MA IQG/y VOL.2 NO.3 1974

QUARTERLY JOURNAL

THE U, N. AND THE NEW
INTERNATIONAL
ECONOMIC ORDER

GAMANI COREA
SRI LANKA'S NATIONAL

ACCOUNTS — Notes for the
Regression Enthusiast

ARUN SHOURIE
HOUSING DEVELOPMENT
IN SRI LANKA — 1953-1971
HUGH KARUNANAYAKE
GREEN REVOLUTION WITH Ta
WITHCUT TRACTORS —
The Case of Sri Lanka

IFTIH AR AHMED
CODE OF CONDUCY FOR
TRANSFER OF TECHNOLOGY
FORUM — Aims and Ideals of
University Education
HILARY CRUSZ

A
Published by
MARGA INSTITUTE

Digitized by Noolah
noolaham.org | aav.




§ MARGA

Editor
GODFREY GUNATILLEK .

Editorial Office
61, ISIPATHANA MAWATHA, COLOMBO 5.

Published by
MARGA INSTITUTE"

| I
| :

Digitized by Noolahgm*Foundation.

noolaham.org!| aavi haliam.org




© Marga Institute

M A R G A Vol. ’297210. 3

GAMANI COREA 1| THE U.N. AND THE NEW
INTERNATIONAL
ECONOMIC ORDER

ARUN SHOURIE 21| SRI LANKA'S NATIONAL
ACCOUNTS — Notes
for the Regression

Enthusiast
COPYRIGHT RESERVED
Inquiries regarding permission for republication
may be addressed to the Editor. HUGH KARUNANAYAKE 42 HOUSING
DEVELOPMENT

IN SRILANKA—1953-1971

IFTIKHAR AHMED 64 | GREEN REVOLUTION
WITH OR WITHOUT
TRACTORS — The Case
of Sri Lanka

75 | CODE OF CONDUCT FOR
TRANSFER OF
TECHNOLOGY

HILARY CRUSZ 86 { FORUM — Aims and
Ideals of University

Printed at Kularatne & Co., Ltd. g
Education

732, Maradana Road, Colombo 10.

Digitized by NogfaHgas Foundation.
noolaham.org | anaham.org




Marga Volume 2, Issue No. 3

LIST OF NEW CONTRIBUTORS

IFTIKHAR AHMED — Is on the research staff of the

' World Employment Programme,
International Labour Office. He
was Asst. Professor of Economics,
University of Dacca, Bangladesh,
Visiting  Fellow, Institute of
Development Studies, University
of Sussex in 1974,

HILARY CRUSZ — Is Professor of Zoology, Univer-
i' sity of Sri” Lanka Peradeniya
Campus.

HUGH KARUNANAYAKE — Is on the research staff of the
Marga Institute. '

ARUN SHOURIE — Consultant, Indian Planning Com-
' mission and formerly an Economist
in the World Bank. He was in
Ceylon on a number of I.B.R.D.
missions.

!
F
-
I

Digitized by Noolahafn Foundation.
noolaham.org | aavapaham.org
|



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

THE U. N. AND THE NEW INTERNATIONAL
ECONOMIC ORDER

Gamani Corea — in an Interview with Marga

This interview was given shortly after the Special Session of the
U. N. General Assembly convened in April this year. The deliberations
of the Session led to a declaration of principles and a programme of
action on a new International Economic Order. Marga regrets that
owing to unavoidable delays in releasing the current issue of the
Journal, the interview could not be brought to its readers earlier.
Although a few statements contained in the interview may have lost
in immediacy and topical interest as a result of the delay in publi-
cation, the main themes that are discussed focus on issues which are
central to the continuing global crisis.

Q: You will grant that there is widespread scepticism regarding the
capacity of the U.N. system to respond effectively to global
crises. It would be useful if you could first give us your own
impressions of how the U.N. initiative regarding the Energy
crisis came to be taken and how they culminated in the Special
Session of the General Assembly.

A: The Special Session was convened at relatively short notice.
Prior to it there was an attempt to deal with the energy crisis
in a more limited forum. It would be remembered that the
United States called a meeting of the major petroleum consum-
ing countries in Washington to see how best consumers could
react to the new situation caused by the increase in oil prices.
That particular meeting was not a success. On the one hand,
there were disagreements amongst the participants themselves
and, on the other, there was a feeling that the energy crisis
ought to be tackled in a more representative forum. It was
felt that the best forum was the United Nations system itself.



In the United Nations it was possible to bring together all the
parties interested in the energy situation —the developed
countries who claimed to have balance of payments problems
arising out of the higher impert bill, the oil producer countries,
and also the developing countries who were importing oil and
who were affected. It was only the United Nations which
offered a universal forum in which this energy crisis could be
tackled. -

Now, an initiative to harness the U.N. system for dealing
with this problem was first made by the French. The French
made a proposal to the Secretary-General of the United
Nations for convening an U.N. conference on the energy
situation. The conference that eventually took place was of
a different character. It was felt by many developing countries
that the present situation was more than a matter of energy
alone. The developing countries were of the view that it was
not only the price of petroleum that was causing them problems
but also the prices of many other of their essential imports —
manufactured goods, capital equipment, raw materials, ferti-
lizers and also foodstuffs. It was therefore felt that a conference
confined to the energy issue was not what was wanted to meet
the present situation,

Shortly after the French proposal the President of the
Republic of Algeria made a proposal to the United Nations
for a meeting to deal not so much with energy as such, but
with the whole question of raw materials and development.
It was felt that this theme was a more all-embracing, more
inclusive, and therefore a more appropriate one than the
subject of energy alone. There wasa good response from all
the parties to this initiative of the Algerian President, and a
decision was taken to convene the meeting at very short
notice.

Now, this meeting was different from previous sessions of
the General Assembly in many ways. For one thing it was,
as I said, convened at exceptionally short notice, with very
little time for preparation and documentation. For another,
this was perhaps the only occasion, so far, on whichthe General
Assembly met to discuss primarily economic issues. In the
past, economic questions were considered as part of the
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varied agenda of the General Assembly. But this session
was for the first time devoted entirely to economic subjects,
and I think it is a pointer to a trend that is emerging where
the General Assembly, which is after all the parent forum
of the whole United Nations system, is becoming increas-
ingly concerned with economic issues. I recollect being
asked by press correspondents whether a conference of this
sort — dealing with the question of raw materials — should
not, more appropriately, have been convened under the
auspices of UNCTAD. My reply was that there could be
no better forum than the parent body of the United Nations
system, i.e. the General Assembly, to discuss an issue like
this at the highest political level. The energy crisis has all
kinds of aspects - technological, economic and so on - but
basically the solutions to be adopted are of a political character,
and it was in my veiw quite right and proper that this issue
should have been taken up under the auspices of the General
Assembly itself.

To the average citizen, U.N. sessions of this kind often appear
as part of the interminable and inconclusive debate between
rich and poor countries. To your mind, is there anything new
and significant in the manner in which the U.N. system res-
ponded to the crisis? In what way, if at all, was the Special
Session different from similar debates in the U.N. Conference
on Trade and Development where developed and developing
countries join issue on the unequal relationships between
them?

I think it is to the credit of the United Nations system that
it was able to convene this Special Session of the General
Assembly at such short notice. After all, the new situation
was a particularly urgent and critical one. It was felt that if
there was going to be any action, this action would need to be
taken fairly early. Some people might have thought the
whole U.N. system too cumbersome, too slow, too sluggish,
to respond to a situation like this. But the fact that the
Assembly was convened, that it was able to meet at short
notice and was attended by spokesmen of a high level,
does point to the resilience and flexibility of the system.
I believe that something like 78 or so Foreign Ministers
attended the Special Session and addressed the Plenary. About



8 or 10 Heads of Governments and a number of other Ministers
concerned with development planning and the national economy
were also present. So it was an exceptionally high level
meeting of the General Assembly.

Now, it is a fact that there wasn’t a great deal of document-
ation. Some people thought this a weakness, but it was
a result of a deliberate wish of the delegations, parti-
cularly the delegations of the 77 developing countries (the
so-called ‘““77 — the actual number is much larger). They
did not want this to be the usual kind of routine General
Assembly session where a mass of documents were put before
delegations as background material. They felt that the issues
were sharp enough and did not need a great deal of supporting
material. There was a request actually for only one document,
and that was for a document setting out the facts regarding the
course of prices in general from 1950 to the present day. I
believe that was the only document before the General

Assembly. This itself wasa departure from previous meetings

which were submerged by a mass of documentation which
made it very difficult for delegations to see their way.

It was also recognized that there was a different spirit or
atmosphere at this meeting of the General Assembly. There
was a general feeling that there was a problem to be tackled.
There was a widespread desire that this problem be faced in a
spirit of “co-operation rather than confrontation’. Ithink it is
true to say that, by and large, this attitude was reflected in
virtually all the statements made at the General Assembly.
There wasn’t a great deal of the usual rhetoric in the statements.
There was a clear appreciation on the part of all, that
the new situation caused problems for various groups of
countries — for the developed countries, for the developing
countries which had to import oil and other essential items,
and even for the oil-producing countries themselves which had

problems of their own—and right through there was a feeling

that something needed to be done.

The real challenge which faced the United Nations system
and the General Assembly in the course of the debate was
how to capture and concretise the willingness to act and to
translate it into a really effective programme. There was

e | a2
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a danger that the opportunity might be lost, that because
of the difficulty of hammering out a practical course of action,
the chance given by the General Assembly might be missed.
In the end I think the result did turn out to be satisfactory,
but this was an anxicty which many people felt about the
General Assembly, particularly towards its later stages.

Now, one should not overstate this. Although the debate
in the Plenary showed this general spirit of co-operation, the
business of the ad hoc Committee was a more hard-nosed
affair, Here, there were real problems because of different
points of view. The committee was, unlike the Plenary,
the body in which the resolutions were drafted and hammered
out and in which attempts were made toarriveat a consensus.
There were no other committees at this General Assembly.
The normal General Assembly sessions are accompanied by

_meetings of the 2nd committee dealing with economic matters,
.the 3rd committee, the 4th committee, the 5Sth committee and so
on. This Assembly session had only one ad hoc Committee of
‘the Whole, and the task of that Committee was to decide on a
Declaration and a Programme of Action. And although the
General Assemblydisplayed a spirit of co-operation as far as
the debate in the Plenary went, thead hoc Committee hadto
come down to brass tacks and deal with real issues on which there
were differences of opinion. Nevertheless, as I said before,
the ad hoc Committee did, by and large succeed in capturing
the spirit of the General -Assembly for arriving at a concrete
result.

between developed and developing countries which seemed
to emerge from the debate in the Special Session — one notable
feature being a greater degree of self-reliance and confidence
on the part of developing countries, and an enhanced recogni-
tion of global interdependence on the part of developed
countries. Would you consider this a valid conclusion?

A: Yes, both these themes were manifested in the course of

Il

this Special Session. I think the developing countries did
speak with a greater assertiveness than before. There was a
feeling that the old relationships between the rich and the poor



countries were changing; that for many reasons the developed
countries were becoming, or were being made to become, more
aware of the fact that they themselves were dependent on the
rest of the World for many things of concern to them. The
fact that the oil producer countries, themselves developing
countries, were able through their concerted action to raise
the price of oil and to bring about a drastic change in the
whole international monetary and financial situation showed
that the developing countries were not wholly devoid of
instruments of pressure and power. . I think that this situation
made a psychological change in, so far as the tone of the debate
was concerned. There was a greater confidence in the way in
which the developing countries were propounding the themes to
which they were wedded. One of the themes which came out
forcefully was a strong assertion of thesovereignty of developing
countries over their natural resources, reflecting a feeling that
they must be masters of the geographical territories which they

command, that the resources which these territories contain -

must really belong to them, and that their use must be deter-
mined by them. The right of developing countries to nationa-
lise resources was also asserted very strongly.

On the part of the developed countries there was a
greater awareness of the interdependence of the global system
that was perhaps evident before. I think this awareness is
a new theme or a relatively new theme. One finds it begining
to take shape in the course of the discussion in the field of
human environment. During the 1972 Conference in Stock-
holm on the human environment the theme of “only one
earth’” came to the fore. There was a growing recognition
on the part of all countries that we belong to one planct, that
what takes place in one part has its inevitable repercussions

- on the other part, and that the developed countries can no

longer consider themselves as being in a position to act in a
unilateral fashion. Not only do their actions have repercuss-
jons on others but what others do can have repercussions
on them — as was brought home clearly by the action of
the oil producer countries. So this approach or attitude
did provide, in perhaps a very halting and tentative way, the

possibility for a new approach in international relationships.

In the past the developing countries were largely supplicants,
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They could only plead their cause; they asked for more aid
and assistance but had very little to give by way of incentives
to the donors or very little to apply by way of sanctions. It
was an unhealthy relationship. Now, in the present situation,
there is a feeling that the theme of-partnership has more
meaning than before; that the developing countries are in a
position to utilise at least some instruments of countervailing
pressure, however weak and embryonic they may seem at this
stage; that their requests could’ be supported with some
action or the beginnings of some action; and that the developed
countries need to respond simply because the status quo
was no longer tenable. One of the features of the Special
Session which was quite evident was that, there were really
no countries, particularly amongst the Western countries
and the Third World countries, which were wholly satisfied
with the status quo. Everybody had problems, everybody
wanted to see some change from the present situation, and
there was for this very reason, a willingness to grope for
solutions and for new approaches. :

The whole question of relationships between the Third
World and the industrialised countries is subject to changing
dimensions. In the “fifties the developing countries did not
have a strong voice ; many of them were still in a state of colonial
subjection or had just emerged from that state. There was a
halting effort to provide aid, but such aid was really a form
of largesse. It was marginal and peripheral to the needs of
these countries. Perhaps the donor .countries were under
the mistaken impression that, this kind of remedy was all
that was needed to tackle the profoundly difficult problems
of the Third World. Today there is, I think, a conviction
that these old approaches have run their course and that the
relationships between the developing countries and the
developed countries would have to be put on a new footing,

There are two elements in the new thinking and these are as
you have stated. The principle of self-reliance on the part of
the developing countries — not self-reliance in the sense of
national autarchy but a kind of collective self-reliance — is
beginning to gain recognition and to gather momentum. There
is a feeling that the developing countries can do much to help



e

- themselves, whether by taking action to improve the markets

for their products or by co-operating amongst themselves
to expand trade and to facilitate payments, communications,
transportation and so on. They do not necessarily have to
wait on the response of the developed countries before they
can make any progress. I think this theme of collective
self-reliance would be developed further in the period to come.

It is at its initial stage and I am sure that there will be a great -

deal of attention given to it.

The other element is that of co-operation. Collective self-
reliance does not mean that the Third World would cut itself
off from the rest of the global system and allow the other two
components — the Western market ‘economy countries and
the socialist countries — to live apart. Collective self-reliance
is conceived as falling within the framework of a system of
international co-operation. This theme is also being stressed
very strongly. If you look at the Declaration and the Prog-
ramme of Action that came out of the General Assembly,
both of which were drafted really by the 77, one finds this
idea of “walking on two feet’’. On the one hand, there is
the concept of self-reliance,” but on the other the concept of
co-operation. And there was a feeling that the more self-
reliance you are able to develop, the more successful you would
be in establishing a framework of co-operation because the
basis for this co-operation would be partnership rather than

supplication.

What is the significance you would give to the Declaration
with which the U.N. session concluded? Will it have any
immediate operational impact on the policies pursued by the
international community on the development of the Third
World?

Cf course, cynics could write off the Declaration as just a
meaningless or empty gesture, a torrent of good words and
intentions. It is true that the Declaration itself has no imme-
diate operational significance. But I do not regard the
Declaration as simply a meaningless gesture of this kind.
If one reads the declaration one does find in it some elements
that are new. Perhaps they are not all phrased in a very
definitive fashion. But, the declaration brings out the new

ﬁe i
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spirit of greater self-confidence and assertiveness amongst
the developing countries —the spirit of the developing countries
saying to the world at large that they are very much a part
of the global system, that their needs are part of the needs
of the whole system, and that what is happening in the Third
World is of consequence to the rest of the international
community. The principle of nationalisation has been
enunciated in the declaration. The principle that the develop-
ing countries have the right to organise themselves to get better
terms for their exports is also there. Some say that this is an
invitation to set up producer cartels which could be counter-
productive and lead to economic warfare between producers
and consumers. I don’t seeitlikethat for onemoment. There
is today a great deal of cartelisation —at least concentration—

* on the buying side of many produce markets, many commodity

markets, and I think that it would be a wholesome thing if
there were to be some degree of co-ordination of policies
on the part of the sellers of primary products. The principle
of producer action to improve the market did come out in
the declaration and that is new.

There was also the idea, which has not been spelt out at
great length, of a new international economic order. This
is a reflection of the feeling that the developing countries
have come into their own; that the old international order,
characterised as it has been by the dominance of a few developed
countries with the remainder more or less existing in a state
of passive dependence, has to give way to something different.
The exact characteristics of this new economic order have not
been spelt out, but the dominant theme is the sovereignty and
the economic individuality, so to speak, of the Third World
countries. The fact that all this has been incorporated in
a declaration which has by and large been accepted by the
General Assembly is a meaningful step.

Now, both the Declaration and the Programme of Action
were adopted by the Special Session of the General Assembly
‘without a vote. It was described as having been adopted on
the basis of a consensus. This does not mean that the developed
countries had no questions about these documents. They did
in fact have many reservations and qualifications to make on
specific points. But there was no dissenting vote or even an

L
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abstaining vote on the declaration and the programme of
action as a whole, and I believe that this in itself is a rather
significant step. UNCTAD is convening a Working Group on
a Charter on the economic rights and duties of states. This
was an initiative of the President of Mexico taken in Santiago
and the work on the draft of a charter has been in progress
and is fairly well advanced. It is hoped that something could
be presented to the General Assembly at the end of this year.
I think that the declaration of principles could in many ways
contribute to the work of drafting the charter itself.

Q: The Special Session seemed intent on a programme of action

which would follow on its declaration. How do you
assess this programme on its broad features as they emerged
at the end of the session? What role would UNCTAD have in
such a programme?

Yes, the General Assembly did come out with a declaration and
a programme of action. The programme of action itself
was in two parts, one of which was a general programme of
action relating to the establishment of the new international
economic order. The second part was a programme of special
measures to deal with the immediate situation resulting
from the increases in the price of essential commodities and
the difficulties which some countries were facing. Now,
I think that the programme of action is a very significant
document. Much of it is of course a reinforcement of earlier
U. N. resolutions and recommendations. But the programme
is wide ranging; it covers a series of 'topics. Many
people might have preferred a more selective action programme
focussing on fewer issues of- basic importance. But as it
stands the programme is a very comprehensive document
and deals with most of the issues relevant to the problems
of the developing countries. Many of these are, as I said,
contained in other U.N. resolutions and documents — for
example the International Development Strategy for the Second
Development Decade and the Resolutions of the UNCTAD
conference in Santiago. Many .of these resolutions are repeated
in the programme of action, but they are repeated for good
reason because many of them have yet to be implemented.
The programme of action attempts to infuse a new spirit of
urgency to the implementation of these earlier targets and
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resolutions and recommendations, and I think that this was
necessary and a good thing,

_ But the action programme has also elements in it which
are new. Apart from the programme of special measures which
I would come to in a moment, it has quite a bit on the whole
commodity issue, for example. The Special Session after all
was a session on the problem of raw materials and development
and it was quite natural that it should focus more sharply on this
issue as against the other issues which were also of importance.
On the issue of raw materials and development there is scattered
throughout thé programme of action a number of resolutions
which inject a new element ‘into the conventional approach
to the commodity issue. The old approach was that, “where
appropriate’” there might be commodity agreements on a case
by case basis ~ each commodity being taken separately. In
the programme of action there is a call for a more integrated,

a more comprehensive, approach to the commodity problem,

There is a call for an integrated approach to a whole group
of related commodities; there is mention of the possibility
of producer associations; there is mention of the need to
“index” or link the prices of commodities to the prices of
manufactured goods; and there is mention of the use of buffer
stocks not only for one commodity but perhaps for many
commodities. These are new elements that-didn’t exist before,
and there are many others.

So the programme of action does represent quite an important
step forward. The problem of course is howall this could be
implemented and this is going to be no easy task. On many
of these new issues there were reservations by the developed
countries, countries which would be called upon to act. So
the battle of really convincing everyone and of securing
concrete results has still to be fought and won. But the fact

“that these possibilities have now come down in the form of

resolutions passed by the General Assembly creates a new
situation, and it creates a new situation for UNCTAD because
UNCTAD is really r»spans;ble for the whole programme
relating to commodities.

Although there is a need for immediate relief by way of
financial assistance to the countries most seriously affected
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by the present situation, thisis not a basic long-term solution.
The situation is likely to persist for many years and one cannot
see countries living on relief or on grants year after year,
Basically, the countries in difficulties’ are in that situation
because they have not earned enough to pay for the higher
priced imports they need. It is necessary to look for ways
and means of strengthening their export earnings in order
to put them in a better position. And this brings us
to the whole question of their terms of trade. Now, the
experience of the developing countries regarding their terms
of trade has been unfavourableright through the ‘fifties’ and
the ‘sixties’. In the last year or two, commodity prices have
taken an upward course, but this is based on many factors
which may turn out to be short lived, and there are many

* commodities which have not shared in this boom. Tea is

a very obvious example of this kind. So there was a need in
the context of a special conference on raw materials to look for
more basic solutions, and it is in this context as the Secretary-
General of the UNCTAD, I called for an endorsement
of a new approach to the commodity situation.

I feel that scattered through the programme of action

are the elements of a new approach upon which UNCTAD can
build in the future. In addition, the programme does make
specific reference to UNCTAD and the need to strengthen
UNCTAD in order to carry out its responsibilities in the field
of trade in' raw materials. The programme does not allocate
tasks to each of the agencies and institutions of the U.N.,
system but it has singled out UNCTAD for specific reference in
regard to its responsibilities in the field of raw materials. This
really does mean that UNCTAD is called upon to make a new
effort in this area, and I for one would try to respond to this
call by the United Nations in regard to UNCTAD. I do think
that UNCTAD has a major responsibility before it as a result
of the new emphasis placed in the programme of action.

The second part of the action programme was the programme
of Special Measures. This, was of crucial importance. Many
of the other goals were of a longer term character which
involved work in the future, but there was the immediate
situation — an urgent crisis — and this had to be resolved. The
real test of the U.N. at the Special Session was whether it
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was going to end up with no solution to this immediate problem
or whether it would succeed in capturing the constructive
spirit which I referred to before and in translating it into a
specific programme. I am glad that in the end the General
Assembly was able to come out with this special programme.

The key element of the special programme was the decision
to set up an Emergency Fund to look after the countries
that are most seriously affected by the new situation. A
number of developing countries — the figure quoted ranges
from 30-40 depending on the definition and the criteria
used — are not exporters of oil and have been affected by the
increase in the price of oil. But the spokesmen of these
countries were at great pains to emphasise — and they were
right in doing so — that it was not only the price of oil which
has caused them difficulties. For many years they have been at
the receiving end of successive increases in the prices of the
essential things they import, the prices of manufactured goods
food, fertilizers and so on. These have been going up relentlessly
year after year as a result of the inflation that has been taking
place in the developed countries, as a result of global scarcities
in regard to food supplies, and so on. The increase in the price
of oil has come on top of these problems and has aggravated
them but it was by no means the sole difficulty encountered
by the importing countries. The developing countries were
therefore very insistent in saying that the remedial measures

" they required needed to take account of the whole picture

and not just the situation created by the rise in the price of
oil alone. In pursuance of this there was the feeling that a
special Emergency Fund should be set up, contributed to
not only by the oil producing countries but also by the developed
countries, the socialist countries, and all those who were in
a position to help towards meeting the situation faced by the
developing countries.

- The fact that this was decided upon is in a way a triumph
for the U.N. system. I must say that many people were
somewhat cautious about the setting up of yet a new Fund,
yet a new institution. But I think this was inevitable. There
was a feeling that the existing institutions, particularly the
World Bank and the International Monetary Fund and perhaps
the other lending agencies, were not sufficiently representative,
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were not universal ehnough, in their composition to tackle
this situation. After all, if the oil producer countries were
to be major donors in the operation, they would not be
satisfied to see their funds channelled through institutions in
which their voice was not as strong as it might be. This was
the problem which faced institutions like the World Bank
the International Monetary Fund and there was a feeling there-
fore that some more representative agency should be set up.

"The Special Fund that was being proposed would be
set up under the auspices of the United WNations.
The resolution calls for an inter-governmental committee of
36 members, representing a due balance of the various interests,
to work out the modalities of the Fund, the constitution of
the Fund and so on. The intention was to set up a Fund
which would be governed by a representative council comp-
rising the oil producing countries, the developed countries
and also the recipient countries. This was in a way a new
departure in regard to lending instituiions — the fact that the
recipients would be given a strong voice in the decision-making
process,
for the future in regard to the whole issue of external resource
transfers, aid though multilateral institutions, and so on. I
think this experiment would, for. that reason, deserve to be
followed with a great deal of interest from the point of view
of the future.

The Special Fund-is to get off the ground - to begin
operations, that is — not later than the Ist of January 1975.
This was in recognition of the fact that time was needed to set
up a new body, to draw up its constitution, to set up its govern-
ing council, and to get its staff going. * But it was also recognised
that the crisis was more urgent and immediate and that some
countries cannot afford to wait till even 1975. They needed

- telief here and now; and in pursuance of this, the resolution
also provided for an immediate programme to be sponsored

by the Secretary-General of the United Nations. The
resolution called on the Secretary-General of the United
Nations to invite all countries willing to do so to make known,
by not later than the 15th of June this year, the contributions
they are prepared to make for 1974. In other words, they

If this succeeds, it may well have a significance.
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were given a two-month period in which to do that. These
contributions could take the form of contributions to be made
bilaterally, through multilateral institutions, or through the
good offices of the United Nations, should they choose to
avail themselves of this channel. The Secretary-General of
the United Nations has already issued an appeal to a number
of prospective donor countries and he is now awaiting their
response. Dr. Prebisch, who was the first Secretary-General
of UNCTAD, has already been appointed as the chief executive
of this emergency operation for 1974, 1 believe that he has
already made contacts and visited a number of potential
donor countries, and it remains to be seen what the response
to the appeal of the Secretary-General would be,

I should emphasise, however, that the whole of the relief
programme needed not be administered by the United Nations,
As I said, some of the aid may be given through other channels
but an important point in the resolution is that the Secretary-
General has been entrusted with the task of “monitoring’ the
whole process. Whether funds flow through the United Nations
or through other channels, it is his duty to make an assessment
of the adequacy of the response of the donor countries to the
crisis. It would be necessary for him to identify the countries
that are most affected and to.assess the gaps they face; to then
see to what extent these gaps are being filled by assistance

‘provided through other sources; and to estimate what residual

needs there are which the United Nations system might be
able to fill or which the donors may be called upon to fill.
I think this monitoring process is of very great importance.
It is a new venture, an innovation for the U.N. and something
which is a great portent for the future.

The resolution calls on the Secretary-General of the
United Nations, the President of the World Bank, the Managing
Director of the International Monetary Fund, the Sccretary- -
‘General of UNCTAD and the heads of all the other concerned
agencies to play a part in this process and to give the maximum
of assistance to the United Nations system in this task. I think
that it is true to say that all the agencies pledged their support
without reservations. The United Nations would be using
the data and the expertise of bodies like the World Bank and
the International Monetary Fund to make its assessment of
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needs and to monitor the whole operation. This in itself
is a good augury. It is an example of the whole family of the
United Nations trying to act as one and to concert their
pqlicies so that the U.N. as a system could speak with a single
voice. "

What would you consider as specially significant in the U.N.
Session for a developing country like Sri Lanka? In what
way do you think we should or could play a role in focussing
attention on the problems we have in common with other
developing countries in the current crisis? How do we relate
ourselves to the programmes of action which may emerge
from the Special Session?

- Well, 1 think that almost everything that took place, all the

themes that were debated and discussed at the Special Session,
were of crucial relevance to Sri Lanka. Sri Lanka is a very
good example of a country that has been buffeted by the
varying fortunes of the international trading system. We have
suffered substantial increases in the prices of our essential
imports - not only petroleum but food and even manufactured

goods. On the other hand, we have not shared in theboomin .

commodity prices. In particular, the price of tea has been
lagging behind the price increases which have favoured the
other commodities. 1 think this is now fairly well recognised
throughout the world. The one and only document which
the United Nations produced for the Special Session, and which
I referred to earlier, did make special mention of the fact that
tea was the commodity which had the worst experience over the
last two decades or so. It is now generally well known that
Sri Lanka has been a victim of these forces and has been
affected quite harshly.

The remedial measures suggested are also of relevance to
Sri Lanka. After all, if there is going to be financial
assistance for the countries most seriously affected, Sri Lanka’s
claims would be very strong indeed, and I hope that this
would be reflected in the final action taken. But even more
important, the call for a new thrust in the field of commo-
dities is of relevance to Sri Lanka because it is in this field
that we have witnessed at first hand the major weakness of
the whole international system. The fact that the prices of
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our commodities have not increased pari passu with the rise
in the prices of our imports is a reflection of the weak situation
prevailing in many commodity markets. If as a result of this
session there is a new programme of action in the commodity
field, a programme which would help not only to stabilise
but to strengthen the prices of our tea and our coconut products
and our rubber, then the Special Session would prove to have
been of tremendous significance and relevance to Sri Lanka.
For this reason it is very important that Sri Lanka should
continue to apply pressure in international forums in respect
of the commodity problem, the problem of external resource
transfers, and also other relevant issues. I think it is very
important that the developing countries stress these issues
as strongly as they can.

I have heard many complaints from representatives of the
United Nations that it is very difficult, in many cases, to secure
the participation of spokesmen of the developing countries,
particularly experts at the technical level, in the work of the
United Nations. Often where expert groups or intergovern-
mental groups are convened comprising of representatives
of both the developed and developing countries, one finds a
well prepared, well briefed and well organised contingent of
representatives from the developed countries, not matched

. by similar strength from the developing countries. To some

extent, of course, this is quite understandable. The best people
in the developing countries have many pre-occupations
within their own governments and societiesand are not available
to service international bodies all the time. I think it is correct
that the developing countries should be very selective about
this. But once they decide on the meetings or forums where
issues crucial to them are being determined, they should take
special care to ensure that they send very good, effective, spokes-
men who can really strengthen the stand taken by the develop-
ing countries as a whole. 1 feel that this is going to be very
important in the future. 1If bodies like UNCTAD are to take
new initiatives, we would need to see arguments well presented
so that the best possible result could be obtained. The develop-
ing country’s voice needs to be sharp and clear and strong.
Otherwise, there is the danger that whilst the developed countries
speak in very disciplined and analytical terms, the developing



Q:

countries would respond in terms of generalities, This is
not a very good thing from the point of view of securing
concrete results. ' o A il

In the context of all what you have stated, how do you conceive
of the future role of UNCTAD, and its approach to the new
themes which have emerged in the Special Session?

I think it would be right to say that UNCTAD is the forum
in the whole United Nations system in which issues concerning
the international framework for development are discussed
and debated. UNCTAD has a bigger membership than even
the United Nations iiself. It is actually very representative
from that point of view. I believe the UNCTAD membership
is now 145 countries. Ten years ago, the first Secretary-
General of UNCTAD, Dr. Raoul Prebisch, set out on the
quest for what he called “a new trade policy for development”’.
He was seeking to establish a global framework which was
conducive to the development. objective. This called for a
series of reforms, a series of changes in existing relationships,
trading as well as economic, between the rich and the
poor countries. Looking back I think that UNCTAD has
many achievements to its credit. It has made progress
in many fields. It has, for example, brought about
a new system of preferences, a generalised scheme of prefer-
ences, relating to imports from the developing countries; it
has got endorsement for the global aid target; it has been
active in the ficld of commodities and has brought about an
agreement in the case of cocoa — although, by and large, the
performance in the commodity field has been an unsatisfactory
one; and it has recently brought about a convention, a code of
conduct rather, on liner conferences. It has also a number of

other achievements to its credit. One has to bear in miind -

the fact that the impact of UNCTAD cannot be evaluated in
terms of what takes place at the UNCTAD conferences alone.

The influence of UNCTAD is more pervasive than that. As -

a result of the pressures exerted at the UNCTAD conferences,
as a result of the documentation and the studies of the Secre-
tariat, decisions are taken in other places which have a far
reaching impact — in the World Bank and the Monetary Fund

" in regard to levels of aid, to conditions of aid, to systems of

compensatory finance; and in the capitals of the world in
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regerd to matters of trade and aid policy, When one evaluatés
UNCTAD, one has to set it in the light of this total picture
and not consider only what happens in the UNCTAD forum
alone.

Having said that, I think I should also say that if one asks
whether we now have a new trade policy for development, the
answer must unfortunately be in the negative. We are still some
distance from this goal. The developed countries have not
respoaded ia the way in which UNCTAD had hoped they
would. In many areas there has been a lack or progress.
Many resolutions have not been implemented, many targets
have not beea fulfilled, and in certain areas there has even been
retrogression or back-tracking. From that point of view
there is still a tremendous task ahead of UNCTAD. I think
that UNCTAD needs to continue to apply pressure, needs
to continue its efforts to bring about the changes needed
for a better international environment for development.

But in the new situation UNCTAD itself would have to
adopt new approaches. There has been a tendency to regard
UNCTAD as an excellent forum in which to debate general
issues but not one in which to undertake concrete negotiations
or to do specific pieces of business. I think this should
change. UNCTAD should betome more of a body in
which concrete decisions are taken, in which intricate
negotiations are conducted and through which actual reforms
are implemented. The concept .of UNCTAD as a forum
for pressure needs to continue because the developing countries—

the so-called 77 — need to keep up the general pressure on the =

rest of the world in order to bring about the changes that are

- .needed. But I would like to sec UNCTAD at the same
“ time become more effective as a body for actual negotiations
and actual decision-making. This would of course call for

certain changes in the mechanism and the machinery of the
UNCTAD conferences, in the way in which resolutions are
discussed, the way in which they are presented, the degree of
prior negotiations that is entered into and so on. This is
a field which should be reviewed in the period to come. It
has been said, for example, that a great deal of time is lost
at UNCTAD conferences until the group of 77 agrees on a

common position on the resolutions that they propose; that

S



once these resolutions are proposed there is very little time
left for negotiation; and that even the very process of nego-
tiation re-opens issues at too late a stage. Problems like
this need to be looked at and solutions found if UNCTAD is
going to be more effective.

Then again 1 feel, that in the new situation the developing
countries would acquire a new voice in UNCTAD if they
develop a greater sense of collective self-reliance. They
must be more conscious of the power they have to influence
world issues, — their power as producers of commodities for
example —and of the need to harness and mobilise these powers
in a constructive way. I would, therefore, liketosee the whole

question of participation in the International System coming

out much more forcefully and effectively than in the past. [
think we have come to the stage in which supplication and
pleadings alone will not do. The developing countries would

need to have more power to their elbow, and the developed

countries in turn would need to reépond to these pressures
in terms of a greater awareness of the concept of mutual depend-
ence and international co-operation
there is a better prospect than in the past for UNCTAD to
achieve concrete results.

If this is achieved then
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In Foundation.

SRI LANKA’S NATIONAL ACCOUNTS

Notes for the Regression Enthusiast
ARUN SHOURIE

| e A_numbcf_._ of agencies within and outside Sri Lanka use

- Ceylonese national accountsto assesscurrent developments and view

them in the perspective of the past. Small changes are dutifully
reported and various sorts of ratios are compiled. These changes
and ratios are then compared to the values of similar changes and
ratios in the past in Sri Lanka and to the corresponding values for
other countries. Various studies have utilized these accounts for
time series and cross-country econometric work. Typically macro-
regression models relate individual aggregates to other aggregates.
In. such models, imports, for example, will be broken down into
three or four categories and each category will be regressed on some
part of gross domestic product on the sources or uses side. Thus
imports. of consumer goods may be related to disposable personal

© income or to total consumption expenditure; imports of inter-

mediate goods may be related to value added in sectors such as

' manufacturing; imports of construction material may be regressed

on value'added in the construction sector; and imports of capital
goods may be ““explained”” by or may be used to “explain’ gross

 fixed investment in the economy. Over the last few years a number
-of cross section studies have appeared which set out to explain

variations in growth rates, structures of output, patterns of employ-
ment and other characteristics of a host of very dissimilar economies.
Typically, such studies explain the differences in the characteristics
by variables such as per capita income, size, capital inflow,
dependence on trade and so on. In using the accounts for time
series models and in pooling them for cross country regressions, one
should be aware of the ways in which the accounts are put together
and of the many puzzles they contain. This note provides a very
brief account of the procedures by which different components
of the series are put together in Sri Lanka and of a few problems
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The series compiled by the Department of Census and
Statistics differs from the one prepared by the Central Bank in
many ways.

(a) The most important conceptual difference is that while the
Central Bank assigns value added in the manufacturing processes
of tea and rubber to the manufacturing sector, the Department
of Census and Statistics retains the entire value added in tea and
rubber in the agricultural sectors’ accounts.

(b) The Department’s methods of estimating value added in
a given sector often differ from those of the Central Bank. The
construction sector provides an example. The Central Bank
multiplies the imports and domestic production of building materials
by 4.47 to obtain value added by the construction sector. The
Census Department proceeds in a different way: it first estimates
value added in the Government’s construction work directly and
also estimates the amount of building materials used in this work;
from the total availability of building materials (imported and
locally produced) it substracts the amounts used by the Government ;
the rest, which is assumed to have been used by the private sector,
is doubled to obtain value added in private construction work;
the total is obtained by adding the Government and private figures.
It is hardly surprising then that the value added at current prices
by the construction sector differs considerably from one series
to another. :

Value added in Construction
(Current prices; factor cost; Rs. million)

1963 1964 1965 1966 1967 1968 1962
Central Bank 285 306 286 317 380 509 676
(7.3) (-6.3) (10.4) (19.8) (33.9) (26.9)

Department of = 356 383 381 412 470 - 560 696
Census and (7.5 (0.00 (7.8 (14.3) (19.1) (24.3)
Statistics

Note: Figures in parentheses give per cent change over preceding year.

Similarly in estimating timber output the Central Bank assumes
a trend rate of growth while the Census Department estimates
total timber output as 14 times the output of timber on crown
lands. The procedures used for estimating ownership of dwellings
are also different and yet, curiously, in this case the figures of the
two series follow each other very closely.
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(¢) The sources of primary data also differ: for instance,
in the case of the manufacturing sector (other than tea and rubber
and cottage industries) the Census Department relies on such returns
from registered units as are available with the Ministry of Industries
and Fisheries while the Central Bank relies on a special survey of
selected manufacturing units. In 1970 this survey covered 132
firms.

(d) As Table 2 shows the defiators used by the two agencies
differ in many instances.

Apart from the real effects they have on Sri Lanka’s economy
the numerous price distortions that characterize the economy
and the wide fluctuations in the prices of Sri Lanka’s exports
affect the meaningfulness of the national accounts also. The most
significant difficulties arise because of sharp changes in the inter-
national prices of tea, rubber and coconut. The accounts assure us
that Sri Lanka’s GDP at constant prices has been growing at about
4.3% in the last ten years. They obscure the fact that, as the prices
of Sri Lanka’s major exports declined considerably in this period,
net commodity availabilities in the economy grew much less than
the accounts at constant prices might indicate. It is indeed mis-
leading to pool the constarnt price series of countries like Sri Lanka
(in which foreign trade i$ a very large proportion of GDP and in
which because of huge losses in the terms of trade, the constant
price series do not portray the evolution of commodity availabilities

_ or “real” growth) with those of countries in which foreign trade

is not a significant proportion of total activities or which have
not suffered severe losses in their terms of trade. Furthermore,
taking Ceylonese estimates by themselves, the failure to allow for
changes in the exchange rate and the progressive introduction
of Foreign Exchange Entitlement Certificates! has dramatic effects
on estimates of gross domestic investment: a large part of the very
impressive increase of 45 per cent in fixed investment during 1969
was due to the introduction of the Certificates, partly because a signifi-
cant proportion of Gross Domestic Investment consists of imported
capital goods and partly because a large part of the rest is calculated
on the basis of imports of capital goods. In addition, the under-

1 Imports under the Foreign Exchange Entitlement Certificates come in at
Rs. 10.76 to the dollar while other imports come in at the official exchange
rate of Rs. 6.52 to the dollar. ;
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valuation of the exchange rate affects the estimates of gross
domestic savings. Gross domestic savings are calculated as the
difference between gross domestic investment and the current
account deficit. As the Introduction of FEEC’s has increased the
estimates of Gross Domestic investment by a greater factor
than it has the valuation of all imports in the balance of payments
statistics, it has raised the savings figures artificially.

Table 1 indicates that in some instances where estimates are
made by contacting the production units, the compiling authorities
uncritically accept the figures reported by many production units.

This feature and its consequences are brought out most dramatically

in estimates of gross investment by the public corporations. As the
corporations are few in number and as each of them is owned directly
by the Government one would except that for these corporations
at least unambiguous series would be available. Yet towards

the end of 1971 the Treasury and the Central Bank were using

two widely different series for grossinvestments in these corporations.
The Treasury series is meant to cover financial years and the Central
Bank series covers calendar years. This fact alone could hardly
account for the large differences in the two series as given below.
The fact is that both the Treasury and the Central Bank uncritically
accept the figures as reported to them by the Corporations. The
accounting systems in the Corporations greatly differ one from the
other and, in addition, the Corporations must be using different
concepts to report investment figures to the two agencies,

Gross Fixed Investments in Public Corporations
(Rs. million)

Treasury Series Central Bank Series

1965/66 210 1965 150
1966/67 435 1966 220
1967/68 406 1967 187
1968/69 563 1968 278
1969/70 610 1969 563
1970/71 708 1970 437

This brief account — in which questions about the reliability or
accuracy of the data have not even been touched upon — suggests
a number of morals for users of Sri Lanka’s national accounts.

2%
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(a) One should be extremely wary of reading much into small
changes in items such as the Gross Domestic Product, Gross Domes-
tic Investment and Gross Domestic Savings — aggregates which
are the subjects of close scrutiny in the current wave of macro
regression models. This is particularly so for years for which
provisional accounts alone are available.

(b) In studying changes, rates of growth, etc., one should
study changes in the commodity sectors separately from those
in the service sectors. Both the commodity and service sectors in
turn should be further subdivided into items that are directly
estimated, items that are indirectly estimated and items for which
trends have been assumed.

(¢) As things stand at present the constant price series of
countries like Sri Lanka obscures almost as much as it reveals—partly
because of the somewhat doubtful relevance of many of the deflators
that are used and partly because of the wide fluctuations of export
prices. The analysis of changes in GDP at constant prices
should be supplemented by estimates, how-so-ever crude they
may be, of changes in net commodity availabilities. Moreover,
one should be specially wary of pooling the data of countries such
as Sri Lanka with that of countries over which movements in the
terms of trade do not cast such a large shadow. The foregoing
account suggests that pooling is dangerous for an additional reason.

It often happens that one cannot formulate an unambiguous rule

of putting the figures together even in relation to the most elementary
aggregates. Consider for instance, the case of tea, and rubber.
Tea, accounts for 55 per cent of Sri Lanka’s exports and 10 per cent
of its Gross Domestic product. Because of its extremely perishable -

. -hature, there is no market for the green leaf of the tea plant. The

leaf is processed on the estates and it leaves the estate as a “manu-
factured”” product. The Central Bank, as noted above, partitions
the value added in tea production between the agricultural and
manufacturing sectors in accordance with the procedure outlined
in Table 1. The Department of Census and Statistics, on the
other hand, attributes the entire value added in tea growing and
tea manufacture to the agricultural sector. The case of natural
rubber is no different: the Central Bank apportions the value
added between agriculture and manufacturing while the Department
of Census and Statistics attributes the entire amount to the former.
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While the rationale for one convention may be no stronger than
for the other, the difference does (rather — if the cavalier attitude
to the national accounts is any guide — should) inconvenience the
econometrician who is trying to “explain’’ cross- country variations
in the structure of production or employment. He can either
rely on the convention of the Department of Census and Statistics
and assume that the “manufacturing’’ sector accounts for about
9.59; of Sri Lanka’s GDP or he can use the Central Bank’s accounts
as they are and assume that the share (at 13.5%) is 45 % higher.

(d) The optimism of the time series enthusiast should be
somewhat dampened by the fact that even in the final accounts
for a year one third of GDP (not counting tea and rubber) is
estimated indirectly (i.e. each item is taken as a multiple of other
items) and about one-seventh is simply assumed to grow at a
trend. The reason for drawing attention to the role that trends
and indirect estimation play is not to assert that these procedures
render the accounts unreliable. Indeed, as has been noted above
indirect sources may well be very appropriate in many cases. The
reason is that unless he is careful the time series enthusiast may
well find himself regressinga variable on another variable (for instance,
value added in construction on the imports and domestic production,
of construction materials) from which the former was estimated in
the first place.
more than to rediscover the assumptions used by the Central

Bank or the Census Department and the impressive t-ratios and -

coefficients of determination may record no more than the fact that
these agencies have used- these assumptions consistently for a
number of years.

\

Editorial Note

Although Arun Shourie’s article was written in 1972, his criticisms
are still valid and underscore the need for an urgent effort at impro-
ving our national accounts as well as the national system of data
collection. His article has in fact acquired a special interest and
topical relevance-in the light of the critical remarks made by the
Minister of Finance in his recent Budget Speech where he expressed
his scepticism of our national income data in the colourful phrase:
“tendentious statistical gerrymandering”. However, as the writer
himself remarks, the article does not set out to assert that the
procedures adopted invariably vendered the accounts unreliable.

In such cases the regressions will accomplish no -
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Some of the procedures “may well be very appropriate in many
cases”.  But without doubt numerous components in the national
accaums could be estimated through more reliable methods and the

base data with which some of the computations are made could be
up-dated.

Relevant to this discussion is another intriguing piece of national
accounting done by the IBRD in their estimate of the per-capita
income in Sri Lanka, In the World Bank Atlas which is published
annually and contains national income data for almost all countries

in the world, the per capita income for Sri Lanka in 1971 is shown

as US$100 in the 1973 publication. The same IBRD document
reported Sri Lanka’s per capita income as US$160 in 1967 and US$
180 in 1968.  This drastic reduction in the per capita income does
not denote any catastrophic decline in our national product. It is
only the outcome of a new method of computation which the IBRD
has adopted in the case of Sri Lanka. The IBRD has decided that
a more “‘realistic” rate of exchange should be adopted when conver-
In the past the
conversion has been done at the official rate of exchange. According
to the IBRD calculations for 1971, the GNP value of Rs. 12765
million, at current market prices, has been converted into a GNP of
The rate of conversion has apparently
included the FEEC rate and is approximately Rs. 10/-to a US
dollar.  The basis of this conversion however, is highly questionable.
The conversion rate inclusive of FEECs does not apply to all our
imports and exports and the domestic market will therefore not
reflect a uniform rate of exchange. The import content of our
GNP in 1971 was not more than about 22%. Furthermore,
our major export commodities continue to be valued at the

‘official rate, and the market prices at which the value added

on these items enter into the GNP calculations will reflect that
rate. If the FEEC system were remaved and a single exchange
rate of Rs. 10/~ to a dollar adopted, this would in effect be a signifi-
cant devaluation which would have resulted in an overall increase in
domestic prices, and would have raised the value of GNP at current
market prices. It is not clear whether the IBRD conversion has
taken all these aspects into account. It has been argued by our
monetary and planning authorities that FEECs is not a component
of our exchange rate. Rather, it is in the nature of a tax on the
purchase of foreign exchange and a premium on the sales.

v
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On the IBRD calculations, the Sri Lania per capita income
drops to a lzvel close to the per capita income of Nepal which as
given in the World Bank Atlas.is US$90 for 1971.  The mid 1971
population of Sri Larka as given in the World Bank Atlas is 12.8
million and the population of Nepal is 11.28 million. A broad
comparison of the output, product structures, the modern capital
stock and the levels of urbanisation of the two countries suggests

that there is a considerable gap in the per capita income in favour of

Sri Lanka. In fact, in the 1970 World Bank Atlas, the Sri Lanka
per capita income was more than double that of Nepal. While it is
true that the output of the two economies would have to be compared
in detail before we come to any firm conclusions, the first appraisal
raises sevious doubts regarding the value of the 19\?[ GNP in Sri
Lanka as given in the World Bank Atlas. .

Marga would welcome any contributions from its readers on the .

issues that have been raised in Arun Shourie’s article and this note.
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HOUSING DEVELOPMENT IN SRI LANKA
1953-71*

HUGH KARUNANAYAKE

The national housing census of 1953, 1963 and 1971 gives
an enumeration ‘of housiag units in the country at the time of
each census. They also provide data which reflect “the more
important aspects of housing conditions such as the rural/urban
location of housing units, their structural characteristics, the
conditions of ténure and occupancy, and their facilities. These
indicators of housing conditions render possible a qualitative and
quantitative assessment of the housing stock at a particular point
of time. This paper attempts to use the census data to make a
comparative study of housing conditions during the years 1953,
1963 and 1971 in order to examine any qualitative changes that
may have occurtéd in housing during the period 1953-1971. It
also attempts to examine the quality of housing uaits which were
added to the housing stock during the intercensal period and
thereby evaluate the trends of housing development during the
period under reference.

The statistical material used in this paper has been derived
from the census data of 1953, 1963 and 1971, published by the
Department of Census and Statistics. Since the concepts and
terms used in the presentation of data, appear to have varied in
certain respects in the three censuses, care has been taken to utilise
only such material as werecomparable. Insome instances, however,
where ‘statistics essential to the central theme of this paper were

* This paper is an abstract from Chapter III of a monograph on Housing
in Sri Lanka prepared by the Marga Institute as part of a Regional
study of Low Cost Housing in South FEast Asia, sponsored and
f‘cl,nam:ed by the Canadian International Development Research Centre,

ttawa, y
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available but rendered incomparable due to variations in definition,
the data were acjusted to enable comparison. Specific mention
has been made of the basis of adjustment in all such instances.
One principal assumption made in this study is that a “household”
referred to in the census of 1953 is equivalent to what has been
termed as an ‘occupied housing unit’ in 1963 and 1971, since most
of the data relating to housing in 1953 were classified on the basis
of household units. :

The incremental housing stock has been estimated as the
difference in aggzrezate stock batween two censuses and must
necessarily be a crude estimate of the real increment. In using
this es:imate it has to be recognised that several factors such as
the replacement of obsolescent houses by housing of different
types, additions and alterations to housing during the intercensal
period which may reflect housing of a particular type in a census
as fan ther type in a subsequent census, are not taken into account,
It is assumed, therefure, that the original .housing stock had not
undergone change in type or constructional pattern during intercen-
sal periods. This would mean that housing units which have been
demclished due to obsolescence during an intercensal period
are assumed to have been replaced by units of the same type during
the intercensal period.® The increment to housing which will
be subject to analysis in this paper will, therefore, be the gross
addition to stock. The analysis of the incremental stock is con-
fined to the study of changes in aggregate housing units, structural
types, principal materials of house construction, and conditions of
tenure and occupancy. Statistical data used in reférence to the
rural sector in 1971 are the combined figures for the rural and
estate sectors. :

Changes in Housing Stock
As shown in Table I there has been an overall increase of
45.59; in occupied housing units during the period 1953-71. The

1. The rate of obsolescence is estimated at around 65,000 units per year

- during the period 1963-71. According to the census of 1917, 1,021,578

units were constructed during the period 1961-71. On this basis the

number built during 1963-71 is estimated at 810,000. If this is added on

to the stock of 2,118,032 (derived by inflating the No. of Occupied housing

units in 1963 by the vacancy ratio) standing as at 1963 we should have a

gross stock of 2 928,000 units in 1971. Since the housing stock in 1971

is 2,382,001 units, it would mean that 540,000 units were taken off the
housing inventory during the eight years 1963-71 due to obsolescence.



TABLE I
Housing Development 1953-71

Housing Units _ Percentage Increase in stock

Year 1953 1963 1971 1963 1971 1971
over  over over

1953 196_3 1953

Sri Lanka 1,523,695 1,971,740 2,217418 29.4 12 4 45.5
Urban 183,336 318,140 421,155 73.5 323 . 129.7
Rural & Estate 1,340,359 1,653,600 1,796,323 23 3 8.63 34.01

Source: Census of Housing 1971.

increase in population has, however, been 56.9 % during this period,
which indicates that the rate of increase of population has exceeded
the rate of increase of the housing stock. The rate cf increase
of the urban population? and the urbaa housingstock has, however,
been consistent at 129.3%; and 129.7% respectively. Rural housing
on the contrary has shown a growth rate of 34.01 9% compared to
the population increase in the rural sector which has been 43.9%

The Period 1953-63 _

An analysis of the changes which occurred during the inter~
censal period indicate that there was a 29.4% increase in housing
stock during the deéacl‘e 1953-63. = This rate is consistent with
the 30.77; rate of increase in population during the same period.
The rate of increase in the urban and rural sectors also shows
consistency between housing growth and ,population growth.
Urban housing increased by 73.5% as compared to a population
increase of 70.79,. Rural housing grew by 23.3% in comparison

2. For the purpose of the census, all areas which came under the administra-
tion of Municipal Councils, Urban Councils and Town Councils were
considered urban areas and the rest as rural. The unit of local administra-
tion in the rural area is the Village Council. Village Councils are upgraded
to Town Councils on the basis of such factors as population density,
availability of housing amenities and the size of the commercial area.
There were for instance 37 Town Councils in the 1971 census which were
Village Councils in the 1963 census. These had an approximate population
of 420,000 and would contain around 70,000 housing units (calculated on a
mean occupancy rate of 6 persons per housing unit). Urban housing
growth as discussed here is likely to be overstated to this extent. The
over-emphasis here is likely to be cancelled out by the under-estimation of
areas which are urbanised but have not been upgraded to town council
status. It must also be noted that the very basis on which village councils
are upgraded to town councils postulates that only the better facilitated
rural units secure subsequent classification as urban units, thereby enhancing
the quality of the urban housing stock whereas the rural housing stock
keeps on losing its best units to the urban areas through the process of
upgrading.

Digitized by Noolahagh Foundation.
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TABLE 11
Population Growth 1953-71

Year 1953 1963 1971 1963 1971 1971
over over  over

1953 1963 1953

Sri Lanka 8,097,800 10,582,064 12,711,143 30.7 20.1 56.9
Urban 1,239,100 2,116,285 2,842,077 70.7 34.3 129.3
Rural & Estate ' 6,858,700 8,465,779 9,869,066 23.4 16.6 43.9

Sowrce: Census of Housing 1971.

to a population increase of 23.4%. This period therefore indicates
that the rate of population increase had kept pace with the rate
of increase in housing in both urban and rural areas.

The Period 1963-71

This period shows a slowing down in the rate of increase in
housing from 29.4% to 12.4%. During 1953-63 there was an
increment of 448,045 units whereas in 1963-71 the addition
was 245,738 units. This works out to an annual rate of
increase of 2.9% during 195363 and 1.5% in 1963-71. A similar
decline in growth rates is evident in the urban and rural sectors.
When compared with population increase there is a significant

- shortfall in the all-Island rate where housing: had increased by

12.4% in comparison to population which increased by 20.17%.
The rate of increase of the urban housing stock, however, which
was 32.39 had fallen short of urban population increase by a
mere 2.0%. Rural housing on the other hand had increased by
8.63% as compared to a population increase of 16.6%. An
overview 'indicates, therefore, that there has been a far greater
imbalance between the rate of population increase and housing
development in rural areas than in urban areas.

As detailed in Table III in 1953, 12.03% of the housing stock
was located in the urban sector and the balance in the rural sector.
The urban share of total population was 15.3% in 1953. In 1963
the urban sector’s share of housing increased to 16.13% and
increased further in 1971 to 18.9%. Rural housing on the other
hand progressively declined in its share of total housing.

Changes in Structural Type

The three housing censuses have classified housing units
into three types, permanent, semi-permanent and temporary. The
classification has been made on the basis of the principal materials
v



TABLE Il
Housing units classified by structural type — 1953-71
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used in the construction of the walls, roof and floor. Where such
materials are durable like cement, brick, tile, asbestos, metal or
wood, the houses have been referred to as of permanent type.
Where walls were made of cadjan, palmyrah, or other inferior and
non-durable material, the house was classified as temporary.
‘Where a mixture of both durable and non-durable materials have
been used, they have been classified as semi-permanent.

These classifications are broad-based and somewhat loose,

-and changes in the quality of housing taking place within a single

type especially in the semi-permanent category (which embraces a
wide combination of materials of construction) cannot be identified.
For instance, a house with a mud floor, mud walls, and metal
roof will be considered semi-permanent. The addition of brick
walls in place of mud walls will not change its classification as
such a structure is also classified as semi-permanent. The move-
ment in the patterns of house construction cannot be too easily
recognised, therefore, asthe shift from one structural typeto another
is not clearly discernible. The ensuing analysis will, however,
endeavour to bring out the broad changes in the typology of housing
which indicate the trends in housing development during the
period. More specific indicators of quality are found in the
materials of construction of the walls, roof and floor. The analysis
of the housing stock by materials of construction will be found in an
ensuing section of this paper.

In 1953 the total housing stock consisted of 34.8 % permanent
houses, 58.4%; semi-permanent, and 6.6%, temporary houses. In
1963 the share of permanent houses declined by 3.79%, semi-
permanent housing went up by 4.2% and temporary housing
moved down slightly by 0.3%. The overall composition of the
housing stock thus does not show much change from the position
as at 1953. If we take a-look at the increment to the stock, how-
ever, a clearer indication of the development during the decade
is seen. The increment to the stock during 1953—63 was 448,045
units consisting of 82,517 permanent, 343,449 semi-permanent, and
22,079 temporary units. These constituted 18.5%, 76.6% and
4.97; respectively of the addition to the stock. Of the 82,517
permanent units, 79,182 or 9599 were in the urban sector and

‘only 4.177 in the rural sector. Of the 343,449 semi-psrmanent

units, 310,112 or 90.29 were in the rural sector and 9.2% in the



TABLE IV
Housing Units added to Stock in 1953-1963
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urban sector. The output of temporary housing was low during
this decade. The urban sector had, however, a comparatively

_ high share of the incremental stock of temporary housing amounting

to 100.9%. In numerical terms, however, this amounted to 22,285
units out of a total urban output of 134,804 which forms 16% of
the urban output, whereas permanent units were 58% and semi-
permanent units 24 % of total urban output.

The overall trends in housing development during this decade
indicate that housing investment in urban arcas was largely on
permanent housing, whereas in the rural sector semi-permanent
housing had been preferred. Temporary housing had been a
feature exclusive to urban housing growth during this decade and
accounts for a share of the post-war proliferation of shanties in
the city area. The period 1953-63 represents the early stages of
self-government in Sri Lanka during which the economy seemed to
be moving away from the colonial dualist model and asserting
itself to development-oriented policies. Some key structural
characteristics of the economy underwent change which tended to
break the sharp dualism. The traditional sector, for instance,
assumed a new role as food supplier to the modern sector. With
increased inter-sectoral flows, more money and goods went into
the traditional sector. This could be seen in the transition in
housing construction in the rural sector which progressed from
the use of traditional materials of construction such as mud and
cadjan, to materials of a more durable nature. During this period
999 of the rural incremental stock consisted of semi-permanent
units which contain a considerable element of durable materials.
It is also interesting to note that 30.9% of the incremental stock
was located in the urban sector as compared to the overall 12.03%,
urban share of the housing stock in 1953. The increment to the
stock during this period consisted of 134,800 units in the urban
sector and 313,241 units in the rural sector. This represents a
73.57 increase in the urban stock as compared to a 23.3 % increase
in the rural stock.,

By 1971, the share of permanent houses in the total housing
stock had risen by 4.39% to 35.49%,. Semi-permanent housing as a
component of total housing declined by 5.3% to 57.3% in 1971.
Temporary housing, however, occupied a greater share of the
housing stock, having risen from 6.3% in 1963 to 7.2% in 1971.
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The addition to stock in the period 1963-71 was 245,?38
units which gives an annual average increment of _44,804 during
the previous decade. The addition of 245,738 units was ‘madc
up of 103,015 units in the urban sector and 142,723 units in the
rural sector. The urban output consisted of 41.9% of the
incremental stock and constitutes a remarkable effort compared to
the 30.19% share during the previous decade.

The increment to the national stock during 1963-71 cpnsisted
of 171,749 permanent units, 37652 semi-permanent units, a]:(l}d
36337 temporary units. These constituted 69.9, 15.3 and 14.8%

of the new stock. Of the 171,749 permanent units, 68877 or 40.19; |

were in the urban sector, and 102,872 or 59.9 % in the rural gector.
Of the 37,652 semi-permanent units, 29058 or 77.1% were in the
urban sector and 8594 or 22.99% in the rural sector. Of the 36,337
temporary units 5080 or 13.9% were in the urban sector whereas
31357 or 86.1%; were located in the rural areas.

Of the 103,015 units added to the urban sector, 68,877 or-

66.8 % were permanent, 29,058 or 28.2 9, were semi-permanent and

- 5,080 or 4.99% were temporary. The 142,723 units added to the
rural sector consisted of 102,872 or 72.1Y, permanent, 1_3,594 or
6.029% semi-permanent and 31,257 or 21 ,9 % temporary units. _The
urban as well as the rural output during this period consisted
largely of permanent units. The sharp iucyease _in th{: nglnl:?e1' of
permanent units added to the rural stock during this period n}dlcates
the accelerating pace of development in the rural sector which was
rapidly breaking away from the patterns of hopse construction
based on the use of traditional non-durable material. .

An overview of housing development during the perio@ %963—?1
shows a more rapid growth of urban housing and a declmmg rate
of growth of rural housing. Another remarkable feature is L_'he
trend towards permancint housing in the rural sector _whzch
progressed from a 4.19% share of the incremental sto&_:k in the
previous decade to 59.99 during the subsequent period. 'I“he
trend in the urban sector was also towards permanent housing
which constituted 40.1% of the incremental permanent stock.
The share of permanent housing in the increment to u_rban st-:}_ck
dropped steeply, however, from 95.9 9 to 40.1 9. A similar decline
in the stock of semi-permanent housing is shown in the rural sector
which dropped from 90.2% to 22.97;. Temporary housing has

o
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also shown a rural bias during this period, rising from a negative
quantity during the previous decade to 86.1% of the incremental
stock of temporary housing. Whilst the increase in temporary
housing units reflects the growing inability of the lower income
groups to meet their housing requirements adequately, the distinct
trend in both urban and rural sectors towards improvement in
the quality of housing as shown by the overall preference for
permanent housing indicates a gradual improvement in the standards
of living.

Trends in Constructional Patterns

The foregoing analysis supplies a rough indication of the
trends in housing development during the 18 years under reference.
It shows that the quality of housing as determined by criteria of
the three structural types has improved considerably. In addition

. to the overall structural typology of the housing stock, the three

censuses provide data on the type of material used for the construc-
tion of walls, floor and the roof of the housing stock. These are
more specific indicators of improvement or decline in the quality
of housing and are used in the' following analysis. In the data
provided in the census of 1971, the housing units classified by
materials of construction of walls; roofs and floor, included vacant
houses whereas in the previous censuses the data refer only to
occupied housing units (subject to the assumption relating to the
1953 data). In order to render the data comparable, the 1971
figures were deflated by the vacancy ratio.

Wall Construction

In 1953 the country’s housing stock consisted of units, 56.7%
of which were constructed with mud walls, and 34.99% with walls
of brick, stone, cement, concrete or cabook. In 1963 the share of
houses with mud walls had dropped to 50.3 % whereas walls
constructed with permanent materials such as brick, cement, stone,
or concrete had risen to 42.6%,. By 1971 the share of mud walls
had fallen to 459 while walls of permanent materials had risen to
44.5%. The share of cadjan or palmyrah leaf as a material of
wall construction has varied at the three censuses.

An analysis of the materials used in the construction of walls
in the incremental housing stock during the periods 1953-63 and
1963-71 appears in Table VII. Of the 448,045 houses that were
constructed in Sri Lanka during the period 1953-63, 68.8% were
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built with concrete, brick, stone or cabook walls and 28.8 % with
mud walls. This indicates a demand for permanent housing
during this period. In the urban sector 58.1% of the incremental
stock was built of cement, brick, concrete, stone or cabook walls.
The corresponding figure for the rural sector was 73.4 7% which is
relatively high. It means that semi-permanent housing which was
the predominant structural type in the rural sector during this
period, had walls of permanent material. Houses with mud- walls
made up a fair proportion of the incremental housing stock with
25.7% in the urban sector and 30.1 % in the rural sector.

Houses constructed during the period 1963-71 contained
59.39 concrete, brick, stone, cement or cabook walls, 10. 3% mud
walls and a relatively high proportion of cadjan walls amounting

to 6.1% compared to 1.1% in 1953-63, which suggests an increase

in temporary units and the proliferation of shanty structures.
Material classified as “other” went to form the walls of 24.2%

of the incremental stock during this period and indicates the '

increasing use of wood, hardboard and other semi-permanent
material. The use of similar material in the previous decade
amounted to only 3.5%. . In the urban sector the use of cement
or allied permanent material for wall construction shows an increase

from the previous decade rising to' 64.39;. The rural sector on- :
the other hand shows evidence of decline in the use.of such materialy - ©
from 73.4%, in the previous decade to 56.4%. The use of material -

classified as “other’” has also shown a significant increase’ both in
the urban and rutal sectors, rising in the urban sectors from 11.7 7,

to 26.6%, and in the rural séctor from .06 % to 22.8 ;. Residential |

construction during this period also seem to indicate the increasing
use of cadjan and palmyrah especially in the rural areas where the
proportion of cadjan walls in the incremental stock has risen from —

3.6% to 6.3%. Prominent trends in wall contruction may bc,

summed up as follows.

1953-63

. An overall high rate of use of permanent construction

materials such as cabook, brick, concrete, cement and stone for
walls.

2. The steady popularity of mud as a material of wall

construction.

Digitized by Noolaham Foundation.
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3. The decreasing use of cadjan or palmyrah in the rural
arcas.

1963-71
1. A decline in the use of permanent materials, especially in
the rural areas.

2. Decline in popularity of mud walls, esp»ually in the

_ urban areas.

3. The increasing use of “other” material both in urban as

we!l as rural areas.

Roof Construction
In 1953, 47.1%, of the housmg stock had I'(}Ofb of cad_]an or

_ﬁalmyrah 38.7% had tiled roofs; and 11.6; had roofs of zinc or

other metallic material. ~Asbestos-cement roofing was used only

-on 0.8% of the housing sfock. In 1963 the housing stock showed
_roughly the same proportion of cadjan root%, a decline in the

number of houses with tiled reofs, and an mcrease in asbestos-cement

" and zinc roofs. The relevant table gives the ‘incremental housing
~ stock during the periods 1953-63 alld 1963 T-I analysed by material

of 1oof Table IX.

As shown in this table, of fhe 448,045 houses added to the

‘housing stock during the period 1953-63, the largest proportion
.. amounting to 48.77 had cadjan or palmyrah roofs. Zinc roofs
‘were next in -popularity amounting to-28.6% of the incremental

stock. Tile roofs amounted to 21.1 7%, of the mcremental stock; and

--asbestos had a share of 6.6%. .

The urban sector in ‘Which 134,804 housing units were

constructed during the period showed a preference for tiled roofing

which amounted to 39.89 of the houses built. Cadjan roofing
formed 31.6% and zinc roofing 20.4Y%; of the incremental urban
housing stock. Asbestos cement-sheet roofing was used on 10.2%
of -the additions to urban houses. The use of asbestos cement-
sheet for roofing increased by 5009, since 1953. 313,241 houses

- were constructed in the rural sector during the decade 1953-63, of

which 13.1% had tiled roofs, 56.1% had cadjan roofs and 32.2%
zinc roofs. i
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The period 1963-71 witnessed a sharp increase in the use of
asbestos cement-sheets as roofing material. It had risen from
6.6% to 33.4% of the incremental stock. Tiled roofs too had
inereased from 21.1% in the previous decade to 32. 59% during the
subsequent period. Thc yse of cadjan as a roofing material had
declined considerably from 48.7% during the period 1953-63 to
LT 7 during the period 1963-71.  The latter period also witnessed
a strong urban preference for asbestos cement roofing which had
risen to 33.4 % from 10.29% in the previous decade.
a 195.99/ increase since 1963. 1t is evident that asbestos cement
sheets and tiles are fast replacing cadjan roofing in rural areas,
moving up from 13.19% and 5.0% respectively in the first decade to
4029 and 30.4% in the subsequent period. Cadjan roofing in
the rural sector had declined from 56 1% to 27.0%.

The prominent trends 1dent1hable in the use of roofing material
during 195371 may be summed up as follows:

1953-63
I. A high preference to» tile and asbcstos in the urban sector,
and cadjan in the rural sector

2, A moderate use of zinc and other metallic roofing material.

1963-71 M %
[. A rapidly declining use of cadjan and an increasing use of
asbestos in the urban sector. :

2, A sharp decline in the use of cacljans and an increase in
use of tiles and asbestos in the rural sector.

The two decades taken as a whole ‘showed definite signs
of using more permanent material for roofs.

Flooring Material

Since statistical data relating to flooring material were not
available in the Housing Census of 1953, the analysis that follows
is based on the data available in the Censuses of 1963 and 1971.

In 1963, 59.39%; of the housing stock had floors of mud or
earth, 40.2%; had cement or concrete floors. In the urban sector
73.29; of the housing stock had cement or concrete floors, and

This represents -

R
Materials used for Cons
1953
jal used Sri Sri
Magrici e Lanka ‘ oz Urban ‘ o Rural A Lanka
ela .
: k, stone,
5 &%‘&?‘S}Ei‘ﬁoai O 1 531683 ‘ 34.9 ‘ 116, 723 63.7 | 414,955 | 30.9| 839,920
(a) Percentage 100 ‘ ‘ 21.95 78.05 100
e 2. Mud 863,513 \ 56.7 { 47,052 | 25.6 | 816461 | 60.9 | 992,690
(a) Percentage 100 1 ! 5.04 ‘ 94.6 100
,i 3. Cadjanor Palmyrah | 101,881 | 6.7 | 10635 | 5.8 91246 | 6.8| 96,530
(‘:1} Percentage 100 ‘ | 10.4 ‘ : 89.6 100
4. Other - 26,618 \ 8921 | 4.9 17,607 1.3| 42,600
‘(a) Percentage 100 ‘ 33.5 | 66.5 100
Total 1,523,695 | 100 | 183,336 ‘ 1,340,359 | 100 | 1,971,740
Source: Census of Housmg, 1953, 1963, 1971. :
TA

Digitized by Noolaham Foundation.
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Materfal used in Wall
Housing Stock 1

1953 - 1963

Mejorsd Laﬁﬁa ‘ 2 ‘ Urban o ! K
1. Congcrete, brick ‘ ;l i_
gﬁ%‘:&i i 308,237 | 68.8 ' 78,362 58.1 |1 2]
2. Mud or earth 129,177 ‘ 28.8 | 34,738 | 25.7 i| g
3. Cadjan or Palmyrah 5,351 h G R e 4.4 | -

4, Other 15,982 ! 3.5 15,769 it
Total 448,045 ‘ 100 ‘ 134,804 | 100 131

Source: Derived from Census data, 1953, 1963 and 1971.



“TABLE VI
Materials used for Construction of walls — 1953-1971

1953 _ 1963 . 1971
Material used Sri ’ ‘ 3 ‘ : Sri ‘ i S ‘ I Sk
Lanka el Urban Rural 4 Lanka % | Urban L | Rural | % | Lanka ‘ Urban ‘ P ‘ Rural ol
1. _Concrete,_ brick, stone, ’ { ‘ ! # I ‘ | | | | ‘
cement or cabook 531,683 | 34.9 | 116728 | 63.7 | 414955 | 30.9 | 839920 | 195,090 | 61.3 | 644,830 | 38.9 | 985,800 | 44.5 | 254,211 | 62.0 | 731,590 | 40.5
(a) Percentage | 100 ‘ ' ‘ 21 ’_9_3.__.|_-. 78.05 ‘ 100 | |- an2 | | 76.8 | . 100 | i 25.8 | i 74.2 ‘
2. Mud 863,513 | 56.7 | 47,052 | 25.6 | 8l646l | 60.9 | 992,690 |50.3 | 81,790 25.7 | 910,900 | 55.1 | 1,017946 [ 45.9 | 84877 | 20.7 | 933,068 | 51.6
(@) Percentage 100 | 504 | 9.6 | O R T e e e R e T P R T
| 3. Cadjan or Paimyrah | 101,331‘ 6.7| 10635| 5.8| 91246 | 6.8| 96,530 | 4.9 | 16570 | 5.2| 79960 4.8| 114487 | 5.0 21,769 | 5.3 | - 89,718 | 4.9
. (a) Percentage | 100 | g0 1 s o ggies | 100 | i ‘ 829 | | 100 | 19.51 ! | 80.59 ;
47 Oither | 26618 | r8| 8921| 49| 17697| 13| aze0| 2.1 24690 | 7.7| 17910 1.17| 102243 [ 4.6 49,201 | |12.0| 53042 2.9
‘(a) Percentage 100 | 33.5 66.5 00 | | 818 [ ol 100 | 48.1 | 8 |
Total 1,523,695‘ 100 | 183,336 | 100 | 1,340,359 | 100 | 1,971,740 | 100 | 31314o| 100 | 1,653,600 | 100 |22,174,473| 100 | 410,050 | 100 | 1,807,418 | 100
Source: Census ol Housingl, 1953, 1963, 1971. : . i - I '
TABLE VII
Material used in 'Wall Construction in lﬁcrememal
Housing Stock 1953-63 and 1963-71
5 1953 — 1963 : 1963 - 1971
Material sri- | lu Sri
i R Lanka | % | Urban | % | Rural % | Lanka % | Uban. | 1% Rural | %
i C‘oncrct-;:, brick ‘ [ g &
cement, stone or’ | 5
cabook 308,237 | 68.8| 78,362 | 58.1| 220875 | 73.4 | 145880 | 59.3| 59,121 64.3| 86760 | 56.4
2. Mud or earth 129,177 28.8 | 34,738 25.7 | 94439 | 30.1 | 25256 10.3 3087 3.4 22,168 14.4
3. Cadjan or Palmyrah ol !' 1.1 5,935 r 4.4 | -11,286 -3.6 14,957 6.1 5199 5.6 9753 6.3
4. Other 15982 | 350 15769 | 11,7 213 06| 59643 | 242| 24512 | 266 35132 | 22.8
Total | 448,045 ] 100 | 134804 | 100 | 313241 100 | 245738 | 100 | 91920 | 100 | 153818 | 100 ‘

Source: Derived from Census data, 1953, 1963 and 1971.
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TABLE VIII
Material used for Roof Construction — 1953-71

1953 1963 1971
Material used Sri 6 Urban o Rural 2 S; S Urban o Rural v Sri % | Urban o | Rural %
Lanka ' ‘ Lanka j Lanka : |
1. Tile 590376 | 38.7 | 123,781 | 67.5 465,595_\ 34.8| 685070 | 34.7 | 177.500 | 558 507,570 | 30.7 | 764853 | 34.5| 195480 | 47.7| 569373 | 31.5
(a) Percentage 100 | 20.9 7.1 | 100 | 25.9 | 74.1 100 25.5 | 74.5
2. Ashestos 12221 | 0.8 2292 | 1.3|  9929| 0.7| 41650| 2.1| 16060 505 | - 25590 | 1.5 | 123659 | 5.6| 51,305] 12.5| 72354 | 4.0
(a) Percentage 100 18.8 | l! 81.2 | 100 | 38.5 61.5 100 41.5 | ee.s
- :(Z}’tiﬂ:rolfl:ielal .176,27? 11.6 8,840 4.8 i 167,431 12.5 304,640 ‘ 3 Bt 36,350 11.4 268,290 ]é.2 372,044 16.8 | -56,972 13.9 i 315,072 175
| (a) Percentage 100 cae o] 9.9 | 100 | 11.9 '_) - 88.1 100 s | | 87|
i f(’::]dr‘ll;r:';;lr 717,370 | 47.1 43.':"14- 23.9 1 .. 673,656 | 50.2 935,860 ‘ 47.5 I 86,380 \ 27 Ll | 849,480 | 51.4 907,146 | 40.9 99;272 24.2 807,874 | 44.4
| (a) Percentage 100 sy e SR i 90.8 - 100 109 i A
5. Other 271457 | 1.8 4109 | 27| 278| 170 4,529’_‘ 2| 1,850 ] s 25670 | 0.2 § Tdore | 22| zostl 1.7 | © 42,745
(a) Percentage 100 17.1 T 160 40.9 | 59.1 100 14.1 7591 2.4
| Tol | 1,523,695 | 100 | 183336 | 100 | 1340359 | 100 | 1,971,740 100 | 318,140 | 100 | 1,653,600 | 100 | 2217478 | 100 | 410,60 | 100 | 1,807,418 | 100
Source: Census of Housing 1953, 1963, 1971, ; : g
TABLE 1X : :
M'ate;ial used in Roof Construction in Incremental Housing Stock, 1953-63 and 19‘63‘471 S
1953-1963 - 1963-1971 .
Material used Sri o Urban %% ‘ Rural Yo Sri o Urban | I' 8y Rural 24 :
Lanka | Lanka i
1. Tile 94,694 21.1 53,719 39.8 ] 40,975 13.1 79,783 305 .17,930_ J ) 19.6 61,803 40.2
2. A.C. Sheets 20429 | 6.6 | 13768 | 10.2| 15661 5.0] 82,00 33.4| 35245 | 38.3| 46768 | 30.4
3. Zinc 128,369 28.6 1 27,510 20.4 | 100,859 32.2| 67,404 27.4 20,522 | 22.4 46,782 30.4
4, Cadjan or Palmyrah 218,490 48.7 42,666 31.6 | 175,824 56,1 -28,714 -11.7 12,892 14.0 | -41,606 -27.0
5. Other —22,937 -5.1 2,859 -2.1 | -20,078 -.64 | 45256 18.4 5181 5.6 | 40,075 26.1
Total 448,045 | 100 134,804 100 313,241 100 245,738 100 91,920 100 287,918 100

Source: Derived from Census data 1953, 1963, 1971,
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25.8% had mud or earth floors. In the rural sector only 33.8%
of the houses had cement or concrete floors, and the majority,

05.77%;, had mud or earth floors. By 1971 with the addition of

245,738 housing units, the proportion of houses with cement or
concrete floors had increased to 44.1% and that of houses with
mud floors had fallen to 55.1%,. The urban share of cement or
concrete floored houses increased from 29.4% to 32.9 % Cement
floors accounted for 78.6% of the urban stock. Floors with

earth or mud declined in the urban sector to 20.4%. Rural housing

too showed similar trends — cemented or concrete floors moving
up from 33.89%] to 36.3% and mud floors declining from 65.7%
to 62.9%. s

The following table gives an analysis of the incremental housing
stock during the period 1963-71 classified by type of material used
for floors, '

. TABLE XI

Material used in the construction of floors - Incremental Housing Stock, 196371
Material ! . Sri Lanka % Urban %  Rural o
1. Cement or Concrete <~ .. 186,404 75.9 89,339 97.2 97,064 ° 63.1
2. Mud or Earth « ees 32687 M4 (1,750 1.9 50946 3301
3. Wood . e =1311-. -5 158. 0.2 -1,468 1.0
4. Other T G SO s ) 674 0.7 7275 4.7

Total _ .. 245,738 100 A 91,920 100 153,818 100

" Source: Derived from Census data 1963, 1971, . *

Of the addition to the housing stock during 1963-71, 75.9%
had cement or concrete floors, 21.4% mud or carth floors. Of
the urban sector share of the incremental stock, 97.2% of the
houses had cement or concrete floors and 1.9% mud or earth
floors. In the rural sector there was a more even mix of 63.1 %
cement or concrete and 33.1 % mud or earth floors.

It could be seen, therefore, that the trend in both urban and
rural areas have been towards more cement or concrete flooring.

The foregoing analysis reveals the quality of housing added to
the stock during the period 1953-71. It shows that both in the
urban and rural sectors there was a marked trend towards the use
of durable materials of house construction and a general improve-
ment in the quality of housing.

1
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Tenure, Size, and Occupancy

Floor Area

The trend towards better housing is underscored when we
take a look at the floor area of the housing units added on to the
stock. A reliable indicator is the comparison of average floor
area of housing units. The census of 1953 did not provide data
on floor area. The census of 1963 and 1971 provided data on the
number of units with floor areas of different sizes. The classification
of floor area was on the basis of less than 100 sq.ft., 100 to 250
sq.ft., 250 to 500 sq.ft., 500 to 1,000 sq.fi., 1,000 to 2,000 sq.ft. and
over 2,000 sq.fi. The average floor area was calculated by using
the median point in each of the six categories as the specific area
relating to each category. The median point was multiplied

- by the number of units relating to each category of floor area to

give the total floor area. On this basis the following table was
derived:

TABLE XU
1963 ; 1971
Average Average . Average Average
floor area of per capita floor area  per capita
fiousing,  floor area of housing” floor area
urit Y. umit

Sri Lanka T 75.5 4525 75.4

‘Urban N 480.8 2.3 501.8 74.4

Rural 390.5 . JOT2 s 416.3 75.8

Source: Derived from Census data 1963, 1971.
These figures show that the average size of a housing unit
has increased during the ‘period 1963 and 1971. Per capita floor

area has, however, decreased- slightly and is due to the increasing
occupancy rates in both rural and urban sectors.

Number of Rooms in Houses :

In 1953 nearly 70% of the national housing stock consisted of
one and two-roomed houses. In 1963 the share of one,and two
roomed houses constituted 609 of the stock and in 1971 this
declined to 439, (Note: Comparison of the figures for 1963 and
1971 was made after'adjustment of the data which was necessitated
by a change in the basis of enumeration of rooms in the
two censuses. In the 1963 census, kitchens were counted as
rooms whereas in the 1971 census kitchens were not counted as



: TABLE XIH : Sy ¢
Housing Units in Sri Lanka, classified by number of rooms - 1953-71

: 1953 : g 1963 1971
| mo. of R ; i ‘ g R : :
iitiiovd U R ORI P70 R Rual | % A rggs | % | Uban | % | Rwal | % | pRes-lt Urban | % | Rwal | %
1 Robm 557,500 | 34.59 | 58,478 ‘ 31.01 | 499,022 35.06 | * 304,600 | 15,45 i 45,720 | 14.37 | - 258,880 | 15.66 743,707 | 33761 132,997 | 31.6 | 612,710 | 34.1
j , |2 Rooms | 550265 | 34.14 59,996 | 31.81 490,269 | 34.44 | 892,790 | 45.29 | 136,670 [ 42.96 | 756,120 | 45.72 | 685,892 |..30.9 | 113,028 | 26.8 | 572,864 | 31.9
_- 3 Rooms | 294628 | 18.23 32,355 | 17.61 | 262273 | 18.42 | 414,520 | 21.02 | 64290 20.21 | 350230 | 21.18 |. 363,767 | 16.4 | -64,328 | 15.3 | 299,439 | 16.7
g — H 5 ; i o "
. 4 Rooms | 1!2,049] 6.95 | 18181 | 9.64| 93868 | 6.59| 185260 | 9.40 ! 32,540 | 10.23 | 152720 | 9.24| 176811 | -8.0° 37,117‘ 8.8 139,604 | 7.8
& . - 5 Rooms - | 48796 | 3.03 | 8260 | 4.8 40,523‘ 2.85 $7,960 4.46i 16,580 | 5.21 71,380 | 4.32| 77671 | 145 | 18,791 \ 4.5| 58880 3.3
e : i . : - | i { AT ‘ ; >
Over 48569 | 3.07 | 11,307 ‘ 6.00 | 372621 2.64) 86610| 4.38 | 22,340‘ 6.42| 64270 | 3.88| 62982 |I12:8| 18432 | 4.4| 44550 25
g Total 1,611,807 | 100 [188,586 | 100 | 1423221 | 100 | 1,971,740 | 100 | 318,140 | 100 | 1,653,600 | 100 | 2217478100 - | 421,155 | 100 | 1,796,323 | 100
| Unspecified — ‘ — | - .= = | " =1.1=| =1 - 1 — | - ‘ — | ioasss |-t 36,462‘ 8.7| ‘6818 | 3.8}
Source: Census of Housing 1953, 1963, 1971. : b G RS
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rising from 179 in 1953 to 23.9% in 1971.
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rooms. In view of the fact that the 1971 census enumerated
74.4% of urban houses, and 67.7% of rural houses as having
separate kitchens, the data for 1971 was inflated by these percentages
in order to derive a basis of comparability between the two censuses.
The figures given in the table below have been derived in such
manner.)

TABLE XIV

Occupied housing units classified by number of rooms

1971
Sri % Urban % Rural 7
Lanka : ;
One room 231,952 -10.4 34047 8.1 197,905 . 11.0
Two rooms 727,725 32.8 127,885 30.4  599,840. 33.4
Three rooms 585,107 26.4 100,560 23.9 484,547 26.9
Four rooms 305,204 13.8 57,362 " 13.6 247,842 13.8
Five rooms 146,017 6.6 32426 7.7 13591+ 6.3°
6 rooms & over 116:825 ' 5.3 324137 7.7 84,412 © 4.7
Unspecifi ed 104,648 4.7 36462 8.6 68,186 "3.8
2217478 100 421,155 100 1,796,323 100

Source: Derived from Census daﬁ;'.‘l9?1.

The share of ‘three-roomed h'oﬁses in the national housiné, 3
stock which was 18.23% .in° 1953, rose to 21.02% in 1963 and

26.4% in 1971, The share of four-roomed houses which showed
a slight decrease in 1963, had increased considerably in 1971, The

 five and six-roomed house& had also 1ncrcased progressively m the

three cen quses

In the urban sector, the share of one and two-roomed houses
had decreased very considerably from 62.8% in 1953 to 38.5% in
1971. Three-roomed houses had an increased share of the stock,
The share of four,
five and six-roomed houses in the urban sector had also increased
progressively at the three censuses. In the rural sector the trends
have been similar to those shown in the urban sector, the share
of the one-roomed housing declining from 69.4 % in 1953 to 44.4%,
in 1971. The three-roomed houses had increased from 18.4% in
1953 to 26.9%, in 1971. The share of four and five-roomed houses
had also increased progressively at the three censuses,

i
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TABLE XV
Incremental stock 1953-1971 analysed by naumber of rooms
1953-63
Sri % Urban o Rural o
Lanka
One room 252900 —70.3 —12,758 9.8 240,142 -104.2
Two rooms 342,525 95.2 76,674 59.2 265,851 115.3
Three rooms 119892 33.3 31935 247 87957 38.2
Four rooms 73211 203  1435% 1009 58852  25.5
Five rooms 9164 109 8311 64 30853 134
Six & over 38041 106 11033 85 27008 11.7
. 359933 100 129554 100 230,379 100
TABLE XVI
o 1963-1971
One room 72648 -29.6 11,673 -11.3 ~60975 —42.7
Two rooms : 165065 —67.2 8785 -8.5 156280 —109.5
Three rooms 170,587 69.4, 36,270 35.2 134,317 94,1
Four rooms: 119,944 - 48.8 24822 241 95122  66.6
Five robfns" 58,057 23.6 15846 15.4 42211 29.6
Six an(} over 30215 dA273 10,073 9.8 20,142 14.1
i 245738 100 103015 100 142723 100

Unspecified- 104,648, 42.6 36462 35.4 . 68,186 47.8

Source:! Derlved from Census data 1953, 1963, 1971.7

Analysm of the incremental stock accrued during the period

- -1953/63 sliows a considerable increase in two-roomed houses and a

‘.Slgﬂ;ﬁca:rt decrease ih single-roomed houses.

“units-i.e; those with three rooms and over are represented in fair

In the urban sector, the two and thrée-roomed units 7484
~ -+ are the prédominant categories whereas in the rural sector the two-
-rooméd unit is the most predominant in the incremental stock. The

=+ declinle in share of single- 100med housing ‘units is greater in the *

The large hJusmg

proportlon

rural’ than “in the urban %ector ‘'The decline in single-roomed
houses may be due to the addltldn of rooms to existing single-

roomed houses.

Analys:s of the incremental stock of ]963/?1 shows a consider-

_'le .drop ‘in the output of one and two-roomed housing units.

Housing units with three or more rooms form the bulk of the
incremental stock. The larger housing uaits constitute almost the
entirety of the urban incremental stock. In the rural sector, three-
roomed units took the predominant share of the incremental stock,
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The overall trends identifiable in the two intercensal periods are:

(1) The decline in the output of single-roomed houses in the
period 1953{’63.

(2) The drop in the output of one and two-roomed units
in the period 1963/71.

(3) The increased output of units with three rooms and more
during both periods under reference.

Tenure

In 1953, 61.06%, of the housing stock was owner-occupied,
14.59 rented or leased, 22.3 9 rent free, and 2.19% did not specify
the type of tenure. For Sri Lanka as a whole, owner-occupied
housing was the predominant form of tenure. In the urban sector,
however, the most predominant form was the “‘rented or leased”’
category which amounted to 58.5% of houses. Owner-occupied
housing was 31.2%. In the rtfu'al sector, owner-occupied housing
was the major feature amounting to 65.02%,. Rental housing was
a low 8.7%. There was a’sizeable proportion of rent frec housing
amounting to 24.12°% indicative of the share of estate housing
within the rural sector. !

In 1963 there were no significant dhafges in the tenurial mix
for the island as a whole. In the urban seetor, however, there is a
marked increase in owner-occupied housing'and. a similar decrease
in rental housing. Rural housing, however, did not show much
change and maintained almost the samé proportions as in 1953.

1971 saw a slight increase in dwner-occupied housing whereas
the proportion of rental and rent-free housing had declined. In
1971 owner-occupied housing in the urban sector had risen and
displaced rental housing as the predominant form of tenure, Rental
housing in the urban sector which had declined from 58.5% in
1953 to 49.19 in 1963 fell further to 41.0% in 1971. Rent free
housing in the urban sector which was 8.59] in 1953 and had
risen to 10.2% in 1963 declined to 6.29% in 1971. This may indicate
a change in intensity of the urban squatter problem. In 1971, the
rural sector continued to show almost the same proportions with
owner-occupied housing showing a slight increase, and a decline
in rental and rent free housing.

VI

TABLE XVII

Tenure Status of Households in Sri Lanka — 1953-71
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In sum, this period witnessed an all-round increase in owner-
occupancy which was more marked in the urban sector. There
was also a decline in rental housing which was more prominent in
the urban areas. These trends are a positive indication of a more
equitable distribution of the housing stock and seems to have been
secured largely by stringent rent control regulations. The move-
ment towards re-distribution of income and wealth in the form of
housing as shown in this analysis is validated by a study of the
patterns of income distribution during the period. Patterns of
income distribution that have emerged from an analysis of the three
consumer finance surveys conducted by the Central Bank of
Sri Lanka in 1953, 1963 gnd 1973! show a marked shift in the
distribution of income towards greater equality.

The trends iillhous'ing development that emerged during the
period 1953-71 indicates a rapid improvement in the quality of
housing added on to the stock during this period. Both urban as

well as rural sectors have shown a marked tendency for the use of .
durable materials of construction of walls, roofs, and floors thereby -

enhancing the quality of the housing stock. There was a proportion
of temporary housing added on during this period signifying
the output of substandard housing but this was small in comparison
to the large output of good quality housing which showed up more
prominently. In addition to the quality of construction, we have
evidence of improvement in the size of housing units both in the
urban as well as rural areas. Per capita floor area has declined
slightly, no doubt due to the increasing rates of occupancy. The
fact that housing units which were added on during this period
tended to be larger in terms of the number of rooms, seems to
indicate that the improvement in quality was substantial. Further,
the significant changes in tenurial status which shows a trend
towards owner occupancy points to a more equitable distribution
of the housing stock.

The decade 1953-63 which witnessed alarger output of housing
than the subsequent period, was one in which imports to the country
although regulated were almost freely permitted. The post 1961
period saw a gradual tightening up of import controls and
regulations accompanied by the emergence of several local industries.
Some of these were of direct significance to the housing industry

1. See Annual Report, Central Bank of Sri Lanka, 1973.
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such as the steel mill, the additional cement factory, and the factories
turning out asbestos sheets. While these would have in some degree
affected the quality of housing output, the comprehensive welfare
_schemes in operation would also have contributed towards
improving the quality of housing. Subsidised food, free medical
and health facilities and free education all combine to produce the
effects of general income subsidies and have led to investment in
g,oo_d quality housing rather than increased consumption. Since
individual standards of living are determined to a great extent by
the level of housing and since low quality housing creates social
costs which in turn would reduce the productive effort, it would
seem that the pattern of housing development in Sri Lanka during
this period contributed to a bettermént in the standards of living
fmd thereby contributed to the creation of the social base for a more
intensive development effort.
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GREEN REVOLUTION WITH OR WITHOUT
TRACTORS: THE CASE OF SRI LANKA

IFTIKHAR AHMED

Use of Tractors in Sri Lanka

Concentration of Tractor— Use in the Dry Zone

In most of the Dry Zone districts,! Tand preparation is done
by tractors. During the 1966-67 Maha season,® 100% of the
paddy cultivators in Polonnaruwa and Vavuniya districts have
used tractors for ploughing. In Amparai district the proportion
of farmers using tractors was nearly 92% and in the Hambantota
district over three-quarters of all farmers were tractor-users.

TABLE 1
Paddy Cultivators using Tractors for Ploughing land:
Sri Lanka 1966-67 Maha»
(in percentages)

‘Only  Both tractors Total use  Average size

District ‘Tractors and of Tractors of Paddy
. Buffaloesb Ha!dfng.g-qcres)- '

Hambantota 73.3 o T 1.98
Polonnaruwa 74.0 25.9 pe 00 ) 3.55
Amparai 84.4 0 AT 5 1 D c
Vavuniya 68.7 %313 100.0 (&)
Trincomalee 53.2 6.3 IS | c
Batticaloa 59.8. 1A R 61.7 c

a. Source: The Central Bank of Sri Lanka, Report on the Survey on Cost of
Production of Paddy, 1969, p. 20 and pp. 24-34. b

b. First ploughing was done by tractors and the second (and third) ploughing
by buffaloes or by mammoties.

c. Not available.

1. The drier part of the Island receiving on an average less than 75 inches of
rain per year mainly during October-January. :
‘2. Extends from September—October to February-March and coincides with .
the North-East Monsoon which brings rain to the dry zone.
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Pre and Post-HYV Periods

Table 2 compares tractor-use prior to the introduction of the
new HYV (high yielding varieties) with that following the intro-
duction of new HYV for Hambantota district.

TABLE 2

Use of Tractors for land preparation during Pre and Post-HYV periods:
Hambantota Districta

(percentage of total cultivators)

Pre-HYVb Post HY Ve
Maha 196667  Maha 1971-72
Proportion of farmers . 76.4%; 7510
Average size of paddy holding (acres) 1.98 4.51

a. Source: Pre-HYV from Table 1 and Post-HYV from K. Izumi and
Ranatunga, Environmental and Social Constraints on Paddy production
under existing conditions — A Case Study of Hambantota District, Study
Seminar paper, p. 30 (153 Hambantota farmers were randomly selected).

b. Pre-HYV here implies prior to_ the introduction of the new HYV. IR-8
was introduced in 1967. BG 11-}1, BG 34-8 and LD-66 were released
during 1970-71. They are the dwarf non-lodging varieties.

c. 43.47 of the farmers have adopted New HYV and 48.8% Old HYV which
adds up to 92.2% for the two combined.” - '

It is apparent that treictor-us_e has not increased following
the adoption of HYV (on the contrary a slightly lower proportion
of farmers use tractors now).

. TABLE 3 ;
Use of Tractors in Minipe: "Sri Lanka 1967-68

(Average of all Farms)a ™

Proportion of

Jarmers
reporting?
Tractor Cost as proportion of Cash Cost
of Total Hired Draught Power ° . 80%;
. Proportion of total tractor cost spent on
 tillage i 68.5% 58%
Proportion of total tractor spent -on .
threshing L 31.4% 79%
Farm size in acres : 72
Low land (used for paddy) 3.9
High land (unfit for paddy) 3.3

a. Source: University of Ceylon, Characteristics of Individual Project Area,
Minipe Agricultural Economics Research Unit, Faculty of Agriculture,
Peradeniya, June 1969.

b. Survey covered 212 farms.
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It is also apparent from Table 3 that 809 of the cash cost
of hired draught power is spent on tractor hiring. The tractors
are more widely used for tillage operations than for threshing
operations although a large proportion of farmers reported its
use for threshing purposes.

Impact of Tractor-Use on Employment

Dry Zone vs Wet Zone

In Table 4 a comparison is made using cross-section data
between the districts in the Wet and Dry Zones. The Dry Zone,
as we note from Tables 1 and 3, uses the tractor quite extensively
for the ploughing operation. It is therefore not surprising that
the number of man-days required to cultivate an acre of paddy is
lower for the dry zone districts as compared to the wet zone districts.

The lower input of labour per bushel of paddy in the dry zone
districts may also reflect a greater efficiency in the production -

process.
TABLE 4

Labour Requirements in the Dry Zone and Wet Zone Districts of Sri Lanka:
Maha 1966-672 and Yala 1972b

| Labour Requirements
Region | District Man-days per acre | Man-days per
bushel
Dry Zone 1966-67 | 1972 | 1966-67 ‘ 1972
Bulk of farmers | Hambantota 35.0 | 40.6 T BT
use tractors for Polonnaruwa 36.7 68.0 0.78 0.9
ploughing ¢
Wet Zone Kurtunegala ' 53.3 64.4 173 1.3
Kandy 97.9 931 2.66 1.3
Colombo 5341 55,3 3.19 1.2

a. Source: The Central Bank of Sri Lanka, Report on Cost of Paddy Produc-
tion, 1969 pp. 24-34. :

b. Source: Tzumi, K, and A. S. Ranatunga, Cost of Production Study: Yala
Paddy 1972, Agrarian Research & Training Institute.  Research Study
Series No. 1, Colombo, Sri Lanka, March 1972.

Tractor-Use vs Buffalo-Use

By far the clearest evidence of the impact of tractorisation
on employment is brought out in Table 5. For every additional
acre on which the tractor replaces the plough, the labour require-
ment is reduced by nearly eight man-days. As the vast majority
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TABLE 5
Comparison of Labour Requirements for HYV Farmersa Using Tractors with
those using Buffaloes: Minipe, :
Sri Lanka, Maha 1969-70b

(Man-days per acre)c

Farmers Using Index

Operation (1) 2) 2) - (1) Buffaloes =
Buffaloes Tractors  Difference 100
Ploughing Ist & 2nd 10.53 4.93 — - 5.60 47
Bunding & Plastering 3.40 5.87 + 2.47 173
Puddling & Levelling 6.20 3.27 — 2.93 53
Cleaning drains 1.00 0.86 — 0.14 85
Nursery prep. &
uprooting 4.90 5.24 + 0.34 108
Transplanting 6.50 6.74 + 0.24 104
Fertilizer Application 1.50° 1.45 — 0.05 97
‘Hand Weeding 1st -
and 2nd 6.50 4.92. — 1.58 76
. Rotary Weeding 1st :
and 2nd — / 0.51 4+ 0.51 —_
Pesticide Application 0.30 0.53 + 0.23 167
Reaping/Collecting/
Stacking 13.50 14.09 4+ 0.59 104
Threshing 7.60 5.72 — 1.88 15
Total . 61.93. 54,13 — 7.8 87

a, 40 farmers were covered in this su.irvey of which 25 use fractors (average
farm size 5.5 acres) and 15 use buffaloes (average farm size 3 acres).

b. All 40 farmers grew HYV on approximately 82% of their total area and
the varieties grown were IR-8, H-4 and H-§. 2

¢. Source: Yudelman, Montague, .Gavan Butler and Ranadev Banerji,
Technological Change in Agriculture and Employment in Developing
Countries, 0.E.C.D. Paris Development Centre Studies, Employment Series:
No. 4, 1971, pp. 79, 81, Table V. ]

of the farmers in the dry zone districts use tractors for ploughing, it
is important to note that this operation alone displaces ‘almost
6 man-days of labour for every acre on which the tractor replaces
the buffalo. When a tractor instead of a buffalo is used for
threshing, nearly 2 man-days of employment are foregone for every
acre of land. ;

Major Causes of Tractorisation

The use of tractors is concentrated primarily in the Dry Zone
area. What we find is an area where farm size is no more than
3 or 4 acres, and yet the vast majority of the farmers use tractors
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for ploughing and threshing. This phenomenon is mainly attri-

butable to the agro-climatic conditions of this region.?

Generally, the Maha* monsoon rains are preceded by a rather
long dry spell from May to August which makes the soil very
dry and hard. With the type of ploughs the farmers possess, it
is difficult to use buffaloes for ploughing under dry conditions.
Thus, in most instances, farmers are not in a position to commence
cultivation operations until the actual monsoon rains begin. Even
in many of the irrigated areas, water is not niade available from the

tanks until the monsoon rains have commenced as the tanks them- |

selves are dependent for their supplies of water on rainfall,

Lack of an assured supply of water even-at the beginning of
the Maha season, corhpels the farmers to do hurried field prepara-
tion. In Sri Lanka only 319 of the paddy area has an assured
supply of water from the major irrigation schemes. Even in these
schemes the time available for farmers from the first issue of water
to sowing is about 40 to 45 days.

Poor quality of draught animals available is another factor

that has compelled farmers to depend more on tractors. In a
situation where farmers are faced with uncertainty most of the
time, mainly due to lack of an assuréd supply of water, delayed
ploughing, hurried field preparation and late sowing have become
common features in the pattern of cultivation that is generally
adopted. Late sowing results not only in poor crops but may
also expose the crops to damage by rains at harvesting time.

On the other hand, tractor ploughing of paddy land is possible
immediately after harvesting of the Yala (dry) season® paddy crop.
It is not necessary for farmers to wait till the arrival of the monsoon
rains to commence tractor ploughing as tractors are equipped with

suitable implements for work under dry conditions. Thus the use

3. This'section draws heavily from Izumi, K and A. S. Ranatunga, Utilization
of Labour under HYV of Paddy in Sri Lanka, Seminar Paper presented
in the LD.S. Sussex University Seminar on “Economic & Social Conse-
quences of the Improved Seeds”, held at Kandy, April 19 to May 20 1973,
pp. 8-9. i

4. As indicated earlier, this season normally extends from about September—
October to February-March and coincides with the North-East Monsoon
which brings rain to the dry zone.

5. This season normally extends from April to August and coincides with the
South-West monsoon during which time the dry zone gets little or no rain.
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of tractors results in timely cultivation which generally results
in good crops and the speed of cultivation not only enables the
farmers to complete their sowing in time but also relieves them of
the drudgery of working long hours with buffaloes.

The old high yielding varieties (H, in particular) were highly
resistant to shedding of grain, making it difficult for the farmers
to use buffaloes for threshing. This compelled the farmers
to use tractors for threshing purposes. Given the fact that nearly
809 of the acreage in the Dry Zone area was under H,, the tractors
were used on a larger scale displacing the buffaloes.

Government Tractor—Import Policies (Pre and Post-HYV Periods)

Towards the end of the 50’s the old high yielding varieties
(tall indicas, H-series) came to be introduced. During the 60’s the
OHYV’s had spread to nearly three-quarters of the rice area (H-4,
H-7 and H-8 together covered 72.7 % of Maha 1968-69 acreage)’. A
comparison of 4-wheel tractor imports during the two decades
shows that the number imported during the 60’s was not very much
higher than that during the 50’s (Table 6). At the beginning of the

TABLE 6
Four-Wheel Tractor Imports Sri Lanka: 1950-1976

Period:  1950-60a  1960-65b 1966-70b 1960-700  1950-69¢ 1972764
(Little OHYYV) (Post-Old HYV) + (Pre-NHYYV) (Post NHYYV)
Number 7,748 2,200 6,000 8,200 15,948 5,000

' a, Obtained by subtracting 1960-70 tractor imports from 1950-69 tractor-

import figure, | i !

b. Stoutjesdijk, E and P. Richards, Agriculture in Ceylon Until 1975.
O. E. C. D. Paris, p. 146.

c. Tractor Committee Report as quoted ' in Gunatilleke, Godfrey Import
Export Policies and High Yielding Varieties — Synopsis Seminar Paper;
Table IX.

d. Ei\lf_fl: Year Plan Technical papers as quoted in Gunatillake, op.cit. Table

Tractor Committee Report, op.cit.
Five Year Plan Technical Papers, op. cit.

g

6. The only NHYV introduced during the 60’s was IR-8 in 1967. The OHYV
includes the H-varieties and were developed in Sri Lanka during the 50°s
having good fertilizer response and was therefore capable of higher yield
compared to prevailing varieties. But these were tall indica varietics of
hybrid origin and were susceptible to lodge.

The NHYV were the dwarf indica strains and therefore were not susceptible
to lodging and yielded 40 to 50 per cent more compared to OHYYV.
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70’s the New High Yielding Varieties (dwarf varicties BG 11-11,
BG 34-8 and LD-66) were introduced. The table above sets out
the tractor imports during the period 1950-1969 and the projected
imports for the Plan period 1972-1976.

Similarly over seven and a half thousand 2-wheel tractors
were imported during the last two decades but nearly as many are
to be imported during the first half of the present decade.

Thus we can conclude that a policy of tractorisation was
followed by the government quite independently of the introduction
and adoption of HYV. During the two decades preceding the
mtroduction of NHYV nearly 16,000 four-whéel tractors had
already been imported and, less than 8,000 two-wheel tractors were

o

imported during the ‘preceding decade. However, the period of.
the emergence of NHYV coincides with the heavy tractor imports

projected during the ‘plan period.

Socio-Economic Consequences of Tractorisation

The increasing emphasis on tractors led the farmer to release
almost his entire buffalo holding for consumption.  The Govern-
ment, however, failed to maintain its fair price tracfor pools and the
possession and control of the use of tractors passed incredsingly
into the hands of affluent farmers, merchants and middlemen. We
have already noted that three-quarters of the farmers in Hambantota
district use tractors for land preparation (Maha 1966-67 and Yala
1972). However, very few cultivators own tractors as is observed
from Table 7. This suggests that tractor owners are non-
cultivators. Among 32 owner cultivators, only four have tractors
but the total number of tractors belonging to them is six.

Those four who have the tractors on their farms obviously
hire them out to other farms since the size of their holdings is a
meagre 2.90 acres. Similarly out of 77 tenant farmers 2.5 have
tractors on their farms but the total number of tractors belonging
to this class is 3.5. With farm sizes of 2.85 and 4.98 acres the
other two categories of tenants also have three tractors on their
farms. It is interesting to note the concentration of buffalo-
ownership. Out of the 111 tenant-farms (all categories combined)
only 9 farms have buffaloes. The total number of buffaloes
belonging to the tenants is 95.

s
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TABLE 7
Ownership of Tractors and Buffaloes:
Hambantota District, Sri Lanka 1972a
' No. of farms Total No. which
which have belong toeach group
Tenurial | No.of ! Average
Status of | farms Tractors Tractors ! size of
Cultivators Buffa- | Buffa- | paddy
Two- | Four- | loes | Two- | Four- | loes |holding
l wheel | wheel wheel | wheel
Full-Tenantb | 77 2.5 —| 6| 35| =| 38 ! 47
Tenant-Ownere | 18 2 1 - 1 2 — 24 2.83
Owner-Tenantd | 16 1 - 2 1 — 33 4.9
Ownere 32 3 1 2 5 1 23 2.90
Total 143 8.5 ) (5 O o e T 2 1] 118 3.88

a. Sowrce: Tzumi, K. and A, S. Ranatunga, Environmental and Social
Cgmrraims on Paddy Production Under Existing Conditions — A Case Study
of Hambantota district, Seminar paper, pp. 12-14, 30.

. b. Entire land is tenant-land and none is rented or leased out.

More than 509 land is tenant-land and none is rented or leased out.
More than 50% land is owned by the cultivator and none is rented or
leased out. ; y

e. Entire land owned by cultivator and none is rented or leased out.

=)

This pattern of distribution of ownership of both tractors
and buffaloes indicates that the vast majority of the cultivators
obtain tractors and buffaloes on hire. As mentioned earlier, out
of 143 farmers over 75% of the farms use tractors for ploughing
and only 10 of these 143 farmers have tractors on their farms.

When the tractor is hired from affluent farmers, merchants
and middlemen, the peasant farmer has to accept the operator and
other men engaged by the tractor-owner together with the machine.
Men and machines are offered as a package and imposed on the
peasant farmer. It can be seen from Table 9 that it is due to t_his
-reason that the percentage of hired labour used for land preparation
and threshing has become substantial and is increasing over time.
As a direct consequence of the use of such high proportion of
hired labour, the cost of cultivation has increased and family labour
earnings of the peasant farmers have been reduced.

During the last few years, there has been an acute shortage
of tractors and spare parts due to import restrictions placed on
account of foreign exchange difficulties being faced by Sri Lanka.
One immediate consequence was that owners of tractors raised
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Use of Hired Labour and Farm Size with Tractorisation: Dry Zone Districts:

TABLE 8

Sri Lanka Maha 1966-67 and Maha 1971-72/Yala 1972

Hired Labour as | Tractor-Users as el

% of Total % of Total No. | Average Size of
Distiet Labour Use of Cultivators | £addy Holdings
Maha Yala | Maha Yala Maha Yala

66-67a 72b 66-67a | T1-72¢ | 66-67a 72b

Hambantota 72 75.6 76.4 75.1 1.98 2.88
Polonnaruwa 73 85.1 99.9. —d 3.55 4.09

a. Central Bank of Ceylon, op.cit. pp. 20, 24-34.

b. Tzumi, K. and A. S. Ranatunga Cost of Production Study, Yala Paddy
1972 ARTI, Colombo Research Study Series No. 1, March 1972,

c. Izumi, K. and A. 5. Ranatunga, Environmental and Social Constraints
on Paddy Production under existing conditions, op.cit. p. 30, Table 4-3.

d. Not available.

their charges by 100 per cent.” The subsistence farmer cannot
now return to the usé of buffaloes and has become dependent on
tractor ' use for’' some years. This also resulted in delays in
completing cultivation operation. In such situations, farmers have
been compelled to go in search of buffaloes for ploughing invariably
late in the season.® " The most scathing evaluation of the adverse
socio-economic impact of tractorisation has been presented by
Jayaweera, *“............ In the tractor owner, who is invariably an
affluent farmer, the subsistence farmer has acquired a new oppressor,
more intractable than the feudal-land-owner. A new feudalism of
technology has grown up around the tractor owners. The Paddy
Lands Act notwithstanding, smallholder subsistence farmers are
slowly losing operational control of their paddy lots to the tractor
owners.”® Table 8 also gives some indication of increases in the
size of operational holdings. The newly added landless, now
available as hired labour, may have been hired on what was their
own land.

7. Jayaweera, Neville, Credit' Support for HYV in Sri Lanka in Marga
Quarterly Journal, Vol. 2 No, 2, 1973, pp. 18-48.

8. Izumi, K. and A. S. Ranatunga, Urilization of Labour under HYV Paddy
in Sri Lanka, op.cit. p. 9. .

9. Jayaweera, op.cit., p. 43.
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Conclusions

(1) Tractor-use is concentrated primarily in the Dry Zone
area of Sri Lanka and about three-quarters or more of the Dry
Zone farmers use them for land preparation and threshing. This
is surprising especially in a context in which the average paddy
holding is no more than 3 or 4 acres.

(2) Tractor-use was prevalent prior to the adoption and
spread of the HYV and appears to have been independent of
HYYV adoption. It can definitely be said that prior to the introduc-
tion of the NHYV (the dwarf varieties) massive tractorisation had

already taken place.

(3) The vast majority of the farmers use tractors for land
preparation and threshing because of soil and climatic conditions
in the Dry Zone and poor quality of draught. animals.

(4) Impact on employment has been adverse. For every

“ acre on which the buffalo is replaced by a tractor, nearly 8 man-days /

of employment are foregone. Almost all this unemployment results
from the use of the tractor instead of the buffalo for the ploughing
and threshing operations (and-this is significant because tractors
are used primarily for threshing and ploughing.)

(5) The distribution of ownership of tractors indicate that
very few farms have tractors on them: They are owned by a

« few affluent farmers, merchants and middlemen (non-cultivators).

(6) Personnel engaged by the tractor-owners are offered as
a package together with the tractor and is imposed on the peasant

. farmer. As a result the proportion of hired.labour is high (well over
three-quarters of total labour used) and is increasing over time,

This means the cost of cultivation is higher and that family labour
earnings are lower.

(7) Shortage of tractors and spare parts have been caused
by import restrictions imposed on account of foreign exchange
difficulties. The consequences have been steep increases in charges
for tractor use and delays in obtaining tractor services resulting in
delayed land preparation.

(8) The door appears to be closed to a return to buffalo-use
as an alternative. The large majority of peasant farmers who do
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not own tractors are dependent on a few tractor owners who are in a
position to dictate their terms and are often more exploitative than
the feudal land owner.

There is evidence, however, that in the shortage of tractors
and the prohibitive hire costs of tractors, there is an increasing
demand for buffaloes particularly for ploughing. If this is true,
then the old argument that agro-climatic conditions were
unfavourable for buffalo ploughing does not appear to be conclusive.
It might be possible to find the appropriate technological answers
that would make buffalo ploughing efficient.

Acknowledgement is due to Michael Lipton of the Institute
of Development Studies, Sussex for his valuable comments
on the first draft of the article.
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DRAFT FOR A CODE OF CONDUCT FOR THE

. TRANSFER OF TECHNOLOGY

Recent studies have revealed the high costs incurred by develop-
ing societies in importing technology from the developed world for
transforming their economies and moderpising their societies. Costs
of the transfer of technology range from easily identifiable components
such as royalties, technical service fees, payments to foreign consul-
tants and experts, to elements which are less easily. identifiable such
as inflated prices for capital goods supplied, tied sources of raw
materials, restrictions in regard to exports and a host of other condi-
tions which perpetuate the technological and economic dependence of
developing countries. As a part of a programme of studies sponsored
by the UNCTAD, the Marga Institute has prepared a study on the
cost of transfer of technology in Sri Lanka. UNCTAD is currently
engaged in a systematic effort in improving the international frame-
work for the transfer of technology to developing countries. One
major item on its programme is the formulation and implementa-

“tion- of an internationally accepted code for transfer of technology.

Marga reproduces below the text of a draft code prepared by an
independent group of experts convened by Pugwash in July this year.

B Preamble

* I “The decision to direct the attention of this Working Group
of the Pugwash Conferences on Science and World Affairs to a
consideration of a Code of Conduct on Transfer of Technology

. reflects a growing demand of the international community for
= 'Iegulation in this field. We have taken note particularly of:

(1) paragraph 9 ‘of resolution 39 (III) of UNCTAD, adopted
.+ * in April 1972 asking for a study of possible bases for new
" international legislation regulating the transfer of patented
and unpatented technology from developed to developing
countries;



.16

(if) the agreement of the Heads of State of Governments of
the Non-Aligned Countries in September 1973 to continue
the efforts within international organizations to obtain
easier and less costly access to modern technology and for
the adoption of such an international code, taking due
account of the independence of the developing countries;

(iii) the October 1973 resolution of the Interparliamentary
Council calling upon the Parliaments and Governments
of all countries of the world, infer alia, to draw up new
international legislation for the transfer of technology,
including a code of conduct governing this transfer;

(iv) the statement by the United. Nations Advisory Committee
on the Application of Science.and Technology (ACAST)
in November 1973 giving emphasis to the great importance
of moving rapidly towards the formulation of a code;

(v) the request by UNCTAD’s Trade and Development
Board in September- 1973 that the Inter-governmental
Group on Transfer of Technology. at its third session
study the possibility and feasibility of an international _ .
code of conduct in this field; : g

" (vi) the recommendation of the 23rd Pugwash Conference on
Science and World Affairs to establish a Working Group
to “formulate a preliminary draft Code of Conduct’” on
transfer of technology; 28

(vii) paragraphs 15 and 20 of the United Nations General
Assembly resolution 3041 (XXVII) which noted with
appreciation that intergovernmental action was being
mobilized by UNCTAD in a number of fields, including
restrictive business praetices and transfer of technology,
and recommended that the Trade and Development
Board of UNCTAD should select the areas in which
action can be initiated for the negotiation and adoption
of multilateral legal instruments within its field of
competence. :

Objectives and Principles

1.. While technology transfer mechanisms, including those
involving international technology trade transactions, may differ
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according to political and economic systems and levels of develog-
ment, the access to modern technology represents one of the basic
conditions for socio-economic development of all countries s_md the
maintenance of world peace and increase in overall prosperlty. It
is considered of vital importance to establish and 1mpl.efncnt
international rules that would enable every country to participate
on equal footing in the international tec_hnclogy transfer. There-
fore, the present Code of Conduct on Transfer of Technology has
the following objectives and principles:

(i) to establish general equitable rules of _behaviou_r in ?he ‘
international technology markets taking into COI‘lSldflfTatlorl
particularly the justified needs of developing countries and
legitimate rights and obligations of technology producers
and suppliers and technology recipients;

to make clear the distinction between proprietary techno-
logy and freely available technology and reflect this dlS‘_:lllC‘t-
ion in terms and conditions of technological transactions;

(i)

(iiiy to foster the expansion of international trade in pro‘prietaty

. technology on terms mutually beneficial to suppliers and
recipients by eliminating restrictive technology ltrad_e
practices and regulating menopolistic rights accruing to
some proprietary technology.owners for t]:Ee purpose of
assuring the strengthening of the negotiating power of
developing countries; :

(iv) to ensure fair pricing of technology trade transactio_ng, by
assessing all direct and indirect costs to the _remp@uts
and profits to the suppliers, and taking into conmdergt:on,
inter alia, the duration of a contract and the dynamics of

technological progress;

(v) to introduce as a minimum the most-favoured-ﬁcer_lsee
clause in the international technology trade transactions
involving developing countries;

(vi) to expand free flow of non-proprietary technology on a
non-discriminatory basis and through appropriate channels
~ and mechanisms to suit the requirements of developing
countries;
VI
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(vii) to ensure the responsibility of suppliers and recipients to
adapt technological trade transactions and flows of freely
available technology to factor proportions of the countries
with different development levels and to their local develop-
ment needs and absorptive capacity;

(viii) to increase the contribution of technology, under specially
favourable conditions, for the solution of pressing social
problems in developed and developing countries; and

(ix) to ensure that technological transactions entail the streng-
thening of local technological capability of developirt_g
countries, which would permit their endogenous techno-

logical advancement for the purpose of diminishing - -
gradually their technologlcal dépendence upon the outside . - |
world and assuring their, increasing partmpanon in thef Flaonite

world technology productlon and trade.

Scope of Application

2. For the purpose of thls .Code of Conduct the term' el

“technology transfer’” covers any kind- of transfer of proprietary
or freely available technology, independently from its legal form. It
includes, inter alia, the following: ;

covering  patents,

(i) licensing * agreements

together with proprietary or freely-available technology;

(i) licensing agreelpehts covefirig the provision of know-how * .
and technical éxpertise in the form of plans, diagrams, & -

models, instructions, guides, formulations, specifications,
and invelving:personnel training;
(iii) agreements covering provision.of basic or detailed engineer-

ing designs for thé installation and operation of plant and
equipment and for the production of goods and services;

(iv) purchases of machinery, equipment, intermediate goods
and raw materials, insofar as they are part of transactions
involving technology transfer;

(v) industrial and technical co-operation agréements of any
kind including international sub-contracting as well as
provision of management and marketing services; and
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(vi) technology transactions associated with the establishment
and operation of wholly owned subsidiaries or affiliates
and of joint ventures with various degrees of participation.

3. The provisions of the Code of Conduct apply to all
transactions covering {ransfer of technology regardless of the parties
involved whether private capital, state or regional, or international
These provisions should be considered as minimum
standards for achieving adequate conditions of technology transfer
with regard to the development possibilities of developing countries.

Relations between Suppliers and Recipients of Techunology
4. The following clauses and/or practices, inter alia, in transfer

) § tethnology arrangements are likely to have significantly adverse
- effects as restrictive business practlces, whether in developed or

e - developing countries, and shall net be utilized:

Foundation.

bham.org

(i) clauses and/or practices prohibiting or limiting in any

way the export of products manufactured on the basis

" of the technology in question including restrictions on

exports to certain markets, permission to export only to

- certain markets, and requlrernent of pl‘lOI‘ approval of the
licensor for exports;! Wt

(ii) .clauses and/or practices restricting the sources of supply
of raw materials, spare parts, 1ntermed1ate Pproducts and
capital goods;?

(iii) clauses andfor prac’uces usmg quality controls or product
standards by the supplier as a means of introducing
.. unwarranted requirements on the technology recipients;

(iv) clauses and/or practices requiring the acceptance of
additional technology not desired by, the recipient, as a
condition for .obtaining.the technology in question, and
requiring the remuneration for such additional technology,
e.g. package licensing;

(v) clauses andfor practices requiring higher technology
payments on goods produced for exports vis-a-vis goods
for the domestic market;

1 It “ggs (;:onsidcred that in certain appropriate circumstances this might be
Justified.
2 This paragraph is to be read in conjunction with para. (vii) in Chapter V.
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(xvii) continuation of payments for unused or unexploited
30 i 5 1 : i technology;

(xviii) licensee’s undertaking not to contest the validity of the

(vi) restrictions in obtaining competing or complementary oS bataht
supplier’s patents;

technology through patents and know-how from other
licensors with regard to the sale or manufacture of

; (xix) restricting the use of the subject matter of a patent and any
competing products:

4 . . : unpatented know-how license which relates to the working
(vii) clauses and/or practices restricting the recipient’s volume, 9 1. ~ of the patent once the patent has expired;

scope and range of production or field of activity;

(viii) clauses and/or practices whereby the supplier of technology _(XX) the charg@g of oyalties on patents after ."thelr' explr_y.

reserves the right to fix the selling or resale price of the - ole

o s il _ 5. The following clauses and/or practices, inter alia, in

transfer of technology arrangements involving the use of trade
marks_are likely to have significantly adverse effects, whether in

(ix) clauses and/or practices'_req_uiring the recipient of tech- 1
developed or developing countries, and shall not be utilized:

‘nology to enter into exclusive sales or representation

agreements with the supplier of technology:' ; i B iy

(i) requirements prohibiting or restricting. exports by the
licensee of goods®covered by a trade-mark licensing
arrangement; . ‘' o '

(x) limitations on the research and development (R&D)
" policy and activities of the recipient, company;

-(xi) grant-Back provisions establishing a unilateral flow of. ) .
technical information and improvements from the tech- : ; : (ii) the tying of the supply of imports of a product bearing a

nology recipiént without reciprocal obligations from the
technology supplier. All new technologies, patents and

particular trademark to the trademark owner and thereby
prohibiting imports from a third party or a licensee;

improvements developed by the technology recipient as a 3
result of the agreement shall be the property of the tech- b
nology recipient;”

(iii) the use of protection afforded.under the trademark system
to restrict a licensee’s activities;'

"(iv)- obligations to use a particﬁlar trademark with patented
process,or the know-how supplied ;2

(xii). clauses and;“or practices obliging the recipient to convert
technology payments into capital stock;
- (xiii) requiremehts by the supplier in licensing arrangements,
except management contracts, to participate in the manage-
ment decisions of the.rgeipient enterprise;

(v) restrictions in obtairfing competing or ‘complementary
technology from other licensors with regard to the sale

i . ; or manufacture of prodgucts.invelving trademarks.
(xiv) requirements to use the staff designated by the technology 5 g

supplier; i

‘_Relations among Suppliers of Technology
6. All horizontal cartel activities among technology suppliets

(xv) requirements that the recipient pay royalities during the iy _
. involving restrictions on territory, quantity, price -and customers

entire duration of manufacture of a product or the

application of the process involved and, therefore, without ; i ; e, : >4
any specification of time; . i 1 For example, to act as a distributor rather than a manufacturer of the
~ trademarked product. It was recognized that such a restriction might

(xvi) clauses and/or practices prohibitingor restricting the use of _ be justified where “house marks” or “family marks™ were ihvolve.d. ‘
" the technology after the termination or expiry of the 2 It was considered that in certain appropriate circumstances this might be

comtract in question; justified.

‘1 It was considered that in certain appropriﬁ'té circumstances this might be
justified.
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affecting the transfer of technology shall not be utilized against.

developing countries, particularly the following practices:
(i) import cartels;
(ii) rebate cartels and other price fixing arrangements;
(iif) national export cartels;

(iv) international cartels, which allocate markets or controi
exports or imports.

7. Any adverse effects of the following cartel activities on the T

transfer of technology should be avoided: 5

(1) private and semi-official agreements on certain standards
in developed countries; - -

(i1) specialization cartels if they do not lead to a dominant
position; -
(iii) cartels for the exchange of technical information;

(iv) rationalization cartels if they do 26t lead to a dominant
position? :

(v) small-scale industry and small-scale marketiﬂg cartels.

Guarantees
8. The supplier-shall guarantee that:

(i) the technology acquired is in itself suitable for the manu-
facture of products covered by the agreement;

(ii) the content of the technology transferred is in itself full
and complete for the purposes of the agreement;

(it1) the technology obtained will in itself be capable of achieving
a predetermined level of production under the conditions
specified in the agreement;

(iv) national personnel shall be adequately trained in the
operation of the technology to be acquired and in the
management of the enterprises;

(v) the technqiogy is the most adequate to meet the particular
technplog;cal requirements of the recipient given the
supplier’s technological capabilities;

(vi) the recipient shall be informed and supplied with all
improvements on the techniques in question during the
lifetime of the agreement; !

3

S
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(vii) where the recipient of the technology has no other techno-
logical alternative than acquiring capital goods, inter-
mediate inputs and/or raw materials from, or selling his
output to, the technology supplier or any source designated
by him, the prices of the articles shall be consonant with
current international price levels;

(viii) for a certain period of time the supplier shall guarantee
to provide spare parts, components, and servicing of the
technology without additional charges for maintaining
this guarantee;

. (ix) all transfer of technology arrangements should include
a provision by which if licensor grants more favourable
terms to a second licensee these terms will be automatically
extended to the first licensee.

9. The recipient.shall guarantee that:

(i) the acquired technology will be used as specified in the
contract; - . T

(ii) all legitimate paymcnts-és specified in the contract shall b®
made to the technology supplier;

(iii) the technical secrets -as defined in the contract shall be
‘honoured ; 7

(iv) the quality standards of the products specified in the
contract will be reached and maintained where the contract
includes the use of the supplier’s trade mark, trade name, or
similar identification of goodwill.

(v) the socio-economic conditions and needs of the country of
the recipient have been taken into account while entering
into a technology transfer agreement.

Action by Governments -

10. Governments of developing countries shall, if they have
not already done so and consistent with their development objectives
and social and economic policies, take the nccessary legislative
and administrative measures to enforce the application of the
standards on transfer of technology as set out in Sections 3,4,5,6,
7.8, and 9 of the present Code.
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11. Governments of developed countries, both with market
and socialist economies, recognize the rights of developing countries
to take the necessary measures set out in the preceding paragraph
and shall accept the standards set out in this Code, and encourage
the transfer of technology to developing countries based on these
standards.

Laws and Jurisdiction for Settlement of Disputes
12. The following provisions shall govern the procedures
or jurisdiction and settlement of disputes:

(i) the technology transfer agreements between technolog}{""

suppliers and recipients from different countries should

“be subject, with regard to their scope, enforcement and
interpretation, to the laws of the technology-receiving
country; ; '

(i) in the event of a dispute between a supplier of technology
and a recipient of techndlogy, legal jurisdiction for settle-
ment of the dispute shall reside in the courts of the_ tech-
nology-receiving country; 21

(iii) if the laws applicable to the technology transfer agreements
do not exclude recourse to arhitration in this field .and
the parties concerned agree in their contracts to submit
their possible disputes to arbitration, such disputes will be
settled according to the procedyures set out in the contract;

(iv) in order to permit the solution of technical disputes at an
early stage and thus minimize the need for legal arbitration
or judicial settlement of disputes, parties may insert in
their arbitration procedures provisions whereby disputes
of a technical nature would be submitted as soon as
possible after they arise to impartial technical experts
appointed in a way acceptab}e to all parties concerned.

International Organizations

13. The international organizations, within the limits of
their competence, shall assist the developing countries in the
application of the standards of the Code on Transfer of Technology.

Measures According Special Treatment to Developing Countries
14. In addition to the provisions of Sections 4,5,6,7,8 and 9,
transfers of technology to the developing countries shall include
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forms of preferential treatment designed to take account of the
weaker position of their enterprises in the technological, financial
or managerial field. To this end, Governments of developed
countries shall by every means available ensure that their technology
supplying firms grant preferential measures in transactions involving
the transfer of technology to developing countries. Such measures
shall include, inter alia:

(i) phasing out of down payments, or including such payments
as part of royalties on production, on a soft basis;

(i) scaling down of the charges for technology in proportion
to the size of the recipient’s market;

(iii) untying of credits for the purchase, from the most competi-
tive source, of capital goods, spare parts and intermediate
components; A : S

(iv) rebates on imports of raw materials, equipment and
components for licensed production;

(v) development of local technological capability and R & D

by technology suppliers with affiliated companies in

developing countries;

(vi) development of the R & D and technological capability

.of the recipient firm;

(vii) adapting the technology to be transferred to make it

appropriate to conditions and factor endowment of the
recipient country;
(vii) transferring to the recipient firm non-proprietary tech-
nology which the supplier may possess in the field of
activity of the recipient; : s
(ix) sub-licensing rights under special concessional terms.

-

Implementation and Revision

15. The Code of Conduct for, Transfer of Technology should
be the object of a multilateral legal instrument to be internationally
negotiated and agreed upon, and to become binding on signatories
onee the conditions for its entry into.force, to be established in the
legal instrument itself, are fully met. In addition, such instrument
should further define the necessary measures for the full implementa-
tion of, and full compliance with, the Code of Conduct, as well as

- establish the conditions for its revision.



FORUM

Through this new feature ‘The Forum', the Marga Journal hopes to provide
an apportunity to readers fo comment on important issues which are of current
interest. This section would of course be different in purpose and content from
the rest of the journal. The coniributions which would be welcome in the Forum
are perceptions, comments regarding curvent social and economic trends, sensitive
probing of public norms and accepted values, insights into recent events. The
discussion in the 'Forum’ will have to be disciplined within the objective pursued
by the Institute. While being objective and analytical, it would have to eschew
partisan argument or propagandist presentation. The current issue reproduces
the text of a talk given by a University Don on the establishiment of the University
Campus in Jaffna. i

AIMS AND IDEALS OF UNIVERSITY EDUCATION*
- : ' HILARY CRUSZ

It was only a little over a month ago that I visited Jaffna last, to
talk on University matters. Since then, a University Campus has
been established here by as simple a process as a Gazette notification.
This should stir our sense of wonder and lead us to ask, if we have
not asked before, what is a University and what are its aims and
ideals? Those responsible for establishing Universities and
Campuses must, of course, be knowing all this,

Whereas, in my previous address to the school Principals of
your Province, 1 dealt with certain specific matters connected with
“higher education and the establishment of a University Campus in
Jaffna, today T mean to deal more with general principles, while my
- colleague here will give yow the more concrete details.

I am certainly not going to hark back to Taxila and Nalanda
and Padua and Paris and Oxbridge. 1f I do, many people will react
strongly, and label me ancient, medieval and obscurantist. 1
would not come even closer to our time by reminding you that
Cardinal Newman, who gave us the definition of a gentleman, also
gave us his idea of a University, whose basic function, according to
him, is to train good members of society. Thus, at that time, the
social responsibility of a university already came somewhat into
focus. But not quite as much as now, because what was meant by
society then was after all an efite with certain class values and
prejudices that had to be maintained at all costs. We should

* The text of a Talk delivered at Trimmer Hall, Jaffna, on 10 August, 1974
under the aegis of the Council of Public Affairs and the Parents’ Association
of Jaffna, at a consultation in the light of proposals for a University Campus

“in Jaffna.
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ask ourselves, however, whether elitism could be eliminated alto-
gether, whether one sort of elite would disappear only to be replaced
by another and whether, after all, there would not always be an
elitism of the mind,

I shall come, therefore, right down to our times, to the Univer-
sity here and now, not anywhere and everywhere, but in our Third
World. It is only then that we would be able to see whether the
word University is used univocally or equivocally in our parts of the
world, in this somewhat bewildering race for establishing Univer-
sities and Campuses almost by the waving of magic wands.

In the ever increasing literature on the subject of tertiary
education in under-developed countries, three recent statements
impress me greatly. The eminent Nuclear Physicist, D. S. Kothari,
Chairman of India’s University Grants Commission, has penetrating
insights of the nature and functions of a University; in his Dadabhay
Naoroji Memagrial Lectures of 1968, on education, science and
national development. Colin Leys, Professor of Government: at
the University of Nairobi, discusses (1971) the role of the University
in an under-developed country and asks whether it is an instrument

of development or an instrument of under-development. And, . "

only last month, Jamaica’s Prime Minister, Mr. Michael Manley,
gave what he called ‘a mere politician’s’ keynote address at the
Commonwealth Conference of Education Ministers held in Jamaica.
It is a wise and penetrating analysis by one who could only
euphemistically be called ‘a mere politician™ I shall draw on these
three inspiring addresses as I go along, in order to extract from
them what we all want to know, namely the essence of a University
wherever it might be situated, and how we could or should ensure
that ours in Sri Lanka, with its newest campus in Jaffna, will have
the marks of a real University. I shall be brief, since I have to
share time this morning with my colleague from the Department
of History. )

I start with the proposition that a University is fundamentally

*a place for both teaching and research; where the critical attitude is

developed to its highest pitch; where thinking is. both independent |
and courageous; where knowledge is not only imported, and
retailed to the local community, but also exported (in Kothari’s
words, it is ““a port of commerce in the great ocean of international
knowledge’’); a place for furthering not only national integration
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but internationalism as well, and for contributing, directly and
indirectly, to national productivity; and, last but not least, a place
for “‘creative interaction between science and spiritual thought and
insight”’, according to Kothari, who ends his thesis with these
telling words: “for man an unexamined life is not worth living”’.

From all this, we see quite clearly that the University undoubt-
edly represents the apex of the educational pyramid in a country,
and this leads us to the question: whose task is it to establish and
maintain this apex, as much as the rest of the pyramid and by
what process is it estabhshed and mamtamed’?

It is Prime Minister Manley's view' that education is always
an extension of political purpose. Indeed, he says, it is the primary
agent that is available for that purpose. I think-we have to agree
with this view. - Thuys, the University, which is the apex of the
educational pyramid, would ‘be the most powerful agent for that

purpose, and it has to be a political concern in the modern world. ’

This is not to say that it was not so before. Its political character
was there right along, but hidden in various disguises, some religious,
some cultural, some socio-economic and so on. : .

I can almost feel at this moment the beating with joy of many
a political heart, at this brief exposition of Manley’s heart-warming
' thesis. But they will soon be disappointed. Like a refrain running
through a beautiful song, there is his clear-and unequwocal insisterice
that by ‘political’ he does not mean at all “partisan pol;tlcal and
certainly not the kind of politics that.is impatient of debate (and, we
might add, that muzzles and subdues). It is refreshing once in a
while to hear such a statesmanlike utterance on the subject of
educdtlon '

Several corollanes ﬂow trom tht hdb been said so far.

First of all, the appomtm_ent ofa ch-c'tramelfor ofa Umversity
* or head of a campus, indeed of all other important officers and
teachers, and the very establishment of these institutions, will have
_to be done with the true interests of these institutions at heart. In

regard to the appointment of vice-chancellors, Kothari says: “One . -
thing is clear: no method will sucéeed if there be brought in, even |

to a microscopic degree, considerations other than the trueinterests
and well-being of the university.”” We have already seen what
these true interests are.

!
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A university will naturally reflect the social make-up and
condition of the region. There will be poor universities and rich
ones, capitalistic and socialistic ones, and even democratic and
totalitarian ones. The very disciplines will tend to reflect the
features of the university’s local habitation. But in all this we
must guard against allowing all such factors to efface, in various
ways and degrees, those essential features of a university, which we
have already briefly noted. :

A university must think. up, research, and teach, matters
pertaining to the country’s goals of development. -This, says
Colin Leys, cannot be left to others such-as the press, politicians

-and even the people. From this point of view, even the question of

‘manpower needs’ should be settled on the basis of the fundamental
thinking and critical analysis practised in the universities.

This mliversity:s role in national and international integration
will naturally jnclude integration as regards language, race and
religion. But we have to be honest enough to pursue this without
discrimination, that is, not to talk glibly of integration on one

campus while other campusgs of a umversny are blatanﬂy Testric- g

tive and privileged in this rega.rd

It should"be clear by now that by its very nature a university

has always to remajn in.a sta‘ge of tension with whatever government
is in power. Colin Leys expresses this succinctly; “some tension
and even conflict is natural between universities and governments...

The absence of any such®tension should always be a cause for
wonder and usually a cause for some concern... The problem on
both :sides ts not, to: avoid it but to learn to accept it, manage it,

‘steer it"and turn it to advantage” and here I should spcc;a]ly like

to refer to the discipling of science. [ do not know how it is with
other intellectual currency, but scientific propositions must be
essentially falsifiable or else they would not be Science. Not
false, but falsifiable. This is why scientists are basically suspicious

"7 of all establishments and their truths (even their own establishment

and truths), and have the critical outlook developed perhaps to its
highest degree. It is essential that governments and the people
understand this. Science is a process. The social function of
the scientist has, therefore, to be assiduously exercised. Not only
did Galileo talk of taking astronomy to the market-place and of
opportunity for power in the market-place, but Professor Lord
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Zuckerman, the 20th century zoologist, urges scientists (and this
goes for other university people as well) that the time has come
not to leave it to politicians and newspapers to talk to the people
about science and its social consequences, but to do it themselves.

All this does not mean that even the best universities do not
sometimes fail {0 meet the urgent challenges in the course of their
history. Einstein, for instance, bitterly regretted the failure of
the German universities to raise their voice against at least the worst
excesses of Nazism. He expected the universities to be concerned
deeply about moral issues. So we come to our last point: a univer-
sity must harmonise the things of the mind and those of the spirit.
The secularisation of universities was. a good thing, but it freed
them from one kind of bondage, only to land themselves in another.
We cannot go back, as I said at the start, to the ancient Oriental
or European universities but we can look for those elements of
harmony and reconciliation always and ever present in human
thinking. We can learn to understand the spiritual power of
matter-and all that flows from it. Here I am treading on holy
ground. TIn this we have nothing to teach those who profess and
live the faith that is endemic to this region and to the greater part
- of India - the religion which the jesuit Johanns has called *“the most

* searching quest in the natural order of the Divine that the world

has known’.

“In a university campus established in such a place, moral
purpose will loom large in its thinking and will be its first priority
.in forming the minds of its alumni.

It that case, let the first question poscd be:~ What does it
profit a nation (and its university) if it gains the whole world, and
suffers the loss of its own soul. Many things are happening in our
country and in the world, about which we have to be watchful and
vocal. And our University is silent. This is not to be wondered
at, for, even our churches are silent. But silence often speaks
louder than words.”
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