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* For e\alllple"Brazil s financial crisis in 1999 was
closely related to its high budget deficit. which was
8.4% oflts GDP (Woo. 2003)

3 Inaddition. the Sn Lankan experience. especially dur-
ing the late 1980s and the whole of the 1990s, sug-
gests a fifth possible way - privatisation (selling gov-
ermment assets). Further, in recent years, the govern-'
ment has managed to increase non-tax revenue mainly.

‘due to an increase in the transfer of profits and divi-

dends from public institutions. However. considering
the important role of public debt in financing deficit
for a long period, it is necessary for the country to
reduce the debt ratio with a view to reducing debt
service payments gradually.

*Higher revenue collection which reduced the borrow-
ing requirement, appreciation of the rupee vis-g- vis
major foreign currencies as well as higher economic
growth contributed to the reduction in the debt to GDP

ratio(Central Bank Annual Report. 2010).

* Like many other countries, taxing service sector (€.g.;
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- cafes, cable TV connections): real estate(e.g..new com-
mercial construction); and agriculture sector (e.g..
plantations and commercial farms) can be the option
for the country to raise more indirecttax revenue in
the shortrun.
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for2010
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Sl SGBILssT

1 Fiscal reforms were designed and performed as a part
of liberalisation with the aim of achieving macroeco-
nomic balance.

2 For a fuller discussion see Abed (1998) and Kraev
(2004). 5

3 The overgl deficit provides an indicator of pressures
on the current account and of the crowding out of pri-
vate investment.

4 The share of borrowing from the banking sector to
finance the budget deficit has accelerated from 48% in
2007 to 96%s in 2008 (Central Bank, Annual Report,
2010).

5 This accounts for only 0.22 of total budget allocation
(see budget speech, 2012).

6 There are wide disparities between levels in different
regions of the country, the western. province remains
much more developed than rest of the country.

7 For instance, nationwide electricity coverage for Ma-
laysia was 99 per cent in 2009 (World Bank’s World
Development  Indicators, see http: "’
databank.worldbank.org.)

8 See, the Central Bank of Sri Lanka, Annual Report
2004 and 2010.

9 EDUC = -4.1456—0.5885 TEXYt-1 — 0.5441 YPCt-
1- -0.0038 SAP
(-2.324)¥%(3.803) **(2.317)%(-0.633)

Here, EDUC denotes total public expenditure on educa-
tion as a percentage of GDP, TEXY denotes total public
expenditure as a percentage of GDP, YPC is per capita
GDP, SAP is the structural adjustment programme, and
“t” denotes time period.

Note: Figures in parentheses are t-values.

*#* indicates significant at 1% level,

*x indicates significant at 5% level, and The dummy
variable for SAP = 1 in 1978-93 and 1989-93, and =0
in subsequent vear.(See further detail Sumanaratne,
2010).

10 Rs. 95 billion was allocated in this budget to enhance
primary and secondary education (See Budget speech
2012). -

11 Life expectancy is 73 vears for Sri Lanka in 2009,
while that was 65 vears for South Asia in a similar year.
Sri Lanka’s infant mortality rate (12°1000) and under 5
child mortality rate (14 '1000) are good by international
comparison (UNDP, 2007). KB 0 £ BT

12 For instance. persons per doctor decreased from 2307
in2003 to 1462 in 2010; persons per nurse decreased in
the similar period from e

1152 to 752.

13 For World Bank’s World Development Indicators, see
http: " databank.worldbank.org. -

14 For instance; GDP growth rate on average for Sri
Lanka was around 6 percent.compared to 7.percent in
South Asia between 2006 and 2010(World Bank's World
Development Indicators). :

in 2007 (Household Income Expenditure Survey, 2002
and 2007). Eadiis

16 65% of the population directly and in directly depend
on it for their livelihood in Sri Lanka.

17 The elasticity of poverty of a given expenditure com-
ponent measures the percentage change in rural poverty
with respect to a one percent change in public spending
on that component. The elasticity coefficients were
derived according to the procedure used by Fan et al.
(2000). See further detail Sumanaratne (2010).

18 It has been estimated that only 10% of the paved road
network is in a good condition due to a lack of mainte-
nance. This caused increased road user costs, and poor
quality of transport services. See World Bank (2004),
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