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SRI LANKA’S ECONOMY IN CRISIS

.The current crisis in the Sri Lan-
kan economy reached its gravest
point_by the first week of Sep-
tember 1989. Following months of
dislocation of essential services in
the country came a month long
total public  transport strike in
~August, followed by a week long
hold up of economic life from
August to September. -

The extent of today’s dramatic’
crisis is clearly manifest in the vir-
tual collapse, fully or pdrtlal of
many production and serivce sec-
tors. The disruption of economic
activity during the previous twelve
months had contributed to a
weakening of the general economic
environment; while aggravating ris-
ing levels of 1nﬂat10n cost of living,
unemployment and consequently
mainutnhon and overdli poverty.

The economy is reported, according

to preliminary figures, to have
recorded a growth rate close to
zero during the third quarter of
this vear; the first two guarters
being only slightly better.

Many depressing views have been

expressed recently on Sri Lanka’s
- social and political crisis, and how

seriously it affects the economy.

Of significance are the vocal and

helpless cries of the business sector,

_ typical being the following extract

from an address (carried more fully
on pages 10 — 11) by A. S, Chator,
till recently, the Chairman of the
Ceylon Chamber of Commerce:

 “The past twelve months have

surely been the most fraumatic

_period which Sri Lanka has experi-
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.enc_ed_ in this century, The ethnic

troubles of the past six years were

. compounded by political and social

turmoil. Most serious of all, there
was an alarming breakdown of law
and order, and for the first time
in our experience there were pro-
longed periods when the writ of

~ the Government did not seem to

apply even in the city of Colombo.-
I need hardly eldborate on the near
impossibility of  satisfactory
economic development in such con-
ditions. The growth figures from
1987  sounded an unmistakable
warning. The 1987 srowth rate was
1.5 percent, the lowest since 1971.
The 1988 figure was 2.7 percent.
One shudders to even hazard a
guess: at the 1989 figure,”

This quote, from the paper in
this issue on pages 7-9, by Professor
of Economics of Sri Jayawardenap-
ura University Dr S. Tilakaratne

~adds a further perspective to the

1mpdct of the dislocations: “The
crisis that Sri Lanka is passing
through is one of the most complex

. in its recent history, both politically

and economically. The country’s
economic problems have grown to
serious proportions. The rate of

~increase in the country’s overall
_ production (Gross Domestic Pro-

duct) had sharply deteriorated to
an average of a mere two percent
during 1987-88, the lowest level
recorded in the past 15 years. The
economic performance in 1989 is
unlikely to do any better; probably
it could deteriorate further in the
wake of the political turbulences
and uncertainities. Three successive
years of virtual economic stagnation -
has no parallel in the post-indepen-

- dence history of the country. The

economic crisis has manifested in

many forms such as growing
mMacro-economic imbalances,
increasing  unemployment and

under-employment and worsening
poverty.”

Business Sector

Opinions on why the business:
sector finds it extremely difficult
to operate in this climate were
expressed to the ‘Economic
Review’ by Ajit Jayaratne the



Deputy Chairman of the Colombo
Securities Exchange and also the
‘new Chairman of the Ceylon
. Chamber of Commerce in the fol-
lowing informed comment:

“The business sector in the coun-
try today, both public and private,
is operating under extremely dif-
ficult and trying conditions. The
essential pre-requisites for a condu-
cive business environment are law

and order and political stability.

- Without these basic factors the bus-
iness community cannot indulge in
any forward planning and without
forward planning it is obvious that

there could be no development.

There has been a total breakdown
of law and order and an apparent
absence of political stability in the
country now for a long period and
under these circumstances no for-

ward planning has been possible.

In fact most business establishments

in the recent past have put their

existing forward plans into
abeyance, at least for the time
being, and spend most of their

time in merely ensuring day to day .

operations. Some of the factors
that have led to this situation are
sudden work stoppages, absence of
public ftransport for carriage of
goods and people, early closure of
government offices and slow cargo
handling at the Port. Needless, to
say, under these conditions, pro-
ductivity is seriously affected result-
ing in loss of exports, increase in
unemployment, further inflation
due to decrease in production and
loss of tax revenue to government.
In the meantime under these con-
ditions prospective foreign investors
naturally are having second
thoughts and are awaiting more
stable conditions before they make
any significant investment.

In addition to the problems men-
tioned above, certain fiscal disad-
vantages have also arisen recently
so far as the business community
is concerned. Perhaps with a view
to curbing inflation and a drain on
foreign exchange resources, the
Central Bank has insisted on a 100

percent cash margin on most
imports. Overdraft facilities have
A

at a previous date. Also,

also been restricted, except in cer-
tain key areas, to what they were
: there
were reports ‘that banks abroad
were not happy in confirming L/C’s
opened in Sri Lanka. In addition,
the high rates of interest offered

by banks and government securities
- are also driving investment funds
away from development oriented

ventures into the safety;of fixed
interest bearing deposity’ and sec-

~ urities.

All these factors are being sig-
nificantly shown up by the drop in
activity in the Colombo sha. - mar-
ket and the poor response by the
public to new share issues.

Growth Rate

The Governor of the Central
Bank has expressed the view, in a
foreign news despatch, that the
GNP would rise by about 3.5 per-

~ cent this year from the 2.7 percent

growth in 1988; although others
reflecting the_mood of the times
expect growth to be below 2 per-
cent. The growth rate in 1987 was
1.5 percent; which means that even
with the Central Bank’s optimistic
estimate of 3.5 percent for this:

year, the average growth rate for’

the three years 1987-1989 would

be at a low of 2.5 percent as
compared with an average growth

~ rate of about 6.6 percent over the

three  years . 1978-1980. The
“growth” momentum gained with
the introduction of the Open
Economy could not be maintained
in the 1980’s and the crisis of recent

_ years contributed towards bringing

down the ecohomy to unprece-
dently low levels of growth,

_ Plantation Agriculture

~ The commanding heights of the
economy appeared to be in disar-
ray. For instance, the agricultural
sector which accounts for approxi-
mately 25 percent of the GNP
recorded a drop in production at
all levels, in both the plantation
and domestic agricultural - sub-sec-
tors. In the plantation sub-sector
tea production was heading for one
of the lowest levels of annual pro-
duction on record and was expected
to be over 30 mn kgs below the
222 mn kgs produced in 1988. Tea
exports were also falling far behind

and in value terms were expected

to be at least Rs. 1 bn below the
Rs 12.3 bn earned in 1988.

Making the situation more critical -

-was the fact that the two State

Corporations which account for
nearly two-thirds the country’s tea
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productiod aod ape-rhird of ol
rubber produclion iy face scvieee
crisls comditions, A 16 meanher Affi-
cinl core winmitiec which recently
repurhkd an this - crisis indicated
thiar! 1lve b leading estare ageneics,
the 3tate Plantations Corparations
(9P amd  the Jooatha Betare
Bevelogmiel Baznd (JEDBH ) wure
Mhepwding for . sirical hank ooy,
Lk 1The SFC suud JTETIR saerc i

esperute -Limarial sIeits last year
itz Tecuedicil R RTL |EL TR, L

AN millinn cach: Theao ossek aod
ather: expenditurc . wers finanoed
with boreowings from 2 lcading
atate bank, the Bank of Cevlin,
awhich has - given overdrafts ol Bs
IR million to the JEDN and By
A millips oo the PO and the
pition deteriorated turther in the
first fonr months of this wear with
the ovendraft lmity Tisme o B
SR ity ool Be S50 maillagas,
pespetive ]y’

The  disruptions [ cToppig,
Eracsporl Ul mamulicteeed s, des
gitlés sl eaplrts {oom poits hawe
it silied o recent months. Alao
i i inevitahle that with the averags
cost of Tos production being pushed
to Tevels much higher tham the nert
salce avcrage abtaincd for tow that
15 snld, largs trading losscs. wdll
result and the Tiguidity pesitinn of

the two estate agencies 5 heund
U wotacn. Furchermuoe, e bor
riveige fenm the Bank of Oevlom

. have exceededBy 1,000 millicn and

it is toarcd by some pbservers that
thiz debi could begome iffcoowera-
ble, vherehy jeipardising this banks
own Hnuncial stabiliry. Fxoracts of
tho core provps. Tepnit; - published
dm the “Supday Times'. supparl
this vica,

Tropmesile Agriculore

Aaiather arca of voncend wrag
that of the domestic agricittaral
sevror, Paddy prsdustion Tor fhe
enrrent yedr i reporled o have
rotallad #F min bushels, the Towest
recorded inthe past 12 wears: Tn
Ved paddy prostuction reached a
record of 127 mo bushels, Dur with
the ethnic wolcies e e Sonthicen
amd - Lastern pevsances caltivation
was affooted and production con-
limyed o decling. Sioee then the
dislyrhirices have sproad too all
padsly  prowing pravineos ine the
conntry and this vear's” estimabed
priaduction of M omn bushels s
it thian evcn fhac of 149TE which
viclded 101 mo bushels, when the
new  agmiculbureal alive Bepan 1o
“takic-nft™ . Apurt. from e wivil
unrcatsboth drought wosd Oeogds have

contributed  towards’ the adrop an

production and 1w (he ]l}'.'r-&r
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acrinrts under coltivation . This Lull
in paddy productiva ey alse néces-
gituted  hipher ©mee and  flowr
Imporls.

Lo gerboss the Situatinn 13 may
he ohsersed from fhe fact that in
1984 Bri Loonka was only & perecnt
b wellsplliziency iy paddy pro-
duction, but i 1989 dhe sountry
i expected ©o e aboat A5 pereent
shungr of aclf sufficioncy. according
o w TDmi Theews” Tepmh guasing
i Mimisiry of Apmiculinre aod Food
chcumient.

Ohbier domesie: foad erops have
siibucly been alffected, Thic i fre-
guent lension paevnling io the
damiculiural prodeiEog aess aid
I,:lrl-:,:l.-!rl.'iirlil.!.- af pur-::hnw {roem Jarar
dicers the aglpot of craps such s
potatacs, anians, chillics and vegp-
otahles. d5 0 reportcd’ e have
decreased in samc cascs upta nearly
) perecnt.

Comsomer Prices

There wers three bide Factors
precipit:ding the upward push in
prices, Firstly, ollicgal sgmesment
o =g I conndifioos 1hag suls
sidies on essemlinl consumesr Hems
such as [owr, Bread,  sumar ondd
milk be Lifled mnoopdertp keep the
Cloveroment's Budeel delicil within
gumLriel,

Cheer 1he past theee moniths hasic
foed items have cxpeticaccd moarc
flian orc price incréase. The price
of & kg of flour has heen inercased
by meacly s TS0 cver this perind,
welule bread has inercascd by 35
iR por kg loat; and supsr  has
imcrcated toom arcund: Bs 16 par
kg wi F& 25/- perka. andis expected
t move up fomher. Milk Fueods
huve experisnoed s 25 perctnt price
InCTHEse 0 recent months, Lhe see-
ond fucter 1% the bresk down in
prisfuckion and transpurt of miost
prricultural crops which bas also
copiributed ko the nise o consumer
prives ul muny of (hese ilems:

The manth Tong tranaport Aimkes
in August and the subscquent total
week long strike upto Scptember
| perabysed fransport, bank and



paarl servsces The therd facoor is 4
rupid  deprectilon af 1he Rapee
apimst nsst oiher cerrengies which
tuie slsir pushed wp doeal pirices nf
all fmmspariedsieng, oo Fappe part
e fhe conntre's flouy and Ssugar
rELuicenenls - are im]_‘if:-l‘tl:ﬂ..

The has alser hech prossurs oo
fuel prives- and shartages of pot-
rofeam due e dismptions. i
supplies. As o Cenmsenicnec the
prices 4L oiuy  essential | oom-
modities by ancrgased - sienific-
andly “aad Al makoricy - of waders
wha  bBelong e thes large  uoed
redipin geale. catzatics sullered
lieawy reductions in cheir oo,

Government Ruodget

‘The DGovernmant Budgel, par-
tiomlirly iR TCVCAUC . MEUEUCES P
i jecpardy 88 & Tesalt ol b reaulEe
digeuptions . in normal  hesincas
aetivity. | The  monupaly  cigarctic
manufacturer, whwh provides over
Rz Ik mntef revenoe, per day o
the prvemment budgel (estinaied
Tohacoo Tax in 1949 Re 4802 mn, )
has cxpetienoes] reaplie work stop-
ages, | Busioess  Turpaver: Toes
capecte] Irorrcanost fradors, sl
medium  Cand  larpc omiy ook
matcTialize as bosess gots Thore
comatricted anl The entire truding
neptor s centied 1o experivoee
difficuitizz.

T toued wrews of che Crowcmeg
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expected e coagiderable. For
inseane - Jax aimresdy wasaffored,
terholders b Tdack momy, who
mads olficial decleratinmg, and chis
wrmesly was expected to contritats
e A00- millicey in movenue tof this
Ciowerrppent . baideet. - Upta - Sep-
tember - T98%Y faftcr T months) 1l

weas reportcd that less thun Fe 17
il has enme in. Such shorf Lol

i revanne are unfortunate woothe
crniext nf ehe conditiony buid town
T e TWF fon the release af o
turther WS % BY o srfdeoadral
adjustrment faciliy which neqoiccd
comtaining, ., ol expendifirs and
realising of mevenues edpicted. in
the movernmenl buthgel. The TAdF
required that Ihe budeet defisn be
contaioed o (012 percent of CiOFE
als alasinsl o e 10 porecot of. thio
Coveroment cstimatcs I W58 1o
w1 Lapka's opnzrall hoadaer -defieit
s 16 pereentcwhich was the
seapd Hoghest amang the 5 ALFE
Aaia  memher  oolnimics, - sewonsd
ol tor Lias:

Togethes wilh :||n~: '|'||.|-:']E:|.'t:ﬂr_l.-' puil-
ioy the L8IF. Iwad alen required a
showina-ibown of manctary cxpans
givn IMIT o 15 pereeat thiz year
thouh 3t wis rinning at weer U
percent, Byl acenrding to ALY
chistislnz] S Tanka™ Money Supply
(BT wis 29 perecor ind 95 which
wets el tlie Tighest for 19 Asian
rocziber wowrnbrics, with apgin (e
eaveplivg of Faos: The inalility 1o
vam L U laE chic sappdy ey aleo
MianiEcRn i the rute O agllatinn
which wis eloser to an ol rile
ipl-nearty b percsnn, Inleresl rides
have “hoon o, with “Teeasuiy
[viis of anc year nsabeety offering
aorarc of JU percent, ecfloeting the
attermnpts acd bl rooictary policy.

Porepty Aflevisbn

The Goverpment was commilizd
i it Panderny Allevaiion Progrum
o pysstime . pearhd 015 million
famibics (upprox & millivn: peophe)

owith a mecdhdy allcwionce of B

2oy pernonthe T Sogrm
weaty Lo Ew e ceer the noxt oo
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i il L!;jl_ll-__l;u;"L i_1r|-.~1r|'|1:-d in Barch
this yuar Anc il swnenl B
Tilticeny s siotod - fae rhig parpags
in - the curment hugdecs, - According

o, published repurts the prugrum

“eoalld ot ot off thie aanmd, cdoe

to fay a-lack wl [undss (v the
domnand from. Uwese eniploped ia
tho lower cwage o croups - for A
muinimam wape - ol SRR 2 S0- E
mionth; Te) adiminiserative anpre-
parsdness, dwd [dY the vory inscoore
Lipe st ordler situaicon in the goun-
iy which poecd a threat to tield
perziandiel enlvcd-in this progrum.
There arc aevcral ather factors thal
have causcd a statling of 1his prog
rarnme, while the forsdmm anl aren
cica . abe  more  interested o the
investment component ol the peoee-
FATME.

ITowewer, the eoncludinge pact-of
lhe [irz] phase of the programme
s Lhe disiplmcionr  of  primted
Jatiapeare v Fntitloments to akl foowd
slivmp reociving familics threngiund

“the astaind, an June 29 this vear.

A fotal of 2.3 milhon Lo dernene
Cordficatos woere distribledd inal
districts of - the - fslaod.

Acpording- oo mote: [oom . the
Tanagaviva Commission U The Tist
peaiiid was  dug oo starl o Juiw
Pehiek . Bl bl oo doe -4 civil
and cEwoponne st Wow. it s
reacheduled” o stait i Seprember -
i "LUhiz phisse. will oo cill the
FOET-Crd. L wall e e inwakeallc
pitert and Joarmmg e, Thase 111
will bogin to Famiary 1500 arch-the
gecomod pownsd ot Tanasaviyy dis-
griburiom,  The  largest possible
aurnber ik ho coversd in 19K
depending mn the sohnal tirst hamd
expericitce. OF the fitet Toumd . Hee
dviilabahiy of Budectsary tesouiocs
and Lhe mopest o inflagen:©

Ty Tretabsar chiz voar, of the 1.3
meillicn: . Famifics - chpible - for
Janpzaviva assiscancc, -only” abrair
12 porcent ars due oo b tho firse
reccipicnts. of - the - consumpricn
companene of chis Program, 1t will
arat a little ovar Bs 3 billion. of
the Re [0 billicen wood nothe
Fudgor this wear: oo smar off . the
FEE 700 sglocred - famnilics. gnthe
Jdanasavivea over & 12 month period,
Thi firsy cound will imchude = xacrly

~ 1AL 740 Lirnilies i 2 A C A Tiivi-

sjoms ine 25 Dretricls, Fhe distriby
Lisan ol sl will be sz o
b 3 Bull Purpose Co-mperarie
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Srovrgs b thess areas The balanes
B8 pereenl of che faiilics  are
expecied tu belodwered Siover 10
o ponamidi.

Cined the eloven roands are com-
preted, the . Fanpsorv Prugmamme
wonl carhrace-all (e Al -
sionggn Al 25 Asteiis o e sk,
At the cnd of the 21 mooths e
CRERITpon.  cumponent of Hs
| ASE per- Yamily per omoenlh s
cxpooted oy ooae when the aovesl
ront compsaant ol By 23,000 wil
be madz  sveiable  (r Genkrae
ernpleyent, W her b last remnd
ins fhe Froomapr Doadoe tecond,
fesdn, f il eyt
Furvipn Besgrves

b the arveq of internationyl puss
mchits, pevate remittanaes from the
fliddlc Fast sod othor countrics
emplivine . bn o Lankums o il
declioesl frvm 51 270 mallon-in
[0 4 SLER 204 - mellon 1o 7H8E,
Exports too huve comlinged 10 T
tai behind impors umd 1 Che sl
4 maonths: of this vesr the deliol
el Lanka’s merchundise Balimew
ol rrde - wies Be B Ballioes a5
uguiﬁljl_ e &5 billaon o’ 1he dsame
prerird e ym i he 1959 peviod
whitc gnpnrt Sernings wors s 4.9
Iithion 1he #aloe of tnip<res reachod
Tea 25.5 hillioin,

The Carrent Aceopars Deficic ot
fhe: Balance of Fayments was wide-
g and G appearcd that the oo
elment wroeld find it increagingly
difficult ter finunce much nesded
imports: of rice, thec, goear, Lock
and coment anless agresment e
reached with the IME tor balunse
of payments suppott.

Pureign cxchangn rescrves wens
ovee and T corne, e frioan sal-
Ficient for fercce 30102 Soiths of
inpners oo suificiznt for faceording
oo Poportsl o maeh lesscr tfigare.
With ‘thiz  deplotion - ot torcian
“exchange resorves foreicn  bunks
had alico become reluctunt fo pro-
vide ' nocded puscantees on orcdic
timey tor 5o Lankea. le bad at times
bBocomy pecessery o Gnence essen-
tial dmports oon ball-day letters ul
crehl ) while o Bew supphicrs were
demunsting thet ollshore Tereien
bunks independently conlivm thal
pirmenls will be mude Meanwhile,
impurters-wl ‘oon-esential’ goods

EEOMOMIC-REVIET, J'LFLYI'AUG'L';E Lk

brstres Trziee i|.~.lu.:|| 11 ]_1|_|I AHLERE! l'LI{I
peruent sl |n.:||;:lj|:|_. Chig i|':||.:|[_:-|-.1

Laftan 7ol Thsse proskings i a1
could - compell the soveromenl b
pome o lerms wilh the DAL Rl
af the IME & condiniens o boing
cumphel with sinee the conscgu-
enies ol hadine 1 oehiain Semmer-
cithvred il = 10 nuncs imipor s would
mLEen i toers painel meaand 9f shok-

birges il higher dnflution.

Crher aspeots alidiplight sl
tive tolarger porapccliycs of Sthc
e Bankan ceanamy ane snmnied
up by the ALDE inochis coneluding
cummmenl  unc the coconamy, in: s

Teoeml annual report:

“En Danbarcoprvenily faces, very
diflivull eousiomnie siuatiog Lhe

CL TR -0 LTI roops A iy

BTN

bzlor . cxpociations”

Trospeects

Ervorall prospecty of the economy
forr 1989 @rocone of oloon and all
torooasts dndicate that 3f political,
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gicasth arg o5 high
dehr-sd1vies ratio '|'|::_2|1'|'| :.|.|||.1lr|1|||'|_:.'-
AL, large inteicst pavmcals on
procerminene debt, adlares cusrait
aceratnt doficie a2nd low domcstic
svings. The dnfloa of cxtermal
assistancs, which was & voeryihizh
l2vels during the dast decacdsd. is
iioc Jikelr toinarcass further. In
sddition, - the - prodectiaty of - tha
Malshls & inyEstment prosrim under-
taken in tho past Ches fellen o for

and sncial conditions continwe: to
restiolds o isindled as ®t prcsenc
thee - epomomy’  would  detcriorae
[yuther, Taoall awgjor scctars there
werts mpns 0l dongard trewl, As
moled 4t the onise| prospests for
wgriaulture are unierinnk Al over-
all groath rute of 271 peicear whs
e o R o T o 8
bt the same Level af porformance
vunld not be expesyed chis year,

Erdosiry ad el L'."El‘:g,"lrlﬁ'.

et bizdae by vapadla prosarg produst
ErdmpE such q@s garmenes dnd new
lines sachoas jewclory. and “acans
tespeviutly Cdimmnnds); oare onot
expeciel] (ooachices their originil
Luciets, Dl ey sectors aftocted
ares Wimng. Sdlonatruction. and
Bzandmic and Seeinl Chacrhoads.
Crine bE manufactiee. InT instainee
hadd coinc to a srandaciél at che tao
i Factorics for soinc wocks and
hadh - the minine and - eonseruction
recmars which nonmally maks a sub-
stantidl contribution: o the GMEP
s empected to totnoim B pour
(e i 0 e B

L nder Econcmic {rnerhcads e
spb-iector saeh #5 hanking and
Lmandal serdices, iafcrnal  trasde,
tounsm, roads and transpoit, eon-
municafions and other infeasrroe-
Lure fucilities.

The Sogal vechesds  poven
apbeccorore such’ gy e b
healthy and  bBoosing bul svdry e
of the Econumms wnd Suinl Checes
heads  have  fell ihe dasaging
impact ol the soal dnd prlicical
uphezvels over Ty uighf fiths
of ‘this venr

Thic nnrest Tras heen at ity highest
i Ang-sepf. and i orevenl weeks
chi racpers ol Al povernmiend
activitics: have Tuied ool o b
coconoimic fadministraiee  gel
guch as (Fowcronmad s lations,
tea factorics and arhee polihie Tkl
ings and propa iy,

The Crisis ducing the business
geepar is but w- reflection il ibe
CECTIOMIC Crigls . L e eponamic $Tise
iz but an epiphenomesans. in The
brezsikilow of  the  faliric: of the
LT T R SWRTEN that we ara
syrbisesailng today wich the legitimasy
of the very sncial order heing ques-
ticnedl :



Some Factors in the Current

Economic Crisis
& Tiakupraine

Profussor of Feonomics, Debesssite of Bri Eovaweedeaibio

The rrises that S0 Lantkais pus
gsing throush is one ol the most
cronplex i s Tocent bostnre both
prelicicalfy and coomomiily . Lhe
anuntry’s eoonomic prshicing bave
GEOTTL b worion: proqnrtiong, Lhe
rate sl CinercaEse i he  counkovs
overpll production [Genss Domes|i:
Froductiosy had whaeply detedor:
arcd o dvcrure Bl o more e
percenl during 19871 RE the lowes
ewel pevnirdod in Lhe past 13 v,
The eeonontic perlormance in 1969
fx anlikealy to do-any hotters. prab-
alily: i could dercrinrate furiheein
the waks of the gnlitical turhulenes
urp) nngcTeainities. Throo sy egsne
Y14 OF Virtal evinanic slignation
hivs nov parulled o e poit-mdspon-
e hisrors of the country. The
penneImic Crists has manilesled in
torms  such s

AREERIES J__I,I-.'l“p".'i.ng
PRS- L irnbalapcoy,
inorcusing - wncnipluyiment  and

prder-empluyinent and  widsciinge
powverty. 1L is#the pour and the
wirlnerable whns tond to sulfe Finest,
ginpe they Bave the leust poonomic
fat’ ‘1o mbsnily the bluws sich i
froquent Do PRy i Connnmiv
aetivily, meduccd emplivgiitent woe
i prices ot comsiinst eoods.
Matural Fadjurs

DIndoubtedie,  maoaral - factars

cvnmd the vountre's control, Jrve
azgravated the wniaciing SCUTITH
preehlems ol the countmy. Adyeisc
weurher i mads g substmtl dent
an the wgriewltural prodution 1evc
for three successive veiurs. Ruhbar
produglion  recondeil o siocable
decline dwcing I9TEEC Cnolhinat
productyiy in 1UEE Lo oy inwast
Jovel in the decude. Uhe prolonged
drovehl in major . pidhdy prowing
areas has camsed ek b the
Muho, oo ol 15589 leading to
g hicher imporl level of des this
vewpr iy welloas eolueieed  goe-
e bl cupandiufe o peoads
izl e the  drodght-affocred
peprLladicn,

Acoording [ MewsSpApCcT TepuTis,
whowit gighr fakhe of poople buave
Pz atfocted by the drought par-
ticilarly, in. the Morth Cenlrdl,
Meifh-"Western amd Souchern pro-
vinges, The severe Fonds wod Lnd-
slicles i Jume this vear have atbeclel
an catimated o Telf of people
i the Western And Sabarsrumeies
pemringes: cusedl damage o coups
aid houschold  aescts (iveluding
destrisction L vaer- (30600 Houses)
and reselllement ol seeerl
chowsuncls dizleeatd by the duosd-
slighes: e victims ol svh matral
diszigters owst ndoubbedly Te the
poor dwlis las in deeoghl prans
amil [lgenl-alfecec ursisT weha have
the leagi eonnomic  reweryas 0

absurhy thes shecles: Such wabacal
tuciors aee howover shori-teco
chamgler. Remarn of mowd weathar
[y foear reenwery ot agriculiozak
outpul - Rohahilitziton wod peom-
sirpidion oould tuke core ol the
ditige caused too physicnl asacts.
uticical Facoors

A more tupnftant canse ol thc
aountry’s eornmic ofisis bas hoen
the sthmic confiice dsime ahout
LUy ank the widespreud politizal
purhilen: and vinleooe of the past
twi veacs finllowing e Tado-bn
Tanky Aod]l The el o lerimns
nf homan begs st is inculouliible.
Among the eronomic costy as the
divorsion of 5 sihspantivl ool
of Fincil pesayices: fnr sscumly par-
noacs  preompting iovesiible
resourees [of wolfate and dewelop-
ment. Locpen e on mudniie kg,
public mder, safety und delence
which Tiad ahsorbod oo e than
abaul- e e cent ol (b Garngs
Promestic Praduct bistorically sha
up to grrmend Jive pevcose by 1987
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and dofenoe-rlated  imports
reached ahenat CTIEER T millian,
egpirvalent w0 Brel e sl ont the
|.:||||.||1|_'.-'ﬁ Emp-nrl Till.

Thealloedticay for doetonec Sxpon-
diture i che 1Y8Y- budeetary osti-
matcs s nesrly Bue KD millivn,
a lewel wery much higher than the
allncatinn for gichcr dducation or
heslth, & drop:in aericuloral and
fisherics producrion In' the Morth
and BEast,  declingin toonsm, s
rmuptions oo frads and commerie,

eheslro i il L.-"IJ'III...I_ s el
the srmaan,al the ||1u-"s|.-r|-r"|][ i
priate e fEmiong (e e Bipar
HRCRB | t:|.:-:'|r|-:|:r|i|.: |.‘:|||:~:|;:|_J1||_'r||.:|_-:n {lf l]l.l.:
cilnine anil lu.:-li1i;:ﬁ| _L";'lrll’lil.:ls. Tl
L?-".u.".'l:’l“: Pl g Ak cloneers i
cooipamic growth. The loss o the
= coonenmy. calizad e e cthmic con-
it as lroah ssfimaned at /L S0e1a
aiflion A ba the Warld Bank} upro
“Aupusr IRET o thiz figure: imust
boadded the ceononma desses that
ti: countiy aaffored encaccmant af
widcspread viokones and political
- imgraniliny of the -past por woars for
which nos pslimibes urs avaitzbic,
“Lhe transporl sinkein. June this
wisdToded Lo peneral disruption: of
BECTOMLG T activits For mane than
une maoath: - Some of the autpot
s Chuphs o elosurs of achnals
urd . uppvEranss  oand loss nf
work-ditys 10 poveromeont dopart-
mienls and  minisieres) - skl ot
%ﬂ revoriediin Che Grosys Dommoytic
voducting asdhe mitpok Bl -
SrTicaral et B wnloed oo e
T ol sl vricceirTed E{e.g_ saﬂ',‘ri,:_',b
paidl irrespective. of whetha thi
semAncs were aenidlly  gsclocted
o debvered. On the other o,
icresel expEnditiTes on dekene
gt awdded po b GLE althouch
ghe des bor womteln e oy lhing (s
the produciion  process {eiviliuvo
s

Hirpctoral
Fonmomy

Weaknesses of e

The: " ahese ncntionesd] © fgulors
cmamely the adverse weather, <ol
th ethiy - and  polivies]  conllices
awplain paly Csame Cpars ol The
preseess fliil wreéatcd Cthe currant
oeonomic crisi, The ranks o the

eridis o mush deepers thal s the
gtraceursl  oweibnesess o oof e
CLONGMY. A oTI8ls Wiy Mok, ar
Ioss inewitable moothes wene . the
copnomy cevolved. o The sk
e
Liidures tor aslopt gl mefninrgs oo
currenl il aiise

lhe mamio sourie oaf - connnimis
aroeth 1o Lhe push decide was see-
wees Tather (hin conmindicy: pio-
duciion (thul dsaudusieial o el
turstl produciivoyk.  The . grosth of
{he servies sectnr has apenunted
Tz mure than 6l pericont of the
weerull growtl e dnmestic produe-
o [ Gpass  Drormestic Produet)
Lidlities, lungporf, frade snd ooim:
mere. pubfiadiiinistearinn and
delemoe werg dlicnig the--Fastest
Tt Caphivilies S gnder e
lireculised eomnic fegime. Whila
ke sorvices have SAccrmted  fou

o L 30 peecent of tha: GRE,

e shaee ol industey has sragnarcd
at g Ao per cohtonf the
G iwemnghon T the doeade” This
sItUALic & inCER R oo st wich
Ay ethct dovchoping: connirics
- siparable srage ot dovelaps
el whiere the share. af indistcy
i GE gudends 0 por cone. Tnapite
of o deeade ot liboral: palicics. 5
Tianka’s: acdstrics: e playod &
chsippoantingly. modesre  eole in
mefiranng Erosweh cand simplon-

finent &ri Lanka hins tailed to makc

the: tramaition from L prinadry-prn-
duging and mercuntile-hiascd
COrnEWY fo AT STy with A
suhgtantial d..,n:rcc of industridlizas
firde  Campin ohis failure oo fosore-
ture the ecoiiamy. 4 wiablc hass
has - nof cherged - for & sasfaincd

cgreeAly prneces Cand cmploymcie

CEPRIEHTE.

Watnre of Tudnsivial Growih

Yirtuully the ool mdustoul pro-
vk ciberory - which shiowei] o sus-
Ladne) prowth e purments; bl
Lhis tondusley 1 chemmclseisecd by ()
reliiively buw dommestis vidme- s ed
e than 30 per et of The export
witbupe ) bt beeidily Jepss nden] un
i:l"l'l!_'lll el irll'u.ll'a A [h_:l I lips
kapes with fhevest ofthe econumy;
the . lozd exils oy fociorug
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tem  yeaims ) cond Spiven i

imdustey laving failod hevelop
LiEe iy ta supply the mutemials
peeded by the gdrments industry.
Morgivedl, the continuing growth
al the garmcne indusicy s selt
Impered: by o the: amparl ghoras
inpesed By the devsicpoed coun-
fiies

The “disdppoiniing  perfarmancs
nf: the CPabbe o Manifacturing
Faprerpriscy  (PMEsY. bas heon
annther impart:ml <mese of low
industrial roowih i the  zountcy.
The PRI which muonlsar, shoot 40K
and Bocvudl for closs 1o balf ol
the manulaclormg . ootpet - R
reeorded an avelaps  grneith. Tate
of aaly aboul e po cont per
voar oot the past decide. Employ-
nicht haz aleo muorsastsT ol mar-
ginaliy.

Sri Lanky [litlecl o ewilic a1
clear-cut  mousiral  pobicg. and
stratery, 10 wis onlycia 1987 frhat
in. t2n yours aller the lberalisaton)
that an Inulwsipinl Takicy Statzmont
was isned: bul hep il was ton
late, for. pulitical iostabiliey Wad
Ted to o detemosic of The insest-
ment chimate,

Eis - in Unemplovenesil

A inypoatan, manifestarees of e
poio pecformanes of iodustre hos
Pz thie Taihiee 0 aciest thie growtly
of ydenplasment, furlicialicly over
thie L e VCEATA (1 st Trdustmsd
erowtic has “failed ta - providesa
d¥iamic snirec OF cmployinent gen-
cragion. Tn-TRER, aisby b 13- pier
coit onf e emphvved papelatioen
ol Al Goakntey s eimaged = sume
Fien b ndustvd goliviiy. OGS
cabiinares  dmdicite . o lewel ol
unemlﬂn:,-lwm al vwer 1 el
teat iz 1620 per cent ol the Lilwsup
frroe, Most of the unemploved are’
g bhowithy il least  middleschionl
ecducaticn, and heove Teceptive to
[Caimag and - adaptable by modern
eTilerprise  environment.. | The
i loms - 2l ‘most unemployed
yougthy e plsa Tor industrial, tech-
migcal and: professional cmplasmeit
af some trpe. Tt s the srowth of
indnstry that can rerae a8 40 impn -
tant means of ‘meeng aich aspira-
TirkER.



Om L ochie v ko, the pascrn-
et hase over th FeArE At

tod toocdesl wikt the prablem. of

unemplevment e cxpanding the
werienteral fronticr swch caiphusis
v’ irmamides] . paddy Cagricultore.
Heavy smphisis wis placcd on cap-
ital intemsive nngafinn and sottle-
menl projects. The  Accelerated
Muhgwell Dovelnpinic it Frojoet wis
the [ead projgect of The poecmmcit

aver Lhe paal cdicasdc. Whatover ils

athir benefits, the new cmplovment
repentien that came out- of this
Projei] tormparcs very untavontibly
with (he masgive investment ik
weis mguered. Woo doubt the oo
struckion hase of this propscd [
thie foie Ts and carly BUs) creaied
i larae wolime nf cmplovment; but
these were Lemporary jobs tha
phisec] ot with the end ol the
vemstiiction hoont, The perroamene
erplovinent that rexulied fiom the
Mvcelerarcd Mahaowell Projecr has
beey wstimated (hy the Wil
Bank! tn be nu maore Than aboot
S3,000° he TURT compared with an
mreslineat: expenditure of  alwout
B, U000 mithon© Thes now
crplorrmenl il conine B ety e
wrmd s eich new b 2ncaifing oot
capalal investmant of aboul g
fadchy ol ropeos. WnToOver. nEw
cmplavinenl created represenls lew
thun e o cencof the eelimaied
unemipinged  population. of  the
coenlry, Henco, Maheneeh was s
coedly excroiRe in e of ableviat-
wg e uncmplovmenl praldees.

Agrart Trown the heavy capilal
crgis, the sEneity of land oesouros
places a hadp limiton the poysdbils
emplrrment xpansion throwgh irm-
writion, Tand dewelopment  wod-set-
Mt projects. Imothis genfed,
phiemptoviment cun be expecied 10
rise furthor in fotore vewcs imlass
induscry couldel emerpes s the bead
scotnr: providine - 1he -poccssary
dynantisar o ihe scenomy.,

Foeelgn: Resonrec Lap

Annther impeoutant mumlestition of
the  strucloial woikoess af thi
gcomomy s th seeable foreiin
rosurce ga thut hay persisted over
the veurs, Faport-orenicd imndis-
triglisation  wils  Aioesly-luased,
being muers or s canfibed oo the

Counrmenls sty winieh. gheen s

[Coli Secvice Pavments D984 100

[

[ dhoarpss b valae-added oonld o
make o spihcaar eontribation b
the . allessarion of  the  toreen
pesiuied - prablom: Forelen pay
T ) |-.'|1 inTporty,  Hervices and

cupital 19pﬁ1.-n1 ents] Wave ehvded
Thre [iereagnn re -."|'_“|:‘.|It- ITLONT cRpOTls.

FETRiET_ANH PEivaLE rnm;lluuut'*"l'
b am average Of over i 00
il iy [m'tl 1‘ai HH.ﬁJ lT.I:I|.|Jl'."I:II
et yoar during 1UESSEE On yver
rkﬁ pArmonts hive beel conomng
at mnre than 15 times e o
af roocipts, The areater porl of
Uiz gap wans financed by resoring
by hrwmings  which had  caiscd
b culstandime e rrernal debt ofthe
eonntey to- By, 162,548 amlinn by
ok LOEES il Mo seew closc #o
Lsd 2000 mullion ETr 68 cguivalent

fo 3 times e bapnit carnings
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5, fmecinds T Ciphde & f iy
vod Urhemr '||I.I|m-ﬁ|=:rnm T0e 00 | 1 e B e o 1, FHE-T
3, i ] :
me b AR PR R ’f"”' s 1y e.d 255 .
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und wver 70 per ceol of the Grnss
Dommestic Prodock of that vear. To
per capilia Lerms; The exrcenal debt
b srmoisted 1 neads Ba. B
comparesd] with & per capits income
Ievel of hess than Ra 127006 in
(983,  The libcraliscd  coonomiv
1epiie - Inas heeon sustained mure

by reRart L fareipy Bnrrowings 1hiani
hs.- a capagily uild-up tor sgpanded
r_{pmta Thee Fact that this w00
i5 wnsistmihle ot the loonp-ferm

pacame  evilent whon by 1988
dobt-servicing roached o ceard

high «of iicarly 29 per ear of the
cxport sarmingd. A sizeuble outflow
af  tersign  resources  (Theaugh
debi-servicing) had been crcated
munning paiallel 1o the i!Lﬂnv.-' of

forcien s and ajcd fic-
ing has hogen to reuch o Toecl

Imog: =ouivaient o Lhe I!'.ll-.-IIII'I
T varittments. ko Lhis v, the
Gee ordditian to Cgliel cxicrool
|~:r|:5|_|ur':‘1:ﬁ of the wamiry throuwph
loreigi Rid tlowe bas  dvastically
dechned nver [be e

11 was Tnevitabde That tThe toun-
pepts oxermad cescts cans unde
heavy pressure peslting in & decliog
if ewtemal dskets Bor folr Sonsciy
five: wGim  [VRR-RRES The o anes
cwtornal wssels whioh e pdeazle
o fimenes Lo anodrths -of imaparis
in TORE [=ll e oan cqoivaleod of
ontv 2 12 mnhchs of impocts by
the: hemndng oF 195 The pressuin:
o eatermal asscts appears 10 have
contimoed i the tirsl bl Taf 1984,
In MLrele fliin-year; the TWME -ru=-
pentled merstanding veedit supplies
in wieee btz fuilucs O fhe govern-
menl i adantcorrerive imcasares
ta deal wich the owcro-coonomn
qoedsthances.  Giee 1148 chaio ul
sveiita. mpoctilainen a0 high abodul
the the paysibile devalnation ol (hi
Rugoc 10 an pnticipamed - eys] of
T, L3S per LS Dollar, Accurduig
ta mewspaper  ropor, soch
spoolaiton bized ded oo Dt of
capital und  delayed  receipto ol
awport pricesls therebe smaavat
ing further the. cxtormul [rancial
crisis, - These ovents wrs basically
mamilestarions of - the undertiving
siruciocal.  woaknssses,  of e
eeunmny compueiied by political
TawsllailiFas
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1987

; mvestment

G. S. Chatoor

-_Steady Slump in Growth Unfortunate

Ckairman, Ceylon_Ch.ambé_r of Commerce

Traumatic period

The past twelve months have

surely been the most traumatic
period which Sri Lanka has experi-

- enced in this country, The ethnic

troubles of the past six years were
compounded by political and social

turmoil. Most serious of all, there

was an alarming breakdown of law
and order, and for the first time
in our experience tiiere were pro-
longed periods when the writ of
the Government did. not seem to
apply even in the city of Colombo.

1 need hard]y elaborate on the

. near 1mp0551b111ty of satisfactory

economic development in such con-
ditions. The growth figures from
sounded an unmistakable
warning; the 1987 growth rate was
1.5 per cent, the lowest since 1971.
The 1988 figure was 2.7 per cent,

. One shudders to even hazard a

guess at the 1989 figure.

_ During the past eleven years
there have been three plateaus of
economic  growth levels.

averaged a satisfactory 6 %; from
1984 to 1986, despite ethnic con-
flict, it was a creditable 4% to 5%:
but from 1987 onwards it has aver-
aged a poor 2%.

- This steady slump in growth is
unfortunate, because it is economic
growth that crcates more employ-
ment, —more -~ carnings,  better
nourishment, more savings for
further investment, and, as a result

of all these things, a happier, more

contented society. While we fully
appremate that the alleviation of
poverty is a national priority today,

. it is an inescapable fact that poverty

can be alleviated only through a
growing coOmomy. e

Economrc development reqmrcs
the commitment of
funds, the taking of risks So far

In the
period from 1978 to 1983 growth

- market

Sri Lanka s efforts at encouraging

investment have been concentrated
on providing fiscal incentives.
These ar¢ important, but not to
the exclusion of more fundamental
FCqUISltCS o )

.In 1988  the
Chamber of Commerce (ICC) con-
vened a Conference' to consider
the central economic issue of the
nced for more private investment
in productive enterprise, nationally
and internationally. Their findings
were illuminating, particularly for
Sri- Lanka,
some of the fundamentals

‘I shall quote from the ilee
Annual Report for 1988. “The con-
ditions which are most effective in
attracting foreign private invest-
ment. The principal conditions are:

a stablée political system *with ' a

govenment which respects the role
of business; an efficient and honest

-bureaucracy; rising standards . of

education, health care and social
mfrdstructure sound monetary and

fiscal policies; moderate levels of

personal and corporate taxation,
flexibility of relative prices to reflect
sipnals; ' a leg;islative
framework for business which is
clear, stable and yet sufficiently

- flexible to ‘adapt to modern com-

mercial operations; the protection

- of private property rights, including

rights in intellectual property; an
impartial judicial system; and unin-
hibited access to the courts to red-
-Tess wrongs and settle dlspute_s.”

_Alarming deterloratlon in mfras--
tructure :

You will see that the ICC factors
can be grouped under the broad
headings of political, social and
economic  infrustructure, . and
include some items to Wthh not
much attention is paid by our
authorities. To put it plainly, the
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International

which has neglected

_infrastructure.

by

basics — not-only of the economy
but of society— must be right, It
would be a salutary exercise, and
a chastening one, to examine .the
ICC conditons and see how though
Sri Lanka has put together an
attractive package of tax incentives,
their effect has been undermined
by an alarming deterioration in the
political, social and economic

I have chosen to stress 1nfrastruc—
ture at the begmmng of my speech,
mstead, as in the past, towards the
end, be_Cause it has become of such
over-riding importance. I now move
on to other matters, and you will
notice that many of the problems
that exist have their roots in
shortcomings in the infrastructure.

Garments continued to be our
largest export in 1988, Unfortu-
nately, the events of the past few
weeks, when production has been
seriously disrupted by regular work

_stoppages, may jimpose long-term

damage on the industry because
Sri Lanka’s reliability as a suppher
has now been called into question.

It is sad that the biggest success
story in the export field may falter

_due to self-inflicted wounds.

Tea prices have continued to be
depressed. Due to the large wage
mncreases granted in times of high
prices, without provision for adjust-
ment if prices fell, several planta-

- tions are operating at a loss. That

is not all. In many speeches to you
at the previous two Annual General
Meetings I warned that continuing
indiscipline in the tea plantations
would have the most serious con-
sequences if it went on unchecked.
Not only has there been no
improvement; there has been the
added trial of external threats and
sudden stoppages of work. To
quote the Chairman of the Col-
ombo Tea Traders’ Association at

- their Aimual General Meeting last

‘month, ... one must sympathise
with - the producer who suffers
threats to life and limb, We have
some of the finest planters in the’
world, but many have lost their
m_otiv.ation. and interest. The -
Superintendent has lost his author-

1



iy, many peometions  hove becn
politizlly aotivated  ruther than
aurned . the trade is sl iing
for (it The bong-term fulure . of
it Uess ncdustns mase mos he - con-
sileped unzcitain.

Cestinn  mark gver lurgest exporis

It is a trugedy of the At meg-
mitwde that larpe yuestion micks
hamg over our two begest exporls,
garmients and Lei, Which between
{her accounted for 35 pereeol of
(he country’s exprrt carnings . id
1988, The wonsedqoonces ul Their
etllapse would he o horrendons
3 oven punlemplats

Howerer, Lkere is-a tey. ol hope
For the teq tindnsore Ui pew Minis-
ter lur Plancation Imdustrics, the
Hopodable £ramiom Dissanayake,
b <londn B0 meTmEna  grasp ol
the needs of the industry, and has
pnlizted the help ol the privales
el in the fomm of 3 ncwly sstub-
Lishied Tea Council, i which muest
segtors of the indwtry are rep-
remenoed, which s to seree as an
advisory budy o the Sri Lunka
Tea Board,

i The Minlster of Plantation Indas-
trice has wlso aprecd to sel op a
TFubher CouncilFoard to serwe 33
an apex bady for the rubber jidg-
try These pew hodics will equip
the e amd vubber indusiriss with
the best institational framework
they hiwve gver had, amd T hope
thut fhe cxpected resuls il
BT,

The perm industry’'s esporis ave
breen incroasing over the yoars, but
il is il not vpeeating anywhers
near ity potentiil, According to the
wade the porchase of geodus by
Thai gom merchants and their ¢on-
verrion Lo sapphires mo Thasland
has helped gready too budd up
Bangkok ax onc of the worbd’s
gneat gem wentroR. The agrecment
hotween the Sri Lanky and Thai
govornmenls about the purchase of
acndas has channcled some of the
trade into lesitimate exports, but
the Iong-term answer izt develon
the techoology oo proces. gendss
surselves, wind the internul markct-

id
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inp svscem toopay fhe miter o L
prce. The werk deone =0 L s

reparmed B0 b promising. Hyweyar, -

peither the trade nor che CiaveTn-
ment has come up with (be inccn-
iive which will produse (he kind
of quantum leaps in exports which
oooarred G the 18700 wAch (e
introsduciion of the CRA schiomes,
The 40 Tanka Gem Tradery
Ammociution, which 1 affiliated tu
the Chambes, will swan b relcasing
a reporl which will cunlai fropos-
als tor the devaloproend @ th pen
imctstng

sanufacioring mdustiy as &
while also remains an wnder-de-
vislapeed sector, despite the promess
made 0 some felds. L shall briefly
mentitn a few problems thae bund-
jap local indusery. Adihough sumie
loaty mamifacoared  producks @ic
qubjoct 4o price woateal, silar
JpOTE are not. Again, while same
locally manafactpred  powsds  ane
required (o comply with Sri Tanka
Standurds, the  oamresponding
inporied articles are mel. Lol
industry aleo hps w0 goolend, in
some canch, will evcresis sispplier:
wihy damp inferiar qualily products
i Sei Lanks at very loe prices.,

Kesrch tor an indusirial pelicy con-
Linnses

The seueeh for an indwsirial pai-
icy contimees. The dudiment pro-
duced by o committes und released
in Banch TORT wms w siaer, but it
depengded o much o one key
proposil — the inlieduetion of
Trumsfeiable Tws Creditd [T,
In Mowember 1987 the Chamber
pddressed 3 memorandom to the
Minisier of Finane and Plaoniog
drmeing attentivn 1o aspects ol the
ITC seheme which were mol <fear
and which reyuircd curelul zindy
The Chamber was alzo. concerned
thatthe 11 seheme. which would
b complex and dependenr on &
'wumbicr of varialdcg, had ool swe-
cecded anywheic in the world, and
would be o fhe nature ol an expor-
iment with our industrialsis as the
guincu pigs, T rhinkwe have cnough
prabloms  withoast  venlufing  to
indulge in 1he ooy of & theonet-
ically elepant scheme which might
prove unworkable and hamtid in

praciice,

The indusery which bus suffercd
maost due fo the problems nf the
past few yoars is tounsm, 1Intl
the Teluta of nommadey. the mpre-
guiwe Lgirism plaot boill upin the
apod years should e given owiry
suppoit. The suthorities 2re o be
commended oo sl the relict mea-
sures thoy hive wleeady agreed (o,

In the field of tuxation T wiuld
like 1> spotlght the thoroughly
unjuslified taxstien of provident
funds, which are taued not just
ance, which wiould be bad enpugh,
hut twace: Firgtly, provident fund
balanees to the credit of povare

-peclur employses are mxed ol up

ty 15% nf the empliver’s contriby-
tiun on retirement, althoueh infia-
tics ls wlrendy taken s bheavy ool
ol the real value of the balances.
Secondly, there is the iniquitous
laxation ol provident und incomes
incroduced in the Ludger Speech
of Wovemler LUET. Although the
tax v reduecd from 20% o %
tw the Rudget Speech of Manch
sy, e relicE to employees: wag
more 1han cuteeished by the smul-
rameug ccmoval of the sxemption
of ioterest on Covernment sec-
writies o gompating pravident fund
income, Tscrongly nrge, on grounds
ar equily and humanitaciznism, b
the wlalc shoull coase to regard
provident funds 88 8 seutee of
Ty

Far cighteen years the Chambicr
and other private seclof bodies bave
wraed the repcal wl the Busines
Lindertakings (Aoguistion) A of
1971, We wone therefore melievcd
rhat the Act was repealed by Par-
liarnenl on 25th Iowomber, 19HH,
Bur evedr batfre flic repealing Act
had  becn cefiificd, @ senior
Chumber mamber wras akan over
under Freriensy  Regulafions in
much the sume manner L cnter-
prises had been acquired uader ibe
Business  Underekings [ Aoquisi-
tion] Act, The Chamber protestedd
sipangly wo Ly Frecllsny the Pres-
ident agwinw  the tike-over sl
porpted vul The damigee cawseil o
the Pusipess climute,

ROOMORIIC BRVIET, SULY ATIOLEET 1oed
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Colombn faces a painful
battle on apother fromt

(BDuvid Homsese looks mt the conntig’s
ailing suopomt]

Canfigue Larrunst enrdiess fis 1y ety
o soule ol Chesormmnder, slvikas aod shic-
demve el by Sinkniese apil | Tamil
sxtrtiniess, polk-lchism spenching i Wk
e meetdeidivg and. gensEra b el e ik =l
hove fakcn Jheic bl e the comrmmy. Tafls
Eirn, Witk Bigs chen boc T soll at che
end nf 13 yvar g prabably el 20
per cent ik i el Hmbing, :

The bclsel | deeit™ abaed shapll B
e Anma b I per CEREAF piros Jesestic
product she ot e e T T
sl adjusAEnr Piipsanims agreed: #ll
I, -wurgddd: bl yitar s 15 per i umd
will peuch- 1514 por-pent this. e v
Ui Basds of hadaer S les

Meoiey. growth was will - high 22 per
cent iy qo-annal hnsis ae o ond of Banch
thoughy ddws um - che 39 0 wiul o0 dhe emd
of Aot oz,

Mosr indicative af theraon meents ek
of thagn fug miohaeeves “f al with the
SACHL - aecuwnd defieirs el | sising AR
=xpented B percent of AR this weacl ond
Eri Lonkp's fuiph ijubi sErcE Ao Girludiy
Hrming it From il ks commergind P -
mgs: the oforedpn cachanee resenas Huwe
dipped o & lomd fur fhes dessdi ol the
equivalent of i weskr impoLt.

Inc=reic patys which bed bogn rased 4a

=horh | mfledos were obmipliy s redeted:

hefare repennly fosumamy thelr tipwand dend.
The curtered’ which was de ol oy at the
Bapinoing, e oriefly revaliss - hefare
Ceeumimg. 8 domsimard shide Pries ool
ware Smpensd on - phammeeaticnls i
the: Presidents taal instinces Apobac-Lo e
marketoriemizd, '

Ageiost this backgroumd sconeemis prowik
g3, smmaingd low, partoderly by o
Bl with dhe tapld eagansians that folfeiud
the indbal apering o of the scoaneTy i
the Tete 1970, Hepl GOF has sty ar iy,
33 par penk ceer the lwst twn o darbiddeny
YeRrs, Unemploymenr, adich is ot the poat
af the Fostrationg thet bave aloeed the
extrémlsr Sanbaless JVE mavemem o balld
P s sirength, 3 eround 18 per cent.

The  bright | apat - dn the BBANTY,
demenstrpting 56 Lanka’s pabentinl f svar
i can gar Back oo e rails, hae Been
expori-arignted mantdaninng and seriices;
Agtan ‘Epence, 5 larpd, divenified, |0l
Eroup willy intetasta oy ghipring, GATmERH,
crotammer - feaffie and Tourian ' sy bed
recond predits Lawt o wsor- o spite of theip
beitels being clomed domn Ji the peak winver
healidiy perad,

A i Tuiwaness 50 ok juint verdars
vapaarbsll & e e e B i firsst venr,
Tasi peary il im e pviiting a3 Wm tarnowgr
1y ear while alde dowstiuctmy o fsnn
b maks mesteas s Sabsfantial Tnparce
liyeizstmemi. 15 wathing, 1 poue - in boes
ikalrred by ecpremaie ol polifcdl - mmesr-
T e Nt

Fliv ask af the M F miszive s o decicde
il s S ks il b ublE b
1okt dn oreriloe SIFR SOl e ahnl -imanch
dewing on i thice ¥om Saksursd wdjuss-
el loan, O phe Fand's fppraval deperds
M dubogse of cpncessieonl g oy wastEm
lieapor nalhims.

Tndil redentie the: o gliemment fod
bup=d Ak Burd wonibel e - bed o presking
im ity @smarde. Hir i mood dmdhe Fund
and the- Hnnk dftioids i jhet S Lankn
R meme e poatponed | misch neeckd
slabibizebitn meaalis  bucause of poldicsl
dilficulcies, .

Becde of rovediicunenl- decerminatinn o
Ikl duosr mflntied Lol vears fhe g s
i alluwed Ao appacalEng by 5 per enr dn
Al Tonnk fus admersd fonielslion  Ind
ne=naured - geainst thonroot S Lanka's mam
rendiny . partneTs)

Lhis vear's deprciagion in nrenfysl teome
U ol Fegin A0 doakeswead the Joss of
Chepetiliveness cabiaod by S T.nnkg's wri-
i dflasicm roee: & utelancin desaluativn
1L ]'-‘ér canr 1 owaukl Ixest oxporl st
B bl the Smenceiayg: ook Far the' prmase-
el e that e ik furiber | sencediang
inflativey = with the viak ol uneest spreacdiig,
trai wfudents b Gsdueics] eorkers g
(il =mplnyene.

Ao paiain che inflaioudn conregisnss:
they Bignl i expectad: ha juxisl on cight fisca)
sl meoelaryipolicies . pusibie o Bindpe
kil tmmed #n T P Benn of THP Ead
n-faLeck Dor snners i whow s of 115 g
pemf. A fis svoald reqnin bningmz ddwn
et expenditnre. 4% & propartan af
GUP. fuie 39 per oot fu-about I8 per
ot saf slkrply Toiting e roes.

A 0BT fodhon e oo Tomiiin - Prs
W PR dasrs - e hip
Expacted m pwiloapon tiuggh: fight over thi
Actuile, Tt thi: daindiiis foreinn vxchangn
ressarvies - JEmss s cnaniae ke hioscs hit
Aevep) s theC podive st et e Fand
i DL,

Exinty frmn
PRl Ty
Map 3 o

Sri Laoka faces hard eCanGmic decizions —I[

Pavid Homsegn (in ikimd|

With rhe tead: amid current pocaunt
detiei b oomtionieg. o witlen, the foreign
crehumge resemurs have virmally disap.

i pianl A signoof S | anke’s plizht iy

Urat the govezoient i having to finance
st o weGal, ST, e Al el
o 1sikaliy oo of creiit, Supplice:
air emamdiog thal: ol-shoro - foregn
baiiks indepeadoilly oinfitm: that peey:

- et will b sl Tepoirlens nf dowscs-

senbial goods are being asked oo pul
up & WHi per conr cash nurpin.

M I:l_mlf.'uu:s-. citeles 00 il the balane
i pafmEnls sueesc & puthos an
mretistibld prevoure on e pederament
tocomc Gy terms with Ui Tnretnationd
Monciary Fumd, Qoc IMF mission el
T dnye Ggu withain &n precmcit,
Al annther awivee o101 dovs, The
IME iz witkholding & R47m  drawlog
a0 saciuril pdjustinent fnciliny wnil
3o Lanka enters oew  cnmmitncs.
Faymedl on this wouwld- unbock 560
more 10 balance of payinemts sappor
Fom the bund wnd few aid Fram Seed-
Bt abTHOE i

Sowne “hard decigions  hpe alveady
beér taken. The Prosident's Tanmiaviyn

programme, imvolving & Ks. 25H 5

enonth {44y peyment for lhe pirest
Farrilims, Bme becn shelved For this vear,

abemn il arothiec welare prsymimne
bor mid-day nieslss The feo wonkd
have cost WA, & bmfor] 19RY.

Bur the miost dFifficull decisings
remin. - Ll ecmown]. of fulsidies og
whent aod: four conld piush up +he
wist 0f 8 loaf o brend by uver 40 per |-
aent ooghall By S,

Liverlly, the IMF waoe o cmthin
Hhe “repelget doficie ye 12 por cunt of
C0F, A aganet the I3 por cent in
Lhe e rmiil extimares. Thiv marks
2 satteming. o s uniginad - goul of 10
per cent of G,

Parelicl witl this the Fuid i weking
aosliht slowiings o fronebaTy cxjsansion
(ML) 12 18 per cant Lhik vear — which
allows for an optimistie 2.3 per oenr
refal ot L GNP onnd 18 per cent
Iaftation . InteTcst fates have boer fes
iog, wilh ooz vear Treamiry hills pow
aL T per conf, reflectiog the tightening
e lmometiry padicy. ;

Tl imflucoes of Fand thinkimg is
elrcady ‘hedng reflected in the acceler
eicd deprecistion of the mipce ver
the Ik two wocks

Exrerpts from “Flrsnoad Tinss
Arigiesy 3 JOED
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The Outlook for Sri Lanka’s Economy

— an ADB view

The Asisn Devclopment FHank
i i monoal survey of the 3o
Lanks’s cronomy comes fa the con-
clusion thai by the end af 1t5E
the country faced u very ditficull
ponnomic situation. in lhe ADHs
yiew the mapnr consieiints o
woonomic prowth were a High deb
weTvice matics, high wog mployments
laree inlercst paymenls 00 govern-
ment: deht, 8 prowing current
agepunt deficif. sed low Jamestc
savings. It saw Lwo other unlavour-
whle prospects [of fthe Scooeamd,
numely, that the carlier hoavy flows
wf gxcrnal assistmnce could Dot e
maincgined i the sume pase and
the prductivity of e masaive
inyesiment programme indertiken
aver the past deeude lad fallen Ear
bolow eapeciations.

Fhe ADB  afsn waroed thac
{hough the pursait of very diastic
wnstevity prosrammcs woldd be dif-
ficult for Sri Lanka, in vigw of the
alrcady difficulc politice] situation,
iere was w pecd tabong down
ARl L
CHANGES LW MONTY SURPTY 40

oroncnt JEF anou)

L il 1B
L] e T e TS o R e = e
zeridg
Farg Wiz Eak dkl 3
Earep Biy, of ik | .
BT ECE Tid 1 i
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TR L R iy
b Bdle s Dmcorad'didep, o BLERRE. A
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e
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¥ e o R
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the budestary and  sxileenal” pay-
wpents - delivies, through sustaioed
ellarre ot fizcal cut backs and exparl
promotion.

The survey records bow since
1955 eodmamic grovlh had slowed
deram ne bnth diredt and indicsc
repurcussions of the eivil dislur-
bances in the Mosth and L':i-‘lﬁé_;'_'l.'lf
the country percolated throng the
ceonomy, These distirhances only
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yurperavated the domestic and 2xter-
mAl pressurcs on e coonomy. The
egcalating expendieres on dofence
and iofermal security  bampered
qtrempts of the povermment 1o stab-
lise the cconvmy and effect strus-
mrul adjustments. While the I9ET
copnpmie perlnnmance was seri-
musly effected by a serverc droupht,
which reduced agriculioral prodoe-
ticn T b bescls . the mindest Teeny-
sry rocorded in 15e5 did mol have
i Rignificiit npiet o B LTI
performanee.  Same of the ATIH:
compargtive  perlormuance indi-
cators [we diggeam om Tage 3
shera that in al least four of these

ecnnomie indicawrs 51 Lanka was
pear the: bottom: of che leaguc,
With regard te changes in Money
Supply (ML) there were voly 2
conntrics numely, Tad 77.0% and
Fiji 1A% that had higher rates
ol morcy supply chunge in 1H9EE
than Sri Lwoka's 29 1% (In terms
of &2, howeyer, thers werc noarly
T apntrics ol the 19 AL mombe:
shead of S0 Tanka) See Tables 1
apd 2.

Tn %r Lanks, Mooey Sopply
1. incrcased hy 29 pereent
jaesl. [he ADDE survey states thal
this wxcoasive prowth i liquidily,
topether with the decline in domes-
Vi availabiliy of some basic gouds
aftcr the sharp diop o agriealural
produition in 15987, and e e
adjustmeaty o hisinesy LT
tames, wage ncrcuse and  highcr
incomes  corned  from  improved
prices of cxporls, have pantribuled
to the accelermtion to infaiton dur-
i 1960

Aqather mipoctand indiculor was
Clavcroment expendituee ws areeal
al Y wnd here S Lanky headed
e Tist [ 198 with 35.2%:, cleely
followed by 34.7% of Singapofc.
[Hee L ahlkc 3)
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_TABI_.E 4o .
GOVERNMENT TAX REVENUE
(R_cent of GDP\ :
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In terms of Government tax
revenue as percent of GDP Sri

Lanka’s 16.7% was ony second to :
Papua New . Gumea s 18. 6% (See '

Table 4). .

“Sri Lankas ‘budget defncnt was .

also about the highest for the 19
ADB member Asian countries,
(apart from the exceptional Lags
49, 1%) In Splte of the hlgh tax

Govemment Expend.lture by Functlon

Pex Cent of E-DP
e

-revenue and GDP ratio of 19% i
1987, the ‘highest for Asia in that

year, and 16.7%: in 1988 (second- | " .

~only to 18.7% of Papua New:
Guinea), Sri Lanka’s overall budget -
deficit has continued to be a rela-

tively high 15.7% in 1988. The
main. reason was. that while the

ratio of capital expenditure to the -

GDP was reduced there has been

 TABLE 5. :
OVERALL BUDGET SURPLUS;’DE-

FICIT OF CENTRAI GOVERNMENT
: (percent of GDP)

e e
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E
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-Economic Services -

Defence

. Geneyal Bublic Sorvicas

Source:, ADB, Key Indicators (July 1988). -

" The aurvey errqhae:.ses

. 1r1vestma1t

4 rapld growth in current expendl-_ .
ture. Defence expenditure has con-
tinued to take up an:increasingly
large amount of total expenditure

since 1984. (See diagram). Mainly
because of defence and external
security associated with thé dis-

turbed civil conditions the  fiscal
- position has continued to deterior-
~ ate. Throughout 1986, 1987 and
1988 Sri Lanka’s: overall budget

deficit as a percent of GDP has

been one of the highest for the

Asian countries. (See- Table 3).

that a
resource gap is a key

weakness “which poses same d:.fflcult

_-pmblerrm fm: mcroecwncm:.c nanagement_

in  Sri  Lanka,  Bven - _thowgh the
rate declined to  about
22 23 per"'e:nt in

rosmrcc' gay remained J.arge because

- domestic - uav:l.ng,desp:tc ‘50me - incCrease,

fell far s‘\ort of mvestrment.

D|gmzed by.Noolaham Foundation.
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Commercial Bank Deposits

~In 1988 the total resources of Commer-

cial Banks increased by nearly Rs 19

bn or 25 peicent over that of the previous
year. As much as 42 percent of this
_.Tesource. prowth was by way of deposit
- mobilisation. = The- growth in bank
“deposits consisted of”increases in time
and savings deposits .of Rs 3.5 bn and
- demand deposits of Rs 4.5 bn. In 1988

i substantial increases in other labilities,

and paid up cap]tal and! reserves also
contributed to the mereaemg rewurcc
‘base of Commercml Banks

The Central Bank’s lates‘t quarterly.

Survey of Bank Deposits and Advances |
" shows that total bank deposits stood at

Rs 42.3 bn by the end of June 1988;
~and of these deposits the indigenous
banks held 77 percent and the foreign
banks 23 percent. Of the total deposits
the States Banks held 66 per cent and
. the other indigenous banks 11 percent;
while ‘of the 23 percent held by the

foreign banks the old foreign banks and ~

- the new foreign banks each held apprux- :
: nnately 115 perceut

The iotdl number of deposﬂ dCOCll.ll'li‘%.
with the Commercial Banks at the end

of June 1988 stood at 5,888,683 indicating |

‘decline ‘of 173,379 durmg the flrst
_' six months of 1988.

_ However the total number of accounts il
“held by foreign banks increased by 5 Jg44 4

: durmg the per:od under Teview.

‘in Lhe case of mdl;,enous banks the _

'-average balance of an account mcreased

‘slightly by Rs 284 to reach Rs 5,639 as |

at the end of June. Mednwhlle the-

average balance of an account with -

foreign banks stood at Rs 94,870 as at
the end of June, reflécting an increave

| of Rs 2,093 durlng the first half of 1988,
. Following the trend observed in.recent. .
‘years, these chdnges indicated thdt the

- indigenous  banks were more oriented

towards retail banking through their large .
“network of branches, while the forelgn -

banks . were mostly congentrated - in
.wholesale banking.

Amueunt in Rupees Million.

19334 Jl_llli'.. :

B “ta
b Acvoanis fFatal o5 Talal

el t Amount | % of

-1.Indigenaus Banks
wide ik
structural

6301 ann

1987 and 1988,the . [

576002 | 983
1.1 State Banks - sdaq357 | sa 280049 | 662
e Qeher indigeaous | 292605 | 50 aazraf 1o
zrcwgn Ranu BChaR EER R T 228
21 Old ForignBanks | 19670 | 13| fagsse] 10s b
| 22 New Parcign Banks] 22081 | oa [ spza] na |
RELCER IR 42,3001 | 100.0.

- - - -
. Kource: Central Benk of Sti Lanks:
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: E)EI’ORTS OF SELECTED MINOR AGRICU'LTURAL PRODUCTS

. (IN METRIC TONS)

._ Year -  Cinngs- .-'-'._Change'_* Carda- Ch.tmge.. C!oves ..C{mnge_'. ._ -Pepper Change
T ; mon . %:' mom,g R % = ol %._ 5
1987 0 TS5 - Ll UT 109 304l A0 25 L D005 E5RE
1988 . 6811 =02:" 130 276 2251 . +357.5 2,602 4335
- 1988 e Sek o e T
f@an-ap) 1z 66 A TEUBR )
e s e o e e
{@an-ap) 1982 198 - T - +166 153 868 560 54l

 Source: Trade 'Stati'sties,.Dept of Comti:éroe

~ tural export crops; its share bemg
~around 26 percent of the total in
“value terms. Since 1984 cinnamon

export earnings have increased
i desplte a lower volume of exporis

in° recent years. The highest

- recorded quantity of exports for a irs
_ four months of 1988 wasRs 265.48
_per kg, but this year it was down

. year was 8,682 mt tons in 1981,
- and though it was 6,811 mt tons

1989 exports had exceeded those.

.jof last year. There is also a better
price for cinnamon at present due

to the high demand in the world

market and earnings for the first

quarter of 1989 reached Rs 195

. mn as against Rs 99 mn . in the
 first quarter of 1988..

Nutmeg

“ Exports of' liutmeg and mace: also ;
recorded a significant. nse over that.
of -the previous year. — Rs 14 mn. .

“1in the first four months of 1989 as

against Rs 8.9 mnin 1988. In terms

of ‘quantity, during this. period
exports went up. from 69,800 kgs
in 1988 to 130 70{} kgs in 1989.

.'Cardamoms o

Cardamoms have recorded the

 highest unit price’ among all minor
‘agricultural products. However; the
level of earnmgs and volume of

R per Key

: exports have been ¢ on the decrease _'

since 1986. In 1988 its drop was

28 pereent over 1987; although in

the first four months of this year

the 'volume of exports: increased
‘The -annual average

‘marginally.-
price of cardamoms in the first

to Rs 235. 67 per kg

- Pepper : o
- The annual average market prtce 5
_of pepper. has shown . a. sharp
coming down

. decreasing trend;
- from Rs 115 per kg to Rs 83 per
kg this _year. Both in terms of

- quantity and export earnings also

pepper has recorded a considerable
drop, with earnings decreasing from
Rs 1525 mn irr the first four months.
of 1988 to Rs 43.1 mn in the same :

period of thls ‘year.

: Cloves
Export of - cloves

_first four months of 1988, coming

. down’ from 1,173 mt tons in the
1988 penod to 153 tons in Jan-April
of this year.: Meanwhtle,eammgs:

dropped from Rs 120.8 mn in the
1988 period to Rs 10.4 mn in 1989.
- Average market prices of cloves,

: _however had unproved in 1989

' AVERAGE MARKET PRICE

- {Das,

| dence. :
more and: more. marginalised -in the .

- have also
- recorded a very heavy drop in the”

 Commodity . Ier . 1088 Soms 7 ook
Jone : 2o o Jan-Apr 2o Jan.-Apr -:_
. Cionamon . 60.97 111.05 . L9226 . 149,40, -
5 lanills), orE : i
S ClpYeE e s Re e R g _--1:02..70 i S e
- Cardamonss - 270,55 J4IBRL IR s B ST
Pepper - 129. 20 8% ima e

: S‘ource dee Statistics Deparmtem of Commerce

: n"'o’oNoM‘i'e re."svr'hw';"mr_wsiietis‘r

1989D19|t|zed by Noolaham Foundatlon. ¢
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HOUSING

= WOMEN AND HOUSI_NG IN

INDIA
e Humantsmg Housmg

In India there is a struggle to

lempower women in the housing
|process. This has become an issue -

for open debate and in.a paper
titled “Humamsmg Housmg” Lalita
a  practising architect and
member of the Women’s Centre,

| Bombay, has highlighted the differ- -

ence in desrgn and use of space,
in'social status and thereby decision

: makmg powers of women; espe-
{cially .in the communities where

women desrgn and build houses as

: agamst those communltles where'
{men do so, This paper also gives
 {reasons why the system is changmg :

more and more in men’s. favour

~ |and makes proposals on how and

why changes should be brought.'
about. The follwging are relevant

exeerpts from the paper by Das

~Women are . the pnmary users of

housmg whlch for the majority of

them. is a work-place as well as a resi-
Yet, they._have be_e_t_t and- are

‘housing. process Housmg progtammes'

| calculate the requirements on the basis
of f’ar_nlly as-a -unit and the design, lo- .

cation -and détails.are planned to suit
the needs: of ‘the head of: the ‘house-
hold who in' India is always assumed
-_-tD__be_ a man,: Yet, according to -UN

| micro-studies, one third of the house- .
afact that .

holds are women-headed -
‘is not reflected in eI‘ther o‘esigns or.in

women's. participation in the process,.

In fact, the degree of womer’s tnvo!ve—_-"
ment in the housmg process is @ clear:
: mdtcataon of: women s posntmn in 50%
mety : :

Women destgned and built housmg
i many. eommumﬂes in

women  have been destghing and.

'bu;ldmg their own houses and Stl” do_____. _ :. =
| so even though the numbers of these"_ :

eommumties have shrunk greaﬂy 5

These communities today mostly con- " ¢
sist of rural communities who st! Il ase

t7'_: o

India; e
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Man daslgned snd built hu-us|r|g
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creatinf; a stratified and intolerant
saciety.

To many of the men who attended
NC, it was a shock to realise how en-
trenched was the value system where-
by man and his needs are considered
superior to women and their needs and

_how it spreads to create an oppressive

society. It was realised that the first

_ priority is to humanise the man-

woman relationship and  that the
whole concept of the Bill needs 10 be
re-examined from the perspective of

“Humanising Housing™.

Humanising housing is a very wide
concept and many of its implications
are just beginning to come 1O the

force. Much more study, thought

and discussion are required to trans-
form the concept into a viable pro-
posal. Some of the areas proposed for
the study are:

Realisation of non-material value of

housing.
* Realisation of emotional involve-
ment of women in housing,

~ * Giving value to physical labour in-

volved in making a house into a
home, : :

"% Understanding insecurity and fears

in women due to homelessness such
as physical ~violence, brutality,
child-rearing problems, etc.

Removal of artificial limitations im-

posed on women. :

* Qranting of equal rights to women
to ancestral as well as matrimonial
property. i

# Removal of the division of social
roles by gender. 5

* Removal of demarkation of men’s
and women'’s interests and activities
within and without housing,

De-nuclifying family:

x Removal of isolation and thereby
control of women in a nuclear .

family.
* Re-generating communal living
structures  whereby - community

support and sharing can be achicved
without eliminating privacy and in-
dividuaiity‘

Though interim reliefs are certainly

required, the thrust of the required
change needs to follow the above men-
tioned guide-lines. :
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DISCUSSING SRI LANKA’S

A case for an open economy

There was no alternative, but to
choose an open economy if Sri
Lanka were to achieve a rapid
economic and employment growth,
was the conclusion of Dr. A. S.
Jayawardena in an address at the
1989 Annual Sessions of the
Organisation  of Professional
Associations held in September.

The OPA devoted an entire ses-
sion to Sri Lanka’s economy, where
the two main speakers were Dr.
A. S. Jayawardena, Deputy Gover-
nor of the Central Bank and Chair-
man, Bank of Ceylon; and former
Governor of the Central Bank, Mr.
N. U. Jayawardena.

Mr. N. U. Jayawardena’s subject
was restoring confidence through
sound * economic  management
where he emphasised that such_a
strategy would require a conjunc-
tion of several policies with support-
ing infrastructure. He summed up
these policies as right development
policy; right expenditure policy;

_right fiscal policy; right monetary

policy; and last but not least, right
resource  management - policy,
involving above all management of
the most important resource -of
humans.

Dr. A. S. Jayawardena focussed
on what he' thought was the most
appropriate economic strategy for
Sri Lanka at this juncture. He sur-
veyed the vast changes that had
taken place in 8ri Lanka’s economy
since independence under different
economic regimes. During the first
30 years, he said, a welfare oriented
and an inward looking economic
policy was pursued. Although there

was some progress during this

period, Sti Lanka fell behind most

_other countries of Asia in terms

of economic growth and living stan-

ECONOMY _
and need for right policies

dards. The next 12 years saw a
change in policies towards an open
economy. There was an accelera-
tion in economic growth and diver-
sification, but with inadequate
attention paid to welfare consider-
ations. Divisive tendencies in the
socio-political sphere have been
aggravated and, this has created
instability and uncertainty. He
emphasised that widespread con-
sensus on the appropriate economic
strategy for Sri Lanka appears to
be lacking. :

‘In his view the current economic.
perspectives in Sri Lanka could be
categorised into three groups;

(a) Persevering with open
€Conomic policies, with
adequate concern for welfare :
and employment.

(b) Reversion to a controlled
~ economy, with strong emphasis
on welfare and employment.

(c) Large scale socialisation of the

.~ economy, on the lines of the
now abandoned Soviet and.
Chinese models. - '

Sri Lanka is a small island
economy with a narrow domestic
“market. Adoption of inward-look-
ing policies in such a context will
inevitably result in low growth, low
incomes and high unemployment.
On the other hand, the experience
of the Soviet and Chinese
economies has demonstrated severe
limitations of the traditional
socialist strategies. Therefore, he
concluded, that if Sri Lanka wished
to achieve a rapid economic and
employment growth with diversifi-
cation, it had no option but fo
choose an open economy.
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'SOME SOCIO-POLITICAL ASPECTS OF JANASAVIYA

Willie Gamage — Senior Reseqrch and Programine Officer |

IRED — Development Innovations and Networks

(Deve:’opmeﬁr Support Service — Asia Colombo' ]
Sy

This paper tries to highlighit some of
the critical socio-political aspects of the

‘Poverty Alleviation Programme (PAP)

of the Sri Lankan government Knowr
as 'Janasaviya’. In doing so, it identifies
a number of Processes and lssues critical

\to the success of the programme, which,

in the view of the authors, should be
sensitively and qualitatively monitored
through the period of implementation.
The views expressed are those of the
authors and not necessarily those of any
group, committee or organisation of
which they may happen to be members.

The paper deals with Processes and
Movement, and not with Events and
Sratistics. |1 largely ignores the Theories
Concepts and Frameworks that are of-
ten imposed on the reality by Academic
Elites. It avoids not only the Stifling
Jargon but even the ‘| ndicators’ of both
Poverty and Development that continue
to be fashionable in International Deve-

-lopment Dialogue. It offers no Schemes

or Packages in-:\g_upport of Janasaviya. It
tries to unfold processes, highlight issues

" and provide insights into the concept of

Janasaviya. Put in a different way, the
authors try to grasp the reality of pover-
ty and the challenge of its possible Alle-
viation from the vantage point of Com:
munities of the Rural and Urban Poor
with whom the organisation to which
the authors belong identifies its own
work:

The Socio-Political Processes Through

Which Poverty Has Found Itself Defined

The policy thrust of every government
since Independence has been to place
primary emphasis en uplifting the socio-
economic conditions of the Poor. This

~ cgan became a cornerstone of our poljti-

cal culture, Policy Makers, Administra-

tors, Politicians and Academics compri-

sing various sub-sections of the Estab-
lishment’ continuously developed Pali-

cies, Strategies, Frogrammes and Proje-.

cts to ‘uplift the socjo-economic condi-
tions of the Poor® Those planning and
implementing the numerous program-
mes addressed to the Poor, used diffe-

ECONOMIC REVIEW, JULY/AUGUST

rent Indicators to define and identify
the Poor. '

' Some Programmes sought to identify
the Poor with reference to Land Owner-
ship: others identified the Poor in terms
of Nutrition Levels: still others in terms
of Family Income; some in terms of
Levels of Employment; some identified
the poor in terms of Access to Social
Amenities; some with reference 10
Housing Standards etc, depending on
the nature and emphasis of each specific
programme. Likewise, the various other
actors on the development scene such as
Economists,  Sociologists, Bankers,
Accountants, Cultural Activists, Reli-
gious Thinkers, Social Activists etc also

developed their own specific frame--

works and definitions for identifying
the Poor.

- \What is important to realise is that the
rural and urban Poor, for their part, vie-

wed and perceived all these often well-
interitioned Actors on the development

scene as constituting anqther QOrder. The
Poor perceived them as a kind of ‘Agen-
¢y’ which controlled numerous Resour-
ces which they were ready to ‘hand-put’
to the Poor through their various prog-
rammes and projects. The Developmen-
tal Actors continued to be seen by the
Poor as a ‘They' and not as a part of a
“We'. They were perceived as an 'Agen-
¢y’ or 'Establishment’ that had access to
(and often also enjoy the use of ) re-

sources which were needed by the Poor.

The political, cultural and economic
processes that aliented the Developmen-
tal Actors from the Poor are outside the
scope of the present paper.

Despite the efforts that continued to
.be made to develop Sri Lankan Political
Society into a Participatory Democtacy,
the socio-culiural and political distance
between the ‘They' (Viz : the Develop-
“mental Actors including Planners, Go-
vernment  Functionaries, Politicians,
Academics etc.) and the ‘We’ (the peo-
ple} by and large continued ‘to remg’-
unbridged. While the ‘“They’, operatii
within their often narrow compartmen.s
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continued to apply various Indicators to
define and identify the Poor, the ‘We’ in
our wisdom continued to apply '‘Our’
creative skills to get more and more of
‘Ourselves’ (Viz : the People) included
under one ot other definition of the
poor so that increasingly greater num-
bers could benefit from programmes.
designed for ‘improving the socio-econo-
mic conditions of the Poor’. To get in-
cluded within categories defined by
Developmental Actors as *those qualify-
ing to benefit from programmes design- .
ed for the Poor’, people were not slow
to manipulate local power structures for

their benefit. The socio-political process

through which Poverty . came 1o be
defined was further strengthered by the

~ growth of - Patronage Politics. Thase

development practitioners functioning
in the political sub-sector of the Deve-
lopment Scene, — in other words ‘Poli-
ticians’, -competed with one another
within the ethos of patronage politics to
have more and more of their ‘clients’

{i.e. Supporters, Voters) included within

the category of ‘The Poor’ so that thay
may share the benefits of programmes
addressed to the poot.

In the circumstances in which they

_were placed, the People can be seen to

have acted very sensibly in getfing grea-
ter and greater numbers included within
the category of ‘The Poor'. To start
with, the dominant Political Culture fo-
cused on the poor — so to get the atten-
tion of the State, it was imperative to
place oneself within focus — ig. to be
soen as Poor. Then again, the People
were dealing with what they perceived
to be ‘Development Agencies’ which not
only controlled resources but were also
drawing up plans and programmes and
inviting the People to ‘Participate’ in the
development programmes formulated
by them instead of maving close to the
people, understanding the People, un-
derstanding the People's Development
Plans and Processes and-applying the re-
sources that they control to support the
mainstream processes of the people. In
such a set of circumstances, the Peaple
responded sensibly by applying their
creative genjus to manipulate the ‘Deve-

lopment Agencies’ -and draw more re-

sources to themselves. Their strategy of
manipulation, within the Poverty-fo:cu-

sed Political Culture in which they were

operating, resulted in greater numbers
presenting themselves as falling below
the Line separating the Poor from the
Non-Poor. As a result, nearly b0 percent
of all Sri Lankan families are seen to
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responsibility will the hamiet iden-

“tify its poor? It despends on the
_way the hamlet perceives the “Jana-
saviya Programme. If it is perceijved
as a traditional-type Government
. Programme — i.e. where decisions
are taken by government functiona-
«ies and politicians outside the cam-
munity and benefits are ‘delivered’
to the peop]e from outside, it is
likely that the people’s response
will be the same as that given to
any traditional top-down program-
me. In such an environment, the
hamlet can be expected to mc!ude
as many names as paossible in thejr
list of beneficiaries. People’s per-
ception, jn turn, will be condition-
ed by the response of government
functionaries and. politicians to the

decision making powers that have

been devolved on the hamlet com-
munity. For instance if an M.P. or

a Provincial Council Member or the

Grama Sevaka or AGA or even the
Government Functionary serving as

a member of the Hamlet Support :

Group ties to intetvene either in the
appaintment of the Suppert Group

or in preparing the list of beneficia-

ries, people will perceive Janasavwa
as yet another government prog-
ramme and respond to it as they
would to any other top-down pro-
gramme. For a hamlet community
to be activated to act with respon-
sibility in" identifying their Poor,
there should be no outside- -political
or administrative — interventions at
hamiet level. The extent to which

this will be possible is another mat-

ter. in practice, it is likely to vary
from area to area depending an the
calibre of local political and admi-
nistrative functionaries on the ane
side and the level of empowarment
of the people on the other,

Structural Integnty of the Support
Group:

The Stﬁb’pbrt Group of Five has a
critical role to play in the Janasavi-

ya Programme at community level,

Their task is to stimulate and acti-
vate the beneficiaries and access
Support for them to become eco-
nomically self-reliant in two years,
Their structural role js that of Ham-
let level, Resource Person cum Link
between Janasaviya Benef:manes
and Extemal Agencies supportive

of Janasaviya. As it is very Ilkely.

‘that the Janasaviya Programme — in

o4

' Prax|s — desmte all fts planmng and
training will generate a certain leve|

of structural tension between the

socia-cultural- -political interests af
- external agencies and those of local

communities in the pracess of pos-

: 5|ble empowerment itis |mperatwe
that the structural integrity of the

Support Group does not get com-
promised by tilting their allegience
onto the side of the external agen-
cies with whom they would estab-
lish contact through their rale in
Janasaviya and from whom they
have much to gain In terms of po-
wer and influence for themselves. If
the Janasaviya Process is not care-
fully managed — as is possible in a
context in which a massive scale of
activity is launched within a very

short period of time — Support
Groups at least in some argas can
evolve inte new groups of hamlet

level oppressars who draw their au-

“thority from their externaf conta-

cts

AWﬂkemng the Poor mtoz' the -
Future: S

A common characteristic of the
Poor s their overiding sense of fai-
~fure and hopelessness. Paverty is

also-a state of mind: A mental state
that accompanies long period of
deprwatlon A frame of mind that
is not conducive to initjative and
innavation: A deep sense of resigna-

tion born out of the experience of
hopelessness for the future. A
~ major thrust of Janasaviya is to

offer a different experience to the

Poar, and by doing so éhange their

mental state into cne that generates
hope, initiative and innovation. The
new experience presents jtself in

the farm of Consumption Support
- to the value of Rs.1,500/- per mon- -
th regularly for 2 vears with which

to satisfy basic needs, and Invest-
ment Support of Rs.25,000/ It is
expected that this very material
offer of hope will' ‘awaken® the

Poor, galvanise their latent skills,
- Initiative  and innovativeness into

economic activity of a level that

will also provide them with a regu- -

lar and secure income, The level of

success in awak_enmg_ the Poor and
~ activating them into a process of
self-reliant economic activity will

be conditioned by other processes
that will have to work themselves
out through praxjs. Providing finan-
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cial resources — by itself — cannot
activate the poor into the maijns-

. tream of socic- economic develop-
. -ment,

The attitudinal structures of the ad-
ministrative and political systems
which feel impelled to make deci-
sions far the Poor; impose program-
mes on them and make the Poor de-
pendent of them, have been a major:
obstacle to the human development
of the Poot. As shown earlier, the

- existing at_t|tudmal_ stances of most
- administrators, politicians and the

non-poor towards the Poor are an-
tithetical to the very Concept of

Janasaviya.  Existing attitudinal

“structures are the result of decades
“of training and practice; Unlearning
-and Re-learning, though an integral
- part of the Janasawya strategy, are

usually slow processes that take
years to accomplish, But Janasaviya

. cannot wait: it has to accompllsh-
- itself within two years.

The 'Uni'eaming_and Re-iearnihg
Process (i.e. Attitudinal Change)

-cannot be accomplished on such a

massive scale through Training Pro-
grammes alone. A change of attjtu-
des and values of the scale expected
in .the Janasaviva Programme can

‘only be achieved through a deter-
“mined National Effort, spearheaded

by the political will and Determina-
tion of the President and galvanised
into action with the political clout

‘of “his entire government. And for

such a national effort to succeed in
a big way, the socio-political en-
vironment should be so conductive
as to enable the nation to focus on
Janasaviya. The level of Success will
increase if the socio-political envi-
ronment of the country improves.

The J'anasaviya Approach recogni-

~ ses the need to uplift the Poor mo-

rally ans psychologically if they are
10 be activated into participating in
the mainstream of socio-economic
-development. But it seems ironical =
that some of the key words of the

Janasaviya vocabulary are themsel-
ves samewhat dehumanising rather
‘than uplifting: For example, to be

-called 'Poor’ {duppath) and espe-
~clally to be called ‘Estremely Poor’

{dugee duppath} or to be described
as one who 'has nothing and can do
nothing’ (nethj-beri} is not by any
means Uplifting — morally’ and
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DEVELOPMENT AND ECOCRISIS

Klas Samdell

Euodoey i often deliiedt ag *'the
study of plantsand okl in rela-
vt T thedt emvirunomeat.” (Flagaet
1975: 0161, dn ahis o shudy the
wEganism s man. Lo s indi-
villes (that the mun-neture relation-
ship i in foous. ds in bumean ecl-
age: This means thal usst e gics
e stratcgics ussd by aokleciduals
pit proups of individuals farthe

troacly sematificd S0 (hred layvers:

The top {oyer 5 COrmpoed of e
rrirestity, af Al Huent Familles’.
i oa seiall loger W Lainlles gre ewall
inpegratod s Lhe L?E'.I'BII;_Imel'lt
Fempeas frorn wdvich thes draw
may hecieiiis, Trayare sl st
Firci- it The existing ardor wnd
satdeal Iy doonatt dasicd ahurigey in
thir ewislng aoltipor scrromic Sy
terii 2 The brottom levar s The 8-
guel, 17 zrngists of tha Panrd The
laiiliies tHas aen ardy Ambigingily
integrated ints tho  Descloprman

Frucess Trough theay hawe st 1o
gail’. frorm tho axisting kil
rrarr i seatorrn, . Hon we wielvhelin-
= ity such 3 fesing of dafeat and
lwilire That they taks ao intersst il
e Econamicaerde grd e polil

va. [@ocessoas well, Thiz [ame stra-
LA - eoneisti =g af thi poar oo pol

ticaly =ilant and imactive. The mid

dla Javer,  Lkaugi small, 15 restlaes
amd e, 1consists of familiss
that are neither gecr qer afflient:

. Maithe: so pded a8 100 B, palieally
dorrtg et s paactive s mor s all-

leems a5 B on-omatistied  weils sk
exjcting cirdes Midd e sireturns |_H|I'i-
lles ara dairlky swcli v tegrabmd inds
tha Devalapmeant Procosss Bt thely
are ot intentated well erough o
sgrichy many of tha r sacins and aga

nicie aspiratinns, Groacraily thes
Want & ohanne [ thy axisting orcnr:

Une that willl proyide tham & hetrer
crance T satistiad. chance of siTis

Tididcl thair socral and soofnmic as
sirations. Tha middle stratim pro
dides. thet active - glermants of the
Folitioal | orocess: | Eisments  tha
strogye e paliticd] and soeoonic
sharnges Political dynanmism on the
ony band and chalienges to the exjs

ting codes @ndd threats to the sfabili

tgoal L Stale on the other, origl
mivte T this grlcddie lgvar nf Poljtjcal
BuCiely.

Lk

stilizatiom of natuce. 1t L& impurlan)
o notc that men abone Con channe
Wi condomicul behavivne . wnd wlept
cifficroat styaccaicy - at el

Man, Natore aud Derelopiment
Enwiran mental problems and fe-
soufee deplotion: ace not muinky
fechinical pradblcm but are the. but-
et of human porspectives amd
strategics.  Threo pooopul e
fearcoics (domimion’,  Caclese
adaptacion’ and - 'pasdve  adapla-
tinn’) were claborated upon vnd &
pase study wus carmied out in 50
Tanka o investigate 1o whiit extenl

The Jamgnaiga ol =i -t in
Lesating e args danmant battam
Jawar ol Poiticl Sociatyitn the
Deveinpment  Process. motivazing
thern witly hopag nf s =BG NIITRIC
||l|_||'|'|'.||"-| il ara i helier fraruere,
sinakinn ofl Graie merital SlaTs ofiin
ariiniy ane resignatitr, anc atbjr-
ting tham i1io the Palitical Prooess.
Easnifing the large hattom tayper of
Foliticel Society to pisticipale &G
tiwnly i L Poiiticpl Procs will,
no dohl s giter the paliticel e
Lisarice it ::.:-:iew Writn thr resi-
less imfiedle layer f@ridEes canlings
geilvely ppmpaigning lor chestyes i
the g% eting Baliticn-ceonamic

aftler 3 remntes what oy sue Hs
Geinq barrigcs tn Thelr soin-opdss-
FuE inpredament, thc ey gclive
ted bottam Sapns ooy ol least T
thie maxt fow woars o i ineelest
i activaly dofoncding 1he s=iEcing
ordar that = giving thern g new
Liraak i lifa

If e danasaviyie Programmne. sic
gueds, s Ukely tRal the infusno
al the middie kvl palitical activis-
50 the Political Ceder will b ir-
rraasingly - ransted st Aezai ool g
femva REME — by pro-fatus-Oes ast
wigen that can b e ied from the
i | aatidatnd: holloay' Eyer. On
the other hard, if Jznasaviva Frac-
tics lags far berind dangsavlva T
tice lanz far beblind Janasawhes Thire
kirgt- and the grogramme fals o
successfidly [rtedrats. Lhe bultom
laver dntd the Developreat W ains
e, Lhere  cun be il sieresd
paitleal pnrsss — epeclzily wlie
the Janesavive mansfits cesie an the
end of teeh vaars,
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Jhis comreptoal framewstk wag ge

Tlecrd s this physicsl and social ee-
ality.

Alarming repors alisal Sut:mi-
natcd watcrways, pralluted e aml
deterioration’ of natoral resoumes
redchivg srich increasing flequenc:,,
The need Tor & suacainahle mao-pa-
ture relationship SPMCATE AS e af
the minst crugial questinns for furre
development. A reccnt cxample aof
Ly conesrn s the report Char Corm-
mun Futore” by che Workd Cominis-
sivn on Lovironment and Dovclop-
ment {1957}, Althoughthe probloms
clisenssod in thae roport lask: insnr-
maountable; the suthors helicvein a
Toewerd’ in which the cowiroimen-
il rescarre base conld b qustained
gl even dxpunded. The ropart
wided, However, that! "The world
IR -q:li;:ki_',.I n;h;-:_.:ign strutesics that

il allers tabnoans Lo maove Croms their

proscar, ofies destmctive, processes

Liibhes - lowper o howswar, - tha
Jamisaniva Frnceas, thrnieh praxis:
colld rrsult Trogreator F:ﬂ.ifi'c.;ll 1N
rast. [heace thi Fargn Sottond layar-of
Pofitizal -Soeckrsy” prEanntly deor
mant i=- e nmicaliy. and: ooll-
il sectivarted,) ROt is found that
tAare A naT SANNGn resnlirgas
mait thric: rising aspiratiers, the
[l 'i'rir..'ll price o pav il ivdasd be
high. This cnulg happzn if atall
in the longer ran.

The Dewplapment Stretzny for rurs
correitics aee small urksn oo
i ribins jedied Inthe Janasaiya
Coanee ot is the dovgroprmgnt of largae
stk ol smal private -ow Ted
aintieiprizss Tursivearns and smplog
el grlu-.'laril.lrl With Sratr Institu
tigrsLrans oned to pay | sippoer
Live rele Dstlier thidn o domenant
saity iy & orivatissd aital soterprise
LYpPe  eConoimy iral cauld desulop
cut of 3 succapstul lanasavlya, the
Coaeepr impliss an indapencent
pricatised srmall anterorise ariented
Acvrloprent riodel. free af Sturn
EallEaege  and  Silale control: N
roclal that will enabis Insreaslnghy
nraatar numbers of eopla from
riral camrmanities and arhan nae
dan eamreanities ta entar the main
etream mf capitalist producticr,
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~ of growth and dcﬁeloPment onto

sustainable development paths.” -

Environmental problems exist in
both industrialized countries and the
‘Third World, albeit in different
forms. In industrialized countries,

for example, toxic discharges in air,

water and soil; over-consumption
and short-term speculations at the
expense of non-material values and
forethought are common. In the
Third World, on the other hand, it
is above all a question of a senstitive
balance between population pres-

- sure and natural resources, bearing

in mind such risks as soil erosion,
desertification and declining ground
water supplies. The declaration of
the UN Stockholm Conference
(1972:83) on the Human Environ-
ment states: “In the developing

~ countries most of the environmental
-problems are caused by under-de-

velopment.” International depen-
dency, for example, via transna-
tional companies and export of
natural resources is also an impor-
tant aspect of under-development
and the environmental problems.

So far, these perspectives_' of the
natural resource base have to a large

extent been neglected in the discus-

sions of  different development
theories and strategies. A broad sur-
vey of development research and
thinking indicated that: ““Due to this
neglect of the natural base of human
societies, only widespread fear of
global ecological crisis could bring
social scientists, and others dealing
with development problems; to
analyze development as a process in-
volving both society and the envi-
ronment” (Hettne, 1982:91).

The .point'of depar_ture for this re-

- search project could be formulated
as follows: The views and practices.

concerning the man-nature relation-
ship underlying the industrial-

growth-society are not compatible .

with the demands of a sustainable
relationship with nature.

" The problems concerning man’s

relationship with nature are not
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" solely technological. = Emergency

measures such as better purificaton
methods of waste water or indust-
rial smoke, - alternative energy
techniques, more stringent laws; all

may prove effective and may suffice

as short-term solutions, but in-the

long run, they are inadequate. A

more profound and realistic
approach requires a broad perspec-
tive on environmental problems
involving value judgements and
goal orientations. The environmen-

tal crises, both in the ‘developed, :
‘and in the ‘developing’ countries,

is to a large cxtent, due to an
inadequate - anderstanding - and
orientation of man’s utilization and

dependence of natural resources.

Agricultural practices in Sri
Lanka and especially those of the
green revolution are of signiticant

" importance. Yapa (1979) identified
the follwoing three main problems-

of the “ecopolitical cconomy” of the
green revolution: material  bias,
landlord bias and environmental
problems. The present study high-
lights the first and third of these as-
pects, including the underlying
strategy for man’s relation with na-
ture and its linkages to a natural sci-
ence perspective. The lafter aspects
could be tackled thanks to the col-

_ laboration with an interdisciplinary

research team.

Water availability and su.pply of

nutrients were successively selected

as focal points for the investigation.

These inputs arc generally recog-
nized as being scarce in the studied:

areas, The farmers’ views of the sup-
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Commoner

ply. use and need of water and nut-
rients in agriculture, were analysed
and compared with their practices
and with the conceptual framework
of man-nature relations elaborated
upon in the theoretical part of the
present study. :

Knowledge and information in

* such a time-tested system is an im- -

portant research area. To some €x-
tent information concerning this sys-
tem could be traced in the current
physical arrangements, practices,
tools, social organization and the
views, perceptions and knowledge
among the present farmers. With the-
ongoing ecocrises it is necessary to
gain all the inspiration and informa-

tion possible concerning the poten-

- tiality of a sustainable man-nature

relation. Or as Chambers (1983:92)
argues: “In most countries of the
third world, rural people’s know-
ledge is an enormous and unde-
rutilised national resource.”

‘Knowledge about man-nature re-
lationship in Third World colintries
is of interest not only in that context.
(1972:xxiv), among
others, pointed out that it is a false
idea that the modern Western World:
should be less dependent on nature
then other groups of people. *“The

© truth is tragically different. We have

become, not less dependent on the

~ balance of nature, but more depen-

dent on it””, This indicated the po-
tential of a reverse flow of informa-
tion from the ‘developing’ countries
to the ‘developed’ ones. The results
should hopefully also be valuable for
the region studied. This means that

even if the case study is carried out

in a developing country, it is not
primarily conducted with the com-
mon perspective for such a study,
ie. trying, from an industrial-
growth perspective, to formulate re-
commendations for the process of
further development of the Third
World country: Instead, this case
study was primarily carried out with
the assumption that it is fruitful to
try to explore some aspects of the
views and practices among Third
World farmers as a source of insight

-and inspiration, not the least for the

necessary process of further de-
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vilopmenl ¢l fhe industridlized

wisrlid,

Lo weduinl exlent the villages tradi-
Humully buve Beenanemamplc of an
indepenilen Ineally adapted system

¢ fe iy I san, Tt is clear that dor-
ing bomg pevisls O ancicnt - thmos,
ey af the villages in variouy wuys
were Led Ly exbensive sncial somc-
LUCES, 511|'_:-::.:;'|;]|_|-\;:|1rl}' after the 13th
centuey, dunng the Kandvan King-
dom anel Cespecialy i che carly
Boush penad, the vwillages wore
probilshe yuire isalaccd,  lacking
D meing ol crinmmanication and with
oy Little fiade with such things oy
prels manl neeall [Hetoige. 199553,
Tarmer, 197906, TLis cven more it
Tienll 1o e ernain e standard of ly-
iz, Tt craniples of Eamines wnl
ralatia cpidomics indiciats snmc of
fhe problems. Sume of the hasic foa-
tures dizeusged aboyve havie probably
heon in existence [or up e 2 LK
poars. For at lewst during some
prerioda, ehe villagers hive been 2ol
ely dependent ws sm BonsiTatemy
adapred o loval conditions,

A Deterlorating Sysieen

The  syslem nricfly o discurscd
ahore 35 disimegrating today (nr
morte  avcuraiely  changing).  As

pointed oul by Bllen [ 1982: 22} Ytha

stable  and  apparemidy  Donscr-
pationist strategies af manye =mall-
seale seonzelies e Targely an illo-
gion, ™ L he luconog sveiem doesoribed
abave s currently chanping tor the
folluwing reasos.

[0 A% i responsc o populabivn
pressure. {inel. village cxpunsivo
schemes') the houses of che villages
wieri: disperacd along the rowds, 'Lhis
daspe reinn diminishes sociul wber-
epce and inrcrpermonal contact und
Ealprs the difforeness between chenu
il homegarden cultvation. Lven
il the %illagers toy o keep up the
teaditinnal pactern of cultivadon, the
s il their purdens hos meressed
and the highlunds poee cupied ae
O average drier cormpares] L ileil
previous gardens, which were close
tor the tank hunds whers Lhe waler
tahle was high,

4

Gl Market ponctration and other
aprects of cutarnal influences (.,
[he evolution of new paddy cice Lo
privilely leased or frecheld mstead
af-the ald “share” system) muke il
chilficulc  po maintain  copeTslivn
withitie the dllaes. Cooperation i
o and more replosad Tee wage
lateeae, which was Lradilion By av-
nided. This, in tumm, onikss it -dif-
fcnlt ta, for cxsmple. mondan the
willage iFfgation sraclures,

(i) Population pressure and e
cultivation of czish crops, spocd up
the ehena oycke and Hhe same plot
aonatd b cloured and wesdlapain afier
il Bwa 0T thres veurs alnos-use,

The Crraditionul”  sysiem  illos-
rratcd sbove gan bardly Sy’ the
proescnr and furure popalition s of
the arca with wressunable welfars
The shorrening rewe merl o s irds
in chens cultiewtivn vs. T anstames,

& threwt 1o u sustared produsrivity

af chena Linls,

. During the Grst pict of may inyes-
fization the ntepvisws werc et sol-
cly fucub.cd n nifenents and water
a5 inputs in ageiculage. The whols
ranpe ol msdern and traditional -
puts (such s pesticideshorbicides
and draltpower) weic diseussed as
anpecis ul e Gomes ceostrarcgies.
Even if muel ol the penple wanted
to use mors ol ihe modcrn inpuacs
due ti the pulsoiial for inercascd
vields, they were also winrricd ahout
theg snpact o Tang, torm Aol fertility
weel {lie gualicy. of the foods pro-
duced, Oue af the 10 persons
seleizlesd fop the semisimactiared in-
terviews, ooy thice, fairy young
females <id nor cxpress Canxicty
bt The health and covironmental
elfects ol the indostrialized inputs;
this 15 probeibly aeonscquence of the
mieryiew Sitmarinn. The idoas con-
erning nepifive health cffeem prob-
ably were i fluenced b the fact that
drinkifie pesticides and herbicides is
a common et bl iosanmit anicide

in 5ol Lamka,

W any villagerd claimed that then-
dustralized inpnits had negative side-
effceta, and that! ' The various kinds
nf paddy rice have adapted them-
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qolves o chemiculs &2 at) " They
also said tha ™ When pestivides and
herbicides, tof, amd chemical ferlilie-
cry une wpplied lhe enrib prndmaby
beromes  inferfile, fovere  wenavd
LG5, 18 L am et i o amang
Lirmers o Tabposdapitiva  in
l{uru[u:_g.ﬂh TaizErict h'n.' & "Hcn-
miwishe [ptrs. cnm . 1384) the per-
:,l:plml:l al pezticides and herbicides
mishasy The paddy rice poisonons
wits o [ind, Sinvilart ) they be-
Lerved Ut 1he Fand wilk ger wsed to
the. agro-chiemicals, including. the
ghemmsal fertilizars, Thess findiopes
were SUTprising (A mons positive at-
L iede towsand the industridlized in-
pruts Tindl been cxpoeted, with'the ex-
e of the - peoblem: of pettinge
sy e Iviey them}, and were tol-

- Al up duterg the latter part of

Lhe wovestigation which wag focnsod
L e,

S et of Thig secpicism crmceTm-
ing the industrialized inputs was the
perecption that the ditferent inputy
weredernde nconeach other. *"Fhe
neas varictics necd the chemicyl fer-
rilizers” {3-3515). The perception
wis offci cxprosscd inoerms of the
zoil and the paddy rice bocoming
adapted 60, FUrRveae, Or used 1o
Heda gedieneniw, the chentical her-
tilizers. This sdaption was often ex-
pressed in torma of 1 soil dograda-
ticn, “There will haoa deercasc in
cthe fetilicy for somc time: after che
cheinical fertilizers have boeon used™
(210315 53

The rexdzpms fnr a deddme o precipitation
givan by the villngems wae: {11 deforestatiung;
1] lers Tespect for the Geds wmd mbsd: aod
fiii] had habavinir amomg peapls in e «i-
Inpeanid the cooniry.

Dreforestodlon

‘Uhe miost froguandy given ieason
was the clearing, of forests; " Them
& o rain boeavge the pingle hus
boen: clearcd. TF dhere “is jonjde
oweT 8 passing rain cloud temls o
stay’’ [arldiwlh Some people said
that incrcancd chena culire rron wis
ot & major reason for these perds-
lems, simce oo large roes were
[ielledd Fur thiv. Tt was the large
Leees which blocked the raim clagds,
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Crthers ool achen dlaar cheoa chlti-
vation (which  omisdy oecuis o
vong torcstel wais gl ly respaoms
hla: for  deforssta, - imd s
said that there bad Bocnoa theoe
fold increase 1 ihe e far ehena
enltvsiion dweig The last 15-23
veurs  ferhiank Tl w&hc 3. TheTo
scomed e beowigious gl Toss
vain-léss paddy des-nessl Tar mnrc
dryiand cultivilin deforssta-
tinm-loss rain. .0 Awrording 10 bad-
dumia Bandar: (L987E) the laicar
converad T of the pnlal land anca
i Sri Lankw in vhe veor P00 iy
s jhe et eoveraps - had
diminizhisd Ao appiosimarche SO0
aind in LORZ AL bad come dawen o
23,

With feeurd o the clearing nf
hih arestss it sould I noted that
the 1935 Taed Scilomont repoerl
Trome. thee single  willage  stuted:
“Emall  Gdlared paiches of Bicl
Eoresl noourin the aorch and soach
Sl

Tewas
sl peprerted rhat st o loostan &
fooe ear away there iz & large trace
ot high torest.” Mowadays almose
rex igh forest s seenin the drea.
Acoording [ 1 eonukacn
Flas A4 T of villnsers Cioosi-
dered toreye dektractinm 4a 8 Cquse
for droaghe, felloswesd by oxopaive
gsc o of water (29 2% und wets of
Cresd 247000 Colomists in this ssme
rerion  ploced defarestativo hicd
on Uheir Dst of cooses: (LEO%0,
proceded by ncty of SGod C20E
0% R4 15 8 B TS B LTS 1 T

"Lhe dittercoce beteeen the villa-
et wmd the colomist in the same
refdon. support: the perception thal
e upprebensions ol 1be villagers
LALLM ITRELL -!||,-e]’-.|r|,-e~_.l:;|_.i|':-|| AT
pepuioe; aml sl wnndy g sl
el Exlerogl Jndormnitinn Conusrmng
st ihiogs ws ensinanne il pro-
olbn.  Very [ew. persens o
uded-ar relerred o exigingl ol
foatlien wehen Ihe;':,-' :||1;|,|.H|.| Izt
delmestlion wis @ goasnn o
Ueersassl precipilation. Fawowcr,
b elilfacehy v kowewe foowhat wxtent
the v wf |bese nleas was -
el extemal i o whial e slent
thee slemmed [rom alider Delicfs
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which naw to oo large antent il
inle aoiren e,

lcasons given Tor ao ppcrei=e n
the area under cheaw solfscationg
were -populalion oo and e
incresed. demanuds ol poedividaals:
“Ic  to highor  demands  and
desites the jungle pets cleiced?
(o2l Ewen 0f thers are Liowss
against jungle clearing. chemw o l-
tivation s a neccssary parl el s
farmina system and - aceordiie o
Leach CISTL:EL . STarmsil wovern
ment vppastiog 10 cheaa ealliva
tion... ol all surle poes back alomgs)
tor the bemnnioe wl Bistish adaiingg
ration.” “LThe  villagers are o well
awure of thess resipeions. ko
thare i arcul pressurs: un 1he
restourees, camd. s Letch ahuady
wrole with regunl or the 1935,
“prichce movery G vcmrhed Teon
the legal Thewry (1971:462).

Ihe Lack il Birpe fds s printed

ot a5 cruesal Iod cheodcercascd

precipitai; - A0 the wind dashes
apiiost that doee, 1) rizes cdiveety,
:_1r|!_| '||'|r.r|;=. 1l 1I|.:-J|r; L caniys clonds
il 1he sk, cand then it will sturt
[he Fain.™ o) homd peopls
Lilined the cxtonsive colomization
sebizmigs Tric & large  part of the
e [oestatiom in the n:pi-.’:-n. A fowy
[ daTy |_||.'-i||1-.‘:-:'] aut the rale of the
fresr companics i the past.

Spicatiticalle it 15 wsl hnuwn
fiat onalares souls) the lorest
anocar influcndcy precipitulivn, o
tha Amazons, T4H% o precipiticn
iw transpired- from tha forest but
the informion conesmming the lin-
kage hotwcon the wocpetation ami
the atrpoaphore s this vweakes) pasl
in o the attempts b bBugld elaks)
climaie model: meliiling previpils-
tion 1. Boeswull, pers. oo,
Pty T wehuts exbent the o Lumest
cover intlacnees the Jocal spalil
distritaaticon of rwinBall in the woy
thar the turmers clhim isnt known,

Lanedy wod Kibes

Loty el ]'u|ig.i|.'-||5 rebcs =ras the
soecomd main explanafion for a
doeraize in precipilation, HHecausc
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weodo onot pay aiteobon o il
Capcls, thoy pay nuo dllenlion
g (o i) Admast sl ol

villupers: participated in the dnhy

oy scimonial mes. bul oen sl

tnpcr aaid that: Poven il b -
Aronics - arc - portormel. fhey ane
ant dong with any fath o them.”
Cl9a-EE 140,

Fad Heliashour

Bad beb:eaem snong the villi-
gors was (he third reason given (e
thia percived decrease in cain, with
et explicity linking, thiz o relisious
ptes gomd Gads; The: couniry -
arperal wax pentioned as being
ivalved: “LEspuld he the pover-
ment, it cweld he fhe poople”
f23ETLN0 When asked- wihat
ws the e Cepe v f Tend Behaviour,
the villapers pove cxamples of gen-
il soiml  omshchavionir such s
R 1 L ritilcrs, threity™
fd:1%4%1); or = the face that children
do oot even lenk  afrer o their
parcatys” E AL F- The - paral-
ol between luomn Tsehaviour and
cmvineoimenl ol he traced buck
i wuridus wavs. A villager comli.
for exnmply, guors his fld schaol-
bouk, subaskithapa: VLike padiy
rice Tields and ‘gardens gmow in
proped rain and whand, wouwld pruple
tee piigeted by a proper king wod
inlellipnet minisrers. Like the foresl
po desiroved by the gosty winds,
evervthing will be destroved by
kings . and  ministers ol Il
Basbizvedioaar

Thiae . links .« betwccn 7 the
bocliavionr ol people {aot the leasl
mders) and phesnmona in oalure
[, Eavourible weathar conditions
fror agricallure]) Fonstitote a com-
rrcan and waeaenl clemcat in Asan
prhilosuphy, Nakaimura [I'J'Hi_:lf"‘ﬁl
refericd. be exonplos fron Lhina
and said the Duoildhist and Endiang
cthical syifemms fepch  that good
Tman hohavivur vaugcs favourable
naitial cooditons, and ¥iep versy
The general linkape betwcen bl
Fwinan beliesinne and aot pertoem
ing Tiles oy o Ieason for decren s
i precipilln s 2 comimon .[l:i.l.lhll'::
i zimlac cnkiEtn ehowhere (41
Rnutesom, 19



THE EXCHANGE RATE POLICY OF SRI LANKA

AND ITS IMPLICATIONS ON THE
EXPORT SECTOR 1981 — 1988

Erivanl Hehealle
Aosiroend - Tiretor, © Bonaaiin Folirp, - K
Larikon oo s D plapanne’ Mgl

(Towe views . expreseed. i this slichs are
thize of the imchar and ik i ey opresemt
the wiews of the FDE]

Imiredneton

With the collapac of the Bretton-
wood system in the gacly 1970Fs
gxchunme tate policy has Teen con-
sidered um - active instrument o the
manusgement of the economy by
toamy a {rovemminent. For oslioes
Profossor Lakshman  poinls vul in
his ztody that previiline svstems
wiry [rom independont or mzmageed
flaating o single ourmeney pegping
ar haskel o currency ncgging. The
Sric Lavkim Bupee since 1982 T
becn loked tw & maier curency
aml udjusted  according o (e
developments  in the  foredm
exchipe market. (Lakahiman B6:2)

Thi: cxchange tale bas boon 2oi-
sidercd & vital policy instrument in
the development of the cxpart see-
tor. Feoine g |heoretical porapocrive,
2 depreciativia L the Hupee will
resulr i an intresse in the prics
rcecived hy expurters in local car-
rency. Tnoa el counfry’ case,
it 15 wsaumcd that the changes o
the cxchange. rate will not Glfec
the irderoalions peices of o (he
CATs ar-the impnrts, This ts due
tir the fuer that the markat share
of o small coanomy is marginal ol
rannot have andmpact on che aggre-
Eille supple vr emand,

Therelvre, & depreciution i a
pickel sipnal  or exparters o
inciease ther volume of axports.
Tovariahly, wath o depreciation,
[oreipn exchunps o terms of Dol-
Lars el decling unless and other-
wise U supply 15 responsve o
fhie ctinnges 1 Tupes teloms of the
expoitens, The Lwourdble elfects
af the deprectution will~have 1o
frickle daw 0o the posiucers or

the minutacturees if this process
s o take  place. A “realictic
exchunge rage™, that ix, w Jepreciat-
ing. cxchange rite, = wonkidered &
pro-tequisio: for the creation of a
ondacive’ investinen! climate for
thies sxport secior, specially o the
develnping countiigs;

More  than  the  Mominal
Exchange Rale (MIEHY. which i
the - officially deglired rate; it s
the Real Fffective Lixchangs Rate
{REER) thil imdicutes the impact
of an exchinge  tate  palicy  un
exports.  The  rate of  inflation
vise-i-vig the iepdiog partners and
the net subsidy (Subuidies minus
Tuxes) will Wawe o be taken ing
e 14

The depreciation. of the Rupee
indhicates that For onc unit of Tt
VUCTERCY THOTE units af o rmipees
shpold Be puisd. In other words the
exporier . whoo  curns - forcign
exchanege will receive mam interms
ul Fupees when the rupee is depre-
crnliny wnd conversely importers
heive Lo puy mbTe in oworms of
Tupees [r one -unit of Dollar,
Theralire, a  depreciution would
resielt e an incrense in the profita-
bility of the exporiers while dis-
courmny the IMport soctor.

The gllecls ol o depreciation can
T veewend on terons of slisliciliss,
Thiz el appeoach & con-
raincd in the Maslial =T erper xon-
dirion: whicle states 1hat Cile sum
af clasticitics of demund for o coun-
try's exports and of demund for
it imparts-has 0 be gredter. than
unity” “for a ‘depreciation tn lave
i poditive. offcor on -3 councry’s
trude  balancc.  [Sodorsen:2iEG
Mevertholoss ima dovelnping eonn-
try like Bri Lanka. it i assumed
thuat the demend - for our o cxport
products iy elistic. In ofher words.
Ui splernaticnn ] macked cin absorh
whialerer amount we sOpply i our
sipply levels ore imsienificant

Ilinwever,"the fuvourable offcots
ol the deprecation will be craded
by inflativnary trends, If domcagic
st i compuratively higher
than 1be wllitwnury irends' of the
Iriding porloets, the desired Tesnlts
Wl pd e achieved.

Scope, Mcthodolopy and Limbta-

tidsms

The =eope of this paper 8 con-
Limed 1w the movements of the teal
eschamiee Tules and the behaviour
ol prce . god - vobume - indices of
crporis and mpeorts, Therefore, n
oider o esaloale empindcal  evi-
dence o eschappe rale policy io
B Tanka, the real exchunre rute
indices and the (rade imdices bave

boen amalvsed.

Lhae o the inebility 1o abtain
iri fomina oo, perliming to subsidics
andd lises, the elledive rates have
aat heen vosmpoled, The tessoos
Meing  that some of he sobsides
gramed Ty Govenuoenl apencies
arc product specilic:and e Laxes
are pfter apphied on o mdividoal
hagis. Thefelore, o penenilsulion
will ocomecal the actad]- sifaiin

The porind  uader  review s
PRIV and the base wvear for
the - compueation of all dndices 55
1981

Real Exchanpe Rate Movenienls

According b (e resl exchanpe
rate indiccs [Tuble 1A} fur the
trading partncrs; tho S0 Lankan
Bapec had approciated drastically
from 4] 1984 against all major
correneics. that ia the T Dollar,
the Sterlina Pound, the Deuischc
Murk, the Yen and the French
Uramis, However, simce 1984, thoy
fial shown o posiive deprecistion
wined] afler 1956 they bave exeeded
even 1he 1981 level. 'U'he mte of
deprecialivn with  rerard o the
Fresgch Trupc, the Deptsche kMurk
adl e Yen wre notubly  hieber
than for The Two inajor turmences,
e Dokl aod: the Pownd.

The real cxchange rate viz-a-via
Aommc. of our competitors, {Taklc
[B) that s, [ndiz, Pakiscan, Philip-
pines. Singapore.  Korca and -Thai-

e
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lamd, wo hid laken a dip sinee
1981 and reached the lowest io
1934 indicating an approcigiton of
ihe Bri Lankian Bupec againgt the
fip ol competitors, As & rosaln. the
peofitability - wl the S Lankin
CEPOMETs Vis-uvid he competilns
wrld have eroded, Hoover, zine
1954 chey tow hasd reenrded o'depre-
cigirnn, Yet eavepl for the Philip
pines proan, others bad oot reached
the 1981 lovel,

As discussed carlier, the depre-
ciatiom 15 indicative of the fuct that
the Sr Lankan sxpoitors el noent
Rupees for heir [umign exdumes
pamings, provided he Dolias price
af the poee in lecns ol foreign

I 1he short texm, the profitabiliy
will be incrcased, Trowill updesh-
tadiy be @ signal [ e ciporlers
to ncresse thedr supply levels.

Exporl Price lodices

1 the internatiom:d prices Temuin
the saoic. theorelically when there
is un appreciation. (he export poce
dndea should show o decline. Wil
4 epreciation, Lhe cxport price
imlex shomld rellect an upward
trenad,

However, poweding tothe snpir-
ical cvidenee, @t the height of the
appreciaiton, the cxpare price adex
lvad reached o peak in WH"r:EPEG'lil”g

CHrTency remainy the same. i Tespecr ol cleas mbber wn
= : — -
Tuble Li
TNDEX OF REAL FRCHANGE RATE
(gL = 1
|
Li5F l LEE L EYLN | FRENCH
FRANC
1881 1060 1000 ELHLL LR L RRE
T2 103 U, 3 LTI TEHL1Y a5
43 LEATE ! T U1 H7.5 T8
|95 B1.3 6.0 6Ly | 625 64,3
1983 094 B34 B3 = W 3
1980 2% 1K1 114 LLE T [
| ST 11T [12.5 15335 1251 1554
|_ Sourcey TR, Centref Bauk
Tahle 115
INDET OF BEAT EXCHANGE RATE
[F4EY = 1]
| ; I L
Frpidian Foren | Pakisn | Philtio- | Siiga-  Thai
| Jines  poera
fupae Wom | Mupee  Pesa | Dhoflar ekt
1980 118,11 o | w4 | vru | ods | s
19%1 L) A0 LR HALL 1N (RN
1982 s 0. T T g4 ga.T o2
1583 R BT 76,2 it 4 a5 S
1084 T e e ol 1
T3R5 QI il T3 SED T s
155G o1 i AR HI3.3 fh.4 bis
10ET 25 B 171 i35 T3 | uy2

| Senaree: TEY, Cemlral Samk

BODM AN REY T

e
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eoconul. (Table 23 'Uhis 15 an inds-
cation thit the intermativaal prioss
were very Faveurable during that
period,

in spite of & deprecmaon, the
prive indices had declined for pre-
civus stonca, cogunul pioducts, and
tesd i VORS and 19BA. The price
indies of miner wgnickltural pro-
ducls, and the imdustrial products
had  showm  an wperard | tend
throwghout  the porind  under
review, indicating Lbiat the exchunpe
rute had oot shewn muach af an
wnpract on the price cven when the
Rupes was appreciating. 1t is evi-
dent that 5 Laaka is a price taker.

HMipwever, seme of the exporiers
clain that when tlere ia 8 depre
clution they reduwes the prices 10
he more compefilive, T this mea-
surc ia nid coppled wich an expon-
sion in- the supply level the depre-
gaiton will result 0 a decline in
[oreign cachunge earnings. 'Vhiy 1%
ol dosireble  congidering  the
chrapic Balance ol Pavmcnt prb-
[smws the country 15 wanfromted with
Bl presant.

Export ¥olpme Tndlces

with the depreciadon of the
Ruper the desifed remlt should be
an cxpansen i the export supply
levels, This trend has ool been

Jeflected in prodict sectors such

a5 rubber, and iminor  deciculieral
produtts during the period os they
had depicied a continoows decline.
Even in Led, the increade had been
marginul, The supply of agriculiuesl
products are. e dependent on
the weather patrerns of the counriy.

The supply positinn had refleied
pasitively un praard treod 1o 1he
product seclors, such as precious
and Acmi precieus stoncs und o
induacrial zeclor products.  Haws
ewer, preciows shomes being high
valug itcms. it 35 lhe price index
mare than the yoluwne index thut
shinnld be considersd an indicative

factar. {Tuble 3)
Anulysingr he ceal cxchaome rats,

export price and volume indices,
we could deduve 1hat a depreciation

31



-~ Table 2

- EXPORT PRICE INDICES

1981 = 100)

Categroy 1979 1980 | 1981 |. 1982 1983 | 1984 | [98s 1986 | 1987 | 1988
1. Tea 89 95 100 99 147 B LIeT o123 g 55
2. Rubber : 89 97 100 81 101 119 v 97 108 | 125 169
3. Coconut Products 90 | 104 100 80 101 171 127 89 116 163
4. Minor Agricultural Products 85 93 100 110 130 137 41 | 148 | 154 | 180
5. Precious and Semi- : : : ; e R e | :
-precious Stones 111 105 | 100 95 83 841 99 | 43 53 31

6. Industrial Products 80 89 100 Mo a2s 1230 P oe i oase 222 263
7. Petroleum Products 55 76 100 D6 e A2k g L 69 92 71
All Exports 82 92 100 98 |- 125 160 142 126 | 146 166

Source: Central Bank of Sri Lanka .

does not necessarily mean an
improvement in the export prices.
If the depreciation is not reflected
in the prices, the benefit of the
depreciation would have been
transferred to the buyers abroad.
In the alternative there is a pOssi-
bility of exporters under-valuing
their invoices in order to retain
foreign exchange in the importers
country or transfer it into an
account in another developed coun-

try. Either way, it will definitely

be a strain on the foreign exchange
- earnings of Sri Lanka.

With a depreciation in the

Rupee, if the supply of export

goods remains inelastic, the desired

results would not be achieved in
the long run. In fact, the Balance
of Payments problem will further
deteriorate. e

TImport Indices

It the Tupee ' is appreéciating,
imports = will  be comparatively
cheaper while a depreciation will

cause the prices of imports to esca-
late. This trend is not quite appa-
rent when examining the exchange
rate indices and import price indi-
ces. During the period when the
Rupee was appreciating - against
major currencies in 1981-1984, the
price indices for the intermediate
and investment goods reflected
upward trends. (Table 4)

The import price indicés had
increased at an accelerated rate for
all import product sectors after 1984
due to the depreciation. There was

an exception in the case of the

intermediate goods which recorded
a downward trend in 1986, inspite
of the depreciation, This could have
been caused by the declining inter-

national price trends of Petroleum

-Products, Which constitute a major
portion of the intermediate goods.

The volume indices (Table 5)

pertaining to consumer goods and

intermediate goods, has recorded

a continuous increase during the

period under review. Even the
depreciation since 1984, had not
been able to arrest this upward
trend. The decline in the volume
index of investment goods may not
necessarily have been due to the
exchange rate depreciation. Tt can
be attributed to the deceleration
of the development activities in the
Mahaweli and construction sectors,

These observed trends, the vol-
ume increase combined with the
depreciation, would undoubtedly.
have brought about a leakage in
foreign exchange from the country,
Furthermore, the depreciation since
1984 is not reflected in the volume
indices of imported products. The
volume indices in respect of inter-
mediate and consumer goods indi-
cate a general upward trend. It is
an indication that the increase in
‘import prices is not a curtailing
factor, woh

Tmport Intensity
According to the Government’s

Table 3. _ -
EXPORT VOLUME INDICES
{1981 = 100)

Category 1979 19580 1981 1982 1983 1984 - 1985 1986 1987 1988
1, Tea 85 - 100 =100 99 88 112 111 117 113 123
2. Rubber 97 by e D o 98 9 91 84 80 95
3. Coconut Prodg¥ts 131 sl 100 130 132 86 165 171 123 61
~ 4. Minor Agri- e _ 2 L
Cultural Products 76 70 - 100 92 - pio 81 71 61 68 - et 98
5. Precious and i : : : : 2
; Semi-precious Stones 147 144 100 ~240 0 | - 376 280 202 1,385 1,424 3,954
6. Industrial Products - 58 74 100 107 e L 188 173 148 173 168
7. Petroleum Products 116 130 100 102 74 84 B8 114 85 113
. All Exports £ -R9 95 100 105 99 g 51 120 128 130 130

_Source: Central Bank of Sri Lanka
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programme document “PUBLIC
INVESTMENT 1988-1992" the
dependence on imported raw mate-
rials in the manufacturing sector
in 1985 was 89 percent, (page 62):
The  policy-makers  or  the
cconomists who advocate the
depreciation/ devaluation for the
development of the export sector
may have to bear in mind the
import intensity of the non-tradi-
tional export product sector, which
is approximately ‘65 per cent.

If we consider certain fiscal incen-
tives, namely the Duty Rcbate
Scheme, the Manufactur-
ing-in-Bond Scheme and the
Machinery Exemption Scheme for
exporters, it has been accepted that

imported inputs arc quite vital to

the production of export goods.
Therefore, a depreciation will make
such inputs more expensive, thus
increasing the cost of production.

Table 5
IMPORT VOLUME INDICES'
(1981 = 100)
- : . 4

Category i 1970 108G 1951 1982 1983 1084 1935 1946 19457 I 1988
1. Consumer Gaads LI 150 144 10 L 142 115 147 136 144 163

1.2 Food and Duink 197 165 100 Vi 136 175 174 154 1R3

1.2 (ther Consumer Goods i B4 116 1Mk 124 151 113 115 136 153 136
2. Lutermediate Goods 81 a7 10K 101 1) 108 s 10 136 131

2.1 Petroleum : 83 109 100 14 [ 78 113 Y | 6 108 100

2.2 Fertilizer | g3 124 104 43 35 53 E - ] 73 134

2.3 Chemicals 06 94 100 9B 113 142 130 194 lag 177

2.4 Wheat 5 26 3 100 0 a5 7 140 Sy H3 134

2.5 Textile and Clothing B1 3 100 R4 BH Y3 107 199 2 340
3. Tnvestment Goods &2 117 10Hk 103 127 125 oy | 94 L] m

3.1 Machinery and

Cyuipment 73 1 100 93 119 119 uB 92 o4 ity

3.2 Transport Equipment 133 177 100 147 147 131 56 124 126 1 1l

3.3 Building Materials | 53 157 ] 0 174 126 118 77 gl )
All Imports | 94 111 i Jou 100 110 114 bl 24 |- 127 ‘ 130

Source: Central Bunk of Sri Lanka

Even the Terms of Trade were
very favourable in the year 1984,
the best for the period under
review. Therefore, it may require
more concerted efforts of the Gov-
ernment agencies concerned with
the development of exports to
review the present policies to elimi-
nate some of the conflicting aspects
of the present policy package.

| Table 4 g
© IMPORT PRICE INDICES |
) {19818 = 100} |
Category a7 T80 1951 1942 19471 1934 1983 | igaG | 1987 | Tyos |
1. Consumer Goods (i8] 85 100 iy 9 a3 1 W7 126 149
1.1 Faod and Drink i Bl 100 A7 Bl 75 ] o A6 ¢ e
1.2 Other Consumer Goods 94 e} a0 11% 118 137 64 173 202 29
2, Intermediale Goods a2 jix} 100 i 112 119 . 128 08 111 126
2.1 Petroleun 43 77 100 103 103 108 ol o3 T8 71
2.2 Fertilizer i) &5 100 91 121 138 141 113 132 114
2.3 Chemicals a4 94 1001 113 115 1 132 130 149 163
2.4 Wheat Gl 76 pLLl] 1 02 114 110 108 491 117
2.5 Textile and Clothing 74 34 100 113 137 141 160 114 128124
3. Investment Goods Wl 98 100 11 17 120 133" 173 187 265
3,1 Machinery and
Equipment 9% 1 100 i 117 17 129 1o8 101 2493
3.2 Transport Equipment B4 96 104 116 113 123 145 159 202
3.3 Buildmg Materials T 82 100 117 122 127 136 i 203 219
All Imports (i} | 86 1061 104 g 114 113 114 120 157
Source: Cenmal Bank of Sk Lanka
- S )
It should also be noted that the Conclusion

escalation in petroleum prices will
cause an increase in the general
price levels of the country. It would
erode the profit margins of the
eXporters.

In analysing the Trade Balance,
inspite of the movements in the
real exchange rate with regard to
the major currencies, the value of
imports has reflected a persistent
upward trend. Ironically the Trade
Balance had recorded a wvast
improvement at the height of the
appreciation. Since 1985, with a
depreciating exchange rate, there
does not seem to be an imporve-
ment at all.

In this paper, I have examined
the hypothesis that a depreciating
exchange rate will resuit in an
improvement in the export perfor-

manee in terms of prices and vol-
ume.

.However, the empirical evidence
suggests that either an appreciation
or a depreciation does not have a
significant impact on the demand
of imports or the supply of exports
in the case of Sri Lanka.

Moreover, due to tne high depen-
dence on imported inputs, the cost
of production of export goods esca-
lates. Furthermore, more than 75
percent of the imports comprise
intermediate and investment goods.
Considering the limited resource
endowments of our country, the
curtailment of these goods would
retard development efforts.

An exchange rate policy may not
be the vital factor in the develop-
ment of the export sector. A vig-
orous export marketing programme
coupled with a concerted develop-
ment effort of the supply base may
improve export performance. A
cohesive and a realistic export pol-
icy at the national level and a
subsequent strengthening of the
institutional structure may ensure -
better performance.
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