


FROBUSTION OF FRECIRAL AGROTULTURAL CROR

ECONOMIC INDICATORS

Surcesmes have no doubt beer recorded in the economic
cavelopment strategy of the country In recent yoars but thay
have not core without aceompsnylnyg prablems,  The problars
are mainly of a structural naturs 2nd are closaly intarinked. with
sital seetors of the soononiv. es evident from the indicators on

Sri Lenka's balance of payments hes eantinued $o detaria-
rate and the major reason for this was the declining tarms of
wade brought about both by & greatar damend for imperts
fwith increasing dewslopmant naeds), end the comparatively
poot export performanca, particularly by the mejor commodicy
exports,  The result in reflected in a less optimlatic averall voo
nomic pleture (than in some asrlier yvears) that cmerged st the
end of 188Z and the Central Bank reporting thet production
[grenvth of real Grow Demestic Product) hed deelined fast year.
The *reaecn, & lustrated hers, wae mamnly the lowar growth
inaprlculture, particularly such majur crops like peddy. tes
and tublber, which recordad negetive growth ratas in 1982

A harsh international climate, in which terms of tréde swere
unfair for Sri Lanka, only compounded these problems, Far
instanee, afthough the welurme of both rubber and copgmet
enpits showgd an inoresse [n 1882, these gains wars almast
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fully wiped out by the drop in international
pricas.  Meanwhile, the import bill contin
ued o osoar.  Crude ol imports coat over
Rg. 10 Billon In 1882, raflacting an In-
craase of over 26 per cent mare than the
previcus year even though quantities jm-
ported did nat go up  oportionately,
The resulting adwverse terms of trada fad
o & widening of the country’s trade gap
and g further deterioretlon in the balenca
of payments situetlen,  This also crested
4 graeter restufes: gap demending even
morg fareign  assistance, revesled in the
diagrams bealow,

There gra  lasues that confront the
Aational budgst, especially when the pace
of development has to ba malntained,
and it the Ecaonomy 5 o Ccove ahead.
Hewe to limit expenditure while mising
meore reyenue i3 todey a basic task but
closely finked to It are these widsr lasuas
ot production, balange of payments and
farrion resourco.
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DIARY OF EVENTS

Jupand wnomplayereny steod a1 24 pereunt af the
it labour tored, o gkt sverage af 136 millidn par-
aons i 1832, rhe weciewd highest affer 2,5 msroent
rscorfed In 1955, Japen's Statistles Surna eRaoon-
ced |n Takyno,

Gowernzeg 01 the [mger Amerleon Cizuplopinet - Bk
|LADEl tvrtdineely agresd o Parig 1oo4 3 13 Edlian

larding programme in fhe faxd T sears bac remained
el Ghmr toe Qaeston o jisdividual paunery ope-
tribsatiome,- sccording 1o & bark gffjcial,  Gowerrars
gf ahe dF—mtion egensy Wik irselicg g Yinpllss
¥ TSB3-BA fumgig propramme b9 provide credits
lor dabelzpunede prajects It LaTin Arawricss coun-
trics . LADR aembere include the US, Canmgds,

ifsster Edrogaan nuation: snd Japaioas weall g5 Lstin
i riean Coun riss.

Tha  limfgrration=l Maretary  Fom k) resorted
in Washingion thar the intiatian sete in naneoll degs-
laping sauagrisg confinued 10 ineredg sacking 39,2
i Octaber izsT grRe. Inocondrast, ths rate 6 corsamar
b risz In Bhd anfaginal countrles slaveesd - Forthar
In Movember . dragpicg 1o B3 cercent Tram 6 Ik
Canker, the Fard sald,

A0 Aprooment was zigoee veth hr Fntaodcsianal Fond
far Apricuttusdl Cuwesvpment. SFADT pevidicg far
3 loen aof S0OF 1296 milion {26283 molion, sparo
ximateiyl Far the Bedully Diszric: Bl Dweeldprent
Frfece.  The piocesds of the loan i desigond 10 in-
crease Incame ond ingroee the Iidng smidarce. of ghe
rural adaulstion - of the oroject ares, wiik fxE bicuiar
referance 1o the gmell holders growiag-irogsad fisd
CrORS, weqetaics 123 §rdd miace expart croas

Th= &pprogriation Bilh 1883 which vl Be oresenied
I Perlsmarnt on Februscye 36, 1903, by the Rinsster
pi Flranee =nd Parning.  The Cabirer of Binisters
sppraysd the ot Aparcariation 34l which inddiceisy
the budge=t deficic to b slmset 22 bioilon reaees this
wuar. Tocal sepunditues = owtimsled At [T 48865
mullar - parsistisg of As.@S 862 orilion  recuirbng
myxparpditurs Fopd e 25 9T mollior cupitsl svparsditars,
welle bunl rovsoue s sstimabsd st B 20800 mallion.

The Catinwt apenvve: gologn of 176 ryl pon DR far
the  Kirizpi Dy Ireigatice . S aecd Projast gnow
ragErnmiclst oy B the Bimiatar &l Fooasace sl Pig:
nning: Mr, Radnjs @ Mel. Tar prajesl b soaspeisinl
by A3, Interaational Fond Tae Agigeal oz - Dasslajs-
mens HF S and Feccial Mopoll s a7 fcirasiy
Etreszing ThA urgenr aged (07 8 wond poanamin resa-
wery, Fipance Rinwee Fpor desnloping Aarical viag-
tirg In l".'.:l!-l'l|I".3;|'||:|I1r slll oo jrdustia couarTiss
ta adoar stimalashve 2eganaic pabcizs. A tha gans
time, the Incnenardonal Bonekesy Fund's [himag alf 340
Firance r.-'llrlll:':rs.. teamy Lulii: Ariarics, Asiz 2o A
can. counincs, urgsd & omaisr aspgrnon of 1M F tinan-
Clal mesoarees fee loens o roembarastions shiat faca
Imtermiaticial | payirent ;:Hi:Jlt}:‘:._Hbjllﬁn.l B
Saysanrdean inaognraies Lhe third sessicn of S5¢
Larikea® wighlls Pie limirant.
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Thy werld soanamy il mske & aeadaal Techuiny
thie yapr Tmeon worst egwssion sicee tha 19305, asoar-
dirg o p Firecest areporsd by the Lacenatonal M.
ary Frnd [1WEL statae’ a Fugter repany  Imoiks repoir
an tha glebinl ssaramile 8o tleok; the 1MF seic it acpns-
ped e sy wauld diadusily pisk 0 fpeen a5 The
WHar, preghasied.  The el ar ececamic aetleley
Lo which leemwtr indlazlan avel intorast va we ure cxpacied
o cantsiluge s pos peajestsd 00 galawr graduaiiy
Garing 1883 1he regore caid

Thi Bt BOCK westercsy mousd to st e che
Exchangn op ot A lTOB T the UE iy lar sy smaving
the ropwegoliar pearicy slight!y guer ans rufoe, Tham
Gierrar ot Wy Certizi Sark wiss rapErked x 1eking
1hel ma o furcher sdjustrent vaas FEE iy o Imiimice
P ezmipetties. Acsition of the Srl Lanka mipcs 79
presactig gaaobs whels shan extending & protsei
ormr ko imoo salgticnhar jndusirg pirengehar
Hei oy e micdie L=’

An agrssment with 1:'1.r.' Az Desalogn-iwss Bank
{808 e g laan of U2 Dollars 125 wllion - |Fe 3176
milllsar, - Apaaeisugiety | soeards tinarcong a Lisascock
Dirsnlanant Pogjecl. Tha arogect is almed arisgrssing
tha guadity - ael proguctivity of carcle,  badznles,
Fige Al prenalieyy jrothe prioece arga.

Thn Gavnrariens  arnconcwl 8 mediEion Ol Tu A0eEr
sam moes o trads, menaleclueing and Gapars -ard
okio irport dyda= jn oo Gazalls Eefroarciaary paEtl
shod an Fearuare 1B, [weigionn e dmipors dubios wesse
also arnparced by ogeeelid o Fabirudy i A0
aresse In the sa's=s gfux an léef tabaces ased o ciga-
rettee e pises was alsa araunesd Sy T i e
on wihicd changes 0 pries woes anneancel e pivs,
sugar, wiheat, arrack and Femertend  fewesges, o wind
newispring |S5es paps 4).

Biliain propussc 0.8 percerd gul in ke prices of il
Ptk Sza O3l sl withle oy ils wedd's tap ail-
pracutirg cpardtis wies tallgeeirg sail. The anrau e
it 1hot B kin intended slashing Whess gollars off
g barrel, msging its cruds the greiaeit binrquslity
lignr erudy i e offiziel s macket, had glick
reporcL s o Har diddle Bwar, Gerraal Soreriue A
“Etvina,

Thy pea betwecn Gossoridnt’s reverds Al aspen-
dlitupe this year wiil beoap unpracedesnred S 258
billiar, sscording 1n P& Exfimetsr ot brpsadiios
il Auppnue for 1993 oresntsd e Pamloment wy e
Mintaer of Firance.  Sowrement Edpendities o
1982 wowes| up ta HsS5E LN, freor an esteetad
Ha Q15 4y, the precacs yenid shily, Tleesnue i@ se
timaten &l R 207 br..as apsibic Re1E:2 bnoin 7ag3.

The Japanese. gavcrmimen il pravide 3 ganT ar. Yoo
J0FAGT mn. laperoxiciaraly Re 27 78 million o 1S
S 128 miltion) 1o Bri Loaka 1o be g for scangmis
diulopment, fccordirg oo 29 wgneement ngred e
Calawbe, This is the fifth 4 & daie ol debt raliet
ArancE ealeieiad by b= Japansss oaveraienl woSn
Lankx in perapiance ol ¥ resaliotic ot the minily gm-
olal soctlon of the Trede ard Deselearienr Fogd of
e UMCTALD o debit wnd develapoier s pecbilare of
dewclaping oot
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THE BUDGET
1983

The importance of the Budget
of 1983 is that it sets out the broad
guidelines for the country’s economic
policy during the Gaovernment's second
“term of office, just as the Budget of
November 1977 set out the guidelines
for the five years that followed.,

The impact of the Budget on the new
economic policies introduced in 1977
has been felt in varying degrees aver the
past six years and growth has been
recorded in nearly all sectors of the
economy. The average rate of the GDP
during this period has been more than

double that of the previous five years,
while a noticeable upward twend in
employment creation has been observed.
3ut with these successes in economic
development have also emerged pro-
blems of a structural nature, which
demand adjustments if there is going
to be continued economic progress in
the years ahead.

One significant feature of the Budget
for 1083 is that it attempts to face up
to the country’s current resources posi-
tion. It indicates the need for a re-

of priorities

40 v0p

o500 L

0,800

: 75 [8Fe  1BVF 1978
arientation in development policy in
facing up to the deteriorating balance
of payments and budgetary position.
The Budget also emphasises the need
for “austerity’’ in the country to over-
come some of the major problems in
the economy. In order to achieve this
objective it emphasises the need to:

allocatescarce resources as rationally as possible, with a carefully worked out systam

reduce Government expenditures especially those relating to capital projects; with

no new capital prajects to be undertaken in the next two years

of foreign resources

step up the domestic savings efforty with the anticipated slowing down in the flow

make a substantial effort in revenue collection for the year 1982

deal with the balance of payments problems facing the country through sdjustments
in the exchange rate and tariff structure

provide additional incentives for the traditional exports sector; to ensure sufficient

producer margins and thereby increase preduction and exports; look for new export
produc_ts and markets to reduce the country’s dependence on a narrow activity base

bring about reasonable price stability in the year 1983 by bringing the Budgst into

balance with the reduction in the expansionarv financing component of the Budget

enhance the flow of resources to the private sector through approgpriate interest

and exchange rates which will enable the required shift of resources to high priority
areas such as export oriented labour intensive production.

ECONOMIC REVIEW FEB/MARCH 1983
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As seen in the table, while total vurrent
expenditure declines in the next few years total
current receipts are expected to progressively
increase. Heceipts from income tax, BTT and
selective sales taxes are expected to almost
double betwsen now and 1987. The objective
in this policy is te enable the government to
achieve a surplus in Its current account by 1984
and also to bring the overall investment in GDP
ratio to a Jevel that is consistent with the
country’s absorptive capacity. A focal point of
in the vyears ahead,
according to declared policy, will be the
generation of sufficient Government savings
which could, on the one hand, reduce the level
of expansionary domestic financing and on thq

- other, compensate for any shortfall in foreign

resource inflows.

The immediate problem, howsver, was to
find the necessary resources to moeet urgent
Governmant expenditure, a situation which
is best summed up in the following words
of the Minister himsslf: .

"We have to raise resources to match
Government expenditure, and, in so doing
have been compelled to call upen *he people
to make many sacrifices If we de not
take immediate steps to correct the adverse
irends in our econonly, we will be forced
to take much more painful measures in the
future . .... >

We must gontinue our forward march ... .
we can do so only by sustained hard work,
austerity and sacrifice. Above all, rigorous
financial discipline must be maintalned, This
will be the theme of my speech”’,

3
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THE 1983 BUDGET
AN ANALYSIS

Yasapala Karunasinghe*
{Tax Consultant}
Introduction

The budget is a comprehensive
record of anticipated public expenditure
and revenues. The expenditures are
broadiy classified into: recurrent and
broadly classified into: recurrent and ca-
pital,and represent aggregates of expen-
ditures recorded by objects of various
ues are also classified by source such as
taxes, duties, as well as revenues from
ather than taxes. This is followed by a
comparison of Government expenditures
with revenues and, in the event of a
revenue shortfall {which incidentally is
more regular than a surplus), the Finance
Mirister announces new proposals which
usually include revisions fo taxes and

duties, borrowings in the domestic
sector, and aid commitments from
the international donor community.

Thus, the budget is the principal mecha-
nism of managing public expend_itures
and moblizing resources to meet annual
ekpenditure plans, [t is also the main
instrument of implementing the Govern-
ment’s fiscal policy.

This vear’s budaet anticipates finan-
cing of Rs.49.6 billion; an increase
of about Rs.11.0 billion from the last
year’'s which now stands at Rs.38.8 bil-
lion. (This paper draws information
from the 1983 Draft Estimates of Expen-
diture and Revenue of the Government
and the Budget Speech of March &,
1883). The 1983 total expenditure
outlay consists of recurrent expenditures
{Rs.26.5 billion} and capita! expendi-
tures (Rs.24.8 billion) The Minister
of Finance and Planining proposes to
finance the 1983 expenditure program

by: {1) domestic revenue {Rs.26 billion),

{2} foreign financing consisting of leans
and grants {Rs.14 billion) and {3} borrow-
ings from non-banking sources (Rs.8
billion). A Rs.1.4 billion unfinanced
gap, however, still remains.

¥ piews expressed in this paper are solely
those of the author.
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The purpose of this paper is to eva-
luate the 1983 budget, especially from
an economic policy stand point, and re-
late it to the economic development
process. The analysis is divided into three
sections. In section 1 the expenditure
outlay is" briefly reviewed; section 11
covers resource mabilization in finan-
cing the budget; and section 111 evalua-
tes the budget's impact on production
and employment, inflaticn, the balance
of payments and public debs.

PUBLIC EXPENDITURE PROGRAM

Table 1 provides a breakdown of pu-
blic expenditures by major categories
for 1983 as well as for 1982 and 1981
which help place the 1983 expenditure
in a comparative perspective. The re-
current estimate of Rs.26.5 billion

accounts for almost 52 percent of the
total expenditures.  This represents
a marginal decline in percentage terms
relative fo two previous years. Capital
expenditures have increased to 48 per-
cent in 1983 {accounting for Rs.24.8
billion) up from about 46 percent in
1881
(a) Recurrent Expenditure

The recurrent expenditures estimate§
for 1983 is approximately Rs.6 billion
more than the 1982 provisional estimates
of Rs.20.6 biflion., This represents a
29 percent increase compared with the
total budget Hacrease of around 27
percent in 1883. The recurrent expen-
diture estimate of Rs.26.5 billion is
represented by four major expenditure
categories: {1) salaries {22 percent);

{Table 1} PUBLIC EXPENDITURE BY MAJOR CATEGORIES (RS. MILLIONS)

- 1882

1981 PERCNT PERCNT. 1983 PERCNT.
RECURRENT  16005.00 54.44 20484.00 49 60 26523.00 ‘6163
SALARIES 408000 13.88 4422 00 10,70 5646.00 1099
INT.DEBT 3866.00 13,12 5612.00 13.59 7504.00 14.51

Domest. 3143.00 10.69 4281.00 10.37 5619.00 10.84
Foreign 713.00 243 1331.00 i) 1836.00 357
SUB.& GRNT 358200 12.18 3760.00 9.10 4244 00 8.26
Fd. Stamp 1521,00 517 1510.00 3.66 1510.00 2.94
Kr. Stamp 164.00 0.56 177.00 043 288,00 056
Ferilzr. £37.00 2.17 1000.00 2.42 .1000.00 1.86
Inf, Milk 82,00 0.28 125.00 0.30 100.00 1.18
intst (1) 388.00 132 450.00 1.08 670.00 1.30
Other 790.00 2869 498.00 1.21 676.00 1,32
MISCLLNS. 3589.00 12.21 7690.00 1862 9012.00 1756
CAPITAL 13393.00 4556 20816.00 50.40 24847.00 4837

LOANS 1619.00 551 2806.00 6.79 4767.00 9.28
Domestic 100200 341 2023.00 490 3410.00 ' 6.64
Foreign 617.00 2.10 783.00 1.90 1367.00 2.54
TR.COP {2} 734500 24.98 11375.00 27.54 11132.00 2167

Mahaweli’ 3816.00 1298 7217.00 17.47 6773.00 13.18
Housing - 1020.00 347 703.00 1.70 - 571.00 1714

Electre, 673.00 229 305.00 0.74 81.00 0.16
Watr, Sal. 343.00 W) 957.00 2.32 1379.00 268
LN.COP (3) £9.00 1,94 1177.00 286 1262.00° 244
Electrc. 195,00 0.66 470.00 1,14 695.00 1.35
Tr. Bd. (4) 171.00 0.58 526.00 1.27 450.00 088
AC.AST (5} 386000 13.13 5458.00 13.22 6730.00 11.15
UNDER EX. = 2500,00 6.05 1966.00 3.83
TOTAL 29398.00 100.00 4130000  100.00 51370.00 100.00

. - Interest Subsidy to National Savings Bank
. Transfers to Public Corporations

. Loan to Sri Lanka Central Transport Board

1
2
3. Loans to Public Corporations -
4
5

. Acquisition & Maintenance of Real Assets
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i2] Interset on public debt {23 percent);
(3] aubaldlea, grarta snd contributions
to pubilic gorporations o offeet [oasss
HE pl:ﬂ:mt'l; ard Adf  malintenancs,
repairs,  transportation  and  allowanoe
iall growpsd wnder miscellaneous) (33
percant].

The increase in 1963 sxpenditures on
aglaries is slowt 28 pergent over 1882 and
thls Incresse appears to include the
Fia. 10 aplary incresse announcsd for
public employese recaiving 8 monthly
sglary of Re 1000 or less. The salary
incrases ccount for 20 porcent of the
increasn in the moument expenditore,
Irterast on public debt & the most siri-
King ‘sitegl itam taking the biggest slics
of recurrent expenditures, In abzolute,
terms, interest on public deit hae incroa-
sed by approximatsty  Rs2 killion,
repeaianting 8 E  parcant  incroges
over 1982, As g result, its shara in tha
tolal recutrent expendltures, has gone
up from a7 mercet i 188X to 28 per
cert in 1983, About 87 percent of
whis Fs2 billion Incresss i accounted
fow by interest On
-dir-u-l:t consecpeenee  of  the  increasing
depmnueney on domestic sourees [bank,
a5 wall ac non-banking eources] w fi-
nence growing budget deficita.  There
hes also been o correspoesdiny increase
in dinterest payments on foreign bosnowe-
ings, aF the paca on davalopment pro-
Jects has incneaped.

deemestic clebt, @

Subsidies, grants and conwibuakions (o
pubdic corparation: |z one  categony

whete the Minister of Finences and
Flanning has awoided incresses.  The
Food Stamp  Scheme, under which

rare then BO percent of the popula-
tlon  recafye  cnggshable coupons o
purchese  food commesdities, Temains
unadjusted to take inte eccount rising
food peices. Dospite 8 drop of mara
than B0 parcent in real value of the fopd
stampe gince  the implermentetion  of
the program in 1979, the Govelnment
bz ot - incressed the value of food
stams [0 protect recipicnis lroer ciing
food gosts,  Althouwgh the valus ol kero-
sine stampe has been ineressed oy RsG.0
tor 2 A550 per houschaold  per month,
this inprepse will andy partinlly offset
i}

the price [nersasee of kerosene since
the kerbsene stamp wek  introdocad
in 1879, Expenditure: an tha miscslian-
pows category haue gowe Lp By luoat
R 2.7 billinn to sccount for 33 percant
of rocur ment r.:l:perrditurts mmp@l'e-d with
25 percent in 1482, This p.Br‘H'III' reflects
incragsing maintenanece, repales snd tans-
portation  costs and partly  incneasing
erpenditures  ©on o servicss, eg.,  health
-and adusation.

by Capiral Expenditore

Copital expendituras in 1983 am
excpecied 1o reach a el of Rs 248
blllion.  Howeever, whan allowancsz s
rnade Tor eatimated under eapenditune
amounting to He2 billion, the capital
EBardnet  dacroases tn RS 228 billion,
rapreeanting a 25 percent incregse oves

the 1982 provisional estimate, O this
togal, foam ropayments  acoount  For
Rz 4.7 billion, leaving nooly A5 181

bltlion for capitel inwestrnents. In 1383,
repayiment of domestic loans increases 1o
Hs 34 bllllon frarn Be2 billlon In 15E2.
represarbing @ 68 parcant lmreEse.  He-
papmerds an Torelgn loans Increasss by
about 73 percent oder 1882 o Hs 1367
million in 1983 (Loan repayments are
included in the capital budget wdile
interest payment: are includad in the
Fegureent bu-dge-tll.

Capital trarsiers o Public Corpora-
tigrs amount 1o As11,.1 Hillon and rep-
resant 3 marginal decline commperad 1o
Rz 11.3 billion in 1982, The Mahaweli
Oevelopment  Authority cis the. bBiglest
veelpdent with R 8.8 hiliion, although
thig i 6 percent loss thon its shaoe in
18E2. Tha capital contributions o the
Mational Housing Deeelaprmend fuithosity
In 1883 will be As. B million, & reduc-
tion of 19 percent compated to the
cepitdl contribution of Hs /03 millian
- 1882  The Water Supgaly snd Diei-
mage Board recaives an inoreasing share
af A= 1309 rnillion leompared o Be 807
rillicr i TEEE), 10 carmy oot its on-going
water supply and sevane-schemes in the
oy, The budpet also accommdxdafis
lgpns to. pubdic corporetions amounting
to A5 1252 milliorn,  The Ceylon Elso-
tricity. Board isthe largest recipient with
Rs695 million, follewed hy fhe S
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Lamka Central Transport Board {SLCTE)

with FgA50 million.

{€) Capital Spending by Seciors
Table 2 suminarices the 18982 capitsl

Byt brea¥oown Gy sectors, The Go-

vernent’s palicy 4l 'no o pew grojacts’

which was  hrst  introdoced 1981

s 7 disciplioary measore 00 maintalksling
thr  gansistency  al actual E!p&l'ld[‘tul'ﬂ-&

i

to the Ludgetary allocations of respective *

Ministries, has not besn celgzed in TREI.
This means that the Miniatries are hot
permitied to undarteke projects which
hal ot bees approwved aarlisr and inclu-
ded in Lhe budget estimates: and impliss
that the 1883 slocation wlll be antirely
wiilized fow On-going develspment pra-
jects,

(1] Agrdeuliure

The Govemment amiphazis, a5 roflec-
tod in budgetary allocation bwy spctors,
iE -atill o sgriculre  with particular
attention on dewsloping irrimtion facili-
ties and improving - exieting  irrgation
facilitics for orosdor efficiency and better
mananement.  This cantinuing @nvphasis
refloots the long concslved strdtegy of
providing irrlgetlon facilities in the dry
Zong 3% 8 means ol incressing aogricultural
production,  The Accoleretad Mahawetl
Program {AMPL, which I3 nowe eniering
the fourth ‘dar of execution 5 still
the country’s lead irrgetion development
project recsiving the prigrity in invest
rrenl alocation. |1 eccounts for 34 per-
cent of the total capital spending and
sbsout hall the allocstion in agriculture.
The AMP ic etill In the construction phase
and, accardisgly, the hudostary alioes:
tion will be utilized to finanoe the cons-
truction of dams, hinnols, Trigetion e
nals, hydro poswer storage facilicies and
te provide other physical and  social
infra-structure uch as roads, communiey
centras, ete. At this stage, the SLIEEs-
ful sonpdeticer of the AMP s wital to
the nation a5 i offers” vast opportuni-
tics for agricwltural development, direct
o5 waoll as indirect Templovment, Bnd
porercy supply Fod rdral amd industiial
dewaloprient.  Acosdingiy; the Gogere -
ment's MWeedtinenl priarity for the Maha.
weell Pragadn must b sean in the conext

cal 1l sebslantbial i;|'|r|t_rE|:||_|'|:iE|r'| o el
ECOMORTC HLY LY FRAFR AR NH 12k3



economic growth and its likely respon-
siveness toc economic problems confron-
ting the country. Moreover, the project
has already taken vast amounts of resour-
ces, and a retreat from the commitment
made would represent the relative waste
of scarce resources.

(i) Economic Overheads.

For purposes of providing productive
infra-structure, or economic overheads,
‘the budget allocates Rs.4.1 billion
accounting for about 20 percent of total
capital spending. This allocation is divi-
ded ameng (1) transport development,
including new additions to stock for rail-
way and the Transport Board fleets
{Rs.936 million), {2) development and
improvement of power supply and dis:
tribution {Rs.788 million), {3) improve-

ments to water supply {Rs.1320 million)
and construction and improvements of
roads, bridges and public buildings
(Rs.,1007 million),  Such investments
are vital to economic development
for many rea\s{ons including: {1} con-

struction of,an.improvements to physical
infrastructures contributes to the coun-
try’s capital stock, and {2) expansion of
economic activities requires the use of
such facilities in the process of produc-
tion, distribution and marketing of goods,
commodities and services, !n addition,
these activities are usually not undzrtaken
by the private sector because the heavy
capital requirements do not provide
jt direct returns since the bensfits of
these developments are spread across
most, if not all of the population.

"TABLE 2. SUMMARY OF CAPITAL EXPENDITURE BY SECTORS

Total Capital
Expenditures
{Rs. Million)
1. Agriculture 9624.30
Mahaweli 6763.00
Other Irrigation 637.90
Land Dev.Forestry
ete. 121.00
Field & Minor Export
Crops 683.30
Plantations 746.70
Fisheries 132.10
Animal Husbandry 80.40
Other 458.90
2. Industry 62.20
3. Economic Overheads 4052.20
Transport 935.80
Power 788.70
Water Supply 1320.60
Other 1007.10
4, Social Overheads 2055.20
Education 432.20
Health 826.20
Housing 784 .80
5. Other Programs 4348.30
6. Total 20142.20*

* Tatal Capital Budget is Rs.24.8 billion, The figure shown here is without capital re-

payment of Rs.4.7 billion.
ECONOMIC REVIEW, FEB/MARCH 19823

Percent Foraign Aid Percent
{Rs.Million)
471,78 5476.00 58.9
33.68 4523.00 48.39
317 67.20 0.72
0.60 60.70 0.54
3.39 312.80 3.42
3. 442,50 473
0.66 64.20 0.58
0.40 13.00 0.14
2.28 1080 0.12
0.31 58.00 053
20,12 2369.70 26.36
4,65 530.70 5.68
3,92 735.00 7.86
6.56 84080 6.86
5.00 463.10 4.95
10.20 1020.40 1092
2,16 41.30 044
4,10 699.40 148
396 278.70 2489
2186 129,40 1.38
100.00 9346.50 100,00
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{iii} ‘Social Services

Providing basic social services such
@s sanitation, medical care, education
and community services is another
major responsibility of the public sector,
These services have been given an alle-
cation of Rs.1260 million, divided bets
ween education (Rs.434 million} and
health (Rs,826 mitlion). Despite the
scarcity of financial resources the go
vernment is still providing a share of
ground 6 percent on these services,
The housing develop,ent, ‘which can
also be considered as falling partly
within social overheads, is another
lead project of the Government and
its . allocation is progressively being
reduced as the National Housing De-
velopment Authority has now entered
commercial production of houses, ena-
bling the authority to recoupe the cost
of {low cost) housing programs from
the profits on the sale of houses.

The Government's lowered priority
on direct participation in industrial
development is clearly borne out from
the relatively small share budgeted for
industry, Under the open and liberali-
zed economic policy pursued by the
present Government, the private sector
is expected to assume a greater role in
producing agricultural and industrial
outputs, and the Government is streng-
thening the private secfor expansion
by providing services. '
Financing the Budget

The draft Estimates of Revenue
and Expenditure of the Government
which was prepared much in advance
of the budget speech, reported Rs,20.1
billion from revenue sources, based on
the assurmnptions of prevailing tax struc-
ture at the time of the preparation of
these draft estimates, The reported
revenue estimate left an unprecenden-
ted budget deficit of around Rs.29.0
billion. The Minister of Finance is res-
ponsible for bridging the deficit and the
options available to him are limited to
(1) increasing domestic revenue (2)
mobilizing foreign assistance including
commercial borrowings from abroad
(3} borrowings from the non-banking
domestic sector, -{4) borrowings from

7



tha domestle banking secfor, and (5]
Bpuing sdditicnel treseury bells, How-
gvar, the govermment hes opted to rely
an_ the firet thees chojces 1o incroass
the total recaipts to an estimated Red4B.0
billion; but thie still [eaves an unfinanced
gap of around Fe. 1.4 billion.

The government has first looked
into the pewibility of incrasalng ravenue,
and ‘ags looked to indiract taxas as the
obveus choics,
gr Wrgatisfactory compromise; the rea-
soning b sdditional  reveoues  from
Ineflract iexes appears to sterm from the
progeestinnately Pigher share of Indirect
texes [n gotel revenue and - accordiregly
a rendlalon wiil regult in proportiongtely
highar revanues, ralativa 1o other resenue
souncas,  Morgowsr, 8n upward revislon
af direct taxes wiowld undoubtedly bs
a deterrent to investment in the private
sector, espectally 8t a sHime when the
Govarnment 3 frying to feduse more
private  Inwestments to support the
soonomic expensicn that the country
ness badiy.

Taxas on consumption and lmports
worg the teo afem Where. the povern-

Adthowgh this 15 rather

ment's ettentlon hes been particularty
aoncantreted In bBelnging In additlanal
ravenued frorm Indlract taxes.  Howewver,
the reviglers on thess two-cateqorles ware
introduced in mid Februsry '83 throuwgh
a mazetie notification which cams to ba
populary tarmed tha ‘Midnight Gezetts”
In tha ‘past meost former Finesce Winis
tars panalized selective groups  whan
gezetting for edditional e revenuss
The mogt commam FDUPSs 'WEFa BMOwars,
goneumars of alcholic beveragas; buyses
of luxury goods and appliancas; and
owrars of assats and propertaes, This
wear, howaver, the Minister has deviated
fraen - this traditicnal norm by [ooking
1o previcwsly  urtapped  sources such
ks tasic food jterrs i‘l;'ll:lul:lil'lu rick, flour,
piger and bread,  Thege Mems Heve beer
braught under the salss Ziec) ard’ diis

meaans e gopsemer will ave ta fully
beat fhe tpw an each ltem. In addition,
the congwiar has been  affected both
Hirecthy and indlzecily by the revisad
lmpore dutles on consumer items and
rawy raterigis.  The governmant has,
howewer, spmared the producers. Thore
pra no mEw taxes on prosduction in

1983, but producars will be effeared by
higher pricee on maw  matrerials such
as petroleum, amd this would o turs
peULE 10 highes COnBITer Brice:,

Thase meapures are repectid to bring
about R=3.7 biflian in additienal revans
ues.  There s also anothér new soudcs
that the powernmant has tapped ‘to 1l
nance the budget expenditure, im0 e
Cantral Bank profits.  Tha Minleter has
accomirmodatad & request from the Canc
ral Bank o trarsfer B 16000 million of
its profits to the Goswernment's revenda
and ta reduce the Central Bank's treaury
hill abligatlons to the  Gowernment
bop a like mrount,  Theee bBudpetsry
propcdals inemate the Government re-
yanue to an astimated Re 260 bHlllon
a5 coamparnd to BS. 201 billion io the
drafpestimates (Talia Bk The articipsmed
ingraass e Government sovenycs simmul-
fareously reduces the budget  deficit
o abwast Hs23-blllon oem the original
gakirnae of He28 billioa,

Acparding 1o figuras reported in the
draft cptimatos, the Government plenned
fo utilize- about Rs 100 billlen frem
Foreign asketances sourcae in the form of

g & e
TABLER EREYHENUEESTIMATES
1361 1ol 1963

Be Milian Paroent e Million Parsant Hz. Million Percpnt

It Taxe T210%.00 75.23 1FHAE.00 5B L6 1486 DY TN
Salm 17| prt 2 WY 17.658 #i29.0 17.62 AE26.00 3300

Exgim HIZT 00 12,60 1825 0 10.63 2 e 0 09

I mport Doutine b+ 20.04 ezt 1624 A000.00 16.37
Eaport Dutise: HEE00 2290 por ] N 12.4q 2E00.00 5.59
Licenca 800 oEB 3BE.00 1.B5 10400 0.54
Transdur of Sets 2100 " 1.8 224100 124 240,060 0532
Diirmct Taxe 2025 00 1261 05100 16T 3500.00 13,83
| g Tas BTOUG0 354 619040 40 GTO.CE 2,19
Corposgia Tax 145800 807 2432 iy 1358 103000 11.54

Rhan Tax Fesanae {3 186704 12186 1968 .00 1052 A594G Hy 1635
Todnl 10040 1820000 10000 10000

sl L0

1. Fmmnua in 1982 B ey estimages at As 1B, 200 million 2 drog of Re 1602 malliods < 8% Tron the Oiglral ssmimane.

9 peldifrsl revonis estlmate af B A728 Mia, ineluded In 38K Howmar, this cundies of sl s o5 woll as import dutise. A
b kclioaan B2 not possible 3t proserd.

A. The Canmal Benk prafits transfer of s 1600 Min, incleded in T88E,
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project and commodity loans, including
Rs.2.2 billion in outright grants. The
Minister now expects a higher utilization
of foreign assistance and the anticipated
expenditures have now been revised
upward to Rs.14.0 billion (Table 4).
This additional Rs.4.0 billion appears
to come from unutilized foreign - aid
in 1982 and the pre—1982 years. The
unutilized foreign aid that has been accu-
mulated through the end of 19282, for
example, works out to a total of more
than Rs.20.0 billion in current prices,
and in 1982 alone about Rs.4.0 billion
appears to have been unutilized. Al-
though the accumulated foreign aid
is a possible source of budgetary support,
the flexibility of mobilizing it is some-
what limited because of the conditions
that must be fulfilled by the Government,
especially in the case of project aid which
is often tied to the rate of implementa-
tion of development projects. :

is not planning any borrowings from
the banking sector, which has been
a regular source in the past. To what
extent the Government can get by with-
out the assistance from commercial
banks is yet to be seen,

Sri Lanka's annual public expen-
diture pragram has been growing rapidly
over the last few years. For example,
the 1982 budget increased 32 percent
over 1981 and the 1983 budget has
increased 27 percent over that of 1982;
To a great extent, this increise reflects
the rapid growth in recurrent e rendi-
tures due to (1) inflationary tendencies
in the economy resulting from higher
costs of services, maintenance, etc.,
(2} new expenditure requirements for
new development activities, and ({3)
progressively increasing budgetary allo-
cations for interest payments on both
foreign and domestic loans. Because
of the necessity of such expenditures

TABLE 4, FINANCING THE BUDGET DEFICIT
(Rs. Million)

1981
Total Expenditure 31101
Revenue 16228
Budget Deficit 14873
Financing From.
Project Loans & Grants 8183

Fareign Commercial Loans -
Bank Borrowings {Domestic) 6296

Non-bank Borrowings 432
Cash Balance — 38
Total 14873

1982 1983
38800 49409
18200 26032 *
20600 23377
o758 14016
836 —
5000 1361**
4006 800D
20600 23377

*  QOriginal Revenue Estimate was Rs.20803 million. The increase in revenues of Rs.5229
million is accounted for by revision in BTT on Feb. 18, 1883 (Rs.3728} and Central Bank

profit transfer of Rs.1500 million.
#+  This reflects the unfinanced gap.

Borrowing from the domestic non-
banking sector is a more regular source
of financing the budget and, in 1983,
about Rs.8.0 billion is expected from
this source. = This budgetary support
to the Government mainly comes from
institutions, {2) insurance
{3} provident and pension
Surprisingly, the Government

{1) savings
funds, and
funds.

ECONOMIC REVIEW, FEB/MARCH 1983

for providing administrative, economic,
social and welfare services in the econo-
my and maintaining the commitments
on borrowings, the recurrent expenditu-
res component of the budget is less
susceptible to any cuts. :

The sacrifice that the country has to
make, when recurrent expenditures are
growing rapidly, is often at the cost of

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

investments on long run economic deve-
lopment especially under conditions
of severe financial constraints. lron-
cally, without adequate spending. on
long  run  economic developmeht, a
nation cannot satisfactorily address itself
to its pressing economic and social
problems.  Faced with this situation,
most developing  nations compromise
for- borrowings both from domestic
and interiational sources for funds
for investment on economic develop-
ment. This action, on the other hand,
often leads to adverse developments
in the economy as reflected in high
inflation and a weak balance of pay-
ments situation.  Accordingly, public
spending must be viewed from the
joint perspective or evaluating both -
benefits and costs. This section takes
a close look into this issue, with parti-
cular attention to the 1983 budget
expenditure program, -

{a) Production and Employment

Capital spending shifts resources
from present consumption to building
up capital stocks in the country with a
view to increasing production .in the fu-
ture and enabling the population to
later enjoy higher consumption levels.
This is the main consideration for a con-
tinuing emphasis on capital spending,
as it serves the nation’s economic pro-
gress, In the short run, capital spending
generates more employment and creates
increased demand for raw materials.
When these developments are viewed
‘from the income side, capital spending
could lead to increased incomes, which
in turn induces more consumption
and production. In the long run, capii
tal spending helps to increase capital
formation as reflected in the develop-
ment of and improvements to physical
infra-structures, such as buildings, roads,
dams, equipment and machinery. In-
creased capital formation enables a coun-
try to move into new production fron-
tiers leading to progressive increases in
production and thus increased availability
of goods and services for consumption.
Moreover, capital spending in the public
sector motivates expansion in the private
sector which in turn resuits in capital
formation in the private sector
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Chaspite a considersbie incresss in
the capital budget, tere will be w0 new
InwEstmants on ey projects, 3 continuing
masgsure introduced  in 1981 foflowing
the rapid increase in the moncy sepply
and, thus, inflation in 19800 and 1561,
Hgwocor, such restriction:  may  adeer
soby cffect the vcosspmic progress inthe
country, sspocialiy whon the expestationg
for more employment undeor anoopen
BCanNomic Eystorm nave boen kept high.
Without nowe douclopment activitics the
growth of divect  smployment appos
tunities in the geebilic sector, amd inclinec:
employment in the rest of the roomnmy,
wiill b graduadly: redueed, at loast inothe
shart ran, The decline in the rate of
Inegme
keniiy ol
e perienced

in ‘eoonomic growth and sl
e par buritiss
from: 2bous 1931 galy
amaneta  from fack of  investmenms i
pewe nojects. A deelining parformencs
i ilkaly oy pDacome mora Sanious, S5
cigily in tha gras of amployvment, in tha
yoars o onma a5 the goecrnment il
FMave o lace imnues sl oas
ralacation of g lebour Iur-:l:_ wliich
face displacamant ancs  ongoltg
fects ara completad.

The private seotor's rede in the
namy, expecially in the areas of
ductinn and emploeyment, sirprsses

rploy mernt

[RELLE Lian
e il

pro-

B
pirc=
that
af the puhlic sector by significant margine,
The private sector's dominant rale in the
peonomy i sallexplanatory iF the 20
parcent share in the tworal copital stock
ind tha BO percent share in tha togal
abaur  forecs userd  ap yardsticks
Thesefore, cuts in public spanding rmay
3t necessanily lcad to slow’ econornic
pasigrmance mrovided  that the pelvam
sLtor axpandion N the aconormy ean
be emsgrad, o i for the purpose of
Ircreasing its role, trat the private sootos
has besn given warous prodection ineen-
tlves wndar the present hberallzed econo-
mic satting, and the prosent @Y STructidre.

Linforiumnately, there appears to ba a
very SOW Fesponss to auch incontives,
a5 producers are hagineing (o faga high
production costs which reduce the pro-
Fitability ©f their  buosiness venturas,
Maceowor, the efectivenass of produeger
incentives fe graduatly oroded with higher
mroduction costa_ . [n addition. predoeess

19

are

arg  facing stifter  eompetition  fram
irrports despite [noressed Impoed duliss,
Thorg ara soma beight spots n the budger
foar procanrs, howessr,  The Government
iz rmaking plans tn hoost exeords oy
ilering news incentives tn oxporters, bot
thaie incentives have yet 1o ke wnnnoun-
ced.  Hopefully, these incentives  will
bring at lesal marginal |'|1'.|.1r|:|'.lrErr.c:nrs
in - praduction gnd .=rn|.1l-::-1,-'|'rh:|1r in tha
private sogtor, A oprice increase ol BsG.0
per hishel bas also bewn annourced in the
packdy floor price to induee higher prics
production, Bat ihis incresgse is lkely o
bue absorbed by rising inpot peiozs and
markating costs, Similarly, & large part ol
tho increase in the subsidy for replanting
of tea and ribher may alsn e gbsorbad
by rising replanting costs,

Snialysing the budnet in e conteed
ol prociection gned employment itoia
rl wery wromising for those who ara
alrem:lm_.- unemploycd  as owel| as thl:lEq_
Wi are nue entering the labour foeoe,
Arcording to the Labsor  Force and
Socio-Ecanomic: Survey of 12380/871 of
tha Deparcment of Censue and  Sfarmis-

tics, the unemgdoyed [sbor foros has beea
reduced to about 845000 as- a8 rasult
of more than a millicn joos gansrated
A the economy sirce TETT.  The orgs-
nised sector of the sconomy has glso
been able o absarb slmeat the entre

mrnber of new antrants nta the labour
loareee i THYH 147H,
rggent reparts indicate a3 considerablo
job eroation shortfall in the arganissd
sactor (The Cantral Sank Raview, 1931}
This i3 only 8 part of the prablam,
for exarnple, based on the preliminery
rasults of the 1981 population sensus,
there warg about 1.5 million in tha
aa roup hehansen: 100 and 0 who ware

arid Hupusr,

raither attencling scheel nor emploved
gt the fime of the Census,  Althaugh
Ureir statut 5 12T Yery clear, the majoricy
wuuld peohafly eke up joos if 80 oppar-
TURiLY Cwen  among
the empdoyd onby abszat B0 oorecnt
are ocpupied in g job whick includas
et loast 37 weeks of work, Trplying
that  undsr-employiment
G A nemplaymant

prrssers - ifself,

is a3y aeilous
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fo Inflarion

Tha sourees of finareing tha bedget
are, at ladet on the face of it, wet as
mepansignary a5 they oould bes baiog
macle up nf fareign aid and nonbank
b rrewain s, Theretore, Lthe bBudget,
usilike i the past few years, will oot
pasrl #g nueh infladionaoy pressuie o
the ecunuaryg.  Howewer, 5F b ax ireanely
deabiilul that this bodget wiil also e
have  foo depend an bank  Borrowing
Lo A consderabde extani. This raesoning

emerges, from  the aoong  possibifity

af & financing shortfell becauss; {1}
ine revenue edtimate of R 26 Lillion
for 19835 apeears o be highly uirealis-

“HE, [y tive actozl utilication: of foreign

aid is |ih:|:-|'|,l tei i ornuch less tham aritie

(31 Bap
miare than estimatéd s

cipated, @i the unfinancec
will e rmuch
o enrnismiom and  under  estimation
of puiblic @xperdifoles.

ARevanue shortfalls from anticinated
targets  fave Daon vary commen in the
past. 1o 1882, for ceampl:, 2 mvenue
shesedfall of arourad  As5.1.8 bBillion hys
L= npcaded, Thwe wenised
reciel pis showy only abour R 8.0 bilklon
seconting for an estirneted 13 parcent
share of the GDP.  Assuming 3 real
growth =ate of around % percant andl &n
inflation rats of about 20 percent
the expactad ravenus sstimete of Ra 260
biflion in 1983 roughly works out to
about 23 peroent of tha 1833 GDR.
Given & declining trend of ravenuee
ag a shara of GLFP from:around 2T pee-
oant in 1978 o 18 percant in 18EZ,
the possibility of ‘incresieg  revenus
oy A BO billion in 1BE3 J5 unfixaly,

IT|1E revision ot anticipated  |oreign
aied  wtilization  increases trome Js, 10
billiorn 1o Hs 14 billion in 14983, and this

up ol

TEVErLUE

additinn appesrs to he made
carryoeers from the past whigh inchode
an umitilized Az billion in 1882 alone;
Lne porghision that gan he dregwsn from
the comparison nf the 418902 forcicn
aid’  wunder-atiligation ol Hs.d  biflion
and the oversll under-expandiure  of
Rie.2.5 Rillien is that tho domactic finar-
Cing wap not adanuate to make e of
the toreigr aid awailable ta S Lanka in
'I'.:M'EE.:-‘-_-ﬁivErl_ﬂm past  emperienee of
Poreign - ald  wndeb-utliaton,  the odes
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appear tb be mare in favour of a subs-
tantial under-utilization in 1983 as well,

The unfinanced gap of Rs.1.3 billion
needs adjustments to take into account
ommisions such as the subsidy revision
on kerpsene.  This revision increased
the subsidy transfer to the Petroleum
Corporation to Rs.288 million from
Rs.177 million accounted for in the

« draft estimates. However, this difference

has not entered the revised computs-
tion of budget expenditure. Further-
more, both'_ recurrent and capital expen-
diture estimates recorded in the draft
estimates will have to be revised upward
due to the recent rupee depreciation
against the dollar. The author estimates
the impact of rupee depreciation alone

should boost public expenditures at
least from 5 percent to 10 percent, .

thereby increasing the unfinanced gap.

The budget does not offer any indi-
cation as to how such uncertainities
can be accommodqted or what courses
of action the Minister will consider if
such developments accur. In all pro-
bability, the unfinanced gap could
sreach as high as Rs.8.0 billion.: The
issue here is the ability of the Govern-
ment to finance a deficit of this size
without resorting to domestic market
borrowings, thus increasing the infla-
tionary tendencies similar to those
that occurred in the 1980—1981 period.

Apart from the likely contribution
to inflation from the financing side of
the budget, the price revisions introduced
two weeks before the budget will further
add a few percentage points to the Con-
sumer Price Index {CPI) in 1983. How-
ever, the size of its contribution will
depend on the price revision's impact
on consumption. If there is no change
in consumption level, the price increase
will be fully reflected in the CPI, depen-

““-ding on weights of consumer items

in the' index. If consumers can accom-
modate’ ﬁﬁ‘}.v a part of the price increase,
on the outer hand, allowing the balance
to be reflected in consumption cut backs,
the effect of the price increase on the
index” ¢ould decline proportionately.
Howevé’f,- the price increase of petroleum
will make a more definitive contribution
to inflation because of the widespread
ECONOMIC REVIEW, FEB/MARCH 1983

Table 5,

Foreign Aid Commitment, Disbursements and Fixed Capital

Formation 1977 — 1982

= 1977
1. FOREIGN AID

{i} Commitments 254

{ii} Disbursements 204

2. FIXED CAFITAL FORMATION
(i} Public sector. (b} {c} 185
Qi) Total (e} = 386

fa}  Includes non Aid Group Assistance.

US 5 Million
1978 1878 1880 1981 1982
400 569 628 &816 577
261 268 326 437 415
329 413 742 BEB 853
B46 851 1261 1414

1210

Il Public Sector including axtra Budgetary investment,
le} PEEC rate {Rs. US 5} for 1977 and respective nonfixed ratas for other yaars,

(This table shows how the level of domestic capital formation, Both government and fotal,
has inereased dramatically in recent years. The greater availability of foreign assistance had

iy beer an 1 P fant factor in pr

- i |
g HhIS change).

Source: Public investir. ut 1983~ 1987 Minisiry of Finance and Mlanning.

nature of its effects on prices ar | costs,
{c) Balance of Payments

The demand for imported goods
should experience slower growth in 1983
~8s a result of higher prices and the depre-
ciation of the Sri Lankan rupee against
the dollar. On the export side, tea is
reported to have made good progress
with an almost doubling of average
prices for all grades in current prices
relative to 1982, Based on current
information, the tea export trade will
remain favourable throughout the year
and this should help not only the balance
of payments situation, but also amelig-
rate the long period of stagnation in tea
plantation production. The devaluation
will also induce a higher volume of
exports of rubber and coconuts, at least
until higher production costs resuiting
from a devalued rupee begin to erode
the higher income made possible to pro-
ducers following the devaluation. These
anticipated developments in 1983 should
narrow the current account gap in dollar
terms which will certainly help make
the financing of the balance of payments
much easier,

(d) Public Debt

Borrowings from both domestic
and foreign sources have become a
regular feature in supporting annual
public expenditure programs Table 2. The
rationale behind borrowings is that
it is an alternative source of capital
which can be uulized for productive
purposes to generate new sources of
income. These new income sources
should help to reduce the debt burden
and, at the same time, the economy is

Digitized by Noolaham Foundation.
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benefitted with higher groatiction, more
services and new employment opportu-
nities. However, the continued depen-
dence on borrowings can become a
serious issue and is open to the criticism
that the country is heading towards
8 situation known as the ‘debt trap’,
The main criticism against the ‘debt
trap’ is that the country requires more
and more current borrowings to service
the past, accumulated borrowings, as
well as for economic survival,

Sri Lanka's debt situation is not
very encouraging; it has been growing
at an unprecedented rate since the middle

. of the last decade. The worsening situa-

tion'is well-demonstrated when the public
debt is expressed as a percentage of Gross

Domestic Product (GDP), In 1975,
for example, the public debt ratio remai-

ned at a moderate level of 40 percent
of GDP, but due to increased depen-

dency on borrowings afterwards, it has
dramatically increased to over 70 ps

cent at present. Interest and loan re-
payments in 1983 alone accounted for

more than 25 pereent of the total budget.

This clearly signals a potentially un-
healthy financial situation and the

need for the Government to generate
increased revenues.  To avoid more

serious debt problems, the Govern-
ment h_as two options: reduce public

spending .or increase Government re-
venue. The .first option is clearly not

viable given the country’s commitments
to more production, more employment,
and higher incomes. This leaves basi-~
cally the latter., However, this requires

imaginative and non-traditional policy
decisions to generate additional reven-

ues without sacrificing production, em-
ployment and living standards,
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operations.
induce

Inevitably the small time accounts
comparatively higher administrative
costs, which 'place the indigenous banks in
an unfavourable position in the competitive
bidding for large scale commercial lending,
Meanwhile, the comparatively higher weighted
average -interest rates of the indigenous banks,
which arise out of the higher costs of funds
gradually displace the indigenous banks from
mgre profitable large scale commercial lending,

In addition to the more explicit changes
in the total deposits, there has been another
relative and more implicit pattern of growth
of deposits of the banks during this period.
This is the immediate outcome of the relatively

sharp increase ‘in fixed deposits vis-a-vis total
savings and demand deposits. - In other words

the trends in the deposit mix continued in
favour of the fixed deposits as against savings
and demand deposits. For instance, demand

deposits, which constituted more than 286
percent of the total deposits in the deposit

mix of the entire banking industry in the first
quarter of 1981 dropped to 23 percent in the

first quarter of 1982, This change was prin-
cipally attributed to the changing pattern

in the composition of demand vis-a-vis fixed
deposit. (See table 4) In other words the

rate of increase of time deposits during this
period was 49 percent while it was as low

as 28 percent in the case of demand deposits.
The apparent discontinuity of classified data,
in terms of indigenous and foreign banks
does not permit an analysis of the degree
of change in diffarent banking sectors. How-
ever, based on the available data, it appears
that the change in the deposit mix is more
acute in the indigenous banks. The overall

Table 3

Market share of indigenous banks vis-a-vis foreign banks in the field of deposit collection

As at June As at June %
1981 1882 Change

Total deposits with the
commercial banks (Rs.mn) 15,638 22,187 41.88
Estimated number of accounts
held by the indigenous banks 2,441,939 4,102,629 19.2
Estimated aggregate deposits g 7
heid by the indigenous banks{Rs.mn) 14,421 17,436 2091
Aggregate deposits held by
the foreign banks 1,217 4,761 290,39
Market share of the
indigenous bank, (%) 92,2% 78.69% 13.681%
Table 4
Composition and trends of the deposit mix

Demand Time Savings
First half 1981 4.135 (26%) 8,843 (66%) 2,687 (17%)

First half 1982

5,318 (24%)

13,186 (69%) 3,674 (16%)

effect of this trend again undermines the

as it pushes up the cost of funds of the in d.i.

. competitive position of the indigenous banks  penous banks

BANK ADVANCES: Slackening of demand-commercial advances dominate

While there was a substantial growth
in deposits, the growth in demand for bank
advances was comparatively slow by the first
half of 1982. It is apparent from the purpose-
wise classification of bank advances that
-those for Commercial purposes dominate the
picture, taking up almost half (49.3%) of all
advances granted during these two Yyears.
From Rs.8.8 billion granted in the six months
ending December 31, 1980 Commercial ad-
vances kept increasing consistently to reach
Rs.11.1 hillion for the six months ending
June 30, 1982. By 1982, however, there
is a change in the purpose far which Commer-
cial advances were granted. In the first six
months of 1982 advances for export trading
declined by 5 percent; while there is a high

demand for import credit. Advances for whole-

sale and retail trading also declined by @ per-
cent, reflecting a lower level of activity in
the trading sector. 5ot

The two other main purposes for which
pbank advances were onranted are industry
and agriculture.

ECONOMIC REVIEW, FEB/MARCH 1983

Advances for industrial purposes {inciu-

_ding mining and fishing, and éngineering
~and the building trade) rose by Rs.B46 million

or 18 percent in the first half of 1982. During
this period, increased industrial activities were
evident frorrj indicators such as fuel usage and
increased export earnings in the industrial
sector. The growth in the industrial sector
was partly the result of the uninterrupted
power supply when compared with the corres-
ponding period of 1981. The increase in credit
mainly reflected the enhanced activities in the
fields of textiles, wearing appare! and leather
products; chemicals, petroleum and coal.

Advances for agricultufal pUrposes rose

; .r'r'l.argiriﬂll\,nr by Rs.29 million during the first

half of 1982. Advances granted from the tea
sector declined by Rs.216 million. This drop
was partly explained by the decrease in the
use of fertilizer by this sector. Meanwhila,
advances for paddy cultivation rose marginally
-by Rs.22 million over the period under review.
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Advances granted for housing purposes
rose by Rs.197 million when compared 1o an
increase of Rs.167 million in the corresponding
period of the preceding yeer, - This increase
consisted of increases in advences for purchase
of existing housss (Rs.58 million) and con-
struction of houses (Rs.139 million). Housing
advances have registered a constant rise from
Rs.8 billion in December 1980 to Rs.).4 billion
by June 1982.

. Another significant aspect is the fail
ifrom June 30, 1881) of sdvances tp FTZ
enterprises. Upto the middle of 1981 aimost
28 percent of all advances went ta FTZ enter-
prises, but by June 1982 thess enterprises
sccounted for only about 4 percent of all
edvances. It should be noted that owver this

. period advances of the FCBUs (Foreign Cur-

rency Banking Units) had moved up from
FAs.3.4 billion in Juns 1981 to Rs.11 billion
by Dacember 1882,
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*  Boadling, wich additional elwattesng
arnd exposare to the clestents;

* Irapsporctation ead hacdusg, with
Jurther chatrorng and conteoduation

#  Dhgpshing, where deteciorstlon oe-
curs in both quetity aod guastley;

*  Drving mnd storage, whese ipropet
fledd aracking rosults, Lnoguallts aed
QUaAnTTF locssn;

* Miliing, including inefficient porboi-
lime prenchiges; andd

* High modsture deter pmation and sm-
lar pronfieons."”
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Hees oo, guantitative ssecsaieits of
cucly Joses are lrmementany. Paddy loses
of the Paddy Marketing Board [PMT)
duciogg slurape have hegn recarded by this
i ax Toltows:

CARLE 1 — PADDY LOSSES DURING
STORAGE i5 P.M.B, STORES

1972 1580
eap Luses % uf total
(m,L.] hnodies
1972 A35 150G
12735 ] 027
1974 q1 043
1973 131 1.13
1976 113 Lr i
377 214 aaa
1578 571 1,37
1ok S0 1.5k
TRED T 1,05
Snurae: Faddy Mariteting Hoasd,
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Milling efficiency

A summary of some of the bifs and

pieces of research done recently in Sri
Lanka on paddy/rice P,H.L. issues may
begin with the suggestion that the mini-
mization of P.H.LL must be associated
a closer dialogue between plant
breeders and process technologists, A
study by Jayaratne and Vellandi (3)
(1978) indicates that paddy milling
cffeciency is affected not only by the
“type” of processing adopted (raw or
parboiled), but also by the “variety™
of paddy as detcrmined by genetic and
other characteristics. ““The rice outturn
on milling of paddy depends on the
variety of paddy, its condition and the
processing conditions.”

with

Different varie-
ties have different milling outturn rates.
Yet, breeders, in their search for higher
field yields of raw paddy tend to neglect
the aspect of milling outturns. An
integration of these disciplinary areas in
looking at paddy/rice P.H.LL., alongside
the simultaneous upliftment of the level
of process technology in Sri Lanka, is
called for. -

A study conducted by Breckenridge
{4) (1976) highlighted the relationship
between parboiling and the improvement
of milling recovery rates (and the quality
of milled rice). When cost considerations
(in parboiling) arc introduced, however,
the economic justification of increased
milling recovery may have to be some-
what modified, The duration of “soa-
king” and in the “steaming” of paddy

for improved milling recoveries (from '

parboiled paddy) were studied by her
and shown to vary for different types
She too, has
urged the nced for reckoning these fac-

and qualities of paddy.

tors more chjectively if we arc to raise
milling yields and enhance the quality
of milled rice. :

Palipane and Vellanki (35} (1977)
studicd further the importance of the
length of paddy soaking time and the
water temperature at which this coo-
king should be done for optimum mi-
Hing results. They question the tradi-
tional practice of cold soaking and
emphasize that PILLL can be minimi-
zed guantitatively as well as by quali-
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tative improvements in the milled rice
by adopting improved parboiling tech-
niques, The Vellanki, Velupillai, Rama-
lingam and Wickremanayake study (6)
(1977) adds further knowledge to the
possibilities for cost reduction through
improved parboiling techniques while

maintaining existing quantity and quality
considerations.  De Silva’s subsequent
research (7) (1980) adds further evidence
to the hot soaking and parboiling effects
on milling outturns.

Nevertheless, in these days of steeply
rising energy costs, the economic aspects
of fuel become aspects of viability. It is
in this context that one sees a gap in such
research in that the economic aspects
of stch research are gencrally neglected,
One nceds to evaluate in all these cases
whether the marginal costs of adopting
technically superior methods are justified
by the marginal savings in the physical
and value products of the gain as a conse-
quence of such
In any case, the viewpoint of a systems
approach to P.H.LL research and preven-
tive action which Dr, Illangantileke has
emphasized in our discussions is, we

innovation adoption.

believe, very necessary in a developmen-
tal context as is inter-disciplinary rescarch
that we have implied in the above state-
ments.

Problems in storing

The problems of storing paddy and
rice have also been examined at times
by scientists in Sri Lanka. The traditional
“onn farm” storage technique of the
“BISSA” was evaluated by Palipane at
the RPDC (9) (1978), The study has
shown promising results with this tradi-
tional method involving little produce
losses, low capital, costs, alot of comple-
mentary labour input (employment)
and providing the farmer greater control
over the timing of his paddy/rice sales,
Palipane (RPDC) with Breckenridge (Cen-
tral Agricultural Rescarch Institute, Gan-
noruwa), are currently conducting a joint
study measuring changes in the quality
of rice grains and physical losses from
insect infestation during storage in com-
mercial warehouses.
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Milling losses

Milling losses, too, have been the
concern -of some researchers. The tradi-
tional “‘hand pounding” of paddy techni-
que was examined by Vellanki and
Ramalingam (8) (1978) so as to evaluate
milling losses, This study provides evi-
dence for the need to introduce mecha-
nical means, albeit simple “‘appropriate”
technology, to minimize P.H.LL. in
milling and for -the improvement of
quality, Undergraduates of the Depart-
ment of Agricultural Engineering, Pera=
deniya University, have, under the direc-
tion of Dr. Illangantileke, recently mea-
sured the efficiency levels of different
types of commercial mills in terms
of the total yield and the amount ¢’
head rice obtained.

Lack of research incentives

The above are some of the efforts of
researchers at analyzing problems impin-
ging on P.H.LL. in the domestic produc-
tion of paddy and rice. [t is helieved,
however, that the extent
into such issues is hardly sufficient; the
body of knowledge built up is insuffi-
cient as a basc on which sound policies
could be mounied. It is to the credit of
our few scientists, in this area for develo-
ping even this amount of research know-
ledge given the facilities and the incer-
These rescarch results

of research

tives provided.
are more the perscnally motivated and
individual efforts of the various scien-
tists hailing from several independent
institutions such as the University of
Peradeniya, the Central Agricultural
Rescarch Institute at Gannoruwa, and
the Rice Processing Development Centre
at Anuradhapura, There is no integrated
effort in Sri Lanka at implementing a
broad research programme focusing on a
variety of issues related to the minimiza-
tion of P.H.LL, in paddy and rice.
Problems of Rice Processing
Development Centre

It is in this context that we propose
to highlight herein the importance of
the Rice Processing Development Cen-
tre (RPDC) at Anuradhapura. This Cen-

tre is @ project which resulted from
FAO/UNDP initiative. It was equipped
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with racloue Tvpes of des mills, parbodling
nod  drylng eysteos, threshing flooos,

storage facilities, 2 fully cquipped labocad

tory for chemienl rescdreh, classreom
facilities, s Tibrary, no suditornio, hoetel
Tacilities, nnd safi quaters. 1L wax
established fn- 1976 to faeilifate dmprove-
ety in rice proccsiing in 56 Lanka
und iorplicitlytiete fore b study BHLLL,
orevention and imiBieization issess v
regard to thls malor food-item 5o crurisl
to the coppomy. Unfoctunstely, wme I3
a1l Lonka have nor yet leached to appre-
cinty fthis FADYUNDE profect lut slome
to properly adminizter aod maneps bt o
such a woy ax éo fapilitete the process of
ecdnuons bevelopment,  Soom ofter thes
preparilody  work  in setfing up this
Ceatre  was completsd, we “ost® o
forcipn gxpirts aven. hetore they werc
bl 1o wsbetd to oS lbeic adwanced
theoretionl and practleal aiowledge nf
paddy and rle: mlleg, erdedag, lagtone
layout abd olhed lachaical-rechnolscal
lESJJE-u, astd pvan helore. we were shis oo
pragp, #x a sociefy, hew to diiine 3
wourke of action for @ broad spoorrum
of uss=ful tesearch, npdfor to crao asd
azipeate our young-galencists and oflier
resencch promoomel to take awer Lhe
reecarch and masapesial lunclions of the
Ciante,

This eseansh cogunizatinn, the BPOC
bepen 85 4 subordinute srmy of 1he goveon-
nicpt's Paddy Matkesing Boacd (EMB)
B bafifulivn  tesponsizlE fer prics
AU PPt Ualintumat=ly, the Cenirs
hae cobtinued Lo remain 2 bondmaiden
of this PME, aid to secve the duyr oo day
rarachial mecde of Ul aclion oriented
BovErmmAnt CSrEANRErion whaich s Tegn-
larly under poeseure 00 fcbfees didlsren:
Lurputs and Aalfl aon-sescadl aelalsd
objaciives.  Ax 0 canacguenee, it bag aol
Bees possible o dewvslap within this
Careire, a cullure ol r=searck and cyperi-
oeflbatica mmlo Cle post-humvest prehlers
faced by faviness, millers, storage ang
wurehousing  concerms, equipment nand
muchinery manufacturers, tradzo, consu-
pther  portigipanis o the
paddsfize industrr,  PUndasdevclop-
nreat® itself displave thus a4 teadeocy
to wreate wlebous elicks of PuvEILY
unil izibocalive v licl teed Lo Zees pour
T

mem, ani

conntifes paor, insteed a8 Ragnar sarkae
poidiled out ko us norss Long spo !

Today. it hus juac one o bwo qoalis
Fed  Rescarch  OMfiecrs, (ne Dngineer,
B Techolésl Awsisrant  sod twn Lab
Technigiane o deal wirh il rhe arofeasio-
ool tunctiong af the Ceatre. Bt Upe woe.
fulby onderstiized and zpethetin withou
w cause and withowt dfcoclon. . The dovo-
loprtent  Jditection, a5 che Agicultural
Devslopinent  Authesity {aDal of 56
Lanka Jiss ween dn Lhis condexl, e to
T this - Ceatn: - Yocan the manage-

ment and centeal o the PMH and to get
it up ee an independenr regsarck orpani-
eation wlth profesionol Leadership aod
responalble for the indzpeondent studs
und evpiuatlon ol pest-harrest probiems
partaining o a3l guins and comals. L
shoile B led and diregred by profassio-
nal preracinal baring clos: lizison wicl the
Tniveraltios, resesrch  imatioutes,
world and domsstic B opod O osiented
orpanbzativng, Tt nesds to bo etrangihened
fu  Bandle fhe  socho-ecailomic - nspoets
o post-hprvest reacarch faswss as wedl
with ermphagiz oo “deriard™ wnd  orhar
"morket” polated diwensions toprovide
Aghavioneal zuldelines too recholboal ae-
eearch.  Far, the electivencas of ecknn
loglosl changes thot enn bz adopted s
clogely related In what mackst cuoditinns

ane

and  buman hehgvionzel codsidErntions
weenllel imdiznse,

Froposal for Food Science und Tech
nology Mgtitu e

Anvlher  importeat  develosacenisl
ides which the ATod bas booo pronotiog
Lo tow aetling p &f 0 Pood Szicnee sod
Focd |echnoluey Institinge i 81l Lanka
v Uie lines w) the Indijan pad Thal joo-
dole. PH LL in 80 Lanka wre highly: roln-
tod to the Eck ol suliicienc scizntifi
knowledoe nod capaeitios i regrd bo sto-
Ting, proceseing, sacking, packapine preser-

rng, oo Unell the suleatilic hase dn the
nrzaa of Food Scicnee aod Foud Tachno
lmey is hujle and the capredy cosated Tor
whanithy wapreeinfion and coicern Jo
“miarketing’' telaled as-
pEefs, e cancept oF the Juihinization
of PITTIT, in Acio Laaks s Jiksly La
Tensul & mers reademde asue

“miarkel! amnil
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Inkensifying intercst in “Hemyand’
Tar fond

Ancther wlew  pdine we with to
present; gnd an approach the AInA.
13 youchsafing, i to intensife. inforeat
by the "demand™ for food gids of the
pouation v 8n Tenks'a offorts ai brin-
Eing about & ceducton in PH.LL The
ati=ntion todsy Is heawily hinsed tooeards
what =conomists refer Lu as the Smgpalst!
wr the produarion, of technologyr related,
gide ol the issys a5 plea s that if
el phasia were shifred 1o the: “deanand'
cide, eofceri will he gronscd Cowards
przapireg  to “real lneuanes®
0f congwmars and far che hetror ldeE-
catloun of consumer nocds. The lepesved
idemiiiculion nf popsnel demands and
patlemns i likely ro facilitiale the 1tpns-
mission of cleal SUl aoessagss fnwn the
murkeding  chomncle sboul ihe interme-
disd= funccions chat buve o he perfor-
med, what pioducts gesd Lo ke producsd,
=hot necda base o be satisfisd, whbat
CONYoCgions Ldes 10 heodone, and oo
forch, do the prolilahis aperation of focd
felated: bisioess  sctivices. Binplasi
on the Jeal foeome =idn anie Torfly alien-
tion -0l cedocineg fe “Teal cosis' Al
porfornsing all the ralared faeilons foamn
cltivalion Lo final conauimptuog, e oo
way Laroupgh which uyer Jre:l) incories
il be focrsuxed.  Higher geal fneomes
dtsan Lkal signibcin: incoceto: n the
demand far Cood dre Tikele o0 Fo pleen
high incooie elasticiiies of demiand in
our pnrt af the werld. E.H L pedcceion
1% hkely to Boeoais profitalle Leall and
sumdry it Iea Ao avenue Tnm rodnciog

ICTERE

marketing oosts, Lapecindly 1 fhe cmt-
cupt of an “opon mecksc’t econamy were
Lo b followed, st bns boon sestaloted ns
part of pmhliz palicr i S5 Tunks, and
om0 comenmmitent rEduckiond in
p el seeror contruls and an elicnnaticn
lhe  piivace
sepnot, butiness opporlemilies ane liokly
rir Hae, HOH LL reduction bapommes an
nren ol profilzble cppdiluciics, one cin
'_.1'r=|3:u|._ wicll a gl doprces of canfiosies
that whalevel aew Enowlodas 8 dzvelop-
el wn vosl faductien techolgoea it will
b= opeadily adogled spd  rcaourse sz
geraomiced uzi .

ni trcding reslrichions o

s aes A Mare i
ECCHOM I REVIEY, FEA/MARCH 1555



Errors in Government-

Decision

Influencing - Documents, their

Causes and Remedies

J. Diandas

Errors in decision influencing documents
can no doubt result in poor decisions and also
cause embarassment to and mislead those who
rely on them, This could happen even at the
highest levels of the Government decision making
process as revealed here. In this paper, originaliy
presented at the annual sessions of the Sri Lanka
Association for the Advancement of Science
in December 1982, John Diandas, a chartered
accountant by profession and keem student of
the transport and energy sectors, conjectures why'
this happens and considers some remedies, His
main conclusion is that there ought to be more
awdreness of the falibility of decision-influencing
reports and other documents and a greater recog-
nition of the need for verifying them.

INTRODUCTION

Government is an amorphous conglo-
merate body of people, and it is some-
times difficult to identify who the real
decision makers are, Proposals are ori-
ginated at various levels in various places.
* Whether they become decisions or not
depends on a multiciplicity of processes
and procedures.

Some decision-influencing papers
contain serious errors that have or could
have caused or influenced poor decisions.

The purpose of this paper -is to
conjecture why this happens, and con-
sider some remedies. [In order to do
this some examples of errors in decision-
influencing documents are described,

METHODOLOGIES OF GOVERN-
MENT DECISION—-MAKING

Among the motivating factors for
decisions are inertia do the same
as before; bright ideas; open or coveri
aims of interest groups; serious study of
alternatives; component needs of overall
plans or perspectives; patent or apparent
failures in existing programs; and crises.

ie.

Among the process and procedures
leading to decisions are discussion and
debate; interest and media pressure;
pasition papers of varying formality and

Among the seats of substantial decisions
are key interest groups; key administra-
tors, minister, committee of develop-
ment secretaries; cabinet; and President.

Sometimes a position paper, cabinet
paper, memorandum, feasibility study,
statement of alternatives, sessional paper,
call it what you will, is the real basis
for decision; and sometimes it merely
gives support for a project or program,
or policy or policy reversal already
decided upon. In this case, if the paper
is adverse to the real proposal, it may
be shelved or contraverted by a more
amenable paper,

However, written evaluations do
play an apparently important role,
so the question arises of who writes
them, on what basis of facts and fore-
casts, with what degree of understanding
of the implications, and so on. Some
papers are very competent.  Others
patently less so. Even competent ones
sometimes incorporate errors of fact
or computation, Yet unlike historical
financial or accounting statements hardly
any such papers are put to the test of
formal independent verification,

EXAMPLES OF CARELESS
EVALUATION

Al. 1979 Central Bank Report on
energy gives a table showing very
clearly that petroleum products grew
to 90 per cent of total commercial
energy consumption (excluding - fire-
wood) in the late 70s, and that the re-
lative share of (hydro) electricity re-
mained below 10 per cent.

The next
paragraph of the report was a lengthy
caveat approving Sankar and Fernando
to the effect that 70 per cent of the
heat inherent in oil or coal is lost in
thermal conversion to electricity or
motive power, and that when this is
accounted for the relative share of
(hydro} electricity goes upto 30 per

cent.  This is illustrated in Figure 1.

A Minister used this Central Bank
report as basis for an address to an
important seminar:f He cited the whole
table and the averment that "over 90
per cent of energy consumption {ex-
cluding firewood) is met from petro-
leum products, and electricity forms less
than 10 per cent”, but did not observe,
or was not guided to observe, the caveat
ding Central Bank paragraph,

The Minister's speech was reported
in the press, with emphasis upon “Elec-
tricity’s 10%, and a condensed version
of his whole speech was published in
a Sunday newspaper shortly thereafter.

Obviously the Minister’s mind was
impressed by the small {10%) contribu-
tion by hydro electricity, and many of
his listerners and readers would have
been similarly impressed. The question
here is not that a particular decision
was about to be made or influenced
by this misinformation, but that a whole
series of attitudes towards the energy
problem and its solution may have
pervaded political and cabinet thinking
until some opportunity arose to dispel
the mis-impression. i i

Obviously . if hydro-electricity pro-
duces only 10% of commercial energy,
then even doubling hydro output by
means of large investments would dhly
raise hydro’s share to 20% and there-
fore not have much impact on the big
problem. :

&9 Feb 80
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Report submitted to the Energy Committes by the Study Committee headed by Dr
K S E Jayatilleke, Central Bank of Ceylon undated probably 1879,

Towards . n Energy policy in Sri Lanka. T L Sankar & G B A Fernando SLDP Apr."8
' 1

3 - Impact of High Oil Prices and the Economy. Hon, L Athulathmudali in “Energy in Sri
Lanka” SLAAS PROGCEEDINGS Jan 80 ed M Munasinghe 1981

Effects of the Oil Crisis, excerpts from L Athulathmudali Sunday Obsemer. 20 Jan
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[¥r the othar hand if feedn
ahare is 30 por gent, than daulring

ooulgl dincrease itse share to S0%  and
parhaps zave owar ooe third ot nil ;M-
ports.

Jne musc sat Llame Ministan for

taking. sgnnnmists' farsgrephs ot their
facs  walue '-'-'it'l'.:lul whrching fap lstar
cavaati. Yet the Imprassic
eriated  about smell  chae
raighit weell have played fts part o o
later Calinet  “sommicnant'
de~cormmitied] to nuelear power,
imel largely besed on incempldle in
Frarigps Licen:,

Oil impact on evternl trade and
balance of prrmenis

Tha  same Wicister’s  sddrass®
fwhich was in many wiys an exoel o
treatise], snd e excorrts in e Senday
nawspa;mr"" gited Teatral Bank cata
o choww thal THTK oil imoorts abetraoied
4% of wedal valug of capdrts, o very
serious  podition indizating  thet  one
guirter of exports oot [0 SFERIN Usaoe
o - Brgy i0 [he cUURLEy.

Huwever, whereas ol impotte in
19768 amounted e Ba Mo 1218
exparts realised Rshn 514, 20 the nat
ey QoEt was only FAs Mo J05 On
this Dasie oil waga cost odndy 18% nof
cxports. ool export coroings are in
cludediia. the “lnvisibles” such o
tourisp earnings and remitzances from
West Aslab the percentage weould be
eyar ToWer,

The samg sreor of ponception oon:
tinues to this day, Many people Delisve
that 19B1 oil imports were 48% of
exparts, yet with adjustrant for il
regxports and invisible exports the e
cerdagan i st 277,

TR
bryedrs

|5i

Mot that sech lower fiqures shouid
haye bpan or shoold Da @ basie for o
placency, wat gloarky Wrong parspectived
could prise in the minds of many deci-
sion-makars  influenced by thevhigher
figures of. 24% in 197G and 48% in
1981,
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that the real delivered cost for different
modes of generation was 0:.79 cts/kwh
hydro, 04.85 cts/kwh Gal Oya purchases,
and 10.63 ects/kwh thermal, with an
average of 05.24 cts/kwh,

Thus not only was the overall cost
shown to be a little over half the reported
figure, but the disaggregation showed
a cost for hydro (then and still the main
source of generation] at just over one
third of the cost reported.

ln this case, too, specific decisions
may or may not have been influenced
by an inflated perception of cost, yet
very probably some decisions about
pricing electricity, some prospects about
hydro investments, and some proposals
to electrify tea factories or the railway,
may have been adversely swayed by this
mis-impression.

Today there are better studies and
papers {though less official publications)
about electricity cost. Yet there is still
a danger that individual project propo-
sals fake into account postulated average
costs and prices rather than the marginal
costs that ocught to be applied to particu-
lar cases.

Prospects for a coal power station

Another example is a consultant’s
report® discussing the logistics of gene-
rating electricity in 2 large (1080 MW)
coal burning thermal power station.

in a set of calculations he estimates
the need for coal ships of 60,000 tons
capacity as growing from 3 ships yearly
at stage 1 (60 MW) to 36 ships at the
final stage {1080 MW},

But assuming no change in load
factor, a simple multiplication by 18
idivide 1080 by 60) reveals a need for
B4 ships, which is B0% more than pro-
posed, and also changes other logistical
needs such as handling a ship every
7 days instead of 10.

In <his case it appears that one
typinw error at a draft stage of the report
has led to an aggregation error in the
next draft, and so on. It is easy but
unwise to laugh at an engineer's error,
becuase we all make such errors unjess
we devise cross-cheks in our tabulations,
or plot per unit comparisions or get
an independent person to check our
working. ;

| recall a textile fechnologist on a
really big project working all night
in his hotel room to reconcile his fi-
gures with that of the financial con-
sultant, and finally admitting a million
mistyped as a crore, leading, as he cha-
racterised it to, well, just “an error
of a nought"’.

In the coal study, the report was
sent after its delivery to the power that
be, to a reviewer in a different profes-
sion for opinion, and one hopes that
corrections sent  early enough
to the coal-dock designing consultants
to plan the appropriate coal unloading
capacities.. ' o

were

Electricity demand forecasts

In yet another look at electricity
position papers, a World Bank/UNDP
draft Report?forecasts glectricity annual
demand growth at various sub-sectoral
growth rates ranging from 4% to 24%
based on a 1981 estimate of 2,112 gwh
generation yielding 1,795 gwh sales. The
forecast for 1980 was for sales 4.342
gwh needing generation of 5,108 gwh.

In turn this forecast of demand was
used, withawd without conservation
measures, to postulate power .station
investment program-s ¢

The 1981 estimate and the forecast
were no doubt taken from a CEB fore-
cast made in August 1981 Yet the

7. What is the True Cost of Electricity. J Dia-ndas‘The Accountancy Journal Jan 66,

8. Guidelines for Planning the Ceylon Electricity Board's Power Stations beyond Randeni-
gala in 1987 E C Fernando Teb 82, :

8. Sri Lanka: Issues and Options in the Energy Sector. Ahmed et al World Bank/UNDP Feb
82

10. Sri Lanka:
May 82.

Issues and Optiens in the Energy Sector. Ahmed et al World Bank/UNDP
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World Bank /UNDP Draft Report was
issued in February 1982, by which
time it was easily ascertainable that
the actual sales for 1981 were only
1,492 gwh which is 17% less than the
August estimate, although generation
at 1,872 gwh was only 11% less, system
losses having leapt up to 20% in 1981.
Even if the Bank’s mission had to write
up their report in October and November
1981, there was ample opportunity
to ascertain that the sales for 1981
would fall well short of the CEB pre-
diction. :

However that may be, at least one
analyst, to the knowledge of this writer,
advised the Bank's team of the error
during the discussion period.  Yet the
Final Reportw issued in May 1982,
long after the end of 1981, contains
the same figures in the same tables,
used for the same discussion of the
same projection of need for thermal
power stations, and of the oil and coal
needed to fuel them.

Now this report, carrying its World
Bank impress, will not disturb the Elec-
tricity Board who know their own
figures well enough, but it can influence
analysts, advisers and others in other
ministries, and their attitudes towards,
coal, electricity, hydro-electricity etc.

If one applied to the 1981 actual
sales the growth rates year by year
as in the report (although these ought
perhaps to be lowered or otherwise
adjusted in the light of 1981 actuals)
and the same estimate of 15% system
losses, then the electrical energy required
in 1980 would be only 4,235 gwh as
against 5,108 in the report’s ‘base case”,
and 4,022 against 4,853 in the “con-
servation case”.

The energy requirements in the
World Bank /UNDP Report are tabulated
agaihst hydro capacity o give defi-
ciencies of 1,674 gwh and 1,323 gwh
in the two cases, which deficiencies
would be only 701 and 493 respectively
hased on 1981 actual sales.

The deficiencies are used in the
Report to display the need for 80 MW
diesel plants and 120 MW coal plants
hy 1990; and the fuel need would be

o



200,000 tonnes ¢ogl and 248000 tonnee
el #ee fatter reducing fo 168,000 tokne:
il in the conaervetion cass. But with the
raduced  compatetion of peh demand
thera would be no wil nesd in eithar
“emig’ fand hence nio nesd for the ness
diggz| planl) and coal would reduge
to 2HA,000 tonner and 207,000 tonne:
In tha two “casea™,

'I'}tBrE'EE'iI'Im"l' & dncaly  developed
report  igued  In early ®arch 1981
for the ADB (which the World Bank
JUMDGPE  Repart mentioned a5 "3 good
overdiew and dozoription of the sactor'’)
takes in an carier Fabroary 1981 CEE
forecast giving-a much higher 1280 nead”
for 5722 gwh, but it very wizely ds
ribes this as “tentstive’.  The Warld
Bank/UINDOF team should either hous
usad the seme term for tho Auguet
TBET CEB forecast, or ss behoyed therm
in Februsry 1882, shoutd have ascertai:
nedt the actual 1981 figures,

Mow the World Bank/UMDOF Final
Raport, which iz more  stiractivaly
primad and bound than the ADHB one,
ir, 85 aid ‘aerlier, mot likely to boihes
the CEB peoplel who know their own
figures) wnduly. They may In fagt us
it to demend inwastrmant funds ahead
of need a5 2 hedge egeinst unpopular
power cuts in 1880 or o, Even 2o i
It garrect for ather  snalyscs,  advisers
etc  in other minisieles o financing
Inatliutions to be swaped by figuras
fo myniicantly. deviant. from reality
or by or by poorly bassd forecests

Lising hindsight not asaliable 1o the
wiorld Benk team swen in May B2, it
ic interesting to nota that 1982 sctual
alectricity generation, which was un-
rastricted by power curs besed on supply
constrainte, will bBe only 2060 mwh,
sormewhat Fees than 2112 gwh adoptad
by the World Bank toam for 1881, and
this despite conjactures of orowth rotes
of tha ordor of 265

Petrolcum product data

Thie Petroleam Corgsaralion bhas e
cently amd cammendaksly started publ?
shing -ar arirdl statistical abewbract ha
first covering e r.IEt'ilﬁd 1820—1880.
b

The secand imue, due soen, WOl iaks
e Figura Forward o 1881,

The fret fasec®  on iz first page,
sets out agles, oosr profit end volume
I a table of owerall performence which
also . includes unit revanue per tonng
arfl cost per tonne, Typically for 1980
tha ravenue per fonne s piven at Rz MR
4.9 wwd the cost BsMa 4@ It should
be clear -to. most teaders of this pub-
lication thet the figurss ehould be
A5 4 900 and Bs 4,800 per tonneg,

The danges hare is nok sce much that
Immedigte ussrs of tha table wnould
asiusrie that oll gosts 8 thousand times
a5 muoch 2 It dosa fa mattar of 3
noughts™| bt thar - retearchars  LEing
this report a5 & sounce walld perpeiuate
the error and ekiend i 0 their own
Tlneiings.

This writer hes s=an sayeral world-
wide peblications  with . similar  stray
crrors used o producs spurious findings
by suthors seated in puch aminant com-
tras 85 the Brookings Institution™
with at lsast ors nought out, if not theoe.

Likmwiise thara is o INDP Raport’
with many  erltigised conclusions  the
¢riticiome putdished in Blow Selentist't
and  elagwharg Leing fortified by &t least
onp mistaken uwsge of soma. carlier Te-

caareh report's arnor.

Velicle population of S Lanks

Moving w the world of transpart,
g mocent Repariment of Caneus Bulletin
publication: =serte &= Inter alia as
follows ~ (gmphasis minel:

19, Sri Wnka Enargy Seeiar Sty

"Thy incessant derard for Maoror Yehicly
Sratistics fram diverse sanvasd 0 macknt yaers
reflects, ot l=ast pory-an reraming guErEET
of the nesd for Impreviag the Maticnal Trare-
part- systEm Lo faned- 1he [epdiremets of a
mapidly expending cepnaomg,  This Fublication
which  wpdares  ‘the  aymlinbe  nfocmaboes
will In same maaek ra mighy this darmmd, The
transportatian al et coviorner géads sBnd
the finkshed preducse of Incal industry has &
prafourd  effect on e 10 a8 the people
¥odicbies  of the Matipnsl Los Tradsporl
Fleet mre therefore presented hemein, Jimilsrly,
all pemsanger trarcaort  wehilcl N E
hoped that this micematian sl be of codsis
derabds use in th= planning, Implermaniation
and maalustion of proprames foi e dses
lopment of poods . and  pacERnger transpart
sErvices o thd country.  The period prioe
[0 18TV, ek chamcterised by a severd peacity
I the: fiepsrts of  transport =quiarment, Btk
the libsrlimmtian of 'mports soesirds Tha end
of  1B77F, there has basry Bn sivgpacalan s
Imerease in che impormcian of Moo walicse
FpaEre  parts  and G| ieg, Thiv malemal
furn|shed [n this publicalion will, fherfore,
b f!tl'l.ll it the =wlustianof the Impast of
that policy On sconomic groedA 10 chis Falad,'™

The Bulletln lists in It3 first tabla
what is describ=sd - as  TTotal  yehlels
population ps at 3T 1281, Thirteen
categories of vehicies ara niven and the
toral ds 337,382 vehicies.  This figurs is
in faci the Reglstrar of Motor Wehiclas'
tomwl for motor vehicles oo the registers
& gt F1 42807 As gt tho later date-
37,1281 the Argistrars figuie @ STﬁ,UUIE

Leawing =side tha matter of the
waar to which it attaches, the ditisrencs
in deoscription “total vehicle population”
anel O Tetal. wehiclae on  regisers" i
vital hecause & poblicstion of the Ministry
of Flmewce snd Planning repeoduses,
fram RAMY recards, tha same list tossliing
3237 202 oo which itosubjoing the follo-

g nate -

2 H & Feomardo, @ Chandmeskesm, [ b Jovosrkars,

ard B.F Gepwlmgs Tor ADE Regional Energy Siieday Mar B1.

T2, Buigrugbiles ard Cites: Soromagivg Tar Deeelaping Cooneriae-: Wil Tred Chagen, Eroakings
Iestitution far OECE &g 23 relying ar 3 graph disramad 5% aessight 10 0 peier B
Richard Flice in MIT's Technalegy Revies Journal.

13. Fmemw of the Impace af Prduction and uvse ot Energy on the Envirorment s 4w
Faleat WHDP. (ravwne & ihe Usnen i Reparc) unpubilished 1575

14, Wuclear Techirorar T as sviddmifls. J Tinkess In Mew Besotist 8 Mloe 78

18, Bubetle oo e Wahics Statistics 1879, B Gunssingbs Uepertment of Seais: snd

acatlsiles Mar G2
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*the number of motor vehicles

on the register is believed to be a
significant cverstatement of the
number of véhicles which are active,

as it is thought to include many
vehicles which have been scrapped
but not removed from the register.
example SLCTB has approximately
7,500 buses in its fieet, but 15,000 still
‘on register."”

The discrepancy is measured by the
fact that the number licensed in 1930
was only 221,827 vehicles'” The
gravity of this discrepancy, which has
persisted in the statistics over several
years is illustrated in Fig 2 - which
is extracted from a recent Transport

Sector Stu dvfg
The only concession to this grave

statistical problem in the Cansus Bulle-
tin is a footnote {on the list mentioned
earlier) against the 15,000 figure for
CTB buses which reads as follows:
“CIB running fleet as at 31.12.80
-~ FS 3.

The rest of the Bulletin goes on to
give very detailed analysis of ““the motor
vehicle population”, and espectaily motor.

* lorries as at 31.12.79. The total as at

31.12.79 is not given, but if one cares
to add the totals analysed in tables,
it comes to 167,503 lorries, light com-
mercial vehicles and cars, which'is close

to the 31.12.79 RMV figures for similar
vehicles “on the register’”, in respect

of which the corresponding *licensed”
figures are much lower at 109,000 odd.

The Census Bulletin tables break
down lorries into age, year of registra-
tion, fuel used, fare, payload, series,
owhership, horse-power etc.ete.  But
one has to question whether any of
‘these analyses is “useful to the eva-
luation of the impact of policy on eco-
nogic growth.”

On the contrary, the analysis may
positively mislead the users of this
Bulletin,

Whetker any unsuitable decisionsg
are made in this case would  largefy
depend on secondary analysis of the

Builetin by Ministry analysts or resear-’

chers.
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Exporis of Tea

The Ministry of Planning publicaii'gm_
“Tughsport Statistics in Sri Lanka”
is a commendable recently l8unched
annual issue, yet it too is not free of
gross errors, In tabulating port cargo

handling, it includes metric tonnes of
tea loaded at figures ranging from

368,000 tonnes in 1974 to 420,000

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org
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tonnes in 1980. Anybody in this sector
would know that production. and exporf
of tea ranges around 200,000 tons
{200 Mn kg or 400 Mn Ib} per annum,
or about half the figures given in “Trana-
port Statistics”’,

'|t is unlikely that decision-makers.
dealing with tea would be misled by
this mistake, yet the figures go sig'ni'—
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ficantly into the maksup of total port
"lpading” and total  “losdings  plog
unloacfings™, which ¢an leed 1o s
decisions in mattars of ransport capaci-
tief mepdsd to being, gonds Tnio the

et
A recent publicetion of the  ports

Authority  confirms tha total digures
for exports, but docs ot glve the break-
bty it pewnrnidities,

O tha other hand 8 historicel
work oa tha Colonba Pert®™®  yives
pee-wor  Figuras rising to 100,000 tans
[2a0 B ikl of tes yearly, which is in the
tomact ranpe.

This particular milsteke 5 dues 1d
thi Ports use of "leelght tons” 11 1oa
tea = 3036 Ib), which werm ia not nar-
pated or defieed: in “Trensport Sets-
tics™ oo in "'Port Statlitics™ from whence
the fhgures were clitgined.

Oiher examples

Tha above exampies o 20mE ekt
oweriap the matters relevant 1o the
Gousfnment  reviewing  process  which
should properly befong v the segtian
of this paper on 'Examples of Carelesa
Heview'.  Howewar 0 Government &
alomahiare there b no glear demoreation
bebmeen  reviowing  past  achisyamants
and trends and cecidling on o future po-
{igpes, programs end projects.

Cthar oxanides clearly within the
arena of dociinn-making are  those
ralating to the urea project,and the
commitment to auwclear svengy In the
1660 '

In tha ures case, @ lailure b0 undsar-
stand that oma ton of naptha produces
mare than two tons of wres led 1o the
propodal to cancel the project on tho
grounds that W would be more prodi-
tabla 1 export napthe &k a typicdl
Re. 1,000 per van then end fimpoer ureg
Bt the scemingly lasa oot of R 700

per b, .
In -~ the case of nuclear ancrgy iT

apuegrs that the cabinet rede a forrmal
ponmitreent fo pan for 3 nacledr Te-
aotor 33 soon as it was stlsfied on the
matarial presartod to it thal the haal ehy
and  hazard risks inwgdvesd ware arcep-
table (whether thic aspect was adequd-
tety gungidered 5 not oin isiue here;
bast that adequats matarizl oo costs -

a4

grd  economie rinks | ATIEF Scmeinlista
hedd & panel-discussion on the subjecr =8
Govesninent  eslablished & comiitte:
whise cereful 1eport ™= covered many
pacts of the progoger and aEparenLly
persuadad governmént to  loossn its
cxamienl tment.

THE METHOROQLOGIES OF (30—
VERNMENT REVIEWING

A5 with  docision making,  peecboi-
manca review by powsmmoent  fends
to be spasmodic rther than systernatic,
notwithstandhing the eaistznca for many
vaars of a Ministuy of Plan Implemen-
tatian.

The Basdget, which 15 govermient’s
spending peagram for the enzeing year
rlghtly gets, full parliamentary  debatd
which [ weell’ fepaorted in the pees,
But the draft or final netlonal accaumits
for the lmmadiate pest yesr, the Canivel
Bank geenuel reports, and the guarterly.
performanae TaEoTEs of the Kinistrye of
Pran Implementation get . little stlanton.
Hance pollticsl ravige of the past oftan
mwmhee the form of subjective commignts
during the bodget debate which coght
to be addr=ssing the futwre rother than
ihe pat.

O the opposite hand, past naticnad
and departimantal sccaunts are subijact
to financial [if not performange] awdlt;
tut the Budget s rol 5o subjected.

The farmal mechanisra far Govern-

ment Tey iy inciuda; ]

1, Anqaat deprrymcnmal . sdriiiscration (@
pieta draany o whiy have o noEn
iaiued In et yesred, ]

A Anieial mreunts ond reports al skAcutorg
eofpar2Teara ard ather instiiuations hehibch
afe oiten liswod very Latel,

I Budit ol snnool n{m"rll:tllug.aln ofeen
igte, ard o ANy s e reports are
tou lengrhy wsnd arld o gaem much ser-
laus pemling by deciinnMesen or ather
Auditer Gencral's Annus Ruparr 1#%30R
B Eeewhat erdious cocuirent desling
often with long s nigtbers)
B, - COPE: Tarliarpsnts Haety comdunee o
wiEwdlra meEntqadt pectormance of it

anlerp faps. L. RA-L 'ﬂw%u

1. Commesions of  Ieeguirg o send -

L biees. 3
There i= fittte 1o compce with the

British Prriament’s spociyl gublect-aqod
Standing znd’ Seloct Commtlees (hes
boedins  eontinucusly  cxamine  overall
govarnrrent funictions with snuca pars
tretion and Cirgight, and publish Thekr
jepots Bnd procdisgsh end wath toe
LS Congress’ supgsert Todes such az
Congress  Pessarch  Serwize,  Lonnross
Budg=t Gifles, Office of T:ﬂ_ll:!"lmlu-;‘ry'
Agessrnant et sl the LS Euscutivi's
cearelevidng  organisaticns ke e
mest  Accounting  Offics, Offiee of
Marpuemeant anud Budypet aic

Apart from tho Goyernsenls
formael reviewing methods 2t out in
the pora aboue, informel n¥ew proce:

LT R ot vl (]« FE

1. . Epmanns Ty isiarelnans

T Swninars run by doguesder grie

3. Falivically dadicacd ivsarpasse

A, PulligoEnns af osckmditic oand  resand
(4]

B, bpvewssigarhen loonmwiiam

G,  Orchen g joasssiline
Mieed® Gt 3nd

pricussy wclude  Graparsl  docuimeeis

g writinn, which, ke oesest of an-

o Aualuation papers, hiawa thoir qunta

af orcrs, Thaesae ¢apy 500 - s0natpnes

dit distort geeersaienl's was oot tins

orcrest oF faifure ol pwisting prayrsir.

TRh Eo s O B ooy [

I Troneport Seatzstics inSd Lents TH74-1503,

Finanu and Flanniae Jan B

Maticon! Planning Divisian, Minktry ot

T4, Heplprar ef Mo Wehicles, Prrsanal varifiesivin.

: r EL
T8 R Lanks Transpert Sector Stody: 2 dratt repar. B Disnckgs Hriecsich Bbars 51iltuag

upy 82,

LEEN P'lElrl: Gl Bri Lanka, &rl Lanka Fars Al arise r.-'h-,,'*ﬂ‘.-

20 Thw Fort af Cesamba 1360 — 038 K Dhermassrcs. Minktry ab Higher Fodecetlon fHae-

srarch Publicaraoms 1980

de. Bhawd v faniks o fa maciear fFared Dlzeossian SLAAT factize F -30 &g il

47, Heponl ol G Cunemilive ot Trguing on the propoess 1 aeracemic srecg. far <ha e

Liger Bl placl i goaes i0 80 Lanka. o
A 83
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EXAMPLES OF
CARELESS REVIEW

CTB’s contribution to
economiic progress

A committee was established last
yvear 1o inquire into the operation of
privately owned buses and to advisa
government on methods of regulation
or seif-regulation whizh would improve
their conﬂbunon to passenger trans
port needs,

it was not part of this Committee’s
terms of reference to inquite into the
past performance of the CTB (which
acronym is used in this paper to rep-
reserit  the Ceylon Transport Board
and its successor Central and F{egionai
Boards), nor did it summon the CTB to
obtain views on its own performance.

At the time of this writing, the
Committee's report is not yet publicly
available. But cne chapter of it was dis-
gorged in the Sunday press in Jun

according to which the report
said inter alia {emphasis mine}. 1—

"We have so far reached the conclusion
that the bus transport service, as & state rono-
poly, has failed to play its role in the economic
progress of the country ..., That the Trans-
port Board did not, could not and would
perhaps not meet these needs is evident. fram

T
P

The repart cites a list of needs, and
some numbers allegedly as evidence
of the sweeping “did not, could, not,
would not” finding, but the Committee
apparently did not care to lock at CT8
performance indicators over the whole
period 1964 to 1881. These are dis-
played in Fig 3 extracted from a recent
Transport Sector Study » Fig 3 shows
inter alia that the principal output
of the CTB increased from 4.5 billicn
passenger-miles in 1964 to 12.3 billion
passenger-miles in 1980 i.e. it increased
by a factor of 2.7, Thereafter tiere
was a sharp 20% decline in 1981 influen-
ced by a massive fare increase and by
the surge of private buses “greaming off"’
a lot of traffic.

The massive increase in performance

from 19284 to 1980 shows clearly that
the CTB did play a big role in the poo-
nomic progress of the country, and
-ECONOMIC HEVLEW FEB/MARCH 1883

Fig 3

14 ; CTB PERFORMANCE

1964 - 8i

G4 G5 c6 ¢ & of 70 I1 72
did (could and wouid) go a long way
to meet the needs. Why the CTB did
not meet the whole of the needs, and
whether it could t.ave been more effi-
cient in doing what it did, are fit subjects
for inquiry. Without objectively sought
answers to those guestions, the Commit-
tee's sweeping, obiter, ex-parte findings
are completely misleading,

Digitized by Noolaham Foundation.
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That the Committee's recommenda-
tions on how private buses should be
operated and regulated appear to be
well considered and expressed, perhaps
even extemplary, does not mitigate the
wrong done in its sweeping mis-assess-
ment of the CTBs role. The Commitee’s
position was mildly criticised elsewhenf.
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Here the guestlon 8t ismie ik whthar
mmmm:nt’a whala pahoy formulation
process has  DEBM sat off hack by mis-
\MEEssian, OF PErnaps whother gowerTr
mant ™ predifection for a uiven ling of
podiay 13 heen unkustitiably conirmned
by the repori’s miz-gondLiEane on i
18

A a postsoript o whis «Bse, Una
heted hat Bradman YWeprplkooiy 20 A
Fopulatian Comfrrenca, made & diflerant
pualuztion of CTE and rall contribution
ti1 penprass, Jrom that of the Carnmittbe.
But his i got lwoy pubdizity
gnel presumnahly will carry Jece glout. b
pffedlag  multiple explenatian for  Co-
Ik s colmparayghy low rals af urban
i tien:

upgr  ‘Wemrakioon, 8ls0 predited 10
pountry's good  EElem of roads m:l
public transpert 26 B major fastor 10
sparing ﬂ'l;rﬂal.ﬂul from growing Unema-
na«aakde’
Manpuwer productivity bus teans-
port

|4 has hespme fashionahie for so-
cletics  where B0 of he worktarca
i engaged in tha tertlary feeryice] sactor
to sand ressarchers abrosd o ExgTIE
the affairs ard acvivities in the +hird
world,  TIng such recent area of rezaarch
iz the bus business whese data is eithar
Lacking ar inauoeseible to wisiting researce
tranmns.

The gesicat rependable data to pick
wp for cuch teams i3 gl o ofF b
and © "rumber of empoyess’-  From
the telatansmp betwoen these TRO faa
bren doyalopad s indicalor ol oy e
WTI'IUE-".

In countries whers [abour G axpen-
sive and difficutt 1o gt tais indloator
may be a ressenabiy ugoful  rEEGLE;
pyen though it puts one skem of Impast
aualnat anothar and where outpa Lrnear
suted in padsenoer-miles] 15 difficull to
a1liast to public ransport. But na third
world creniy the gsiss of ranipodt
produggvity will ba the ioilowing:

Eg-muies or passenqer-milas per bus
pr dkay.

x4

bus-mile: of pamenger-miles par an-
ployes par day

Qespita this, the internations] e
sparchery limited approach [imiwed by
their own background and by snebility
to gel 8L relevant data) has spread 1o the
World Bank, whera an oppraisal repsort

itates!

“Thore i clesr evidenrs that lahour
peoductivity 18 o, & an i red I,
siaffing levels stand at ‘H?.# rirl-
ployess per TTH itirel tabde. re
guired  busk, which comparss Wwith
g ayerage BT for @ garmpla ol
bnclian companios”.

Simdlar  findings &8 found in
sewgral sonsalianis raports althouoh st
of thern o mention other gopects af

staff produntivity

In Fact of coursr, huses thal wark
pwt ar theme hife g woek full Satur-
days and Surdays need more crews 8nd
ptaid-by prows dien thise, Be i Eurogpe,

wihich work mesty @ e day wezk and
mogely 9o 1o the depol bofore dark.
Likewiea buses, ahish jua mone miles
per day and run with heavizr fripils of

passesgerd nand manie Mg REnance, witich
i tuen entails pose depot aolwork-

ghop stalt. Finsily companizs which do
thoir o%m TVRE maimtenance and rades
ding, butld their s bocies, aed por
form other significans sngnesrisg werk,

repd more staff than compinics which
|uat rin bwses. Those Bre somc oi the
peatans wiky ErEOyes per bus, which s

g mgasure il inpst par input, is of it
valiee,  ‘fer followding World Hank inflo
Bnge,  mAny  EEriDnE | Economists et
glgne politiccans and adwmiiziistrators, hae
bopn  sumaeng  wpo thelr  BESAsErRRL
of CTB parfarmance in tanme of this
cotchy input/input medsare.

In consecuencs | etieve sovsral graie
chelslons have bean token under pond-
derable influagnce of tais mislcading moch
of rewies,

Cauwsas of Efror

The causes of ceror or fectors ot
work whish fesd o them  ase anultinl,
Thay must iacluda the Eolleesdng foctuls,
ona ar mars of which may be co-plasest:

1 _ 3naceuats pallocdun of 638

Fmingteguars  andsistanging of - e

b matllr

3 e lased A-qricri dided pUIT OF Jn-
AieTtifin 2EproGeh

AesalllhngiAs o feanct «nat iB aMn

ta

Eimch ot time to racansider oo glig
Cizs

B — irgcmiraky PP e T

‘la'.nmh!q..ll:ltﬂ pomgkiag of by pEmerint
il it pened

q = s e ol wearar ta ohegk Ine
srirrait ol hiz sunwrk

Mhi st paint gequires sjucdating,
The: tesdescy of sn sethor when cher:
kirn Fiis aeen work Is o raad whak is in

Agrayi, Chacopme, Cropst Prrera (DIGH 5 i Blunasinohe

Jibanlsatige:  ercers fram G=adman Wherokoor's midress 1 Sed

29 Coinmitics .comarizng & 8
[a8ATlard Ehert Salva Lprwnie bus uekeator) witl Ko Kubeihasen as Seqeland.
a4 Heil, Bug, no help Lo progress, Froma da Me Sy sy DEseryve ¥ Jiene B2
ns. amper Aepon: good o parte. o Dlordas Teity Rmes 2 Juse 82
8. camka Conodrs.
Bsian B, Fapific Popelation Conlonerce BMIGH Byn 2F Sapt BF
Tay.  Adgipet thesrened of vea Grasah. Bun 30 3apl BY
o8, S Lanka SLaN bpareine Fegart

iBleee] Bank Fedn 8L
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¢ statisticians,

his mind rather 'th'_an the written, typed
or printed text; therefore he glosses over

_mistakes irrespective of whether they
may have originated at dictation, script -

typing or printing stage.

A cursory analysis of the examples
given below show a distribution of these
types of factor as

Some Remedies :

~ The examples given show that, in a
limited spectra of activities, papers
germane to reviewing the past and deci-
ding upon the future have included

errors of varying degrees of gravity

‘which have or could have led to unsuita-
_ble nolicies, programs or projects.

- Furthermore, budgets and project
feasibility studies are not usually audited,

Hence two guestions arise:

‘1. Is there a need for better verifucanora
| Ciogs- evaiuatlon audit, call it what you

will, of macro level papers which lead up
to policy, program or project adoption,
modification or negaticn ?

2. 1f there is such a need, should the
need be performed by accountants,
economists, engineers or
scientists or a mix of these people ?

On the question of need, this paper
has described exampies of errors in
a narrow spectium of economic functions
namely transport and energy. There
seams 1O regson to presume that other
sconomic and social areas would be

free of such errors, and therefore fres
of the risk of inept decisions. Hence

the conclusion that there is need for se-

condary evaluation of papers involved
in the reviewing, policy-formulation and
decision-making processes. ~Such verfi-
catory evaluation can take several forms
such as: formal audit by internat  or
independent personne! inclusion of pro-
fessionally  inhibited persons in the
teams that draw up the key influence-
bearing documents; and informal airing
of propossls in order to attend informal
criticisms, : ;
On the fuestion of who should play

the overviewing role, one must consider
the training and instinct of people in

" different disciplines. While statisticians

and economists are well experienced
in gathering, analysing, tabulating and
explaining data, “they lack one metho-
dology, which is the process of balancing
and cross-checking. and, they lack the
experiential intuition for seeking inde-
pendent sources of verification.

“The accountant on the other hand
sometimes lacks a macro or functional

of commercial, industifal and agri-
cultural matters, and does not lack the
talent and training needed for an inde-
pendent and participatory = evaluation

: role.

On the other hand again none of
these people have a trained understanding
of natural, technological, scientific and
other physical processes. For this under-
‘standing -engineers, chemists, biologists:
and so on are needed. :

On the whole it is difficult to con-
clude which particular-form of verifica-
tion is suitable for a large range of cir:
cumstances, or which groups of people
should be- involved. = There is clearly
8 need for verifying at several stages, This
wauid include:

1. Concaptusl checking

2. Data source checking,

3. Data process checking

4, Document production checking

Subject

Hydroslectric share

- Ol retated to exports
Cost of electricity

. Coal power station
Electricity forecase
Petreleum cost per ton
Vehicl_e populstion
Tea export gquota
Lirea project
‘Muciear power
CTB performance
Man-per-bus

1 l2 B b s b7 |8
}
X
X | x
l X ix{x Ix
X X
X
% | X x| x
x | x
XlK
|
X PX§ x|,
X

perspectwe and tends to look at figures,
or entities as if the figures exist for their
own sakes. However,the accountant has a
broad - knowledge of the whole spetra

29, Sri Lanka Transpert Board: Report on operation and traific,

{iidh.

M Heraty Nov 78 p.

30. Sri Lanks Centrai Transport Board: Appraisal Report JMitcheli Jan 78 p 21

31, 8ri Lenka Central Transport Board:
Agsociies Jen 81 p 2830 and p 53,

Financiai Forecasting and Planniig,

Pak Poy &
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Yet perhaps the, most important
conclusion is that thére ought to be
more awarengss, .af the fallibility of
decisiop-influgneing reports and there-
fore gréater recognition of the need
for verifying them. Oncé - this need
is recognised, the scale, scope and per-
sonnel for the verification could be
easily determined on the basis of com-
mon sense coupled  with. scientific
approach,
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Bosathilitios i Fulad Fisheries for Veveloping the Peasoot Tronwny
of the Dy Zone -Parl L1

Ll ik A lwais

ReFe B5 R areent peed [eoeeneksne muar ol B cmplos e (R TR g 2oMe of S

Lanka. 1 gy tre el fosenie cid wrft the mottiveal fratue af T peaesnts (K rhens
gais ke ptifisstie 00 (R dRy 2ome tanks fur fafaned Talieeied can folp i nefeifeg e oed-
Beths, mainzaies Lol Jo ghvis ar e Jeoik's Goak Sewerch Joierisient e (0 riady sy the
ponsitalinkey af ankenad fEheries.  The fiest pare of thir gaper =4 carmivd A our e of Do

I

: Diarmm 1
I the dry. Zane of Sri Lanke, which

& ers Bpprosimately 58 por cent of the
tieal land arcn of the cownery -and holds
4% per cent af the country’s pusulation,
the paasant cormiminity is charagrerigad
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Sri Lanka, in 1981, the fish productivity
ratio of the seasonal tanks was 500--1,000
ibfacre per annum and it was possible to
further increase the productivity of this sector
to 3,000 Ibfacre per annum with additional
inputs. {11) _Beside these possibilities the fish
production both freshwater and brakish weter
in the whole inland sector was 19,847 * tons
in the year 1980, This kas dramatically in-
creased to 29,000* tons in 1981. Howswver,
this was far below the compuled production
potential of tho yesr 1981, although it wes
a 494 per cent increase over the production
of inland fish in 1980,

The potential production of inland fish
{s therefore undoubtedly very high in the
Dry Zone water bodies and efforts should
be made for the expansion of potential cape-
city.

Marketability and Popularisation

Most of the inland water bodies are far
from the coastal fishing areas, and therefore
thelr produce may have good demand in
the hinterland, Generally, the fish caught
In coastal aress are packed with ice and trans-
ported to the interior of the country which
involves & middleman in the process. This

would nacass»ﬁadd to costs over the dis-

tribution channel and the price of sea fish
at the consumer's end,
it fish is not packed in ice it could get spoiled
within a faw hours and will not be me: ketable,

It appears that neither a high price per
unit nor spoiling of sea fish is avoidable at
the consumer's end. These factors should
result in  further discouraging accessibility
of sea fish to the people living in the interiar
of the country; while encouraging consu-
mears to ghift to the nearsst siternative pro-
duct, Ons consscuence s that [t creates
competition between sea fish and fresh water
fish. The prefersnces of people are based
purely on unit price, quantlty, frashness,
taste and food habits, |f thess praferences
are givan due consideration in promating

nland fisheries & widar market could be

craated for these fish, especially in the areas
sway from the coastal fishing centres.

" One of tha apparent problems regarding
the marketability of inland fish is its taste.
¥ the same methods and style of ccoking
ser fish are used in cooking iniend fish the
fresh watar {ish doas not have a very palatable
tastz, Furithoermars, in the popular onepios
used in Sri Lanka there i no moabinn yel
In these for cooking inland tish; neither has
the media made any aUternpt 1o introduce
recepies using inland fish, These are dis-
sdvantages in the popularization of Inland
fish in Sri Lanka,

Generslly Sri Lankan cooking utilises &
large amount of spices and ingredients to
upgrade the taste and smell of feod, “Embul
Thiyal* with blood Ffish varisties is & very
popular and delicious method of ceoking
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On the other hand-

fish in the southern part of the country and
this can be cited as an example of cooking
speciality, In the same way, in order to
popularize the consumption of inland fish,
the introduction of suitable methods of coo-
king such fish is essential.

Another argument’ against the marketa-
bility of inland fish has been based on the cul-
tural and religious backgrounds of the people,
Sri Lanka has a long-standing cultural heritage
largely based on Buddhism where killing of
Jiving beings for any purpose is not- looked
on with favour. Though there are such pro-

hibitions in Buddhism there ara many Budd-
hists who by nacessity are engaged in fishing
largely in the coastal regions south of Bentota,
and even in the Dry Zone tanks at present

For instance, the majority of the fisher-
men enpgaged in inland fishing in Hambantota
District may be identified as Buddhists; where
at present inland fishing has becorie an active
Industry, The catch is consumed here by tha
people in various forms such as fresh fish,
dried fish, smaoked fish etc.

Historical evidence, for instance ihe
Perimiyankulam inscription of the 2nd cen-
Lury A.D. and the Samanthapasadika of the
ard century A D, shows the involvement of
punphy in inland fishing activities in angiont
times,  According {2 the Samanthapasadika,
written by Ven, Buddhagostha, both inland
fishing as well as fish cuiture in inland waters
ware in existence in the Anuradhapura regime
and was an accepted occupation end this
in turn contributed to relaxation of taboos
on fishing in inland waters at that tims,

Robert Knox in his reference t0 8 mes
dieval period (1681 A.D.} in Sri Lanka’s histary
has also pravided information on inland fishery,
These evidences suggests the presance of fishing
activities without any cultural and religious
obstarglas.

A similar examgia of cultural prejudices
in Sri Lanka may be seen in the case of poultry
around the 1980%. In the 1950% Sri Lanka
imported pouitry products from naighbouring
countries while more intensive lecal poultry

~developmant started in the 1960%. Hera too

thera wers similar cultural a&nd religicus
restrsin€ agalnst the programme. There were
alzo attempis to create a prejudics against the
taste and the nutritional value of the difforant
verigties of cggs.

‘cogt of non mechsnized craft and g

However, in 1980 despite the raligious
and cultural barriers the country was closs
to seifsefficiency in poultry products. Today
no barriers exist and rmodern conditions have
encoursged people to expand poultry farming
rapidly. Many Asian countries with a similar
cultural and religious haritage have already
entared the sra of fish farming in homesteads
and at farm level,

When the above factors ere considered,
to expect that the problems regarding popu-
tarisation of the consumption of inland fish,
may be solved in a matter of &8 fow decades
will not be an unrealistic assumption.

Infrastructural facilities

A seperste Division of Inland Fisheries
was set up in the Fisheries Ministry In 1979
although efforts to develop this sector com-
menced in 1950%. But comparatively little
atterndion was paid to this sector by sither
the private or public sectors until the for-
mation of an Intand Fisheriess L‘l"lv 1979,

Development of inlend  fisheries has
been accorded high priority in the (1977—
1263} Master Plan in view of its vast deve
icpment potential. Prior 1o the present Master
Plan the capital investment allotted to the
development of inland fisheries was below
10 per cent of the totsl investment of the
Ministry. Under the new Master Plan it has
been given a higher position in the total In-
vastment structure of the Ministry, (See table
111

Heving considered the potantlal hervests
of the inland weter bodies the Ministry of
Fisherles started & subsidy scheme to encou-
rage investment in this sector, Furthermors,
facilities for technical assistance and other
infrastructural network also began to ba pro-
vided. Tha first subsidy scheme for the de-
valopmant of inland fisheries was started
in 1980. A subsidy of 35 par cant of the total
r uesd
for fishing in thess Dry Zone wntahgranted
under this scheme. :

The sevan fishing crafts and thelr gour
iscued undar this schemes had not shown &
substantial psrformance in 1980, The quantum
of subsidy was incressed to & B0 per cent of
the total cost of craft and geer in 1981. The
airn of this upward revision In the subsidy
was to intensify inisnd fish production by using
an ingreased number of fishing units In tha
Intand waters. Under the presant schame
Rs.8.44 milllon hes bsen granted for 1&9.2

Table 111 Public Sector Investment in Inland Fisheries

Year 1972 19?319?4 1975 1976 1877 1978 1879 1880 1881 1882

:::ﬂl:\m 13 .13 82 1129 B49 326 382 370 686 21.34 2880
* Planned Source: Ministry of Fisherias

{11) Profeet of the Goverment of S Lanka for the aquaculture development and training

- UNDPpp. 4

® (his ineludes hoth the fresh and brakisi water production of fisi.)
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under the major irrigation reservoir are much
higher than this. Therefare the main source
of income _or the livelihood of the majority
of the people in the Dry Zone is cultivation
of farm crops (mainly paddy) and allied acti-

The dependence on one major farm crop
is a risk. Crop failures due to natural causes
have taken place once in seven years, according
to recent findings on dry zone farming. The
peasants in new sattlements of the Dry Zone

M 4

considered.  Such alternative sources could -
withstand wider variations in_environmentsi
and climatic conditions and therefors come
to the rescue of the ssttlers by supplying
themn food and sn income in difficult times’

Source: Ministry of Fisheries

* Prodyction fluctuations in the months are indicated in the dia

vities in two seasons (e, “Major’’ and “Minor”’
{or Mahz or Yala} according to the availability
of water; Hence, the majority of inhabitants
in the Dry Zone have “two peak working
seasons” in a year. {Diagram 11.). {14}

Two of the problems involved in this
type of aconomy are:
-gli}  Cultivation of one majér farm crop in
4 the Dry Zone has become risky due to
natural causes,
{ii) Depression of human activities in the
farm lands between two cultivation

peaks have resulted in reducing the in-

come of the peasants.

Between those o  labour intensive
peak seasens the pegsants have sufficient time
to be mobilized to develop activities such as
inland fisheries-or related areas
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are given only limited axtents of allotmenis
which cannot be used for extensive dry far-
ming; which contrasts with the position of
land availabie for farming in .the typical tra-
ditional villages. in few of the Dry Zonas
villages land is available in abundance and
this can be used for alternative income gene-
rating purposes; including cultivation of food
crops etc.

However, the average size of the family
for the-Dry Zone as a whole is 5.8 and average
farms are less than 3.7 acres in size, A parti-
cularly noteworthy feature of the occupatio-
nal structure of the Dry Zone is the incidence
pf part time farming. Hence thare is a relativaly
Jarge labour force whose rate of participation
Is low. This situation points te the need to
generate more employment opportunities in
such areas._ (15)

Furthermore, the importance of alterna- _

tive sources of income or food have to be
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Tahle ¥ The Fingerlings Collecied, Produced and Stocked
N:; of Inland 1877 1978 n 1879 1880
fisheries station - : ;
Ce ced Coll d Produced Stocked Colldotad Produced Stocked Collacted Produced Stocked
Folonnaruws - 361,000 Jag2m — 575,400 488410 . 70,000 228,700 543,500 : 2,000 1056850 6B4,194
Ginigathena 25 500 20,000 = 135,554 152917 - 160,000 133,230 42,260 348 185 - 364 386
Nuware Eljya - - - o ] 31,885 - 27 430 - 39,540 10,212 28,110 78,020
:;1"‘:';‘:’:} o 330,000 310,123 = 6368 B8g 942 729 8,500 1,089 500 442 740 3 s 279,100 268012
Rambodegalla — 100,000 40,000 - 260,000 206,500 =3 191.500 146,130 - 180,700 226443
Inginiyagela = - - - 148,130 47 870 - 287 500 257 540 = 663015 327,750
Pangpltiva - A8 00D 28,205 = 48900 30,057 - 71,000 60,020 a0 75450 57 580
Padaviys S 2 = b = i iy 1500 = i 8,150 1,450
Pambala = 2 = = = & = = - 260,350 8,000 - 70,860
Baregala = i B 2 % = & = = 45,500 ‘204,000 127415 .
Mankularm - = h = = - — - - 1,216,500 — 250,500
Muruthuwaia et = = = i = S o = = = 1825
Head Office : = S
Dhstribution Centre 276242 - 278,542 306 854 - 308,238 237222 o 272400 ?48.@5 e ) 518,018
?Ial > 401,793 863,500 1,077,704 B34 664 - -.2“,?91" ,33_2 2533237 675,152 - 2 815 550 2,380,820 2,801 592 2811860 3269914
5 ___souree.- Ministry of Fisheries
Table VI Fresh Water Fish Production in the Dry Zone * — 1981 (Tons)
District Jan, Feb.  March April May June July Aug.  Sept. Oct. Nov, Dec.  Total
Anuradhapura 399, M3 459 486 623 Rf{ - B4D  4B8 . 4B 576 557 623 5816
Polonnaruwa 236 302 304 270 281 323 218 482 476 608 405 461 4,348
- Mullathivu 107 B3 g1 71 71 43 63 I 32 38 67 o8 66 820
: Batticaloa & Ampsrai = 654 568 531 660 717 b32 536 658 807 652 . 694 €82 7491
Kurunegala 18 05 e 11 12 e s 22 11 2% 2% 183
Hambantota 27 a6 67 49 81 Bl 7. 6% 42 i 797 413 774
Ratnapura 1 2_4 17 22 24 : Qg ol B 61 34 34 125 407

gram on page ...

Taking into consideration the above fac:
tors the advantage of inland fishery may be
listed as follows: i :

i Unlike crop production, the fishery

: industry in the Dry Zone tanks may not
be affected seriously during a dry spell
of weather; s

ii.  Pests are very common smong field
- crops, though pests may not be found
0 the same extent in fisheries;

ii. Although inland fishery can- withstand -
the effects of Cyclones or heavy rains,
most of the crops cultivated in the Dry
Zone are less susceptible to these hazards;

iv, Fisheries can provide work for all acﬁire
members of the family and also nutritiqqs
food. (15)
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Tharefore knlard -fisherivg’ can became
@i Atenative prociit 18 cultvetion of farm
GipEs i the "Dry Zana, whicl wreores acdl.
Tlonal dncirme an wefl @ B iMRarEnce agsinse
tha vaoarien OF crop fsllures.  Furthermere,
it olic hslpr to diversify thelr atoneey srd
minlmiza ta risk of capenderce oa coe weajor
farm produg), Srainly paddyl.
A Source of Subsidlary Income

Incoirwe inusqueliti=s throughoot cke vear
GRn e pokel  gmong diffsrent sectians of
PEedant iccisty in the Dry Zone.  ibe ouse
hald ahruel incimy waries from  Hs 3060 -
i Ae7 00—, Canumally farm (qcomez o
minar jfrjuktivn areas ame less than chosz
divdar aEer irfimton.  Arather differenes
I8 hat Ferm incoqree of housshalds aperacing
updler fdnor ifrigation are sabjsct tooa higher
dedrey of Tlustastion. 114F  Fazle finencial
Serutl mry generally wery limiced and o Ieege
part’ of the "Dy Zone  peasant socicty Tee
livedd in = cebt cycle,  In 1950, 8O par cansg
af - agicaltuyral  Tsnifie were in dome. Tha
dwyl panition a1 tha reosl esctor kes Been
incremed Ly 13 per cert curing the year

s 53 Fih e gt m g rmral] Ulil.iﬂlﬂﬂ“ af 1inc

el Ve A b et Thu pussiivn carry ot thalr Tarm ok |
o . ——— e e LT By vainly durire e @@y Lise,  Fishing takai

i epaalt 1 alags dn othie tanks dorirg The elgnos. Fhe

e UL apcuroner ot thesE oo actndtiss at twoo di

e gl g Herert omes can o abo cortribote tovedrds
e~ incrazsing  their output, sings they  coukd
PR Tea— o , utilze both dey and night sltereativaly, - 1o

Bl J1R iy
i " il o R

2 wd gnlon, drylng oarel silee getivicies.

1876, HEI Ta awenoms this rearring deb
SIUARiQN in the muned sSeice paccEssive gouerm
menta hevs tzikenoseecral stemy i the tarn
of aumping in'of institutienal credit, aithough
thin mEy not be the ultimace answer [0 ile
goertlcer al imdubdadness.

The ether Factar 1 B3 Lgkan Into con
sidrratian 15 the time in wtich the pesonts
A= eradit ar tae times in ebigh Bl Beoaris
lebtil @siag oo b comerstindn g, It
lme bwn aomed that poesards Beues by
Irarsectjone,  iralyieg learge sums ol mdieg,
during ths lirgl it of the cLlbreativn easin
ar s i marthe atter s arvesie . Saparally
iy Bl e o their agricultarsd o
el aa well as for consuriplion pdi i,
Thi weakers their Finoncial pogitied s i
v than compelbed to leok T osogros: ol
barroaing cdring the lztier part of thy cul-
tivmlico eapan, (11

Ir ke hzde that the sdortionest ircory Trons
Imlend thkeries coid come b oquel eleed
1o minimizs these seascnet incanm varmElEe
prd  somowhat  relisee thy  ieducaedrss Gl
poasants durins ths such times,

e paak periuds thare i1 8 gnortsee ol ayi-
sulseral labour i the Dey Eeqw farnd laedd,
= grd ta must the deeraed cullivaiors Peua Do hics

Izbodrers from eeiraumding draes, (L gy
*durirg this pmbk fermiine periad (b3t pesiienis
ozannot be fully irdOlexl B Tighiop #clivitisg,
f fdy  pbasmagtione, duving mapy vieiiE 1o
" i uaricus Cry Zane :qucl.lturﬁl arens, nith
n wimer ta ascerkajiing The arosoucks of inlard

PERES pshories, wiers thel pésians wha reskla ciose,

. 40 wigter bodies cften 9o Fishing. Scmae al 1ho
pagaaars weene alm jrnleed Incflsh distribtian
Diurisg

s st do [ty Tenn work during the sy

T e they use dheir i et ragnt for Tishin

| Thia achers whic oigEniza slos and dstribution

Tl i1 cdring the day in thia gerled, This may

b a passibie ansesr 10 aptinize dlitzasior

T 5 AT
St ot rime and remuress of ponsanms during the
AL Iuil nericds, particutarly thoss lwing an farm
— T Il @l the Dy Zore.
Ly il ' P
1981 Fmgll farmer Uralaprsel anusl Wwod.1, Fielg Action Fes Saeall Fanaaes, emall F

ahaimer ord Paamants, 5240 Thaitang 1878; po. 107
Bl Survey of Gredlr and Rurnl Indaiiedness acang Paddy. Farmerg 1976 — Certral 2ank

at Covlan pp, B-31,

1121 Sinfed farming in tae Ory Zosw of 5 Lanks, ARTI—Apdil 1680, pa. 104--107

(el Sesio-Eqnomic Survey of Nirs Drignizton Sehacve i Colar 1BET—33, Facuty

af Agricelture — Leivemsioy of Goplan, 1969,
E

Digitized by Noolaham Foundation.

noolaham.org | aavanaham.org

I AR 1 ]
PHETHR Y ABE AGHRICULTURAL CalEND AR

lawd P @ Brrlng  #ip mm

Bapd Trajumipy & zudrg - VT EH]:

i g = W L2
TR miling W LU_-I_:I_{.
NF  Maim fmiir

TF. Tih Fadip

Arresting Paddy Land Fragmentaticn

Furly settlemcnes af thw Gry Zons arod-
daE = Faidy lzrge size ol land slioctment T
thie presgide awheresn The ey gebtlerents
arevida A arsllar groe. The taem sice ol warly
ar=d nowi asri=etiende rang=d teart 9 10 3 acres
respaerively, 11E] Hessgvze, 11 bl 1 be
reduced, In sesmdhnce with T ircreesing
rmandard racia.

Alzbaugh,  ham  sllolirenks. were - raf
prpooicd oo be dividad ha TARe ppEmiann
and rotadian of taiascs an lanck B ool
nusd o booIn oonrgtEne, Gadwslly Tareun
gass oo cheir lands i ars. 00 o EH R THT]
mambers ot jha Fawmiby, Thi har meeviosd
Irar incaneed lacrdlanseg 5o g Traginen-
wran in ks st gl Lhind  gendraticn.
(RE]] The ‘cedoanigiion . ol sllotmerts  has
AR CRAn it il Thy pecfy weelemens schamus;
whpiz thiy farge % 15, B sl plot e
ST Tk Tartrars 1201

14 the  rear iubare, sshen the childeen
ol ihw sdpanie grew op o thers is BEEly ta OB
weu iy conrpetition Fur farm (snd.. | his sitaa-
Lisiry can Brisg very suon inthe rew spitlemcnc
whar= Ehe s luer li=0 3 gore) plots were gleca
i Farevar:. Thi has further redaced the ratla
al man s fardy el i the peasant sectar
al tha iy Zonn, 0 il crenluexs - the gdeoe-
lapment af - secondary & T, Lmoagh an
arpa ke inland tishering rmay (ues ThS Sirain
an land ard helg to osnersdse che o peadact
DEr perEon 20 SErve 3% 3 asetul rescaren tor
mEant sconomic Sctiviter,

FIONORIC FEY S, FESSARCH 105

Showing Pasgda o Hin ployroeni & widue By npee



&

13“3

is a distinct health hazard,”

CORRECTION JANUARY 1983 ISSUE

In our January 1983 issue, on Festicides, in describing the picture on the cover,
the reference to the manner of spraying was inadvertently left aut in the proces:
of printing. The caption should have read “Pesticides spraying in this manner

Also, the headings to Table 1 on page 4 were interchanged. They should have
read as foliows: Year — No, of patients — No. of deaths.

Post-Harvest Losses and Small Farmer Storage Problems...............

33

Continued from Page 27
It is in pursuance of this approach of
increased attention on the “‘demand”
side that we in the ADA have helped
set up a Market Research Unit. This unit
is expected to develop market researchers
who will ultimately be able fo better
identify consumer needs and priorities,
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The better identification - of consumer
demands should enable transmit app-
ropriate signals of profitable market
opportunities. Economic considerations
on the “real income” side of post-harvest
activities would induce the search for
specific avenues for reducing P.H.LL.
in food.

Advantages of Smallness

Compared to the marine fishing units,

nland fishing units are vary smaill. Generally
the capital to bs raised is low (for the enter-

preneuer) in intand fishing, because of the sm\a!
smallness of craft and gear required and tha

. ECONOMIC REVIEW, FEB/MARCH 1983

high rate of subsidv granted by the Gowvern-
ment on the total investment. Thare is also

no need to have mechanized craft and gear
and no need to use fuel, This helps to keep
the cost of production and market prices
very low which &an encourage consumers
to purchase inland fish over the closest al-
ternative which is sea fish,

Further, an inland fishing unit could
comprise of only a few people; generally
one or two members. Hence, it is easy 1o
make amicable decisions and keep out pro-
blems such as disputes. The smallness can
glso help them to maintain their operational
activities more regularly and confidently.
Thasa very reasons witl enhance the entry of
more small inland fishing units in places where
basic conditions are favourable.

Again, compared to sea fishing the area
of operation in each inland fishing unit is
very small. Therefore, the provision of mar-
keting facilities, of technical and advisory servi-
ces are easy. Furthermore, smallness will be
helpful in keeping them in touch with
administration of credit and subsidies [various
kinds of followup work and control). Hencs,
the advantage of smallness of an inland fishing
unit can be helpful to both the administrators
and the people,

Conclusion

It is clear therefore that the utilization of
the Dry Zone tanks for inland fisheries may
be helpful to generate more full time employ-
ment, as well as improve the rural sconomy,
and help to uplift the nutritional status of
the pessants. On the other hand these ad-
vantages listed above could provide a definite
opening to the authoritiss to get a ‘‘quick
start” on fish farming on 8 more intensive
scale in the agricultural areas.

The development of inland fisheries,
however, are directly connected to the achie-
vermnent of the following goals:

la}  Popularization of inland fish far-
ming and consumption habits,
especially through the mass media
and extension services;

{b)  Encouraging people to enter this

ares by providing financial, tech-

nical and advisory services and;

e} Promoting self participation in the
development of domestic level as
well as ‘national level fisheries.

{19) Some Sociclogical Problems of Colonization on a Pessant Framework, 5. J. Thambiah,
The Ceylon Economist, Vol |V, No.3; 1858 Dec.

(20) Socio-Economic Survey of Elahara Colonization Project; Faculty of Agriculture, Uni-

versity of Ceylon, 1968,
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The Economic Review in its eight years of publication
has produced several issues that are still in high demand,
For the benefit of the several members of the reading
public who have made repeated inquiries, we give
below a list of some of the issues of which few copies

are still available,

YEAR MONTH

1976 September
October

February
April

July
August
September

October

April
May/June
July/August
Sept./Oct.
Nov./Dec,

Jan,/Feb,
March
April/May
Oct./Nov,

December

June/July
August -

COVER STORY
(The Main Feature) .

Women & Development
Health

The Economics of Marriage
The City

The 1977 General Elections
Fisheries

Gems

Transfer of Technology

IMF Changes

Co-operatives

Sri Lanka’s Economy

The World Bank

Accelerated Mahaweli Prog-
ramme

The Economy
Children (IYC)

Rural Credits
Television in Sri Lanka

Rubber

Coconut Industry
Inland Waterways

The contents of Economic Review may be quoted or
reproduced with due acknowledgement.

A Publication of the
People’'s Bank

Research Department.

Printed at International Graphic Magazines Limited,
283, K. Cyril C. Rstsre Mawatha Selombokdtion.
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