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TCBACCO CULTIVATION
AND PROMOTION

Tobacco is claimed to not merely have endangered
lives but also parts of fertile lands in the country.
According to the President of the Sri Lanka National
Federation on Smoking and Health, nearly 40,000 acres are
used annually for tobacco cultivation, chiéfly in the
Hewaheta area of Kandy district, and in the lower plains
of NW.P. If one visits these areas one could see the
extent to which land in Hewaheta has been completely
denuded and hill tops exposed for the cultivation of
tobacco. In the lower plains fertile paddy fields have been
converted into tobacco plantations. The Ceylon Tobacco
Company and the Ceylon Tobacco Corporation encourage
the cultivation of Toobacco by giving  subsidies to the
cultivators and tobacco cultivation generates a substantial
income to thas farmers: altnough  encouragement to
beasanis to grow alternative food crops is not given. Hill
tops in Dumbara which are denuded of all vegetation are
exposed to considerable erosion and as a result much
fertile soil is washed into the river basins below. As
indicated in section of our Special Report in this issue,
the excise duty collected by the Government on tabacco and
its products, will not compensate for the ill-effects of
smoking and the contributing ill-health of the people.

A John Player invitation to

anexhibition of paintings and dawings by

No single factor has influenced the
promotion of the smoking habit and
sales of tabacco based products than the
advertising media. The campaign against
the danger of tobacco smoking has
struck at the root of cigarette sales
promotion by attempting to eliminate
the effectiveness of the cigarette ad. Not
easily outdone, cigarette manufacturers
have continued their promotion through
devious means such as sponsorship of the
arts and sports as seen in this typical
local example in the picture at right. The
ad-media are now being used effectively
by the anti-smoking lobby to get their
message across, as illustrated below.

Senaka Senanayake is the
best internationally known painter
% and sculptor in Sri Lanka today.

Since his first exhibition held
in 1959 when he was only 8 years
old, Senaka Senanayake’s work
has been continyally exhibited on
invitation from recognised
art institutions.

A To date he has held over 95
one-man exhibitions in eighteen
countries.
His work is on display in
. prestigious institutions around the
world including the United
Nations Building in New York, the
White House, the Berlin State
Museum, the Lidice Museum and:...
the Dallas Museum of Fine Agts.
iWe are privileged to be
asspciated with the exhibition.

1he sign of rich good taste around the world
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DIARY OF EVENTS
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Venezeula cut the price of its heavy and extra
heavy crude oil by US$ 2.50 a barrel, its Energy
and Mines Ministry - announced. The cut will
bring prices to a range of between $18.90 to
$ 27.12 a barrel

The U.X. Government's British National Qil Cor-
poration (BNOC) was proposing a sharp 4 dollar
cut from 35 to 31 dollars a barrel in North Sea
oil prices, oil Ministry sources said in London.

The price of gold fell below $350 dollars an ounce
in London for the first time in 2% years continuing
a long price decline with no signs of ending. This
was the lowest since September 1979 and was $ 6.50
below the previous day’s close of 353.50 dollars.

Meeting in Doha, Qatar, the key Ministers of
OPEC informally agreed to cut the oil output
to prevent an oil glut and defend current prices
stated a Reuter report from London.

A Regional Survey Report prepared by the ESCAP
states that increasing poverty, slow growth of in-
comes, lack of employment and chronic trade
deficits continue to blight economic programmes
of South Asia, while in contrast Taiwan, Hong
Kong, South Korea and five member states of
the ASEAN maintained strong rates of economic
growth in 1981 amidst world recession, according
to a desvalch from Bangkok.

Countries of South East Asia were among the
poorest in the world, with per capita incomes
ranging from the lowest US$ 80 in Bhutan to US
$ 260 in Pakistan, the report added.

Two foreign funding organisations — The Com-
munity Aic Abroad, Australia; and Freedom from
Hunger Czmpaign, West Germany have agreed to
grant Rs. 14 million for the expansion of the Tan-
tirimale project in Anuradhapura district and Rs.
10 million for the Waguruwela project in the
Meneragala district respectively, according to an
official announcement.

The government has decided to increase by 42%
the value of Food Stamps now issued to 750,000
persons t¢c make up for the rise in prices of com-
modities. This increase will cost the exchequer an

 additionsl Rs. 1,000 million, according to an official

spokesman. This is as a consequence to a study
recently carried out by the Ministry of Plan Im-
plementation (Nutritional Division) which showed
that the real value of Food Stamps had dropped
by 42% due to excalating prices. The decision is
to restore in real terms the purchasing power of
the food stamps as it stood in September 1979,

The Government approved a proposal by the Min-
ister of Fisheries to write off a total of Rs. 25
million being irrecoverable loans given to fisher-
men prior to 1968.

19

The US AID will provide $ 48 million to Sri
Lanka in 1982, states a report from New York.
Along with the $ 93 million in US development
Aid already in the pipe line Sri Lanka will receive
a total of US $ 141.7 million this year. For the
first time US project aid this year includes pro-
vision for expenditures on private investmental
promotion. Out of $ 48 million for this year the US
had earmarked 3 2 million for projects designed
to promote American foreign private investment
in Sri Lanka. In addition to project aid, US AID
has also allocated $ 25 million for food aid
and $ 25 million for housing investment guar-
antees for this year.

IDA, an affiliate of the World Bank, approved a
credit of Rs. 735 million for joint financing the
foreign cost of the Kotmale transmission project.
The OPEC Fund will contribute Rs. 235 million
towards the foreign cost while the local costs are
to be met by the Cevlon Electricity Board.

Washington—The US recorded a 6.6 billion dollar
surplus in its balance of payments with foreign
countries m 1981 the biggest surplus since 1975
for the widest measure of US economic trans-
action abroad, the government reported today.

Switzerland, West Germany and the Netherlands
acting in concert announced interest rate costs
effective today despite the continuing high level
of US rates officials at the Central Bank of all
three countries said there had been prior consul-
tation but each bank gave different reasons for
their moves (Asian Wall Street Journal).

Despite massive intervention by the Bank of
France the dollar soared 1.1% to 6.2075 francs in
late New York dealings from the previous day’s
6.1375, hitting a record high against the Italian
Lira.

The Government approved a araft convention for
the avoidance of double taxation between the gov-
ernment of Sri Lanka and the governments of
Finland, Belgium, Romania and USA.

Under the proposed convention shipping profits
will be taxed in the country of source with a reduc-
tion of taxation by 50 per cent. However, in the
case of airline profits tax exemptions are granted
in the source country -—— a princirle adopted by
all countries.

The Government approved the signing of loan
agreements with USA to enable acceptance of US
$ 25 million for the Mahaweli Basin development
Phase II and a loan of US$ 15 million for the
Mahaweli sector support. ;

The Government also approved a recommendation
for a loan of US$ 10 million approx. Rs. 205 mil-
lion) from the Asian Development Bank for a
community forestry project.
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ECONOMY OF TOBACCO SMOKING

In the early 16th century, the
Spanish explorers ot America dis-
covered that the natives smoked
pives containing dried tobacco lea-
ves. They introduced this to Europe.
and the English explorers of the
new world brought tobacco —
Nicotiana tabacum —to England in
1558. By the end of that century
tobacco. was imported to England on
a ecommercial scale sufficient to
warrant the imposition of a duty.
Throughout the subsequent years the
rate of smoking tobacco rose stea-
dily. mostly in the form of pipe
smoking.

It is remarkable that tobacco
should have attained such rapid
popularity among people quite un-
recustomed to it, especially as the
early tobacco sgoke had a much
higher nicotine content.

Tobacco was recommended for
its medicinal value by Jean Nicot
French Ambassador to Lisbon after
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whom nicotine was named. It was
highly rated as a phrophylactic
against many ills and also as a
restorative. But it was also con-
demned as a vice by James I of
England. However, since the 16th
century tobacco smoking has increa-
sed not only in Europe but through-
out the world

Cigarettes were first manufac-
tured in Spain in the middle of the
17th century, and English soldiers
returning from the Crimean War
introduced cigarette smoking to
England.

Towards the end of the 17th
century smoking was largely repla-
ced in fashionable circles by snuff
taking, but the ordinary man conti-
nued to smoke pipes. Cigars were in-
troduced at the beginning of the 19th
century and their use never became
wid%spread except on the Conti-
nent.

The production of milder tobac-
cos in Virginia, and the development
of the briar pipe in. 1860 together
with increasing prosperity resulted in
a further steady rise of tobacco con-
sumption throughout the 19th cen-
tury.

Cigarettes began to be popular
at the beginning of the present cen-
tury and cigarettes have steadily
tended to replace the other forms of
smoking. Women hardly ever smoked
until the first World War. Since
then cigarette smoking by women
has inereased, and accelerated shar-
ply during World War II, though
subsequently there was a decline.
Cigarette smoking by women is less
frequent than among men.

Tobacco smoking appears to have
been introduced to Sri Lanka by the
Portuguese during the latter part of
the 16th century, though it become
commercially important in the 19th
century. (See box on page 4).
CIGARETTES AND TOBACCO

There has been a marked in-
crease in the consumption of ciga-
rettes in Sri Lanka. The Annual Re-
port of the Ceylon Tobacco Com-
pany for 1972 shows an increase of
sales of cigarettes from 2,254,000 in
1969 to 3.219,000 in 1972 — increase
of over 42 percent in three years.
Then from 1972 — 1980 (Table I)
it increased from 3,424 million to
5,225.5 million. This indicated an in-
crease of nearly 53 percent during 8§
vears. Even taking into account the
annual export of cigarettes, there is
still an increase not only in the
production but actual consumption
of cigarette in Sri Lanka during this
period.

TABLE I Production of Cigarettes

and Tobacco 1972 — 1980
Year Cigarette Tobhacco Leaf in

in millions Cwits
1972 3424 8n9
1974 3912 658
1976 4181 743
1978 5098 708
1980 5225.5 366

Locally produced tobacco and
manufactured cigarettes are expor-
ted to neighbouring countries. The
quantity of cigarettes exported an-
nually is about 250 million together
with about a quarter million kilo-
grams of tobacco.

BEEDI

The annual production of beedi
from 1978 to 1980 is shown in Table
II. Beedi production has increased
from 1978 to 1979 but there is a
marked decline in 1980, by nearly 50
percent compared to 1977. This is
regarded a favourable trend special-
ly as beedi is consumed not only by
the lower income groups but also by
those whose education is low.

TABLE IT Beedi Production. 1978 - 1980

Year Quantity in millions
1978 2036.2
1979 2657.5
1980 1363.7



TOBALCCO CULTIVATION

The extent ci tobacco cultivation
in acres by years from 1970 — 1980
is given in Table III. The area cul-
tivated has increased from 30,640
acres in 1970 to 38,780 acres in 1980.
The highest was in 1979 when 41,710
acres were under tobacco cultivation.
Thig is being regarded as a conside-
rasie extent of land to be brought
under cultivation to produce a pro-
duct which is injurious to the health
and well being of the people of this
country. A strong argument is that
this land could bs profitably uszd,
particularly for the cultivation of
focdstuffa.

¥or flue
large quanti

inz of tobacco, &
tity of fire wood is needed,
estimated at as much as one acre of
{ive wood for one acre production ©f
10bacco. On ihis  basis the actual
devastation that would take place in
¢ of land would be about 80,000

Acreage of Tobacco Cultivation
by year. 1970—1980

Yearls Acres
1970 30,640
1971 26,130
1972 32.280
973 29,830
1974 24,800
1975 48,110
1976 42,880
1977 34.700
1978 33.870
1979 41,710
1980 28.780

CONSTITUENTS OF
TOBACCO SMOKE

Tobacco smoke is a mixture of
gases and minute droplets. After the
smoke is inhaled, about 50 per cent
of it is retained in the lungs and
some of the droplets are deposited
in the air tubes and air saes in the
ungs.

#From 2 health hazard point of
view, the most important constitu-
ents of tobacco smoke are:

(s> Nicotlne, about 90 percent of
which is absorbed when the smoke
§s inhaled, and about 10 percent
when not inhaled, and the chief
effects of nicotine are on the
heart and blood vessels, the diges-
tive tract, the kidneys and the
nervous system.
¢» Tars which can produce cancer.
) Trritants which chiefly affect the
bronchial tubes
«) Carbon Monoxide which aggrava-
tes heart disease.
=TTDIES ON SMOKING AND
ECONCMICS OF HEALTH

gcientific studles carried out in
several countries indicated that to-
bacco smoking was . .a grave health
hazard. It shortened lives, played an
important part in the causation of
itng eancer. chronic bronchitis, dis-
egses of the heart and blood vessels,
stomach ulcers. eancer of the tongue,
throat. gullet, pancreas and bladder.
It could also result in abortions, still

4

births and death in
when expectant
during pregnancy.

The earliest recorded publication
(ndicating the Health hazards of
smoking was by Raymond Reid of
U.S.A. in 1938. He demonstrated the
short duration of life among tobacco
smokers. However. this {failed to
rouse the health authorities to
action.

It was not until 1950 and agaln
m 1956 when the first study by Doll
and Hill linked smoking and lung
pancer and then the anti-smoking
movement started in earnest.

Next was the publication of the
grst report of the Royal College of
Physicians, London in 1962 showing
che assoclation on smoking with
serious morbidity and mortality.

In 1964 a further publication ap-
peared by Doll and Hill on the lower
mortality of British Doctors who had
stopped smoking. This was a 20 year
study among British doctors. This
study showed “that mortality was
higher in cigarette smokers than in
won-smokers and that the mortality
of men who had begun to smoke
cigarettes under 25 vears of age and
had continued to smoke only ciga-
attes was about double that of life

¢ non-smokers. On this basis it
ls ecalculated that men who smoke
20 cigarettes a day take, on an ave-
rose nearly 6 years off their lives

mothers smoked

early iniancy

and that between a third and a halt
of all cigarette smokers die: because
of their smoking”. In this same
vear the first report of the Surgeon
eneral of U.S.A. on Smoking and
Tealth was published. This report
sstablished a close link between
ciggrette smoking and several disabl-
ing diseases and indicated that ciga-
rette smoking was a Health hagard
of importance in the U.S. to war-
rant remedial action.

These studies “sonsolidated and
ampiified the mass of evidence that
~moking is a serious health hazard
and one that is preventable™

wurther a report published 1In
1971 by the Royal College of Physi-
cigns of England in collaboration
with several other Medical Organi-
aations states that a habitual smo-
xer’s life is shortened on the average
by 54 minutes for aach cigarette
smoked and that in the United King-
dom the yearly deaths in men and
-women between the ages nf 32 and
34 @gue to smoking has been estims.-
ted at 21,400 and 3,750 respectively
and the death toll from lung cancer
at 37,000.

tn the United States It has been
sstimated that 360,000 persens die
annually because of tobacco use, and
that “cmoking is the greatest public
health hazard and the nation’s mocst
preventable cause of death”.

Tobacce’s Importance in the Calonial Economy

Tobacco was an important commercial crop in 19th century- Ceylon

and was 2 state monopoly in the British colony. Tobacco had also been
cultivated and traded in the time of the Dutch and its introduction as a
commercial crop can be traced to the rime that the colonial pOWers gov-
erned the maritime provinces of the island.

|

|

l

|

i

i

k Tobacco, according to historical records, was the main produce of the

northern regions of the colony and the foundation of their prosperity.

1 It was principally exported to Travancore in Southern india. It was also

an important item of the Island’s trade with the Malay peninsula and the

! Island’s of the East Indies, although on the whole the volume of the exter-

| nal commerce of the colony was no

| The tobacco trade was very attractive

1 prought in before its decline. It was dominated by a group of middle-
men, who gradually acquired the controlling interest of the buyer’s mar-

| ket by advancing capital to the producers who were forced to pledge their

ﬁ produce in return. The profit in the trade was considerable-Captain J. T.
Anderson, an English settler in Jaffna, who engaged in the Cochin trade,
estimated his profits at one hundred and twenty five per
volume was variously estimated between two-thirds and four-fifths the
entire foreign trade. The trade was largely clandestine because of the

l restrictions which the East India Company imposed upon it, by discrimina-

i tory duties and by its monopoly practices. The value of the trade, there-
fore, was not adequately reflected in the general customs returns of the
colony, but nevertheless several Governors recognised its importance in the
economy and made determined attempts to free it of restrictions. These

1 floundered on the opposition of the East India Company,

[ Jiljaya Samaraweera in a chapter on Economic and Social Developments

| Under the British in the University History of Ceylon.

The main part of the tobacco trade in the North was with the Raja
of Travancore who held a strict monopoly with the conivance of the
East Indian Company. When the Ceylon Government attempted to break
the Raja’s hold over the market and secure a share of his profits it failed
and the affects proved dis astrous to the trade which then witnessed  a

t considerable.

pecause of the profits it

cent-and its

according to

rapid decline. It was only in the latter half of the 20th century that the
local tobacco trade was again revived.

i
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LUNG CANCER

There has been a great increase
in deaths from lung cancer in seve-
ral countries during the last half
century. This increase has been in
men and women past middle age.
Death rates from lung cancer in-
crease steeply with the increasing
consumption of cigarettes.

Men between the ages of 40 — 49
years who smoke over 20 cigarettes
a day are about 10 — 15 times more
likely to die of Iung cancer and
about three times more likely to die
of heart disease. The differences in
the relative risk of these two diseas-
es are attributed tc smoking as be-
ing the main cause.

Diagram I compares the incidence
of lung cancer among smoking and
non smoking men of all ages in the
United Kingdom. The difference iy
most striking.

The risk of lung cancer is lower
in pipe and cigar smokers than in
ecigarette smokers except where pipe
or cigar are smoked in large
numbers and the smoke is inhaled.

The incidence of lung cancer is
still low in Sri Lanka today. This
probably is because the people have
not yet been expgsed to heavy smok-
ing for a sufficiently long period to
produce the cancerous effects.
HEART AND BLOOD VESSELS

Although greater emphasis has
been placed on lung cancer, there
is strong evidence that heavy ciga-
rette smoking is one of the most
important contributory factors to the
increased incidence of heart attacks.

Young men who die from heart
attacks often have a history of heavy

LUNG CANCER

Tobacco Smoking

is about a 70 percent greater chance
of developing heart attacks among
average  cigarette smokers than
among non-smokers of the same age.
Smokers tend to get more heart at-
tacks with more severe complications
and have a greater tendency to die
after attacks than non-smokers. When

The heart attacks are due ta
sudden blocking of the blood vessels
which supply blood to the heart.
This occurs as a result of progressive
changes that occur in the inner
lining of the blood vessel wall, lead-
ing to a gradual narrowing of the
arteries to the heart. This has been
compared to the formation of lime
deposits in Kkettles. Here cigarette

CORONARY HEART DISEASE MEN ALL AGES

feob]

NON SMOKERS

=8

1 14 CIGARETTES
SMOKED PER DAY

EESOEE

1524 CIGARETTES
SMOKED PER DAY ——{

EECDEREERE

25t CIGARETTES
SMOKED PER DAY —

[ 1

EEEELSERE ST

STANDARDISED ANNUAL 300 400

DEATH RATE/100,000

smokers give up smoking there is a
rapid fall in the death rate from
heart attacks compared to those whe
centinue to smoke.

DIAGRAM II demonstrates the
fncidence of heart diseases among
tmokers and non smokers in the
United Kingdom and the increased
incidence according to the number of
cigarettes smoked daily.

MEN ALL AGES

T

—4- +4-

NON SMOKERS

SMOKERS

PROPORTIONATE

NUMBER OF DEATHS 0

smoking. Liability to heart attacks
increases with the increase in the
number of cigarettes smoked, the
duration of the smoking habit, and
the amount of smoke inhaled. There

200 400

Cardiologists working in the Car-
diology Unit at the General Hospital
Colombo have found that cigarette
amokers have a great risk of dying
from heart attacks.

DOLL & PETO 196

500 600 DOLL & PETO 1976

WHO SUFFERS? ;
Whilst doctors and others inthe higher
socio-economic groups are givingup
smoking, men and women in unskilled
manual work still smoke heavily.

smcking may act independently or in
comkbkination with other major risk
factors such as high blood pressure.
stress, obesity and other diseases.
Cigarette smoking causes damage
to the lining of blood vessels by in-
ducing allergic reactions. Then cal-
cium is deposited on the damaged
lining leading to thickening and
narrowing of the hblood vessels. This
allergy producing substance was
found recently by a pathologist at
Cornell Medical Centre in New York
and he calls it tobacco glycoprotein.

OTHER EFFECTS

Most people have heard about
the “smoker’s cough”. It is quite
obvious that any cough would be
aggravated by the irritant action of
tobacco smoke leading to prolonga-
tion of the condition, Chronic cough
results in a condition called Em-
physema where the lung elasticity is
lost and thereby the function of the
lung is severely impaired. This is a
very common and distressing disease
In temperate climates and causes
many deaths especially in middle
aged and elderly men. Smokers, par-
ticularly cigarette smokers, are much
more affected than non-smokers.
Other factors like air pollution are
contributory ones.

EcornoMIic REVIEW, May 1982




INVOLUNTARY OR
PASSIVE SMOKING

Involuntary smoking is the in-
halation of tobacco combustion pro-
ducts in smoke — filled atmospheres
by a non-smoker. This type of ex-
posure is, in a sense, “smoking”. be-
cause the non-smoker breathes
many of the same components of to-
bacco smoke that smokers ingest. If
is also “involuntary” because this ex-
posure is an unavoidable conse-
quence of breathing in a smoke-filled
environment.

The chemical components in a
sinoke-filled atmosphere are derived
from two sources — mainstream and
sldestream smoke. Mainstream
smoke. is the smoke inhaled and
thern exhaled by the smoker, and
sidestream smoke is the smoke which
{s generated by the cigarette while
it smoulders.

DYNAMICS OF THE
SMOKING EPIDEMIC

The smoking habit has spread
frocm country to country, continent
o continent and to different popu-
lation groups within the same coun-
vy as an  epidemic which has now
covered the whole world as a panp-
demic

DEPENDENCE ON
SMOKING

There 1is definite evidence that
smokers do become addicted to smo-
king. This means that the person so
addicted suffers symptoms of an un-
pleasant nature when deprived of
smoking. The addiction is really to
nicotine and it has been noticed that
smokers who change cigarettes from
a higher nicotine yield, automati-
~ally increase their puffi rate, or
smoke more cigarettes in order to get
the same amount of nicotine

SMOKING HABITS

The habit of smoking is adopted
during adolescence, but surveys in
England have shown that in general
11 to 15 percent of boys smoke ciga-
rettes by the age of 10, and this per-
centage rises by the age of 15, and
at the age of 19 adult habits are
established. Girls smoke less than
boys, but by the age of 15 about 15
percent and by the age of 20, about
40 percent smoke regularly. It was
also found that some children start
smoking at the age of five and about
one in three who become regular
smokers began when they were nine.

REASONS FOR SMOKING
By children

There has been a conslderable
amount of psychological and social
research into the problem why chil-
dren smoke. Most of the research has
centred round‘the period when chil-
dren make thelr first attempts at
smoking. In fact many children are
becoming ‘conditioned’ almost from
bhirth to the expectation that they
will smoke. There are strong corre-

6

lations beween children smoking,

and the smocking habits of their:

parents and elder brothers. By the
early teens children are in the stage
of trying them out. Once adolescence
is reached and influence of friends
and acquaintances begins to assert
itself. The youngster believes that
the tougher, and more sexually
advanced older teenagers smoke, but
the most successful youngsters both
in sport and bocks do not smoke.
Also, the more comfortable and
secure his ecircumstances and envi-
ronment the less will a child need
to find diversions such as smoking.

Youngsters are also influenced
by the same social pressures as
adults, and also by subtle and slan-
ted advestisement to make them
believe that tough and romantically
successful people do in fact invaria-
bly smoke.

There 1s aiso an equally strong
urge ior girls to copy the boys of
the same age group and so they tco
take to smoking.

By sgrown ups

It will be interesting to consider
why people smoke. It is known that
society by and large is made up of
1okers. When a person visits, there
are ash-trays provided, cigarettes are
offered on the general assumption
that people smoke. Even advertisers
suggest that smoking is a normal
thing, and that it is impossible to
completely enjoy the pleasure of
certain situations without a cigaret-
te. Thus people follow the social pat-
tern. Others smoke kecause it is a
social habit. To offer and to accept
cigarettes establishes a bond, and in
this way it resembles food and drink.
As such the smoker may smoke to
be one of the company. Yet others
do so merely for pleasure, for after
sometimes initial coughing, nausea
and even vomitting, most smokers
get pleasure from the taste and
aroma of tobacco smoke.

The majority of smokers claim
that it sedates them, “settles my
nerves” they would say, and also
that it acts as a stimulant when they
need to think and work. There is
experimental evidence that these
effects are due to nicotine and that
both these claims are true, depend-
ing on the dose, on what the smoker
is doing, and on his particular psy-
chological and physical make up

TOBACCO SMOKING IN
SRI LANKA

Tobacco is used in this country
for smoking as cigarettes, beedi.
cigars dry and wet, and pipe, and
also it is chewed with betel leaf.

Two distinet types of clgars are
manufactured, the dry and the wet.
The wet cigar which is smoked and
sometimes chewed is used mainly
by old peovnle. This is actually going
out of fashion. The cheroot is not
commonly used. Really the cigar and

the cheroot will differ only in the
finish.

The beedi consists of beedi to-
bacco mixture with a wrapper leaf
¢ hold the contents., The wrapper
izaf belongs to the dicspyrus family.

Very litle information is availa~
bie about the prevalence of tobacco
smoking among the general popula-
vion. It has not been possible to de-
termine to what extent the tobacco
smoking hakit has extended from
urban areas to the rural popula-
tion.

The information available is from
iimited surveys and studies carried
out by scientific workers during the
last twelve years.

(a) General Survey

In 1969 Urugoda and Senewl-
ratne carried out a study In
Kandy, which had a population of
about 100,000. Theirs was a ran-
domn sample survey utilising senior
medical students. These students
interviewed all Inmates of 15
vears and above In selected
houses. A ‘total 1,121 subjects
were interviewed. Of these 48.2
percent of the males smoked, and
only 1.6 females smoked. S0 per-
cent of the smokers consumed
cigarettes while the remalnder
smoked the beedi or cigar. People
with a better educatioh smoked
cigarettes in preference to beed!
and cheroots.

This study showed that the
per capita consumption of tobac-
co, as well as the proportion of
smokers, and the daily average
number of cigarettes smoked by
them was very low, compared to
figures from the developed coun-
tries

(b) Doctor’s Survey

A turther study was under-
taken by Mendis in 1972 by using
questionaires to determine the
smoking babits of medical doc-
tors. 389 doctors responded to the
questionaires and of these 29.56
percent were smokers, 18 percent
ex-smokers and 52 percent non
smokers. It will be noted that
70.43 percent of medical men wera
non smokers.

It was noticed that 5 percent
of the smokers were in the age
group 40—45, and 28 percent in
the age group 25—39, and only 15
percent over the age of 55 smoked.
Most smokers were in the age
group 45—49.

Even of the 29.56 percent of
the smokers only 68 percent were
regular smokers. and the others
were cccasional smokers. Of the
smokers T4 percent smoked clga-
vettes. 47 percent smoked less
than 10 cigarettes a day and 36
percent 11-—20 clgarettes. Of the
185 smokers and ex-smokers 47
percent had started smoking bet-
ween the ages of 20—24, and 22
{)gercent between the ages 15 and
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The reasons of giving wup
smoking hy the ex-smokers was
fhat they had sufficient evidence
that smoking was injurious fto
health.

() School Survey

To determine the smoking
habits of School children Mendis
in 1972/1973 surveyed school chil-
dren In ten selected schqols in
the city of Colombo. She ques-
tloned 1186 children of the age
group 5—20 years.

TAZLE IV Age Distributior
Who Smoked R

of Students

Present Age Fercent Regular
Smokers

15 6

16 7.6
17 11.6
18 16.3
19 21.8
20 16.7

Of the 1186, 12 percent smok-
ed regularly, 27 percent occasiona-
1ly, and 45 percent never smok-
ad. The earliest age of commen-
cement of smoking was 5 years.
and the mean age was 14.5 years
Bost of the children smoked
cigarettes, The regular smokers
smoked 12 cigarette a week.

TAR AND NICOTINE CONTENT
OF 1LOCAL CIGARETTES

The tar and nicotine content
of different brands of local ciga-
rettes as analysed by the Ceylon
Tobacco Company is given in

Table V.

The tar content of all brands of
local cigarettes is high cocmpared to
15 mg. for cigarettes allowed in some
developed countries. The tar and
nicotine content of chesaper ciga-
retteg such as Three Roeses is higher
compared to the expensive brands
such as Gold Leaf. Nicotine content
of Golf Leaf brand was below 1 mg.
while in Three Roses it was 1.5 mg.
A nicotine content of over 1, mg. per
cigarette may be considered exces-
sive.

The Ceylon Tobacco Company
has agreed to set up the necessary
facilities for continuous analysis of
tar and nicotine content of ciga-
rettes.
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TABLE V Tar and Nicotine Content in
Miligrams per Cigarette of Local Brands ~

BRAND Tar Nicotine

Mg/Cig Mg/Cig.
Player’s Gold Leaf 18.2 0.8
Matterhiorn 20.4 1.2
Bristol 223 1.2
Four Aces 19.4 1.07
Capstan 24.0 11
Three Roses 22.5 1.5

The World Health Organisation
is in the process of analysing the tar,
nicotine and carbon monoxide con-
tent of cigarettes, both imported and
locally manufactured. Five brands of
each have been sent to Geneva.

DISEASE CAUSED BY
TOBACCO SMOKING IN
SRI LANKA

In Sri Lanka very few studies
have been made to determine
extent of disease caused by tobaceo
smoking. Some studies indicate a
co-relation between smoking and
lung cancer.

Studies in India have shown g
higher incidence of cancer of the
moeuth, gullet and oesaphagus in
beedi smokers. Beedi smoke also has
a higher concentration of carcinoge-
nic gubstances. Heavy smoking also
1 mutagenie urine. The
n causes, during pregnancy,
defects and in young adults
genetic diseases.

Ceardiclogists working in the car-
diclogy unit at the General Hospital
in Colombo have noted that ciga-
rette smokers run the risk of dying
from heart disease -more than non
smokers. A preliminary study was

TABLE VI

1. Heart diseases

Respiratory diseases

sl L)

Accidents and Suicide

Diarrhoeal diseases

Diseases of Infancy and Immaturity
Malignancies -

Anaemia and Malnutrition

® N e v oA

Other infections

undertaken to determine the smoking
habits of patients admitted to the
cardiology unit of the General Hospi-
tal. This was a retrospective study of
patients admitied in 1974.

The data was collected from ecli-
nical notes. 100 cases notes were stu-
died and it was found that 35 per-
cent of the patienis Lad been smo-
kers at the time of admission to the
Unit. Of these 63.1 percent had seri-
vus complications of coronary heart
diseases, whereas only 45 percent of
the non-smokers had complications.

A further study of 954 clinical
records of patients admitted during
1979/1980 was undertaken by Siva-
yocham with financial assistance
from the World Health Organiza-
tion. The aim of this study was to
determine the association of tobacco
smoking and coronary heart disease.
51.4 percent of the 954 were smokers
and 26 percent were non smokers. In
the case of cthers there was no re-
cord of the tobacco smoking habit. 90
percent of the smokers smoked ciga-
rettes. The E. C. G. findings showed
that there was a significant increase
in the incidence of myocardial in-
farction among smoekers compared to
non smokers.

Some cardiac complicationg such
as ventricular rhythm and condue-
tion defects were significantly grea-
ter in tokacco smokers than non
sniokers.

LEADING CAUSES
OF MORTALITY
IN SRI LANKA

The leading causes of death for
the year 1966, 1973 and 1977 are
shown in Table VI. There is a com-
plete change in the mortality pat-
tern during the last decade. Now
Heart diseases are the chief cause of
death.

Leading Causes of Mortality 1966, 1973, 1977

(Rate/100,000)

1966 1973 1973
Rate Rank Rate Rank Rate Rank
60.2 3 68.5 1 984 1
53.0 4 64.0 2 93.3-- %9
46.7 3 61.8 3 90:35 3
79.3 2 51.5 5 81.2 4
99.6 1 58.4 4 67.9:F S
26.7 7 31.8 7 387, .17
38.7 6 38.9 6 42.1 6
20.8 8 159 8 I <58



DIAGRAM III: Mortality of Heart diseases and Malignancies in 1966, 1973 and 1977.

100 .

Diggram III shows the relative
increase in mortality for heart dis-
ease and cancer. Tobacco smoking
inereases death from both these
causes.

TOBACCO REVENUES

Sri Lanka’s revenue from tobacco
by years is shown in Table VII. The
revenue has increased by over four
times since 1971/1972 to 1981 from
247.7 million in 1971/1972 to an esti-
mated Rs. 1,040 million in 1981.

TABLE VI Revenue in Rs,
Year Million
1970 — 71 2477
1971 — 72 391.7
1973 341.5
1974 372.9
1975 459.3
1976 451.7
1977 591.0
1978 758.6
1979 800.7
1980 999.7
1981

The annual tobacco exclse duty
generates a tidy sum as revenue. It
is more than the annual expenditure
on the Health Services. Consequent-
ly Government is reluctant to reduce
thig .revenue. The rationality of this
policy has been questioned as a
fair proportion of this revenue is
spent on tobacco produced diseases.

8

HEART DISEASES

MALIGNANCIES

In the

United Kingdom the
annual expenditure on smoking re-
lated diseases at present is 155 mil-
lions pounds sterling.

SOCIO ECONOMIC
IMPLICATIONS OF
TOBACCO

1) Smoking control measures
should primarily be under-
taken because of the deleteri-
ous health consequences of
smoking. However, the econo-
mic losses lend support to the
desirability of smoking con-
trol. The averagz smoker
smokes about 20 cigarettes a
day. Taking the cost of a pac-
ket of 10 Bristol cigarettes at
Rs. 5.50 the monthly savings
of a person giving up smoking
would be about Rs. 330/-. For
a year this would amount to
over Rs. 3,760/- and for five
years with interest it could
amount to about Rs. 26,000/-.

(2) The collection of tobacco re-
venues offers no justification
for delaying the implementa-
tion of measures to reduce
smoking.

The Mechanisms by which
Economics of Society

The health-damaging effects of
smoking give rise to a reduction of
the working capacity of the popula-
tion and to an extra demand for
medical care. Both these circumstan-
ces mean that smoking constitutes a
burden to the economics of the
society.

Amoens smokers there are more
deaths before retiring age than among
nor-smokers. Every such death means
that there is loss in production there-
by effecting the total production of
the nation.

There is more severe disablement
occurring among  smokers than
nen-smokers.  Similarly there is a
greater incidence of illness among
smokers. Smoking may be a contribu-
tory factor in aggravating other ill-
nesses such as respiratory diseases.
All these contribute to loss in produc-
tion with conseguent economic effects.

The total value of goods and ser-
vices produced in a country is general-
ly referred to as the Gross National
Product (GNP). Consequently, smo-
kinz causes a reduction of the GNP
by decreasing the number of work-
days that are actually performed in

G

(3) There are indications that
taxaticn could be used as &
tool for curtailing or modify-
ing tobacco consumption.

(4) The world tobacco economy is
dominated by a few large com-
panies whose combined adver-
tising budgets total about US
200 million.

(5) Tobacco production is seldom
genulnely profitable for the
country concerned or for indi-
vidual farmers and workers
and can lead to economically
important negative consequen-
ces for food production.

(6) The substitution of other crops
for tobacco is a vital factor in
implementing smoking control
in tobacco-growing countries.

STRATEGY FFOR SMOKING
CONTROL
Cbjectives —

(a) Achievement of lower smoking
rates in all age groups of the popu-
lation. This implies the application
of whatever downward pressures
on smoking rates that are practi-
cal. These might include health
warnings on packets, taxation ma-
nipulation, restrictions on smoking
opportunities, encouragement of
the rights of the non-smoker, as
well as measures such as are in-
volved in political, publicity and
education programmes.

Economic ReVIEw, May 1982.
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Smoking Impairs the
--- W. A. Karunaratne MLD.

the country. According to a Swedish
study (Jonsson 1974), the greater part
of the loss of production is due to pre-
mature deaths. this category repre-
senting about half the loss of produc-
tion while disablement and hyper-
morbidity each represent about a
fourth of the total loss of produc-
tion.

The illnesses related to smoking
not only effect work-days, but also
make it necessary to spend extra
large parts of the total economic
assets of the society on medical care.
Most of the assets that are spent this
way might otherwise be used to sup-
ply other kinds of welfare. ‘There-
fore, this  smoking-related extra
demand for medical care, consti-
tutes another burden on the econo-
mics of the society. The category of
costs involved in this connection are
hospital and  out-patient care and
medications. However, these costs
represent only the smaller part of
the total burden posed by smoking
on the economics of that society. The
value of the loss of production
represents an amount of money that
is several times gre-ter than the ex-
{ra medical care costs.

In addition to the loss of produc-
tion and the extra costs for medical
care, there are other categories of
smoking-related costs to the econo-
mics of the society, such as the need
for increased ventilation in buildings

used by smokers. This means
higher building and maintenance
costs.

Finally, there are a few points {o
be noted about tobacco revenues. It
is sometimes said that revenues would,
at least partially, compensate for the
unfavourable effects of smoking on
the economics of the society. This
view is a misconception since no tax-
ation system whatsoever can have
the power to re-create lost work-days
or make an actual need for medical
care unnecessary. (Lincholm 1974).

In order to understand the role
of tobacco revenues we have to dis-
tinguish between two things. First,
there is the national budget which
is a balance between national supply
of assets (national production i.e. the
GNP) and national use of assets (pri-
vate and public consummtion — pri-
vate and public investment). Second-
ly, there is the government budget
which is a balance between income
and expenditure in the business of the
governments administration.

Smoking has an unfavourable ef-
Tect on the first balance_since the re-
duction of GNP due to smoking re-
duces the scove for consumvtion and
investment. Tobacco revenues in this
balance represent just a transfer of
money, not a creation of new assets.
By maintaining the distinction bet-

ween these twoe balances we can also

more easily recognize that the rather
technical sort of benefits of tobacco
revenues in the government budget
could not be taken as an acceptable
excuse for ignoring the need for
each government funded smoking con-
trol action that represents the only
way to reduce those ill-effects on the
economics of the society which are
connected to the national budget.
Eflects of a Reduction in
Smoking on the Economics of
the Society

When speaking of the benefits of
requced smoking, the health benefits,
namelv human values of health and
wellbeing, should be considered the
primary ones, and these cannot be ex-
pressed in terms of money. A re-
duction in smoking will also yield
benefits to the economics of the
soclety. namely benefits that are ex-
pressed in terms of money. There-
fore. it will ke possible to make
comoparison in terms of money bet-
ween the economic value of the pos-
sible benefits and the costs of such
smoking control action that can ac-
complish these benefits.

A study in the United Kingdom
to calculate the effect of reduction
in smoking in terms of improved
labour  capability of the population
and the potential to the GNP, that
might be the result of reduced pre-
mature death and reduced absence
from work due to smoking rela-
ted diseases, show that a 20% reduc-

\

Total e g tal :
national e i : <t § national
produc- : fsﬁ““-‘f’t“'o” 2 | produc-
tion of 1§ or iree e s e e
goods choice o /////"///////‘ :;gg}gf
: = = goods
and S \‘\\ and
services - Smoking-relate services
(Gross . g -extra need fop~ Gross
0 e f '~ 4 (Gross
National 7 /,/ ) pedical Lare "<} ¥ National
Product) e e en R = < =~ § Product)
g : 15 cot S <
S that have \\\\\\ 2
e » to be S s s
e 2 reserved R By
S S for \ o 25
=5 ¥ ] vy S ey
k — \ necessary S \
public o S
\
> purposes & 4

Assets
available

sent an addition to the GNP of £.42
million and by 1981 £.84 million. A
40% reduction of smoking would have
given in 1981 an addition of £84 mil-
lion to the GNP and £ 168 Pounds
million in 1991.

Overview

The major effects of smoking on
the economics of the society are illu-
strated in PFigure 1.— The two: boxes
represent the same society. The left
one of the boxes represents the (hy-
pothetical) case that there were no
smoking, the right one the (actual)
case where some part of the popula-
tion is smoking.

Comparing the two boxes one finds
first of all that the Gross - National
Product is reduced in the society
where smoking ocecurs.

In both cases part of the assets
represented by the GNP has to  be
used for necessary public  purposes,
such basic health care and edu-
cation. In the smoking society
these necessities cost more than in
the non-smoking one.

“A door might be opened to
scrious difficulties” the specialists fear,
“if tobacco consumbtion were allow-
ed to grow without control in the
relatively new markets of the Third
World, where the powerful tobacco
companies have a free - hand...In
the long run, the economy of the de-
veloping countries will be negative-
ly affected, besides the health of
their populations_if they start relying
on tobaceo production as a source of
revenue”. :

N.B. The varijous sections of the boxes in Figurebl are not drawn sg that
their areas reflect the true proporticons between the corresponding amounts

of economic assets.
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(b) The encouragement. of non-smo-

kers to remain non-smokers. The
emphasis of this programme is on
youth.

(c; The cessation of all forms of tobae-

co promotion.

(d) Those who have not yet stopped

smoking, and therefore remain at
high risk should be encouraged to
reduce, as far as possible, their
exposure to harmful components of
tobacco smoke.

(e To maintain liaison with other

health organisations and authori-
ties to ensure maximum effective-
ness and avoid conflict of activi-
ties.

) To achieve public health control of

" relevant industrial and environ-
mental factors which contribute to
lung cancer.

EDUCATION ON
SMOKING

Public information and public

education programmes are two sepa-

rate essential components of a smo-
king control programme that are
mutually complementary.

Education on smoking must as

a general principle be integrated
with Health Education programmes.
Even some Governments have
found it useful to establish national
smoking and health agencies to de-
vise and implement smoking con-
trol programmes.
Objectives would be to:
(1) Illustrate the justification for
smoking control action.

(a) Make the public aware of the
consequences of smoking for
the health of the individual
smoker.

(b) Make decision-inakers aware of
the consequences ot smoking
for public health and the en-
vironment,

(2) Prevent the onset of smoking.

(a) Reduce pro-smoking influen-
ces.

(h) Strengthen individual resis-
tence to pro-smoking influen-
ces.

(¢) Increase the attractiveness of
non-smoking.

(3) Change smoking behaviour.

(a) Induce smokers to perceive
smoking as an important and
personally relevant health risk.

(b) Persuade smokers of the health
benefits of stopping smoking.

(¢) Convince smokers that stopp-
ing is not impossible.

(d) Induce smokers to make an
actual change in their smok-
ing habits, such as stopping or
at least reducing their ex-
posure.

(e) Prevent relapse.

(4) Establish a social climate orien-
ted towards non-smoking
(a) Create a general awareness o_f
non sioking as the natural
behaviour in social life.

CONTROL OF TOBACCO

The Tobacco market is an oligo-
poly which means that it is one domi-
nated by a very small number of
firms which have become more in-
tricately involved with other com-
modity sectors in the world market.
The combine of the seven sisters com-
parable to the oil majors are:

British American Tobacco (Bat)

Imperial Tobacco Co.

Phillip Morris

Gulf and Western

R. J. Reynolds

Rambrandt and Rothmans Group

American Brands.

Competition in Tobacco lasted
only for a short span after the rise
of the modern cigarette industry. It
gave way to a monopolistic phase 1880
— 1911 and then to the present oligo-
polistic organisation. The present
organisation demarcated the market
frontiers, indulged in price leadership
and shifted capital ownership from
one group to another.

The world dominance of the
transnational tobacco conglomerate
companies (known as the TTCC) in-
dulge in a world wide capital accu-
mulation, mass advertising and dyna-
mic cross subsidisation.

They control the manufacture of
cigarettes in the world by about 90
percent of all processed tobacco. Their
direct operations deal with more
than 39 percent of the total world
cigarette output. The balance is made
up by private firms 11 percent; State
Tobacco monopolies in developed
countries 17 percent; and State To-
bacco Corporations .33 percent.

The rationale for the drive to
monopolistic competition was because
of excessive competition which nar-
rowed profits through the pressure of
lower price of the competitors, and
also such monopolies enabled the in-

MARKET BY SEVEN SMOKING SISTERS

crease of profits by various econo-
mies that they could effect. The first
was the birth of the Américan Com-
pany in 1820. This continued its mono-
polistic activities till the birth of
British American Tobkacco (Bat) in
1902, which laid the foundation of the
world tobacco oligopoly.

The Sri Lanka Tobacco Company
is controlled by the British American
Tobacco.

CIGARETTE MACHINES

The industry was given a huge
impetus by the development of the
Bonsack cigarette machine in 1900,
This produced 500 cigarettes a minute.
This technological development was
further improved by 1976 with the
introduction oif the Molin machine
with an output of 5,000 cigarettes a
minute. The production of these
machines are controlled by the Bri-
tish American Tobacco Corporation
and Imperial Tobacco Co. who own
50 percent of the shares. The Tobac-
co industry today is one of the high-
est capital intensive industries in the
world surpassed by only Petroleum re-
fining.

WORLD ADVERTISING

The advertising outlays are a
major component of the TTCC bud-
get. Annually they spend about U.S.
$ 1.8 billion. When a new product is
to be put on the market, the adver-
tising cost is around U.S. $ 50—60
million. It is also well known that
these companies conceal their adver-
tising cost, spécially in developing
countries where supervisory control is
weak.

WORLD WIDE BRIBERY

It was disclosed by one Com-
pany’s affiliate that it hands “pay
offs” to all major political parties and
specially the party that is governing

a country. These “pay offs” are said
to be necessary for the survival of
the Corporations, making the biggest
profits as well as to get favourable
legislation enacted. It has been dis-
closed that over a period of the five
years from 1970 — 1975 one Company
paid U.S. § 19 millions as illegal “pay
offs”. It has also used other funds to
influence congressional ‘and presiden-
tial candidates in the U.S.A. -

CROSS SUBSIDISATION

The present policy of these tobac-
co combines is to cross subsidise other
industries thereby diversifying their
capital investment. Sums involved in
this direction have been staggering
e.g. Reynolds took over Delmonte
Corporation at a cost of U.S. § 621
mililion.

Then to enter into the World
shipping market for Tobacco, the
Sea Land Services, the worlds lar-
gest containerised freight operations
was taken over by the Tobacco Com-
panies at a cost of U.S. $ 530 million.
Similarly, they took over the Ameri-
can Independent Oil Company to en-
sure lower fuel prices. The need for
diversification arose as the Tobacco
Companies had huge sums of money
available for investment.

TOBACCO ECONOMY

The World Tobacco economy has
been moulded and fashioned by the
dominance of a few Tobacco com-
panies. At all stages of production
and marketing a handful of giant
corporations, whose epicentres of
power remain in the United States,
the United Kingdom and South Afri-
ca, exercise decisive control. The to-
bacco industry now stradles, through
cross-subsidisation, the centre spec-
trum of modern business and planta-
tion agriculture.
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(b) Create a widespread under-
standing of the need to estab-
ish non-smoking environ-
ments in public places and at
places of work.

(ii) Design of Programme — in design-
ing an educational Programme
factors such as the followirs
should be kent in mind.

(a) risk of serious disease.

(b) effect of smoking on general
physical fitness.
(¢) risk of frequent incapacity

from 1llnesses such as chro-
nic bronchitis and cough.

(d) economic costs of smoking.

() responsibility to dependants
and others.

(f) displacement of smoking as
a status symbol in opposition
to the efforts of the tobacco
industry to establish smoking
as a symbol of social success.

(g) pollution of the atmosphere
by tobacco smoke (eg. the
rights of the non-smoker).

(h) waste of resources represented
by tobacco production, inclu-
ding the waste of agricultural
land.

(i) special risk of smoking to those
engaged in certain occupa-
tions.

It is essential to realise that the
majority of people are still unaware
of the widespread harmful effects of
tobacco smoking. They do not know
that smoking is a dangerous hazard,
that shortens lives, kills and disables
people, smells foul, creates a litter
problem, pollutes the 2ir, costs a lot
of money which literally goes up in
smoke, and is deeply offensive to
around fifty percent of the people.

It is of paramount importance to
take decisive action to curb the in-
creasing use of tobacco, especially
of cigarettes in order to safeguard
the health of the people. Efforts to
combat it must stand much higher
than now in national priorities for
preventive medicine. Far more de-
termined efforts must be made by
the Government, the health-caring
profescsions, trade unions, teachers
and individuals to discourage this
habit.

The united voice of leading Bri-
tish doctors calls for drastic ac-
tion on the grim forecast - of
dramatic increase in deaths from
lung cancer and coronary heart
disease unless there is a change in
smoking habits.

Steps taken so far by successive
Governments to decrease tobacco
consumption have remained paltry
and hesistant. Total prohibition of a
habit on which so many people were
dependent would be mis-guided be-
cause it would lead to evasion with
consequences as grave as the prohi-
bition of alcohol in the United
States of America and parts of In-
dia. -But legislative measures would
be desirable to  discourage children
from starting to smoke and to help
all smokers whowould like to stopit.

Economic ReviEw, May 1982

It should be much easier to en-
sure that children do not begin to
smoke, than to persuade adults to
stop. Teachers should be instructed
in training colleagues how to dis-
courage children, and they should
abstain from smoking as an example.
Shopkeeper’s should be prohibited
from selling cigarettes to children.
Doctors should ask all patients about
their smoking habits and warn them
of the dangers and set an example.
It is unfortunate that any doctor
should continue to smoke in public.
No smoking should be the mnormal
practice in hospital wards for the
actuely ill.

Smoking in Hospitals

A hospital is a place where smo-
king is particularly inappropriate,
and the general attitude towards it
should therefore be one of discour-
agement. On the other hand, a com-
plete ban will not usually be prac-
ticable. - Smoking by out-patients
and those accompanying them should
be generally forbidden, except pos-
sibly where a canteen is separated
from the waiting area and is ade-
quately ventilated. In-patients should
not be encouraged to smoke. Those
whose condition would be made
worse by smoking should be firmly
discouraged. *f smoking is allowed at
all, it might be 'imited to day rooms
or particular waras (or perhaps if
no other space is available, to parts
of a ward) and to particular times
of day.

Smoking by any of the staff
should be forbidden in any treat-
ment areas, kitchens and food pre-
paration rooms. Apart from this, the
example set by staff, especially me-
dical and nursing staff, is of par-
ticular importance. It is therefore
undesirable that staff should smoke
in any part of the hosrital open
to patients or the public.

Doctors and Patients

There are good medical rea-
sons for advising patients with bron-
chitis, peptic ulcers and heart dis-
ease to stop smoking. Even a smo-
ker’'s cough may be an indication
that the habit should be given up.
If the doctors do not smoke them-
selves, they will be in a better posi-
tion to help their patients. Doc-
tors and medicalmen have a res-
ponsikility for public education
about the dangers of smoking.

Action bv Taternational and

National Organizations and

Governments

Governments of mav nolitiea]
hues subsidize tobacco production
and consumers the world over snend
an astounding $85 to $100 billion
each year to buy four trillion ciga-
rettes.

Although many governments,
particularly in developed -countries,
have recently adopted a variety of
anti-smoking  policies, still more
have done little or nothing to dis-
courage cigarette use.

How is that such a harmful pro-
duct has become so firmly entren-
ched in daily life the world over?
Wny does tobacco occupy good farm-
land in India while peasants starve
nearby?

For the last several years the
World Health Organisation was con-
cerned “about the alarming world
wide- trends in smoking related mor-
tality and morbidity, and the rapid-
ly increasing consumption of to-
bacco.” It decided that “an effective
strategy to tackle the problem” re-
guired “eoncerted effort consisting
of education, restrictive and legis-
lative measures, combined with
coherent taxation and price policies.”
Accordingly, the World Health Or-
ganisation recommended to the
Government of member states, in-
cluding Sri Lanka, in 1976:-

1. to create and to develop effective
machinery to coordinate and suo-
ervise programmes for control and
prevention of smoking on a plan-

ned. continuous and long-term
basis;
2. to strengthen Thealth education

concerning smoking as a part of
general health education and
through close collaboration with
health and school authorities, mass
media, voluntarv organisations,
employers’ and employees’ organi-
sations and other relevant agen-
cles;

3. to consider steps which can be
taken towards ensuring that non-
smokers receive  protection, to
which they are entitled, from an
environment  polluted by to-
bacco smoke;

4, to give serious consideration to
legislative and other measures .

Several countries such as Aus-
tralia, Belgium, Canada. Bulgaria,
Creehorlnyal-ia  France, Israel Ku-
wait, Malaysia, the Netherlands. New
Zealand, Romania and the United
States of America have taken or
are planning to adopt suitable mea-
sures.

Cessation Programme

Cessation programmes to helo
heavy smokers who are determined
to give up smoking have been suc-
cessfully carried out in various
countries in the world. The essen-
tial ingredient to success if that the
smoker must make up his or her
mind to give up smoking. The ces-
sation programmes could only as-
sist them. Unfortunately in  this
country non smoking clinics or cli-
nics to assist heavy smokers to give
up smoking are not developed nor
has the Government established cli-
nics to help such victims.

In other countries where group
therapy cessation programmes have
heen established. thereapy - consists
of a group meeting with a therapist
for about two hours, twice a week,
for about four weeks.
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TABLE IX Growing Turnover and Prefits in Tebacco

Tobacco Company’s Financial Operations

(Rs. million)

Ceylon

Year Taxation
1976

1977 893.8
1978 1,059.4
1979 1,22.1
1980 1,963.4
1981 2,482.2

Profit Profit
vefore after
Taxation Taxaticn
41.0 119
42.4 13.1
48.0 15.2
47.1 24.4
60.7 32.5
75.1 42.6

A breakdown of the Tobacco Company’s contribution to Government
Revenue is given in table VII and is therefore not included here. In the

Report for 1978 the
taxation

Annual
tes that companv

Chairman of the
arcounted that year for 68 per cent of

Company sta-

trading profits or 83 per cent of Company revenue which amounted to Rs.
375 million. Despite the imposition by Government of heavy taxation con-
sumer demand for products continued to grow. More recently other factors
have also contributed to higher prices of cigareties. But, according to the
Company’s 1981 report, despite the higher retail prices, total sales of the
Company’s preducts registered a further increase. More modern cigarette
making machinery has been installed; new products were launched and the
Company has plans for introducing more brands of cigarettes to widen itg

product range.
Source:

There have also been doctars
taking a personal interest in advis-
ing patients to stop smoking by
giving lectures, film shows and
group discussions. ;

In some countries hypnosis and
drug therapy have been successfully
carried out to enable heavy smo-
kers toc stop smoking.

In Sri Lanka what is available
to such people are counselling by
doctors, acupuncture and 5 day
group therapy smoking cessation
programmes. A chewing gum con-
taining nicotine has been used suc-
cessfully in may countries, including
Sri Lanka.

Sri Lanka National Federation

on Smoking and Health

To combat the dangers of smo-
kxing and to promote good health
through the control and prevention
of smoking, the Sri Lanka National
ederation on Smoking and Health
was formed in October 1976. It con-
sists of affiliated organisations such
asi—
sri Lanka Cancer Society.

Samma Ajiva Samajaya.
Sri Lanka Medical Association.
Ceylon National Association for the
Prevention of Tuberculosis.
Collese of Ayurvedic Medicine,
Lanka Jatika Sarvodaya Shrama-
dana Sangamaya.
All Ceylon Public Transport Tra-
vellers’ Federation.

8. Sri Lanka Consumers’ and Users’

Federation.

9. International Temperance Associa-

tion.

10. Centre for Society and Religion.

11. Sri Lanka Association of Communi-
ty Medicine.

and  Representatives of Ministries

such as Health and Education, and

individual members.
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__ The Patron of the Federation is
Hiz Exellency the President of Sri
Lanka. The Vice Patrons are Minis-
ters of Health and Education. The
Federation is an Approved Charity, so
j;hat tax relief is granted on contri-
wutions to the Federation.

It is the view of “The Sri Lanka
National Federation on Smoking and
H}ealth” that the State as a matter
of ngtional policy should adopt pre-
ventive measures against smoking.
As a result of the representations
made by the Federation, the State
has implemented or is implementing
the following:-

(a) The Ministry of Health has de-

cided to adopt measures for
more eflective education of the
public, particularly school

children, as regards the dangers
of smoking. If parents and tea-
chers refrain from smoking in
front of children, or better still,
give it up altogether, it would be
a worthy example to them.

(b)Y The Cabinet decided to ban to-
bacco advertising on the T.V.
net work and the Radio.

(¢) The Ministry of Trade has enfor-
ced the printing of Health warn-
ings in Sinhala, English and
Tamil on Packets of cigarettes.

(d) Local authorities have taken
action to prohibit smoking in pub-
lic places such as Theatres and
Cinemas.

(¢> The Ceylon Transport Board Iis
enforcing non-smoking in buses.

(f3- Air Lanka has reserved a section
of the aircraft for non-smokers.

(g) Legislation to compel tobacco
companies to declare the nico-
tine and tar content of the dif-
ferent brands of. cigarettes.

Committee on ‘Action
on Tobacco and Health’

The Minister of Health has ap-
pointed a Committee to advise him
on the various programmes to be
initiated and implemented so as to
arrest the smoking epidemic.

The Committee consists of rep-
resentatives of the Ministry and De-
partment of Health, the Cancer So-
ciety, the National Federation on
Smoking and Health and the Medi-
¢al Association. The Chairman is the
Director of Health Services.

The Committee will carry out its
work through the sub-committees on
docation, Information Surveillance,
Legislation and Soceio economic im-
plications,

Further Action to be taken by
Government
(&) Provision of non smoking com-
partment in Trains.
(b)Y Carry out more effective educa-

tion of the public particulariy
school children on the dangers
of smoking.

(c) Promote the establishment of
anti-smoking clinics to help those
who have difficulty in giving up

smoking.
(@) Prohibit smoking in all out-
patients departments, treatment

areas and Kkitchens of medical
institutions.

() Encourage by subsidies the cul-
tivation of alternate crops to to-
bacco which could be more use-
ful and profitable to the com-
munity. Consequently the To-
bacco Corporation which pro-
duces annually over a million
kilogram of Tobacco will have
no place in the economy of Sri
Lanka.

() Promulgate legislation to —

(i» Prohibit smoking in offices as
was the practice under British
Administration and in all work
places.

(i) prohibit tobacco companies
soonsoring sports events,

(iii) tobacco advertising in the
Press and in public places.

(iv) sale of tobacco and tobacco
products to Minors.

(v) imvortation of journals with
advertisement on tobacco with-
out the health warning.

(g) Request Cabinet Ministers and
members of the National State As-
sembly to set an example by re-
fraining from smoking in puklic.

It has been established that to-
bacco smoking, especially cigarette
smoking, is on the increase in 8ri
Lanka and also it has been proved
that this habit causes widespread in-
jury to health. It is therefore argued
that since the enjoyment of the
highest attainable standard of health
is one of the fundamental rights
of every human being, it is the para-
mount duty of a Government and
enlightened people to adopt mea-
sures to curb any such dangers to
the health and well being of the
people.
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AGRICULTURE.

Lessons from Water Scarcity in the
Mahaweli Settlements during the
1981—-82 Maha Season

A major objective of the Maha-
weli Irrigation Project through the
pbuilding of dams, reservoirs, tunneis
and channels. was to provide irriga-
tion water to the settlers. However, the
water distribution and on farm water
management has remained a crucial
issue frcm the inception of the set-
tlement programme. Although the
settlers were assured of irrigation
water for both Yala and Maha sea-
sons, they are not allowed either to
use irrigation water independently
or to cultivate the crops of their
choice because of the limited water
in the reservoirs. Firm decisions were
taken by the management regarding
the crop to be cultivated and the
amount of irrigation water to he used
by the settlers, specially during Yala
season. Therefore, alinost every Yala
season the farmers have been dis-
couraged from cullivating paddy
because the usual water supply was
insufficient. The cultivation of paddy
in selected areas of the H system was
prohibited. Farmers were forced to
cultivate subsidiary food crops main-
ly because of the limited water in
the reservoirs.

The Maha season, on the other
hand, was more favourable to the
settlers as far as the water supply
was concerned. Cultivation prac.ces
of paddy have therefore kept impro-
ving every Maha Seascn from about
1976; when the risk of irrigation
water has been found to be at a mi-
nimum and when the certainity of
Monsoon rain was considered. Yield
from the System “H” has tended up-
wards from 1976/77 with the Maha-
weli diversion. As the Maha paddy
cultivation in the past was satisfac-
tory the beginning of 1981/82 Maha
season (latest) also recorded a satis-
factory progress of the cultivation
process. For example, the highest ex-
tent was cultivated and a large volume
of credit was disbursed, according to
the commercial banks’ records. More
settlers transplanted and fertilized.
New sreas of the System H were also
brought under cultivation. However.
the water level of the Kalawewa Re-
servoir began to decrease at the end
of- ‘January 1982; due to absence of
usual rainfall both in the catch-
ment and settlement area. During
‘this year’s Maha season the Kala-

‘-wewa_held only about ore tenth of

itg full storage and was drooping
at the rate of 3 inches per day, ac-
cordine to official revorte. By this

time the majority of settlers were

reaching the final stages of their
EconomIic REVIEW, May 1982

water requirements, for their paddy
crops. More than 90 per cent of the
paddy cultivation reported lost due to
drought, within the Kalawewa area
of the Mahaweli Settlements could
have been saved, if the water supply
could have been continued until the
middle of March, as the management
had agreed at cultivation committee
meetings. Unfortunately, water was
available only until the end of Janu-
ary 1882, according to official esti-
mates.

STRUGGLE FOR WATER

There arose a struggle for irri-
gation water with the announce-
ment of a water scarcity in the Kala-
wewa Reservoir tor further distribu-
tion during the last week of January
19082, Disputes for water amongst
settlers, and conflicts among the
tail-enders and those in the head
reaches of the distributory channels
and main channels were difficult to
control by the management*. As there
was no alternative, a decision was
taken to close the gates of the main
channels at Xalawewa Reservoir,
accept the Jaya Ganga. The in-
tention was to at least save the avai-
1able water for the most successful
areas of cultivation. This decision,
however, led to unrest among the
settlers in Kalawewa area where the
water supply was stopped, particu-
larly at Kalawewa and the Galnewa
townships. Officials were helpless in
this situation and the matter had to
be referred to higher political autho-
rities hefore the settlers succeeded
in getting the gates of the main
channels reopened. However, the
problems of scarcity of water grew
worse when the water level of the
Kalawewsa Reservolr decreased with-
in a short period.

Groups of settlers at the lower
parts of the distributory channels
organised themeselves to resist at-
tempts by those at the headreaches
to retain ~whatever water was left
as they blocked the main channels
near the very gates of their distri-
buting channels. Some settlers who
benefitted from the main channel
on. Balatuwewa side of the Kalawewa
Reservoir collectively built a dam with
sand bags to prevent water flow-
ing into the Kalawewa sidz. Mean-
while, another group of settlers, near
the Kalawewa left bank channel, or-
ganised themselves to clear the mnd
between the middle of Kalawewsa and
their main -gates. The struggle for

water was intense as the majority of
settlers required only two duties of
water to save their crops. Most of the
settlers at the lower part of the dis-
tributory channels within the regions
of Gainewa (H1l) and Meegaliewa
(H2) which includes Kalankutiya
organised their own groups at hamlet
level and all those groups also at-
tempted to form their own area
organisations in order to press their
demands collectively. They also were
now thinking of compensation for
the crop fallure,rescheduling of bank
credit, subsistence support until next
Maha season etc. However, another
group of settlers at the upper part
of the main channel did not coope-
rate with them ‘as they were in a
position to draw on the little water
that was left. Many individuals re-
sorted to their own means for draw-
ing the last two duties of water, such
as through pumping from drainage
channels and nearby small tanks.
Water pump and tractor owners
used this opportunity to increase
their charges. The charges for a 2
inch motor pump went upto about
Rs. 40/00 to Rs. 50/00 per hour
during this periocd.

A significant attitude noted among
the majority of the settlers in the
Kalawewa settlement area was that
earlier they were ready to accept
drought as quite a natural course
in their cultivation lives. They were
used to it during their purana vil-
lage days and tock it for grantea.
But now the same settlers under
Mahaweli settlement often looked at
the drought situation of 1981/82
Maha as “mismanagement of water”
by an outside bureaucracy. Some of
the settlers viewed the situation, not
as a misuse of water by seftlers, but
as misuse of water by few people
through political infiuence. There
appeared to be a strong feeling of a
close link between politics and irri-
gation water in this large scale irri-
gation scheme It was only natural
that the settlers were disegruntled
and were looking for ‘scapegoats’.
Nearly 40 percent of this ‘H’ system
was damaged by drought.

According to official . estimates
“of the total cultivable area in Sys-
tem ‘H’ inclusive of Rajangane and
Kagama — Kattiyawa which are also
in the Kala Oya basin, encompassing
a total extent of 95,000 acres, the ex-
tent seriously affected by the drought
stands at 38.160 acres: of this extent
1t has been pussible to salvage the
cultivations in resvect of 5.830 acres.
In other words the drought ravaged
extent is 32.300 acres which is 24%
of the whole of System ‘H’”. The
worst damage 1is in Meeoallewg
(H2) which includes Kalankutiya,
where it is feared the crop damage
will be as high as 80%.

IMPACT ON THE FUTURE

The scarcity of irrieation water
within the Mahaweli settlement area
during 1981/82 Maha <ceason could
be considered an important stage in
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the development and progress of this
irrigation project because of its pos-
sibility of a far reaching impact
on the future cultivation process and
settlement policy.

a) It gave the settlers an opportunity
to assess the need of collective
forms of action. Many began to
realise that the problems of cul-
tivation were not confined to the
boundaries of only their individual
plots. They organised their own
groups in most of the hamlets
within a short space of two days.

ib) The management will face greater
difficulties in introducing better
cultivation time schedules and
cropping systems as the settlers
crop and time schedules will tend
to be based more on their own ex-
perisnce rather than the schedu-
les of the meanagement. For ins-
tance, cultivation of paddy during
Yala (instead of subsidiary crops)
and cultivation of short varieties
of paddy during Maha szasons are
likely to increase.

{c) Indebtedness, malnutrition and
sickness, and general discontent,
specially amongst the low income
group of settler, could increase in
future, if effective preventive mea-
sures were not taken soon.

(@) Due to lack of capital and low
incomes and uncertainities there
were possibilities of increased
rent lease or ‘share cultivation’
during the next Yala season,
which would weaken the situa-
tion in the following Maha sea-
son.

(e} Recovery of institutional credit
will be a serious problem and the
credit performance might be wea-
kened again. If a decision is taken
to reschedule loans of defaulters,
not; only will future recovery rates
decrease but discipline may be
disrupted in the institutional cre-
dit system.

(f)  Settlers have begun to realize the
importance and value of irrigation
water and the need to improve
frrigation water use practices. The
management could use this ovppor-
tunity to improve water manage-
ment by obtaining the full co-ope-
ration of the settlers.

(8) Regular cultivation of allotments
cannot be - expected from the
majority of low income group set-
tlers, without additional sources of
income, specially during off-sea-
sons, Therefore, it is important to
identify and promote family level
industries and other forms of self-
employment during off-seasons.

.
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TOURISM

The Case for High
Cost. Low Densiiy,
Tourism

Two recent features of Sri Lan-
kan Tourism that have been draw-
ing some attention are the slacken-
ing of the tourist arrivals growth
rate and the drop in the occupancy
rate of graded hotels. Some aspects
of these phenomena were discussed
in the February issue of the Econo-
mic Review with the data available
upto December 1981. Data for the
first guarter of 1982 are still not re-
leased to monitor the trends. In the
meantime it would be useful to
examine some of the policy impli-
cations in these trends of dropping
tourist growth rate and occupancy of
graded hotels. One need not be
alarmed by these trends and may
even visualize turning them into
some positive use by a policy of “low
density, high cost tourism”. In this
it is useful to review at length the
experience of Bhutan which has
consistently gone in for this type of
tourism.

Bhutan opened up for tourism in
the early ’70s but with a very strict
policy that Bhutan is not for every-
one. Rhutan’s bureaucracy planned it
so, right from the Inception. Low
density, high cost tourism was the
guiding principle. Neighbouring
Nepal’s experience made Bhutan
aware of the dangers of mass touri-
sm for both the social and natural
ecology. It was also possible by high
cost tourism to bring in almost the
same economic benefits as 1mass
tourism. Indeed this approach and
its success has now earned Bhutan
a. reputation for good tourist plan-
ning, balancing economic and social
aspects. Valene L. Smith in a paper
titled “Anthrovology and Trurism —
A Science-Industry Evaluation” had
this to state of Bhutan’s tourism:

“To demonstrate the relationship
between host and donor region, a well-
defined, spatially bounded tourist region
whose cultural configuration is under-
stood could then be marketed to a
specific segment of a donor population
to achieve a pattern of tourism that is
mutually satisfactory to the touring and
the toured. Bhutan is a notable case
in point. When the local government
decided to open the country to tourism
in 1974, Bhutanese profited from the
experience of nearby Nepal and deter-
mined to keep the visitor flow carefully
controlled. They instituted stringent visa
requirements and exceptionally expensive
per diem rate, accepted only small grouns
of touring co-nationals (and no indivi-
dusl travellers), opened only three
towns (aside from the border crossing)
to outsiders, and maintained cultural

boundaries by using hotels situated some
distance from Bhutanese farms and
nuclear centres. By these restrictions,
the Bhutanese selected an affluent, edu-
cated clientele and in 1979 only 2000
visitors were admitted, adding a subs-
tantial equivalent of US3 2,000,000
(mostly dollars, Deutsch marks -and
yen) to the national budget. Govern-
ment officials, pleased with their plan-
ning, do not expect to increase the num-
ber of tourists; they prefer to preserve
cultural integrity, and those who have
visited the region deem a sojourn there
one of the most pleasant visitor experi-
ences to obtain anywhere”. (1).

While this academic evaluation of
tourism in Bhutan uncovers positive
aspects of such tourist planning, the
tourist themselves seem to appreciate
this type of tourist experience. The fol-
lowing extracts from an article which
appeared in a New York Times of Nov.
16, 1980 supporis this.

“Quite simply, Bhutan is not for
everyone, and the enthusiastic Western-
trained young people who make up its
bureaucracy want to keep it that way.
“Low density, high-cost” tourism is the
goal. Although the country has been
open to tourists for less than a decade,
the Government is aware of the dan-
gers that mass tourism Dposes ........
The young king, Jigme Singhi Wang-
chuk, leans back against the Ileopard-
skin upholstery in his gilded throne
room and tells visitors that the coun-
try’s “gross national happiness’ should
not be sacrificed in the pursuit of a
greater gross national product ........

There were no beggars; the people
by the roadside looked us in the eye and
smiled. Children approached and ofier-
ed us blossoms. Everywhere we looked
there were prayer flags proclaiming
with each flutter the “ommani padme
hum,” the basic mantra of Buddhism
that loosely translates as the “jewel in
the lotus”. Roadside shrines were be-
decked with prayer wheels and bells
and kites. By a stand of pine trees a
sign erected by the forestry depart-
ment quoted Lord Buddha: “The forest
is a peculiar organisation of nature that
makes no demands for its sustenance
and extends . protection to all beings,
offering shade even to the axeman who
destroys it”,

There are two government hotels in
Thimbu, hoth set on a ridge over-looking
the capital. Both are new and com-
fortable and are built of whitewashed
stucco with the traditional highly orna-
mented window frames — orange dra-

gons with bulging eyes and flower petals.

and demons are among the repeated
motifs. The rooms, which have all the
comforts including a useful electric
heater, are furnished with more dra-
gon-bedizened furnifure. The food is
Western or Indian, mostly bland and
with a good deal of rice and mixed
vegetables in the Chinese style, filling

and reasonable rather than memora-
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ble. There are few taxis and it is &
walk of about a mile to the main
street i e SEE,

At one farmhouse near Punakha
an old man sought to sell us a magical
wooden bowl. He explained that it was
made from a growth on a particular
kind of tree that could be found only
at night because it glowed in the dark.
This bowl, he said, would glow and
warn its owner if poison were put into
it. I did not believe the story but I
believed that the man offering the cup
did. When he asked more than $100
for it, I knew he was reflecting an indi-
genous rather than a tourist value sys-
tenl.

And that ultimately is the charm
of Bhutan — there is an indigenous sys-
tem of values. Bhutan has learned from
the experience of MNepal, which issued its
first tourist visas only 22 years ago. The
more populous mountain country chose
mass tourism; the hippies came and
still come and planes daily disgorge large
package tours. You can fly in a small
piane around the slopes of Everest in
the morning and play blackjack at a
casino at night. There are French, Ita-
lian and Japanese restaurants...........

So far, the omnly foreign intrusions
into Bhutan are limited to Thimbu.
There is, in addition to a daily basket
bail game, a Swiss bakery that was star-
ted by a technician who arrived 15
years ago as an advisor to the radio
station, and a tavern called the Attic,
which was opened by two students who
returned from studying in India”. (2)

The significance of the differen-
tial thrust in tourism planning bet-
ween Sri Lanka and Bhutan is seen
in the fact that while Bhutan earn-
ed US$ 2m from a mere 2000 tourists
in 1979, (US$ 1,000 per tourist), Sri
Lanka in 1979 earned an estima-
ted USS 77T m from 250,164 tour-

ists (US$ 310 per tourist). No
doubt in absolute terms the gross
foreign exchange earnings were

higher in Sri Lanka, but the cost of
the infrastructure reguired to at-
tract and service 250.000 tourist arri-
vals is also considerable. The Bhutan
type of tourism as suggested by the
writer in the New Times perhaps
does not involve muech foreign ex-
change, so that the nett foreign ex-
change earnings may also be higher
than in Sri Lanka.

One must also bear in mind that

Bhutan hag earned US$ 1000/-- per
tourist arrival keeping the low den-
sity of tourist to the domestic popu-
lation at 1:500, while for Sri Lanka in
1979 it was 1:56. (It is now in the
range of 1:35). :

It is also clear that the Bhutan
Government has had tight owner-
ship #and control of the tourist hotel
industry. unlike in  Sri Tanka
where there is considerable forelgn
participation. ‘Such foreign partici-
pation had also been an entry point
for international capital into the Sri
Lankan real estate market, par‘ici-
larly in the Colombo city and its

FEconoMic” REVIEW, MAy - 1982

environs. One conseguence of this

entry point of international capital

into the real estate market in Col-
ombho city was the astronomical in-
crease in real estate or land values
in recent years.

The prudence of the Bhutan
Government’s financial control of
the hotel industry in Bhutan,
and the dependence of the agen-
cies on the Bhutan Government
Travel- Service to get their tour-
ists clients intoc Bhutan (in stark
¢ontrast to some other third world
countries, including Sri Lanka, who
are dependent on international travel
agencies and associations for tourist
arrivals) is obvicus when we read
the analysis of Louls Turner —

“Beyond the physical flows of
tourist-generated imports is the
question of the financial flows stem-
ming from the foreign control which
is the normal pattern of thig indus-
try. In ils purest form, the industry’s
hotels will be owned by internatio-
nal hotel chains who wili siphon off
a2 fair amount of the profits in the
torm of overseas remissions, and, in
addition, there ig the fact that those
holding the top jobs (and therefore
commanding the highest salaries)
will be expatriates who are most
likely to spend money on imported
goods, or to bhank their savings
abread. Even if the host government
is trying to gain control of the in-
dustry, the employment structure of
it wili only change slowly, while the
international hotel chains may well
be retained on service contracts
which, as experience has shown in
other industiies like copper, can give
them an even better return than
when they actually owned the facili-
ties in question (in this case hotels).
Finally, there is the tact that host
governments may well offer tax-holi-
days which leave one wondering If
they can ever get any return at all
A primne example is the Ivory Coast
which is trying to build an African
Riviera and offers touristic and hoiel
companies a variety of tax-exemp-
tions lasting from five to ten years;
in the case of the Club Mediterr-
anenne, the government actually fin-
anced and built the necessary. premi-
ses on the understanding that the
company would not have to pay
anything back until occupancy rates
had reached a certain predetermined
and profitable level.

The dominance of the tourist-
generating countries does not only
show up in economic arrangements.
There are also some political aspects
of the industry which seem to be
unusual for an international indus-
try though not necessarily so for one
so young, cince its youth may mean
that relevant host governments are
not so attuned to economic realities
as those in charge of an older-estab-
lished one (say, oil) may be. For

instance I cannot think of equiva-
lents in other industries to bodies
like IFTO (the International Fede-
ration of Tour Operators) or TOSG
(Tour Operators Study Group),
which think nothing of flying a
delegation down to a host country
to complain about the deterioration
of its standards (Tanzania), the
organisation of an airport (Majorca),
tax-increases in hotel bills (Greece),
over-booking and currency declara-
tion provisions (Tunisia), attempts
to indigenize the employment poli-
cies of tour operators (Spain) or
nolicies toward charter flights (Mal-
ta). One is almost as surprised by
the success they have had in visits
(normally they return to find the
host government has taken the
necessary steps) as by the fact that
the host governments actually re-
ceive such delegations. It is extre-
mely difficult to think of the oil in-
dustry sending a delegation to the
Middle East to protest about OPEC’S
taxation policies, for instance”.3.

May be it is too late for Sri
Lanka to now fall in line with
Bhutang tourism planning, yet we
may learn from it to convert the
present trends of falling growth rate
of tourist arrivals and dropping
occupancy rate, possibly due to in-
creasing hotel charges, to our advan-
tage. May be it can be led to a policy
of contained tourist arrivals but of &
kind who are willing and have the
funds to spend more at the rates we
fix for the hotels. The containment
of tourist arrivals may alsc contain
the spread of tourism and some of
its inevitable negative consequences
over a larger geographical area in
Sri Lanka.

Whatever the merits and de-
merits of low density high cost
tourism; it implies that lowering of
hotel rates is not necessarily the only
answer to falling growth rates of
tourist arrivals and occupancy rates.
Accommodation capacity too needs
careful planning and monitoring. It
is always advantagous for the travel
trade to ask for more accommoda-
tion capacity, for in any situation of
excess accemmodation capacity, they

-have greater bargaining power with
the hoteliers on hotel charges.

NOTES:

1. Valene L. Smith — *“Anthropology
and Tourism — A Scienee’ — In-
dustry Evaluation” — 1980 Annals
of Tourism Research vii' (). :

27 Micheal T. Kanfuran — “The Re-

mote Kinedom of Bhutan. wel-
comes a hanpy few”. New  York
Times, November 16, 1980.

3 Louis Turner — ‘“The Internatio-
nal Division of Leisure:.  Tourism
and ths Third World”. Wor'd De-
velopment, Vol. 4 No. 3, 1976.
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Japan’s growing share of the Sri Lanka market

For the first time in recent
years Sri Lanka’s monthly balance
of trade (in merchandise) was found
to be favourable when external trade
statistics for November 1981 were
released by the Customs recently.
With imports in November 1981
at Rs. 2,125 million and exports at
Rs. 2276 million there was a sur-
plus of Rs. 151 million in the trade
balance. This was commented on
verv favourably by sections of the
media, though they all failed to
observe the main reason for the
lower import bill was that while
in the month of November 1980
the import of petroleum products
added Rs. 1,230 million to the im-
port bill, in November 1981 petroleum
products imports amounted to only
Rs. 196 million. This difference of
Rs. 1,034 million contributed in
large measure to the lower import
kill in November 1981.

A more significant factor in
the pattern of trade was the sour-
ces of supply of Sri Lanka’s imports.
Apart from the sources of oil sup-
nlies, viz. Saudi Arabia and Iran, (sce
tables) which generally account for

Table 1 —-IMPORTS 1981 AND BALANCE OF TRADE

20% - 25% of the annual import
bhill, the other main sources of im-
ports were Japan, U.S, UK, Sin-
gapore, West Germany and South
Korea which together have accoun-
ted for nearly 43 ©percent of the
country’s import bill in 1981, as seen
in table 1.

The percentage share of imports
from Japan is of significance in
this regard. Under normal con-
ditions Japan should have held the
leading position but with the Iraq-
Iran war in progress Iraqi oil sup-
plies have been cut and its share
concentrated more with Saudi
Arabia.

Since 1978, following the intro-
duction of liberalised trade policies,
Japan has emerged as the major
supplier of Sri Lanka’s imports. De-
mand for foreign products was di-
verted to goods such as machinery,
equipment, fertilizers, electrenic
and electrical goods and applian-
ces, motor vehicles and construction
materials, all of which Japan was
in a strong position to supply. Japa-
nese agencies moved aggressively
into these markets and succeeded

in edging out the competition from
most other sources in specific pro-
ducts such as motor vehicles, T.V.
sets, electronic apparatus and con-
struction materials.

A clear case in point is cement,
which was the subject of a market
study by the People’s Bank, Re-
seaych Department in 1981. Between
1978 and 1980 as many as 15 coun-
tries have supplied cement to Sri
Lanka. In 1978 nearly all imports of
cement came in from Philippines
and Singapore; while in 1979 too
these countries provided a major
part of our cement imports though
about seven other countries, in-
cluding Japan, had also entered the
market. In 1980, however, = Japan
had moved in as the leading sup-
plier in terms of value from sixth
position in 1979. In terms of quan-
tity, however, Philippines and Sin-
gapore, were yet slightly ahead of
Japan in 1980; and Sri Lanka
imported cement from thirteen dif-
ferent
1981 supplies no longer came in
from most of these sources and even
the Philippines and Singapore had

become comparatively small sup-
piiers. For various reasons most
builders have become convinced

that there is no product comparable
to .the Japanese and supplies from
other sources were not even being
given consideration for this rea-
son.

(according to 10 leading sources of supply)

Balunce of

Country Value (CIF) % of Exports % of
Rs. Million Total (FORE) Toicl Trade in
Rs. Million Merchandise
Rs. Million
1. Saudi Arabia 5,246,9 15.2 632.3 i3 4,614.6
2. Japan 4,969.9 144 685.9 3.6 4,614.6
3. US.A. 2,489.6 7.2 1,290.6 6.7 - 1,156.1
4. TIran 2,349.%8 6.8 488.6 25 - 1,861.2
5. UK. 2,139.1 6.2 1,290.5 6.7 ~ 848.6
6. Singapore 1,904.5 5.5 457.2 2.4 1,447.3
7. Germeny 1.741.5 5.0 1,115.3 S -~ 6262
8. S. Korea 1,556.4 4.5 9.2 0.0 - 1,547.2
9. India 1,459.6 4.2 563.6 2.9 - 896.1
10. Australia 1,067.8 3.1 210.9 - 1.1 ~ 856.9
Others §,659.4 27.9 12,736.1 63.4
Total 34,584.5 100 19,480.2 100
TABLE 2--EXPORTS 1981 AND BALANCE OF TRADE (according to 10 leading markets)
Country Exports 2ot Iriiports % of  Balarce of
(FOB) Total (CIF) Tetal Trade in
Rs. Million Rs. Miilion Merchandise
Rs. Million
1. USA. 1,290.6 6.7 2,489.6 U2 - 1,199.1
2. UK. 1,290.5 6.7 2,139.1 6.2 - 848.6
3. Germany FR 1,115.3 3.7 1,741.5 5.0 — 626.2
4. Saudi Arabia 632.3 3.3 5,246.9 15.2 - 4,614.6
5. Japan 685.9 3.6 4,969.9 14.4 - 42840
6. UAR (Egypt) 623.0 32 25.3 <01 - 597.7
7. Iraq 588.4 3.0 5.7 00 - 582.7
8, India 563.6 2.9 1,43%.6 4.2 - 896.1
9. Tran 488.6 2.5 2,349.8 6.8 - 1,861.2
10. Malaysia 459.4 2:4 - 4359 13 4 23.5
Others 12,325.3 63.3 13,138.5 38.0
"7 Total 15,480.2 100 - 34,584.5 100

=
(o)
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Constraints to local industrial production
and prospects
Although the rate of growth of

industrial production in both the
public and private sectors declin-
ed last year the Ministry of Indus-
tries expects a better performance
in 1982. In a foreword to a pub-
lication from the Ministry’s Progress
Review Division, the Ministry’s Sec-
Tetary indicates that in 1982 a grow-
th rate of about 10 percent is

expected in respect of the public
sector industries under its purview.

In 1980 the increase in industrial
production was estimated to be 6
percent, compared with 4 percent the
previous year. The 1980 growth rate
was still considered not sufficient to
help the country to attain a rea-
sonable. economic growth rate:

The advance of Japanese sup-
pliers in the Sri Lanka market is
evident in the growing value of im-
ports from Japan as seen in table 3.

Giving due consideration to the
changing exchange rates and the
value of the rupee, the upward

movement in the value of imports
from Japan can be seen clearly in
‘these figures; rising from Rs. 398
million in 1977, to Rs. 1,590 million in
1978, Rs. 3,005 million in 1979 and
Rs. 4,302 million in 1980 it reached
Rs. 4,970 million by 1981. Other sour-
ces of supply as noted earlier, which
significantly reflect the direction in
Sri Lanka’s import trade pattern,
were US, UK, Singapore, West Ger-
many and South Korea which to-
gether supplied more than 45 per-
cent of Sri Lanka’s imports in 1981.

The balance of trade (in mer-
chandise) is also noteworthy in this
regard. (See table 4). The largest
adverse trade balance for Sri Lanka
was RsS. 4,545 million with Saudi
Arabia (whose market is very limi-
ted), followed by Rs. 3;953 million
with Japan. The most favourable
trade balance on the other hand
was Rs. 547 million with Iraq and
Rs. 536 million with Egypt. Among
the countries of Asia, Malaysia
stands out as as the most favour-
able of Sri Lanka’s trading part-

Imports

Japan =
Saudi Arabia
UK.

Iraq

Iran

India
Singapore
US.A

Others

R AL Wikl

ners in 1981 having imported Sri
Lanka produce to the value of Rs.
459 million. Of the 110 countries Sri
Lanka traded with in 1981 she
recorded a favourable meorchandise
trade balance with ag many as 60
countrizs. Among the first 15 were
the following:

TABLE 4

COUNTRIES HAVING FAVOURABLE
BALANCE OF TRADE WITH
SRI LANKA IN 1981
(First 15
countries)

since in order to achieve this tar-
get .a growth rate of about 12 per-
cent was required. In the light of
this situation the production outlook
1981 was described as “rather
gloomy”. Despite g marginal in-
crease in total output of public
sector enterprises (excluding the
Petroleum Corporation) during 1981;
in real terms, the overall output
of public sector industrial enterpri-
ses is estimated to have recorded
a decline of 1 percent last year,
compared with production levels
of 1980. This was mainly due to
the substantial decrease in the pro-
duction of the Petroleum  Corpo-
ration whose refinery was shut
down for repairs in February 1981.

There were also other sectors
of industry which suffered a drop
in production in 1981 as compared
with 1980. An index maintained by
the Central Bank revealed that out-
put of fabricated metal products fell
by 29 percent, output of the basic
metal products and wood and wood
broducts sectors fell by 14 per-
cent; food, beverages and tobacco
products by 7 per cent, and chemi-
cal products by 5 percent.

Officially the drop in produc-
tion in the industrial sector has
been attributed to the ‘unprece-
dented” interruptions of power the
manufacturing = industries under-

Country Surplus Rs. Mn. | went in the early part of 1981. ng-
ever. the effect was minimised when
21,: Egl;;sg:a?UAR) gg;é several affected industries promptly
BT 582‘7 adjusted to the situation by switch-
. q - Ing over to stand-by generators
4, USSR 413.8 and making necessary adjust-
5. Kuwait 330.6 ments in their work shifts.

6. Jordan 241.7 There was also g restraint on
7. China 174.5 bank lending and money was
8. Syrian Arab Rep. 169.7 more  costly and difficult to get,
9. United Arab Emirates 1493 Advances granted by the banks, to
10. Poland 1215 this sector, indicated a Substantially
v 1103 slow rate of growth in the first half
: : ah : of 1981 when compared with the
2. Chile 109.3 corresponding period of the previous
13, TItaly 82.8 year. Advances granted to the
14. Chechoslavakia 77.0 :{veatrlng gpparel 1ancl leather in-
15. Iceland 76.2 ustries had declined by Rs. 105
million during this period. (Total

Source: Sri Lanka Customs Returns

Table 3—SOURCES OF SRI LANKA’S IMPORTS 1977-1981
(in order of main suppliers in  1980)
1977 1978 1980

Value %of Value Y of  Value % of Value Yaof  Value % of
C.LF. C.LE C.LF. C.LF. i C.LF. ]
Rs. Mn. Total Rs. Mn. Total Rs. Mn. Total  Rs. Mn. Total Rs. Mn. Total
398 100 1,590.4 11.0 3,005.3 133 4,301.8 12.8 4,969.9 144
747 12.4 1,385.3 9.6 1,569.7 7.1 3,527.5 11.5 5,246.9 15.2
327 5.0 1,396.1 9.6 2,014.9 8.9 3,206.0 7.6 2,139.1 6.2
— — 20.5 1.5 704.0 3.1 2,082.2 6.2 5.7 0.0
586 9.7 858.3 5.7 739.7 33 1,814.3 5.4 2,349.8 6.8
377 6.2 1,242.0 8.6 2,3344 10.4 1,594.2 4.7 1,459.6 4.2
126 2.1 405.0 2.8 1,358.8 6.0 1,520.1 4.5 1,904.5 5.5
538 8.9 1,104.6 6.7 1,211.0 54 1,492.6 4.4 2,489.6 7.2
2,908 484 6,611.2 45.2 9.622.6. 42.7  14,098.7 41.9 14,019.4 40.5
6,007 100 14,6134 100 22,560.4 100 33,637.4 100 34,584.5 100

Total
Ecoromic RevIEwW, May 1982



pank advances to manufacturing in-
dustries by end of June 1981 were
Rs. 3,324 million). The other indus-
trial sectors which recorded de-
creases in their advances  were
basic metal products (Rs. 61 mil-
lion): fabricated metal products,
machinery and transport equipment
(Rs. 50 million); and rubber and
plastic products (Rs. 36 million).

One other significant factor
which has begun effecting the
smooth running of industries has
been the gradual eroding away of
important skills from the country.
Scientific and Industrial institu-
tions have been effected by a short-
age of scientific and skilled per-
sonnel. There was also the

continuing shortage of other mana-
gerial skills such as Accountants,
categories of Engineers and Mar-

keting personnel. By 1981, it was ob-
served that even middle grades of
skilled employees were in  short
supply. Personnel for skilled opera-
tions and even others like welders,
carpenters, masons, electricians,
drivers were getting very  scarce.
This effected the expenditious com-
pletion of capital projects and at
times has even hindered normal
production.

The question often raised, how-
ever, is-how far did the liberalis-
ed ' import policies affect particular
industrial sectors? There is no doubt
that in most of the particular pro-
ducts listed earlier (where produc-
tion decreases were recorded) direct
import. and -distribution has proved
far more profitable. In the Public
Sector the producers of paper, leather
products ceramics, steel and hard-

ware products faced strong compe-
tition from the imported products.
For instance, the Ceylon Ieather
Products Corporation was finding it
hard to face competition from chea-
per varieties of footwear made from
imported plastic materials. Or again,
the National Paper Corporation en-
countered difficulties in marketing
its products due to the import of
a range of cheaper types of paper
into the country. Another clear
example that has come to light is
that of glass. The Chairman of the
Ceylon Glass Company (a Public
Company) is reported to have told
its annual general meeting recent-
ly that imports had very seriously
effected the Company. There were
79,000 gross of unsold stocks of
glasses and the loss for the year
1981 was Rs. 14 million. The two
factories of the Company were tem-
porarily closed for a period of 6
months as a result.

The Secretary of the Ministry of
Industries observed at the end of
last year that the importation of
large quantities of low priced
(even sub-standard) products was
possible because certain countries
offered special export incentives to
enable surplus goods in their coun-
tries to be freely exported to coun-
tries like ours, which have libera-
lised import policies. He added, how-
ever, that: “in 1982 it is hoped that
there would be some positive: changes
from the present position in respect
of © imported finished = goods since
it is expected that with the modi-
fications in the tariff structure a
fair competition with imports would

PROD CTION OF SFLEC TED MAJOR INDUSTRIAL ENTE RPRISES IN THE
; uly ; Pi‘]’LK‘ gFC’iOR

e 5 v 1977 1978 1979 1980% > 1981*
1 "National f‘exulemeshed Cl')[h(MC‘L ‘000)41,775 43,178 . 18,344 .. 11,598 15,726
Wellawatte Coton Cloth (Meters ‘00¢) 11, 296 12,474 10,816 9,166 7,571
Synthetic Cloth J. B., Ceylen Silks 4,682 - 4,580 3,976 3,261 2,115
2. Ceylon Cement ~Portland met. tons 356,256 - 573,466 591,803 551,026 $30,948
Masonary Cement — — 68,800 71,338 74,731
3. Paper-Paper & Product Mt. Tons 19,740 25500 22,317 21,261 © 23,746
4, Steel-Rolled Products  Mt. Tons 24,555 --33,113. 45,354 - 72,268 - 62,783
Wire products Mt. Tons 7,594 14,149 10,963 12,423 10,264
5. Oils & Fats-Provender Mt. Tons 44,420 41,817 62,927 80,927 47,693
ks Fatty Acid Mt, Tons 444 - 472 359 357 =5
6.. Plywood~ Doors Nos. ’ : 32,736 19,638 43,201 . 121,055 21,108
— Swan Timber Cu. Meters- 2,471 2,786 2,775 3,166 1,435
pE Ply Board Sq. Meters 109 211 170 288 388
7. Ceramics= Crokery Mt. Toris 2,498 3,542 3,572 3,281 2,947
ik Sanitory Work Mt. Tcns 648 812 829 1,068 1,040
8. B.B.C.-Soap Mt. Tons 6,050, 6,279 6,226 5,316 ‘4,706
9. Sri Lanka Tyre- Car & Jeep tyres Nos.' 98,836 - 142,898 145213 131,414 89,399
L Tubes & Flaps Nos. 183, 444 241,484 205,781 164,294

" * “Source:

18
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266,487

*  Provisional

" 10 percent growth in public

be permitted.” His forecast for a
sector
industries in 1982 appears to be

based on this expectation.

There are signs that the libera-
lised policies have benefitted the in-
dustrial sector in certain respects.
For instance there has been a deli-
berate attempt by manufacturers to
upgrade their products and compete
in the market with the imported
gcods. New machinery, newer tech-
nology and higher guality raw
materials are all more freely availa-
ble. Among some industrialists there
has been a new enthusiasm gnd new
patterns of preduction from about
1978. The results are seen in the
generally improved standards, and
quality of manufacture, in the local
industrial sectors such as textiles
and metal products. -

The paradox in the situation is
that while some industries have en-
joyed the benefits of the libe-
ralised economic policies and adapt-
ed themselves to compete with goods
of international standards, other in-
dustries have found major cons-
traints to their growth in these
policies. (A survey conducted by the
People’s Bank Research Department
showed that in 1978 just over 50
percent of local industries were ad-
versely affected by the new libera-
lised policies). The most logical step
therefore, would be to create an en-
vitonment favourable to stimulating
the expansion and upgrading of local
industries while gradually. elimi-
nating the constraints they - now
face. Neither complete controls  of
imports nor complete removal of
price ceontrols. have helped; the
former has only resulted in a shel-
tered market and shoddy goods for
the consumer, while the latter has
resulted: ~in manufacturers making
unconscienable profits at the expense
of the consumer. While it is vitally
necessary, in the interests of local
industry, to discourage the import of
substandard goods it is eoually im-
portant that free imports be per-
mitted especially of essential raw
materials and machinery, and = also
goods of quality which will help to
set standards for local industry.. A
means of striking a balance  in

these two seemingly contradic-
tory objectives is the problem: Now
facing the different authorities

responsible for industry, trade and
aid.
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Some Aspect of the Foreign Currency
Banking Scheme in Sri Lanka

Upali Vidanapathirana

Judging from the growth in the
numbers of Foreign Currency Bank-
ing Units and their total assets and
liabilities, over the last iwo years,
since they were set up, the FCBU
concept appears to have gained con-
siderable ground in Sri Lanka. Upali
Vidanapathirana of the People’s Bank
Research Department places this in-
ternational banking concept in  its
regional perspective, and notes that
unconfirmed data suggest that the
bulk of the offshore business at
present is centred round the presti-
gous international banks. A more
specific evaluation of the performance
of the FCBUs is not possible due
to the relative inaccessibility of in-
formation.

The Foreign Currency Banking
Scheme was introduced on May 2,
1972, with a view to promoting Col-
ombo as an international financial
centre. Instructions were issued by
the Cenral Bank of Ceylon to all
the commercial banks willing to
participate in this scheme to estab-
lish Foreign Currency Banking Units.

These Units were considered to be
& forerunner to the development of
o fulfledged off-shore banking cen-
tre and by the end of 1981 as many
as 23 of the 24 commercial banks
operating in Colombo (see table 1)
had taken to it. This includes the
four local commercial banks, i.e. the
Pecple’s Bank, Bank of Ceylon, Com-
mercial Bank and Hatton National
Bank, which entered into this lucra-
tive trade by establishing F.C.B.Us
in their International Divisions. The
participation of indigenous local
banks side by side with branches of
the established foreign banks, (both
new and old) in the Foreign Cur-
rency Banking Scheme, intensified
competitivenesg of this trade.

A global view of the Off-shore
Banking Centres suggests that they
are known under different names,
i.e. Off-shore Banking Units. (OBUs)
in Philipoines, Asian Currency
Units (ACUs) in Singapore, Over-
seas Banking Units (OBUs) in Bah-
rain, Foreign Currency Banking
Units in Sri Lanka, Restricted
Licence Banks (RLBs) in the United
Arab Emirates ete. (1) The FCBUs
in Sri Lanka have to move a few
more steps to graduate to the stace
of fulfledged off-shore banks. (In
some instances the functions of the
Unit (FCBU) have been restricted

EconoMmic REVIEW, May 1982

only to transactions of an interme-
diary bank transferring aeposits ©0
major off-shore banks located else-
where). The operations of these
Units in certain areas have been
restrained by the Central Bank of
Ceylon to steer the financial trans-
actions in a favourable direction.

PROSPECTS FOR OFF-SHORE
BANKING IN SRI LANKA

Unlike most other Asian coun-
tries (with financial centres) like
Singapore, Philippines and Hong-
kong, the operations of foreign banks
in a competitive environment, both
for off-shore and domestic business
had been hitherto unknown in ban-
king circles of Sri Lanka.

The virtual isolation and lack
of competition in commercial bank-
ing activities and money market
operations had been reversed by the
liberalization of econumic policies in
the latter part of the 1970s. The new
economic policies invifed both the
local and foreign banks to enter into
the lucrative off-shore banking ope-
rations. The economic and political
environment, which is of paramount
importance in the off-shore business,
created a conducive climate for
most of the foreign banks to enter
into business. AnlTong such condi-
tions conducive to the setting up of
off-shore banking business in Sri
Lanka were the following:

The economic policies an-
nounced in 1977, which included
an “outward looking growth stra-
tegy” based on open market ope-
rations, liberal import-export re-
gulations and relaxed exchange
laws.

The strategic location of the
country, linking the West Asian
petro-dollar market and the
Far-Eastern Asian dollar market.
Although locational proximity is
not very important to the success
of a fundamentally telex-oriented
market it has a complementary
effect. In addition, the time zone
advantages by way of giving a
fair portion of coverage to most of
the financial centres (European,
North American, Far-Eastern in-
cluding Japan) for a reasonable
part of the business day is another
positive factor.

Foreien investors, including
Multinational Corvorations, are
expected to come here to set up
industries as GCEC projects. The
FIAC projects (outside the Zone)
are also expected to bring in a

pool of funds to be invested in

this market. There has also been

a possibility of attracting expar-

triate funds from America,

Europe, Africa, and the Middle East.
The massive expansion program-
me of the local air line (Air Lan-
ka which is again a GCEC enter-
prise) and other Air Lines ope-
rating in the region, demonstrate
a very high investment capacity in
the off-shore market of Colombo.
So much so that Air Lines have
been identified as among the best
prospects as clients of the Asian
Currency Units in Singapore. (2).

The availability of professional
capabilities in the areas of manage-
ment, costing, accountancy, banking
and the legal profession is another
advantage that gives Sri Lanka an
edge over many other off-shore cen-
tres. Also, the capacity of Sri Lankan
labour to be easily trained for absor-
bing into a new trade acts as
another positive factor. Proper
training is an essential requirement
in off-shore business as most of the
operations demand prudent and
timely decision making that require
both experience and aptitude.

The growth of supporting servi-
ces including satelite services to
link Sri Lanka with other business
centres through an effective com-
munication network is also a signi-
ficant factor. In the year 1980 Sri
Lanka witnessed another develop-
ment in the short-term money mar-
ket whieh is known as money bro-
kering. The first to enter into this

Growth of Aesats and Liabilities of Feretge
Currency Baaking Units (1979 - 1981
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TABLE

BANKS
Sri Lankan Banks

People’s Bank

Bank of Ceylon

Commercial Bank of Ceylon Ltd.
Hatton National Bank Ltd.

Indian and Pakistani Banks
1. Indian Bank
2. Indian Overseas Bank

3. State Bank of India
4, Habib Bank Ltd.

b bl

I

NAMES AND DATES OF OPENING (IN COLOMBO) OF COMMERCIAL
BANKS OPERATING IN SRI LANKA.

European, American and West Asian Banks (New)

Year Operations
Commenced

in Colombo

1901

1939

1969

1970

1948
1946
1864
1951

1. Banque de I’ Indochine et de Su:z (Indo-Suez) 1979
2. Bank of Credit and Commercial International (Overseas) Ltd. 1949
3. City Bank N.A. 1979
4. American Express International Banking Corporation 1980
5. Bank of Oman Ltd. 1980
6. Overseas Trust Bank Ltd. 1980
T. Bank of America 1980
8. European Asian Bank 1980
9. Algemene Bank of Nederland 1981
10. Habib Bank N.G. 1980
11. Chase Manhattan Bank 1981
12. Union Bank of Middle East 1981
13. Dubai Bank Ltd. 1981
14, Amsterdam Rotterdam Bank 1981
Foreign. Banks (Old).

1. Hong Kong Shanghai Banking Corporation 1892
20 Grindlays Bank 1881

prestigeous money business has been
(BMRL) Bartieet Macklai and Roy
Ltd. This is a money brokering cartel
formed among Macklai and Macklai
from Bombay, Roy Sabbas from Cal-
cutta and. the Bartleet Company ot
Sri Lanka: By the end of the year
four more firms ie. Piggot Cham-
paan; George Steuart & Co.; Forbes
& Walker Company Ltd.; and John
Keels Ltd.; also entered the money
brokering business. These firms are
specialized in short term money tran-
sactions which provide facilities to
bridge gaps in the inter-bank call
loans market.

They also assist FCBUs in find-
ing foreign exchange funds and in-
vestment outlets for these funds.
Hence the money brokering business
gives a new impetus to the develop-
ment of off-shore business.

THE FUNCTIONS OF
FCBUs IN SRI LANKA

The functions and operations of
the FCBUs are stated in the Cen-
tral Bank Circular 1/79 on FCBU.(3)
The basic conditions for Foreign
Currency Banking are as follows:—

(a) Accept time and demand de-
. posits from any non-residents
in any designated foreign
currency provided that in the
case of time deposits such de-
posits are not less than US

(o)

$10,000 or its equivalent. How-
ever, the opening of savings
accounts or accounts from
which funds are withdrawable
by cheque is not entertained.
Those deposits include short
term call deposits (over night
call-deposits; twenty four hour
call deposits, seven day call
deposits ete.), and fixed time
deposits where the time ranges
from one month to 90 days
and sometimes even more.
Competitive intérest has to be
paid, depending on the type
of the currency, and the trends
of the competitive market.
(see table II for a breakdown
of deposits).

The maturity pattern of the
deposits of these unitg are
given in table II; and a point
worth noting is that nearly
80% of the denosits mature in
averiod of lessthan 3 months.
This vattern vaguely indicates
the dominance of short term
call deposits in the F.C.B.Us
of Sri Lanka. According to
this table the role played by
the fixed time devosits with
the maturity raneing from 6
months to 3 years had been
only 6.9 per cent of the total
deposits.

In the case of the GCEC en-
terprises they are considered to

(c)

(d)

(e)

(69)

have nom-resident status and

are entitled to making depo-
sits in designated 1oreign cur-
rencies, where those funds do
not result from export of
ECEC products from Sri Lan-
a.

In addition, the Central Bank

has the sole authority to ex-
tend approvals to other local
enterprises to be
non residents eg. Air Lanka
and the Petroleum Corpora-
tion.

The borrowing of any desig-

nated foreign currency from
any non-resident including
FCBUs and other off-shore

centres: This includes borrow-
ings from non residents (Non-
bank, and Bank) and residents
(Central Bank, Commercial
Banks, F.C.B.Us, G.C.E.C. and
uvther approved ventures). In-
ter bank transactions perform
a vital role in this sphere of
activity where the cog in the
wheel is often a brokering
firm. Money brokers act as in-
termediaries in these trans-
actions, and the rate and
volume of such transactions
are decided upon competitive
bidding. Furthermore, the FC-
BUs can borrow foreign cur-
rency at or slightly above the
LIBORs (London Inter-Bank
Offered Rate) and the SIBOR
(Singapore Inter-Bank Offered
Rate).

The FCBUs are entitled to
engage in any other transac-
tion in foreign currency where
the necessary approval can he
obtained from the Central
Bank of Ceylon. In addition
the circumstances may permit
the FCBUs to accept time and
call deposits from any resi-
dent, which is a Commercial
Bank (or even the Central
Bank) and to grant loans and
advances to them, in any de-
signated foreign currency.
The advances (lending) in
the off-shore transactions in-
clude both short-term and
long-term Jloans. Short-term
and long-term loans include
placements, and short term
call loans while the long term
loans are called Fixed Time
Loans. Reputed FCBUs can
arrange large sized loans where
the foreign currency commit-
ments are comparatively high
and where a number of banks
participate by way of syndi-
cation.

The FCBUs, according to the
directive, should be allowed to
onerate complete and indepen-
dent units and their books
(accounts and records) In res-
pect of transactions should be
maintsined ~ sevarately from
the other general transactions
of the bank.
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At the incepticn of the scheme
US dollars and Pounds Ster-
ling were given the status ot
“designated currency”. In
September 1979, the following
eight currencies were granted
“designated currency” status:
French Frane; Japanese Yen;
Netherlands Guilder; Pounds
Sterling; Swedish Kroners;
Swiss Francs; United States
Dollars; and West
Marks.

In addition both Singapore
Dollars and Hong Kong Dol-
larg were granted approval as
‘designated eurrencies” in
1980.(4).

THE PERFORMANCE OF
THE FCBUs IN
SRI LANKA

The performance of the Forelgn
Currenpy Banking Units as mea-
sured in terms of number of Units
in operation; their volume of assets
and liabilities and the portfolios of
assets can be noted as “favourable”
as far as their original objectives
were concerned. To quote the 1980
Annual Report of the Central Bank of
Cequn: “The operations of the FC-
BUS Increased during the year crea-
ting a nucleus of an international
money market in Sri Lanka?”

The Central Bank’s Annua] Re-
port for 1981 goes on to comment
‘The Foreign Currency Banking
Scheme (F'CBS) which was introduc-
ed to provide nucleus of offshore
banking activities in  Sri Lanka,
showed remarkable progress during
1981. Total assets and liabilities of
these units rose from Rs. 3,796 mil-
lion at the end of 1980, to
Rs. 7,516 million at end 1981 A
salient feature of the expanded off-
shore banking activitles in Sri
Lanka was the FCBUs particination
in the syndicated loan of US$ 75
million, raised by the Government
from the Euro-currency Market.”

German

¥CBUs compares favourably with
the performance of the Asian Cur-
rency Units of Singapore. The ACUs
started in 1968, showed a growth in
terms of units and combined assets
of US$ 106 million in the initial two
vear period. (6) By the end of 1972
(after five years of operations) there
had been 24 Asian Currency Units
while the assets/liabilities swelled to
US$ 297 billion. However, the con-
temporary Off-shore Banking
Scheme (OBS) started in 1977 in
the Philippines had surpassed its
counterpart in Colombo. The total
resources of the OBS for the first
slx months had been US$ 757 mil-
lion, which had swelled to US$ 1,987
million by the end of 1978 i.e. in
0$1Iy a one and a half year period.
().

The performance of the FCBUS
by individual Units cannot be eva-
luated due to the relative inaccesibi-
lity of information. Unconfirmed
sources suggest that the Units of
prestigious international banks have
performed  comparsatively  better.
Scme of the Indian Banks, for exam-
ple the Indian Overseas Bank, had
arranged and participated in large
scale transactions: consortium loans
which include finanecing power pro-
jects in Manila, chemical exports in
Poland, construction in Irag ete.

Of the four FCBUs set-up by
the Local Banks, the Bank of Cey-
lon, so far has been successful in
attracting non-resident deposits.
During a one year period from July
1980 to July 1981 the Bank of Cey-
lon had participated in 2 consortium
loans, according to the report on
Activities and Achievements in the
Public Sector, by the Ministry of
Plan Implementation. (8).

During the month of December
1081, alone, the total assets/liabili-
ties of FCBUs, in terms of U.S. Dol-
lars rose sharply from 258 million to
366 milllon. The funds obtained by

Table 11 — PERFORMANCE OF FCRBUs IN SRI LANKA (operation in Rs. Million)

Indicators

F.CB.Us

Total Assets & Liabilities

Liabilities of non-resident Banks
Liabilities Residential transactions
Assets (None-resident)
Resident Commercial Bank borrowings

This is further illustrated in
Graph I which shows a signiticant
growth in the assets and liabilities.
It was observed that the contribu-
tion of the Off-shore Banking Units
to the overall economic growth rates
of East Aslan countries has been
impressive. Therefore it would be
opportune to evaluate the perfor-
mance of the F.C.B.Cs in the first
few years with that of the perfor-
mance of the A.CUs (Singapore)
and O.B.Us (Philippines) during the
corresponding periods.

The growth rate of Sri Lanka’s

Economic RevIEw, May 1982

1979 1930 1981
11 18 23
602 3,796 7516.4
100 179 923.9
33 402 2326.7
N.A. 1,482 4212,5

Non-Existent 410 1034.8
FCBUs in the form of deposits and
borrowings from foreign banks
abroad, were largely responsible for
this increase -in liabilities. On the
assets side, loans and advances to
non-residents rose by U.S. $ 52 mil-
lion and amounted to U.S. $ 205 mil-
lion. Also, the loans and advances to
residents rose by U.S$ 57 million
and amounted to U.S$ 144 million
by the end of December 1981.

- Off-shore transactions can be a
highly profitable venture and offer
very attractive financial prospects to
Bankers. However, tapping of these

prospects depends much on particu-
lar skills, which may cause an addi-
tional burden to the banks in the
initial stages. This burden, lies in
the areas of Investment on human
(for training personal) and material
(purchasing of computers, telex
equipment etc.) capital which could
be recovered in a very short spell of
successful off-shore operations.

The bulk off-shore operations
are centred arocund the vast sums
of surplus funds in major curren-
cies, which are placed on deposit by
Multinational Corporations, Banks,
and even by States. Euro-dollar,
Euro-sterling, Petro-dollar and Asian
dollars are some of the terms used
to denote these surpluses. They are
generally at the disposal of multi-
national companies, at competitive
rates. If the proper climate is crea-
ted in terms of banking legislation.
tax structures, poilitical and econo-
mic stability, and alsc infrastruc-
ture requirements, the movements of
banks and funds to these centres can
be made very positive.

For the banks operating in a
successful off-shore centre, the pros-
pects in terms of drawing non-resi-
dent funds, and re-lending them for
lucrative ventures are “highly at-
tractive”. It is this factor which at-
tracts many of the internationally
recognized banks to off-shore finan-
cing activitles as a flew prospectively
profitable venture, where foreign
exchange in bulk can be earned with
minimum overhead and tax com-
mitments. In these transactions
there is mno necessary connection
between the currency borrowed, and
the country of residence of the bor-
rower, the lender and the interme-
diary banks,

Efficlency in management, and
operations is the keynote of off-
snecre flnancial transactions. Unlike
in general commercial banking the
role of management and skilled
decision taking ranks very high in
day to day functions where most of
the operationg are automated. Pro-
per training is essential to upgrade
the quality and skills of human
inputs which is relatively small in
comparison with business volume
and profits. Even the recruitment
of personnel has to be done very
carefully, where high recognition is
given to factors like academic back-
ground, distinction in the areas of
Business Management, Costing and
Accountancy, and a high standing in
the aptitude tests.

The importance of management
has also risen as g variety of human
inputs 1like Accountants, - Project
Analysts, Lawyers and Economists,
have been employed side by side
with technical personal handling
telex screens, telephone and other
methods of communication with the
aid of computors in such Units.
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As the entrance of prestigious
international banks is crucial in de-
ciding the viability of an off-shore
centre, it is these banks that har-
vest the majority of the benefits of
off-shore funds. For example, a group
of American banks, led by Bank of
America, gave the initial push to the
growth of the off-shore market in
Singapore. Sc was it in Philippines
and Bahrain. For a newcomer it
takes some time where a great deal
of effort has to be made for the
scheme to get off the ground. In
Sri Lanka too, unconfirmed data
suggests, the bulk of the turnover
of the off-shore business at present
is centred around a number of pres-
tigious international hanks. How-
ever, it does not mean that the
banks of purelv local origin are
cut-off from off-shore business. If
the local banks have the necessary
foresight and the courage and vigour
to undergo the initial hardships,
where initially some investments
have to be made to provide the in-
fra-structure and training required,
there are ample possibilities of ex-
tending their business to cover this
lucrative off-shore activity.
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Overall Energy Planning and
Management in Sri Lanka

K. K. Y. W. Perera

The need for managing energy demand and supply in all sectors in B
Sri Lanka, in an integrated manner, particularly in the context of very
rapidly rising energy costs and increasing scarcity of existing supplies
is most needed today, emphasises Prof. K. K. Y. W. Perera Chairman,
Ceylon Electricity Board and Secretary, Ministry of Power and Energy
and Professor of Electrical Engineering, University of Moratuwa in this
paper. He attempts here, therefore, to match demand and source accord-
ing to “quality of energy” and according to ‘“resource
suggests that once targets are identified the consumption and production
of energy should be diverted accordingly.

Independent demand predictions followed by energy
worked out to match such demands may not give the
For instance. an electricity power and energy demand plan
jsolation, and attempts to instal power plants to match such
may later on not prove to be he most prudent course. It is possible to
shift energy demand from one type (electricity, = oil,
another, within certain limits, by the use of policy tools or ‘forcing func-
tion” such as pricing, propaganda etc. He thus maintains that with efficient
use of energy, demand shifting and proper
energies can be allocated for industrial and commercial growth.

availability” and

supply  plans
optimum results.
prepared in
demands,

firewood etc.) to

management substantial

Introduction

Energy costs have risen  sharply
during the last decade; they are still
rising rapidly. The public has felt
the effect of this as increases In
transport costs, kerosene oil prices,
electricity bills, fertilizer prices etc.,
o the treasury this has meant find-
ing large foreign exchange require-
ments for the import of oil—the oil
import bill absorbs a considerable
part of the entire export earnings.
{n addition, vast sums of funds have
to be found for the capital recuire-
ments of Electrical Power stations.
Increasing extents of forests are be-
ing devastated in search of additio-
nal firewood.

The only large scale indigenous re-
sources currently used in Sri Lan-
ka are hydro-electricity and firewood,
there are no known resources of oil,
coal or gas. The potential hydro-elec-
tric energy which can be developed is
limited and requires a very heavy
capital investment, largely foreign
in nature. Though the resources are
limited, sufficient increases of energy
must be found annvallv to meet
the rise in demand due to industrisli-
zation and national growth. In this
context. menagement of hoth sunnly
and rHlizotion i an optimum man-
ner, taking short-term jrtorests and
1ong term renuirewants into account,
is of great importance.

Pemand on Different Types of

Energy

Interdependence of demand of dif-
ferent Types of Energy.

Demand on energy is created

by end users. In many apnli-
cations the end user can
utilize different forms or sup-

plies of energy to satisfy his re-
quirement. For examvle, domestic
lighting can be through electricity

or kerosene oil or petrol. Among:
those which are utilized widely for
cooking are electricity, kerosene oil,
firewood and Liquid Petroleum Gas
(LPG). Thus the demand on electri-
city will depend on the extent people
wiill change from Kkerosene oil light-
ing to electrical lighting. It is even
more dependent on the  possible
change from firewood cooking to
electrical cooking, because of the
much larger energy requirement for
this purpose. Similarly, the demand
on oil, firewood and other forms of
energy are also inter-dependent; in
many applications one form of en-
ergy can be substituted for another.

Implication of Demand Interde-
pendence on Forecasting.

The Type of interdependence
illustrated above is of great impor-
tance in proper long-term energy
planning and management. One im-
plication of the above is that a de-
mand forecast in an isolated sector
such as in electricity or in oil, cannot
be made reasonably without re-
ference to the other energy types.
For example, of the energy consum-
ed in Sri Tanka, firewnod accounts
for over 50% and is used mostly for
cooking. Thus if a fraction of the
fire-wood users switch over to
electric ecnoking — which could hap-
pen in the loneg-term. dependent on
pricine 2»d” manv other fartors —
the electricitv demand ‘estimates”
may he exceaded hy a wide mareoin,

Tmrlication of Demond Interde-

pendence on Type of Energy Ma-
nagement,
Another important implication

is the ability to induce many end-
users to select or change-over to a
type of energy in accordance with
national goals. This means the policy
{ools or “forcing functions” such as
pricing, propaganda, training, phy-
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:sical controls ete. can deliberately be

used in such a manner so as 0
move the demand on energy from
-one type to another. In the context
oif the very large expenditure on
energy, it is in fact quite important

‘that optimum movements of the

apove nature are identified and de-
liberately induced in a long-term
energy programme. In the context of
long-term demand, estimates of each

itype of energy required should be work-

ed out takinginto consideration the
effect of such judiciously applied
forcing functions.
Presently Available
Demand Predictions.
Unfortunately, none of the de-
mand preaiccions so far available
regarding Sri Lanka have been pre-
pared in the manner described
above. The demand predictions so
far available are “isolated” forecasts
in the context of energytype inter-
«dependence, although other im-
portant parameters such as popula-
tion growth, G. D. P. growth etc.
have been considered. This is not sur-
prising, because identification of
certain goals and acceptance of sul-

“table forcing functions must
Pprecede such demand predic-
tion. The goals too should be

moved in a realistic manner as time
unfolds, dependent on the states
which are observable, The policy
1a0ls or forcing functions can be used
not only for diverting end user
energy from one type to another;
they can be used for general manage-
ment of energy, its efficient use,
reduction of waste, and even to in-
fluence human settlements and fu-
‘ture development plans towards
energy efficiency.

As a prelude to defining goal
areas very broadly, certain underly-
ing principles will be examined in
the following sections.

Choice of Energy Type for

Different End Uses

“Quality” of Energy.

For simple heating needs such
ag in cooking, it is possible to
obtain the energy by burning kero-
sene oil, firewood, paddy husk, saw-
dust, agro-waste, peat, coal, L.P. gas,
electricity etc. wusing simple ap-
pliances. But for turning a grinding
machine the choices available are
much less; usually an electric motor
or an oil driven engine has to be
used. To work a radio, operate an
amplifier or a telephone exchange,
there is no choice; electricity is
essential. Thus it is seen that cer-
tain types of energy are more ver-
satile than others from the point of
view of the user. It is therefore pos-
sible to think of the more versatile
types (or sources) of energy as being
of a higher “quality” because they
lend themselves tn a multiplicity of
uses relatively easily.

In another attempt to define
the quality of energy, it is
possible to examine the intensity or
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- energy” and

concentration of extractable energy
in the source material. For example,
peat contains lesser calories per kilo-
gram than coal; coal contains lesser
calories per kilogram than diesel or
furnace oils. Hence peat, coal and oil
can be viewed as sources of energy
categorized in an ascending order of
‘quality”. In a similar way, “wind
‘‘wave energy” are
dilute forms of low quality” in
comparison to oil, coal or peat. To
some degree this notion of quality
1s consistent with that brought out
in the earlier paragraph. In the ex-
ample chosen here, 0il (high quality)
can be used in diesel engines and
boilers but coal (lower quality)
cannot be used for diesel engines.

A third way of looking
at the “guality” of a type of energy
is through an examination of the
sophistication required to produce
it. Wood, peat and coal are obtain-
ed in relatively raw form. Mineral
oils generally involve heavy initial
investments and need refining to
various degrees. Production of electri-
city requires sophisticated, and high
capital cost equipment, and may in
many cases use oil as a “raw mate-
rial.”

It is possible for a  variety
of other interpretations (some of
which are scientificelly better de-
finitions) to be given to the term
“guality of energy”. For the nurpose
of this paper, the interpretation ad-
vanced in para one of this section
will be generally accepted; that is,
a high quality energy or energy
source can be used for a variety of
end uses with relative ease. :I‘he
interpretations given in the previous
two paragraphs can be viewed as
properties which high quality types
of enerey often (but not always) pos-
sess. (It will be observed that no at-
tempt is made at this juncture to
make a distinction between types of

Type or Source or
carrier

Energy Quality Class

Very High (VH) Electricity

High (H) Diesolene
Furnace oils
Bunker oils
Coal

Medium (M) Peat
& Firewood
Low L) Wood waste
Paddy husk
Saw-dust
Agro-waste

Wind
Tidal
Ocean Thermal
Energy (OTEC)
Wave

Table 1. A Classification accord-
ing to Quality of Energy.

Very Low (VL)

energy and sources of energy. They
can all be even thought of as ‘energy
carriers” because very often they
are converted to a different form by
the user)

It can now be attempted
to classify different types or
sources of energy according to their
quality class. The following -classi-
fication is the result of such an at-
tempt; it is not a complete classifica-
tion but is only an approximate
guide for the present, purpose.

Matching of Energy Type End-use
Requirements according to Approe-
priate Quality.

As a general long-term policy
(subject to a few exceptions) energy
at a Very High (VH) or High (H)
quality should not be encouraged
for use which can be managed by
a lower quality type. This is best
illustrated by some examples. For
instance, house-hold cooking can be
done with electricity which is a
very high quality energy. It is a very
convenient form of energy, and
many house-wives would prefer its
use. But basically the same function
of cooking can be done using kero-
sene oil or firewood. Shouldn’t any
of the latter sources be preferred to
e%ect;‘icity from a national point of
view

First, consider electricity versus
kerosene oil for cooking., A kero-
sene burner is a fairly simple and
inexpensive device; it could easily
be used to convert the .chemical
energy in kerosene to heat energy
required for cooking. If electricity is
tg) be used for cooking, the genera-
tion of electricity itself may be by
oil (diesel oil or furnace oil or coal
which may be slightly cheaper than
kerosene). In the process of gene-
ration of electricity by oil, it is first
converted to heat and then to
mechanical energy and thereafter to
electricity with efficiencies in the
order of 30%. The electricity has
usually to be transmitted, distribut-
ed and reconverted to heat for
cooking. All these are associated with
further losses. Thus it requires 3 or
more times the quantity of oil for
cooking through electricity n com-
pared with directly using oil in the
kitchen itself! In other words, use
of oil directly should cost only
about a third of using electricity
generated through oil.

In Sri Lanka, fortunately, electri-
city can be generated through hydro-
power sources. This invalidates the
above argument to some extent. Let
us therefore examine the position
of hydro-electricity for cooking. The
capital cost of new installations .of
hydro-power are typically around
Rs. 35,000/- per kW. Of this over
60% is foreign cost required for
machinery import and other pur-
poses. A kilo-watt is about the
power required by a small hot plate
used for cooking. Due to the diver-
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sity effect of consumer demand, al-
though a full Rs. 35,000/- does not
have to he invested by the Power
Authority to Supply each hot plate
used by domestic consumer, a good
fraction of this amount is needed.
Further, the increased capital needed
for strengthening distribution has to
be borne.

To examine the hydro-electricity
kWh costs in an approximate man-
ner, let us assume that the water
availability is sufficient to run the
hydro-power plant at 40% annual
plant factor. The corresponding units
of electricity per kW installed is
8760 x 40%=3504 kWh per year. If
the interest rate on capital
(Rs. 35,000/-) is 10%, then the interest
charge alone amounts to approxi-
mately RsS. 3,500/- per year. These
figures point to an approximate
figure of about one rupee per kWh
unit of electricity. neglecting all
other associated costs. Though not
as high as the cost of thermally
generated electricity using oil, these
costs are of the same order. This
fact, together with that given in the
fast sentence of the paragraph pre-
ceding the previous para
indicates that the use of oil directly
in the kitchen for cooking is more
economical, nationally than  using
hydro-electricity for this purpose.

The assessment given above will
of course depend on the actual
oil prices and the capital cost of
hydro-power plant, both of which are
rising though not at identical rates.
The assessment will also depend on
the interest rate actually applicable,
or at times on opportunity costs for
long term planning purposes. In any
case, the arguments given above are
advanced purely as an example to
compare ‘“very high” and “high”
guality energy usage in cooking; they
are not intended to support the use
of kerosene oil as an energy source
in absolute terms for cooking pur-
poses.

Now consider the use of firewood
for house-hold cooking. It is an
energy source of lower quality than
oil or electricity, but is of adeauate
quality for day to day domestic
cooking purposes. Firewood can be
obtained from natural or grown
forests and can be directlv wnsed
without high capital cost and sophis-
tication needed to produce electri-
city. (The energy in firewood comes
in fact from the sun, and is a tyoe
of energy which can be renewed
through sufficient coverage of fast
growing forests. Growing of such
forests will also increase employment
at a decentralized level). In most
locations in Sri Lanka, if used in
conjunction with a moderately
efficient hearth, firewocod is much
more ‘ economical than kerosene oil
or electricity of realistic prices. The
dependence on oil and imported tech-
nologies is also minimal with fire-
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Very high

High

Quality of Energy

Appropriate end use

Radio, TV, Transmitters,
Amplifiers, Telecommunication
Compyputers, Electrclysis
Lighting, Instruments,
Lathes, Refrigeration

Motive power

Transport

Power station fuels
Heating (high t-mperature)
Low level heating

; ﬂ,m Cooking
Low =
£
Ay A F ﬂ Drying applications
;ﬁf}j L»ﬁw oty :%‘ Pre-heating
Diagram 1 — Matching End use according to Quality of Energy.
An approximate guide-line only.
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QUALITY: OF - - Sl
> VERY HIGH | HIBHIMEDIUM | LoW jVERY LOW
ENERGY SuspLy 1 ‘ IveRY
YERY HiGH ////
- -
Hi6H [MEDIUM //////’
oW [VERY Low / //
! L L7l
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nfie.
QUALITY OF VERY HIGH | HIGH[MEDIUM | Low [VERY Lo
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DIAGRAM L. ENERGY SUPPLY-USAGE MAP INGICATING

MIS-MATER BY QUALITY
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wood use. Thus  firewood, under
planned conditions, is appropriate
for most cooking needs. (It can also
be used in many industrial heating
applications). In locations and cir-
cumstances where they can be used,
paddy husk and saw dust which
are further down the quality scale
of Table 1 can ke used to national
advantage.

Consider now the circumstances
where electricity, classified as high
quality, is appropriate. In radio re-
ceivers, transmitters, television, com-
puters, telecommunications, elec-
trolytic processes etc. electricity is a
necessity. For motive power, say in
a lathe, its use is desirable due to
convenience, controllability and other
tactors. In lighting too electricity has
un-matchable qualities. For similar
and several cther end uses the
“Very High” quality electricity be-
comes appropriate. For most heating
applications, including those in in-
dustry, electricity is a luxury and
should naturally get “priced out”, un-
less open or hidden subsidies are
injected.

There are exceptional circums-
tances under which electricity of
VH quality may be desirable for
ordinary heating. For example, if due
to exceptionally heavy rainfall, the
nydro-power reservoirs are spilling, it
may become advantageous to use

. electricity wherever it can be made

use of. But such instances are rare
and are exceptional. They belong
more to the category of opportunities
that should be availed of in the short-
term and are not generally influen-
tial in long-term energy management
and planning,

To summarize “matching of En-
ergy quality to end use needs” im-
plies use of higher quality sources
In a few restricted desirable appli-
cations. Lower oquality energy with
limited applications are to be used
whenever they can be used. Dia-
grams 1 and 2 illustrate this stra-
tezy. Diagram 3 indicates mis-matech
By gquality of supply and usage.

Matching of Energy Type to End
Use Requirement according to Energy
Resource Availability.

Matching according to national
resource availability is yet another
important consideration, from the
point of view of economy, employ-
ment and independence on interna-
tional situations. “Matching by type
according to resources” need not
necessarily give the same result for
the type of energy appropriate for
different end uses as derived by
“matching according to quality” des-
cribed in the previous Section. How-
ever, it is fortunate that in the Sri
Lanka situation, both methodslead us
to the same basic conclusions with
regard to the types of energy appro-
priate in the long term, as will be
seen in the following paragraphs.
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Sri Lanka has no known coal,
oil or natural gas resources. It has
limited hydro-power potential; about
one fcurth is now harnessed and the
balance is yet to be developed and
would require tremendous local and
foreign capital investment?, Sizable
forests are available and the
geographic conditions are such that
growing of trees is relatively easy.
Direct solar and wind energy availa-
bility is good, though their utiliza-
tion poses a number of problems due
to very low quality. .

Thus the only national resource
of energy at the high quality and
of a sizable magnitude, is hydro-
electric energy. The total potential
of large-scale hydro-power is esti-
mated at around 6500 GWh per year?
which would indicate an  installed
capacity of 1600 MW at 46.4% plant
tactor. The hydro-power plant that
is presently (mid 1981) comissioned
is 370 MW and yields about 1600
GWh per year. The present estimated
demand is also about 370 MW (peak)
at around 1850 GWh per year (which
has to be met using hydro and
thermal electricity).

¥From the above, it is seen that
since the present hydro- elec-
tricity development cannot ab-
sorb any additional electrical
demand arising due to heat-
ing or other requirements most
of such requirements will necessarily
have to be met with thermal electri-
city generated from petroleum oils.
It is therefore more reasonable to
use oil directly for heating applica-
tions rather than electricity. (It is
preferable to use firewood or wood-
waste or paddy husk where possible),
The electricity available, if relieved
from heating applications as far as
possible could be put to better use in
motive power uses in machinery etc.

When looking at the future, in
10 to 15 years time (depending on
the extent of application of forcing
functions mentioned in the pre-
vicus Section which could vary
the demand growth rate) the
electricity demand would reach
a value exceeding the hydro-
electric potential of the country. Here
in iz 2  situation where the
limited very high quality type electri-
c¢al energy would have to be re-
served for end uses where its availa-
bility would be essential. The maxi-
mum possible use should then be
made of firewood, wood waste wind,
solar etc. where such sources could be
directly harnessed. In the interme-
diate period from now till 10 to 15
years too, it is not possible to make
hydro-electricity abundantly avail-
able at cheap prices, because of the
long lead-time and heavy invest-
ment needed for hydro-power cons-
truction. Thus to match by resource
for hydro electricity, we must divert

all low quality users away from
electricity.
The large scale medium/low

qualiity energy Sri Lanka now
possesses is from firewood. The
source accounts for about 55% of the
total energy used, and comes from
about 4.5 million tonnes per year of
Iirewood, with adverse effects on the
forests. With adequate attention to
reforestation and aforestation, it
should be possible to maintain this
level of firewood supply. Under nor-
mal circumstances, however, the an-
nual demand for firewood would
rapidly increase due to population
increase, as well as increases for
low quality heat for industries. Several
existing industries inclusive of tea
drying are changing over to fire-
wood heating from oil fired heating,
due to oil price increases. New indus-
tries will tend to design for use of
firewcod in preference to oil. Re-
source matching would therefore be-
come impossible, except as indicat-
ed in the following paragraph.

Of the total 4.5 million tonnes
per year of firewood consumed about
4.0 million tonnes are used by the
domestic sector for cooking pur-
poses. The cooking is done by a
simple hearth, of very low efficiency.
l.ow cost improved hearths which
consume shout a  third of the
normal extent are being used in
Indfa, China and other countries:
prototypes of such devices have been
made and tested by the Industrial
Development Board. Further im-
provements and wide-spread use of
such devices should enable the re-
duction of firewood consumption to
& half, if not one-third. The firewood
thus saved could be channelled to
meet the growth in industrial needs
of medium/low quality energy.

As there are no indigenous
snurces of coal or oil (or natural
gas), an attempt should be made to

contain the consumption of these
roughly at current levels without
impsairing industrial and G. N. P.

growth. Most transport needs in
Sri Lanka in the next 10 years or
so will have to be met from oil
sources. Thus, to meet the demand
of increased transport requirements,
increased oil supplies will be need-
ed. Hence to keep the overall oil
Imports at substantially constant
levels, the industrial heating energy
requirements should be progressively
met with medium/low quality fire-
wood, paddy husk, wood-waste etc.
It is now seen that matching
according to resources in the Sri
Lanka context, coincides roughly
with matching according to quality.
If matching by resources is superim-
posed on diagram 2, the top left-
hand corner square implies electri-
city used for radios, TV, telecom-
munications, computers, electroche-
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mical uses etc. and some lighting,
as well as motive power and some
transportation. The centre square
would include oil use in major
transport, some heating, motive
power etc. (This resource is not
indigenous and therefore an at-
tempt may be made to keep it static
or within the capacity of the local
refinery.) The bottom right-hand
square includes utilization of fire-
wood, wood waste, solar heating ete,
in industry, low temperature applica-
tions, cooking, water heating and a
multitude of other uses.

Energy Economy and Non-Tradi-
tisnal Energy Sources

More Efficient Use.

1n many instances, a given task
can be carried out with a lesser
energy expenditure than usual. For
exaraple, to light a room a 20 watt
flourescent lamp can be used, giv-
ing a brightness of more than a 60
watt incandescent lamp. A meal can
be cooked with about 1/3 of the nor-
mal amount of firewood now  con-
sumed, using a more efficient hearth.
Power-factor correction in factories
can reduce generation reguire-
ments of electricity through reduced
transmission and distribution losses.
Proper lagging of boilers, ovens and
heated pipes can cut-down fuel costs.
There are large number of similar
identified applications where more
efficint use of energy can be made.
But such efficiencies in the use of
energy will net happen automatically
or be implemented by end  users
without effort; Such efficiencies
should be caused by national plann-
ing and energy management
through policy tools or forcing func-
tions. The foreing functions referred
to are pricing, propaganda, educa-
tion and training, rationing, physical
controls ete.

There are methods by which the
society can be structured for
efficient use of energy or its con-
servation. One such example already
implemented is the introduction of
the five-day week in Sri Lanka,
subsequent to a rapid rise of oil
prices and transport costs. Saturday
was declared a non-working day;
working hours per week day Wwere
increased correspondingly. By doing
this, energy saving on Saturday
transport has been achieved. The
five-day week would undoubtedly
have modified the living pattern of
many persons.

For long-term energy manage-
ment and planning, it is possible to
examine and modify buildings, roads,
towns, villages, settlements ete.
Particularly such modifications can
be achieved at the planning stage

26

of new developments. Natural light-

ing to minimize electricity needs in

buildings, through ventilation to re-
duce on Air-conditioning  require-
ments and the use of fluorescent
lighting in place of ordinary incan-
descent bulbs are just a few examples
applicable to buildings in Sri Lanka.

For quite some time to come,
large scale transport in Sri Lanka
will have to depend on oil, although
a limited extent of urban and sub-
urban transportation may be electri-
fied to advantage. In any case it is
necessary to improve the efficiency
of transportation. Goods transpor-
tation through railway should be
stream-lined; it is an accepted fact
that goods transport by train is more
energy saving than road transport.
Canal, River and Sea transport
methods are feasible to im-
plement within a 10 year planning
period. Idle travel of taxis, buses,
hreakdown vehicles for utilities such
as the Electricity Board can be reduc-
ed through efficient telecommunica-
tion and radio communication faci-
lities.

Non-traditisnal Energy Sources

Under this category a variety of
sources can be classified. Examples
are bio-gas, paddy husk, saw dust,
wood-waste, wind-energy, some solar
heating applications, solar cells and
ocean thermal energy conversion. It
is not the intention here to identify
the exact degrees to which these can
be developed/used; it is only in-
tended to invite attention to the
salient factors relevant to the theme
of this paper.

Most of those cited in the above
paragraph, except the first four,
suffer from the highly dilute form
or low entropy of the energy avail-
able. Hence its extraction requires
large structures, surfaces etc. and is
associated with heavy capital cost.
mxcept for saw dust, paddy busk,
wood-waste and agro-waste, a large
scale utilization of the aothers in the
next 10 years would be extremely
difficult. Saw dust and paddy husk
are already in fairly wide use for
domestic cooking. Paddy husk is al-
ready being used by a few for tea
drying and its use can be accelerated
with relative ease. If a concerted
effort is made and policy tools are
utilized, it should be possible to bring
into utilization a majority of the
paddy husk, saw dust and wood-
waste during the next five years.

Wind-energy, though it is a dilute
form, has certain direct applications
such as pumping of water in a
field. Since the rotary motion is
used in the mechanical energy form

itself (without conversion to electri-
city as required for lighting) the
initial and maintenance efforts are
not too complicated, and in a 10 year
programme wind energy can be €x-
pected to fill 2 narrow gap.

It is necessary to mention the
possibility of solar-cell electricity for
rural domestic lighting. Solar cell
technology is highly advanced and
presently solar cells are expensive,
about US $10 per peak watt
(Rs. 160/- at current exchange
rates). These costs are dropping and
there are many predictions which
forecast around $1.00 per peak watt
within 7 or 8 years. Where solar cells
are to be used for lighting, the ar-
rangements would need a  storage
bhattery and preferably an inverter to
raise the low voltage DC to a high
voltage AC, enabling the lighting of
efficient flourescent lamps. Such a
system can have simplifications in
safety and in wiring, with the
choice of appropriate voltages and/
or use of portable lamps. When these
are designed in an integrated man-
ner as an efficient source and utiliza-
tion package, the possibility of cost
competitiveness in the next few years
petitiveness in the next few years
hecomes real. Because distribution
lines, service connections, meters etc.
which an electricity supply authority
has to install are eliminated, for
small lighting requirements (e.g. 20
watts per house) the solar cell
lighting 1s a worth-while option for
early consideration. If test-trials
prove sucecessful, policy tools could
be used to implement a desired ex-
tent of the usage of above.

Nuclear energy is no longer 2
non-traditional energy in the world.
To Sri Lanka, however, it is still
non-traditional. Due to time lags
hetween decision and completion. it
cannot be used in Sri Lanka with-
in the next 10 years. Further, the
electricity demand in the next 10
years will not be high enough to
support a large enough nuclear
Power Plant of economical size. Nu-
clear power and energy should be
critically viewed for a period beyond
10 years.

The precedlng paragraphs of
this section have shown that energy
economies can be accomplished in
many ways. The quantitative extent
of economies possible over the next
16 ©to 15 years should be worked out
carefully after detailed collection of
data and analysis. The changes of
the ‘type of energy” in different ap-
plications in order to match with
“quality of energy” and “resource
availability? were discussed in the
earlier Section. The feasible shiftsin
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energy usage pattern too
should be quantitatively estimat-
ed. Both economies as well

as desirable shifts in the type
of energy usage can be made to
ceeur through use of forcing fune-
tions which may be pricing, incen-
tives, penalties, physical controls.
propaganda etc. Prior to application
of foreing functions, goals of energy
utilization as well as production in
overall forms. consistent with Natio-
nal growth rates, should be worked
out. The total energy goals or targets
should be subdivided into targets in
the different types, such as electri-
eity, oil, firewood, paddy husk etc.
After definition of such  targets,
forcing function should be used to
drive the different types of energy
consumptions and production to-
wards such targets. Of course the
targets are not deterministically fixed
due to national and international
changes; they must be reviewed
periodically and changed if desirable.

In summary, the view advanced
here is that independent demand
predictions followed by energy supply
plans worked out to match such de-
mands, are not appropriate. For
example an electricity power and
energy demand plan prepared in
isclation, and a pursuit to install
power plants to match such  de-
mands, cannot be optimal. This will
equally apply to oil, firewood and
other sources. Energy demand must
be managed in an appropriate man-
ner, with economies as well as trans-
fers from one type to another. A
proper demand and supply over the
long term then becomes a trajec-
tory/ (followed in energy state (x)
and time (t) controlled carefully by
forcing functions (u) which are
policy  tools. If optimal control
modelling is desired for mathe-
matical and computer analysis, the
‘goals” or “targets” in energy types
may be viewed not as rigid targets
but boundaries on state variables.
The trajectory followed itself must
be optimal. The objective would be
the minimization of a cost function
integrated over time. Due to the dis-
continuous nature of functions ex-
pected, and stochastic nature of cer-
tain variables. Bellman’s dynamic
programming technigues may be the
most  appropriate for a  practical
solution.)

Energy Goals

The overall growth of energy re-
quirements depends on  population
growth, economic and industrial
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growth and many other macro and

micro factors. The government poli-

cies do have a large bearing. To make
a regsonable overall assessment  of
energy goals for a 10 to 15 year
period considerably more systematic
data collection than available today
is required. Further, there should be
a will and ability to follow a pre-
determined energy management path
through appropriate institutional ar-
rangements.

Due to the absence of many of
the pre-requisites, the attempt made
here is to identify very approxi-
mately the goal areas desirable in
i0 years time. The goals defined here
should only be viewed as trial tar-
gets; they must be changed with
the accumulation and analysis of
substantial data. They must further
e revised as time unfolds.

The approximate (assessed) an-
nual energy supply figures for 1981
are as follows:

SOURCE

Hydro-electricity

Oil Products (inclusive of
requirements for oil based
electricity generation)

Firewood

Other (paddy husk, Wind;
bio gas etc.)

Total

(b)

fore desireable, particularly in the
context of high and rapidly rising
oil prices, to keep e¢il consumption
figures lsw. As it is difficult to re-
duce the consumption levels with-
out adversely affecting transport,
industry and economy, an attempt
should be made to keep levels close
to the present values (3000
GWh ex.). Thed Dr. Jayatilake
Committee reports value of 3150
GWh. er. is tentatively accepted
here for the year 1990.

The potential large scale hydro
electricity that can be ultimately
developed is -approx. 6500 GWh
annually? Large extents e¢f capi-
tal have to be found to finance hy-
dro development work. Further,
time lags of the order of 7 years
are required for most hydro power
plant investigation, design, cons-
truction and commissioning. Con-
sidering the present state of these
with regard to prospective hydro-
power plants, the maximum deve-

Million GWh %
Tons N
— 1600 15.7
1.0 3000 29.3
45 5625 55.0
negligible
10225 100.00

Table 2. Approximate Assessed Annual Supply for 1981

(Assessment

An Energy Management Plan

For growth of industry and eco-
nomy, the growth of total useful
energy is essential. In Section 3, the
quality matching and resource
matching aspects were discussed.
Section 4 discussed the savings and
non-traditional energy possibilities.
With the aid of the principles
brought out in these discussions and
present data available, the following
assessments are arrived at.

(a) There are no known oil, coal or gas
resources in Sri Lanka. It is there-

(e)

- Board sources, energy

made in June 1981)

lopment possible by year 1990 is
about 4000 GWh. This extent of
energy can be consumed, parti-
cularly in view of the fact that
hydro-electricity is the only indi-
genous source which can cover
“very high” and “high” quality
requirements of energy.

Increases in firewood consump-
tion are not desirable until large re-
forestation and a-forestation pro-
grammes are well on the way. Ac-
cording to Industrial Development
efficient
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hearths can bring down the domes-
tic sector firewesd requirements
(cooking needs) to about one third.
¢ this were done and the same
firewood consumption is 2allowed
with a backing of planned forest
growth, the balance two-thirds of
the domestic share of fire-wood
can be channelled for medium
and low quality heat require-
ments of industry. If a conserva-
tive figure of half the domestic
share of firewood as available for
channelling is assumed, i.e. about
2.0 million tonnes a yearis assum-
ed, the energy available through
this would amount to about
2500 GWh. e.xr. This will be called
“saved firewcod energy” for con-
venience (see diagram 4).

(¢ Non-traditional energy sources
such as paddy-husk, saw-dust etc,
can be channelled for use fairly
easily. A small extent of wind
energy, mini-hydro, bio-gas, solar
heating and solar electricity may
also become possible by the year
1980. The total of such energies
could be raised to the region of
400 GWh. er. with moderate use
of policy tools.

The above assessments are sum-
marised and exhibited in diagram
4. Past energy consumption pattern
(1970) is also given for comparison
purposes. The connecting lines are
for visualization only and should
not be used for interpolation.

Features of the Hlustrated Plan

It will be seen that the suggest-
ed redistribution of types of energy
by 1990 leaves oil consumption rather
static; additional energy require-
ments so vital for national growth
are proposed from hydro electricity
and firewood. The fire-wood con-
sumption Is also kept at the same
level as In 1981, though more use is
made of its energy. Other economies
and more efficient use In  most
spheres will also need promotion. The
result is the release of approximate-
ly 10925 GWh by 1990 (as eom-
pared with 5725 GWh in 1981) for
industrial and all uses other than
domestic cooking. This level of energy
availability should be adequate for
industrial and commercial growth,
provided future systems are plann-
ed and operated In an energy eco-
nomic manner. However, the target
values given here should only be
considered as trial targets and im-
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DIAGRAM 4: PROPOSED ENERGY USAGE—SUPPLY PATTERN BY 1990

proved upon as stated in the Sec-
tion on “Energy Goals”. The prime
purpose of the present exercise has

been to illustrate the principles and
methodology.

Summary and Concluslons

The demand on energy can be
classified into different types, such
ax electricity, oil. firewood etc. It
is possible to shift the energy de-
mand from cne type to another,
within certain limits, by the use of
policy tools or “forcing functlons”
such as pricing, propaganda etc. The
policy tools could also be used to
promote economic use of energy, to
reduce wastsge, and to bring in de-

sirable non-traditicnal forms of
energy sources.
In this frame-work, demand

prediction on an isolated sector of
energy such as electricity or oil
ceases to have a meaning. Demand
management in all sectors In an
integrated manner has become
necessary, particularly in the context
of very rapidly rising energy costs.
Towards this end, demand and source
matching according to “quality of
energy” and according to ‘“resources
availability” is attempted. Once tar-
get areas of energy types are identi-
fied, forcing functions should be
used to drive the different types of
energy consumptions and productions
towards such targets.

An attempt has been made to
apply the above principles in the
Sri Lanka context. With efficient use
of energy, demand shifting and
proper management, it appears that

substantial energies can be allocated
for industrial and commercial
growth. It should be possible to
achieve this without increasing oil
consumption or firewood to any
marked degree though transport re-
guirements will increase. To a large
extent, more efficient use of fire-
wood and other sources, together
with matching by quality of energy
and resource availability would be
the key to this achievement. In order
to attain this, policy tools must be
judiciously applied and changes
caused to happen both in demand
and supply according to an  opti-
mum plan,

Further, collection of data and
analysis is necessary and based on
such information the optimum tar-
gets of different types of energy
should be refined and progressively
updated.
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The Equality of Educational Opportunity

to Study Science at Senior Secondary

Schools in Sri Lanka — A Quantitative Assessment

Jayampati Wanasinghe

It is generally accepted that disparities exist in the educational
facilities and opportunities available between the various regions of the
country. In this paper, however, Dr. Wanasinghe of the Faculty of
Education, University of Colombo, attempts to establish on a  scientific
basis the level of disparities betweeen the different regions. He uses
five distinct criteria — student enrolment, availability of science gradu-
ates, provision of laboratories, and of libraries, and pupil-teacher ratio
—in order to make a quantitative assessment of the equality of educa-
tional opportunities to study science at senior secondary schools in  Sri
Lanka. The results seen under each critirion indicate the existing levels
of disparities. In his assessment he also lists some of the major his-
torical, geographical and socio-economic factors that have contributed to
this situation.

This paper measures through an index, using the five criteria, the
degree of exposure to science education and helps to identify  those
regions that need priority attention. A basic proposal centres on the
provision to under-developed schools and regions of priority attention, for
receiving better facilities.

The Economic Review is publishing a series of studies on socio-
economic aspects of education. This paper, which is one in this series,
looks at regional variations. The articles to follow will look at access to
education on the basis of class as well as on the basis of sex. It should
be therefore emphasised that this paper -— and others of the series taken
in isolation — does not present a complete picture on access to education.

The educational system during
twa British period centred around
the eletist concept of education. It
was indeed a two ladder system. A
very insignificant minority who
could afford to pay high fees had
access to developed urban schools,
higher educational opportunities and
therefore to remunerative and presti-
gious jobs. The vernacular schools,
loccated mainly in the rural areas,
were planned for the poor and im-
parted an education free of charge.
Further, the language of the ad-
ministration of the country was
English and higher education was
.not offered in the vernacular lan-
guages. This closed all avenues of
social and economic advancement for
those who studied in the vernacular
schools. The most they could aspire to
was to become teachers in the same
type of schools. Thus two distinct
sub cultures, based on the kind of
education received, existed in the
country. The social gap between
these two groups was reinforced by
the fact that an English education
was an “escape from caste, from vil-
lage, from insecurity and from low
to better economic levels.”1 The
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mass of the population, especially
the poor, constantly agitated to
remove this social inequality.

As a partial answer to this problem
a scheme of free education from the
kindergarten to the University was
inaugurated in 1945. The main ob-
jective of this scheme was to offer
an education of high quality to the
underprivileged child. Such educa-
tional reforms as the introduction
of Central Schools, the abolition of
denominational schools, the switch
over of the medium of instruction,
extention of teaching of science to all
junior secondary schools, were all
aimed at promoting the welfare of
the underprivileged with the major
alm of achieving equality of edu-
cational opportunity.

Even to date the ideology of
equality of educational opportunity
has been one of the main factors
in determining educational policy.
All educational commissions  since
independence advocated the achieve-
ment of equality of educational
opportunity. The educational reforms
of 1972 set out to achieve this major
aim of “furthering the concept of

equality of educational opportunity
by reduclng area-wise imbalances in
the  provision of educational
facilities as well as other steps
such as changes in the structure of
the school system.” In this study an
attempt is made to assess how far
8ri Lanka has achieved this aim in
the area of science education at the
fenior Secondary level.

The data for this study was
obtained from the Ministry of Edu-
catlon. All quantitative data per-
taining to this study refers to the
year 1977. This year is very signi-
ficant for two main reasons.

The five year educational plan
ended in 1977. The change of gov-
ernment in 1977 led to the introduc-
tion of new educational policies. The
performance of the educational
system in this field of equality ot
educational opportunity after 1977
can therefore be judged with respect
to the situation that existed in 1977.

Equality of educational oppor-
tunity is usually discussed under two
major headings ‘initial equality’ and
‘equality of outcome’. G. H. Ban-
tock? compares ‘initial equality’ to
the fair start in a race. “The run-
ners are allocated to their lanes.
The judge’s concern is, on the one
hand, how they finish but; on the
other, whether or not they all got
a fair start”.3 In the field of edu-
cation this essentially means equal
access or equal exposure to a uniform
gind of secondary education. In the
Newsom Report this concept is
interpreted to mean that “gll child-
ren should have an equal opportunity
of acquiring intelligence.”s

“Bquality of outcomes’ refers to
‘giving people a fairer chance to
achieve a kind of terminal eguality
—equality of outcome.”” Thus the
alm of the school is to arrive at the
same outcome somehow. According to
Bantok what is sought in this con-
text is “homogenisation in terms of
culture, achievement and experi-
ence.” No doubt, such a system may
be beyond achievement specially in
the Sri Lankan context. Mac Beath
commenting on this concept states
that “such a possibility may well be
tille most millenarian fantasy of them
a 1 ”»”7

In this study equality of educa-
tional opportunity is taken to mean
‘initial equality’. Initial equality in
essence refers to ‘equality of expo-
sure.” James Coleman puts forward
the underlying assumptions of this
concept thus: ‘If we start from the
assumption that equality can be
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realised in terms of equal exposure
of all children to what goes on in
school. it then becomes incumbent on
the pupil to use the opportunity
given him. Responsibility for
achievement or non-achievement,
within this liberal framework, may
be seen to rest entirely on the
pupil.”®

to science

Access or exposure
linked to

education is directly

educational provision each school

offers. Educational provision at

G.CE. (AL) in science education in

the Sri Lankan context depends on

five distinct factors These are—

(1) availability of courses in Science at
the G.C.E. (A.L.)

(2) availability of qualified staff to
teach Science subjects at G. C. E.
(A.L)

(3) availability of laboratories to
teach science upto G.C.E. (A.L)

«4) avallability of libraries

(5) availability of manageable classes
conducive to effective learning.

Criteria Used in the Assessment

Criteria for educational provision used
In this assessment are derived from the
ahove five factors. These are —

(1) Student enrolment in science (en-
volment per 1000 population)

(2) Number of Science graduates/100,000
population

(¢) Number of G.C.E. (AL) laborato-
ries/100,000 population

(4) Number of libraries/100,000
population

(%) Number of pupils/teacher.

In this study it is hypothesised
that equality of educational oppor-
tunity in science education varies
from educational region to region.

These five criteria are used to arrive

at a single index for each educatio-

nal region that indicates equality of
educational opportunity.

The educational regions for this
study are those under the control of
a Regional Director of Education. In
1977, there were 30 such  regions.
afost of these regions are identical
with the administrative districts.
However some have been subdivided
into sub-regions such as Gampaha
and Minuwangoda. As some of the
data, such as population, necessary
for this study are available only on
an administrative district basis the
writer combined a few educational
reglons to coincide with the admin-
istrative districts. Thus the number
of educational regions was reduced
to 23.

A significant educational change
introduced in 1977 was the abolition
of N. C. G. E. and HNCE examina-
tions. The GCE (OL.) and GCE
(AL) were reintroduced. According-
ly, students who had passed the
NCGE and were studylng in Grade
10 were absorbed into G.C.E. (AL.)
claszes. For the computation, there-
fore, the total number of students
in the Senior Secondary School was
taken as the total number of
students in Grades 10, 11
and 12 during the year 1977.

Student Enrolment

Table 1 gives the student enrol-
ment in G.C.E. (AL. classes in
Science subjects

For the whole island, the enrol-
ment in educational regions ranged
from 0.627 to 11.23 per thousand
population. Moneragala had the
Jowest value of 0.627 whereas Jaffna
had the highest with a value of

11.23. This means that Jaffna had
17.9 times the enrolment of Monera-
gala. The mean enrolment for all
regions was 3.32 per thousand. Out
of the 23 educatlonal regions the
enrolment in 13 reglons fell below the
mean. Moneragala and Anuradha-
pura had enrolments of less than 1
per thousand population. The en-
rolments for Ratnapura, Bandara-
wela, Polonnaruwa and Nuwara
Eliya regions had values between
1 and 2 per thousand.

Distribution of Science Graduates

The distribution of Science Gra-
duates by educational region is given
in Table 1. The Moneragala region
had the lowest number of Science
graduates with .an index of 1.61
graduates/100,000 while Jaffna Edu-
cational region had the highest in-
dex of 43.30 per 100,000 population.
The mean index for all educational
reglons was 9.20. Fifteen educatio-
nal regions had indices beiow the
mean. Jaffna had 26.89 times that
of Moneragala. Colombo North and
South with a high concentration of
developed schools had indices of
811 and 12.60 respectively. We may
therefore conclude that Jaffna had
an index of 3.43 times that of Col-
ombo South and 5.33 times that of
Colombo North.

Distribution of Science Laboratories

The distribution of approved
Science laboratorles is given in
Table 1. There was a wide variation

in the provision of laboratories
amongst the regions. Bandarawela
occupied one extreme with only

9.64 laboratories/100,000 population
while Jaffna occupied the other
extreme with 30.55. The statistics
brought out the stark fact that the

Table1 VALUE UNDER THE FIVE CRITERIA BY EDUCATIONAL REGION

Educational Regions

Colombo South-——Homagama

Gampaha

Minuwangoda

Kalutara

Kandy

Matale

Nuwara Eliya

Galle

Matara

Tangalle

10. Jaffna

11. Mannar

12. Vavuniya

13. Batticaloa

14. Amparia
Kalmunai

15. Trincomalee

16. Kurunegala

17. Chilaw

18. Anuradhapura

19. .Polonnaruwa

20. Moneragala

21. Bandarawela

22. Ratnapura

23. Kegalle

PRGN RL N

Population Student Sc. gradu- Science Pupils| Libraries
in .000’s  enrolment ates per Laborator- Teachers  per
per 1000 100,000 ies per 100,000
population population 100,000 population
population
> 2,070 5.38 12.60 16.18 42.68 4.58
1,035 4.88 8.11 23.18 60.23 9.56
803 3.70 8.21 14.81 45.03 597
1,315 3.43 9.80 15.66 35.00 6.23
375 3.20 10.40 17.33 30.84 6.93
499 1.33 2.80 17.63 47.50 4.40
803 5.96 8.96 23.66 66.52 8.46
640 3.89 5.46 15.31 71.20 7.38
398 2.50 3.26 10.30 76.76 5.52
769 11.23 43.30 30.55 25.94 9.36
95 2.75 15.78 15.78 17.33 8.42
120 2.43 12.50 11.66 19.60 11.66
313 4.02 13.75 14.05 29.32 8.62
334 2.45 5.98 13.72 41.05 7.78
234 247 14.95 14.95 16.54 8.97
1,170 3.06 4.10 15.12 74.64 7.00
450 3.84 8.22 19.33 46.81 5.77
489 0.89 2.65 15.74 33.69 6.74
182 1.62 6.04 17.05 26.90 7.14
247 1.39 1.61 9.71 38.75 3.23
705 0.62 2.69 9.64 51.78 3.26
758 1.83 2.90 12.53 63.54 5.01
716 3.50 7.68 21.22 45.63 8.65
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educationally developed regions such
as Jaffna, Colombo and Galle had
relatively high indices. Bandarawela,
Moneragala, Tangalle and Vavuniya
distriets, which are in the Dry Zone
of Sri Lanka, came at the bottom
of the list. As many as 15 educa-

‘tlonal regions had indices less than

thhe mean of 16.30.

Distribuéion of Libraries

Table 1 indicates the distribution
of approved libraries in the educa-
tional regions. The mean for all
educational regions was 6.97 libraries/
100,0600. The minimum of 3.26 was
for Bandarawela. Vavuniya had the
highest index of 11.66. However 19
regions had values between 5 and 9.
Moneragala Bandarawela and
Nuwara Eliya once again occupied

Economic ReviEw, May 1982

a unigue place in the sense that they
had indices of comparatively low
values.

Pupils/teacher ratio

The wide disparity of this
ratio amongst the educational re-
gions was clearly indicated in
Table 1. Trincomalee had 16.54 pupils
per Science teacher whereas for
Tangalla this ratio was 76.76. The
mean for all regions was 43.79. A
relatively high value for the mean
indicated that there was a severe
desrth of science graduates in the

majority of educational regions.
Eleven  regions had, on the
average, more than 43 pupils
per Science graduate. Col-

ombo North, Matara, Galle, Tangalla,

Kurunegala, Bandarawela, and Rat-
napura had ratios of more than 60
degrees. It would therefore follow
that in these vregions there was
a very severe dearth of Sci-
ence graduates to man the
G.C.E. (AL. Science classes. Ratios
as high as 60 and above definitely
indicate that there were some
schools with approved G.C.E. (A.L)
classes without a single graduate to
teach some Science Subjects. This
dearth was not so acutely felt in the
educational regions of Jaffna, Man-
nar, Vavuniya, Batticaloa and Trin-
comalee. These regions had ratios
below 29.32.

Edncational Priority Areas

The five criteria —student en-
rolment, availability of Science gra-
dpates, provision of laboratories and
libraries, and pupils teacher ratio—
have been used in this study to show
thay there were wide regional im-
balances in the field of Science
education. The results under each
criterion indicate that there existed
2 wide disparity between the regions.
In this study these five criteria are
used to arrive at a single index for
each educational region that would
measure the degree of exposure to
Science education. This single index
can therefore be used to rank in
order the educational regions on the
basits of the degree of equality of
educational opportunity. The region
at the top of the list would have the
highest ‘exposure’ and the region at
the bottom of the list would have
the least exposure. This single index
for each region enables us to identify
the educational regions that should
be given priority if equality of edu-
cational opportunity is to be
achieved.

To arrive at this ranking order,
the indices under the five criteria
are utilised. The results under every
‘eriteria index’ is first rank ordered,
Scores are assigned from 1 to 23
among the 23 regions. The highest
rank gets a score of 23, the next 22
and so on upto the lowest which
gets a score of 1. Table 2 gives the
scores for each region. Once the
scores are known,6 the total score
for a given region indicates the com-
posite score arising out of the five
eriteria. The region with the mini-
mum score comes first in the
priority list. It is therefore possible
to rank order the regions in terms
of educational priority.

Table 2 gives the individual
score under each criterion, total
score and the rank order position for
each educational region.

In this study physical quantities
have been used as criteria in arriv-
ing at a single index. Therefore, this
single index falls under a ratio
scale. Hence, quantitative compari-
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Table 2—SCROES UNDER EACH CRITERIA CLASSIFIED ACCORDING TO

EDUCATIONAL REGION
Educational Region Enrolment Science Science Pupil Libraries Total Rank
Graduates Labora- Teachers Score
tories
1. Jaffna 23 23 23 20 21 110 1
2. Mannar 5 i1 22 14 22, i6 85 2
3. Batticaloa 19 20 7 18 18 82 3
4. Trincomalee ol 9 21 9 23 20 82 3
5. Gampaha e 20 i2 21 6 22 81 5
Minuwangoda
6. Galie 22 15 22 4 17 80 6
7. Kegalle o 15 i1 20 10 19 75 7
8. Matale 13 17 17 17 11 75 7
9. Vavuniya o 7 18 4 21 23 73 9
10. Colombo South 21 19 15 12 4 71 10
Homagama
11. Kandy 14 16 12 15 9 66 11
12. Chilaw 17 14 19 9 7 66 i1
13. Polonnaruwa 5 10 16 19 13 63 13
14. Kalutara 16 13 8 i1 8 56 14
15. Matara 18 8 11 3 14 54 15
16. Amparai 8 9 6 13 15 51 16
Kalmunai
17. Kurunegala 12 7 10 2 12 43 17
18. Anuradhapura 2 2 13 16 10 43 17
19. Nuwara Eliya 3 4 18 8 3 36 19
20. Ratnapura =% 6 5 5 5 5 26 20
21. Tangalle s i0 6 3 1 6 26 20
22. Bandarawela e 4 3 1 14 2 24 22
23. Moneragala e 1 1 2 7 1 12 23

sons between any two educational re-
gions are possible. These comparisons
bring out striking and alarming
disparities of educational opportunity
between the educational regions.
Thus, in 1977, a child in Jaffna Ye-
gion enjoyed as much as 9.16 times
the educational opportunity of a
child studying Science in _ the
Moneragala region. Table 3 below
compares the opportunities offered
between some regions.

TABLE 2

1. Jaffna: Moneragala 9.16:1
9. Colombo North: Moneragala  6.75:1
3. Jaffna: Bandarawela 4.58:1
4, Jaffna: Colombo North 1.35:1
§.. Jaffna: Colombo South 1.54:1
6. Colombo North: Ratnapura 3.11:1

MAJOR FACTORS

THAT CONTRIBUTED TO

THE PRESENT SITUATION
The present system of Science

eduecation In Sri Lanka is largely a

product of historical and geographi-

cal factors.

Historical Factors

Trom this analysis one can infer
that students are best exposed to
Science education in regions of
Jaffna, Colombo, Kalutara, Chilaw,
Batticaloa, Galle and Matara. Jaffina
takes the most prominent place com-
ing at the top of the list. These can
pe attributed to the historical
faetors In the development of educa-
tion in Sri Lanka. The western
powers established missionary schools
In the maritime provinces. When the
British captured Sri Lanka, they
inherited 2  network of misslonary
schools and Governor Robert Brown-
rige’ expanded thils network. The
Buddhists opposed this move and
showed great reluctance to send
their children to these schools. The

3

Tamils, as an ethnic group living in
Jaffna and Batticalog districts, did
not show as much reluctance as the
Sinhalese Buddhists. The missio-
naries established a large number of
schools in the two regions. As a
laboratory was a symbol, necessary t0
attract more students, most of the
missionary schools put up labora-
torles and started to teach Sclence.
Some of the Buddhists in the
maritime provinces however embrac-
ed Christianity and sent  their
children to the missionary schools,
This led to a concentration of such
schools in the maritime provinces.
In short, those areas that had the
missionary schools still offer better
provision for Science teaching when
compared with the other areas in
Sri Lanka.

Geographical Factors

A brief discussion of the coun-
try’s geographical background and
the human responses to it brings out
the influence of the geographical
factors on the educational system.

When compared to the Wet
7Zone, the physical environment of
the Dry Zone districts is not at-
tractive to human settlement. The
rainfall 1s  variable and unreliable.
It is concentrated in a few months
of the year. Due to hightemperature
and high winds there is considerable
loss of water from rivers, tanks and
ecanals. The geology of the Dry
Zone increases this problem of water
supply. Unlike the Jaffna Peninsula
which has an abundant supply  of
underground water stored in the
limestone, the greater part of the Dry
Zone is underlain by impermeable
crystalline rocks.

The high temperature coupled
with the high relative humidity has

made living in the Dry Zone ther-

. mally uncomfortable for many.

The problem of water supply for
agriculture has been solved to some
extent by the repairing of old tanks
and canals and by the construction
of large scale irrigation systems. The
Wet Zone farmers have been  en-
couraged by the Government to
migrate to the Dry Zone.

Adequate infrastructure facilities
play a crucial role in the develop-
ment of a region. It contributes to
the quallty of life of the people.
The Dry Zone farmers, teachers and
other personnel require physical in-
frastructure like improved housing
and sanitary facilities, roads, water
supply and electricity;  social in-
frastructure like "health and educa-
tional facilities; economic and in-
stitutional infrastructure like co-
operatives, credit institutions ete.
Sinece such infrastructure is inade-
quately supplied in the Dry Zone, the
farmer is unable to rise from the
subsistance level.

The Dry Zone is greatly hindered
hy the absence of service centres
that can act as prime agents for
social and cultural reforms. The
ratio of urban centres to villages in
the Dry Zone is 1: 232.

It is true to say that in any
underdeveloped area the inhabitants
are more concerned with their prob-
lems in day-to-day living. The main
problem 1s centred around the ways
and means of eking out an existence.
The school going children are also
engaged in economic pursuits, espe-
cially during the harvesting season.
This affects the education of the
children. These parents, in general,
would not show as much interest in
the education of their children as
the urban parent. Even if a few are
interested, they are too inarticulate
to get much wcrk done through the
Education Department. Further, the
parents are too poor to undertake the
imuprovement of the schools or to
provide their children with the
facilities available to children in
more developed areas.

In the Dry Zone areas the
teacher shortage is a permanent
feature. There have been instances
where some schools with laboratory
tacilities have not taught Science for
over a year because of the lack of
Selence teachers. This has to be ex-
pected as the teachers are not, in
general, provided with living quarters
in these areas. Suitable houses in
most areas are not available. It is
particularly difficult to find suitable
accomodation for an unmarried
lady teacher. Further, lack of hos-
pitals within easy reach, the difficul-
ty of getting the teachers’ children
pronerly educated and the non-
avoilability of an efficient transport
system add to the difficulties en-
countered by the teachers.
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There is hardly any attractive
incentive for a teacher to work in
the Dry Zone areas. All teachers
with the same academic qualifica-
tions are placed on the same salary
scale irrespzctive of whether they
serve 1 a difficult area or not. In
the field of Science, the educated,
cxperienced and  efficient teacher
can always find schools in urban
areas. or emuployment in other
sectors.

The Department of Education
has imposed a general rule that
every teacher has to work at least
two years in a difficult area. The
general pattern is for the teacher
to serve this period without doing
any hard and honest work. In fact
teachers consider working in difficult
areas more a punishment. Only
a very few stay on after two years.
Therefore there is a constant change
of teachers in the schools especially
in the Dry Zone areas. Needless to
say, this type of educational set-up
would not brirg the desired educatio-
nal outcomes.

fincial Beliefs

In the Sri Lankan society in-
equality is’accepted as a way of life.
Belief in Karma however provides a
psychological cushion to face the
inevitable situations arising as a re-
sult of low-socio-economic conditions.
This state of affairs has led to the
preservation of the notion that in-
eoualities are natural. Effective agi-
tation for social change therefore will
not emerge from the under-privileg-
ed. Without effective agitation politi-
cal leaders generally turn a blind eye
to the problem of ineocuality. Inhthe
face of other demands. especially
from the privileged groups, gov-
ernments find that the neglect of
educatirn in underprivileged areas
creates fewer difficulties.

Superior Schools

It is a well-known fact that the
svstem of education discriminates in
the interests of the privileged. In
fact the inequality of education bet-
ween the privileced and the under-
privileged is widening rapidly.

For example the resources spent
on the development of Ananda Col-
lege in the city of (Colombo during
the last two and a half decades are
probably more than that spent on
Hambantota District during the
last century.

In the orevailing system of free
eaucation in Sri Lanka. there exists
a net work of superior government
schools situated mainly in the urban
areas. In Colombo—Royal, Ananda,
Nalanda, Visakha, D. S. Sesnanaya-
ke, Davi Balika are only a few that
belong” to this category of schools.
These schools are very well equipned
to teach Science. They are perpe-
tuating the elitism in the education
system.
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Although on paper the opporiu-

nity of accessibility to these schools.
especially at the lower level is based
on the area rule. admissions are how-
vver made on the ‘aristocratic ecri-
terion’. Middle and TUpper Middle
class parents get their children ad-
mitted to these schools by adopting
various irregular methods. These
parents are influential economical-
ly. socially and politically. They
ensure that the best of education is
given to their children by getting
the government in power to divert
more resources to these schools.

These superior schools have the
best of the qualified and experienced
teachers; fully equipped laboratory
complexes, library facilities and
other auxilliary aids for effective
teaching. It is therefore true to say
that the allocation of resources for
Science education is largely deter-
mined by the needs of these superior
schools. Thus an anomalous situa-
tion has arisen. Although every gov-
ernment since  Independence pro-
fessed to be progressive by moving
towards equality of educational op-
portunity, it was seen that they are
r2trogressive in their action. In the
tug of war between equality of edu-
cational opportunity and quality the
latter has always won.

FUTURE ACTION

If equality of educational oppor-
tunity is to be achieved at least asym-
ptotically, the government will have
to initiate revolutionary measures
without much delay. In essence this
would amount to a reversal of the
policies and their underlying assum-
ptions so far attempted by the gov-
ernment.

Even today an ‘elitist system’
of education, especially in the fieid
ot - Science Education is prevailing
in the country. In the long term.
policies will have to be adopted to
change this to a ‘mass system’ which
caters to a wider spectrum of stu-
dents. This would mean a change
in objectives, structure, content,
methodology, attitudes and prestige
stvles that worked well for an elitist
system.

The Plowden Report in England
has offered a new approach to alle-
viate the problem of inequality in
the schools. It is termed “positive
discrimination” which means a di-
version of educational resources and

expartise away from the developzd
and priviledge regions to the under-
developed. For this purpose it is es-
sential to identify the developed and
underdeveloped educational regions
in Sri Lanka.

It has to be accepted that the
Department of Education will not
have the resources to develop all the
reglons simultaneously. A priority
list of regions will have to be estab-
lished. This study puts forward such
a priority list. It is possible to rank
order. The regions according to prio-
rity. The education region with the
minimum total score comes first in
the priority list. viz. Monaragala,
Bandarawela comes second and Rat-
napura third and so on.

A short term workable solution
is to establish “centres of excellence”
In the rural and underdeveloped
areas. These schools should have all
the facilities including modern labo-
ratories, teachers’ quarters etec. The
teachers’ quarters should be provi-
ded with modern conveniences. This
facility coupled with an incentive
bonus for working in difficult areas
will ensure a supply of experienced
and qualified teachers. The Kolmo-
gorov schools which are the “centres
of excellence” for science and Mathe-
matics in the USSR work somewhat
on these Iines.
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