in maha. An alternative stratesy
for meha cultivation (s that of
atilizing =ub-surfzee water by re-
course) to lift irrlgation as sugges-
ted by Madduma Bandara?® This,
however, involves a wide denarfure
from existing cultural practices.

The adoption of the charges sug-
gested above calls for a betier sys-
tem of water use than that avail-
able at present. Therefore, it is
Imperative to do away with the
present permissiveness in irriga-
tionn  water use. It will, there-
fore, be necessary to introduce
strict supervision and discipline
in water issue and serious thought
has to be given to evolving an
efficlent institutional mechanism
at village level for the enforcement
of irrigation rules. As Chambers
suggests these mezsures would he
ineffective without political support
from the highest level?®

The process of consolidation it-
self conld be a gradual one. It will
asgess the importanece of land con-
solldation through practical expe-
rence, An example will iliustrate the
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point. It has heenpointed out that

the yaya 15 in four divisions in
Farangivawadiya. It has further
been obssrved that there is frag-
mentation within each seetion of
the yaya. It iy suggested that as 2
first step the dispersed ownership
of land in the different divisions
of the woya he maintained while
achieving consolidatien within each
section. Total consolidation of hold-
Ings —— ie., the consolidation of the
entivety of an indlvidual’s holdings
in the different sections of the yaya
Into ‘one block’ may be effected on
a pre-determined time - scale.

In effecting ‘total consclldation’
due consideration must be given fo
the extents held by individuals., The
differential fertility of the vayae too
has to be taken into account, It
would, theveiore, be necessary for

those owning small extents fc be

aligeated land in the more fertlle
zeetions. It needs to be mentioned
in passing that the greatest resis-
tance to land consciidation s shown
by those owning relatively
extents of land. Those gwning lar-
cer gxtents will have to be accommo-
dated In the lese fertile sections.
This might call for forceful action
on the part of the village level insti-
tuticns, ITndeed in gome cases com-
nulsory acouisition may be a pre-
lade to land consolidation. In re-
zard to those cwning small extents
of land it may also be necessary to
explore the possibilities of rvesett-
ling them elsewhere, But the ex-
tent of Iand aliocated under village
settlement expansion must be suffi-
ciently =atiractlve to influence the
decisions of the peasant to relin-
onizh hiz rights to the purang yoyd,

Onee land consclidation becomes
a reality measures should be taken
to prevent subdivision and frag-
mentation, This iz imperative as
the traditional laws of inheritance
allow for the transmission of pro-
perty both fthrough males and
females” however, there is bound to
pe sregh ressistance ftowards any
iegislative measures almed at modi-
fying the rules of inheritance. The
way out of this impasse appears to
pe to make a distinetion between
the unit of ownership and the unit
of cperation. It could he Jegislafed
that while property can be subdivi-
Aded for ihe purpose of inheritance,
tile consolidated units of operation
should be maintained intaet., The
Paddy Lands Act No. 1 of 1958 re-
cognized this distinction. ‘However.
it did not lead to any far reaching
results hecause this provision pri-
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marily applied to land held by
tenantg only.

CONCLUSION

It has to be borne in mind that
land consoldation is a means to an
end and not the end itself. Theo-
reticaily, land consolidation by faci-
fitating the applicatlon of more
afficient methods of production

should lead to a rise in producti-

vity. However, this cannot be
achieved by the act of land consoli-
dation alone. It is necessary that
supporting measureg for agricultural
development should be made availa~
ble to the peasant py further streng-
thening infrastructural facilifies,
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shelf-life of fish partially tackled
the problem of perishability. This
further expanded the potential for
disposals of larger  surpluses. The
production and use of ice revolutio-
nised trade potentials further and
as a consequence there was a grea-
ter proliferation of activities related
to on-the-beach transactions: icing,
packing and transportation, bulk dis-
posals at inland centres; and so
forth.

These developments provided op-
portunities for a larger number of
peaple to make a lving out of acti-
vities allied to fishing. Sinee not
many from among the actual pro-
ducers eame up to tap these opportu-
nities gaps developed between the
production and consumption stages
and these were filled up by outsl-
ders. They initially entered as
agents, functloning as ‘buffers’ het~
ween  producers and traders/small
distributors, and hetween blg traders
and small distributors. Generally
they began to perform the role of
firianclers, especlially to producers to
whom they would advance money
for making craft or gear or for con-
sumption. To avall of this, produ-
cers had to pledge to -sell their fish
only through the mediation of the
finanecler. In this manner some of
them extended thelr influence into
the realm of production while others
established a firm footing in the
marketing  activities. Progressively
this new class of middlemen—agents
began to exercise a degree of mo-
nopsonistic power proportionate to
the extent of integration, control
and manipulation they were able
to wield, This concentration of power
also meant gyration of surpluses to
their fold with the result that prac-
tically all further expansion in pro-
ductive activities depended consi-
derably on them and the ‘sharks’
share of benefits would also acerue
to them. i :

Prior to the expansion of trade
the consumers of the traditional
sector were those in the immedi-
ate hinterland of the fishing villages
‘and much of the transaction was
barter exchange. The improvement
of preservation technigues resulted in
an extention of the market and also
a greater degree of monetisation,
Purely in terms of numbers the
clientele was basically rural or of

the lower income  groups in the
numerous coastal trading centres.
{The vegetarianism of the upper

castés was alse probably an added
reason for the restriction of fish
consumption to the rural and lower
income groups) For this segment
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of the population fish gradually he-
came an important —animal food
and a crucial protein intake. The
large collective demand emanating
from the rural areas encouraged the
continued growth of the traditional
form of production which in turn
spurred the activity of the small dis-
tributors and assured the supply of
fish at low and accessible prices 1o
the small consumer.

This mass, rural-based sector of a
large number of producers, distribu-
tors and consumers is what we re-
ter to as the traditional sector of
the fish economy.

The producers were confined to
pre-capitalistic  production rela-
tions, used labour intensive techno-
logies that were of low productivity
yvet yielded proportionately large
surpluses. The large number of
small distributors undertook trade
for subsistance and catered effecti-
vely to the widely dispersed  and
growing segment of low income con-
sumers. These were the main partiei-
pants of the sector but the control
was with the finance caplitalists who
were gradually gaining a crueial and
vicious foothold into the production
and marketing activities.

Modern Sector

The early post-Independence
period saw the faster development
of industry, trade and commerce
in the urban areas accompanied by
3 greater movement of the popula-
tion to these centres. Improvement
of roadg and railway facilities made
these centres more easily accessible
and this opened up new avenues for
disposal of flsh at much higher pri-
ces considering the greater demand,
The up and coming class of well en-
trenched finance capitalists selzed
the opportunities to divert the sur-
plus production of fish in thelr con-
trol to these new portals of demand
making full uss of the new facilities.
Simultaneously, planned fisheries
development was taken up for im-
plementation in a big way by several
state governments. In the eyes of
the planners the problems of the tra-
ditional fishermen was -one of low
productivity leading to poverty. The
penacea for poverty was to increase
production and productivity. Con-
dretely it meant a graduation from
the old, traditional fishing crafts to
the modern mechanised crafts used
successfully in the industrialised
gountries ke Britain, Norway and
50 011 =

The finance capitalists backed the
moves for mechanisation of fishing
boats, They infiltrated  the new
state-encouraged primary fisher-
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men's co-operatives i an attempt to
corner the sizeable number of me=
chanised boats issued through them
to the fishermen, With the extent of
control they already had over the
fishermen, this was a mattter of
pase and where attempted spelled
great success.

Fishing with mechanised boats and
nylon nets yielded very substantial
increases in production  and pro-
ductivity and spurred out the begin-
ning of bulk movements of the larger
species of fishes to the urban cen-
tres. The mechanised boats not only
resulted in increased productivity but
also in a whole new realm of costs
—of diegel, engine oll repairs —un-
known to the operators of non-
mechanised craft. All this meant
more financial requirements and
made the fishermen who operated
the boats more vulnerable fo the
overtures of the inereasing number.
of financiers who are willlng to ad-
vance money to tide over expenses
of ‘oil, fuel and repairs in return for
the right fo sell the fish caught
on the boat,

The increased volume of ecatches
also resulted in small fish distribu-
tors being easily edged out due fo
their lack of funds and control on
the producers. They had either to
move out of the trade or purchase
fish, on very unfayourahle terms,
from the many financiers, who were
also becoming large merchants.

In this manner the traditional
sector of producers as well as the
new class of fishermen on the mech-
anised boats who continued to  he
predominantly from the fishing com-
munities—got Integrated into  the
large network of marketing cha-
nels. This network now extended
across -states linking  the hitherto
peripheral villages to more distant
inland urban centres. The rural con-
sumers in the immediate hinter-
Iztnd and within cyeling distance (a
new mode of fransportation taken
up by the distribution) still form-
ed the consumet base and account-
ed for the bulk of the consumption
both in terms of volume and value.
But the urban consumers provided
the impetus for expansion of trade.
The network of movement of fish
from surplus landing points to big

- demand ecentres obscured the rapid-

ly emerging exploitative links bet-
weent the vested Interests at  the
two endg of the trade circuit. The

producers, still faced with —buyer’s
market, recelved no significant re-

turns for inereased productivity. The

econsumers, in a sellers’ market had
to bargaln hard over the soaring
final prices in  spite of persistent

Economic Review, Seer/Oct 1978



poor quality oi fish, decaying Tor
want of suificient ice and proper
care in handling and transportation.

With the emphasis on ‘moderni-
sation’ of the fish economy a whole
new infrastructure of research, de-
velopment and training institutions
in the field of fisheries was set up
in important fishery centres all over
the country to cater to and spear-
head the programmes for large-
seale development of the fishing in-
dustry along the lines of the indus-
trialised countries. International
collaboration and advice from such
international organisations as FAO
was sought for much of this activity
and some concrete country-to-coun-
try development projects were ar-
rangad.

Take the case of Kerala wheré
the Norwegians were at work on a
project for ‘integrated fisheries dav-
elopment’. They ruled out the pos-
sibility of an intermediate form of
technology to meschanise the fra-
ditional canoes or catamarans, and
instead introduced the new Pablo
mechanised boats. They also set up
a Sales Organisation with the in-
tention of developing a network to
handle the processing and markst-
ing of fish. Thus, technology then
prevalent in Norway and forms of
organisation suited there were trans-
planted to the calm and qulet fish-
ing village accustomed to its tradi-
tional and deeply rooted system of
operations. The Sales Organisation
failed before too long. Itz own in-
ternal structure and economics
made the fish that moved through
it too costly for the consumers ar-
ound the area. Later, even concen-
trating on the upper-income strata
of one urban centre did not provide
a sufficiently large turnover. The
loeal interests of the middlemen
and the big merchants also scuttled
its functioning by out-buying the
Sales Organisation when the cat-
ches were low and withdrawing from
the shore when there was a bumper
cateh. A quick succession of such
situations and total chaos prevailed.

Along with the catches, of the
mechanised boats came small quan-
tities of prawn — a crustacea that
does not have much of an internal
market but which has a demand in
the dried form in Sri Lanka and
Burma. Resource surveys showed
that the reegion off the Kerala coast
has a plentiful resource of these
crustacea. The Norwegians saw that
the introdmnetion of freezing techno-
logv and the diversion of the prawns
in the frozen form to the U.8. where
the demand for it was picking up
would be the solution to their knotty
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problems. With one stroke they had
discovered the way 1o avoid the
self-defeating internal logic of a
costly technology superimposed on
poor consumer and also the path
‘0o avoid conflict with the vested
interests.

Bottom trawl nets were introduc-
zd, {rezing plants were set up, trade
contracts were astablished in  the
US and the prawn rush was on
(Bottom trawl nets are used to
catch the fish (called the demer-
sal speeles) which inhabit the bot-
tom of the ocean, of which the crus-
tacea, prawns is one. These nets are
large and heavy and the pressure
of the water acting downwards on
it necessitates the use of mechani-
zal power to operate them. This
method of fishing is therefore not
feasible from non - mechanised
craft).

New Vistas Opened

A whole new vista was opened. In
the early sixties fisheries suddenly
became @ sector with enormous ex-
port potential in a  situation when
{oreign exchange was a crucial need.
All and sundry who ventured to take
the risks of enteroreneurshin were
encouraged. Persons who  would
otherwise¢ have shunned any asso-
ciation with fish or fishermen found
a new responsibility in prawns.

On the cne hand the fish economy
wgs breaking open to a new set of
forces and interests. An otherwise
seemingly stagnant economy was
soon well within the tentacles of
the world capitalist market forces.
On the other hand, the semi-feudal
relations deepened in the traditional
and modern sectors of production.
For the traditional fishermen using
the non-mechanised craft, prawns
was not a new soecies in their cateh.
They caught it in its season, may
be never ate it themselves, and in
times of bulk Jandings even disposed
it of as manure for coastal coconut
plantations. For them this overnight
transition of an inedible speecies in-
to their ‘gold’ was beyond compre-
hension (Between 1960 and 1974 the
share of prawns to the total marine
exports, of India, in terms of volume,
inereased from 30 percent to 77 per-
cent and in terms of value, from 41
per cent to 90 per cent. The unit
value realised increagsed from RS,
332 per kg. to Rs. 19.10 per ke.
during the period). They had the
capacity to catch more of it and
were even hapoy to accept the liberal
cash advances given to them during
the off-season for the mere pledge to
sell their prawn catch to the same
merchant/middleman. In fact until
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the late sixties this class of pro-
ducer contributed over three-quar-
ters of the cateh of prawns which
finally found their way to the luxury
hotels of the TUS and the wedding
ceremonies cf wealthy Japanese, In
this manner the traditional {fisher-
men were linked to the world mar-
ket through a hierarchy of middle-
men culminating in India with the

noveau riche merchant capitalist
owners of freezing plants and in-
sulated vans. They in turn  ex-

ported thz frozen prawns to a trade
agency in the importing country
which distributed it through the
chain of department stores and
frozen food retail outlets to an ui-
tra modern consumer in the develop-
ed industrial countries of the
world.

Emerging Ultra
Modern Sector

The involvement of the indus-
trial capitalist— big business houses
and the multinational corporations—-
m tha iisheries sector came at this
stage in the history of the evolu-
tion of the fish economy.

The big houses initially entered
the fisheries sector and more par-
ticularly the marine exvport trade to
fulfil their export obligations as
sxport houses and later as a result
of their acquiring import licences in
terms of the Import Trade Control
Policy. Under this policy an export
house was required to export non-
traditional goods (of which canned
and frozen fish was one) the f.0.b.
value of which was to be equal to
four times the value of the licence.

To achieve this some of them in-
itially acted as merchant capitalists
buying products from processors and
exporting it under their own brand
name, (Taking advantage of their
position as experier.ced Export Hou-
ses became a luerative proposition
for both the business houses and
the processor. The former was as-
sured of steady supplies of the pro-
cessed product without having to
produce or procure it, the latter had
an edge over the other processors
because higher returns were offered
by the business house in the form of
a T to 10 per cent commission on
sales value. Additionally the hother
of exvort formalities and the com-
plexities of marketing were done
away with)., Some others went a
step further to give a few finanecial
doles to ‘enterprising young men and
institutions’ to buy their own fish-
ing boats and start fish nprocessing
firms. The understanding was that
the exportable species would be sold
to the brsinesg hous<e,

To be concluded
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