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At

Diary of Events

January

3 The UNESCO Reactive Menitoring Mis-
sion has strongly recommended against the
construction of an airport base at Kimbissa
within 2 km off Sigiriya. The mission has sub-
mitted its report to the Government and rel-
evant authorities for examination and con-
sideration.

The Embassy of the United States an-
nounced that Sri Lanka will again this year
to be included in the short list of countries
receiving benefit under the PL (Public Law)
480 Title I Programme. Under this
programme, Sri Lanka will be receiving ap-
proximately 63,800 metric tons of wheat,
valued at $ 8 million in fiscal year 2002. Last
year, Sri Lanka received approximately
58,000 metric tones of wheat.

4 The Commerce and Consumer Affairs
Ministry in an effort to wipe out bribery and
corruption and ensure maximum possible
service to the public has set up a Public Com-
plaints Unit at the Sri Lanka Insurance Cor-
poration building at Vauxhall Street Colombo.
The public should submit their complaints in
detail to ensure quick remedial action on
them.

9  Sri Lanka will benefit from a US$ 1 mil-
lion (Rs 90 million) free tourism promotional
services, in the prestigeous “sights and
sounds” CNN international holiday destina-
tions programme this year. The free, 364
one minute spots will be an extra bonus of
free air time received by Sri Lanka Airlines
for their extensive advertising contract with
CNN over the 1999-2000 period. Sri Lankan
Airlines has offered this free bonus air time
to the Tourist Board to promote the country’s
diverse attractions.

11 The Ministry of Fisheries and Ocean
Resources will make an investment in ten
modern trawlers, a fish canning, plant and
maldive fish production project. These mon-
ies are being worked out in pursuance of
the Ministry’s plans to impose restrictions on
import of canned fish, dry fish and allied
products during the year 2002.

Sri Lanka airlines recently tied up with
Sasianet, the internet based reservations
service provider, for the services of
Roomsnet, its state-of-the art automated
interactive hotel reservations system which
will help to position Sri Lanka as an ideal hub
for air travellers as well as promote the coun-
try as an adventure, special-interest and
eco-tourism destination.

Roomsnet, which will be implemented in
phases will enable Sri Lankan Airlines over-
seas stations to directly book passengers in
hotels in Sri Lanka during their stay-overs in
the country.

15 Tokyo Cement group through its subsid-
jary samudra Cement Company Lanka (Pvt) Ltd.,
opened one of the most modern and efficient
cement bagging plants at the Colombo Port.
Set up with an investment of over Rs 500 million
the plant has an initial capacity to bag 600,000
metric tons of cement per annum.(Daily News)

25 The Cabinet of Ministers has given ap-
proval to deal with three ADB Loans amounting
to US Dollars 86 million to develop and expand
the small and medium enterprises in the coun-
try. Of these three loans the US dollars 60 mil-
lion loan will be granted to improve credit assis-
tance for the small and medium enterprises.

The other two loans amounting to US dollars 20
millions and US dollars 6 million will be for the
strengthening of budgetary allocations and for
the improvement of business services related
to enterprise development respectively. Time
frames of 24 years and 32 years have been
given to repay these loans. The interest for all
these three loans stands at 1 per cent.

A relief assistant fund worth US$ 200,000 (Rs
18.75 million) is now available to Sri Lankan in-
dustries to convert their ozone depleting
cholorofinoro Carbon (CFCs) dependent refrig-
eration plants to ozone friendly conversions ‘In-
dustries and companies can draw upto a maxi-
mum of US$ 10,000 (Rs 930,000) or 50 per
cent of the total cost they have to bear for
converting their refrigeration plants. The funds
are disbursed to the Environment Ministry
through the UNDP and the Ozone Secretariat.

29 A Japanese national has invested Rs 70
million in a factory exporting packed shark fin
products,-shark fin based products fetch a high
demand in European countries a senior official
of the BOI told. The shark fin factory has been
built at Kapugama in Gandara. The factory sup-
plies shark fins for cosmetics used in European
countries, various types of drugs and medicated
drinks.

A Rs 20 million crash programme to increase
milk and other livestock products has been
launched by the Agriculture and Livestock De-
velopment Ministry. Under this project steps
have been taken to improve the quality of milk
products to enable the producers to fetch a
better price. In addition three animal farms will
be set up under the community-farming scheme
in Weli Oya, Ranwewa and Kirikoswala. Mean-
while two new goat farms will be-set up in
Polonnaruwa and Mahabematenne to meet the
increasing demand for mutton.

February
2  SriLanka tea exports will shortly be given

a major boost following three land mark deci-
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sions — trading teas in US Dollars, the immi-
nent establishment of a new 30 acre Duty
Free Shopping Complex on the Colombo
Katunayake Road, aimed at making Sri Lanka
the premier tea exporter in the world.

The Colombo Tea Trader’s Association (CTTA)
has expressed concern over to land mark pro-
posals concerning the industry, the forma-
tion of a Tea Federation which is meant to be
an umbrella organization for the industry and
conducting training operations at the Colombo
Tea Auctions in US dollars.

Eagle Insurance said that the company’s Life
Fund has increased by a-billion rupees, this
bringing the Fund to Rs 4,653 billion as at end
2001 a 27% growth over the previous year
following the annual independent actuarial
evaluation.

13 The Government of Japan presented a
cultural bouquet to the historical Tower Hall
Theatre marking the 50 anniversary of the
establishment of diplomatic relaticns between
Japan and Sri Lanka by providing a sum of
upto forty-nine miflion nine hundred thousand
yen (49,900,000) approximately Rs 34 mil-
lion as cultural grant aid. This fund will be
utiized to supply state of the art audio and
lighting equipment that are currently required
for the efficient functioning of the theatre.

14 The Indo Lanka Free Trade Agreement
will be renegotiated end March. Among the
core issues reduction of tariff barriers from
the current 50 per cent to 90 per cent which
will enable Sri Lanka exports to find free ac-
cess to the Indian sub-continent had access,
though any Indian ports but Sri Lanka’s tea
and garments had access only through
Mumabi, Cochin, Chennai and Calcutta.

Sri Lankan Airlines has agreed to granta con-
cession of 20 to 30 per cent air fares changed
effective from February on Sri Lankan going
to take up jobs in the Middle East. This in
response to a request made to the Sri Lankan
Airlines authorities by employment and labour
Minister. Consequent to the decision of the
Sri Lankan Airlines all other Middle East Air-
lines too have agreed to grant a correspond-
ing reduction on their fares charged on Sri
Lankan workers seeking jobs in the Middle
East.

15 The Government has decided to encour-
age the private sector to contribute to the
country’s power generation by providing con-
cessions and increasing the payments for pri-
vately generated electricity, private institu-
tions and persons who are interested in in-
stalling mini hydro power projects by using 52
water falls identified by the CEB. The private
sector will also be encouraged to establish
wind power projects to be connected to the
National Grid.
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"~ for Consﬂmcr Protection
1n Srl Lanka

he last two decades have seen

I enormous changes within the
economic pattern and chal-
lenges, which consumers face in this
country. It is undeniable that these
changes owe its genesis to the intro-
duction of open market economy and
the subsequent globalization of eco-
nomic affairs unprecedented in the
history of the world. The government
has launched some promising re-
forms to cope with this situation.
Government is taking every step pos-
sible through structural adjustment
programmes to keep the inflation at
lowest possible limits. Attempts
are made to eliminate fiscal im-

T.B. Dassanayake
Asst. Commissioner of Internal Trade

Consumer protection in Sri Lanka has
its route in consumer law principle of
caveat emptor (let the buyer beware)
and the sanctity of the contract contin-
ued to outweigh concept of consumer
protection. The consumer demands that
government establish policies to head
off sellers’ abusive trade practices. This
in a shift, the common law and various
statutory laws safeguarding consumers
began to be consolidated and strength-
ened in the late nineties.

Trade is conducted in a relatively free
market environment with minor state

intervention in regulation of trade.
The government considers further
intervention essential in preventing
harmful effects arising from anti-
competitive practices such as collu-
sive price fixing, dumping, predatory
pricing and monopolies as a result of
mergers. The government also in-
tends to ensure consumer and pro-
ducer welfare by minimising harmful
effects of drastic price fluctuation.

The political, social and economic ex-
perience of the last decade have pro-
foundly incorporated transformed
the image of the state and its
functions with regard to its

balances. Market liberalisation,
opening of foreign trade and abo-
lition of price control mecha-
nism resulted in a better supply
of services and commodities.
However, it is the view of the
legislators and the consumers
that the time has come to review
and renew the measures
adopted to protect the con-
sumer and the trade and indus-
try in the context of these far-
reaching changes. We are also in
the center of a debate taking
place within the consumer
movement and the trade and in-
dustry about the extent to which
the open market economy and
the globalisation benefit all
stakeholders. It will be interest-
ing to have an overview of the
government policy and cam-
paign, development support and
the diversity of the work and the
extent to which key consumer
issues and trade issues in regard
to liberalisation of trade have

been addressed.

PARLIAMENT ()l THE DEMOCRATIC

SOCIALIST REPUBLIC OF
SRI LANKA

QONSUMER PROTECTION
ACT, No. 1 OF 1979

[Certifieil on Ist Jandiary, 1979
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consumers. Every endeav-
our is made to check pov-
erty rates and inequalities in
the distribution of income
and access to opportunity
along with the challenge of
meeting high rate of eco-
nomic growth as a necessary
condition for alleviation of
poverty. On the other hand
world market forces,
globalisation, scientific and
modern
progress, emergence of is-

quality of life; consumer
safety etc. shed light on our
achievements and the com-
plexity of the needs and
concerns that must be in-
corporated in developing of
innovative force that can
adjust the role of the state
to fit the expectations of the
consumer. The following
thrust areas are receiving
priority of the government
in this exercise:
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I Designing of policies and
programmes on development
and social justice,

II. Stabilise peace and generate con-
sensus necessary to confront and
resolve the country’s serious
problems and status in the world
with particular attention to moni-
tor operation and protection of
values that the market alone can
neither guarantee nor enforce,

1I. Guaranteeing and promoting
common good which implies
promoting equal oppor tunities,
social justice and quality of life,

IV." Regulation of market dynamics

and their impact on the
economy, job quality, environ-
mental protection, consumer
protection and standards and
quality for goods and services,
V. Toactasan entity that is about to
answer for and respond to the
concerns from consumer par-
ticipation and innovation which
aims to strengthen democracy.

We live in a time when significant sec-
tors tend to confuse the need for eco-
nomic freedom, which allows all the
potential of private initiative with un- .
limited deregulation of economic ac-
tivity. This could only be justified if all *
markets were sufficiently, if not per-
fectly competitive, or at least ap-
proaching that situation. In other *
words if everyone involved had suffi-
cient alternatives and necessary infor-*
mation to make the best decision.

Reality however, differs considerably
from the models of perfect competi-
tion analysed in basic texts frequently
used as a basis for the elaboration of
political and corporate plans. More
advanced economic theory, which
analyses the effects of a variety of
asymmetries barriers and distortions
found in the markets does not lend
itself, so easily as a basis for consumer
discussion.

The idea that the market and private
initiative constitute essential factors
for dynamic economic performance
has already been strengthened in our
country which has some experience
of liberalisation and deregulation as
well as controversies concerning the

role of the market and the state. How-
ever, in our real experience-past and
present we are increasingly seeing the
need to consolidate and improve the
markets, thereby improving the institu-
tional, regulatory and investigative
framework to guarantee more effec-
tively the rights of an important part of
the market economy the consumers,
workers, small investors, small and
medium size businesses in total the over-
whelming major of its citizens’ partici-
pation in the market and economic de-
cisions is not only important for social
justice, but also for an efficient economy.

We are committed to cominuing to open
our economy to international competi-
tion. As international competition ad-
vances, we believe that our economy and
the consumers benefit. But as we over-
come the initial stages and advance to-
wards new horizons, new challenges
arise. We must not allow our markets to
be invaded by defective or unsafe prod-
ucts. To prevent this, we must establish
appropriate standards and efficient
methods of control.

In 1776 Adam Smith remarked, “Con-
sumption is the sole end and pur-
pose of all production, and the
interest of the producer ought to
be attended to only so far as it may
be necessary for promoting that
of‘the consumer”. This observation
is still as relevant even after 225 years
but I feel that many of us in administra-
tion and business need to be reminded
more frequently of the importance of
consumer in the economic system. Pro-
tecting the rights of the consumer in a
way that is both genuine and well bal-
anced is not only an ethical and legal
imperative but also one of efficient eco-
nomic managements.

Although it is true that the primary ob-
jective of consumption is the satisfac-
tion of vital or basic needs that ensure
the maintenance and development of
life, it also has secondary (lbjectives that
relate to obtaining a better quality of life
and consequently to actions that are as-
sociated with personal, intellectual,
educational, cultural and recreational
growth. Seen from this perspective that
we are consumer and we are all leads us
to look at the phenomenon from a po-

sition that goes beyond simple legal
regulations to delve into a value analy-
sis in which the overall dignity of the
human being is at stake. When we re-
fer to the protection of the consumer
there is no doubt that, we are speak-
ing of human rights.

The protection of the consumer
therefore is related to generating a
citizen’s conscience both individual
and collective in which the social be-
ing seeks the formation of a fair and
just society that satisfies all the com-
munity needs at individual, family,
group and social level.

Human dignity, which is the basis of
modern civilization and incorporated
in the United Nations Charter, has
been enhanced by the Consumer
Protection Guidelines of the General
Assembly in 1985 to which we are
also committed. Objectives of those
guidelines in a simplified form are as
follows:

I To help countries achieve and
maintain suitable protection of
their inhabitants as consumers,

II. To facilitate types of production

and distribution that respond to

consumer needs and desires,

To encourage those in-charge of

the production and distribution

of goods and services to adopt
strict ethical rules of conduct,

To help countries stop abusive

commercial practices at national

and international level that harm
consumers,

V. To facilitate the creation of inde-

pendent consumér defense

groups,

To encourage international co-

operation in the area of con-

sumer protection,

To promote the establishment of

market conditions that give con-

sumers a greater selection at
lower prices,

II.

Iv.

VI

VIL

Sri Lanka, which is now committed
to the market economy, requires the
mechanism of operation to be fair and
transparent. This will be possible to
the extent that civil society the con-
sumers has the ability to put ethical
limits on the market. The inevitable
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questioh that arises here is “ how pow-
erful and knowledgeable the consumer is
in this regard? ”

We were living with shortages in the
matter of articles contributing to our
existence and comfort in pre-inde-
pendent and post-independent Sri
Lanka, and the helpless consumer
looked upto the government for pro-
tection and save them from wayward
behaviour and exploitation by the
unscrupulous trade and industry. In
1939, the Colonial Secretary who
administrated the country introduced
Price Control along with Foods Con-
trol Regulations for this matter. Even
after independence in 1948 price
control and food control laws were
permanently incorporated in our stat-
utes in 1950 with subsequent amend-
ments from time to time to make
more effective protection for the con-
sumer. A Food and Drugs Act was in-
troduced to regulate the health as-
pects of food and pharmaceutical
drugs while the Weighs and Measures
Regulations were in operation since
last century. The Sale of Goods Ordi-
nance introduced in the last century
codifies the rights of the seller and
buyer. Besides these penal and civil
enactments, the successive govern-
ments since 1948 have taken a num-
ber of positive steps to help the con-
sumer. With all these legislative and
administrative measures, the situation
was dismal with a frustrating feelin

that nothing improved the lot of the

consumer,

In this background, the country faced
the open market economy in 1977.
All forms of restrictions and controls
were gradually removed thus allow-
ing the inflow of a market where
commodities were available in abun-
dance. However this situation led the
consumer to demand legal norms that
protect there economic interests
since there was unequal conditions
of the market, defective good and ser-
vices, the absence of conditions guar-
anteeing the production, the uneven
flow of information and the lack of
adequate institutional resources with
which to resolve conflicts and be part-
ners in the decision making process.

The introduction of the consumer pro-
tection Act No. 01 of 1979 was consid-
ered a remedy for this situation and it
made a revolution, any change in the
administration of consumer protection
affairs, although it was not a foolproof
solution to all consumer problems. It is
however, a first step in the formation of
a consumer policy necessarily and pri-
marily focused on the need to legislate
with a goal of guaranteeing a level of
protection of basic rights while ensur-
ing the transparency in the market, eq-
uitable selling conditions, indemnity for
defective products, mis-leading adver-
tising etc.

In 1987, the government also intro-
duced the Fair Trading Commission Act
with a view to formulate a national price
policy, and deal with monopolies, merg-
ers, and anticompetitive and restrictive
business practices. The administration of
the Consumer Protection Act was en-
trusted to the Department of Internal
Trade while the administration of the
Fair Trading Commission Act is vested
in the Fair Trading Commission. The
Measurement Units Standards and Ser-
vices Department administers the
Weighs and Measures affairs of the coun-
try while the Food Act and the Cosmetic
Devices and Drugs Act is administered
by the Health Department. The Sri
Lanka Standards Institutions formulate
standards and specifications for the
country and implementation of any
mandatory standards is entrusted to the
Department of Internal Trade. Environ-
mental protection is undertaken by the
central Environmental Authority Act. It
will thus be seen that a consolidated ef-
fort of all these institutions is needed
for the proper protection of the con-
sumer.

It will be interesting to note that dffend- :

ers who breach the provisions of the
above statutes are being prosecuted in
law courts and appropriate punishments
prescribe in law are meted out to them.
But the expectation of the consumer is
to get redress for their problems faced
in the market place and this redress
should be speedier, easily accessible, in-
expensive and fair. The conflict resolu-
tion machinery is not adequately pro-
vided in the above statutes and there-

fore the government considered the
strengthening of the legal institutions
to cover all areas in the complexity of
the present legal system. Therefore,
action is being taken to replace the
Consumer Protection Act and the
Fair Trading Commission Act by the
introduction of Consumer Protection
Authority Bill, which is already be-
fore the parliament.

At present the fundamental area of
consumer participation in the deci-
sion making process is of a merely
testimonial nature although they are
very common in daily life. Social and
consumer organisations should con-
solidate their efforts on drawing at-
tention to well defined key issues.

Consumer rights can be protected in
this atmosphere only if it there is suf-
ficient awareness. Therefore, the high-
est priority should be given for con-
sumer education as we often say that
“knowledge is power”. It is the driving
force the power behind develop-
ment. The proper empowerment of
the consumer should therefore be-
gin with creating sufficient awareness
or knowledge for him to exercise his
rights in the liberalised economy.

With sufficient knowledge consumer
should give up his traditional help-
lessness and rally-round the con-
sumer organisations to protect rights.
The media can play a major role in
this exercise. The consumer
organisations, media and other inter-
ested groups should work towards
achieving this goal.

The Consumer Protection Authority
Bill addresses many issues referred
to above and when implemented will. -
definitely strengthen the hands of the
authorities in conflict resolution,
conflict management and problems
solving which become increasingly
important to the consumer.

In conclusion, I wish to quote what
James Herbert said of consumer
awareness. “The buyer needs a hundred
eyes, the seller not one”.

r
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onsumer is King” is the nor
Cmally accepted saying. How

ever John Galbraith the noted
economist has mentioned that “It is
not the Consumer who is king, but it
is the large corporation who is the king
in the economy whatever happens is
not because the consumer want it that
way has simply because large power-
ful corporations prefer that way”.

In a developing country like Sri Lanka
where the incidence of poverty and
unemployment is very high above
John Galbraith holds true and the
population faces a large number of
problems, which have been acceler-
ated. Hence, consumers have not be
able to play a significant role in the

development process.

The United Nations have adopted irf
1985 a set of guidelines for Consumer
Protection (revised) in 1999 which
addresses the needs of consumers
worldwide and provide a framework
for Governments specially those in
developing countries strengthen con-
sumer policies and legislation.

It is notewor thy that the Government
of Sri Lanka has recognized the need
for consumer protection long-before
the adoption of United Nations guide-
lines, which cover eight consumer
writs namely — basic needs, safety,
choice, introduction, consumer edu-
cation, redressed, representation and
healthy environment.

Even before the adoption of the Con-
sumer Protection Act in 1979 the
eight basic needs, have been
recognised directly or indirectly.

An attempt is made have to discuss
some salient aspects of consumer.

Leel Gunasekera
President, Federation of Consumer Association of Sri Lanka (FOCAS)

Some SALIENT ASPECTS

In the present times, increasing trends
in globalisation characterise the national
economy of most countries, which im-
pinge heavily on the trading systems of
developing countries. This development
signifies the demolition of restrictive
practices, taxes, tariff barriers, duties and
other impediments to a lassie-faire dis-
pensation. In a sense, uninhibited
liberalisation is bound to result in a “free
for all” state of affairs. If production, sale
and distribution of goods and services
are to be permitted to go unquestioned,
and without let and hindrance countries
on the bottom of the line will be left
behind.

Hence, it is imperative that some form
of regulatory measures, which stop
short of complete protection, be ob-
servedsViewed in the context of the in-
ternational economy the parallel is be-
tween the local producer and consumer.
No developing country can afford to
push an economy totally untrammeled
by built in safeguards in the laws, regu-
lations of the consumer and undiluted
liberty of the producer/seller.

It is well known, making of goods and
services is normally conducted in an
organised manner in Sri Lanka. How-
ever, the local consumer is normally not
trained in market affairs and is no match
for the businessman who attempts to
persuade the consumer to buy goods
or services on terms and conditions
favourable to them. It is because of this
aspect that the consumer needs the pro-
tection of the law. In Sri Lanka, Con-
sumer Protection is currently under the
supervision of the Department of In-
ternational Trade (DIT).

It is the policy of the Government of
Sri Lanka to provide for better pro-
tection of consumers through regu-
lation of trade and prices of goods and
services and for the protection of trad-
ers and manufacturers against unfair
trade practices and restricted trade
practices.

The Government of Sri Lanka is also
desirous to ensure healthy competi-
tion between the traders and manu-
facturers of goods and services.

In Sri Lanka, there is a fair spread of
legislative measures meant to shield
the consumer from being exploited
by unfair trading practices. The Con-
sumer Protection Act No. 1 of 1979
is the core legislative enactment,
which is enforced by the Department
of International Trade supplemented
by the Fair Trading Commission Act
No. 1 of 1987, which is implemented
by the latter body.

THE PREABLE TO THE CONSUMER PROTECTION ACT NO.
1979 spECIFIES
that it is:

An Act to make provision for the
regulation of international trade;
for the establishment of fair trade
practices; for the amendment of
the National Prices Commission
Law, No. 42 of 1975; for the re-
peal of the Licensing of Traders
Act, No. 62 of 1961; and for mat-
ters connected therewith or in-
cidental thereto.

The fair trading commission act no. 1 of
1987, which came into operation over
eight years subsequent to the enact-
ment of Act No. 1 of 1979, stipulates
thatitis:
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An Act to provide for the estab-
lishment of a Fair Trading Com-
mission for the control of mo-
nopolies, mergers and anti-com-
petitive practices and for the
formulation and implementation
of a national price policy; for the
repeal of the National Prices
Commission Law, No. 42, of
1975; and for all mattes con-
nected therewith or incidental
thereto.

In 1993 with the initiative of Dr.
Neelan Tiruchelvam, Director of Law
and Society Trust, a study was under-
taken by Dr. Saman Kelegama, Direc-
tor of the Institute of Policy Studies
and Mr. Casie Chetty, Attorney-at-
Law.They produced a comprehensive
report entitled Consumer Protection
and Fair Trading in Sri Lanka. They
made some useful recommenda-
tions.

COMMISSION FOR CONSUMER AFFAIRS AND FAIR
TRADING (CCSFT)

The authors of this report have
dealt with the salient aspects of
Consumer Protection and Com-

etition Policy (focusing princi-
pally on the latter), and have sug-
gested measures that could be
adopted by the State to remedy the
shortcomings in the prevailing law.
It has been recommended that an

entirely new body named the -

Commission for Consumer Affairs

and Fair Trading (CCSFT) should be
established combining the functions
of the present Department of Inter-
national Trade and the Fair Trading
Commission. Such an agency should
have only investigative powers and
thus the. creation of a Competition
Tribunal is suggested. Other innova-
tions recommended are the estab-
lishment of a Public Enterprises
Monitoring Sections under the aegis
of the CCAFT and prove an asset in
its functions and the realisation of its
intended objectives.

Absence of an Effective Fed-
eration of Consumer Associa-
tions

There are about 4000 voluntary
consumer associations in Sri Lanka
(this figure refers to the year 1987)
that functions with the objective
of highlighting various complaints
of the consumers the Director In-
ternal Trade TI. Only a few are
functioning effectively. Recently,
steps were taken to bring them
under one umbrella.

Hence, it was suggested that a Fed-
eration of Consumer Associations
should be established as a more
organised body and it should mo-
bilize more funds in order to con-
duct an effective campaign among
consumers. Moreover, it should
have representation in the Minis-
try of Trade and the new CCAFT.

b)

d)

The Federation of Con-
sumer Associations of Sri
Lanka (FOCAS)

It is against this background that
a non-government agency was
established as the Federation of
Consumer Association of Sri
Lanka 9FOCAS) in 1996. It
binds together about 4,000 vol-
untary consumers operating in
most parts of the country of
which about 250 are registered
under the Department of Inter-
nal Trade. ‘

The Federation was established
to be an independent voluntary
organisation to represent the
consumers through their soci-
eties. The Executive Commit-
tee is elected from the district
units and societies. It is the um-
brella organisation registered as
Voluntary Social Service/Non-
Government Organisation un-
der the NGO National Secre-
tariat Ministry of Social Services
Sri Lanka. The Registration
Number of FOCAS is 128304

Objectives of the FOCAS
Focus is now empowered to be
the voice of the consumer soci-
eties with the following objec-
tives in its constitution:

to promote and advise con-
sumer association in Sri Lanka
that are members of the
FOCAS;

to educate consumers on the
basic consumer rights of access
to safe food, water and durable
consumer goods and services;
to improve the quality and stan-
dard of goods and services
available to consumers and
ensure that the standards are
acceptable;

to encourage State Institutions
and Non-Governmental
Organisations (NGOs) fur-
ther the interest of consumers
and consumer associations;
to provide possible solutions
to consumers and problems;
to collect and disseminate in-
formation relating to con-.
sumer laws and practices;
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g) to assist independent con-
sumer associations and NGOs
working on consumer issues
in promoting consumer inter-
estsin national and regional for
3

h) to act as a forum for the ex-
change of information and
publications;

i) to publishinformation on sub-
ject concerned with the inter-
ests of the consumers;

j)  to give assistance to the devel-
opment programmes on con-
sumer education;

k) to help consumer associations
to acquire skills on perform-
ing their all as consumer
“watchdogs”;

1) to disseminate information to
the consumer through the
publications and media;
organising workshops, semi-
nars, conferences, exhibitions,
screening of films and such
other activities;

m) toundertake research on con-
sumer needs, protection and
make recommendations

to the authorities.

Activities of FOCAS

During the last four years, FOCAS
has been active —

I) it serves as the advisery body
to the Ministry of Internal and
International Trade,

IIy FOCAS represents the con-
sumer at the National Food
Committee and National Co-
dex Committee under the
Ministry of Health,

III) FOCAS represents the Eld-
erly as consumers in the Na-
tional Committee on Elders —

- Ministry of Social Services and
UNDP,

organised high-level semi-
nars and workshops in asso-
ciation with the Society for
International Development
(SID) Human Resources
Development Council
(HRSD) and the National
Institute in Social Develop-
ment (NISD),

V) represented consumers at

Asian Pacific regional semi-

Iv)

nars workshops and interna-
tional seminars,

promote awareness
programmes and training
workshops in Colombo and
the Districts,

organised the annual World
Consumer Day (15" March)
celebrations and rally in asso-
ciation with the Sri Lanka
Housewives Association and
Department of Internal Trade
during the last four years,
published newsletter and
other documents,
take  part in
programmes.

VI

VII)

VIII)

IX) media

Consumer Protection Authority

It is to provide for the establishment
of the Consumer Protection Author-
ity; for the promotion of effective
competition and protection of con-
sumers; for the regulation of interna-
tional trade; for the establishment of
a Consumer Protection Council; for
the repeal of the Consumer Protec-
tion Act No. 1 of 1979, the Fair Trad-
ing Commission Act No. 1 of 1987,
the Control of Prices Act No. 29 of
1950; and for all matters connected
therewith or incidental ‘thereto.

This proposed bill has been accepted
by the Cabinet of Ministers and it was
referred to the Ministry of Justice be-
fore being introduced in Parliament
in June 2001. It is now referred to a
Select Committee of Parliament.

Functions of the Consumers Pro-
tection Act —

(2) control of eliminate:

I.  restrictive aékeements among
enterprises;

II. arrangements amongst enter-
prises with regard to prices;

M. acquisition or abuse of a domi-
nant position with regard to do-
mestic trade or’economic devel-
opment within the market or in
a substantial part of the market;
or

IV. any restraint of competition ad-
versely affecting domestic or in-
ternational trade or economic
development.

(b) investigate or inquire into mo-
nopolies, mergers and anti-
competitive practices and
abuse of a dominant position;

(c) maintain and promote effec-
tive competition between per-
sons supplying goods and ser-
vices;

(d) promote the interests of con-
sumers, purchasers and other
of goods and services in re-
spect of the price, availability
and quality of such goods and
services and the variety sup-
plied;

(e) carry outinvestigations and in-
quiries in relation to any mat-
ter specified in this Act;

6] promote competitive prices in
markets where competition is
less than effective;

(g) undertake studies, publish re-
ports and provide information
to the public relating to mar-
ket conditions and consumer
affairs;

(h) undertake public sector and
private sector efficiency stud-
ies;

(i) promote consumer education
with regard to good health,
safety and security of consum-
ers;

(j) promote the change of infor-
mation relating to market con-
ditions and consumer affairs
and other institutions; and

(k) do all such other acts as may
be necessary for the effective
discharge of the function of
the Authority.

It is hoped that the establishment of
the Consumers Protection Authority

. will usher a.new era for consumer

protection with proper coordination
of activities and peoples participation.

Peoples participation of course has to
be effectively organised by the Fed-
eration of Consumers Associations
(FOCAs) which has to be strength-
ened at the head office as well as at
the level of affiliates, which have to
be activated with financial, and human

&‘.

resources.
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F.D.C. Wijesinghe

President Federation of Consumer Association of Sri Lanka (FOCAS)

onsumer Rights and Con

‘ sumer Protection in Sri Lanka
- granted that the consumer

has rights - how can they be enforced?
By embodying them in legislation or
by a general understanding in the
community, that all concerned should
concede these rights to the con-
sumer? In my view both legislation
and acceptance by the community of
consumer rights are necessary. Saman
Kelegama and Yohesan Casiechetty in
their excellent paper Law & Society
Trust Occasional Paper Services, Pa-
per No. 2. “Consumer Protection and
Fair Trading in Sri Lanka” (1983) state
in page 3 “the concept of consumer
sovereignty requires that a consumer
should be adequately protected
against both enforced and misleading
marketing techniques and abuse of
market power by monopolies”. Since
the Fa.irTrading Commission and the
Department of Internal Trade are to
be replaced byanew organization the
Consumer Protection Authority, it is
implied that the rights of the con-
sumer would be embodied in the new
Act. However, when this bill was dis-
cussed in Parliament on Monday June
18, 2001, several speakers from the
opposition pointed out that‘ many
amendments had to be made to make
the bill workable. It is not proposed
to discuss these amendments here
since, at the time of writing, it has been
referred to a Standing Committee of
Parliament. The authority to be set up
contains the following provisions to
give the rights of the consumer legal
backing. According to section 9—(i)
The Authority may for the protection
of the consumer, (a) issue general di-
rections to manufacturers or traders
in respect of labelling, price marking,

packeting, sale or manufacture of any
goods and (b) it can issue special direc-
tions to any class of manufacturers or
traders specifying: (c) the times during
which and the place at which such goods
may be sold and (ii) any other condi-
tions as to the manufacturing, import-
ing, marketing, storing and stocking of
any goods

It is evident that if this Act is imple-
mented it will not be possible for con-
sumers to be fleeced by traders. For ex-
ample, according to section 21 (1)
where any goods are being sold or ser-
vices are being provided at an excessive
price and any member of the public or
any association of persons or any orga-
nization requests the Council (set up un-
der the Act) to investigate into the mat-
ter, such association or organization as
the case may be, may require the Direc-
tor General to refer the matter to the
Council for investigation and report.

Again in Section 28, “No trader shall in
the course of a trade or business engage
in any type of conduct that is misleading
or deceptive or is likely to mislead or
deceive the consumer or any other
trader. =
Public Sector Efficiency Studies

The Act has taken something of impor-
tance from the former Monopolies and
Nevgers Commission in the UK relat-
ing to efficiency studies, which are not
being carried out by anyone at present
in Sri Lanka.

According to section 31, “At the request
of the Minister, the Authority shall carry
out a public sector or private sector ef-
ficiency study and submit a report to
the Minister. It will be the duty of the

Minister to place such report before
Parliament. One might ask how this
affects the consumer, but it is the con-
sumer who benefits from public sec-
tor activities eg. Telecommunication,
Electricity, Water and it is the con-
sumer who is the loser if these orga-
nizations fail to deliver the goods. Itis
not proposed to discuss here
whether the Consumer Protection
Authority and the Consumer Protec-
tion Council set up under thisAct have
the right machinery for looking after

consumer interests.

The new legislation repeals the fol-
lowing enactments; (a) the Consumer
Protection Act No. 1 of 1979, (b) the
FairTrading CommissionAct No. 1 of
1987 and (c) the Control of Prices
Act No. 20 of 1950.The question is
whether persons who are genuinely
interested in looking after the inter-
est of the consumers are appointed
to the Boards of the Consumer Pro-
tection Authority and the Consumer
Protection Council. In Britain if you
are interested in serving on a Board
you have to look at the appropriate
columns of the Times to see whether
you are qualified to perform the func- -

- .tions of the Board Member in ques-

tion. But here, the membership of a
Board is often looked upon like a JP-
ship to magnify the size of one’s ego.

Also in Britain boards are functional
boards and not merely policy-mak-
ing boards.

One may set forth the legal frame-
work for the protection of consumer
rights. Butitis also important that the
acceptance by the community of these *
rights is ensured.

8
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Rights of Patients — In the realm of
health it is unfortunate that there is
no organization to look after the rights
of patients as consumers. The Health
Policy Task Force which reported
three years ago wanted the Ministry
of Health to set up machinery to safe-
guard the rights of patients as con-
sumers, but nothing has been done
so far to make this a reality. Since there
is no organization to look after
patient’s interest it is left to newspa-
per editors to look after their inter-
ests, eg. The Daily Mirror editorial of
July 7, 2001 entitled “Cut medicine
and Milk Prices” states, “As a cam-
paign to bring down the cost of medi-
cine gathers momentum, the decision
announced in Geneva last week,
shows that patients especially in poor
third world countries are being plun-
dered by huge multinational drug
companies, and doctors have turned
the vocation of healing into a sick busi-
ness. The new campaign seeking jus-
tice for patients was launched in Sri
Lanka and world wide after a land
mark case in South Africa where an
enlightened government acting in the
spirit of Nelson Mandela fought and

won the right to give a new drug for

HIV/Aids victims at a price which

was astounding - 90% reduction from.

the rates charged by the drug compa-

o
nies.

It Consumer Rights in Britain

Consumer Rights in Britain are pro-.
tected by the Director General of Fair
Trading John Bridgeman, Director
General of Fair Trading in part one of
his report for 1999 entitled “Cham-
pioning the Consumer” said “My job
is to protect consumers and to cham-
pion their interests. This is the funda-
mental intention of Parliament which
under-lies some-20 pieces of legisla-
tion accumulated over nearly 30 years
and setting out my formal duties. He
goes on to say that the task of protect-
ing consumers is greater than many
realise and was put into sharp reliefin
1999 when his office commissioned
pioneering research which for the first
time put a convincing cash figure on
the cost to the U.K. of defective con-
sumer goods and services. Building
on an earlier report “Consumer det-
riment under conditions of imperfect

competition” published in August 1997
which helped to identify the nature of
consumer detriment it found that dam-
age to the economy resulting from de-
fective goods and services is causing
Britian 8.3 billion pounds a year. Itis a

disturbing feature but one which still -

greater under estimates the true extent
of the problem. It relates only to the
detriment in the prices of goods and
services, which are visible to consum-
ers — it is more or less the tip of the
iceberg.

Vuinerable Consumers

In Britain as in Sri Lanka special atten-
tion has to be given to the more vulner-
able groups in our society. The old, the
very young, the infirm and the under
educated. The report “Vulnerable con-
sumers and Financial Services” pub-
lished in February 1999, identifies the
vulnerable as those who had particular
difficulty in obtaining or assimilating in-
formation they needed. And those who
as a result of low income suffered dis-
proportionate loss. In the latter group
are included those who suffer exclu-
sion from the essential services of mod-
ern life.

Old people constitute a vulnerable
group of growing size and significance.
The British government has made clear
that people will have to domore to help

~ themselwves by ma.king provision for their

- needs in the years after retirement. But

the markets for private pensions and for

. long term care are not easy for private

individuals to negotiate.

The Department of Health issued a
white paper “Fit for the future”? The
White Paper consists mainly of the rec-
ommendation made in the Fair Trading
Departments report “Older people in

Consumer Care Homes”. When these.

proposals are implemented it will go a
long way to make life more comfort-
able for old people. In September 1999
in partnership with an organization
called Rencap the Director General of
Fair Trading launched the project to in-
crease accessibility of information on
basic consumer rights for 1.2 million
people with learning difficulties. The
Department of Internal Trade and its
successor the Consumer Protection
Authority in Sri Lanka should launch a
project of this nature.

If you follow the inter-net you will
be surprised to learn that many
fraudulent or misleadjng practices still
obtain. Those holding out bogus
promises of get rich quick invest-
ments have been nabbed by the Fair
Trading Department in the UK.

In Britain and in Sri Lanka there is the
need to formulate modern consumer
legislation. In the UK the Govern-
ment recently has taken steps to
amend part of the Fair Trading Act to
make it easier to protect consumers
from these activities and unfair trans-
actions. Also in Britain wide publicity
is given to steps being taken by the
government to help the consumer. It
is unfortunate that the same cannot

be said about the consumer in Sri
Lanka.

Consumer Affairs Division

In the UK the office of Fair Trading
has set up a Consumer Affairs Divi-
sion which is responsible for the Di-
rector General’s Consumer Policy
and consumer protection duty in-
cluding (a) monitoring consumer
markets and offering advice (b) re-
search, (c) encouraging codes of prac-
tice and promoting consumer infor-
mation, (d) consumer credit policy
(e) other regulatory duties under the
Fair Trading, Consumer Credit and
Estate Agent’s Act. Also the control
of misleading advertising regulations
and general liaison withTrading Stan-
dards Departments. Finally The Di-
rector General’s powers under the
Unfair Terms in Consumer Contract
regulation of 1999 and international
liaison including work on the imple-
mentation of the European commu-
nity legislation and on e-commerce.

The Consumer Affairs Division moni-
tors markets for goods and services
in order to analyse trade and identify
practical problems for investigation.
It is responsible for the office of Fair
Trading’s advice to the government
on consumer policy issues. The Of-
fice of Fair Trading carries out investi-
gations on its own initiative as well as
responding to requests from Minis-
ters.
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Information

In Britain the office of Fair Trading has
put out a number of publications for
consumers. During 1999 the Office
of Fare Trading built up successful
collaboration ventures with charitable
organizations which have an expert
knowledge of problems relating to
vulnerable consumers.

The Office of Fair Trading also looked
at new methods of reaching custom-
ers and put out a new publication a
“Shopper’s Guide” to offices in the
North and East region to which cop-
ies were handed over free. In 1998
the Director of Fair Trading launched
an alliance of consumer education and
trade organizations called National
Consumer Education Partnership

(NCEP)

Research

Research is most important. Re-
search in mortgage redemption fees
was commissioned by the Director
General of Fair Trading from Univer-
sity teachers from the London School
of Economics and Reading Univer-
sity. The Commission commissioned
this study with a view to establishing
the extent of consumer problems
within the UK economy. More than
2,000 persons throughout the UK
were questioned with regard to the
problems they encountered when
buying unsatisfactory goods or ser-
vices. But no research is done in Sri
Lanka by the Department of Internal
Trades. It is hoped that such research
will be done when the new Consumer
Protection Authority is established.

Il Consumer Rights in India

For this section on India I have to
thank Ms Reenat Sandhan First Sec-
retary Indian High Commission in
Colombo. : '

The Department of Consumer Affairs
under the Ministry of Consumer Af-
fairs and Public Distribution is re-
sponsible for the formulation of poli-
cies for Consumer Co-operatives,
Monitoring Prices, availability of es-
sential commodities consumer move-
ments in the country and Control-
ling of statutory bodies like the Bu-
reau of Indian Standards, and Weights
and Measures. The Department deals
with the following which of vital in-

terest to the consumer. (1) Internal
Trade, (2). Inter-state Trade (3) Con-
trol of Futures Trading and Forward
Contracts - (4) The Essential Commodi-
ties Act, 1955 (5) Prevention of Black
Marketing and Maintenance of supply
of essential commodities. (6) Regula-
tion of Packaged Commodities and
Training in Legal Metrology. (7) Stan-
dards of weights and measures (8) Con-
sumer Co-operatives (9) All matters
pertaining to the Consumer Protection
Act - 1986 (No. 68 of 1986)

About the Programme

The Government has accorded a very
high priority to the consumer protec-
tion programme. The Department of
Consumer Affairs and Public Distribu-
tion in the Central Government has been
designated as the nodal department to
deal with the subject of consumer pro-
tection. Since 1986 the Department has
taken a number of measures to promote
a strong and broad based consumer
movement in the country. Some of such
measures include (a) the enactment and
enforcement of the Consumer Protec-
tion Act of 1986, (b) the amendment of
legislation such as the prevention of
food adulteration Act of 1954 (c) to
enable consumers to file complaints in
the Courts, (d) institution of National
Awards for consumer’s organisations
youth and women (e) grant of financial
assistance to consumer dtrganizations, (f)
preparation of audio visual material (g)
publishing a quarterly magazine
Upbhokta Jagaran  (h) Publishing of
printed material and its free distribution.

The various measures taken by the gov-
ernment have aroused a lot of expecta-
tions among consumers. In the last few
years a major thrust has been given to
the consumer protection programme
and a number of additional steps have
been taken to protect the interests of
consumers. The Enactment of the Con-
sumer Protection Act 1986 was one of
the most important steps taken. The
present position of the implementation
of this Act is as follows: (i) all the pro-
visions of the Act came into force with
effect from 1.7.1987, (ii) the state level
consumer protection councils are func-
tioning in all states. The Central Gov-
ernment constituted the first Central
Consumer Protection Council on
1.6.1987. This Council since then has

been re-constituted with effect from
Digitized by Noolaham Foundation.

6.3.1997 for a period of three years.
So far 19 meetings of the Council have
been held. The main object of the
Council is to protect and promote the
rights of consumers such as the right
to safety, the right to information, the
right to choose, the right to be heard,
and the right see and the right to con-
sumer education. (iii) The National
Commission started functioning with
effect from 27.12.1988. The present
President is the Hon. Justice Sri $ C
Sen (iv) Initially the progress in the
establishment of state commissions
and District Forums was slow. How-
ever after the constant persuation of
the Central Government and a writ
petition filed by a consumer organi-
zation “Common Cause” in the Su-
preme Court the position has im-
proved, 31 state commissions and
541 district forums are functjoning
in the country now. In addition a State
Commission and two District Forums
are functioning under the Jammu and
Kashmir Consumer Protection Act
(v) Earlier State Governments re-
quested the Ministry to provide finan-
cial assistance to strengthen the Con-
sumer Courts and the Ministry took
up the matter with the Planning
Commission. The Planning Commis-
sion has agreed to provide one time
assistance to the State Government
over and above their annual Plan Bud-
get. The State Government has been
asked to submit their proposals to the
Planning Commission.

National Convention on Consumer Protec-
tion

The National Convention on Con-
sumer Protection was organised in
1993 and it was inaugurated by the
Minister for Civil Supplies, Con--
sumer Affairs and Public Distribution.
Four topics -‘were discussed at the
Convention, (i) Taking the consumer
movement to the rural areas, (ii) the
need for training and education and
creation of awareness among the con-
sumers (iii) structural / organizational
changes required in the consumer re-
dressal machinery to make it more
effective (iv) Liberalisation and con-
sumer protection

To discuss the problems of the three
tiered machinery set up under the

Consumer Protection Act 1986, the
National Consumer’s Disputes
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Redressal Commission, with the help
of the Ministry, organised a all India
Conference of the Presidents mem-

bers of the State Commissions on
24.1.1984.

Meeting of the Central Con-
sumer Protection Council. The
xvth meeting of the Central Con-

sumer Protection Council was held
in fanuary 1994. At this meeting reso-
lutions were passed to set up work-
ing groups (i) introducing the con-
cept of Citizen charter in India (ii) To
consider a code of conduct for con-
sumer organizations and (iii) to
implement the report the working
group on the perspective plan. Two
matters, which are now being given
priority by the government, are the
Consumer Courts and State Con-
sumer Protection Councils.

Grievances

To ensure prompt attention to con-
sumer grievances the Ministry has
designated an officer of the rank of
Deputy Secretary as Director of Con-
sumer Grievances; similar action has
been taken by a number of states.

Survey in the field of consumer pro-
tection - The Ministry has conducted
its survey in consultation with the As- %
sociation of the Consumer Protection
Associations, New Delhi to assess the
impact of the consumer protection 3
programme and the functioning of
district forums in Five States. Pre
budget discussions are held by the".
Ministry. The Finance Minister holds
the pre-budget discussion with the
representatives of Consumer Orga-
nization every year. This is an ex-
tremely important measure and
should be followed by the Minister
of Finance before he presents his bud-
get in Sri Lanka.

IV Consumer Rights in Australia

Consumer rights in Australia are em-
bodied in the Trade Practices Act
1993 and the various Reports of the
Australian Competition and Con-
sumer Commission. Much credit
must be given to Professor Alan Fels
who has been Chairman of the ACCC

for over a decade.

A consumer who can be either an in-
dividual or a business, is someone

who acquires:

(a) goods or services of a type normally
bought for personal or household
use, whatever they cost; or

any other type of goods or services
costing § 40,000 or less, or

a commercial road vehicle or trailer
of any cost that is used mainly to
transport goods on public roads,
provided that the goods are not ac-
quired solely for re-selling, for us-
ing up or transforming to produce
other goods commercially, or in re-
pairing or treating other goods.

®)
()

The Australian Government recognizes
that the protection of Consumers
andCompetition Policy go hand in hand.

Product Safety

One aspect of consumer rights to which
the ACCC has given priority is product
safety. In a recent address the Chairman
Professor Allan Fels explores the
Commission’s role in enforcing the
product safety provisions of the Trade
Practices Act. He points out that in Aus-
tralia an estimated 650,000 injuries oc-
cur annually that are associated with
design problems or malfunctions in
consumer products. Many are avoidable
and making safer products is one pre-
vention strategy. Too often companies
become active in product safety when
their customers are injured. With com-
petition.increasing, companies will be
required to be more consumer con-
scious if they are to survive commer-

cially.

The consumer has a right to obtaining
safe products from manufacturers and
traders. g

Manufacturers can assist retailers by
presenting their goods in a way that
clearly conveys their intended and safe

use. It is important that the-retailer not

be in a position to ‘talk up’ the capabili-
ties of a product by telling the customer
that it can perform in ways that the manu-
facturers never intended.

Before 1995 product safety enforce-
ment was undertaken by the Federal
Bureau of Consumer Affairs. Since gain-
ing the function in 1995 the
Commission’s actions and reputation as
an active enforcement agency has led to
significant increases in awareness and

compliance with the Trade Practices
Act.

National Competition Policy and Consumer
Rights

In 1991 the Council of Australian
Governments (COAG) established an
independent Committee of Inquiry to
consider and advise COAG on the
need for anational competition policy.
The Committee was chaired by Pro-
fessor Fred Hilmer.

Following on the Hilmer Report a
National Competition Council was
set up in April 1997. The NCC is the
COAG advisory body on the imple-
mentation of National Competition
Policy. In conjunction with private
rights of action, enforcing Australia’s
competition laws (and hence con-
sumer rights) is one of the principal
functions of the Commission. The
Commission has also a relevant adju-
dicative function. Recognizing that in
some instances anti—competitjve prac-
tices do deliver off—setting public
benefits which can outweigh the anti-
competitive detriments, Australian
legislation also empowers the Com-
mission to authorise some forms of
anti-competitive conduct for the mis-
use of market power.

Regulation and Consumer Rights
Consumer Rights should be provided
at the least cost. This is done very effi-
ciently by the Australian Competition
and Consumer Commission. The
Commission regulates Electricity
Pricing, Telecommunications, Pipe-
lines, Airport Investment and Profes-
sional Markets.

In Sri Lanka we have a separate body
for each of these public utilities. For
example we have the Telecommuni-
cations Regulatory Commission at
Elvitigala Mawatha. The Commission
has impressive buildings, fairly sub-
stantive staff and all the appurtences
of such a new body. When you read
the ACCC Journal you see how effi-
ciently all these regulatory duties are
combined in the ACCC. Unfortu-
nately the consumer is the loser with
the detailed apparatus of regulation
in Sri Lanka.

(o
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FEATURE

imports, exports and competitiveness; do

mestic prices and wages; domestic interest
rates and investment; capital inflows and out-
flows; production specialization and resources
allocation; and more seriously it can lead to cri-
ses and breakdown of economic and social struc-
ture. In the recent past countries have shown a
tendency either to choose a hard peg or freely
float the cumrency. Following thetrend, SriLanka
had to float the exchange rate in November,
1977, with interventions in guiding the rate. In
January 2001, the intervention through quoting
buying and selling rates was abandoned allow-
ing greater freedom in the determination of the
exchange rate through market forces. This pa-
per explains basic facts about exchange rates,
exchangerate regimes and the need for regime
switches.

I mpact of exchange rateis manifold. It affects

Exchange Rates and Exchange Regimes
1.1 Defining Exchange Rates

Exchange rate is a price. Itis the price of one
currency interms of currency of another country
or agroup of countries. The price can be defined
in nominal or real terms. The nominal exchange
rate is the price of a unit of currency in one
country in terms of currency of another country.
Our nominal exchange rate is commonly stated
as our currency per unit of foreign currency. eg.
Rs. 93 per US Dollar.

Exchange rates in all countries move relative to
other currencies. All exchange rates continu-
ously move subject to market pressure. Even
if countries have pegged and fixed rates, those
currencies are pegged tofloating cumencies. Thus,
they float with respect to other currencies.

The real exchange rate is the price of a good
produced in one country in terms of the value of
goods produced in a foreign country. -

Real exchange rate = EP*/P

eg 1.

Sri Lanka's price index = P = Rs 105 (say)

Foreign country price index = P*=USD110 (say)

Nominal Exchange Rate = E =79 Rs/USD

Price of domestic goods in terms of Dollars =P/E = 105/79

Price offoreign goods in terms of domestic goods = 110/ (105/79)
=EPP

eg2.

Price of US Mango=$10=P*

. Price of Sri Lankan Mango=$ 2 =PIE

Price of a US Mango in terms of Sri Lankan Mangos = 5 = EP*/P

Recent Exchange Rate
Movements in Sri Lanka |

Dr. H.N. Thenuwara *
Nominal Effective Exchange Rate (NEER)

NEER is computed as a weighted average of sev-
eral important nominal exchange rates. Weights
are based on the relative importance of countries to
SriLanka. Usually they are based on the bilateral
trade volumes. The index is usually computed to
reflect foreign currency value of the rupee. Itis
published inthe Central Bank Annual Report. The
following formula shows the computation of the in-
dex.

NEER=] [ E/"

i
Where Eiis the rupees per unit of foreign currency.
Thus, lower NEER as given in Figure 1 shows Sri
Lankan rupee depreciation.

Real Effective Exchange Rate (REER)

REER s computed as a weighted average of im-
portant real exchange rates as shown in the follow-
ing formula:

P

REER = ————
[ &)

~ i

Where Pisthe price index in the foreign
country, andPis SriLanka's price level.
REER is shown in Figure 2.

1.2 International Financial System
and Evolution of Exchange Rate
Regimes

An exchange rate regime is an arange-
ment used by a group of countries to
settle payments among themselves and
todetermine their exchange rates. More
common regimes are dollarization, fixed
exchange rate regime, managed floating regime,

pegged regime, crawling or adjustable regime, and - .

freefloating regime.

Before World War I, the world operated under a
gold standard in which the currencies of most
countries were convertible directly into gold. For
example, a US Dollar was equivalent to approxi-
mately 1/20 ounce of gold, the UK Sterling was %
ounce of gold. Central Banks had to guarantee to
buy or sell gold in unrestricted amounts at a fixed
price. Adherenceto this gold standard meant that a
country had no control over its monetary policy.
With the coming of the World War I, which led to
massive trade disruptions, countries could no longer

Figure 1 - Normal Effective Exchange Rate

* The author is a Deputy Director attached to the Economic Research Department of the Central Bank of Sri Lanka. Views
expressed in this paper are his own and does not necessarily represent those of the Central Bank.

convert their currencies to gold, and the gold
standard collapsed. As the world economic
crisis developed in the 1930s, governments
began to infroduce exchange controls to ensure
that there were sufficient reserves available to
pay for essential commodities. After the World
War I, victorious Allies met in Bretton Woods,
New Hampshire, USA to develop a new inter-
national monetary system to promote world trade
and prosperity. They introduced Gold Exchange
Standard, created the International Monetary
Fund and the World Bank. The objectives of the
new monetary system were: to establish an
international monetary system with stable ex-
change rates; to eliminate exchange controls;
and to achieve convertibility for all currencies.

In the fixed system US Dollar was used as the
reserve currency fixed at $35 per ounce of gold.
Central Banks had tointervene in this system to
maintain the fixed exchange rate. Central Banks
devalued or revalued their currency depending
on ‘fundamental disequilibria’ such as persistent
balance of payment deficits or surpluses.

The Bretton Woods system was effective for
about 25 years, although there were occasional
crises and problems. Throughout most of the

Figure 2 - Real Effective Exchange Rate

1950s the intemational currency scene was rea-
sonably calm and progress was made towards
the objectives of the Bretton Waods system. In
December 1958, the European Monetary Agree-
ment came into force and convertibility (to a
greater or lesser extent) was introduced for west-
ern European currencies.
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At the end of 1958, however, the USA's huge
balance of payments deficits started a run on
gold, and the price rose above $35 per ounce for
the first time since 1951, The central banks had
to stepin to resolve the crisis by establishing a
gold pool and stabilizing the price by market
intervention. The 1960s saw gathering difficul-
ties, caused iargely by the difference in growth
rates between individual countries. Throughout
the remainder of the 1960s there were further
stresses. The May 1968 riots in Paris caused
such aloss of confidence in the French Franc
that the Banque de France used up so much of
its currency reserves in supporting it that it even-
tually had to devalue it by 11 per centin August
1969, The Deutsche Mark, on the other hand,
was suffering pressure in the other direction. A
huge inflow of capital into the Mark forced the
Bundesbank in September 1969 to cease its
intervention in the market and let the currency
float for a short time. A month later, the Mark
was revalued by 9.3 per cent.

The early 1970s saw aloss of confidence in the
Dollar, due chiefly to the massive US balance of
payments deficits. During the 1960s these defi-
cits had been responsible for reducing the US's
gold reserves from $18 billion in 1960 to $11
billion in 1970. By 1970, also, foreign official
short term claims on the USA were more than
doubleits gold reserve. As aresult, the Dollar's
convertibility into gold was increasingly brought
into question. With confidence in the Dollar under
attack, a decline in US interest rates from 1970
setoff a Dollar crisis at the beginning of 1971.

A massive capital outflow from the US took
place, seeking higher interest rates in Europe.
This forced the major European central banks
initially to intervene in the markets and then ei-
ther to revalue (in the case of Switzerland and
Austria) or, like Germany and Holland, to float.
The Dollar crisis continued, however, and by
August 1971 the US finally abandoned Dollar-
gold convertibility. The Smithsonian Agreement
of December 1971 attempted to establish a re-
alignment of the major currencies and a retumn to
fixed parities. In February 1973 the US deval-
ued again and raised the gold price to $42.22.
This failed to stop the outflow of capital, how-
ever, and in March 1973 Japan and the Euro-
pean hard-currency countries announced that
they would nolonger intervene in the market.
This action marked the demise of the Bretton
Woods system. Since then countries have re-
sorted to various regimes.

Why do Exchange Rates Move?
Determination of Exchange Rates

Researchers have observed that the exchange
rate follows economicfundamentals in the long-
run such as export growth, BOP surplus or
deficit, output growth, relative inflation and inter-
estrates.

21  Long-run Rate — Purchasing Power
Parity Argument

Exchange rate fluctuates to equate prices of goods
across borders.
EP*=P

Balance of Payment Argument

Demand for Rupees (Supply of Foreign
Exchange)
=f(Exports, Capital Inflow)
=f(Foreign Income, Price Differential, Interest
Rate Differential)

Supply of Rupees (Demand for Foreign
Exchange)
= f(Imports, Capital Cutfiow)
=f(Domestic Income, Price Differential, Interest
Rate Differential)

In this framework exchange rate fluctuations follow
economic fundamentals. Some llustrations
are as follows:

1. 'Increase in domesticincome may lead

Interest Rate Parity

The parity argument asserts that exchange rales
fluctuates to equalize refums to investment. The
refum depends on the difference between foreign
and domestic interest rates and the expected
exchange rate depreciation. Thus, when the
market expects a greater depreciation the do-
mestic interest rate tends torise.

R =R*+ Exp(Depreciation)

Determination of short term rates also depends
on the market perception by each individual for-
eign exchange dealer. Dealers acquire their
skills through experience. However, even a
skillful dealer could be swayed by adverse ex-
pectations and herd behavior leading to wide
fluctuations of the exchange rate.

Empirical research shows that short run ex-
change rate movements follow arandom walk.

Figure 3a- Long-run Exchange Rate

to increased imports causing the ex-
change rate to depreciation.

2. Increase in foreign income may in-
crease the demand for domestic goods
causing the exchange rate to appreci-
ate.

co38853843

3. Increase in domestic price may divert

domestic consumers to purchase for-
eign goods leading to a depreciation
of domestic currency.

4. Increasein interest rate may attract

- foreign funds to a country leading to

an appreciation of the domestic cur-
rency.

Short-run Determination of the
Exchange Rate

Inthe short-run exchange rate is deter-
mined by activities in the foreign exchange market.
The banks are the natural intermediary between
foreign exchange supply and demand. The main
task of a bank's foreign.exchange department is to
enable its commercialor financial customers to
convert assets held in one currency to assets held
inanother currency. The conversion take place as
a'‘spot transaction or a ‘forward' transaction. Bank-
ing activities in the foreign exchange field tend in-
evitably to establish a uniform price range for a
particular currency throughout the financial centers
of the world. If at a given moment the market rate
inone center deviates too far from the average, the
balance will be restored by arbitrage.In Sri Lanka
foreign currencies are traded with prices quoted in
terms of rupees. There s nointemational market for
rupees as it is not a convertible currency. Daily
rates are determined by the activity levels in for-
eign exchange markets, and are subject to forma-
tion of market positions.

This implies that the difference between today's
and tomorrow's rates is not predictable.

Exchange Rate Management and Choice
of Regimes

In a dollarized economy national currency is
abandoned in favor of dollars (or any other cur-
rency) as Ecuador and El Salvador did recently.
Inacurrency board system national currency is
linked to a foreign currency. In the fixed ex-
changerate regime (conventional peg or pegged
with a horizontal band) a Central Bank main-
tains afixed value for its currency with respect
to one major currency or a basket of currencies.
Whenever the national currency shows a ten-
dency to move away from the fixed value,
Central Bank intervenes by buying or selling
national currency to mop-up the excess demand
or supply. In a crawling peg, the currency is
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Figure 4- Exchange Regime Switches

Source: International Monetary Fund

adjusted periodically in small amounts at afixed,
pre-announced rate. In a crawling band the cur-
rency is maintained within certain fluctuation mar-
gins around a central rate. In a managed floating
regime the central bank intervenes inthe market
by buying or selling domestic currency using
foreign cumrency without any pre-specified path.
Freely floating regime is where the exchange
rate is determined by market forces. Central
Bank does not intervene in the process. There-
fore, the Central Bank has the control over the
domestic money supply, and it could be used to
curb domestic inflation.

Exchange Rate and the Monetary Policy

From the inception, two of the major objectives
of the Central Bank have been the preservation
of domestic value of rupee and the extemal value
of rupee. Over time the Central Bank has di-
rected the monetary policy to achieve the two
objectives. This was done by allowing only the
permissible growth in money supply, and inter-
vening in the short term interest rate determina-
tion to contain excessive cost of borrowing.

The money supply in the country is dictated by
the pressure on the exchange rate. Hence, As
Robert Mundell has asserted, a central bank
with fixed exchange rate cannot use its mon-
etary policy for stabilizing domestic inflation.
Those countries with rigid fixed exchange rates
such as Hong Kong, Argentina, Estonia and
Lithuania do not have central banks, instead they
operate with currency boards. As Robert
Mundell has explained monetary policy is to-
tally ineffective when exchange rate is fixed. It
is effective when the exchange rate is fully flex-
ible. -

In view of new theoretical and empirical find-
ings, many central banks have increasingly fo-
cused their attention on the sole objective:of price
stability, while letting exchange rates be deter-
mined by market forces. However, there still
exist interventions to eliminate extreme fluctua-
tions, Central Banks use exchange rate as an
intermediate target to guide monetary policy. Their
main instrument is the short term interest rate.
The interest rate affects exchange rate in the
short run through interest rate parity condition.

Exchange Rate and Competitiveness
Itis generally agreed that misaligned exchange

rate, especially when it is overvalued could af-
fecta country's competitiveness. However, ex-

change rate alone cannot enhance a

coveries show country competitiveness
is a function of many microeconomic con-
cepts of a firm.

Adverse Expectations and Financial
Crises

An overvalued currency is the key to a
crisis. It is now well accepted that mis-
aligned fundamentals will decide IF a cri-
sis will occur, and adverse expectations will de-
cide WHEN it will occur. If a central bank main-
tains a higher value forits currency market players
will form adverse expectations and stage arun on
the central bank; similar to arun ona commercial
bank by depositors. Recent episodes
in East Asia, Russia, and Brazil

country's competitiveness. As recent dis-

Banks could borrow up to 15% of their capital
Corporate sector can borrow - case by case

Repatriation is allowed for foreigners but,
controlled for locals.

Evolution of Exchange Rate Regime

Afterthe Independence Sri Lanka continued with
afixed exchange rate system until 1968. (See
Economic Progress of Independent Sri Lanka,
Central Bank, 1998). In 1968 adual exchange
rate systemwas introduced in the aftermath of
rupee devaluation of 1967. The unsatisfactory
export performance led to the devaluationin 1967.
The dual exchange system known as the For-
eign Exchange Entitlement Certificate Scheme

Figure 5- Exchange Rate Movements in SriLanka, 1960-38

clearly show adverse impact of over

valued currency. If a central bank
does not regularly revise the value of e
its currency market players will form 3.00 |
adverse expectations and stage:a run 08
on the central bank, leading to a cur- oo
rency crisis. -1.00
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Polarization

1960Q2

TN NN o ek il - e,
0093538383
Aol s — R, - S SR T R e Y S
\D\D'\l\(\wwwmo\a\
Q\O\C’\O\Q\Q\O\O\O\QQ\
2121208 2 Q& & A R

Increasingly central banks have
moved away from managed or crawl-
ing regimes to either hard pegged or freely floating
regimes. Figure 4 shows the world experience.

Exchange Rate Movements and Regime
Changes in Sri Lanka

Evolution of Exchange Controls in Sri Lanka
Balance of Payment situation

determined the exchange con”
trols in the early years since

was introduced in 1968 and operated with one
exchange rate applicable to essential imports
and non-traditional exports (low rate) and a higher
rate applicable to exports and ‘non-essential im-
ports. In November 1977 the dual exchange
system was abolished, and Sri Lanka adapted
afloating system. The Dollar was depreciated
from Rs. 8.83 to Rs. 15.56. Changes in ex-

Figure 6 - Recent Exchange Rate Movements

World War I1. Controls were 9.0
intensified in late ‘50s due to

BOP diffculties. Withthe oil |
price shock of ‘70s the con- 85.0
trols were further tightened. i

Restrictions were relaxed with
the liberalization of the 750
economy in 1977. Sri Lanka
accepted Article Vil of the
IMF and fully liberalized the

70.0

'00
May «May June July Aug Sep5 Sep Oct Nov. 13 10 12

current account, i.€. no ex- 2 W29 0nB

Dec. Jan. Feb.

18 10 28 +25,20

change restrictions are appli- !
cable to trade and travel. Sri i

Com bank Spot - CBSL Buying —— CBSL smmﬂ

Lanka has relaxed the follow-
ing set of the capital account transactions.

Investment

Incoming investment is free (Outgoing invest-
ment is under control)

Certain BO! projects are exempted from the
above controls

Portfolio investment via SIERA (Share invest-
ment externalrupee accounts)

Investment abroad approvals case by case
Borrowing and Lending

change rates before and after the collapse of
Bretten Woods

Sri Lanka Rupee Rate

Central Bank began quoting fixed daily rates for
six major currencies. In 1982 the quotation was
limited only to the US Dollar. The Dollar was
Rs. 21.03, with intervention band of Rs. 21.02 &
21.04 (roughly .07 %). In March 1987 the band
was widened to 0.1% , the buying and selling -
rates were Rs. 28.4 & 28.77. In March 1992 the
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Figure 7 - Exports of Malaysia & Sri Lanka

margin was widened to 1%, intervention rates
were 42.98 & 43.42. In March 1995 the band
widened to 2%, intervention rates were Rs.
49.41 & 50.41. In June 2000 Central Bank be-
gins intervention on a horizontal band. (Figure 5)

On January 23rd, 2001 Central Bank stopped
announcing the buying and selling rates. Tempo-
rary prudential requirements were imposed to
manage drastic fiuctuations of the rupee. (Figure
6)

Behavior of Exchange Rate and Central
Bank Intervention

Central Bank monitors exchange rate move-
ments in relation to an array of factors stich as—

* developments in the exchange rates of major
trading partners;
® expected developments in intemational

account, and increasing domestic prices.
11| Current Account Balance of Sri Lanka

Central Bank was able to contain undesirable short
| term fluctuations through intervention both at low
and high values. The exchange rate was given
sufficient freedom to move and be onits own course
by allowing gradual upward or downward move-
Y ments. Thelong-run movements are monitored by

observing the behavior of real exchange rate.

Matching Experience with East Asia

Malaysian experience

Malaysian ringgit rate was stable unlike the Sri
Lanka's exchangerate. This isillustrated by high
export volume and positive trade balance in Ma-
laysia. For example, in 1997 Malaysian exports
was US $ 90 bn compared to Sri Lanka's exports
of US $5.5 bn.

Thailand experience

Thailand experienced an exchange rate crisis as
the exchanged rate was fixed irrespective of wors-
ening fundamentals. Figures 7 and 8 illustrate the
experience.

Figure 8 - Balance of Trade in Malaysia & Thailand

curency markets;

® developments in domestic foreign ex-
change and money markets;

* projected developments in the balance
of payments;

® developments in the Real Effective Ex-
change Rate; and

¢ tendency toform adverse expectations

Central Bank has also imposed several
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prudential measures toavoid adversefluc-
tuations of the exchange rate. Limits were placed
on daily working balances maintained by com-
mercial banks in foreign exchange, on the basis
of past export-import transactions. Thiswas to
prevent banks building up foreign exchange for
excessive trading. Banks were instructed to
ensure settlement of export proceeds within 90
days. Penalty interest rates were to be charged
when overdue. Forward sales and purchase of
foreign exchange were to be backed by a rupee
deposit of 50 per cent, to discourage excessive
forward contracting. Banks were advised not to
permit early or prepayment of import bills, in
anticipation of a depreciation. Banks were also
instructed to limit their forward market operations
only to frade based fransactions.

Matching Experience with Fundamentals

During the fixed exchange regime, Sri Lankan
rupee was fixed at 4.76 rupees per dollar. The
currency was devalued in the late sixties in
view of large BOP deficits and falling external
assets. After 1973 the rate continued to slide
downward responding to the deficit in the current

South Asian Experience

South Asia s typically a region with low
export growth, low productivity, closed
economy concepts in macroeconomic
management. Hence, exchange rates in
South Asia have had a depreciating trend
as shown in Figure 9.

Recent Exchange Rafé
Developments and Impact

SriLanka's exchange rate was subjectto
increased pressure due to the foilowing
major factors:

Adverse international oil price shock
Escalating defence expenditure

Worsening frade deficit and balance of payment
deficit

Worsening external reserves

Adverse expectations

Central Bank attempted to contain the pressure by
increasing interest rates and by granting greater

| YPTE

2L IRT=¥=- X 1
e-by-Neelaham-Foundation:

freedom to the determination of the exchange
rate.

Why Float?
Large and Complex Forex Markets

Each day more than $1.2 rillion worth of ex-
change (75 times of our annual income) changes
hands around the globe. This is an amount far
exceeds the daily value of world trade. Thus,
even a small change in exchange rates can
have immediate and profound effects on eco-
nomic events, ranging from our level of con-
sumption to profits of firms. Large changes can
shake governments as we have evidenced in
East Asia. Today's exchange rate regimes are
profoundly different from the regimes existed few
decades ago. In the current system exchange
rates among the major currencies fluctuate in
response to market forces. International private
capital flows finance current accountimbalances
today unlike the financing of imbalances through
official means few decades ago: Lower transac-
tion costs arising from developments in telecom-
munications and information technology has
fueled up the process of integration in financial
markets and the world economy imposing seri-
ous challenges to the management of exchange
rate in small economies. In addition to the influ-
ence by developments in external economy ex-
change rate movements are affected by ad-
verse expectations of people. As evidenced
from the ‘tequila’ crisis of Mexico in 1994
and repeated in East Asia, Brazil and Rus-
siain 1997, afixed exchange regime is not
sustainable by a central bank.

The independent monetary policy contradicts
with fixed or managed regimes. (Mundell
1962). If a central bank maintains a man-
aged regime it should stand ready to support
its currency. Thus, the system is not sub-
stantially different from afixed regime. This
leads to confusion over the final policy target; if it

Figure 9 - Exchange Rates in South Asia

should be external value of the currency (ex-
change rate) or the domestic value of the cur-
rency (domestic price level). Such asystem|is
sustainable if financial markets are relatively small
and rather unsophisticated. In today’s world,
financial system is very complex and new
financial instruments and new developments

Contd. on page 18
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common to most countries and

this has now become a rapidly
growing industry. In terms of conven-
ience and cost, most consumers pre-
fer street-vended foods. However,
street-foods are also recognized as
potential hazard to health.

Street - vended foods are very

FAO/WHO Expert Committee in
1983, considering the possibility of
chemical and microbiological con-
tamination under street conditions
concluded that efforts must be made
(a) to educate the personnel involved,;

(b) to improve the environmental
conditions in which the trade is prac-
ticed and (c) to provide the essential
services to assist street-food vendors
in assuring the safety of the food. In
1986, it was recommended that - in
addition to these efforts — simple
techniques for regulation of street
foods be implemented.

“Street-foods” have been defined as
“ready-to-eat foods and beverages
prepared and/or sold by vendors es-

S. Nagiah

Chief Food & Drugs Inspector

pecially in streets and other public
places”.

Many of the hygienic requirements of
the street foods are the same as those
for indoor foods. Street-food vendors
should be cat-
egorized ac-
cording to the
type of food
they sell and
their mobility, [
for determining
the type of re-
quirements to
be applied.
Street-foods
can be broadly grouped as: meals,
snacks and beverages. Many street ven-
dors are stationary and may have stalls,
tables and chairs. Ambulant vendors may
use pushcarts, bicycles or other ve-
hicles for carrying their wares. Some
carry them by hand, heads or on shoul-
der poles Some use ammals to trans-

port food.

Street foods include a large variety of
items with different degrees of poten-
tial for causing diseases. eg: parched
grains, dry bakery products, sufficiently
sugared, salted or acidulated foods and
many fermented items have a much
lower disease producing potential than
certain foods which readily support
bacterial growth. Foods thoroughly

cooked or fried and consumed on the

spot are safer than pre-cooked foods.
Such as rice, especially when they are

held at ambient temperature (15 to
40° C) for more than 4 to 5 hours.

Highly coloured foods and beverages
more likely to have un-permitted ad-

ditives. Consideration of varying po-
tentials of different food items to
cause disease can be used in classify-
ing local street foods for application
of appropriate control measures.

RAW MATERIALS & INGREDIENTS

a) Raw materials and ingredients
should be obtained from known
and reliable sources.

b) It should be.assured that materi-
als remain wholesome durin
transport, storage and handling
through processing, cooking and
sale.

PLACE OF PREPARATION & SALE

a) Food should be prepared in a
clean and well-lighted place pro-
tected from strong sun, dust, rain

and wind. It should be away from -

16

Digitized-by Noolaham Foundation.
noolaham.org | aavanaham.org

Economic Review: January / February 2002

L3



»

et

b)

g

h)

sources of contamination — solid
and liquid wastes, animals in-

cluding pets and pests.

Equipment should be such that
they can be cleaned easily made
or covered with impervious ma-
terials. Preparation should not be
carried out on or near the

ground.

Utensils, pots, pans and other
containers should be clean and
good condition which does not
release toxic or hazardous mate-
rials (copper, lead, cadmium
etc.) into food and beverages es-
pecially when they are acidic.
They should not be used for any
other purposes. .

All surfaces of cutting boards

should be in good condition and

free from pits and cracks for easy
cleaning. If raw meat or poultry
is handled separate cutting boards
should be used.

Premises used for preparation
and processing should not be

.used for habitation or storage of

materials unconnected to food.

Sale points, stationary or ambu-
lant, should be located in a place
where risk of contamination
from rubbish, sewerage and other
noxious or toxic substances is
absent or minimal.

Vending units should be de-
signed and constructed so that
they are easily cleaned and main-
tained.

The time required to transport
food between the preparation
and vending units should be such

that bacterial proliferation does not
reach hazardous levels.

WATER

One of the most critical problems
in street-food vending is the sup-
ply of water of acceptable quality
and in sufficient quantities for
drinking, washing, for cleaning and

other operations.

As far as possible, the production
and sales units should have their
own supply of potable water.

Water used for drinking and prepa-
ration of beverages should be po-
table. Special care should be taken
to assure that such water is main-
tained in a sanitary state.

Water used for washing utensils,
food and hands should be safe and

should not be re-used.

WASTE DISPOSAL

All waste should be handled and dis-
posed of in such a manner as to avoid
contamination of food, water and the
environment. Access to food waste by
pests (insects and rodents) as well as by

LY

animals (dogs and cats) should be
avoided. The following type of waste, if
possible, should be disposed of sepa-
rately:

b)

Liquid waste (except oil and fat)
should be emptied into the near-
est sewer or drain. Some form of
trap should be used to ensure
that only liquid waste is dis-
charged into the sewer or drain.

Remains of food may be sepa-
rated and kept for feeding ani-
mals. Utensils on which food has
been served to customers should
not be licked by animals.

Other solid waste should be kept
in covered containers to be re-
moved at least once daily.

FOOD HANDLERS

i

All street-food handlers should
be licensed.

Food handlers should be edu-
cated, encouraged or supervised
to stop their business promptly,
itat any time they suffer from di-
arrhoea or vomiting or have boils,
sores or ulcers on exposed parts
of the skin. Resumption of busi-
ness after recovery may be sub-
ject to authorization by the ap-
propriate food control autherity.

Food handlers should wear clean
and proper clothing according to

prevailing local standards. Where
possible, should be encouraged
to wear clean over-all aprons —
light in colour.

Food handlers should wash their
hands with soap and water after
handling raw foods, before han-
dling cooked foods, after using
the toilet, after handling unsani-
tary objects such as garbage con-
tainers and after contact with
toxic substances such as pesti-
cides and disinfectants.
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5. In the preparation and sale of
food, food handlers should re-
frain from unhygienic and un-
sightly practices such as — chew-
ing or smoking tobacco, chew-
ing betel nut or chewing gum;
touching mouth, tongue, nose,
eyes etc and spitting, sneezing and
coughing on or near food.

PREPARATION AND PROCESSING

B  Some vendors carry out the final
preparation with cooking (frying,
grilling, baking etc.) in open
stalls in front of their customers.
This exposure tends to inspire
confidence, and in many cases,
improves the taste and enjoy-
ment of food. However, this does
not obviate the necessity of ob-
serving the basic rules of food

safety.

8 An important principle in pre-
paring and processing food is to
avoid direct and indirect contact
between raw and cooked or pre-

pared food, which will be con-
sumed without adequate re-heat-
ing. Indirect contact may be caused
by unwashed cutting board, knife
or hands.

B Grains (rice, pulses, beans etc.) and
vegetables and fruits should be
soaked and washed sufficiently with
safe running water to remove con-
tamination adhering to their sur-
faces.

B Meat, poultry, fish and similar foods
should also be washed, but should
not come into contact with other
food, which s to be consumed raw.

B Iffrozen foods are used they should
“be thawed before processing.

B If food is processed by heat treat-
ment (frying, grilling, baking etc.)
it should be thoroughly cooked —
that is, the temperature of all parts
of the food reaches at least 70 ° C.

®  Utensils used for cooking should
not be used for other purposes.

TRANSPORTATION AND STORAGE OF
PREPARED FOOD

B Ready- to- eat food and bever-
ages should be transported to the
sales point in clean, well-pro-
tected and covered containers.

B If foods, which easily engender
bacterial growth at ambient tem-
peratures, are to be transported
over long distances, the container
should be maintained at a tem-
perature below 10°°C. Chemi-
cal preservatives should not be
used.

® Vehicle used for transport
should be clean and should not
carry animals, toxic substances or
contaminating materials.

B If cold storage is used, bulk food

should not be hot when put into
the refrigerator.

A

Contd. from page 15

information technology allow market players to
be very sophisticated. Thus, they can make
use of any managed system to gain arbitrage
profits. When the central bank announces an
intervention band it also gives signals to the market
on the future exchange rate path assumed by the
Central Bank. Since central bank also takes
into account market signals, a vicious cycle of
ever depreciating exchange rate could arise.
Hence, a central bank has to be very clear
aboutits monetary policy targets. Ifitintends to
target the exchange rate, a currency board sys-
temis more useful, even though itis notideal. If
itintends to target domestic price level of infla-
tion, the exchange rate has to be floated and it
should be allowed to be determined by market
forces.

impact :
Immediate Overshooting (depreciation)

Estimates using Thai data show that one per-
centage depreciation in exchange rate will in-
crease inflation rate by 0.03 percentage points

immediately.

Impact of step depreciation on inflation dimin-
ishes gradually.

Thai depreciation and inflation

Monetary policy could now be designed to curb
long-runinflationary pressures. The infiationary pres-
sures have so far been Jow, but after the rapid
depreciation the pressure may rise. The increased
mobility in the determination of the exchange rate
will grant greater freedom to the monetary policy to
aim at reducing inflation.

Sri Lanka’s Inflation

The true market rate will allow export supply and
import demand functions to fall in line, resultin a
proper resources allocation. Thus, if previously the
exchange rate was unrealistically high, gradual
depreciation will discourage some imports giving a
boost to the domestic production sector, and the
export sector. If however, it were unrealistically
low, the resulting appreciation will increase imports,
all consumer, intermediate and investment goods
boosting the consumer welfare and growth of the
economy. [t may have an adverse impact on
exports, butit will avoid foreigners purchasing do-
mestic resources at unrealistically low prices.

Concluding Remarks

*  Nominal exchange rate follows macroeconomic
fundamentals of an economy in the long-run,

whereas short-run fluctuations follow aran-
dom walk.

* Acentral bank should not fix the exchange
rate as it will invite the formation of adverse
expectations and economic crises. Cur-
rency Board or Dollarization is more sus-
tainable, if existing macroeconomic condi-
tions permit such amove.

* Countries have moved away from interme-
diate regimes to polar regimes.

* Exchange rate could operate freely in an
environment of capital account liberalization.
Sri Lanka has partially opened the capital
account, and is considering the complete lib-
eralization. :

® Freely moving exchange rate enhances the
efficacy of the monetary policy.

¢ Stable and strong exchange regimes are out-
comes of strong economic fundamentals.
Thus, there is a need for promoting growth
generating factors in the economy cannot be
over-emphasized. Those are technology,
human capital, research and development,
and infrastructure.
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amarket economy. This implies the possi

bility of the consumer behaving in the market
athiswill. Onthe other hand it appears that the
producers operate only with the object of maxi-
mizing their profits. Although the producers and
consumers seem to behave like this, as a per-
fect competition situation s not in force in a mod-
em economy, the concept of consumer -sover-
eignty has become confined to a name sake
utterance. Itis possible to be that the consumer
is often caught in the grip of the producer and the
trader. :

| tis said that consumer sovereignty exists in

Even for an economy motivated by the market
forces a powerful Authority is required for the
protection of the consumer whether tis a state-
sponsored organization or a organizations cre-
ated by the civil society provided it has legal
authority.

The history of consumer protection legislation
can betracedtothe past. Itwasin 1883 thatthe
Sale of Goods Act in the United Kingdom was
passed. However the provisions made by this
Actfor consumer protection could be seen only
in a few fimited areas. This was subjected toan
amendmentin 1979. Later protection required
by consumer in bulk purchases and debt agree-
ments were absorbed into.

in United States of America, the role of civil
society in consumer protection is striking King ,
President Kennedy identified four consumer right
in 1962.

i. Therightto safety

This emphasizes the consumer’s right to
purchase goods which are not harmful to
his life or health.

ii. The right to be informed

This right has established the right of protec-
tion from dishonest and deceitful advertising

Buﬂdmg a Consumer
oovereign Tradlg Pattern

Prasanna Perera *

and emphasizes the moral right of the con-
sumer to have access to the true information
about the goods.

The right to choose

No trader has aright to obstruct the consumers
right of choice and compel him to consume.
This implies the consumers right of consump-
tion in accordance with his preference.

. The right to be heard

This has established the right of the consumer
to be protected from the injustices towhich he
is subjected.

In addition to this the consumers right of living and
working in an environment which is not adverse to
his health and life, also was added later.

Theintroduction of a strategy for the protection of
the corsumer (the United Nations guidelines for
consumer protection) was adopted on 15" April,
1985. this led the international community to take
several steps for the protection of the consumer
with a view to achieve the following objectives:

a.

b.

Assisting its membercountries to possess and
maintain consumer protection measures.
Development of a production and distribution
environment in keeping with the consumer
needs and preferences.

Persuading the producers and distributors to
follow a higher level of moral practices.
Assisting the prevention of imegular trading prac-
tices that are harmful to national as well as
international consumers.

Expansion of the need of creating independent
consumer groups

Encouragement of international assistance in
consumer protection

Guaranteeing the safety of the market economy
based on consumer sovereignty

* Senior Lecturer, Dept. of Economics, Umversig

of Peradeniya

tized by 'Noolaham Foundation.

However in the process of the International Com-

munities attempts to protect the consumer Sri

Lanka also has engaged herselfin the protection

of the consumer through the implementation of

the following measures:

@  Establishment of the Sri Lanka Bureau of
Standards

@© Enactment of Consumer Protection Act
No.10f 1979

@ National Environmental and Traffic Regu-
lation No. 16 of 1979

@ Consumer goods Act No. 26 of 1980 and
the price control enactments.

@ Drugs and Cosmetics Devices Act No.
27 of 1980

@  SriLanka Institution of Standards Act No.
06 of 1984.

@®  Sri Lanka Standardization Act No. 6 of
1986

® Fair Trading Commission Act No. 1 of
1987.

Ofthe above the most significant measureis the
protection of Consumer Act No. 1 of 1979. This
has established the consumers right torelief and
assistance. This Actwas amended several times
and among them following should be mentioned.

in 1980 Section 33 (a) was amended to provide
for the establishment of a Consumer Protection
Fund. The Parliament allocates money for this
fund. In addition it is possible to obtain funds for
the promotion and strenthening themof consumer

.protection organization with the recommenda-

tions of the Commissioner.

In 1987 the Act was amended by giving a new
definition to the terms “goods”.

This indicates the attempt to strengthen the na-
ture of legal protection expanded fo the con-
sumer several times in keeping with the social
needs.

Enforcement of regulations in accordance with
the consumer protection Actis the responsibility
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of Commissioner of Internal Trade. A Con-
sumer Relief Division has been established
under this Department and the process of setting
disputes is entrusted to this Division. The Con-
sumer has the opportunity of taking judicial ac-
tion for relief with no cost to him, through the
Consumer Relief Division. Itis necessaryto go
to courts for this purpose. The Consumer Relief
Division, considers the possibilities to bring about
an agreement between the parties to the dispute
and give suitable solutions.

The preamble to the Consumer Protection
Act of Sri Lanka embodies three objectives

i.  Formalisation of Intemnal Trade,
ii.  Provision of Consumer Protection,
jii.  Introduction of Fair Trading Ethics.

Part | of the Act contains the provisions regard-
ing the Commissioner and the Deputy Commis-
sioner while Part | deals with special powers of
the Commissioner. Howeverthe Department of
Intemal Tradeis naturally entrusted with the func-
tions given below:

i.  Settlement of disputes between consum-
ers and traders,

i. ~ Punishment of traders who do not follow
the consumer Act through judicial proce-
dure,

i Educating the consumer regarding con-
sumer's rights and duties,

iv. Extension of activities relating to consumer
protection,

v.  Organization of consumers through con-
sumer societies,

vi.  Educating the traders about the traders’
responsibilities and duties.

It is possible to evaluate the attempts so far
made by Sri Lanka to protect the Consumer.
The Department of Internal Trade is engaged at
least to a certain extent in educating the con-
sumer through their seminars, publications, and
discussions. Further there is an increase in the
number of complaints made to the Consumer
Relief Division. Itis hot wrong to state that the
Consumer Protection Division can handle 1500
-2000 complaints a year, if the present Division
is continued with the same vigour. However in
the matter of settlement of consumer and trader
disputes Department of Intemal trade has expe-
rienced a slow progress. Mostly programmes
for Trader and Consumer Education are limited
todevelop the International Consumer Day al-

though attempts to form these into projects are also

in the process. Under this situation even if the
Department of Intemal Trade is privatized, it is an
essential condition to maintain a legal basis to pro-
tect the consumer under this trading environment.
Onthe other hand, the factthat there is a possibility

of reorganizing the Department of Intemal Trade and
thereby raise its efficiency and minimize costs.

Itis appropriate to draw the attention to a number of
measures that can be adopted to protect the con-

b.  ltisalsoessentialto create organizations
to reach a wider consumer group, in the
civil society with the aim of protecting the
Consumer. Accordingly, the awareness
of the consumer can be raised. Specially
seminars targeting schoalchildren are im-
portant. Itis possible to contribute to the
mission of protecting the consumer by ex-
posing the injustices to which the consumer
is subjected, through the media. On the
other hand it is possible to direct the busi-

sumer in a soclety that has reached the zenith of

21 century. They are:

i.  Should expand the legal powers and the in-
dependence of the Commissioner of Internal
Trade. Speciallyitis ﬁecessary to free the
Commissioner General from the political grip
of the relevant Ministry which has been the
practice in other countries. The reason forthe
non of many state inefficiency institutions in
countries like Sri Lanka belonging to the third
worldis the political interference. ‘

ii.  Should remodel the Consumer Protection Act
which is in force with new amendments, to
suit 21 Century. The possibilities of brnging
the services sector also under the law should
be examined.

a. Itis possible to promote the existing Con-
sumer Relief Division. The efficiency of the
staff should be raised. The institutional facili-
ties provided to them are not sufficient at all.
Therefore if action to privatize this Division is
not possible, it is necessary toincrease insti-
tutional facilities and should retain a set of
more efficient officers in the Consumer Pro-
tection Division.

ness community to consumer protection
inan organized manner. Forthisitis es-
sential to have consumer organizations and
groups emerging from the Civil Society.
The British Rail Passengers Group while
representing the interests of the passenger
ononehand, it has contributed to promote
efficiency in the British Railway Service
on the other hand. Itis also appropriate to
highlight the significance of the consumer
protection struggle launched by Ralph Nodir
in the United State. In response to his
struggle the Ford Finto Company won
forced to withdraw all their Ford Finto Mo-
tor Cars from the market. *

Reference Books and Documents
I Report of the National Price Commission

i, Reports of the Standards Instiuttion
i, Consumer Protection Act No. 10f 1978

iv. National Environmental and Traffic Regulations of
No. 260f1979.
13 Consumer Trade Act No. 26 of 1980 and Price
Control Acts.
vi. Drugs, cosmetics and Devises Act No. 27 of 1980.
vi, SriLanka Standards Institute Act No. 6 of 1986.
viil. SriLanka Standardisation Act No. 6 of 1986
ix. Fair Price Commission Act No. 1 1987.
o
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[Anation’s history is there, not for memorizing
dates and events; it is there to interpret past
events and their consequences to draw useful
lessons to complete on-going work better and
to project future activities still better,]

As defined by the Irrigation Depart-
ment, small tanks are those, which
irrigate land extents of 80 hectares or
less. Systematic studies so far under-
taken, among others, Tennakoon
(1974, 1986) and Panabokke (1999)
have revealed that there is a tank for
every 1.5 sq. km. in the Rajarata.
Panabokke’s study (1999) further
reveals that there is a similar density
of tanks in the northern part of the
Kurunegala District as well. Accord-
ing to the same study, there are about
15,500 small tanks in the Dry Zone
and approximately half that number
of tanks remain either dilapidated or
abandoned.

Small Tank Cascades

The north central Dry Zone lowland
is not so flat as it is generally believed
to be. Starting from the Matale Foot-
hills, its ridge-and-valley topography
extends northeast, north and
northwestwards in a fanlike forma-
tion. With increasing distance from the
above mentioned foothills, the ridges
of this topography become narrower
and narrower at their bases, low in
elevation, increasing frequency of dis-
section and forming into small hill-
ocks and finally making themselves
in to low earth mounds before they
disappear in the northeastern, north-
ern and northwestern littoral belts.
With the declining stature of these
ranges away from the Matale Foot-
hills, they hardly deserve to be called

* Former Executive Director, Central Bank of Sri Lanka

Dr. M.U.A. Tennakoon *

ranges or ridges. In fact in common par-
lance on the north central region they
are identified as ‘heennas’(earth
mounds), except in places where they
have prominently projecting peaks (e.g.
Gommalewa Kanda. Mihintala Kanda,
Labunoruwa Kanda etc)

The valleys in between them, near the
Matale Foothills are narrow and deep,
but in their outward movement in be-
tween the ridges, they become shal-
lower and shallower as well as wider
and wider to end up in the undulatin

landscape in the central zone of the
great north central plain. Near the
Matale Foothills, these narrow valleys
offer relatively a few places for the con-
struction of tanks. The few tanks con-
structed there, are significantly deep
containing large volumes of water but
downstream command areas of them

- are highly restricted by the terrain.

When these valleys reach the undulat-
ing land with innumerable seasonal
streams that join them offer many suit-
able locations to block them and con-
struct tanks. These seasonal tributaries
falling in to these shallow valleys take
their rises in the summits of the
‘heennas’.

An ephemeral stream taking its rise from
a‘heenna’ finds its way through the bot-
tom of the valley that it occupies and
flows downstream until it reaches a
major water course (stream) of a sub-
watershed. In to this ephemeral stream,
there flow many small ephemeral
streams, taking their rise from the
nearby slopes of the two ‘heennas’ which
run parallel to the valley separating it
from the other parallel valleys. These
side-slope streamlets are highly sea-
sonal. They are so short-lived, that they

disappear almost with the cessation
of rain.

For easy exposition, let us call the
larger ephemeral stream that passes
from an upstream point to a down-
stream destination such as an oya or a
large reservoir, the main axis stream.
Those, which join it in the course of
its downstream travel, are the side-
slope tributaries or the elas. These
streams offer suitable points to con-
struct earth dams across them and
form tanks, main axis tanks and side-
slope tanks respectively. The former
type of tanks are larger than the latter
types. The main axis tanks are also re-
ferred to as village tanks because in-
variably there are permanent houses
in their vicinity. Thus, the general pic-
ture is that there is a chain of tanks in
the main axis valley with the side
slope tanks on either side of that val-
ley. These side slope tanks are gener-
ally in clusters around village tanks in
the main valley. The side slope tanks
belong to the residents in an around
the village tanks. The whole catch-
ment area in which all these tanks —
main axis tanks (village tanks) and the
side-slope tanks are located — is a cas-
cade. Thus, during a rainy season one
would see, that, while water is cas-

. cading down from the uppermost

tank in the main valley from one to
another, water also cascade from
those side—slope tanks either in to the
nearby village tanks if gravity permit
so to happen or on to the main axis
stream at the bottom of the main axis
stream. The uppermost tank in the
main axis valley often bearing any one
of these names — Udagama, Udugama,
lhalawewa, lhalagama, Udangawa,
Kandegama or Galkandegama — denot-
ing its location. .
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All these cascading tanks from the
head-end of the main axis stream to
its final destination and those side-
slope tanks gathering their supply of
water from the water divides of
‘heennas’ and downwards, constitute
a single network of flows in the en-
tire cascade. These cascades are of
varying length and breadth in keep-
ing with the local topography. A small
cascade can be a one, whichis, 3to 5
miles in length and 2 to 3 mils in
width. Relatively large cascades vary
Jrom 10 to 15 miles in length along
the main axis stream and 4 or 5 or 6
miles across the valley at its widest
point. The Rajarata alone has 457 cas-
cades (Panabokke 1999). The num-
ber of village settlements in a cascade
can vary from 5 to 10 or even more.

Generally there are two types of side-
slope tanks associated with a main axis
tank (village tank). The first category
comprised of those very small tanks
constructed upstream of a main axis
tank, but on side slopes, only a few
hundred yards away from, and up-
stream of, the upper shore-line of
those main axis tanks. They are not
very many. At most, there can be 2 to
3 of them upstream of a main axis
tank and some upstream tanks may
have none at all. They were con-
structed as silt-trapping tank, which,
in the local parlance are kuls wew so
that silt brought down in solution,
suspension and dragging consequent
to sheet or gully erosion following
torrential down pours is deposited in
them as sediments and relatively clean
water is allowed to escape leisurely
to the downstream main axis tank.

The second category of side-slope
tanks are located on the side-slopes
of the valley, but at some distance
downstream of a main axis tank. When
the main axis tank is full, excess wa-
ter can be guided from its spill(s) to
these side-slope tanks. While a main
axis tank impounds these side-slope
tanks with water, they in turn, become
feeder-tanks, for irrigating in some
field stretches down stream the main
axis tank, in situations where the main
axis tank runs short of water for irri-
gation of its own fields. When the main
axis tank is unable to meet the do-
mestic water needs of the village

community in association with the main
village tank it is these side slope tanks
which meet at least some of the villag-
ers’ domestic water needs such as drink-

ing, bathing and washing,

It is to be noted, that, while many up-
stream tanks release water to a main axis
tank down stream, that main axis tank
too releases water to chains of side slope
tanks, down stream of that main axis
tank on the land sloping to the axis
stream in the valley bottom. This par-
ticular network of tank to tank irriga-
tion, in keeping with the gravity guided
water flows in a small basin, thatis, in a
cascade, does not appear to be purely
an accidental occurrence but an out-
come of careful tank construction based
on proper hydrological observations
and planning a gravity-guided flow from
tank to tank, fostering a frugal system
of water and land-use together with the
necessary environmental consider-
ations.

The ancient irrigation engineers appear
to have realized the importance of tank
networking for frugal use of water to

et the maximum possible use of water
received from highly seasonal and lim-
ited rainfall. This statement can be sub-
stantiated with references to many his-
torical records. However, this impor-
tant consideration remained side tracked
from the early 19" century to the
present day. :

=
Maintenance of Tank Network Ignored

Ignoring network development of cas-
cading tanks is a disease that commenced
almost with the British occupation of
this country. Our irrigation policy mak-
ers and planners have not been able . to
fully, get rid of this paralytic disease.
There is ample evidence that can be
fished out of the British administrative
records themselves to reinforce this ar-
gument. A case in point is, Manual of the
North Central Province written in 1899 by
R.W.Levers a veteran Government Agent
of the same province, who held that
position for 6 years in 3 spells during
the last two decades of the 19" century.

It could be seen in this publication at
least three reasons for ignoring the res-

toration of cascade-based tanks in
their network entirety. First is the sys-
tematic and careful efforts launched
by the British administrators to make
the villagers believe that tanks are
meant for irrigated paddy cultivation
only and that all energies should be
directed to reach that end. As profits
were uppermost in the minds of the
British administrators coming from a
region of trading nations, they found
that among all crops grown, paddy is
the easily taxable commodity. During
the early period of British adminis-
tration in the Rajarata, the administra-
tors were aware that a grain tax col-
lected from paddy cultivated largely
for subsistence was inadequate to
meet administrative cost incurred in
the district. Still, they wanted to col-
lect whatever possible revenue to re-
duce administrative costs. At times the
grain tax imposed on paddy was as
high as 1/10" of the harvest. There
also have been changes in the tax col-
lection in grain to cash collection and
then back to grain collection stating
that vﬂlagers found difficult to pay tax
in cash. This may be partially correct,
as the villagers were not accustomed
to a cash economy. But the untold part
of the fact was that the British desired
to revert back from a cash tax to a
grain tax, as large quantities of rice
were required to feed their local mili-
tary recruits for defence and power
consolidation.

Not that the British administrators
were not interested in taxing other dry
grains widely cultivated in this prov-
ince, but they were cultivated in for-
est clad isolated chenas in which moni-
toring systematic tax collection from
such crops was found to be extremely
difficult. Even an effort was made to
collect taxes from such crops, the
monitoring costs would not have
been comfortably lower than the tax
returns. Hence, the choice opened to
the British administrators was dis-
couraging chena cultivation and en-
couraging irrigated paddy cultivation,
the monitoring of which was easier
than that of the chena cultivation at the
times of tax collection

Considering all these, the British ad-
ministrators followed a policy of : (a)
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discouraging chena cultivation under a
controlling system introduced with
the issue of chena permits, which, in
any case, was procedure-wise not
easy for the ordinary villagers to fol-
low successfully; and (b) encourage-
ment of villagers to use every avail-
able drop of tank water for irrigated
paddy cultivation expected to be of
least cost to the administration.

The villagers were required each to
work for a minimum number of days
(30 days per year), to do all earth
work in tank mending while the gov-
ernment was expected to provide the
ordinary types of sluices to be fixed
to the village tanks by the villagers
themselves.

In placing sluices in the tank embank-
ments, the need for a‘dead storage’ of
water in them was ignored particu-
larly during the 19" century and the
British administrators saw to it, that,
the sluices are replaced or newly con-
structed to facilitate the complete
draining out of tank water for irriga-
tion. Either ignorantly or unintention-
ally, the inter-relationship of cascades
had not received due consideration
and each small tank came to be con-
sidered an individual entity with wa-
ter in it irrigating a certain extent of
paddy land downstream of tank. There
is no convincing evidence of British
administrators’ concern about the use
of tank water for several social, cul-
tural and environmental develop-
ment considerations.

Secondly, the British administra-
tors propagated the idea that if
some water is to remain in the tank
as a ‘dead storage’, that it is of no eco-
nomic use to the village. It was

* Robert Knox, the English pris-
oner in the Kandyan kingdom
from 1657 to 1679 who expresses
this view as follows:

These ponds in dry weather dry up
quite. Ifthey should dig these ponds
deep; it would not be so conve-
nient for them. It would indeed con-
tain the water well, but would not
so well nor in such plenty empty
out itself into their grounds.
(Knox, 1681 : 135-136)

This gained acceptance of the British
administrators in the 19% century. ‘dead
storage’ itself is a derogatory term that
the colonial rulers appeared to have de-
liberately used to a much treasured ‘live
storage’ of water in a tank during the dry
season and without that water human
and all forms of other lives in the dry
zone would have been impossible. This
is simply telling the farmers that it is
useless for you to have stored water in
your village tanks and that you should
release all available water in tanks to ir-
rigate paddy fields downstream and se-
cure good harvests to pay grain taxes in
full as government dues.. Thus, during
the period of early British administra-
tion, sluices were repaired but no effort
made to desilt tanks to hold water as
dead storage.

The third reason which lead to the way
in which the colonial rulers went about
‘improving’ small tanks, repair and main-
tenance was a complex one. It resulted
from the abolition of Rajakariya — the sys-
tem of providing free labour during a
certain number of days (about 30 days
in a year) or a certain measurable vol-
ume of work for construction or repair
of village roads, reservoirs, canals etc.
The immediate consequence of the abo-
lition of Rajakariya was the discontinua-
tion 6f annual silt removal carried out
in v1llage tanks. Under this service sys-
tem, the volume of earth to be removed
from a tank and heap on tank embank-

ment was determined in advance every
year. Then, the individual volume of
earth to be removed by the individual
villages was determined in proportion
to the extent of irrigated land that each
individual held in the old field
(mahawela) downstream of that tank.
Each farmer removed due volume ‘of
earth from the tank bed and used that
to mend the tank embankment dam-
aged either due to frequent hoofing of
the village cattle or due to the other
agents of erosion and damage. The pos-
sible loss of a fraction of water due to
siltation of a tank was regained by this
process of regular earth removal from
the tank bed before the next monsoon
rains arrived. The villagers viewed this
particular activity as one of their
bounden duties to the ‘tank and field’
(Wew ta wela ta rajakariya).

Digitized by Noolaham Foundation.

It was the gamarala, an accepted vil-
lage elder who organized and moni-
tored the rajakariya from immemorial
times in the past. His moral obliga-
tion was to his fellow villagers and
not to any government, and as a re-
sponsible person in the village, he
worked together with the fellow-vil-
lagers. The villagers were spontane-
ously willing to follow him as he
worked for the community without
any dictation but in consultation with
each other. His actions were not
profit-motivated; but service-ori-
ented. The colonial administrators
replaced him with a new appointee,
the vel vidane. As he was a government
appointee, naturally, his obligations
were to the government and not so
much to the community. He was to
order the villagers, on behalf of the
government, on what they should and
should not do. He was not a fellow
worker with the other villagers in the
village. He was not a leader in the
community sense of the word, but a
commander of the community for
the state. His orders were always there
to be carried out, not to be ignored.
Unlike the gamarala, the vel vidane was
paid for his role played in the village,
not by the state; but by the villagers in
the form of a grain tax which he col-
lected as ‘salaris’ or ¢ divel’ from each
individual farmer. This change of of-
fice for what ever the good reason may
be, lead to the eventual disintegration
of the village community life paving
way for the emergence of individual-
ism.

However, vidane being the pinnacle of
power in agriculture in the village, had
not conducive but, an imposed lead-

“ership, and at least the people were

compelled to get around him as chil-
dren unwilling to school. Even this
leadership disappeared from the vil-
lage with the introduction of the cul-
tivation committee system during the
mid-20" century. The intention was

‘to set up a democratic form of irriga-

tion management. This institution did
not take much time to be a heavily
top-down, bureaucracy where the
Divisional Officer (DO Mahattaya) was
the ‘king’ behind the curtain. It is ex-
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tremely doubtful whether the in-
tended democratic form of manage-
ment was achieved. It has done more
damage than good to the farmer-psy-
chology.

Though the policy intention was to
democratize village irrigation manage-
ment, top-down directives and guid-
ance provided, became too bureau-
cratic. Officials occupied the center-
stage, pushing the beneficiaries to the
periphery. This is not to say that all
cultivation committees failed. How-
ever, those successfully long lasted
ones were exceptions rather than the
rule. People have started to think that
‘all tanks belong to the state; it seems
that government is taking the respon-
sibility of providing irrigation water;
the officials are interested in doing’
so. Thus, the people have come to be
in a new dependency syndrome.

Finally, there was a complete break
down of tank network maintenance
where the government efforts were
directed to modernize small tanks as
individual entities, notably during the
mid-20" century and afterwards. This
has not only isolated each small tank,
which throughout the past centuries
remained in a highly connected net-
work of reservoirs maintained in a
cascade, but also paved the ways for
the appearance of a plethora of irriga-
tion and land management problems
anew. These include : (a) excessive
water storage in some tanks upstream
thereby starving some tanks down-
stream; (b) sudden release of exces-
sive water in upstream tanks, notably
at the height of the monsoon rain,
placing severe stresses on embank-
ments of downstream tanks; (c) de-
laying - seasonal cultivation of land
immediately down stream of those
starved tanks ;(d) unduly increased
water in a downstream tank pushing
its upper shore-line further upstream
causing the lower parts of the paddy
fields cultivated downstream of the
tank immediately upstream of that
excessively water impounded tank
and (e) accelerating the siltation of
tanks. All these caused inter- and in-
tra-village disputes associated with
land and water management.

How the small tanks are viewed today?

Different people in government and in
villages perceive small tanks differently,
when these small tanks are to be taken
up for improvement/renovation. Ac-
cording to one school of thoughts these
are very small reservoirs with very lim-
ited storage capacities and are capable
of irrigating only a few hectares of paddy
lands. As government allocation of
funds for irrigation development is be-
ing limited, a choice has to be made be-
tween expenditure on renovation or
these small tanks and those relatively
large village tanks with greater prospects
of irrigating more paddy extents. Natu-
rally, the tilt of the scale will be placed
in favour of the latter where the return
to investment will be greater than that
of the former.

There is a second school of thoughts,
which is somewhat a continuation of the
first school of thoughts, in which the
broad conscience is, that, often the cul-
tivated field stretches downstream of
these small tanks, there is no assured
harvest every year. Owing to the lim-
ited storage capacity of these small tanks
and the high rates of surface evapora-
tion experienced in them, often the cul-
tivated fieldsstretches whither for want
of irrigation water towards crop matu-
rity. In some seasons, these fields remain
uncultivatedas well and the consequen-
tial cropping intensities are very low. If
funds are generously made available,
one remedy would be to enlarge these
small tanks to hold more water. Hereto,
the return to investments will be still
low, because a tank may be enlarged by
raising and extending the length of a
tank-bunt, but land available down
stream for asweddumization will be still

limited. .

The third school of thoughts, which
dramatically surfaced during the last
decade of the 20" century is the so
called economists’ view — a view pro-
mulgated as an antithesis to the benefi-
ciaries’ view that they need state sup-
port for increasing food production. This
economists’ view is, that, the cost of
production of rice in this country is ex-
cessively high and that cheaper rice
could be imported and as such, the con-
cern has to be on the over all economic
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development in other more viable
and promising areas making the
economy strong and competitive in
the ever expanding globalization and
free market economy, facilitating easy
rice imports with increased export
earnings in the other promising sec-
tors

It was largely prompted by the visit-
ing experts of the international do-
nor agencies, which, some of the lo-
cal planners and economists were in-
clined to accept tamely. However, not
all were willing readily to gulp it
down as at least at present, there is
increasing evidence to ascertain that
there is a yawning gap (still widening)
between the predominantly paddy
cultivating majority of the poor which
totals to any thing between 30 and 50
per cent of the country’s population
and those earn their living from non-
agricultural occupations. The politi-
cal decision makers, therefore, thus
far remained hesitant to accept pub-
licly, the suggestion of the donor
agencies, as votes seem to matter to
them more than pleasing the donors
who proposed it.

The concept has not died altogether;
its sparks remain hidden under ashes
for the time being. Economists and
planners need to be extremely care-
ful of the donor agency suggestions
because for any nation food security
is of paramount importance.

Finally, the latest inclination of the ag-
ricultural scientists and a limited range
of experts and scholars in the agri-
cultural development related fields
is, to ascertain the extent to which

the small-tank irrigated farming can |

ensure future food security in the
country. ltis their expressed concern, that,
the state- sponsored large irrigation
schemes though contributed to increase
food production in the country , that, they
are liable to fail or collapse if state aid is
withdrawn in a free market economic cli-
mate where the state may be compelled to
discontinue its supportand even its active
patronage!

Farmers themselves will be unable to man-
age those large schemes all by themselves.
Hence, if the state support is withdrawn or .
ceases to exist, these massive schemes are
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liable to fail. Historically, this had been al-
ways so. In ancient Sri Lanka where the
state patronage was not forthcoming, all
the major irrigation schemes degenerated
and finally collapsed while the small sys-
tems stood the test of time, because the
technological knowledge required to sus-
tain them was found well within the man-
agement capabilities of the beneficiary vil-
lagers themselves. Indications, therefore,
are that the small village tank irrigation
systems have a higher potential for their
continuous existence even under difficult
circumstances, contributing their shares to
food security without a serious collapse as
such.

The Role of Small Tanks Underestimated

It has become almost and established
norm now to assess the importance
of a small tank on the basis of a
‘rupees-and-cents’ value attributed to
the quantity of paddy produced in
fields irrigated by these small tanks
and how much do they contribute
towards the long-term environment
sustainability. It is to be reiterated that,
a tank, big or small, should not be
viewed solely as a ‘water tank’ that
releases its limited quantity of water
to irrigate a small patch of paddy ¢ul-
tivated downstream of it. A village
tank, small or big, is the heart of the

It has certain veins through which it re-
ceives its life blood, the water (front up-
stream supplies) and it is the heart which
pumps blood (stored water) through its nu-
merous arteries to economic, social, cul-
tural and environmental organs of the vil-
lage society (fields, home gardens, house-
holds, temples, nearby vegetation through
ground water impact) and its total environ-
ment, making them collectively sustainable
and effectively functional. To nurture and
foster only the economically func-
tional organ(s) of the village com-
munity is only underestimating and
staving the other equally important
organs of village life, and then, the
lonely functioning = economic
organ(s) alone cannot sustain the
complex structures or their functions
in the village society. It is, therefore,
clear that the planners and develop-
ers need to recognize not only the
manner in which the village heart

village with its entire physical environment. -

(tank) makes economic organs work,
but also recognize how all other organs’
function as a unified whole. Recorded
evidence of this kind of treatment
abounds the historical records in the
country.

Muttimangallaya

In the muttimangallaya which is a ceremony
organized for coupling of culture with
physical environment in a cultural mi-
lieu, the above development perception
in the Rajarata appears to have contin-
ued throughout the 19* century and
possibly up to the middle of the 20
century or even to a still later date.
Leveres in his noteworthy book —
Manuals of the North Central Province pub-
lished in 1899, refers to this total de-
velopment approach in describing the
above ceremony organized in fulfillment
of vows made to the god Ayyanayaka
thus:

The god Aiyana presides over tanks which are
supposed to be under his special protection. When
a tank fills and is about to spill the elders of the
village, chiefly Gamarala, proceed to the tank
,and at the muttinamana tree a salute is offered
to the god by the firing of two quns. The chief
gamarala then steps forward and sends up a vatika,
or and address, in which he anounces to the god
that the tank is being filled, and that cultivation will
be begun, and that after the harvest s gathered,
the imangalle will be performed by closing this
ceremony by committing the tank, village, its resi-
dents, and its cattle to the protection of the de-
ity..... The villagers assemble and appoint a day
for the performance of the mutti ceremony..... The
pots, incensed and daubed with saffron, are now
placed on the platform [specially prepared for the
purpose] or the yahana ..... The god through his
Anumetirala [master of ceromony-cum-interpniter]
makes known that the offerings are accepted, and
that the tank, the village with its inhabitants, both

man and beast, are taken under his protection for ©

a period—one, two, or three years, according to
the pleasure of his divine majesty’
Levers, 1899 :109-110

It is quite clear from the above that the
protection of tank does not mean only

‘the protection’ of water collected in it -

for irrigation.It has a wider meaning,
well being of all the villagers and all other
living beings and vegetation with the
proper maintenance of bio-diversity of
village’s total ecosystem.

Digitized-by-Noolaham-Foundation-
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A Case in point

There is also provisional evidence of
total development effort made in our
past hydraulic civilization. In common
parlance, we frequently hear of a royal
wish or a vow of King Parakramabahu
the Great which goes on to say, ‘let
not a single drop of rain water freely
flows in to the ocean...). Often those
who hear it tends to take it very su-
perfluously as a wish of that king to
construct tanks and large reservoirs
and store rain water for irrigation. That
great ruler must have meant much
more than surface Water storage for
irrigation only. He must have meant
that whilst arresting the free flow of
rain water at every conceivable loca-
tion, creating surface water storage for
every possible direct use of them let
surface water stored be induced to
seep down in to the subsurface toraise
the ground water stored level artifi-
cially high, enabling the enrichment
of moisture requirement of entire
vegetation and there by support ani-
mal life as well which together will
exert a profound influence on hu-
man existence. If this was so, how
justifiable are the modern moves
mode to value water in a tank only in
monetary terms pegged to the crop
harvests gathered in irrigated field
cultivation ?

Tank Ecology

Admittedly, irrigation had been one
of the principal objectives of con-
structing most of the main axis tanks
(village tanks). However, many if not
most-small tanks have been con-
structed for purposes other than field
irrigation, including ecosystem en-
richmenit. It is common knowledge
that the free flow of rain water is ar-
rested at least temporarily by vegeta-
tive debris entangled with plant roots
at the ground surface level. The
thicker the layer of debris on the sur-
face beneath the vegetation cover, the
grater the prospects of retaining the
water derived from rainfall giving suf-
ficient time to percolate a good
amount of water in to the sub-soils.
The sub-soils which eventually be-
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come pregnant with such water, ooze
out a certain amount of that water in
capillary action or simply in the forms
of springs (ulpath), at places down
stream. Water emissions though cap-
illary action is generally short-lived,
may be for a few days after the cessa-
tion of rain, but springs lasts longer
and some of them will be perennial.
Presence of springs also conditioned
by the geological formations of the
bed-rocks and soil characteristics of
the sob-soils.

Forest covers and high grounds or
mountains are then, reliable sources
of both surface and ground water
which facilitate agricultural activities
and vegetative growths down stream
of them, during the times of rain and
afterwards. If seepage to sub-soils is
encouraged and springs are protected
and maintained they are dependable
sources of supplies. But man’s reck-
less interference with forest cover is
likely to hurt or totally destroy these
sources affecting down stream irriga-
tion activities and vegetative growth.

The ancient tank builders who con-
structed tanks in undulating land, one
downstream of another by blocking
an ephemeral axis stream in the keel
of a valley have adopted a strategy of
constructing small tanks on the val-
ley slope, below its crest. These side-
slope small tanks are not constructed
one down stream of another as in the
case of village tanks across the main
axis stream, but along a suitable con-
tour in such a manner that they can
be fed with spill over waters of a
nearby village tank. Thus, these small
tanks are networked in to a main tank.
Down stream of these small side-
slope tanks there are very limited ex-
tents of land suitable for
asweddumization for gravity guided
irrigated farming, Because of this land
limitation, these small tanks are able
to retain considerable amounts of wa-
ter during many months of the year.
There are many instances where the
main village tanks run dry because the
demand for draining of water from
them for irrigating large extents than
from those small side slope tanks are
high and as such resident villagers use

these small tanks to meet their domes-
tic water requirements.

More than for irrigation, these small
side-slope tanks, were meant at least for
three other purposes. First, to ensure a
regulated supply of water for certain
cultural needs of the society which re-
volved round the village temple. Such
tanks are called pinvewas or the tanks
constructed to acquire merit. They were
exclusively meant for the pilgrims’ and
temple dwellers’ use. Second, They are
to keep ground water levels high so
that vegetation and micro-climate
around them are satisfactorily main-
tained. Finally, they serve as water holes
for village cattle and wild animals, thus
these contour based small tank chains
were largely meant for cultural ecologi-
cal and ecosystem maintenance.

Benefits of Multifunctional and Multipurpose
Tanks

Because of the multifunctional nature
of all tanks, it is extremely difficult to
make a clear functional categorization
of these tanks. Even a particular tank
had been constructed with a specific
purpose like silt trapping or providing
water for temple use, they have been
useful in many other ways, at least indi-
rectly. Hence, only an inventory of uses
is attempted here, without resorting to
any systematic categorization as such

1. Tanks forirrigation of paddy lands
down stream of them, enabling the
villagers to meet their staple food
requirements and use a fraction of
it for sale to meet their cash require-
ments.

2. Tanks constructed to maintain a regu-
lated water supply avoiding short falls
in supplying to irrigated field.

3. Tankisadevice of keeping water arrested
to make use of that water during the
rainless, periods mitigating drought
stress and releasing excessive
amounts of water received in it
when such releases are necessary to
safeguard the tank embankments

downstream.

4. Tanks which have their own devices to
discharge sudden influx of water from

Digitized by Noglaham Foundation

upstream sources (from freak
floods and releases from up-
stream tanks) avoiding bund
breaching. The devices that they
have are specially designed sluices
and spills.

In the event of a water storageina
tank down stream, the tank im-
mediately upstream has the abil-
ity to release a certain quantity of
water to the former with a mu-
tual agreement of the settlers in
association of both villages

In a situation where it is observed
that a tank downstream is already
under the stress of too much wa-
ter accumulated in it, the ability
of the upstream tanks to control
their discharges giving sufficient
time to the down stream tank to
release its excess water and be re-
lieved of a possible bunt breach-
ing and then exercise a regula-
tory release of water so held tem-
porarily in upstream. However, it
should be noted that, these op-
erations have their own limita-
tions, notably in seasons of ex-
cessively ‘above average rainfalls’.

As already noted, there is some
provision in some situations, to
release excess of water in a main
village tank from its spill(s) to the
side-slope tanks of the same vil-
lage down stream of the main
tank so that they in turn have an
assured supply of water to irri-
gate land down stream of them
or some extents under the main
village tanks.

The ability of some of these side-
slope tanks to supplement the ir-
rigation needs of some portions
of the fields fed by the main vil-
lage tank, when that becomes re-
ally necessary due to water short-
ages in that main tank.

The silt-trap tanks (kulu wew) in the
upstream side slopes of a main vil-
lage tank, which reduces the silt-
ing of that main tank, by accumu-
lating silt in themselves and re-
leasing only the clean water to the
main tank.
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13

14.

15

10. Ability of the tanks to store water

and thereby enrich ground water
table in its immediate environ-
ment, artificially high, fostering
tree crop plantations in the vil-
lage compound usually located at

or near one end or both ends of
the tank bund.

The artificial maintenance of the
water table high, to facilitate wa-
ter supplies to home garden
wells intended to supply all do-
mestic water needs and water
supply to agro-wells facilitating
limited farming practices.

As the vegetation in the vicinity
of a tank flourishes well, and some
trees flower well, the presence of
bees become ubiquitous and as a
result the numbers of bee hives
increase providing honey to the
villagers.

Clay soils available in the upper
tank bed areas is ideally suited for
making bricks and during the dry
season many brick making sites
are established in upper tank
beds. The same soil is suitable for
wattle and daub constructions in

the v1llage

Tanks provide fresh water fish.
The general restrain of villagers
from eating beef and the severe
shortage of game animals because
the forests have been butchered
already, the demand for fresh wa-
ter fish has risen. Even in the past
where hunting was not uncom-
mon, there remained a very high
demand for fish. In fact tank fish-
ing had been an important social
and economic event in the Dry

- Zone villages. Many indigenous

devices of fishing in tanks, streams
and even in paddies have been
evolved over the centuries and
there are accepted norms to be
followed in fishing and in sharing
the fish harvest among all fami-
lies in a village.

Tanks have become storage of
food not only in terms of fish
available for harvesting, but also
storage of other varieties of food

16.

17

18.

19.

20.

which are able to supply supple-
mentary food to the ‘family food
basket’. A variety of food items —
roots, yams, stems, leaves and seeds
of water plants and water frontage
plants are gathered, cooked and
added to the plate.

With the recession of the upper
shore-line of the tank water and bar-
ing a grater portion of the upper
tank bed, limited extents of quick
growing guard varieties of veg-
etables are grown using indigenous
methods of lift-irrigation .

Also, with the recession of the up-
per shore-line of the tank water,
women plant reeds in enclosures
and use that harvest for bag and
mat weaving / which can be devel-
oped as a lucrative cottage industry.

When the village paddy lands are
cultivated and the cattle forced out
of the paddy fields the tank bed and
its upper catchment areais used asa

grazing land.

Tank is also the source of drinking
water for the domesticated as well
as wild animals.

There are mini-tanks called
godawalas primarily intended as wa-
ter holes for the wild beasts and vil-

< lage cattle (buffaloes in particular)

21.

221

Z3¢

frequenting the forested areas in
search of tree fodder.

A tank serves the purpose of pro-
viding drinking water to the people.

Tank is also the place where people
bath and do a great deal of washing

A water bod)z in a tank ameliorate
the climate in its immediate envi-
ronment;

Tanks add to the environmental
beauty with lush vegetation around
them, and the’ water plant growth
attracting numerous water loving
birds, local and migratory. Tank en-
vironments are in fact mini bird sanc-
tuaries so long as water is retained
in them tanks can be special attrac-
tions to serious kinds of tourists in-
terested in fresh water biology.

24. Tanks offer many opportunities

25.

26.

for local and foreign tourists in
terms of boating and fresh water
ﬁsl’)ing for recreation.

Asalready referred to elsewhere,
temple tanks provide water needs
of the pilgrims and the temple

residents.

It is now evident that tanks were
constructed in the past not only
for the purpose of irrigated farm-
ing They were truly multipurpose
creations. In the mid twentieth
century, it was the expressed view
of the irrigation department that,
‘a tank means a village and a vil-
lage means a tank’ (Arumugam,
1957). This is half the truth. No
village settlement was possible
without a tank and a village cer-
tainly meant a tank. But the con-
verse is not true. In association
with all functional tanks there
were no settlements. A village
settlement besides a tank con-
structed across a main axis stream
in a cascade own several small
tanks (olagamas) on the side slopes
of that cascading valley, but down

" stream of the main tank. Even the

L

28.

silt-trap (Kulu wew) tanks belong
to the village settlement beside
the main tank.

There were no irrigated cultiva-
tion down stream of each and ev-
ery tank. The silt-trap tanks(Kulu
wew) and the godawalas in the for-
est which were the water holes
for the wild animals and the
pinwewas the temple tanks were
never used as sources of irrigated
paddy cultivation . As already
noted many tanks were multipur-
pose constructions made to facili-
tate a-total development of vil-
lages with due concern for the im-
provement of their physical en-
vironment. Tank construction inan
inter-connected network in a cascade
was an ingenious human invention
made to out wit the limitations other-
wise imposed on beneficial human ac-
tivities in a water deficit climatically
harsh environment.

In dealing with these tanks, we should
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never fall into the mental trap of con-
sidering each ofthem in isolation; they
need to be always considered as all-in-
lone network of reservoirs, big or
small, in an entire cascade and that
cascade requires to be taken as a total
development unit.

AV -
The Latest Approach to Study Cascades

From time to time during the past
three decades, many individual schol-
ars have attempted to study the cas-
cades in the Dry Zone confining
themselves to their chosen study ar-
eas (Panabokke, 1999, 2000;

Tennakoon, 1974, 1980, 1994, 2000, |7 k

Madduma Bandara, 1985; Somasiri,
1979; 1992 ; Itakura and Abernethy
1993 ; Handawela, 1994 ; Nawaratne
1998 ; Dharmasena, 1992; Senaratne,
1996 ; Sakthivadivel et al, 1996 ;
Perera, 1997 and Ulwishewa 1995).
The International Irrigation Manage-

ment Institute (IIMI), now Interna- {:

tional Water Management Institute
(IWMI) has shown a considerable in-
terest in cascade based studies.

Recently, Dr. C. R. Panabokke
(1999) a doyen of soil science and
hydrography has completed a study

of small tank cascade systems of the ¢4

Rajarata amplifying their setting, dis-

tribution paterns and hydrography, in :

order to “provide the professional staff
of the Mahaweli Development Au-
thority of Sri Lanka (MASL), a clear
depiction of the Rajarata, based on

properly demarcated main and sub- ?f(
watershed boundaries, together with | {7/

the individual small cascades that
make up each of the sub-water-
sheds.” He has identified the bound-
aries of the main river basins, bound-
aries of 50 sub-watersheds in those
river basins and the boundaries 6f 457
cascades in those sub-watersheds in
the entire Rajarata.

The study is well substantiated with

requisite master maps of (a) the main |

river basins; (b) the soil distribution
; (c) the maha season’s rainfall prob-

ability in selected sub-watersheds ;

(d) a schematic representation of a }

small tank cascade near Anuradh;zﬁura
.This study also contains an authen-
tic statistical information in respect

~

g )
e SION) I

of main and sub-watersheds and cas-
cades. This study would be of an im-
mense value to all professionals con-
nected with planning, designing and lay-
ing out national irrigation network in the
future development areas in the Rajarata
outside the Mahaweli Development
Area. This benchmark study has un-
doubtedly, opened a new chapter for
studying the cascade based hydrography
of not only the Rajarata but also of the
entire Dry Zone

cade-based indigenous irrigation sys-
tems based on Panabokke’s bench-
mark study and also press for policy
attention on the role of cascade based
irrigation systems which should be
heard as a priority development is-
sue.

When Panabokke’s contribution
(1999) is closely examined, it be-
comes inevitable to formulate the
question — Whether we have not fol-
lowed a wrong policy in attempting
to develop Dry Zone tanks and vil-
lages in isolation, and whether we
should not consider a cascade (with
ONE MILE TOPO SWEET MEDWACHCIIA

It is time to call for more and more au-
thoritative techno-analytical works on
the total spatial configuration of cas-
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several villages in association) as a vi-
able development unit to provide
food security in the first instance, and
withstand, at least to some extent, the
challenges of globalization with its
monstrous free market economic op-
erations.?

Itis unjustifiable to keep pushing the above
question under the carpet any more. Over
the past seven decades the state has com-
mitted huge amounts of money in terms of
financial and other resources towards the
Dry Zone development. Undeniably some
development has taken place in it, but all
that remains below expectations.
Anuradhapura district remains the poorest
district in the country! What is the level of
economic and social achievement of an av-
erage Dry Zone peasant family in develop-
ment attempted from 1950 to 2000?And at
that slow pace of achievement, if the same
development, strategies are continued,
where will that family be in the year 2010 or
20207?. If not for the remittances of house-
maids working in the Middle-east countries,
and soldiers in the battle front, the plight of
rural families could have been either same
as before or even worse-off. These remit-
tances have brought about only a tempo-
rary solace. These income- sources are
not going to be perennial any way. What
we have is only a borrowed time to well
prepare ourselves to accelerate Dry Zone
rural development.

Cascades appeared to have been the
viable economic units and social en-
tities in the past. There are historicgl
palimpsests which can be cited in sups
port of this thinking. How come that
all the villages in a cascade appeared
to have had a single ancient temple
(as often depicted in One Inch to One
Mile Topographical sheets), and not a
dagaba and a temple in every village ?
If that was really so, not a single vil-
lage but all the villages in a single cas-
cade would have had a single focal
point and a single apex management
organization and hence, a federated
(one) economic organization.

There are still other historical palimp-
sests that require painstaking studies
to ascertain whether such economic
and social federations existed during
the times of Anuradhapura and
Polonnaruwa agro-based hydraulic
civilizations. A careful study of one-
inch-to-one mile topographic map

sheets, covering the Rajarata area has
shown that, at least in four locations,
distantly located from each other are
four Medawachchiyas — one in the
north, one to the west of Anuradhapura,
one in the Negampaha Korale in the
southern extremity of the Anuradhapura
district, and still another close to
Gomarayankadawala near Trincomalee.
Lervers, in his book (1899), states that
Medawachchiya is a currupt Tamil ex-
pression of the Sinhala term, meda wata
(around the centre or focal point).
Within about the radius of 10 miles of
each of these meda wata, there is a
Kallanchiya which is also a currupt Sinhala
term for theTamil term, Kalanchi, ( mean-
ing, granary). In between them thereisa
Rambewa in each location, (unloading
points of “ran”) at stream crossing points.
This term “ran” would have meant paddy,
because in Sinhala literary works we
hear of ran wan karal (sheaves of paddy
like gold) .These three place names of
locations in clusters need an explana-
tion. There could have been many other
clusters of. Meda wata, Kalanchi and
Ranbewa in many other localities in the
Rajarata but their names have been ei-
ther lost during the peoples drift to the
Central Highlands or changed them by
the new settlers who came back to the
Rajarata in the early 19" century, that is
more than 1,000 years of abandonment.

Even the existing 4 clusters of these
village trio appeared to have been aban-
doned and resettled at different time of
history. In some of them the last re-
settlement would have been during the
early 19th century, without any signifi-
cant change in their names. By the time
of re-occupation and thereafter, they
would have lost their strategic positions
in respective federations. On of the fac-
tors responsible for the loss of impor-
tance and identity, of these centers s the
road system that developed under the
British rule, primarily to meet their mili-
tary and administrative requirements.
The British designed road network in
the Rajarata, envisaged no interior area
development as such. So the interior
remained neglected and the wealth of
the region was drained out via the main
roads which were sucking out the ar-
eas wealth to other district capitals par-
ticularly to those in the South

As a series of growth poles in the inte-
rior connected with present trunk roads
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that traverse the Rajarata, is very nec-
essary to accelerate interior dcvelop-
ment, taking cascades as physical de-
velopment units, each with suitabl
located villages as growth poles. This
needs the approval of the policy mak-
ers after careful planning of requisite
development activities in them. Ini-
tially it would be necessary to con-
nect these growth poles with each
other to facilitate collection of pro-
duce and distribution of farm inputs
and other needs of the populace. Then
(like Dambulla), they pick up mo-
mentum calling for numerous ser-
vices and industrious. People will re-
spond to those calls. Services de-
manded and made available as re-
sponses to those demands, new tech-
nology and new skills would come in
and so long as there are basic infra-
structure facilities such as water, elec-
tricity and transport, these growth
poles become habitable places for the
service providers and those willing
to invest in new ventures offering
employment opportunities and fur-
thering the skills that the people will
be having in or around those growth
poles. As these small growth centers
become conducive to live with basic
facilities available, people will be less
inclined to move into big cities to live.
They will remain where they are, and
in place of going in to urban areas,
they bring urbanism to their own en-
vironment. This would greatly facili-
tate the increased urbanization thatis
under way. During the next 10 years,
at least 50 per cent of our population
will be in the urban and semi-urban
areas.,

Finally, looking through many win-
dows that Panabokke has opened in
his 1999 study, new thinking, new vi-
sions and re-discoveries in cascade-
based development would be neces-
sary. In this regard, scholars and plan-
ners in this subject area are also re-
minded of the need to shift their em-
phasis from the single purpose of us-
ing tank water for irrigated paddy cul-
tivation, to multiple use of that water
for social, cultural and economic ad-
vancement of the village communi-
ties. It is high time to challenge the
long-prevailed misconception that,
tank water is meant for gravity-guided
irrigated paddy cultiviiﬁon only.
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260,376 or 10.8% living in 19 towns at

the first Census of Population in 1871!
increased itto 3,192,489 or 21.8% in 1981 liv-
ingin 134 administratively? recognized urban
areas. However this has dropped to 2,466,474
or 14.6% living in 45 towns in 2001, Only
Municipal (MC) and Urban councils (UC) are
considered as urban in 2001 by the Department
of Census and Statistics. The enumeration has
covered only the towns falling with in these cat-
egories situated in Provinces other than North
and East butincludes Ampara which s an East-
em Province District, This is due to the impossi-
bility of carrying out the enumeration in full in
those seven Districts. The Department has
dropped all Town Council (TCC) areas created
under the Town Councils Ordinance No. 3 of
1946, “as they are considered”? rural after the
establishment of Pradeshiya Sabhas (PS) un-
der the Pradeshiya Sabha Act No. 15 of 1987
(PSA). The above drop has occurred in a situa-
tion where the average annual growth of Urban
population inthe given 45 towns is 1.4 percent
oris above the growth of the national population,
an experience unprecedented in the Urban
Sector. In all past Censuses a higher urban
growth has resulted from either declaration of
new areas as towns or enlargement of the physi-
cal area of existing towns. The definition fol-
lowed by the Department of Census and Statis-
tics is not their own invention. Even the Report
of the Commission of Inquiry into Local Govern-
ment Reform- 1999 shares the same opinion.
According to it” there are three types of Local
Authorities namely Municipal Councils, Urban
Councils, and Pradeshiya Sabhas. Generally
Municipal Councils have been established for
cities and large towns, urban Councils for less
urbanized areas and Pradeshiya Sabhas for rural
areas ** Section 6.2.2.1 of the report further
states that“itis revealed that by the adoption of
Urban area classification under Municipal coun-
cils, Urban Councils and Town Councils Ordi-
nances the Urban Population which was calcu-
lated as 21 p.c.in 1981 , had dropped to 14.8
p.c. in the same year, consequent to the aboli-
tion of 83 town councils and inclusion of these
areas as sub - offices by the Development
Councils. The Country's Urban population in
1994 was 15.5 p.c. (this however excludes the
Northern and Eastern Provinces. After the es-
tablishment of Pradeshiya Sabhas from 1998
these institutions have been classified as rural
areas whereas in fact they are composed of
urban and rural areas. On the establishment of
Pradeshiya Sabhas former Town Councils are

SriLankawhioh had an urban population of

-lmphcat:ons of the census of population - 20071 -

E.H. Premaratne *

included in Pradeshiya Sabhas , although they are
defined as Town Councils in the now defunct Town
Councils Ordinance “5 However this pro Urban
growth which may be the first in our history has
been distorted as aresult of the standing taken by
the Department of Census and Statistics. The above
approach of the Department of Census and Statis-
tics and the Report of Commission of Inquiry into
Local Government Reform -give rise to three is-
sues, namely:-

1. The PSA has repealed the TCO.
2. PSA has defined the old TCC as rural.,
3. This has reduced the share of urban population.

REPEAL OF THE TOWN COUNCIL
ORDINANCE

According to S. 234 of the Pradeshiya Sabha Act
(PSA) No. 15 of 1987 itis not only the Town Coun-
cils Ordinance that is repealed but also the Village
Councils Ordinance, Therefore itis rational to hold
that PSA abolished not only TCC but also VCC
and created an entirely new Unit. The objective of
the PSA is not the creation of arural local authority
amalgamating the former village councils and the
Town Councils but to create a community level
organization “with a view to provide greater oppor-
tunities for the people to participate effectively in
decision making process relating to administration
and development-activities atlocal level. To specify
the powers functions and duties ofthe such Sabhas,
and to provide for matters connected with or inci-
dental thereto".® As aresult of this the number of
local authorities in the country were reduced from
682 consisting of 12MCC, 39 UCC, 83 TCC and
509 VCC in 1981 to 309 consisting of 14 MCC
37 UCC and 258 PSS The fast combined the 83
former TCC and 509 VCC, From an integrated
development point of view this is a healthy sign as
it reduced the number of planning units thereby
facilitating the decision making process except for
theillogical nature of boundary formation. This may
be compared with the county councils in Great
Britain, which consist of both rural and urban areas.

Although the above sources hold thatthe TCO was
repealed in fact the PSA is in essence a combina-
tion of the provisions contained in the TCO and the
VCO,. Some provisions found in parts Ill, IV, and
V of the TCO have been included in the corre-
sponding parts. On the other hand one who seri-
ously studies the PSA along with the TCO and the
VCO is sure to come to a different conclusion.

Anather opinion: popular among the Sri Lankan
professionals is that MCO, UCO, and TCO pro-

*BA., MSc. Town& Country Planning (Life member CPA)

vide a definition or at least a guidance towhat an
urban area is. They based this view on S. 2 of
the TCO/UCO which empowers the Minister to
declare any area which by reason of its devel-
opment orits amenities is urban in character to
be atown”. According to Prof, Willie Mendis “in
SriLanka Urban Statusis conferred on an area
by the Minister in charge of Local Govemment
purely for Local Government administrative
purposes . Ministerial discretion seems to have
been based on the nature and development (of
the locality) or its amenities and urban character
. Accordingly the Municipal, Urban, and Town
Council areas were termed as urban and used
in such a context for purposes of computing
Census data and for governance™ . In fact al-
though this statementis true for urban councils
and (8.2 UCO) and Town Councils (.2 TCO),
it does not apply in case of Municipal Councils
as Sec 2 of that Law simply empowers the
Minister to declare any area to be a Municipal-
ity, define the limits of the Municipality and as-
sign aname and a designation to the Municipal
Council. Therefore if Pradeshiya Sabhas are
designated rural simply because the PSA does
not designate them urban for that matter Munici-
pal Councils also should not be treated as Ur-
ban because it only empower the Minister to
declare areas as Municipalities without any ref-
erence to the development and amenities and
the urban character thereof as in the case of
other two. However a deeper analysis of the
relevant enactment would provide a clearer pic-
ture. Although S.2 of UCO and TCO refers to
‘its development or its amenities “which are
‘urban in character” in declaring them as a UC
oraTC these legal terms are too vague to be
considered as a definition of an urban area. This
definition itself rests on the definition of what is
urban character and development. India where -
a very precise definition of Urban area is in
force considers an area with a density of 390
persons per sq. kilometer , with pronounced
urban characteristics and at least three forth of
the male population employed in pursuits other
than agriculture™®

DEFINITION OF URBAN AREA

“Professionals generally hold that the term

Urban” has not been adequately defined so as to
identify an urban area and classify them by sta-
tus. First to discuss the issue was the depart-
ment of Census itself which held that : it is
very difficult todefine the term urban and area”
especially in a country like Ceylon, where the
traditional economic heritage is agriculture, to
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tration of all matters relating to public

health, public utility services, and public thor-
oughfares and generally with the protection, and
promotion of comfort convenience and welfare
of the people and the amenities of the area™."®
This object clarifying section is not found in the
VCO .Thus a PS shares an important common
object with the higher urban areas in the country.
. While under the TCO the powers given in
Parts [ll, IV and V could be implemented only
within the TC boundary now under the PS sys-
temthey are enforceable throughout the PS which
are very much larger than the TCC. The total
area of TCC in the country was 448.2 sq. kilo
meters whereas the PSS cover an area of
60,779sq.kilometers.

Itis pertinent o elaborate the Section further. This
obligation entrusts the PS with the protection and
promotion of convenience and comfort in the
area. Such ameasure is not required in all local
authorities. Itis a requirement created by densi-
ties which leads to the restraint of the natural
environment due to the pressure exerted by over
utilisation of natural amenities requiring the supple-
mentation of the same by man made amenities.
Such asituation does not occur nomally in rural
areas where densities are bearable to the envi-
ronment. Average population density in rural
areas is 1.8 persons per Ha. In 1981 whereas
in urban areas it was 33 persons per ha. To meet
this requirement the PS is given powers de-
tailed in Parts lll, IV and V, which are listed
below.

1.0. Partlll Powers and Duties with regard to
thoroughfare.

Preparation of a Street-line scheme within
3 years.

Construct new streets and improve exist-
ing streets

Obtain gift of lands required for this pur-

1.1,
1.2,
13.

pose.
Dispose discontinued streets and take land
adjoining new streets for building purposes.
Construct roads for the benefit of individual
property owners.

Maintain vehicular communication.
Cuttrees.

14.
1.5.

1.6.
1.7.

1.8. Power to remove ruinous and dangerous
buildings. -

1.9. Control erection of buildings abutting public
streets.

1.10. Demarcate building limits.

1.11. Remove unauthorised buildings.

1.12. Acquire adjoining lands for owners of land
falling within the building line.

1.13. Preventinjury tostreets.

1.14. Prevent nuisance on thoroughfares.

1.15. Recover expenses caused by excessive
traffic.

2.0. PART IV. Public Health.
Power to

2.1 Apply Nuisance Ordinance and Housing and
Town Improvement Ordinance.

2.2 Make publicdrains.

2.3 Remove insanitary buildings.

24  PreventNuisance.

25 lcensing of slaughter Houses.

26 Maintain public utility services.

Except the power to maintain public utility services
which are found in the VCO also all others are
common to MCO, and UCO also. It should be
noted that these powers are granted to deal with
situations arising from the level of development and
urban character in amenities given in the section 3
and 4. ofthe urban Local authority laws. Thus there
are powers peculiar to urban local authorities. True
that the MCC enjoy greater autonomy in most of
these situations. But what is importantis that unlike
in the case of former VCC these powers can be
implemented in every part of the PS. Not only that
animportant provision is that S. 78 of the PSA that
provides for the application of the Nuisance Ordi-
nance and the Housing and town Improvement
Ordinance within the jurisdiction of the PS. This
empowers the PS to use planning control powers
in the latter act and to create a physical environ-
ment for better housing. Thus they can prepare a
zoning scheme under S. 28 of the Housing and
Town Improvement Ordinance if necessary. It is
important that a Local Authority can use planning
powers, o protect and promote comfort and conve-
nience of the people physical planning powers are
essential. This could raise the productivity of urban

distinguish for purposes of statistical  Table-I  Change In Urban Population and Number of towns land as well as physical qual-
comparision as “urban area“froma by status 1871- 2001. ity of lifein alarger areathan
rural area * the old TC areas which ex-
Census | Total Pop. | Percentage Number of Towns by Status. tended only over a total area
Although at aglance it looks simple Year of total Pop. | MCC | UCC | TCC | Total |  0f448.62sq. kilometers of the
todefine legal terms certain terms island. izi
are so complicated by nature they }gg: ggg-ggg gg'g 19 cess cﬁitti':\i:r:at?lfnt?rgg:
can be comprehended only by study- 1891 321413 107 gg sprawl being a common fea-
ing the whole legal enactment. Ado- | 4g04 414,025 16 28 ture in the process of urban-
cal authority ordinance is one such | 4944 541,945 13.2 3§ ization in Sii Lanka thisis a
Iaw.. A common section to all four 1921 637,870 14.2 42 very favourable legal basis to
Ordinances except the VCQ is sec. 1931 737,272 13.9 42 extend amenities urban in
4in MCO, UCO, TCOand S. 3of | 1946 1,023,042 15.4 42 character tosuch areas. The
PSA. It states that a Municipality, a | 1953 1,239,133 183 43 above two acts and the pow-
UCaTCoraPS ‘bethelocal au- | 1963 2,016,285 19.1 10 34 | 56 | 100 ersinpartsll, IV and Vinthe
thority within the administrative lim- | 1971 2,848,116 224 12| 39 | 84 |13 PSA lay the foundation for the
its of the MC, UC, TC or PS area ;gg} g’lgg'zgg ﬂ'g g gg =3 12; PS to have adequate techni-
(as the case may be) charged with Gl 3 = cal support in the form human
the regulation, control and adminis- ~  gouree -~ Census Reports. resources to deal with the le-

gal responsibilities in the area.
Its financial resources can be enlarged by ex-
panding the builtup areas, through rales. Infact
the unified administration although a PS consists
of several units based on the pre amalgamated
period, for administrative purposes now the PS
can integrate its financial and man power re-
sources to extend ifs service network to alarger
area than the old TC area. Infact S. 19 (xxii)
provides for ‘integrated development of selected
villages”. It also should be noted that govern-
ment policy as well as donor agencies have
recognized PSS as urban areas for purposes of
investment in urban infrastructure and both in
1991 and 1998 development under the Asian
Development Bank funding program. in 1991
PSS of Monneragala, Tamankaduwa, and
Beruwala were selected for donor funding in
infrastructure development. in 1998 the PSS of
Hikkaduwa, Akuressa, Tissamaharamaya,
Ambalantota, Hingurakgoda, and Embilipitiya
have been selected on the basis that they area
among the Urban Local Authorities with the *
greatest potential to contribute to national and
regional economic development™!

LOCAL AUTHORITY FUNDS

Another important difference between Urban and
Rural local Authorities (ULAA and RLAA) is the
power to collect rates from properties on the
basis of the annual value thereof.S.230 of MCO,
S. 160 of UCO and S.159 of TCO have given
a general power in this respect. However in
.case of PSS rates are chargeable only from
properties lying in areas declared to be built up
areas by the PS with the approval of the Assis-
tant Commissioner of Local Govermment. When
Development Councils were replaced by PSS
S.16 (4) thereof provided for all "rates , taxes,
duties, or other charges levied by a Develop-
ment Council in the exercise ofits local govem-
ment powers with respectto a Pradeshiya Sabha
area shall with effect from the date appointed
under S.1 stand transferred to ,and vestin the
Pradeshiya Sabhas as constituted for that
Pradeshiya Sabha’. Thus the TC areas within
the PS became rating areas while new built up
areas can be declared under S.134 (1) The
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urbanization pattern in Sri Lanka indicates that
such built up areas usually form around exist-
ing urban centers, specially when the town is a
larger one. This process can be clearly seen in
the Western Province and other larger towns
such as Kandy, Galle , Kurunegala, and
Ratnapura for example. In addition to there area
a large number of isolated centers which de-
serve urban status without which the allocation
of human resources required for the running of
urban amenities is impossible. example
Embilipitiya, Medawachchiya, and a large num-
ber of Mahaveli towns can be listed under this
category. Most of them are at present declared
as built up areas. Thus built up areas are urban-
izing areas, which receive urban amenities for
which they pay user charges in the form of
rates. According to S. 6 (3) of rating and valua-
tion Ordinance No. 30 of 1946 rate is a charge
made for the provision of services. The term
services according to ULA enactments include
maintenance of drains, public latrines provision
of conservancy services, collection of garbage,
maintenance of roads and prevention of nuisance.

o Voer e TABLE I -POPULATION DENSITY OF TOWNS
P s BY TOWN CATEGORY -1981.

ment experienced

aslowgrowthuntil [ tota Total Num | Total | Total Pop.

the Donomoughr of towns | Area * | Population Density

Reforms which Ha. 1981 | persons/Ha

gave Dominion = :

Status with an ex- 12 21,040 1,304,846 62

ecutive Committee | Urban Councils 39 | 33340 | 898466 27
Town Councils 83 44,816 989,177 22

system of Govem- ,

ment. A signficant All towns 134 99,786 3,192,489 33

eventintheurban- | gaseq on Appendix/3(a), (w) and (1) of Local Government in S Lanka by Prof.

ization process is
the enactment of
the Town Councils
Ordinance No.3 of
1946 by the then Minister of Health and Local Gov-
erment Mr. S.W.R.D. Bandaranayake. Se.tion
.2 of the above enactment empowered the Minister
todeclare * any area which by reason of its devel-
opment or its amenities is urban in character, to be
towns for purposes of this ordinance’, Between

W.M.G.J. Mendis.

population density.

The above average density in TCC per ha. is 12 times larger than the rural

Thus 70 or 84.25% of the towns came upin
areas dominated by peasant and small-holder
plantation agriculture . Thus it was complimen-
tary to the new smallholder plantation agricul-
ture. Thus it was complimentary to the new
surge in the peasant economy based on the

These services are required to make life com-
fortable and convenient only in areas where
owing fo higher densities individuals cannot them-
selves provide them. Such a situation arises
onlyin higher density built up areas and urban
areas.

The rural area of the PS is subjected to an acre-
age tax only. This is a provision borrowed from
the VCQ. Thus PS clearly is a hybrid unit of
urban and rural areas although all do not com-
pose of old TCC and VCC. The PS is at liberty
tohave the urban part declared as buift up areas.
Thereis no guideline to demarcate the bound-
aries of aBuilt up Area. Sothe PS is at liberty to
demarcate it considering the future settlement
pattem based on even expert opinion.

Asthe PSis unified for administrative purposes

they continue to have the old VC or TC units

separately administered and therefore there is
no difficulty in identifying the old TC areas for
enumeration purposes. In this context the argu-
mentofthe Department that old TCC have been
extinguishedis illogical.

REDUCTION OF URBAN POPULATION

Towns which arose as service or administrative

1871 and 1946 the number of towns increased from
191042. Between 1946 and 1971 it rose to 134 by
92 and 83 of this number were TCC. Ofthe urban
population increase of 1824777 between this period
857,339 or 46.9% were resident in TCC declared
under the above act. Of the 83 TCC 36 or 43.3%
was in the dry zone while 34 (40.9%) are in.the
Western Province and Galle and Matara Districts.

Table Iif - Urban Population in Sri Lanka by Town Status and Poupulation size -1981

.

"Statusof POPULATIONSIZE ‘00
Town
Over 50 20 10 5 2 Below | Tofal
100 | 99,999 | 49,999 19,999 | 9,999 | 4,999 | 2,000
Municipal 03 03 06 - 12
| Urban 02 - 13 13 08 02 01 39
Town - - 13 21 21 26 02 83
Total 05 03 32 34 29 28 03 134

Source:- General Population of Census- 1981- Department of Census and Statistics

rehabilitation of the ancient irigation system. The
following Table gives the change in urban popu-
lation and the number of towns between 1871
and 2001 by administrative status .

It seems that although the number of towns grew
continuously up to 1971, not a single new town
has been declared , since then despite the sig-
nificant changes in the socio - economic forces
inthe country in favour of a non- agricuitural set
up and the rise in educational standards which
fosters higher density settlement formation. This
was given a great impetus by the introduction of
the free market economy in 1977. Professional
opinion is that Sri Lanka's Urban population is

1 very much higher than what the 2001 census

reports. Prof. Willie Mendis holds that * the
Country's Urban Population is 22-30%" *2,
while the UDA thought it is about 34% .How-
everinthe absence of alegally acceptable physi-
cal unitto represent the actual population growth
such an estimate also is rather vague.
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The above estimates based on the practical ex-
perience of dedicated professionals and authori-
tative institutions very well matches with the
change in the economic and social factors dur-
ing the last three decades which are definitely
pro-urban. In the sphere of economic change it
should be highlighted that the GDP which com-
posed of primary sector (30.7%) secondary
sector (23.6%) and services sector (45.3 %) in
1978 changed its profile with the primary, sec-
ondary and services sectors respectively con-
tributing 20.9%, 27.9% and 51.2% in 1996."

The rise in the service sector which is the life.

blood of urbanization in Sri Lankahas reflected
itself in the rise in urban population. Employment
pattern by sectors as seen from the following
information at least partially represents the above
situation. The share of agricultural employment
which was 52.9% in 1963 droppedto 36.8% in
1995' . However though this dropped further in
1997 to 35.4% again it rose in 1998 to 38.2%
The number of employees per GDP unitin pri-
mary sector rose from 53,592in 1978 t0 64,678
in 1998 thus representing a lower per capita
income and an over employment situation in the
primary sector. This indicates a great economic
decline in the rural sector. In the absence of a
proper approach toenumerate urban population
how this can be physically represented in de-
velopment policies is the issue in question.

The justification of the existance of TCC as a
seperate unitis supported by the information in
the Table .

However the generak acceptance that the status. .
of towns are arbitrary can be agreed in consider- -

ing the grant of status without regard for the popu-
lation levels of the towns as seen from the fol-
lowing table which gives a picture of towns by

population size and status.

This shows that there is hardly any relationship
between the population size and the status of towns.,
atleastin case of towns above 10,000.Legal jus-
tification of maintaining a hierarchy of status is to
provide different levels of services and conve-
niences for which different rates, taxes and levies
can be made from property owners. If the demand
for different levels of services isbased on the
affordability of the property owners who pay a higher
price for better serviced lands this is reflected in
population densities in a free market economy and
larger the population larger being the networks that
have to be maintained by a Local Autharity greater
must be the powers and autonomy such a council
should hold in order to meet this demand. However

classification of urban areas has not considered this

requirement.
CONCLUSION

The above discussion adequately indicates that itis
adistortion ofthe urban profile in the country to
consider PSS as rural as PSA is a law applicable
to both urban and rural areas. There is nothing to
direct them as rural in the Law and therefore the
Department's standing is arbitrary,

However the implications of this is significant if at
all statistics are an important infrastructurein policy
formulation and decision making. Declaration of an

urban area s basis for user charges according to .

Rates and Valuation Ordinance S.6(3). High den-
sity settlements cannot be livable without the pro-
vision of common amenities and services. If an
average density of 22 persons

Itis generally accepted that leve! of urbanization
represepts the physical quality of life of a country. A

sudden dropin urban levels in the country could
reflect the country's physical quality of life fow
or gone down.

Therefore there s still a possibility of correcting
this situation as old TCC are identifiable sepa-
rately on ground and they are
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