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SOUTH AFRICA IN THE GLOBAL SYSTEM
THE STAKES OF THE STRUGGLE
FOR DEMOCRATISATION

Samir Amin
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OBLIGATION

AGAINST

POVERTY

Sergio Bitar

hile the world over, the preoccu-
w pation and the will to confront the
theme of poverty is growing, in Chile we
may affirm that there has been a consen-
sus of all the political sectors on the need
and real possibility of working to over-
come it within a short period.

Inthe recent past we have lived through
various stages and today we are entering
a new one. Until 1990 so much energy
had been expended in the political field,
on putting an end to the dictatorship and
restoring democracy and in the economic
field, on overcoming the recession that
derived from foreign debt and from policy
of economic liberalisation without protec-
tion,

QOur conviction was then incisive: we
had to win democracy to reclaim our
freedom and among all, to become master
of our destiny, implanting the respect for
human rights and solidarity among people.
It is on that basis, that we can face the
challenges of inequality and poverty.

From 1990, the Government of Recon-
ciliation fixed a priority objective: recons-
truction of democracy, setting up its
juridical-institutional bases, re-establish-
ing the climate of confidence in democra-

¢y, lost previously. For this purpose, the
handling of its economic policy was also
carried out, centering itself on two basic
goals: -

{a) Showing capability of efficient
management, with maintenance of
the macro-economic equilibriums
and growth,

(b) Paying the social debt.

During the four vears of democratic
government of Chile we have obtained
better results than imagined when we
executed the Economic Programme in
1989. Growth, employment and high
investment, reduction of inflation, increase
of social expenses and public investment
and growth of the real income of the
poorest are unquestionable results.

Today we are facing a new stage that

* will have to be expressed in a change of

the priorities for néxt government. Such
a change is necessary to respond to the
confidence the citizens have placed in
democracy and the process of reconcilia-
tion, The priority will have to be the
guarantee of a dynamic economy with
strong emphasis on social investment,
equality of opportunities and substantive

rédﬁction of poverty that still affects
more than four million Chileans.

This change of priorities'is not only a
national phenomenon. The end of East- |
West conflict polarising the post-war
world has opened the eyes to the grave’
inequalities existing within each country.
These realitics will develop and become
conflicting themes if there is no political
will and a social and technical capacity to
work.

Notonlyin Latin America, with its 180
million poor, is the situation acute. In
1990 in United States 14% of the popula-
tion was below the poverty line while in
1980 it was only 11.5%. The rate of
poverty among children reached 21% in
1992,

The difference between thé richest and
the poorest segment of the US increased
from 1012 times between 1980 and 1990.

Chile has advantapes and a new way has
been npened '

In relation to ‘otber Latin American
countries, Chile possesses an advantage:
we have won over a democratic space and
a balanced and open economy.

While rejecting both neo-liberalism
(which exacerbates inequality) and irres-
ponsible populism, we must find a new
way. '

We achieved much success between.
1990 and 1993. But it is not enough that
social expenditure is on the rise. We have
to ensure it's efficiency and that it has a
position impact on the quality of life of
the people, families and social groups to
whom it is dirccted. On the other hand,
we know that it will not be possible to
increase social expenditure continously.
Today we will have to incorporate new
focuses. Itis necessary to articulate a new
thinking that can obtain the support of
the majority.

We have the opportunity to reconcile
the vitality of the market and competition
with the improvement of the quality of
life, solidarity and ecological sustainabi-
lity.

A new way has emerged, thanks to the
technological change, the globalisation
of econemy and the revaluation of poten-
tiality and creative capability of specific
people. The new variable is the critical,
innovative and creative knowledge and
education as a factor of increase of
productivity, with the introduction of
new technologies. :

A B
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This factor permits breaking the vicious
circle —Iow productivity — low remuner-
ations — poor competitiveness — slow
growth. We may today aim at a virtuous
circle as a result of a deliberate effort
where one finds the energy and individual
initiative of the people and the efforts of
the whole of the national community to
raise productivity ‘and thus sustain the
increase of incomes and the growth rate.
Thisis a valid option for a young country
with an open economy,

This new dynamic'may be powerful to
counter and defeat the “conservative”
thinking which maintain growth and
equity are incompatible with each other
thus advocating the “trickle down”
approach,

And one should also reject the authori-
tarian technocratic option which negates
the ethical and humanist content of equity,
reducing it to a mere economic cost of
attaining, consolidating and perpetuating
political power.

Today we know that the improvement
of the living conditions of the majority is
not enly a political and ethical objective,
but a requirement for sustaining a stable
and firm growth. The social investment,
the equality of opportunities, the solida-
rity and the elimination of poverty opena
‘way to a human potential that is block-
aded. It is not only a necessary condition
for the democratic stability, now it is also
‘anecessary condition for growing rapidly
and improving the life of the people.

Basie Criteria for a New Policy against
Poverty ' .

We know that there are no theories,
truths, foolproof methods to achieve
immediate results.

In their absence, we must be guided by

hasic criteria, Some evident ones do not-

need claboration: stable growth, macro-
economicequilibriums, increase of invest-
ment, ‘especially in infrastructure and
protection of the environmental equili-
briums. ; : ;

In addition to these, we consider the
following criteria as important in inspiring
the policies of the future that must be
integrated into the Programme of Recon:
ciliation.

(a) The economic and social policies must
increase the autonomy of each person
instead of his dependence. This signifies
permitting the development of each
citizen. and particularly, children and

youth, of their capacity, enhancing
their role in the economy qualitatively
and quantitatively. 'In other words
human capital as a motor of growth.
The subsidiary/ assistential policy does
not help display the potential of each
person, does not induce a change of
behaviour towards a greater autonomy,
On the contrary, it castigates the very
effort, not giving it an incentive and
repeating practices and relations of
dependence and state clientele: Ttis a
question of “internalising” in each
citizen the social investment and dis-
playing his enterprising capacity.

If poverty is the impossibility to self-
sustain and satisfy the social needs by
working then we have to create in the
people the capacity for overcoming
that difficulty.

(b) The policies must aim at a stable and
qualified participation in the market. It
isa question of reducing of eliminating
the number ‘of citizens unfitted for
participating in the regular economy
because they do not have ability,
information, stimulas, health or mini-
mum personal stability.

(c) The State and the private sector must
create a network of basic social protec-
tion to protect the most vulnerable in
the following cases;

@ destitute sectors which do not achieve
aminimum for surviving and least for
being fitted, finding themselves in a
situation of structural misery,

® most vulnerable sectors of the third
age, children, housewives where a
great proportion of poverty is concen-
trated.

@ workers and their families in a crisis
situation due to temporary retirement
or due to depression and/or shut-
down of productive activities.

We therefore need a policy of “active
employment”, information and safety from
unemployment as well as a policy recon-
version in the areas and activities which
are declining or being shut down.

Areas of Priority Action

How to equip each one with a “proper
motor”, of a proper capacity to be integra-
ted into a dynamic economy? -

The priority areas must be: '

(i) To raise the educative effort and the
capacity, public and private. To con-
centrate on the hard nucleus of the
unemployed, youth with meagre and

(iD)

(iii)

precarious insertioninto the Labour
market. Also to concentrate at pre-
school level where there are the
greatest deficiencies.

To raise especially the quality of
education to obtain a better producti-
vity. The economic growth of Chile
will depend in the years to come on
the increase of productivity plus in -
increase of work force. To grow
between 6% and 7% per year the
average productivity per worker will
have to increase 49 per year which
has never occurred in Chile. In the
80’s the productivity per inhabitant
did increase just a very little. In the
years to come, the picture will be
totally different.

To reform the health system of today
that tends to ‘polarise and weaken
the quality of the attention to the
poorest, We must alse ensure that
the service provided by the public
sector is of high quality. The best
way to achieve this goalis the creation
of a mixed sector by integrating the
public and private sectors. The other
methods as decentrafisation of the
public services ending with subsidies
to the private sector,

A more intense support to the small
and micro-enterprise, urban and rural,
with financing, technical assistance,
co-ordination for marketing and
exporting. In those enterprises more
than 509% of the work is absorbed
and it is there, where lesser producti-
vity exists. :

The FOSIS is a successful experience .

-which today, regretably, has meagre

resources. In 1989, on launching the
Programme of Reconciliation, we

. thought of going much farther. The

(iv)

resources and the FOSIS scope have
to be widened, with a decentralised
logicin each commune of the country,
and as a "seed” factor for impelling
self-sustaining activity,

To Concentrate on the effort of
investment in social equipping. The
quality of life deteriorates in the
cities and in the villages and affects
the poorer and the poorest Tt ig
necessary to revert the irrational use
of lands, set up more green arcas,
improve the infrastructure and the

-urhan transport, instead of the private

one, make contralling plans, instal-
lations for sport and culture. Also to

s
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be equipped with electrification,
paving communal services, clean
waters, recycling garbage. There has
to have equipment too giving more
safety to the ordinary people.

This policy increases cbmmunal life
and destroys incquality.
Likewise, it contributes to the protec-
tion of the environment. The effort
ofinvestmentin housing must be re-oriented
today to the social equipping for a
better city.

{v) To carry t\hrough a reform of state
apparatus for raising the efficiency of
the social expenditure and investment
and for increasing the efficiency
public-management. and reducing
bureaucracy.

The speed of ‘attack on poverty will
depend not only on the volume of re-
sources but on the efficiency of their use
and efficacy of their products; on a
redistribution in favour of the poorest
and, in general, on policies of positive
discrimination as a form of operationa-
lising the public effort to dismantle the
various “chains” of exclusion, segregation
-and discrimination.

The efficiency will have to be raised by
the very beneficiaries. It is necessary to
build relation among those granting the
services and those receiving them. The
notion of protection of the rights of the
consumer is also valid for the services the
State gives.

A new style must inspire the public-
private relations. It is necessary to decen~
tralise power and management. It is also
passible to go beyond the privatisation of
services, towards enhancing the control-
ling, orlenting and overseeing activity of
the public sector.

More privatisation and decentralisation
of the services, more strategic diréction
and public regulation. And also more
participation ‘of the people to evaluate
and control the private and public bodies
that provide services in order to enhance
their quality and efficiency. The case of
housing is obvious. The privatisation of
construction must be accompanied with
a controlling plan and with a quality
control by the State and the users neither
of which does not exist today as they
must be.

Tostitutional Changes to confront Poverty
Economic measures are not sufficient.
It is necessary to integrate the economic,

social and institutional policies into a
global focus.

In three institutional themes we must
create new requests of participation. In the
past, we thought that the organised social
subjects (trade unions and others) would

‘be the vehicles for negotiating and correct-

ing the inequalities. Today the societies
are more diversified by way of groups
and interests. The problems and realities
would: vary throughout the country,
among the different are and gender groups.

-As such, we have to create diversified

spaces. of participation. The community
must be organised more around themes
and its physical position of work or
housing. The community is a primary
instance to grow from,

In brief, faced with a non-homogeneous,
reality, of great diversity, the attack on
poverty cannot be made with a centralised
State. and with homogeneous policies,
but with a decentralised system and of
high flexibility and variety with the partici-
pation of the human groups which it
seeks to favour,

" In the second place, the improvement
of the labour relations must be a factor of
stimulus fo creativity, innovation and in-
crease of productivity. This means to give
acollective sense to the enterprise, dignify
the worker and give him more spaces of
participation.

. The trade union policy must be nriented
beyond the wages issue towards education,
qualification, occupational health, safety of
work, quality of products and quality of
Hfe. : .

The strengthening of the trade unions
is not contrary to the growth as conser-
vatives maintain, Tt is the conflict for the
conflict, the exclusion, the authoritarian-
ism of the enterprise and also the orthodox
re-vindicationism. Yet, there is great space
for a new work pelicy together with more
productivity and more equality,

In the third place a reform of the judicial
system is the key to overcome poverty
and marginalisation, An inefficient, slow,
excluding attention, indignity, feeling of
insecurity before misdeed weaken the will
of integration and joint action, A quick
service, the local courts, for instance; a
community and collaborative action to
affirm security and dignity would improve
substaintially the future possibilities.

Democracy, Solidarity, Poverty
' Democracy which we are construct-
ingis undermined by the current levels

of _ihcq_uali_ty. Attacking the poverty is
necessary to affirm democracy.

Today we have a great possibility if
we think, not about liberalism and
market, but about solidarity and public-
private joint-action. This implies
having resources and. supporting at
least the present tributory reform. To
argue about it is irresponsible. We can
-discuss about the use and efficiency of
the resources, not about the need to
have those resources.

Equally, the enterprises must increase

- their effort. Greater marked freedom

.. also assumes more sacial responsibility.

Therefore a change of attitude on the
part of the enterprises is necessary.

Based on an ample political and
social consensus, we can overcome
this grave debility of the economic
and political system of the country.

. ‘We have to achieve democracy and
economic efficiency. Let us attain it
today by overcoming poverty and
inequality.

Cont. from page3

competitive experter? I think this should not
be the firstpriority. It should be to restructure
the productive system in order first to meet
thechanges associated with the redistribution
of income: more popular consumption items,
more capacities to meet the needs of estab-
lishing better productive systems in the rural
areas, better capacities to meet the popular
needs in housing etc . . . ., and less waste
minority consumption (private cars and other
items which are produced in South Africa in
nonsensical way). I do not exclude also
gradually of course introducing changes
needed 1o ameliorate the capacity of ‘the
country to export. But am fairly sure that the
first priorities - in my opinion - as designed .
above will make that target of competitivity
far away from being reasenable for anumber
of years atleast. In the meantime, the political -
economy of areal democratisationdoes imply
what I call "delinking", whether the concept
is popular or not.

- These are in my opinion the stakes for a
real democratisation, The alternative offered
is: (1) more "opening”, and (ii} a federal
political solution. I rernind that these where
exactly the two main ingredients of the po-
litical economy of Yugoslavia and where
strongly hailed by the World Bank again!.
We can see their results. '
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POVERTY ALLEVIATION: THE OPERATION AND

IMPLICATIONS OF

THE JANASAVIYA PROGRAM IN SRI LANKA
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Cooperative Rural Banks (along with other
major banks such as. government-owned
People's Bank, Bank of Ceylon, and National
Savings Bank) has been set up to transfer

money at the lowest level of government.

{Gramasevaka) units.

The overall program emphasizes the in-
vestment in human base and attempts to link
thesmall producers with big investors. Policy
makers assumed that village-based sclf-re-
liant organizations and small production units
would provide a network of linkages with
larger urban industries. Such linkages would
increase production, reduce overheads,
maintain low inflation, and generate sus-
tainable employment for the rural poor. It
seems thal the village-based self-reliant
economic thinking is similar to that philoso-
phies of Buddhism, Gandhian, and the
Sarvodaya Movement. The idea of big in-
vestorsin large urban industrial sector comes
from the concept of industrialization which
would hopefully bring about modemization
to the rural sector. The Janasaviya investment
money is instrumental in creating a culture of
small-scale enterprises and linking them with
those large industries, A country with over
TOpercentof people whose livelihood closely
linked with the agricultural sector needs such
a development strategy to promotc the "in-
formal economy." The informal economy,
whichhad been largely neglected in the past,
constitutes a highly dynamiceconomic sector
even though it is hardly reflected in the
nationalaccounts. There prevails anumerous
productive activities which actually con-
tribute to national development but are
unaccounted for in the Gross Domeslic
Product. The JanasaviyaProgram focuses on
developing the potential benefits of this in-
formal sector through its investment com-
ponent. The consumption component serves
as a safety net until the recipients are able 1o
investtheir savings in a preductive enterprise
to generate self-sustained income. The dis-
ribution of domestically produced food items
is carried out by a network of Multi-purpose
Cooperative Societies in villages.

Two similar successful stories come from
Bangladesh and the Republic of Korea, The
Grameen Bank of Bangladesh organized on
a small-group basis to give small sums of
credit to absolutely landless and illiterate
villagers (Hossain, 1988), Within 10 years,
the Bank has grown rapidly to over one
million members. Of this, 70 percent are
women and their repayment record is 98
percent. Inthe Republic of Korea, through its
Saemul Undong (New Village Movement),
the govemnment gave 300 bags of surplus

cement to each of over 33,000 village com-
munities to start development projects. To-
day, it has developed into build university-
type training institutes,

The Janasaviyaprogram is integrated with

other programs, such as entreprenecurial
training, extension services to cover agri-
cultural and agro-industry, credit, housing,
nutrition, primary health, and child devel-
opment. Among them, the welfare program
resumed to provide a free mid-day meal for
all school-going children in the country. The
Provincial Councils, implementing this
program, utilize locally produced food items
as far as possible. This will provide incentive
to the local producers to grow more and to
improve their income base. the popularizing
slogans such as "Income to parents and Nu-
trition to Their Own Children,"” are being
used te revitalize this pre-independent wel-
fare program.

MACRO-ECONOMIC
IMPLICATIONS

For the people of Sri Lanka, this self-
sustaining approachto alleviate povertycould
well be successful, like in Bangladesh and
the Republic of Korea, if the initial program
succeeds inthe implementation. If itsucceeds,
the possible impacts of Janasaviya in the
macroeconomy can be summarized in terms
of food prices, employment, and income
generalion in urban, rural, and estate sectors
(Figure 1).

Food prices are likely to increase because
of greater demand created by the consump-
tion allowance. A higher rate of inflation
may continue until the domestic food pro- .
duction reaches to a level that could satisfy
the new demand; however, the liberalized
import policy may have a direct effect on
local food prices. If world prices are higher
than: the domestic prices, which is more
likely, there exists an incentive to increase
local production. The anticipated dircction

_of change in employment and income gen-

eration may vary from one sector to another,
but if the domestic production emerged due
to greater demand it would generally in-
crease both income and employment.
Through the investment component, the
savings which can be used as collateral o
finance a host of productive enterprises in
every sector would increase the potential for
employment in opportunities and the
sustainability of income for families.

. PUBLIC FINANCING

The viability of this ambitious program s
based on the ability of public financing. The
necessary funds have to be gencrated either
within or oulside (or both) the country. The
level of national savings, which increased
from 12 percent of Gross Domestic Product
during 1985-89 to 14.8 percent in 1990, is
only sufficient to finance 76 percent of the
total investment in the economy; therefore,
necessary funds for the Janasaviyahave tobe

FIGURE 1
~ Anticipated Directions of Change in Food Prices,
Employment, and Income Generation by the Janasaviya Program

- =Decrease

Food Urban poor Rural Farmers Estate Workers
Components of Prices . | Employ-| Income |Employ-| Income | Employ- | Income
The Janasaviva
Progm ment N | R| ment N|R| ment N R
(First Two Years)
Use of consumption
allowance + Q + |+ 0 +| + 0 + +
1 Imported goods + 0 0
1 Locally produced
goods - +) + + |+ 0
~ | Bavings (invest in ;
microenterprises or/ 0/(-) + + | + + * [+ 0/-) |+ | +
and productive :
aclivities)
Notes: 0 . = Noeffect N = Nominal
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() = Parcnthesses indicate a (n) smallfindirect effect
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The Keynsian solution may be likely to
work in developed free market economies
- but it would ymlikely be operating in Sri
Lanka. The structural rigidities tend to inhibit
the response of productive resources to in-
crease money demand (Indrarathna, 1989: p.
12-13). The government intervention as an
agentoffacilitating free market conditions at
every level is needed. Forexample, the 1991
Janasaviya Exhibition has demonstrated that
small-scale production'can be generated but
there exists problems of marketing. The po-
tential markets for those products do not
adequately prevail in Sri Lanka. More im-
portantly, the domestic food production needs
to be a high priority rather than pure income-
generating ventures where no sufficient
markets exist. :

The higher level of income through the

increase of Tanasaviya allowance may create
anew setof consumption needs which can be
met by the increase of imports (more likely
“within open market conditions) or by the
increase in domestic production. Since do-
mestic production does not meet the needs of
food consumplion, at least at the initial stage,
the prices of goods and services would rise.
It is, however, possible that higher prices
would n_bt respond immediately to increase

the production. This unresponsive situation .

had occurred prior to World War I when the
government allowed the free market forces
to stimulate domestic food production. As
the Keynsian model predicts, the money
multiplier would work only if the level of
production increases. The response of real
multiplier on potential production usually
takes longer to be operational, especially in
agricultural-related ‘sectors, Until the pro-
duction activities are organized and the do-
mestic production comes on stream to match
the increased demand, some price escalation
could temporarily be anticipated. In the
meantime, the government should monitor
price level and re-enforce various channels
of marketing and distribution activities as
part of price stabilization. When and if the
production level on the rise, these measures
would no longer be necessary and the gov-
emment can and should leave the market
itself to govern. If this situation takes place,
the level of consumer prices would increase
at least moderately; if not, the increasing
price level would fuel the rate of staggering
inflation.

The logical basis for financing a em-
ployment opportunity comes from a Central
Bank study which indicates that at least Rs.
30,000 (1984 prices) would be needed to
create one productive job through a credit

— scheme. Ttis anticipated thatevery Janasaviya

recipient in a family of four or five will be
employed by the end of first year. This would
amount to at least 150,000 employment op-
portunities per year (300,000 in two years).
The reduction of unemployment is assumed
through the involvement of additional income
generating activities which could bring a
multiplier effect. The unemployment figure,
which is more than 12 percent of the labour
foree (about 1.2 million people) is oo high
for an anticipated reduction within a few
years, given thenumber of people joining the
productive labour force each year (at arate
of two percent). The Keynsian solution may
well be worked out in a long-run when labor-
intensive small industries in agriculture,
livestock, poultry farming, and other "infor-
mal” industries (i. e., handloom and handi-
craft) become possible avenues of sustain-
able employment.

At present, the country’s entire develop-
ment strategy is centered around the
Janasaviya which emphasizes the reform of
agricultural, industrial, and service sectors.
Numerous facilities in fertilizer, seed, raw
material, chemical, and other inputs are or-
ganized to target local needs. Extension
services for agriculture, cottage industry,
and indusirial sectors and, training and edu-
cational programs on enterpreneurship are
putinplace. The question may still remain as
o whether the educational and training of
Janasaviya can not discontinue the program
after a two-year period to reduce the poverty.
One may sirongly argue that the poverty
couldremain intact {or even increase)even if
families have reached a stable income, be-
cause of the decreasing purchasing power in
the economy. The Janasaviya program does
need to focus on re-targeting the peripherized
people on a continual basis because the
poverty reduction is itself a process.

CONCLUSION
The future success of the Program would
derive from the development of the follow-
ing areas:

(1) The ability of public financing without
distracting other investment programs
which provide necessary infrastructure
to facilitate the market-friendly business
environment and by avoiding infla-

= tionary pressure on the economy as a

result of internal (i.e., printing money)
and external means of financing;

(2) Furtherstrengthening of the institutional
system and promoting the efficacy of
administrative mechanism, especially
at the lower levels where politically
motivated negative forces could ob-
struct the program;

(3) Increasing the avenues of developing
entrepreneurial and managerial skills in
order to increase the indusirial and ag-
ricultural production, particularly atthe |
micro-level; and

(4) Developing a marketing process and
effective” distribution network by
strengthening the Multi-purpose Co-
operative Societies and other channels.

Despite some initial difficulties as ex-
pected, the Janasaviya recipients would lead
to an entrepreneurial class by developing
technical, organizational, and managerial
skills. In the past, Sri Lanka has experienced
high social and educational achievements
but the people from the lower income groups
werenotdeveloped withentrepreneurial spirit
for two reasons: lack of financial resources
for micro-enterprises and unfriendly busi-
ness environment. The Janasaviya invest-
ment component and prevailing market-ori-
ented policies may well be conducive to
unleash entréprenewrs from the lethargic past.

It is, however, premature to predict the po-

tential outcome of Janasaviya which is less

than three years old.

SECONDARY SAFETY NET

The Janasaviya Program emerged as a
two-facet solution to the budgetary problem
and to the mcreasing poverty. Itis expected
that the budgetary expenditure on food stamps
can systematically be phased out as the
Janasaviyaprogram comes to its completion.
The fundamental questionstill remains: What
would happen to the beneficiaries who may
not sufficiently be integrated into the pro-
ductive economic force at the end of two-
year period?

There is no independent evaluation to
justify this but the government data, based
on the May 1991 Program review of the first
round, asserts that about 57 percent of
Janasaviyafamilies in the countryhad already
achieved a stable income level above Rs.
1,500 while 27 percent achieved an income
level between Rs. 1,000 - 1,500. The re-
mainder of 17 percent, whose income stayed
below Rs. 1,000, 1s suill considered as the
vulnerable group (Growth and Social
ProgressinSriLanka, 1991: p. 84). forthose
who are still marginalized in the process do
need further safety net to succeed. The gov-
ernment Program has thus far shown several
positive changes among the poor. Should the
program be successful, it may change the
socio-economic landscape by completely
removing the Food Subsidy/Stamps Pro-
grams, which had for almost five decade
been aburden to the economic growth and by
changing the percepiion that people in eco-
nomic poverty can be as productive and

-i\%\\ -
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POPULATION GROWTH IN SRI LANKA:

A TREND PROJECTION ANALYSIS
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Popolation Projections of Sri Lanka

Plarmers and policy makers are inter-
ested in knowing the fulure size and rate of
growth of population for making realistic
policies for economic and social develop-
ment. Demographers who make population
projections have often been criticised, since
meore often than nol, their estimates have not
wrned out to be correct. Since the factors
which determine the levels of fertility, mor-
tality and migration have notbeen accurately
assessed, the projections have not been cor-
rect. But this is to be expected in any attempt
at projections for there are certain forces
which operate with unknown strengths, in-
tensity and consequenting the projections
never turnout to be correct. This has happened
in the case of projections for Sri Lanka,
including the exercise for the yvears of known
population. However, an approximation is
seen only in certain methods.

- “Anumber of projections have been made
for SriLanka’s population from time to time.
Two sets of projections for the period
1951-1976 were prepared by Sarkar (1957).
The first of these is a mathematical exercise
and the second the component projection.
The United Nations (1958) prepared three
projections for the period 1955-80 with
medium, low and very low growth changes.
The Department of Census and Statistics
(1957} has made two projections, with high
and low growth changes, for the period
1955-70. Selvaratnam (1959) preparcd three
projections for the period 1956-81 at the
request of the Planning Secretariat of Sri
Lanka and these were probably the first de-
tailed projection to be used in development
planning in the country. Though the projec-
tions have overestimated the total population,
these have nevertheless been used in a sub-
stantial manner in policy making for the
country. In 1970, Selvaramam, Wright and
Tones (1970) together prepared a set of three
projections for the period 1968-98, mercly as
an academic exercise.

It was in 1974 that the Department of
census and Statistics prepared a set of three
projections covering 1971-2000 with high,
medium and low growth changes and using
the component method on the basis of three
different fertility assumptions combined with
asingle assumption of future mortality trend.
Srivatsava and Abeykoon (1974) have made
four population projections in which inter-
national migration has been taken into con-
sideration. The four different projections
dealt with the demographic situation in Sri
Lanka. On the other hand Frejka (1973) has
compuied fivedifferent population estimates

for the period 1970-2150. The population
projections in Sri Lanka have been mainly
atternpted in relation to planning and policy
formulation. Atleast two purposes have been
indicated in the documents available for
perusal. The future estimates of population
have been taken into consideration in setting
various devclopment targets and the size of
the probable future population and its im-
plications have led to formulation of policies
for moderating the rate of population growth.
The housing needs, health, social services

~ and manpower have been and arc being es-

timated on the basis of population increase
seen through these projections. Thus popu-
lation projection forms one of the basic items

.of data. The planning authorities in the

country have fully realised the potential of
the projections in terms of policy and plan-
ning for age specific population (health, edu-
cation), urbanisation and investment in in-
dustries and other activities, most notably
services.

Population Growth in Sri Lanka

The first census was enumecrated in Sri
Lanka in the year 1871 and according to this
census there were 2.4 million people, The
census in the following years came to be
enumerated every ten years until 1931.
However, afier this cnumeration was done in
1946, 1953 and 1963 but only 1o revert back
1o the old practice from the next census. So
the successive censuscs were conducted in
1971 and 1981. The reason for the break in
the 1940s was the Second World War. The
first census afier independence was in 1953
and the second, ten years later in 1963. The
trend of population growth since 1871 indi-
cales that the population of Sri Lanka has
been growing rapidly after 1946. Population
rose from 2.4 million in 1871 to about 6.7
million in 1946 and in 1981 this more than
doubled to become 14.85 million. The ad-
dition 1o the population during the period
1871-1946 was 4.2 million whereas during
1946-81 was of the order of 8.12 million. In
the period between 1946 and 1963, the in-
crease was 3.93 million. In the 80 years since
1901, the population increment has been to
the tune of 11.28 million. The growth of
pepulation since 1871 has been very uneven
and this trend can also be seen in the percent-
age of increase in population as well as in the
average annual rates of growth. The rate of
increase during 1881-91 was 8.98 per cent
and during 1911-21 9.53 per cent and these
were relatively small when compared 1o the
rate of increasc in the following periods,
25.44 per cent during 1931-46 and 30.67
during 1953-63.

Since the interval between the successive
censuses has been different, the annual av-
erage rate of growth points to the nature of
growth. On the basis of this indicator, we can
see at least four basic growth periods: In the
first phase of 1871-1901, thenatural increase
in population was high and the international
migration was also relatively high: 1.3 per
cent a year and 0.52 per cent respectively.
The contribution in the growth of population
by internal migration has been estimated 1o
be of the order of 58 per cent. The second
phase (1901-46) on the other hand showed
still greater growth but the death rate has
already shown particularly significant de-
cline. The annual growth rate during the
period amounted to 1.4 per cent, a slight
increase over the first phase. However, itis in
this period that natural increase became more
dominant in determining the growth of
population of Sri Lanka. As the birth rates
began to soar, the death rate began to fall
rapidly. The natural increase during thisphase
accounted for nearly 85 per cent of increase.

In the third phase (1946-71) the growth
population in Sri Lanka was more rapid than
ever before and the natural increase was 2.4
per cenl. Interestingly, internal migration
during this phasc touched alow, evennegalive
after 1953 and as such the natural increase
became very dominant. In the fourth phase
(1971-81) the growth rate fell further, to
below 2 per cenl, essentially as a result of
fertility reduction. International migration
however showed an upswing, mainly as a
result of accelerated repatriation of Indian
estate labour and the departure of a large
number of Sri Lankans to West Asia and
Africa for employment.

Growth of Population by Agroclimatic
Zone

Although there are some microclimatic
differences in the district regions, we have
taken the traditional division of Sri Lanka
into agroclimatic zones: the wet and the dry.
The Wetzone consists of Colombo, Kalutara,
Kandy, Nuwara-Eliya, Galle,. Matara,
Ratnapura, Kegalle and Gampaha districts
while the Dry zone consists of Matale,
Hambantota, Jaffna, Mannar, Vavuniya,
Batticaloa, Trincomalee, Kurunegala,
Puttalam,  Anuradhapura, Amparai,
Polonnaruwa, Badulla, Monaragala and
Mullaitivu districts of Sri Lanka. In all, the
dry zone has 15 districts and the wei zone 9
districts. On the contrary, the geographical
areaof the wet zone is 23 per cent of the total
geographical area of the country and the rest
is being that of the dry zone (Figure 1).
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growth in the area under cultivation in
Anuradhapura district and the 118 per cent
growth of the same in Monaragala district
{Gunawardena,1985). The major reason for
the spectacular increase in population in the
years since 1946 in the dry zone may also be
attributed to the eradication of malaria, as a
result of which deaths declined while fertil-
ity and immigration increased.

Population Growth in Sri Lanka by
Provinces

During 1871-1981 the Western Province
has registered a high growth of population.
Even initially, in 1871 ithad ahigh population
of 575,721 persons (Figure 3). The popula-
tion has grown to be 920,683 at the begin-
ning of this century and by 1981 this has
more than quadrupled to become 3.92 million.
The lowest initial population was in the North
Central Province (63,743 in 1871) and this
rose to 79,110 persons in 1901 and this
increased more than ten-fold in the eight
decades. The provinces all have gained
population in the last eighty years in the
following pattern: a little more than three-
fold in the Central and Nothern, nearly three-
fold in the Southern, nearly five-fold in the
North Western. In terms of absolute numbers
noprovinee has'shown any decline, although
there were interchanges between the Prov-
inces on a larger scale, which in some in-
_ stances were large and in others small. The
" Central and Uva provinces have shown

slightly subdued increments in the last dec-
ade (1971-81) asisseen from the graph while
the province of Sabaragamuva has shown
clear low profile growth after 1953.

Population Profections for 1871-2041

The projected populations using the five
trend projection time series linear and re-
gression models have been computed for the
country as a whole, for the two agroclimatic
zones and for the nine provinces, which
together make uptwelveruns of the package.
A cursory glance through the projections
will indicate to thereader that the projections
computed by the exponential direct model in
most cases have been approximating the
actual census population (for 1941,1951 and
1961 in all cases, the actual population has
been recomputed for the purpose of provid-
ing evenly spaced-data and such figures as
computed have been compared with various
sources for reliability) more so than others.

The wend projection models vielded re-
sults for the country as a whole and the
agroclimatic zones presented are only forthe.
selected years: 1991,2001,2021 and 2041. It

iz May be seen that the projections from the
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time series exponential directmethod provide
near approximations for the populations of
the known years 1871-1981. So it follows
from above that the projections from all

* other methods, including those of the linear

models, since they do not approximate and
some cases far bigger than the known
populations, either over-or under estimate
the actual population and therefore not very
reliable as populationestimates of the future.

Thepopulationof Sri Lankais likely to be
in the order of 17.55 million in 1991, 20.74
million in 2001, 28.97 million in 2021 and
little more than 40 million in 2041. This
approximates the projection of Frejka(1973)
as quoted in ESCAP report of 1976 (espe-
cially projection 3, p.201). --..

If we consider that the same option of
direct exponential model projections apply
equally well with the agroclimatic zones,
then the Wet Zone will have a population of
10 million by 1991, 11.8 million by 2001,
16.44 million by 2021 and nearly 23 million
by 2041. This would amount to nearly 53 to

54 percent of the total population at that
time in the country. On the other hand, the
Dry Zone will have 7.5 million by 1991,
nearly 9 million by 2001, 12.6 million by
2021 and 17.8 million by 2041 (Figure 4).
Note that the other methods, as may be seen
either overeslimate or underestimate the
population for the future years. In some’
cases, they evenlook untrue and therefore
unreliable as estimates, An important par-
ticular piece of information that we perceive
from the application is that Sri Lanka's
population will have rate of change per pe-
riod of 18.2 per cenl (direct exponential) or
nearly 18 per cent (regression exponential).
However, in the case of dry zone, the rate per
period is 18.77 per cent by direct exponential
and 17.55 per cent by regression exponential.

" The other significant information that gain

from the projections is that in exponential
Tegression projection the population trend
expresses a positive increase over time and
this is stronger (r=0.9973) than that yielded
by the linear regression, (r=0.9569). This
particular inference can also be drawn from
the projections for both the wet and dry
ZOTIES.
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F ' : | SRI LANKA location of Colombo within it; the popula-

: tion will gravitate more towards it in the
P OPULATi ON PROJECTION I98|-204| future as ifdid in the past. However, the rate
- DIRECT EXPONENTIAL MODEL of change will remain comparatively low
Ha L : (19:11 per cent) (Figure 5).

The projected population for the island,
the wet and dry zone from the time series
direct model and the population as is evident
II is likely to grow very steeply for the entire
couniry, whereas it will more subdued in the
dry zone than in the wet zone. The projections
from the same model for the provinces are
presented graphically and the graph indi-
cates that the Western province will have far
greater growth in population in the futre
than any other and that the Northern province
will register the lowest growth possible
among the provinces. The Eastern province
will however register medium growth when
compared to other provinces.

04 L

961

88

The Reprise

-
n
L §

The paper has presented the population
projections attempted with the help of a
BASIC computer program package of Time
Series Trend Projections Models. Theresults
have been very salutary in that they have
been able to give us some idea of the sizes of
population likely to be till 2041-not only
with respect to the country as a whole, but
also in terms of agroclimatic zones and the
provinces. It has been seen that the time
series direct exponential model has provided
approximations better than other models for
the populations of known years and therefore
the results yielded from it may be more
reliable than those computed from other
models, for they have either overestimated
or underestimated the populations even for
the known years (1871-1981). As this exer-
cise provides for an understanding of the
likely levels of population in the various
administrative units, zones and the country,
as a whole it is very significant. The projec-
tions can be utilized for planning population
‘programumes, either for controlling growth

POPULATION IN LAKHS
R )
;] F 9
[ ] g

&

24 |

or dispersing population for a balanced dis-
tribution: However, the projections are only
as good as the data upon on which they are
based and have not however assessed the
factors for population growth, except by
taking the trends of the population deducible
by the trend moedels themselves.
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REDUCTION OF UNEQUAL DISTRIBUTION
OF INCOME AND THE EXPORT SECTOR -

PERFORMANCE

The Need to Achieve the Equal Distribotion of

Income for the Population

{zeorpe Perera

Acelatunt THr et Faport Threchopimest Hrard

| is the distribctivn of 1ovoow that
I deterrmines the level of living s living
standarls of the people {Raszputcain
19724, In 1ecent Hmse ok the global level,
chers L3 8 prowing swarensss that distn-
hutive justies should be considered ns o
devilopigsit prierity, A0 infernatianal
wvel, concemn rver the prowing mbernsl
inceme inequnlities in devclepiog
conneries was expressed in the seveadics
hy the vircolation of Ues sbegan, “prowth
with distritrwtazi” by iotcinalioosl ovgrak-
satinos, [The plethora ol lilvcatucs that
moccecd cobssgunily wai in faet ths
turoing puint in dbaccact prosth-domi-
nated develoament thinking).

Hosever, tedwtion of uoeyual distri-
butinn of income s oot bralicoowlly
consilersd nomacoo padicy varlablc o
developed couantsics, perbaps owing to
the abacnes of piering  insg:alities of
i dastribution ameng the papula
tion. For develeping cnontries, the
reduction of glaring income and wealth
diseribvtinn mill nes doubt provide a
cppdocive envirnnment tn accelerate
growth, inter nlia, by incrcasing income-
gl}.unrarj ng prennes frr the hattom strata
af eome caroerg and snenting their
Jmn'_r:itlatinﬂ in develnpment ackivities.

Hrowsver, even inthe nhssmee aof glanng
inzquniities, compared with nther South
Asian countries in &m0 Fanka pulivy-
makers were icom the very owbsel,
concerned abriul ackicvlie equitabls
distdbution ol incmoc. Even o the cacly

fiftica. government programimes jnelwd ol
this rhjectwe! Suhsequently, the ten-
vepr plan which wns rthe first secigus
neeempt 2t plnnning, Alsa idemtified eqnit-
ahle disiribution o nntianal income s
ne= 0f its fror nhjectives, {Fermpnda,
Llovd 1956, The five<vear plan ton, inrer
alia, aimed ot hridging the dixpaciti=s ol
incoime lving samlurds by raising the
e aived diviig sandarde of bew useois:
househnlds. In recsnt times the isene nf
“glistributive: Justic=™ nrxumes speaial
sgnificanee nRing to Apparent increRane
af ipspialities of income of the papularion
and the apgraeatien of voemploviment
prohler i rhe conntoy: Io faer duioe
rae peringd [0TT ea 1P8T. 7 L he tezoetlioe
uf government ecpendibare did nor hore
a lawwoutahle impace an Fhe poorest
somzent=off the papuintion, Terl incemes
readed to decline while no appreciable
el Ll wees ceident Dn the cnsmplog-
u:-:.‘:lLt:a!l.'a"l'_:l'Lm:Ll.nal.d:a.’l.e H.X.5 1927,
Tm rhiz eontexe, the pevernmcnl bas
geospted the poveiry allevialion as the
prieTite human rescuree Jowcinicht m
the everall develepnicnl programme . The
cubimaded prwerty ind=x of the country
[fur 1981 19R2) showws that 3. 15 nf eatal
tneume muslt be translerted from the
H0A-B00L La 8lie meos W climinate posvery
in'S7i Lanke (Gunaratas OPCITL Lhen
it ne drebe nnorhe soricty®a noendoows
eammraicnsst to errdicate the posaity of
n_r.:n'l].' nne-quartsr of rhe gepalption
[CannaTatne, L. 1557

Incomes Diatritton aud Experl Secirr

Given the Intportanc: ol reducing the
utcgual disrrbutinnol incnme, thers are
fundame=ntal reasrms it mAcTo levsl, for
th= necessirs nfsaricfacta Ty porn FI:_"_EI'_I:—
manoe o achieve this ohi=ctive,

Firstly, [ur an effective redistribution
of lneome W the ceobomy alang with the
E.I-'u:.]i-\.bhh_'.' al Ligemoe sswnes, sufficicnd
cradititied ol vssental commadibes muse
b pvailsble o a cecucreat basis or the
balko level inmee carners 0 translare
Lbelr newly acguircd purchasing prower
inteedfective demand. | kérelore, 2 nedistri-
brtien of lasere wil nat lead tn an
jnuréasy Jo consumption unless moarTe
poods Jocludiag smpuets, ate avatlable,
Amalwaing b wids diflerenlinls ul averuge
=7 anpitn expenditure on easential food
items by warims incame dsziise tles Flvs
Veor Plam hinsenneladed that Blew ineaes
meT capitn, is nnt TEsprncible o lpawer
cimsumption levels nfthe ponr, Batbseit
is o prohlem of inadeqnacy of lacal food
productinn ac well,™ [(Five YVear Plan
mags 1) However, in pddifion $o increa-
sing produntinn, pact expesicoee has
shamm rhat rthe cppntry weeda o gubsrzg-
tinl pmoanr nfimperred fonsueaes gr_u:u:lg
te setiafy the begic nosds of e poor
Fven to ipcrenss lorel production. &
cartain mininm Aroun of imporoed
matecials and ‘machinery are nesg 2.
rrenver, thecomalex lacets af paverry
also call For making availoble rewirsd
cquantities nl hailding materialy, essearinl
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items needed for sewerage systems and
pipeline water facilities for the poorer
sections of the community, and these
entail foreign exchange. Therefore, the
import capacity neceded for this could
come mainly from higher export perfor- -
mance. ' :

.Becondly, the increased exports are
needed to de facto elimination of unequal
distribution of income of the country
owing to the magnitude and the nature of
the income transfers, be they in the form
of employment or transfer income needed
to shift to bottom level income earners,

As per present distribution income
pattern, 23.7 per cent of the population
belong to income deciles below poverty
level, which is defined as per capita food
expenditure of Rs. 69in 1978/ 1979 prices
{Gunaratna 1987 IBID). Basically, alarge
income source at macro economy level is
required to create employment sources
for poor households in order to push
them gradually to higher income levels,
Among theincome sources, employment
incomie is the effective and lasting solution
for the poor to eradicate their poverty on
several counts. (Hewavitharana IBID).

* First, “alarge pool of employment income

will allow poor family members to pool

their income and meet the various basic

needs such as food and rice through a
family sharing mechanism.” However,
welfare transfers in the form of the rice

subsidy account only for about one-fifth-

of the total expenditure on food for the
households in the lowest per capita
expenditure deciles (Hewawitharana
IBID). Therefore, only employment
income could increase their effective
demand rather than improving their
supply base to a limited extent. Second,
with increased employment income the
households are in & pood position to meet
the unfilled gaps such as housing construc-
tion and educating their dependants etc.
Third, strengthening their economic base
in the above manner will help them to
make better use of facilities which are

likely to reorient their attitudes and

behavious patterns as well as partici-
patory abilities,

The need for the export increase in the
redistribution is also connected with the
need to spend a considerable amournt of
local and foreign resources to provide the
transfer payments along with employment
opportunities. These transfer payments

.. include food subsidies, education, health

expenditure, etc. which add to the real
income of the lower income earners, and
therefore, has an equalizing effect (Rasa-
putram 1972). “In Sri Lanka where
rigidities exist in every sector of the
economy the built-in natural law leading
to greater equality through growth cannot
function.” {Rasaputram IBID page 63).
The experience after 1977, which indicates
that there was a tendency to increase
inequalities and a serious deterioration of
the living standards of the poor also
clearly shows the need for preater govern-
ment intervention to guacantee the
purchasing power of the poor to push
them from the subsistence level. In this
context, transfer payments such as the
food subsidy, which is both a nutrition
supplement and an income supplement
scheme, can be very effective in the
redistribution of income to the poor. In
fact, during the period 1953 to 1973, there
was & greater equality of income, and the
major weapon of redistribution was the
rice subsidy. However, when employment
income cum transfers are shifted to the
poor there will be an immediate rise of
marginal propensity to consume among
the low income deciles, thereby generating
inflationary tendencies through increase
of aggregate demand which result in
reducing the purchasing power of the
poor. Therefore, what is required at
macro level is not only a large income
source to compensate the poor on a
recurrent basis but also anincome source
that is capable of providing required
purchasing power for the peoor, for a
sustainable period through imports or
local production. In this context, it is
only the export income that can satisfy
these two conditions and solve the unequal
distribution of income in the country, -

Fourthly, the income accured to the
export sector itself, has the potential to
provide 2 number of income avenues to
lower level income earners through its
spread effects and direct effects. At zonal
level since the bulk of the plantation
crops are found in the wet zone, which is
also the region of acute rural unemploy-
ment and under-employment in the
country, increased productivity resulting
in higher export performance may directly
provide income sources for the bottom
level income earners in this zone. Higher
export performance also invariably helps
to reduce the inequalities by strengthening
the income of a large number of small

holders of traditional and minor export
crop sub-sectors. In Sri Lanka, among
tea, rubber and coconut holders, 20%,
31% and 50% respectively are small-
holders.? (Dissanayake A.B. 1984, Tilake-
ratne 1984). Owingto low levels of profits
derived, a considerable number of these
owners fall within the lower income earn-
ings levels. For example, the net profit
derived from a acre of tea smallholdings,
vields only 3,000 kgs of green leaf, which
isequivalent to Rs, 540/ - per year (Dissa-
nayake A.B. 1984). Similarly, average
monthly profits of per acre for rubber
smaltholders in 1984 was only Rs, 150/-
{Dissanayake IBIL}), Therefore, increased
production/ productivity in export crops
may directly help in increasing the income
of the poor smallholders, and thereby
reduce the inequal distribution in the
country.

Finally, it is not to be forgotten that
although the country experienced major
export booms in 1950/ 1951, 1954/ 1955
and 1984, and a number of minor booms,
only the 1950/1951 boom resulted in
strengthening the inequalities. (See Corea
1975). Even in 1950/195}, the inequali-
ties would have been marginal had it not
been for the 1949 devaluation. The 1984
tea boom is noteworthy for equalizing
effects. In fact the tea boom in 1984,
which was instrumental in introducing
employment guarantee and higher wages
foremployeesin the estate sector, ensured
a fair share of export income to lower
income earners in the plantation sector.
{See Fernando 1988). Generally, the
export income generated during a boom
directly belps to augment earnings of
lower income deciles, and thereby reduce
inequality due to multiplier sources of
income available ' to them. In a boom,
therefore, poorer classes increase their
carnings from all these sources, and in a
slump they can suffer decline from all

~ these multiplier sources of income. (Kuru-

kulasuriya 1985). The multiplier sources
of income available for poorer classes are
given in Table 1. e

The |, analysis proves that export
performance of a high order is necessary
to achieve greater equality of income
distribution in’the country.

The available evidence does not suggest
that export booms result in inequality of
income. Even if there are tendencies
towards inequalities during a boom, as
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mentinned earlier, the expast Laxes ate
vezy allcctive in reclusing the inequal:dies,

I. In che eorly P90, whils secapiking the
nescl €0 Brldps the sneuomlitg gep. Lhe

gaverhmein! eled on diccooeased private
gecar evimpelifinn, [ur belber disizibalioz
ul inceme [See Rasapulram 1975

2. I'hu= the Five Year Flan has aplly wrpinl
the caa= ol nersaaing Tockl gl detiun Ner
effective redistribacion in the foliowing
words: Nif socinl jusiice i do howe ony
meaningful impact io rafsicg the standards
ol Hyving wi Lhe poorss s=clions of the
l.:-urnru.un.il'_-.lbr..rr muat be economiz: deve-
lopment. 1o praciiza] tecma 1his means
produving o milk. developicg o the
biskicg indusiry. growing new bes of
fend. crops, rehobilicacing the cocomsl
imlustry, producing vost romge of moss
cansumer geads asd gecemally rising the
lmez | of prodasioe.” [[ive Yeor Flanp. IT.
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INFLATION AND ITS RELATIONSHIF
WITH THE EXPORT SECTOR
AND ITS PERFORMANCE

AigBoance af the Moo Polloy Yeriahle
of Indfiatiom o ihe Eommnmy

C urbing inflation, kea been lrad:-
tinnAlly censidered B3 ooc of the ot
impooant mAcco policy objective i the
westarn econnmies after Warld War I1
Rut the phennmena of stpgflation hea
added a new dimension to this prohlem.
That mo loogst valadatcd the traditional
stop-go policles (zo wlhich one macro
sennnmie phjectwe wns secrified in arder
tr cuth inflation femporarily in fzking
the problem. To a developing open
=connmy Like S1i T.anka the infladanacy
process pssnmes A specinl migoificance,
partly hecavee of its innbility to mitipats
the trangmission nf imperted inflptinn
ariginAting in the western developed
conptriss Chtapathy 1982) and panly
tecance of its tremendons nepative sffect
on all the macro variables in the economoy.
In 5ri Lanka, before the seventies, infla-
Hon was et p;-.-mﬂn'llg.rmrhsidmd nmajar
problem, st beast by the policr-makers A3
in the bwe decades preceding 1572, prics

George Ferera

tnerzawes have heen mocdetnte sxcenrin
1450, 1951, (Central Rank 1975) How-
vver, ln Lhe seventics the lirst amel secimdd
wil $hewka broeweht inta neckoning indTa-
fioiyas A congiderable prohlen: o oom-ozl
develaping couwnleics like N lanka,
which experiencsl o suilden puthorst al
the Tate of milation. Vor example, the
cate ol whflalion of thes: ceandries ross
feemy 2445 o L9VE 1008 o 3250 dueiog
the period 1999-1983 (Colombage 1986).
Thersfore, rarly 1t the seventiss fles Sxi
Lankan Goverament oprted Tor price
etability and payment equilibciom cven
a1 e sxpence of grewth {Colombapee
[986). I noy event, achisviog price siabi-
Lirw miowe with cosctary debilibe is the
eajet Ahort-run objectire of the pene-
tary authortby 1o the cewnlry. (Easeoa-
s TUREL.

Inflatinn wid the Exporl Sector

The cruntry’s mflationacy proosss is
the nutcome nf B nmber of Jadipeaoas
whl carprnous causal Incrarts Associatod

with the nperm=cs and the internn! finsn-
cing problem in the canndry,

In this sesting, export performancs i
dizectly related to dnflarion pe certaii
prapertier al expartt perfrrmnnee conld
cithes briggor Lhe inllationary tend=ncies
e Act &8 4 dellalivnacy or counter-
inflationary fores. 1 is the net ellect nf
these propsnicl along with pther mare
imprreant fpcfore like joport price in-
creases, incranssd mogey supply. budgel
celicits, inter alin, rhat deternaine leesls
wl inllation inthe connrry, With separd Lo
inflatipn-induced facrors on the cxpurl
sector, expnr prics and caziings Lrigeer
price iNCTRASRE FiE SAOEGIOWY micchi-
nieme, whils the wape jacccases of the
olantativn sector and devahiarien s e
cxanst lccative package, rransmit their
inflocnee Lhiough crelogenrae meachp-
pisms. 1he cxpost prices transmit glahal
inflution via prices in internntianal
tizrkels {prios efiecd) whils expott ezr-
ninge frel allatzon by creating an =xcess

Economlc Beview Felruary 1903

Digitized by Noolaham Fd%fdation.
noolaham.org | aavanaham.org



demand in the economy through im-
proved current balances (demand effect),
augmenting the money income through
increase of money supply (liquidity effect)
and providing necessary purchasing
power for the community for the reali-

sation of other global linkages such as-

international inflationary expectations
and demonstration effects. (Atapattu
1982).

On the other hand, exportearnings are
deflationary to the extent they can bridge
thedemand gap through export financed
imports, and contribute to internal
revenue sources, which otherwise have to
depend on the expansionary banking
sources. In fact, the inflationary pressure
generated by export earnings in the early
stages of the Korean boom is not solely
due to expansion of the economy's
income per se, but also due to the autho-
rities” inability to remove the import
{exchange) control restrictions, thereby

to mitigate the strong pressure on demand

on the limited supplies of imported goods
as well. (See Corea .of 1975, p. 294),
Nevertheless, at later stages of the boom
the Government resorted to import
liberalisation to prevent inflation
(Sirisena, N. L., 1976, p. 15). However,
even if exports can act as a counter-force
to the increasing inflationary pressures
by making available necessary imported
goods and reducing the impact of expan-
sionary sources, one can hardly doubt the
greater inflationary impact generated by
the export performance in the above-
mentioned ways. In the following, an
attempt is r_riadc to demarcate the influ-
ence of these export performance-related
inflationary effects separately.

Export Price Effect on the General Prices
in the Country

. World market prices of the major
traditional exports of tea, rubber and
coconut may directly influence the local
market prices of these commodities and
thereby affect the general price level in
the country. These price increases are
reflected in the Colombo Consumer Price
Index and Whoiesale Price Index which
have weightage for export commodities
5% and 22.5% respectively. Export price
may influence these prices indices nega-
tively or positively, depending on the
world market prices of these commo-
dities. By and large, continued upward
pressute was generated by the higher
.. export prices from the end of the 1960s

when the world primary commodity
boom was in full swing. Only in very rare
years was there a dampening effect on the
cost of living indices owing to the lower
market prices of exports. Of the 23 years
during the period 19671989 export price
decreases were registered only for 9 years.
(Central Bank reports) However, owing
to the low weightage given to exports, the
impact of export prices on the cost of
living measured by the Colombo
Consumer Price Index is marginal. On
the other hand, one of the major causes of
the increase of prices at primary
marketing level (which is measured by
the Wholesale Price Index) during the
period 1967-1978 was the increased
export prices of the major commodities

owing to higher relative weightage given -

to export commodities in this index. (The
weights assigned to tea, and coconut in
the sectoral sub-index for exports in WPI
is 48, 29.9 respectively.) (See Central
Bank Reviews.) Therefore, the above
evidence suggests that by and large, there
was ‘4 certain amount of inflationary
‘influence from export prices during this
period. '

Export Earnings Effect on the General
Price Level Throught Demand and Liqui-
dity Effect

It is generally argued that export
earnings have a positive relationship with
inflation, owing to the export receipts
ability to create an excessive aggregate
demand (when the supply of goods and
services is” less elastic with respect to
price) — demand effect -~ and expansion
of money supply via augmenting external
assets of the banking sector — liquidity
effect (Atapattu, 1981).

In Sri Lanka's case, the primary effect
of the export receipts on inflation is
generated via the stimulation of external
assets in the banking sector and creation
of an expansionary impact on the broad
money supply. It appears that the demand
effect of inflation is also connected with
money supply effects through increased
liquidity. Therefore, in this discussion,
demand and liquidity effect of export
earnings can be treated together. It has to
be noted that most of the theoretical and
empirical work on inflation has identified
monetary expansion as a major causal
factor inflation in the country. (Karuna-
tilake, 1974, Rathnaweera, P., 1988, Karuna-
sena 1988, Ranaweera, 1974 and Silva,

"K. E. A., 1974). [Among the factors

identified for monetary expansion, the

increase of external assets was considered

a major cause of inflation. (Atapattu, op
cif). The recent monetary survey had also
identified the changes in net external
assets, along with the net credit to the
Government as the two major causal
factors of change in domestic monetary
agpregates (Karunasena, A, G., 1988).
The impact of the country’s external
assets brought about by higher export
prices on money supply and inflation is
sometimes argued on the lines of tradi-
tional monetarist theory, Thus, it is
claimed that under the fixed on managed
floating exchange rate system an increase
in external assets resulting from higher
export prices will cause exports and

imports to move in opposite directions,

thereby enlarging the initial gap. In this
scenario owing to g new trade surplus
generating from artificially undervalued

" domestic currency, the initial increase on

monetary aggregates will push to a higher
level, resulting in excess liquidity an
inflationery Pressures. (Karunasena, A.
G., 1988).

‘"The most recent model developed to
examine monetary policy responsiveness

to exogenous shocks for the period

1978-1987, also re-established the high
sensitivity of export prices to money
supply and the significance of changes of

-net external assets in effecting money

supply. (Karunasena, ibid).

However, in Sri Lanka there is one
specific factor originating from the export
sector itself that mitigates the expansion-
ary influence of money supply. This is the
ability of the Government and the planta-
tion corporations to increase their i’e\:renue
during periods when the export prices of
the plantation corporations (particularly
tea) are higher and reduce their credit
needs from the banking sector. For
example, during the recent ‘tea export
boomin 19841985, the Government was
able to reduce the bank borrowings due
to the high income received from tea
levies and the two plantation corporations
also decreased their credits from the
banking sector by using a part of unex-
pected income to repay their outstanding
debts. (Karunasena, A, G., 1988), There-
fore, the net impact of the increase of
export earnings on broad money supply
should include changes in external bank-
ing assets, and both changes in net credit
to the Government and changes in domes-
tic credit corporations.! However, the
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recent exper:enee relating to the 1984 t2n
b bas elearly demonatialed the inabi-
lity nl the (iowsromend and plantatien
secbior hozrowiges do evenioms Lotally,
the expamaonary cllods ol the mpoey
gupply. For cxample, jo A recene ectimate
it war ahowny thet the export esToing:
tprense of Atout Ba, 313 mitlinnin 1978,
wrnald only decrenss dnmestic credit hy
Fa. M7 eillion {rhreegh meductinn o
chanpes in net eredit o Government and
corporarioms ), leaving Rs. 305 mallion
excess maney for inflationary pressures
(Eammnnssnn, fhiafl, Inany case, sxpansin-
nary elfiects gcnercaled by cxpord
=2 mi_rp lyavs aipcessarily p direct impact
oo the monss swopnly of the sarmpmy,
alheit with a time lag, as exiernal asscis
hrpugat chout by export carmings is a
nart il the meney supply in the coentry.
Llvsfore, on che whals Uie sxper
i ingss vonnel Bkios 1o indlacloa through
denand and Lgundite effeta, are evideat.

Given the abowve svidenes, repprdiog
Hus caport priec aad calane abitlly to
contritote to iaflation, fellewing
Atapattu (1%8D e ean Twrher vepify
ilee staristzeal sigailicence of cxport
perfarmance and panerz| prioe [evs!
(dlnmestic] har escimating the ool Hcient
al dele ouoabon bt veen dooestic pres
lewel apd cxpoit carninea) prices. luo
addilion, sapect volumes are also
fzeluded a3 Indenendenl vaziables fe Lk
cquatians Flic oeaulls wblaaed e givco
bzl

«f .74 {or the qeqiod 1%&0. 1977, Toers-
fare, caporl carnings ability o oomtr buts
te nllaticn m the oxenl petisl appears
tebe moderals, Do the whole, 1be regres
sinn resnlre muppect the marginel coadsl-
hutinn of exprrr price effact nn inflakion
and the expnrt earninpgs moderate io-
liz=nc= on inflotiom.

fenials cetale WARE mrz.s. alnng wich the
uprward revicion of weges in the plan-
tations from [9B4, in fact increased the
pl.'ll.‘-l.'l:la.aing power ot n comtiderahle
sepeaont of the population, and therehy
strenpriened the segs: prha: spiral in the
counfry. Therefere, waee bicreassin the
plantasinn s=cror may funther Tusl indii-

TABLE 2

B S

Tape Aate Indices [a Orgendsed Privon Scetor s Govermovent Employees
{10RE-1080) 197 Decemober o 104
Trgurira’ Faanis el e renees
Hrkor n Ayravioe e PR E T TS BBt i Sy v Feipyraany
iyt
Fanr Mo Mra! Minnwor R Miktyisid  Rea Mg Fead
Frage Higz Hapz Hapd Wiga o Ripa ngel
fal Kbz Kl Kula Rata Raw LAt ] Axe
oo ferkee e T ks Tilai Timber Tovhar
[E Rt ] 1311 TIRA 1. 2. (IR E] (FLE] 12 LLis
LELS 1714 (RER 12kA a4 1355 E1 i) LR nz:
LR 1719 by 1214 3% ] g4 E ] 2dE.L nz
1z 1812 ([ Il REE g7 e LLLE M
e 13p.2 Inhq In: ] F:.1 1774 L L 111.7 34
HL =3 1 153 =1 150 LEL MES HMEA
1185 118 (R[iR 1 e 3 IS0.7 AR} 1M1 1212
111E e L 1A rril| FR.E 150 123 1974 pLAAL]
1T Lo | 1A =1 A 198 n 1914 k.l
(E1]3 A 1218 =7 i ey 13 bt 124
(ELE <143 ™1 T3 P i 111 LA | 1219
o Tkt
Lo iy |80 |G = E1 TH —§.1 (N Ja 1=F 54
= Trpd i nn
o gtry |[WA-100R TR 181 PRl 218 b3 R ') T 1

Fapord Sector Wage Increeses and
Inflatinn

The tecent developments in the plan
tzbinm suh-s=ctor among oches export

TARBLE !

- s

The Cffect ou the Exporl Sector 0w Domeslic Poce Level, L178-1907

Ind=pendert Varizhis Depencerd Varrrhie RELUTE LT w2
iy Pt M EA ol
fiy Xt o ; 75 03
3 B g5 004
"Whers B2 — b aaw iz al deiciminiom

time peciod

o s .
|

The nhave resiles indicars insigniioant
telntionshin hetween the vanzhles of
cxaost pricss sud vohomes with domestic
frice levsl Howewer, the B2 for export
earmms arel domerdic prices Bong L8 15
t=lztivaly signiticant althmegh no high
corm pared with 8o Atlapatin’s cocllwicnl

— rule ol ckanpe sl expan i
— rare of cizanpe of expart poice Index
- ropeart chenge of expare Yniunss index

- roee of chonge of GGNF deflotar

suh-kectnrs, ciearly, shamw the =xjoert
sactor tendencies ta contribuie to the
wnge price spitel. Tt ie estimaced that
there are &t least (030, THT peaple employexd
tn the plentatians are under trade rions.
(Fernanda, M, np o), The Employment
Cimarantee Act, =ocalisnhion af male and

Lign by Lnereasing tedal deoeod on the
ot baied, apd spooey supply o Lbe
other. Io so inflesionary situstion lsiph
dontestie pricez would fuclber cause
wages Lo docreadc. It shoewld ool b
farportan that wnpe increases hawe
nirepdy hecome anonfat nnnrF smree o
the counbey. (Atapailu, Lp e, aslso
Fogdrign 1981 ). Tn fact mimdmiem and ceal
wage tate inderes ol the agricultoral
workers pn Waes Board tradesin which
plantotinn warkers” wages consist of «
comsiderable proporion bad o teodency
Lowards upwar evlaion compared with
wtiver wape rabes Lo the elghtles, sspccially
after the 1984 mage revislon. The felle-
wing rable shoowa the incrcased wegs rabs:
indices of tha H.g’}.EI.L".I.I:H.T‘“'I.IEHLTrN LrHm-
pared with ather sectocs:

Infindnmury. Conmeeguenees of “Dievalen-
tiun™ in the Peckege of Expori Incentives

A dcwalue] sichange rate which s
siffleleat to compuensale the eapuost
codeavours through 4 high Fupee ra
l:as bean consldered as ane of the ouje
ilralepica i the Notional Bxpast 1heve-
lupioeat Plaos in the cowntry {National
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Export Development Plans 1983-1987
and 1990-1994). Subsequently, it is
argued that the country’s exchange rate
devaluations should be realistic in terms
of the Trading Partner Weighted Ex-
change Rate or Competitor Weighted
Exchange Rate, in order that this rate
could contribute significantly towards
export development (Yapa, L. F., 1988).
While advocating devaluation for export
development, the inflationary effects of
devaluation were also accepted by the
. First National Export Development
Plan. Thus, the Plan states “that a 25%
_devaluation would result in a 10 -12 per
cent domestic price increases” (National
Export Development Plan 1983-1987,
p. 12). Although the empirical basis of
this statement (calculation) is not clear,
the impact of devaluation on general
price level increases through imported

prices is widely recognised. One can

“clearly see the impact of devaluation on
imported prices by comparing the differen-
ces between import price indices based on
local currency and on foreign currency.
The following table shows the import
unit value indices in Rupee and SDR
terms,

Inrecent times, on the basis of declining
inflation rates in 1985 and 1986 (which
were 1.5% and 6% respectively), it was
suggested that there is a possibility of
manipulating devaluation for export
promotion without affecting prices,

TABLE 3
Unit Vale Indices of Imports in Terrus of Rupees and SDR

Consumer Gods Intermediate (foods Capital (oods Tots! Imports

Re. SDR R, SDR R, SDR R=. SDR
1978 i 1 109 i 100 (1] nn . 100 100
1979 - 139 135 163 158 162 157 153 144
1980 181 164 77 252 241 20 31 20
1981 164 103 s 297 23R nd 249 path]
1982 153 131 87 329 344 i 285 235
1983 207 161 388 anl A58 279 i 134
1984 196 147 424 kI A58 271 321 233
1985 : 186 132 524 m o8 21R k) 52
19R6 2B 130 §12 I 313 186 a7l 214
1987 246 126 al9 n7 336 72 412 ns
1988 310 142 i ral 159 164 483 214
1989 372 158 R09 343 A6 151 346 224

Mote: Tndices were caleulated based on Central Bank figures,

through a package of policies which
includes downward adjustment of the
import tariff and a check on credit ex-
pansion, Nevertheless, as mentioned
earlier, inflation in the country is a func-
tion of a number of variables, inter alia,
import prices, budget deficits, money
supply, export earning, export prices,
wages devaluations, etc, Therefore, a
conclusion based on a limited number of
variables for a certain period would not
permit us to agree with the above view.
On the other hand, even if all these
variables were considered together, it is
difficult to isolate the impact of devalua-
tion on inflation. While independently
affecting the inflationary process through
imports, devaluation affects the above-
mentioned other inflationary properties

as well. Therefore, it is doubtful whether
the effect of devaluation on inflation can
be suppressed by manipulation of the
other inflationary properties. :

Hence, while admitting the incentive
effect of devaluation it is realistic to
accept its inflationary tendency and the
consequences of devaluation on the
present export incentive package. As
mentioned earlier, the only way available
in the export sector to mitigate the infla-
tionaty tendencies generated by devalua-
tion is via the importation of necessary
goods to fill the demand gap in the
economy. On the other hand, there hasto
be a continuous increase of exports to
mitigate the inflationary conseguences
merely because devaluation has been
accepted as a necessary policy incentive
for export development,

Cont. from page 10

talented as those of higher income groups.

Poverty is indeed an inconvenience for bath

the poor and the rich; hence, it must be

reduced for mutual advancement,
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ALLEVIATION OF POVERTY
AND JANASAVIYA
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5 A develeping country. &ri Lanka

kas n poapulation of 7.0 oullisn
torwards the mad 1930 1% orld Bank Deve-
iopmend Reqazt). Focly elght peresnt of
the populalon cosssl of lLevssholds
cacniang Ieds then Ra, 1300/ - per montk
while 28% of che houssholds =ntn bess
s B, 700 -per menth, Moregver T45;
ofthe 5 Lankans are depeodents, Frnd
slampd webe piven te the bovceholds
caralng besa than Ra. T500- p=r manch,
bur thla scheme was fannd tn be inade-
quate inordsr ta1:pgrade the standard of
living ol the law iorome growps.

lanweaviya could bs best dalined as 2
bilvazig e poowes? of ke pow wlw ans
canght up in the viscions cirels of poverny
und earningan mooms kel the sehsisunce
Yevel. In s appecdal conceps sitpde s ed Pog
Firer rimie in a dearedeping eaonry. The npjor

ohjsclive of thie comeepl i allewintiom of

piverly aif e poorast seement ol Lk g
Tatan, Such muecgaaend poogrames b s
g s nesnar beon presencad by avw poli-
tedan or 4 philosopher iz b warld bistary.

The: JTanasaviya comeeps ig hnsed na the
valoe ofhameon rzranrce whichis thehiphest

resieree ab Ui warkl, Ueerelare, o nezjor
izl s bee ks o el e e
cegabis for the credannen ol sppoessi
arel Frusmrariom of ths people. I anald be
exirenely difFendt tr comceive o more ho
miasitarian ol which bis aopiesised
the errappesr need For develapmene of Fae
TIZIT 201 FERCLITCCE.

TheJuanasuvivapongrasnne cornplees iks

Jrd year ol egenaticn oe Sud vl 1952

and thres Tarasaviva roords lave b sae
wwsludly  ouplaated e acemal AUAN
Civizizas w54 Loanka, The propres: af
Tanneawivn  acrivities  ame chwm urder
Tanle 1.

Jamnzavivn proprnmme kas Lken nosieq
Firpwsamd Ly prowiding asvisianes o |y iy
vigipats Do el Lo ans Joouu 2 ST anks
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LI 30 T
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Tnrel which is ke kighest ircome earing
winmiry. Accurdngly Sri Lankavocupivs e
Gl place anrap o Low odouns carung
cotries, Tha manildy por 2ppifa neane in
Eri Lormien is caloelnred at Bs 1 HEH-.
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'BASIC INDICATIORS

GNF per capita* Lifa
Area Avarage srnua Average amual expeciancy Agult ilfitarcy
FPoputaion [thousands growth rata rat of infafion® birth {pearcen
{miiions} of square Collars (percany aroert] {pears) Famale Tolal
fmid-1990 Kifomutars) 1560 1865-90 1965-80 1960-90 1950 1990 1590
Low-income economies 3,058.3t 37,7801 350w 2.9w 8.0w 9.6w 62w 52w 40
China and India 1.983.21 12,849t 360w 3.7w 32w G.8w 65w 50w ar
Other low-income 1,075.1t 24,931t 320w 1.7w 17.3w 151w 55w E6w 45
1. Mozambigue 15.7 802 80 366 47 79 67
2. Tanzania 24.5 45 110 -02 56 25.8 48
3, Ethiopia 512 1.222 120 0.2 34 21 48
4. Somalia r#:] 638 120 -0 10.2 497 48 a5 76
5, Nepal 18.9 141 170 0.5 7.8 81 52 By 74
6. Chad . 5.7 1,284 . 190 -1.1 6.2 1.2 47 82 70
7. Bhutan 1.4 47 180 84 49 75 62
8. Lao PDR 4.1 237 200 43
9. Malawi 85 118 200 0.9 7.4 14.7 48
10, Bangladesh 108.7 144 210 0.7 15.9 8.6 52 78 65
11. Burundi 5.4 28 210 34 5.0 4.2 47 60 50
12. Zaira 37.3 2.345 220 2.2 24.7 60.9 b2 39 28
13. Uganda 16.3 236 220 2.4 21.4 107.0 47 85 52
14. Madagascar 11.7 587 230 -1.8 7.7 17.1 &1 27 20
15. Siemra Leons 4.1 72 o240 0.0 7.9 S8.1 42 ag 79
16. Mali 8.5 1,240 270 1.7 9.0 3.0 48 76 68
17 Nigeria 115.5 924 290 0.1 14.6 17.7 52 61 49
18. NMiger 7.7 1,287 3o 24 75 29 45 83 72
19. Rwandg 71 26 310 1.0 128 3.8 48 63 50
20. Burking Faso 8.0 274 330 1.3 8.3 4.5 48 21 82
21. India 849.5 3.288 350 18 7.5 7.9 59 66 52
22, Benin 4.7 113 360 0.1 7.4 1.9 50 B4 7
23, China 1.133.7 9,561 370 58 0.3 5.8 70 38 27
24. Maiti 6.5 28 370 0.2 7.3 7.2 54 53 47
25, Kenya 24.2 580 370 1.9 7.2 9.2 59 42 N
26. Pakistan 1124 796 - 380 2.5 103 6.7 56 e €5
27. Ghana 149 2385 380 -1.4 22.9 42.5 % 55 48 40
28. Central African Rep. 3.0 623 399 -0.5 8.2 54 49 75 62
249, Togo 36 57 410 0.1 ral 4.8 ) 54 g9 57
30. Zambia a1 753 420 =19 6.3 422 50 ) 27
31, Guinsa 5.7 248 440 43 87 76
32. Sri Lanka 17.0 66 470 29 94 1.1 71 17 12
33, Mauritania 2.0 1.026 500 -0.6 7.6 a0 47 79 66
34, Lesotho 1.8 a0 530 4.9 6.7 127 56
35. Indonesia 178.2 1,905 570 4.5 355 84 62 32 23
36. Honduras 5.1 112 580 0.5 5.7 5.4 : 65 29 27
37. Egypt, Arab Rep. 521 1,001 600 4.1 6.4 11.8 80 66 52 .
38. Afghanistan g52 : 42 86 71
39. Cambodia 85 181 50 78 B5
40, Libaria 26 111 6.3 54 e 61
41. Myannar 41.86 677 61 28 19
42, Sudan 251 2.506 115 50 88 .73
43. Viet Nam 66.3 330 67 16 12
Middlg-income economies 1,087.5t 41,1391 2,220w 2.2w 21w 85.6w BE ¥ 27w 22
Lower-middie-inceme 6291t 22432t 1,530w 1.5w 23.6w 64.8w 65w 32w 25
44, Bolivia 7.2 1,089 830 -0.7 15.9 317.8 60 29 23
45, Zimbabwe 9.8 381 540 07 5.8 10.8 61 40 33
46. Senegal 74 197 710 0.5 6.3 8.7 47 78 62
47. Philippines 61.5 300 730 1.3 11.4 149 64 11 10
48. Cote d'lvoire 11.9 322 750 0.5 94 2.3 55 60 - 40
49, Dpminican Rep. 7.4 49 830 2.3 8.7 21.8 &7 18 12
50, Papua New Guinea 39 463 860 0.1 8.1 53 55 a2 48
51. Guatemala 92 109 400 0.7 Al 146 63 53 45
52. Morogep 25.1 447 as0 23 7.0 7.2 62 : 62 51
53, Carmfgon 1.7 475 980 3.0 8.0 56 a7 57 40
54. Equaggr 10.3 284 980 28 109 36.6 66 16 14
55. Syrian Arab Rep. 12.4 185 1,000 2.9 7.9 14.6 66 49 . a0
56. Con 23 342 1,010 31 6.8 0.5 53 56 43
57. El Salvpdor ; 5.2 21 1,110 0.4 7.0 17.2 64 30 22
58. Paraguay 4.3 407 1,110 46 9.3 24.4 67 12 10
5. Pa 21.7 1,285 1,180 N2 20.6 2339 63 21 15
60. Jor 3z 89 1,240 67 30 20
- 61, Colomblg 323 1,138 1,260 2.3 17.5 24.8 69 14 13
62. Thailand 558 513 1,420 4.4 6.2 34 66 10 2
63. Tunisia R | 164 1,440 32 8.7 T4 &7 44 35
84, Jamaicg 24 1 1,500 -1.3 2.8 18.3 73 f
85. Turkey . 56.5 779 1,630 2.6 20.8 432 67 29 19
88. Romanla 23.2 238 1.640 1.8 70

Nole: For economiss with papulation of less than 1 million, sés Box A. 1; for-other economiss, see Box A. 2; For data comparability and coverage, see the techninotes. Flgures in

italics are for years other than those specified.
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tound, Hengce, it is most pertinent to examine
the constraints and problems at this stage. It
is necessary to look back at the 3 Tansaviya
rounds which have been completed in order
to achieve the targets set out for the future
Janasaviya rounds.

Recipients are awarded Rs.2500/- per
month for a period of two years. Of this
amount, up to Rs.1000/- could be used to
purchase goods while it is recommended that

Rs.458/- should be saved in a savings ac-

count. When Rs.1458/- is deducted for pur-
chasing goods from the total amount of
Rs.2500/- per month, they are able to build a
fund worth of Rs.25,000/- by saving Rs.
1042/- during a period of 24 months and
arrangements have been made for the recipi-
ents lo produce the receipt obtained for this
fund as security in obtaining loans from the
state banks.

Furthermore, Rs.3000/- per year will be
paid as interest for the saving of Rs,
25,000/- which will be paid in instalments of
Rs.250/- per month at the end of two years,
with the completion of Janasaviya.

Two main components of the J anasawyd
could be shown as follows:

First Stage :

Awa:dmg of the Janasaviya basket and
encouraging savings.

Second Stage:

Compulsary savings of Rs. 25,000/- dur-
ing 24 menths and consequently payment of
Rs.250/- per month as interest.

First Stage

Under the first stage, our attention is
focussed on the identification of goods
comprising the Janasaviya basket and exam-
ining the method used for their distribution.

The aim of awarding the Janasaviya bas-
ket consisting of 25 items is to create a
condusive atmosphere for upgrading the liv-
ing conditions of the poorest of the poor
earning an income below the subsistance
level. Hence, the major objective is 1o enlist
the participation of the poor for the develop-
mentprocess by developing their standard of

" living through providing nutritious food. In
other words, to achieve development through
developing the human resources.

Considering the Janasaviya basket, it is
evident that market demand has increased
siginificantly by enhancing the purchasing
" ~awer of a larger segment of the population.

Goods Comprising the Janasaviya
Rasket
1. Rice
2. Sugar
3. Cowpea
4. Green gram
5. B’ onions
6. Small onions
1. Potatoes
8. Vegelables
9. Fruits
10. Coconuts
11. Dry fish
12. Vita milk
13. Eggs
14. Fish
15. Clothing
16, Exercise book, pencils
17. Agricultural implements
18. Umbrellas
19, Tools & Equipments
20. Fertilizer
21. Kerosene oil
22. Clay pots, aluminium goods
23. Mosquito nets
24. Brooms, Ekel brooms
25. Coir

Since all items included in the basket are
purchased by the recipients a better idea
about the market situation could be gamed
by multiplying the number of Janasaviya
items by the number of recipients.

Weexamine below afew items purchased

by all beneficiaries:
1. Rice

2. Small onions
3. Coconut

4. Sugar

5. B’ onions

6. Dry fish

7. Cowpea

8. Polatoes

9. Eggs

10. Green gram
11. Vegetables
12. Fish, clothing

Table 3 provides an idea about the in-
creased market demand generated througha
Janasaviya round under this situation,

The Janasaviya programme seeks to fos-
ter the recipients and encourage them 1o

produce the goods consumed by them in

order to enlisttheir maximuncooperation for
increasing the Gross Domestic Production,

When taking into consideration the listof
goods scheduled to be distributed it is evi-
dent that the process involves an extensive
production programme. Steps should be
taken to increae the quantity produced and to
reduce the prices (o the maximum level in
ordertodiscourage any unfare profitmargins.
The objective of making the Janasaviya re-
cipients selfreliant will be totally abandoned
if the private sector is engaged in the pro-
duction of goods in view of achieving large
profitmargins. Furthermore, the beneficiaries
will be able Lo purchase only a limited number
of goods.

Under the circumstances, our attention

should be focussed on the cooperative sys-
tem which is exempted from maximising
profits in carrying out its activities. There is
aneed [0 commence cooperalive societies to
assist the production as well as the distribution
of Janasaviya items.

The primary cooperative socicties oper-
ating Islandwide play a major role in the
distribution of Janasaviya goods at present.
Hence there is a need to set up more coop-
erative societies to enhance the production
and distribution of goods. Apex cooperative
societies can perform a significant role n
thisregardinaddition to cooperative villages
whichis anoldconcept. (Similarto Colective
Farms)

Apex cooperative societies could be set
up in all AGA’s Divisions where the
Janasaviyaprogrammeis being implemented
while, cooperative villages could be started
in all villages coming within an AGA’s Di-
vision. Cooperative villages could be started
by identifying suitable projects through de-
veloping the technical know how of the vil-
lagers based on the resources available at the
village level while production, distribution
and sale of Janasaviya items could be suc-
cesslully undertaken by the apex societies.

Apex Cooperative socielies could enlist
the Janasaviya recipients of the respective
administrative division on contract basis or,
give subcontracts to the cooperative villages
{colective farms) formed by the recipients
for the production of goods. The goods
produced could be purchased by the Apex
cooperative society for Islandwide distribu-
tion,

* These activities should be taken by the
Department for Cooperative Development
in collaboration with' the People’s Bank.
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However, this situation will not arise if
the above mentioned apex cooperative soci-
eties can be set up in all administrative dis-
tricts. '

Table 3
Janasaviya Programme

Basic statistics on the consumer need under one round of the Janasaviya . . .
A major problem is that, the purcharsing

& aluminium goods Units 268,800
10. Coconut Millions 192 23. Mosquilo nets Units 1,920
11. Dry fish Mettons 192  24. Brooms, Ekel brooms Units 9,600
12. Vitamilk Packets 96000 25. Coir Met.lons 7.68
13.Eggs Millions 0.96
25 Districts 28 AGA Divisions 188,945 Families 47 Multi Purpose

Co-operative Societies

arcas, Unplanned production led to accumu-
lation of stocks and the failure of projects.
The Janasaviya recipients were not aware
that the goods should be produced according
to the market demand. However, proper
guidance was not provided and no attempt
has been made to remedy this sitvation up to
now. The state banks tried to implement the
Janasaviya programme only through provid-
ing quick financial assistance without iden-
tifying or evaluating the projects which led
to the failure of most projects,

Another reason contributing to the failure
of projects was the unavailability of raw
materials because the recipient lacked the
basic knowledge that the selection of projects
had to be based on thr resources available in
the respective areas. Furthermore, most re-
cipients lacked the technical know how—
particularly wih regard to producing high
qulity goods under a perfect market compe-
tition. They were only interested in produc-

§ - ing goods and were unware that goods need

to be sold at the market. Despite the facilities
available for the development of the techni-
cal knowledge and skills of the recipients,
duc to lack of commitment of relevent or-
ganizations goods produced were of low
quality and as a result remained unsold. The
cnd result was that the loans obtained for
such projets could not be settled and wers
considered as past dues.

2. Marketing pfoblems

Marketing problems can be identified as
a major reason for the failure of Janasaviva
-projects. Lack of an organized marketing
system and absence of marketing organiza-
tions to purchase the goods were the main
teasons contributing to this situation. Con-
stantly production was higher compared to
the demand prevailing in the relevant arca
and lack of marketing organizations to pur-
chase and distribute the excess contributed
to_the stagnation of'goods.

Item Units Total ltem .. Unit - Total centres already in operation have not been

. . Bl able to provide a solution or achieve the

1. Rice Met.tons 8832 14. Fish Met.tons 384 objectives set out under the Janasaviya

2. Sugar “ 480 15, Clothing Metre(millions) 0.576 programme. There were many instances when

i k these purcharsing cenires have functionedin

3. Cowpea 384 16 Exer«::xse books & order o achieve profits like private traders.
Pencils Millions 0.432

: “ . . Another weakness is that state banks have

4, Green gram 576 17. Agncullura}. Units 30,720 not taken any steps to remedy this situation.

implement This situation would not arise if financial

5. Redonions * 192 18. Umbrellas Units 11,520 aspects of the marketing problems were taken

o : i X into consideration in evaluating the projects.

6. B’onions 192 19. Technical equip- Units 960 Apex cooperative societies can be setup as a

menis viable solution for the marketing problems,

7. Potatoes “ 288  20. Fertilizer Met.tons 2,112 itwill eradicate the exploita";ion of recipients

and generatera resonable price and facilitate

8. Vegetables * 960  21. Kerosene oil Litres (Millions) 0.576 marketing. Setting up of marketing centres

9. Fruits w 96  22. Clay pots, plates on an Islandwide basis would facilitate the

production of goods to meet the demand of
the entire country. Remedial measures have
to be taken immediately to prevent the
Janasaviya recipient being treated as de-
faulters.

3. Unavoidable constraints

Constraints related to weather conditions
can be identified as the next reason for the
failure of projects. Therecipients obtain loans
mostly for cultivation. The cultivation may
be desiroyed due to non availability of rain
water or due to heavy rains.

Further animal husbandry projecis are
subjected to various diseases. The recipients
engaged in such projects will be unable to
pay back the loans if all the animals die of a
disease.

If Janasaviya projects are unsuccessful
due to such unavoidable reasons a new loan
scheme should be implemented for the re-
habilitation of projects without considering
therecipients asdefaulters. The credit system
of the state banks should be organized to
meet this need. The project rehabilitation
loans granted by the Grameen Bank of Bang-
ladesh can be used as a model for organizing
a suitable scheme for Sri Lanka.

The Agricultural Insurance Board can
play a major role to gemedy this situation by
educating and assisting the recipients with
regard to selection of a suilable insurance
scheme.
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The Uses of

Mass Media Theories

Senarath Tennakoon

odern mass media have captured
M everything everywhere in the uni-
verse. There is growing fragmentation of
the media with increases in the wuser
groups of different types of mass media.
The use of newspapers is growing fast
despite the increased growth, develop-
ment, and proliferation of other forms of
mass media, Research in USA has
revealed that better educated readers
have higher incomes and those in the
35-55 year age group are likely to be the
most committed readers.! Newspaper use
measurement would be improved if
standardization were sought and if use
measures were based on an index of use,
established by combining answers to
several questions asked most frequently.?

There are four mass media theories
that attempt to explain and assess news-
paper audience effects, The first of these
uses the user and gratification approach
that came into being in the late 1950s.
This theory has three basic tenets;

1. The people choose from the media

the messages that interest them

most,

2. The selection of media messages is
largely influenced by the gratifica-
tion produced by the message.

3. The choice of the media message is
individualistic, But this is influenced
by the socio-economic status of the
audience,

The lower socio-economic aundience
are influenced heavily by the entertain-
ment and the immediate: gratification
effect of the media content. The higher

\ """“ocw-ecnnomlc audience are influenced

by the delayed reward content of the
media message. The former do not rely
on newspapers. The user and gratifica-
tions theory is generally regarded as a
“weak media theory™ as the media have
very limited control over the audience
effects?.

The second theory deals with informa-
tion diffusion. It originated from the
diffusion studies of the US Department
of Agriculture Tn 1920s during the inves-
tigation procedures of farmers’ adoption
of hybrid corn varietiesd. The four key
areas in this theory are:

1. Informationflow follows a diffusion
curve, Some individuals receive
information directly; some indirectly
and the rest do not receive it.
Although the news dissemination is
simultaneous the audiences do not
receive it at identical times in an
identical manner.

2. The speed of arrival of a media
message depends on an individual's
socio-economic status as the socio-
economic status relates to media
use, The literate read more news-
papers than the illiterate and they
are better informed.

3. Different messages are received at
different speeds. Flection results
would rcach the audience more
quickly than the news of a famine.

4. Inacrisis situation most people first .

learn of it by word of mouth and last
from newspapers. In non-crisis situ-
ations the nature of the situa-
tion will determine the most appro-
priate medium for information

transfer. For instance, the radio
medium was the first to report the
bomb blast at Pettah and Havelock
Town in Sri l.anka in the recent.
past. '

Diffusion theory is also a weak media
theory as there is a lengthy and involved
process in information transfer. There
are flaws pertaining to the assumptions
about crisis topics, speed of transmission,
media effects and inconsistancies in
methodologys.

The third theory deals with knowledge
gap considerations. People in low socio-
economic strata are the media poor
audience and those in the upper socio-
economic stratd are the media rich
audience. There is a knowledge gap
between these two audiences. When the
flow of information increases due to
additional new media such as the cable
television and the proliferation of maga-
zines, the media rich will being to use
these new channels and the media poor -
suffer from a lack of knowledge, thus
widening the knowledge gap between the
rich'and the poor. This theory is a power-

ful media theory, It assumes that the

media poor makes less use of the print
media and spend more time enjoying
television entertainment. Apart from the
socio-economic “status, education and
perceived need for specific information
exert a great effect on media attention
and knowledge gain. In the media rich
there could be a “ceiling™ effect despite
continued increased information flow.
Previous knowledge on a topic exerts an
inverse effect dn knowledg gain. Inter-
personal communication could counter-
act ones lack of print media use in case of
highly relevant issues®.

Agenda setting function is the modern
theory of audience effects. In this the
media identify the issues that are inte-
resting to the audience and focus their
attention. Those important to the media
are given wide and vivid coverage. Thus
the media sets a public agenda revealing
the philosophy that the people carry
masss media messages.”

In the developed industrialised coun-
tries there is wide privatization of the
media and the information offered to the- -
public reflects the media owners’ interest.
In many less developed countries the
radio and the television are state mono-
polised organisations. Hence, public

i
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Letters to the Editor

Communist Labor Party
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