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TRENDS

Split in LTTE?

Rivalry within the LTTE
was the cause of the Feb-
ruary 10 bomb at the
Jaffna Hospital, according
to military and government

Sources. Prabhakaran had

been faveuring Pottu Am-
man, the Tiger intelligence
chief, to the annoyance
of Mahattaya, the supre-
mo's deputy, and the bomb
was meant for Mahattaya,
a military spokesman told
the weekly press briefing.

When it was suggested
by a journalist that jt
would be more logical if
Mahattaya had tried to
eliminate Pottu  Amman,
cabinet spokesman Ranil
Wickremasinghe said that
Pottu  Amman may have
been attempting to con-
solidate his position.

Question: could it pe a
third force, RAW for in-
stance? Neither the military
nor the government was
aware of a third force.

Mahattaya was due to
visit the hospital on that
day but did not do so.
The bomb injured two
others; one died.

PM unaware

Prime Minister D B Wije-
tunge told Parliament in
8nswer to a gquestion that
he was unaware that em-
ployees of Lake House had
requested a “peoplisation’’
of that institution. A sec-
ond question asked by
Mr Nimal Siripala de Silva
(SLFP) was whether the
Prime Minister would take
steps to peoplise Lake
House in keeping with
government's  policy of
”peapmyng" (privatising)
state  Institutions. * That,
Mr  Wijetunge said. did
not arise.

Briefly . . .

Death toll
Documents
army in Operation Vanniwic-
krema Ill at Vawvuniya have
revealed that the the Tigers
lost 5,000 fighters since 1982,
This figure excluded the ‘baby
brigade’ and 'special task oper-
atives, an army spokesman said.
Security forces destroyadthres
LTTE bases in the ten day ape-
ration. Twenty four light tanks
weore used for the first time.

Police join army

Sixteen thousand policemen
have been deployed in the
north-sast to supplement the
army fighting the LTTE. The
police will man areas clear-
ed of Tigers by the army.

SLFP joins in

The SLFP Central Commti-
tee has decided to join other
Opposition parties in future in
their protest campaigns on is-
sues such as cost of living, pri-
vatisation, human rights, unem-
ployment, waste and corruption.

TUs demand bank probe

A Joint trade union rally
demanded a parliamentary se-
lect committee probe into the
“bad debts” of the two state
banks running inte billions of
rupsas. In  addition to the
Ceylon Bank Employees’ Union
the trade unions at the rally
represented the SLFP and all
Laft partiss.

PM to bank union

Prime Minister and Finance
Minister D B Wijetunge has
written to Ceylon Bank Em-
ployees Union President T Ru-
siripala that the government
will not convert the two stata
banks inte companies under
the Companies Act.

What the government will do
is:  “Provide the necessary
autonomy and flexibility to
enable the two State banks
to conduct their business oper-
ations by suitably amending
the Acts of] incorporation™.

Probe estates

The Ceylon Estate Staff's
Union has called for a probe

seized by the

T Shd causes ol the huge
losses of the state plantations.
“We are not out of times to
request the appointment of a
commission', says union pra-
sident Kingsley R Robert in
staff News, the union journal.

Change in climate

Mr Lalith Athulathmudali,
one of the Ieaders of the
Democratic United WNatignal
Front (DUNF) told a public
meeting at Polonnaruwa that
there was now a complete
change in the political climate.
after they had left the UNP
government six months ago’

"We assure you thar wae
will not allow the govern-
ment to take the country into
anather reign of terror or to
recreate bogus JVP violeneca,
We will not allow it to shr-
oud the whole country in
fear which we have removed
in six months”, he said,

Explaining the significanc e
of the new party's symbol,
the eaglea, Mr Athulathrmudal
said that political observars
were of the opinion that the
DUNF will be the most po-
werful party  within a shart
time and would capture po-

| wer in record tima,
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LOCAL

POLITICS OF GLOBAL ECONOMICS

THE COMING

CRUNCH

Mervyn de Silva

he Sri Lanka Aid Group

meeting in Paris was a ma-
jor victory for the Premadasa
administration - but only becauss
it was a serious setback for the
Opposition, especially the ‘dis-
sident’ UNP breakaway group
now known as the DUNFE. Along
with the SLFP, and some Left
parties, strongly supported by
several NGO's, all closely linked
to the “punish Premadasa’” camp
of some Eurepean and Common-
wealth donors, the DUNF felt
certain that this campaign would
result in a major aid-cut. The
weapon of course was “"Human
Rights".

While this campaign did cre-
ate an unfavourable climate pre-
Bariz, the World Bank-and-IMF
argument that Sri Lanka's over-
all performance in response to
the "structural adjustment” pro-
gram, was satisfactory and en-
couraging, carried the day. In
this, the US, the sole super-
power, played an important sup-
portive role.. . in keeping with
its own strategy of global eco-
nomic integration. The IMF and
the Waorld Bank are NOT crea-
tures of the US government but
American influence is increa-
singly all-psrvasive. Which is
why the ‘new’ Russia has expres-
sed a desire to become a member.

Precisely because Sri Lanka
has received the aid, the gov-
ernment must now push through
the economic reform  program
even more resolutely. And that
will bring in it wake new
political troubles. Or more ac-
curately trade union pressure.
But the trade upions in these
areas are party-cantrolled or poli-
ticised | refer to the banks and
the plantations, the tea estates
primarily. i

The political-propagandist on-
slaught on the government, with
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the impsachment motion as the
climax, and the overthrow of
the Presidency as the objective,
failed in its over-ambitious maxi-
mal aims. It is no longer pos-
sible for tha “'dissidents”, now
out of parliament and party, to
plan a re-run of that particular
scenario.

The battleground cannot be
Parliament. It has to be extra-
parliamentary. It cannot be plan-
ned or led by one oppositional
force, not even the SLFP, crip-
pled by intsrnal cenflicts and
demoralised by Mrs. Bandara-
naike's illness. The sescond as-
sault has to be of a different
kind, perhaps extra-parliamentary
but not necessarily with a clear

political aim. It has to be a
combined assault, led by an
alliance, perhaps ad hoe, of

party and non-party forces.

The events of the past manth
have created a new situation.
In the current Scene, the eco-
nomic has edged out the fami-
liar political, and the trade uni-
ons have been re-activated, par-
ticularly the bank unions. Even
the weather has made a con-
tribution, the drought in the
south. The battle frants are the
State-owned banks and the plan-
tations, two sirategic sectors.
On both, external rather than
internal agencies have been do-
minant... the IMF and ‘\World
Banl. Privatisation and commaer-
cialisation are the recommended
IMF-IBRD remedies. Economic
“rationalisation’ is another word
for cutting the fat from a swaol-
len labour force. That means
lay-offs — an irresistible invita-
tion ta trade wunion agitation,
and action. That certainly is the
prevailing mood in the State-
run Bank of Ceylon and Peoples’
Bank.

Already a nervous managemaent

has issued denials, and re-as-
sured & restive trade union
leadearship.

In the plantation sector, the
agitational cry is the perhaps
more dangerous anti-lndian, anti-
Tamil, anti-Thondaman slogan.

In the plantations, still the
island’'s main exchange earner,
the economic merges into the
ethnic, a2 deadly mix. Just the
news that Indian firms like Bir-
las and Tatas would bid for
management contracts brought
forth a hysterical warning yall

from the SINHALA DEFEMCE
LEAGUE. It would bs another
"EELAM', a MALAYNADU, a

mini-state under the control of
the big naighbour. Intarestingly
gven the supposedly non-com-
munal liberal DUNF, the favou-
rite son of sevaral foreign mis-
sions, could not resist the temp-
tation to join the anti-Indian
chorus &s a continuation of the
anti-Thonda campaign launched
whan Minister Thondaman an-
nounced his "'peace mission”
to Jafina and talks with LTTE
supremo Prabhakaran. (Thonda-
man of course mada the tacti-
cal blunder of also announcing
his plan for a negotiated set-
tlement).

The drought-hit country tea
gstates are in the south, the
old J.V.P. terrain. Reacently
Flantation [Industries Minister
Rupa Karunatilleka met a depu-
tation from the Private Tea

Factory Owners Association. The
PTFOA warned the minister
that about a million people rely
for their livelihood directly or
indirectly, on this industry. 110
factories have been closed. Low
grown tea, produced in about
300 factories, always enjoyed
a steady market in the Middle-
east and the Sowviet Union. One
of the largest buyers was lrag.
UM  sanctions had restricted



Iragi purchases, though Jordan
was buying mors.

Quoting a Treasuty official,
Reuters reported:

“'Sri Lanlka's cash-strapped
economy will bhe in serious
trouble by the middle of the
year if tea prices continue
to fall and drought pers-
ists, ... we will face a
severe cash crisis in June. . .
the governmeént would spend
between 300-400 million ru-
pees on drought relief and
connected items. A similar
amount would be lost in
production shortfalls in tea,
rubber and coconut. In Fri-
vatisation of coursa is a crucial
item- in the structural reform
program. The Bank representa-
tive at the Paris mesting said;

“Another major component of
the Government's reform program
is its commitment to privatise
all commercially-oriented public
sector activities. A good start
was made in 1990-81 with the
privatisation of a number of in-
dustrial enterprises and the bus

companies, and the process is
continuing in 1992. Fast privati-
sation is required if the twin

objectives of reducing the fiscal
deficit, and encouraging private
sector expansion are to be
achieved in the near future.
Important tasks ahead include
expeditious action to privatise
not only the remaining manu-
fscturing enterprises but also
enterprises in the service and
trading sectors..... & special
case of the need for increased
private sector participation,
cause of both its economic and
social impact, is the publicly-
owned ftree-crop sector whers
the government has decided to
enter into contracts with private
enterprises for the management
of the estates. The estates ara
currently generating large losses,
and are an important source of
the losses of the Government—
owned commercial banks'.

Thus the plantations-State
banks linkage. The Warld Bank
““understands the political

sensitivity’' but warns that
the international experience
with this approach of private
management contracts’’ not
not been ‘“‘successful’ where

ba- .

the ownership has remained
in the State sector.

The Bank is also cencerned
about the “costs of the civil
conflict”. The most obvious
economic cost include; “foregone
production, and loss of physical
assels, increased military expen-
ditures, and lowered investmeants
as investors |lose confidence’.

Ancther basic aim of the
‘structural adjustment’ is pub-
lic sector reform, meaning reduc-
ing staff. The agencies were
glad about the 10% reduction
through voluntary retirement with
generous Severance payments.
But more cuts are urged.

On the banks, the Prims Minis-
ter (Finance Minister) provoked
a heated controversy when he

used the term “insolvent” in
relation to the 2 banks, Bank
of Ceylon and Peoples Bank.

In & strongly worded statement,
the Bank Employees Union. Presi-
dent, Mr. T. Rusiripala challen-
ged the official statements and
condemned any attempt to reduce
staff. When a Union delegation
met the Prime Minister. Mr.
Wijetunge stated:

At the discussions the Prime
Ministar assured the Union that
the government at no stage
decided to convert the two Sta-
le Banks into Companiss under
the Companies Act. The govern-
ment's intention is to commer-
cialise the two State Banks and
strengthen them by providing
additional capital and also to
meet the loan-loss provisioning
requirements in terms of the
Central Bank's guidelines and
or in terms of international
banking standards.

The Prime Minister indicated
to the Union delegation that
this was what he precisaly
stated in his statement to Parlia-
ment. He regretted that various
disgruntled elements are distort-
ing the actual position and try-
ing to mislead the people and
also  the international com-
munity. He assured that the
bank employess nesd not have
any fears with regard to their
future. What the government
proposes is to amend the two
Incorporating  Statutes of the
two Stale Banks and provide
operational autonomy so  that

the banks could compete on
equal terms with the other com-
mercial banks and render =&
better service to the peopls,”

The Ceylon Bank Employees
Union Delegation requested that
they be consulted before the
amendment to the law is finali-
sed to which Prime Minister
agreed., The Ceylon Bank Emplo-
yees Union expressed their ap-
preciation of the steps that are
being taken by the governmentand
assured the Prime Minister their
fullest co-operation to the gov-

ernment in  restructuring  and
commercialisation of thas two
state banks.

The SLFP however has de-
manded an indepondent Com-
mission to inguire into the

affairs of the two banks.

The Sri Lanka Freedom Party
is to demand that a Special
Presidential Commission be ap-
pointed to inguire inte ths
affairs of the Bank of Ceylon
and the People’s Bank which
are currently at the centre of
a controversy' over insolvency
and restructuring,

The SLFP will also demand
that the commission should
hold this inquiry in public, that
the offenders be identified,
their identities and econduct
made public and that thay be
at least deprived of thejr civic
rights, for the purpose of clean-
sing public life and as a deter-
rent to others.

In all recent statements of
the main Opposition partiss.
these 3 issues (privatisation
and retrenchment, banks and
plantations) figure prominently,
just as these have become
slogans in protest demos of the
Opposition and the unions. As
the old-fashioned Sri Lankan
“socialism™ (State capitalism-
cum-social welfarism) is being
dismantled, weather gods con-
tribute to a marked change in

the political weather. Mr. Pre-
madasa has survived tha im-
peachment, and there is no
personality strong enough to

challenge him but the prassures
released by ‘‘structural adjust-
ment” puts the Presidency under
attack from diverse, but some-
times overlapping social-political
forces.



THE WAR (1)

The Generals speak

66

he primary internal secu-
rity force is the 25,000
person police force/which inclu-
des 2,000 police commandos in
the Special Task Force (STF).
The para-military Home Guards,
charged with providing security
against LTTE attacks for Muslim
and Sinhalese communities in

tha north-sast number about
8000-10,000. Except for Mus-
lim Heome Guard contingents,

sacurity force personnel are ovar-
whaelming Sinhalese, The Sri
Lankan army has carried the
brunt of the fighting with the
LTTE. The continuing need for
larger forces to prosecute the
north-east war and severe bud-
gatary restraints have resulted
in substantial numbers of army
troops being poorly trained and
inadequately armed and equip-
ped.

(U. 5. State Dept. annual

report on S. L)

The Sri Lankan armed forces
have ‘come of age' is the con-
clusion of an Indian enalyst S 5
Mishra, whose brief assesment
appears in this issue. It is not sim-
ply the professionalism that has
seen 8 marked improvement. MNor
the use of a more modern and sop-
histicated weaponry, now more
freely available to the services.
It is the total approach to the
internal conflicts, and itsToverall
impact on Sl Lankan § society,
the political nature of the armed
revolt, and its external entang-
lements. The following are ex-
cerpts from interviews -published
in the SUNDAY OBSERVER, and
the SUNDAY TIMES.

Gen Hamilton Wanasinghe
JOC Commander

Q: The widely predicted Jaffna
operation /s seen by defence
analysts as the ultimate testing gro-
und of the Lankan security forces.
How well prepared are your troops
for the big push to Jaffna?

A We are always ready for war
When the appropriate time
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comes, vou'll see how well

prepared we were.

0  As you prepare for an inevi-
table econfrontation, you must be
cancerned about the operations
of the enemy intelligence. Does
the LITE know what to expect?

A: The LTTE knows what we
have and what we're capable of
doing, and it Knows it can't
match us when it comes to a
conventional war. Therefore they
may go to the extent of trying to
delay our push to Jaffna. The
LTTE will not be able to thwart
our movements but the Tigars can
delay us by building defences
and obstructing our path.

Q: The population in the Jaffna
peninsula s estimated to be
around {one million. What steps
are you taking to minimise eivi-
lian casualties?

A: We jthave already warned
the people to move into safer
areas and take refuge in schoals
kovils and churches. We have
given uttermost importanca to
making sure that the civilian
casualties are minimised. We
don’t ask them to move out
from the peninsula but the pe-
ople can move out to safer areas
within the peninsula.

Q: What would you do if the
LTTE decides to wse civilians as
a human shield?

A . Well we will not attack but
wait. T]m LTTE can't go on
keeping' a human shield., Just

by winning the war, the prob-
lems will not be solved. At the
ond of the war, ws want the
people to be with us and say
these are our security forces.
I've instructed the troops to
treat the civilians kindly,

Q. What special advices have
you given the civilians to pre-
pare them for a;war situation?

Al We use a special radic
transmission and air drop ieaflets
to keep them informed of what

NEWS BACKGROUND

is happening, Wa've told
nat to panic but move
areas designated by us.

them
inta

0. Do you expect the troop
casualty rate to be very high?

A: In a war we've to expect
this. Since a large number of
troops are going to be invalved
in the Jaffna operation, the cas-
valties will be high but we'll
do our best to minimize it. We
hope to conduct the operation
phase by phase and with maxi-
mum care.

Q: What do you hope to schieve
through this operstion?

A Qur aim is to establish law
and order and get the govern-
ment machinery functioning in
Jaffna, We also want to free peo-
ple from the tyranny and the
shackles of the LTTE.

Q: Who is in charge of plan-
ning and comtrolling the military
operations?

A: The overall stategy is plannead
by JOC with the support of the
threg service commanders who
plan and execute the operations
through the divisional and ground
Commanders.

Q: Do you have full palitical
backing for your operations?

A: We don't exscuts any opar-
ation without the political app-
roval. War s a continuation
of politicis by other means.
We've received formal approval
for our operations.

0: How do you estimate
LTTE?

A: We reckon the LTTE asthe
best guerrilla arganisation in the
warld  with -the best training
and discipline.

the

Q: What iz your opinion about
Prabhakaran?

A: He has proved himself to be
a capable man who is leading
the LTTE in the battle against
the security forces since 1983,



a: If Prabhakarn agress to lay
down arms. give up his strug-
gle and show a willingness to
_ join the troops with his cadres
gccepting the Sri Lankan army
as the only national force,
would you accept him?

A: If he is willing to changs,
why not?

Q. Will you call for the backing
of other Tamil groups for the
JSaffna operation?

A Yes Groups like the PLOTE
and tha EPDP help us. We will
use them to move the civilians
into safer areas. Any group
which is willing to help us
can do so because this is a
united effort. The entire coun-
try must support this eifaort.

' [n what way can the coun-
try support the military?

A; The people should farget
their differences, paolitical or
otherwise, | appeal to people
to gather around their leaders
and make a united effort to
find a lasting political solution.

If there’'s a political solution

we'll call off the operations
and lay down weapons tomor-
row. #As | always say, the sky

is the limit if we all get toge-
ther.

As for the military effort, |
feel that the country is already
with us. There's no dearth of
sons and daughters of Sri Lanka
wanting to join the security
forces to defend their country

Q: When the Jaffna operation
is  finally faunched., wilf the
peaple know the correct picture?

A We'll keep them informed
just like the allied forces did
during the Gulf War.

Q: Do you think Prabhakaran
can be captured alive?

&: MNo. He'll never be caught
alive. Probably he’ll take the
very famous cyanide capsule,

Gen. Denzil Kobbekaduwa

Q:The talk in Colombo s that
your objfective is expansion?

A: It is a part of it, we have
made that very clear. We went
up earlier but we left this area
alone, hoping that there would
be a build-up. We know that
there are certain camps in this
area. Just now we have over-
run Vicky base which is just off
Shastrikulankulam.

Q: How far would that be from
your defence ling?

A: Five Kkilometres away.

O Have you gone to Sharstrikulan-
kulam before?

A:Yes we have been to Shars-
trikulankulam before, but wa
have never been to Vicky base
before. We are trying to gat
more information really. Right
now wea are consolidating and
in the afternoon before darkness
we will search the place to
find out logistics of the camp.
There have been some re-infor-
cements of the LTTE coming
into take their casualties away,
but they have been engaged by
artillery and air force.

Q. So basically it is a case of go-
ing forward and then coming
backs

A:l didn't say pull the troops
back. You see the FDL is a way
of clearing forward areas, for
expansion later on. So when
You are going to expand what
we are going o do is soma
thing you will see later on. To
expand the FDL is no problem
and if you give us three days
We can go to  Sinnathambany,
go across to Kullipankulam and
put the troops down, that is a
simple matter. But the develop-
ment waork takes some time
to really settle down. By having
a large amount of ground the
development can't take place,
| think it is much better to keep
tracps on the ground for the
offensiva rather than to hold
araund,

Q: What happened in your last
operation?

A: In the last operation we were
looking around, to see how thay
were performing and what they
would do. There ara certain areas
that we could go into, like what

wa did teday. It's the sama
operation but we did something

else, to get the tronps back
again on the offensive. Wa
waited to see whether they

would take us on the flank and
they did, so we knew that thare
was something in the MNorth, so
it .merely confirmed our informa-
tion. So we succeeded in the
last one by getting the inform-
ation that we wanted.

Q: In the present operation how
many Tigers do you think are in
the areas

A: No comment on that. | can
probably tell you later on but not
right now.

Q: Now today’s operation and the
last two days” operation is it the
same thing that is going on?

A:0Oh yes.

Q: Are you really moving into
Jaffna as the papers keep saying?

A:There is no way |am going
to tell you what we are going
to do, and where we are going
to do it. But, the North is north
from the FDL forward, tha area
where we are operating in. Whe-
ther it be Jaffna, Mannar, Mull-

ativu, it is not information yvou
will get from me, a military offi-
cer, or from the Government
either, | don't think they will

aver talk about that, As a gen-
gric term they may speak about
what we are going to indicata
the political picture, othar than
for that | don't think you ean
get anything else from us really |
can't comment on that.

Q: How long do you think it will
take to devalop the areas behind
the FDI?

A:So many factors come into it
Whether the money is available,
the resources have to come for-

ward, the people have to come
in and start the reconstruction
of their houses. We have to

rehabilitate them to get on with
their economic life. In the Man-
nar island where fishing iz the
economic life, a lot of people
want things like boats which
have been damaged. The minis-
tries are giving the necessary
assistance within the controlled
areas, but all these factors have
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to be taken into consideration,
How long doss it take to build
a road, it's an on-going thing.
| don't think they can keep up
with the directives given at the
moment. It isa good thing that
the  diraclives ara given
so that we would know at the
end of it really how long it
will take to rehabilitate and
reconstruct this area.

Q: Why did it take
Nellunkilam?

so flong in

A:lt only came under the con-
trolled area in Decembsr. The
LTTE may not have besn there
but it came under the controlled
area only in December, and the
GA had to get the people back
and start rebuilding. So it has
started. There are villages func-

tioning in the non-controlled
area. You have villagers funct
ioning anywhere even in tha

Morth, but it does not mean that
things have come back to nor-
maley. The damage to buildings
in Vavuniya has besn high. Some
of those buildings have been
damaged in 1985, especially thossa
along the MNellunkulam road. Now
people are coming back.

Q. In the refugee camp at Neelan-
kulam one refugee said that they
were caught between the devil
and the deegp sea.

A:That is a temporary period.
They can go to their fields but
they can't go to their. houses.
But we have refugees flowing in
to that camp from Madhu. There-
fore. | dont't ses that point you
are talking about.

0: Whife there is a military offen-
sive going on what do you think
of a political sclution?

A:That you have to ssk the
Government. [t is the stratagy
decided by the Government that
we are going on.

Q: 8o far when the Government
has asked you to stop the war
you have stoped. s that what
you will do even now?

A: A government decision is a
government decision. It is the
country’'s government, and we

have to obey,
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0: What is your present operation?

A: Wanni Wickrema three, which
is an offensive operation.

Q: Can you explain your hearts
gnd minds operation?

A: It is a simple strategy — one
is that you fight the LTTE mili-
tarily to destory them, and kesp
up the pressure to flush the
LTTE out. The other thing is
to win the hearts and minds
of the people who are totally
innocent of this, Thera may be
sympathisers or people who are
forced to belisve thai tha LTTE
is strong and the only people
who are their protectors. So one
is that you safeguard the peaple,
Win them onto our side, the
government side, and to ensure
that the minimum @amount of
casualties are sustained by the
civilians.

Lt. Gen. Nalin Seneviratne,
Governor MN-E Provincial
Council

Q. A full-scale military operation
in the Jaffna Peninsula is being
widely predicted. Do you think
the troops should take on Jaffna?

A IF | wers to talk in military
terms alone. | think we should
go for Jaffna. But the final
outcome has to be a political
golution. 1f | were in charge.
| would have sought clarificat-
ion on the political limitation
and work within them. Even
the tweo world wars were carri-
ed out according to political
guidance,

0: Taking into account the vast
popufation and logistical prob-
lems, couwld you still say a crack-
down in Jaffna is possibie.

A: There are different methods

and tactics through which we
can crush the LTTE without
harming the civilians. | retired

from the Army in 1988, so I'm
not fully conversant with the
capabilities of the enemy. The
LTTE can't teake on a national
army In conventional warfare
The security forces can smash
all the Tiger defences.

Q: By delaying the military push
to Jaffna, do you think the LTTE

will have time to prepare for a
counter-attack?

A: Ina conventional war, avary
day counts, The anemy can use
sach day to improve the guality
of its fighting strength, pre-
pare strong defences and all
other aspects of war. Militarily
speaking, we should give tham
the least possible time, but we
also must take the political con-
straints into consideration.

a: At a time when the troops
claimed to have broken the back
of the LTTE. do you think the
government must invite the LTTE
for peace talks.

A: From what | gather, the LTTE
will now favour a ceasefire or
a political dialogue. If the out-
come is good the government
will consider thess options., As
| said, finally it will only be
a political solution which would
bring peace. The military may
crush the LTTE. But in another
10 or 20 vyears the problems
will crop up =gain. Therefore
we must tackle the problems
after the military has contained
the LTTE.

Q: Do you believe that the
people  in the North and East
will bhe able to return to their
homes and live peacefully in the
near future?

A: The bullet can't rule forever,
Certainly there's a ray of hope

for peace. As soon as the
areas are cleared tha govern-
ment machinery must move in

to reap the best results and to
establish normaley. We're al-
ready doing this in many areas.
including Vavuniya whara more
development s taking place
now than in the last 20 years.
We have done more than just
achieving our objective.

Q: But if the LTTE favours a
political dialogue right now, why
is it continuing ambushes whers

more than 100 soldiers fhave
digd this year?
A: Those are guerrilla tactics.

Till there is a political platform
on which the problems can be
solved, any war will go on.
But | feal the government and
the miiitary are working closely
to bring a lasting solution.
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Gaining the upper
S. S. Mishra

In recent times the Sri Lankan
military has carried out a seri-
es of successful campaigns aga-
inst the Tamil Tigers who have
been locked in a violent con-
flict with the state. In this con-
text the latest revamping of the
Sri Lankan armed forces with
new changes at tha top of the

military establishment is note-
worthy. The government has
reconstituted the Joint Opera-

tions Command (JOC) in a bid to
adopt 8 more aggressive and
better co-ordinated military stra-
tegy against the Tamil Tigers in
the north and east of the
island. President Premadasa has
appointed the last retiring chief
of the army, Lt Gen Hamilton
Wanasinghe as the General Offi-
cer Commanding the JOC. In
his place, Major Gen Cecil Wai-
dyarantne has taken over the
command of the 77,000-strong
military. These developments in-
dicate that the present regime is
intent on a full scale offansive
against the Tamil guerillas.

The recent military successes
of the defence forces against the
Tamil Tigers have emboldened
the army which has managed to
advance towards the Jaffna pen-
insula. In this context, “Ope-
ration halavegaya’” launched in
July last is a positive develop-
ment for the military, in the
sense that the operation to
rescue the 800-0dd soldiers trap-
ped in the Elephant Pass army
camp proved to be a serious
satback to the Tamil Tigers.

Monetheless, the success cost
the Sri Lankan military dear, as
it mobilised its maximum resour-
ces in the battle for this stra-
tegic military camp situated on
the causeway linking the Jaffna
peninsula tothe rest of the island.
In this battle, the army sent an
8000-strong amphibious force
backed by full air cover and
artillery forces., But being con-
fronted with the positional war-

The writer s a wellknown
wrifer on dafence miaiters.

Indian

hand

fare of the Tamil Tigers, it took
a long and bloody battle to
reach the camp. In the final
analysis, the Elephant Pass bat-
tle. gave the military a much
needed boost to its morale.
Coming as it did in the wake
of a sort of military stalemate
in the war against the Tigers
which began in June 1990 and
long after the brutal suppres-
sion of the Janata Vimukti Ve-
ramuna reballion in 1989-90,
this victory has helped to ren-
ew the strength and vigour of
the armed forces.

The success of military opera-
tions has been possible largely
dus to the complete involve-
ment of the defence forces and
the total commitment to their
mission. This is evident from
the growth of the national defen-
co fund with donations from the
armad forces’ ranks. On his part,
President Premadasa seems to be
well-disposed towards the mili-
tary as he has been liberal In
meeting the periodic demands of
the armed forces in terms of
arms and ammunitions. For ins-
tance, in the recent past, the
government has imported a do-
zen 150mm artillery pieces, six
jet-fighter bombers, 43 armou-
red vehicles, and three Shanghai
-class patrol boats from China
in order to meet the LTTE threat.

The army has also been given
a free hand in its operations
against the Tamil Tigers. In ex-
change, the military has been
faithful to the present regime.
For instance when the president
faced rebellion from a section
of the MPs, the army stood by
him, expressing full confidence
in his leadership,

_In this light, thers is a lur-
ing fear in political and bure-
aucratic circles that the ever-
growing role of the military, may
result in a8 gradual erosion of
democratic culture, culminating
in a military. takeover,

rEince 1983, the ethnic con-
flict has mounted in such a way

that there has been a massive
increase in the defence expen-
diture. The relentless pursuit of
a 'military solution’ to the eth-
nic conflict by successive govern-
ments has been largely respaon-
sible for this and has seriously
curtailed the economiec growth
of the country. According to an
gstimate, betwseen 1983-19B7
Sri Lanka imported over 595
million worth of military equip-
ment of which $40 million came
from China, which has been its
biggest supplier of arms. The
enormous expenditure in the de-
fence sector hes caused serious
socio-economic problems.

Though the military expansion
has been massive in nature,
there is a lack of corresponding
professionalism and discipline in
the armed cadres. Maoreover tha
ethnic character of the armed
forces is predominantly Sinhalese
and has contributed to it being
viewed with distrust by the
Tamil populace. Even during the
suppression of the JVP uprising
the brutal and ruthless opera-
tions of the armed forces led to
a8 complete erosion of their ge-
neral standards. This has baen
well documented by Amnesty In-
ternational and other human ri-
ghts organisations in their indi-
ctment of the Sri Lankan military.

Against this backdrop, the
77,000-strong military celzabratad
its 42nd anniversary last year.
Boosted by the racent military
gains, the army has further em-
barked upon an all-out final
assault on the Jaffna peninsula.
This current offensive against tha
LTTE is intended to weaken tha
autfit's military and political
machinery, impair its mobility and
cut off its political stronghold
in the Jaffna peninsula from the
mainland nerth and east and to
bring the area of contest under
government control. Hence the
latest military operation code-
named ""Operation Valampuri” in
its initial stages saw tha weall
co-ordinated capturse of the little

{Conrinued on page 24)



Extradition of Prabhakaran

India has MNOT asked for the
extradition of LTTE supremo
Velupillai Prabhakaran. Ewven if
Delhi had asked for his extra-
dition, Sri Lanka could not oblige
since the LTTE leader was not
in Sri Lankan custody. Ewven if
Prabhakaran had been in our
custody, Sri Lanka could not
extradite him since thers was no
India~Sri Lanka Extradition Treaty
said Mr. Harold Herat, the Foreign
Minister at a press brisfing.

While there is a treaty bind-
ing all Commonwealth countries,
the procedure is complicated and
time-consuming. The process
could be “shortened if India
enacts the SAARC convention

on terrorism  and makes it an
Indian statute explained Mr.[Hearat.

When Sri Lanka asked for Mayor
Alfred Durayappah’'s killers in
1978, Delhi had refused. Sri
Lanka didn't seek extradition
after that. This was true of
Kittu in  Switzerland. Though

the UK had expelled him, the
Swiss government refused to
hand him over to the Sri Lankan
authorities.

India has now asked for state-
ments made by some LTTE mili-
tants to be rzcorded by a Sri
Lankan court so that such state-
ments may be used by the In-
dian High Court that is now

NEWS BACKGROUND

hearing the Rajiv Gandhi assas-
sination case.

In the case of Prabhakaran,
the issue is academic, say S.L.
officials since neither the Sri
Lankan nor the Indian army has
been able to capture him.

The Sri Lankan A.G., has been
asked by the government to have
certain LTTE men now in cus-
tody produced before a judge
and have their statements re-
corded. Matarial connected with
the assassination, Prabhakaran
and his intelligence chief Pottu
Amman which could help the
Indian Court is likely to be passed
on to India.

Ostrovsky jubilant

Thalif Deen in New York

jctor  Ostrovsky, the ex—Mossad
intelligence agent who [irst revealed

details of Israeli arms  supplies to
Tamil Tigers, said he felt vindi-
cated after hearing reports that the

Australian Federal Police had stumb-
led onto a multi-million dollar racket
militarily linking the Tigers to the
Israclis,

Sounding jubilant, Ostrovsky broke
into loud laughter when told about
the widely circulating story in Austra-
lin about Tigers buying Isracli wea-
pons by defrauding six major airlines.

“] knew what T was talking about®,
he said in an ioterview  repea-
ting his original revelations about
the clandestine supply of Isracli wea-
pons to the Tigers and the training
in land mines.

“I have a lot of respect for Shri
Lankans,” he sajd. “But [ am sorry
to say the guyvs who tried to prove

me wrong are a bunch of idiots. And
you ean guote me on that," he said.

The Sydney-based Telegraph Mirror re-
porfed last month of Australias big-
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gest trave]l frand ever involving secrel
Iseaeli arms deals by Tigers.

Ostroveky who traced the link bet-
ween the Tigers and the Israelis in
his best szelling book By Way of
Deception:  the Making and Unmaking of
@ Mossad Officer”, was an intelligence
agent who defected from ome of the
world®s most ruthless intelligsnce agen-
cics,

In an interview with the Sunday
Observer Ostrovsky said the Tigers not
only bonght weapons from Israel but
also  underwent military training at
the hands of the Israeljs.

“Would you buy a weapon you didn't
train on?' he asked, like most arms
transactions, he pointed out, the Israes-
lis make money not only on the sale
of weapons but alse in the training
and —in  the case of sophisticated
weapons — in maintenance and the pro-
vision of spares,

Ostrovsky continues (o maintain that
the Tigers [earnt the deadly uwse of
landmines from the [sraelis.

“Y¥ou don't
vacuum' he said,

buy weapons in &

The report of the investigations, he
znid, iz *'not worth its weight in sand.”
“Tt's an absolute disgrace. Whom were
they trying to protect and cover up?"
he asked.

Ostrovsky said he had told the Shri
Lankan investigators that they should
interview a former Indian Cabinet
Minister who publicly admitted being
the link between Israel and the Tigers.
“Did they talk to him? No. 1 don't
think they did,” Ostrovsky said.

Last May the Washington Fast quoted
an Indian efficial as sayving that when
former Indign Frime Minister Indira
Gandhi made the initial order to help
the Tigers she backed it vp by an
agllocation of several million dollars to
buy arms nnd other supplics.

“With help from the Research and
Analysis Wing (RAW), Lebanese and
Israeli wveterans were hired to traio
the Tamils and a ship was purchased
to ferry weapons from Hong Kong and
Singapore to. Tamil Nadu for tranm-
shipment to northern Shri Lanka™s
the Post reported.
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Sinca our last aid group mee-
ting sixteen months ago, Sri
Lanka has achieved considerable
progress in a number of arsas.
Recent policy refarms, good wea-
ther, and a more setiled civil
situation in the South have re-
sulted in good eeanomic growth
exceeding 6 percent in 1990
and reaching nearly & percent
in 1991, way above the averags
of 2 percent a year during the
previous three years. Progress,
is not shared by all parts of the
country &s economic activities
in areas affected by civil conflict
remain severely depressed.

A disscussion of recent econo-
mic developments, policy mea-
sures already taken and impor-
tant steps that lie ahead in the
process of restructuring Sri Lan-
ka's economy is inciuded in tha
Country Economic Memorandum

which we distributed to you
earlier. Today, | will confine
my remarks to a few salient

points and to some personal im-
pressions as a newcomer to the
Sri Lankan scene. In particular,
I would like to emphasize the
linkages among different compo-
nents of the adjustment program
and the need to move ahead
boldly in several areas at the
same time. Also, let me empha-
size at the beginning that a reso-
lution of tha civil conflict is a
prerequisite for the country's
achieving sustained high growth
in the future.

The Government's adjustment
program, launched in 1989, com-
prises four main areas. Thess
are: (i) stabilizing the economy
through a reduction of the high
fiscal deficit; (ii) rationalizing
and reducing the size of public
sector by inter alia retrench-
ment of excess civil servants:
(1i1) restructuring the country’s
expensive poverty programs: and
(iv) creating a business climate
conducive to private investment
by inter alia privatizing com-
mercial public enterprises and
eliminating distortions in exter-
nal and intarnal trade. There

has been progress in all of these
argas, particularly during 1990
and early 1991, but we are
concerned that the pace of re-
form may be slowing down in
recent months.

Macroeconomic
Stabilization

The macroeconomic stabiliza-
tion efforts were initially success-
ful in reducing the fiscal defi-
cit from 16 percent of GDP in
1988 to 10 percent of GODP in
1990, There has been, however,
8 reversal of this trend in 1997
when the deficit increased again.
Initial deficit reduction and mo-
netary management were instru-
mental in reducing inflation from
gbove 20 percent in 1990 to
about 9 percent at the end of
1991. This was helped by kea.
ping the nominal exchange rats
broadly stable since 1989. The
increased fiscal deficit in 1997,
which was partially financed by in-
creased foreign aid disbursements,
‘generated again a rapid monetary
growth that may lead to  rene-
wed inflation in 1992,

The external sector has per-
formed well in the last two years,
with current account deficits of
5.2 percent of GDP in 1990 (way
below the program target) and
about the target level (6 per-
cent) in 18891. Exports grew
substantially in both vears, but
less so in 1991 than in 1920,
Higher aid disbursements (incre-
asingly in the form of balance of
paymenis support) helped incre-
ase the gross official reserves
to about three months of imports,
While the export growth was
still robust, the possible loss of
Sri Lanka's competitiveness will
have to be followed closely by
the Government in consultation
with the IMF. In addition, fareign
exchange controls and impert
barriers need to be reduced to
promote more competitive private
sector environment. We would
encourage the Government to
continue its close collabaoration
with the IMF to achieve the

necessary macroeconomic adjust-
ment in & manner that encour-
ages efficient growth and we
look forward to assisting in theze
efforts.

Public Sector

Control of public expenditures
is high in the reform agenda.
In an effort to reduce recurrent
expenditures and to streamline
the civil service, the Government
took a major step in 1890 by
reducing its staff by 10 percent
through voluntary retirement with
QBenerous severance payments.
We feel that, after a pauss in
1881, further retrenchment should
be effected in line with the Ad-
ministrative Reform Committes's
recommendations. This should
be done with an eye on retrench-
ment costs as well as the quantity
of staff which the the civil ser-
vice needs to maintain,

Sri Lanka's social indicators
have long been exceptionally
high and the Government con-
tinues to attach high priority to
social sector development and
poverty alleviation. At the same
time, it is making efforts to
reduce inefficiencias in tha na-
tion's three major poverty pro-
grams (Jana Saviya Program,
Food Stamp Program, and Mid-
Day Meal Program), This inclu-
des improved targeting of bene-
ficiaries of the Jana Saviya and
Food Stamp programs through
community-level  screening. In
addition, it has been made man-
datory that a person from each
Jana Saviya beneficiary house-
hold participate in rural civil
works or fraining. But, in our
view, the mid-day school meal
program should be replaced by
a8 more targeted intervention.
In implementing social programs,
MGOs have an important role
to play. We hope that the wark
of the NGO Commission wil)
soon be completed and that the
Government will promote a clj-
mate of greater cooperation with
the NGOs operating in the coun-
try.

Reforms



Efficient public sector resource
allocation goes beyond the civil
service and welfare program is-
sues, and extends to each and
gvery aspect of public expendi-
tures. For this reason, we in-
tend to worle with the Govern-
ment on a review aof public
sector expenditures during 1992.
In the area of public investment,
the large reduction from about
17 percent of GDP in the early
1980s to about 9 percent in
this year is largely in line with
the Government's strategy to
incraase the share of private to
public investment, but also a
result of the attempt to reduce
the overall fiscal deficit and the
inflexible nature of many recur-
rent expenditures. Thus, it is
important to focus both on the
level and the composition of
the public investment program
to maximize the returns and the
complementarity to private invest-
ment. The tight fiscal situation
will continue to make it essen-
tial to ensure that limited pub-
lic funds (including public and
publicly guaranteed borrowing)
are only used for projects with
high rates of return particularly
those that complement and en-
courage additional private invest-
ment.

Private Sector
Development

Another major component of
the Government's reform program
is its commitment to privatize
all commercially oriented public
sector activities. A good start
was made in 1990-91 with the
privatization of a number of in-
dustrial enterprises and the bus
companies, and the process is
countinuing in 1992. Fast pri-
vatization is required if the twin
objectives of reducing the fiscal
deficit and encouraging private
sector expansion are to be achie-
ved in the near future. Impot-
tant tasks ahead include expedi-
tious action to privatize not only
the remaining manufacturing
anterprises but also snterprises
in the service and trading sec-
tors. In addition, we welcome
the Government's intention to
divest the 50 percent share of
the “peoplized” bus companies
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still in the public sector hand
at an early stage.

A special case of the need for
increased private sector participa-
tion, because of both its sconomic
and social impact, is the publicly-
owned tree crop sector where the
Government has decided to enter
into contracts with private enter-
prises for the management of the
gsiates. The estates are currently
generating large losses and are an
important source of the losses of
the Government-owned com-
mercial banks. Thus improve-
ment in the financial performance
of the estates is a prerequisite
for sustainable improvements
in the financial sector. While
we understand the political sen-
sitivity of the issue and wish
the Government success in the
puse of private management con-
tracts, we must nots that the
international experience with this
approach has not been succes-
ful whera ownership has con-

tinued in the public sectar. The
separation of ownership and
management is freguent in the

industry but should be accom-
panied by private ownership to
ensure maximization of long
term profits. Ultimate ownership
of the land itself could, of course,
remain  with the Gaovernment
and be combined with long-
term leasas to the private sector.

The ultimate objective of the
Government's reform program is
to genserata strong, export-orian-
ted private sector growth that
would be able to move Sri Lanka

in the direction of the fast
growing East Asian countries.
This requires a high level of

private, and to a large extent
foreign, investment operating in
a policy environment that is
free from relative price distor-
tiong and ad hoc Government
interventions, open to domestic
and foreign compstition, and
supported by efficient infrastuc-
ture and services, Including
financial sector sarvices. Rapid
movement towards the establish-
ment of this enabling environ-
ment is a high priority and
specific measuras required includa
elimination of remaining price
contols, continuing with trade
reforms and streamlining of the

tax system (including clear and
transparent fiscal incentives).

The Governmant is trying to
addrass inefficiencies in the
financial institutions including
commercialization of the two
state-owned banlks. These are
useful steps, but in the Bank's
view, should be followed by
privatization of these banks iIn
s subsequent stags. Moreover,
the public sector usos tha
financial sector to capture a
large share of domestic savings
which could otherwise fin-
ance private investment. This
can only be solved by a re-
duction in the fiscal deficit but
in the meantime, deficit finan-
cing should take place in 2
transparent way with the public
sector competing openly for
funds on market terms.

Wa at the World Bank are
looking forward working with
the Gowvernment In putting to-
gether a program of specific
measures to accelsrate the
structural adjustment in the areas
of public sector reform, privati-
zation, and private sectordevelop-
meant.

The Civil Conflict

Finally let me mention the
economic cost of the civil con-
flict which have been undoubtedly
high, not to mention the very
unfortunate cost in human lives.
Most obvious economic cast in-
clude: foregone production and
loss of physical assels; increased
military expenditure; and lowered
investments as investors lose
confidenca.

In particular, the security ex-
penditures, which have increased
from around 1 percent of GDP
in 1982 to over 4 percent of

GDP in the last couple of years,
have substantially reduced the
flexibility in fiscal policy. |In

addition, the Government now
needs to take care of nearly one
million dislocated individuals for
which it spent over 1 percant
of GDP in 1891.

We undarstand the difficulties
and political sensitivities asso-
ciated with resolving the civil

{Continued on page 12}
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iIMF View

Du:ing 1991, Sri Lanka com-
pleted the final year of a
three-year arrangement with the
International Monetary Fund un-
der the structural adjustment faci-
lity (SAF) and entered into an
arrangement under the enhanced
structural adjustment facility (ES-
AF). The latter arrangement will
allow Sri Lanka to obtain loans
from the Fund in an amount
equivalent to SDR 336 million
during a three-year period that
began in September 15881,

Sri Lanka's graduation to an
ESAF arrangement, which fol-
lowed its improved economic
performance over the last two
yvears of the SAF, was based
on the authorities” strong com-
mitment to accelerate the pace
of structural reforms. These re-
forms were considered to be a
prerequisite for attaining nonin-
flaticnary growth and a strong
external position that would even-
tually reduce reliance on con-
cessional assistance.

| would begin by briefly das-
cribing the main macroeconomic
trends in Sri Lanka over the
past few vyears. The improve-
ment in the economic situation
during this period is indeed
remarkable considering the serious
difficulties that Sri Lanka faced
in 1988 and early 1989, The
Government's firm economic po-
licy response at that time helped
restore confidence and formed
the basis for a resurgence of
growth which continued through
1891. The period was marked
by generally unfavorable exter-
nal canditions — a slowing inter-
national economy, the adverse
impact of the Middle East cri-
sis, and, maore recently, a preci-
pitous decline in tea prices.
Domestically, &s we are awareg,
the ethnic conflict also contin-
ved to slow Sri Lanka's econo-
mic progress. Despite this ad-
varsa  environment, economic
activity remained buoyant. Real
growth in 1980 was about 6
percent and is estimated to be
near the authorities’ target of
5 percent in 1991.

& major concern at the time
of the last Aid Group Mesting
was the acceleration in inflation,
which reached an annual rate
of almost 20 percent in 1990.
Since then, as a result of cau-
tious credit policy, increased
domaestic output, and lower im-
port prices for strategic items
{(wheat, sugar, and petroleum),
inflation decelerated steadily,
falling to an annual averags of
about 12 percent in December

1891,
The overall balance of pay-
ments positions has continued

to improve. Sri Lanka's holdings
of international reserves more than
doubled during the past three
years, reaching the equivalent of
nearly three maonths of imports  at
end-1991. The current account
daficit, which was substantially
reduced in 1990 (as a result of
higher exports), is expected to
have been higher in 18891, but
should hava remained close to
the target of 6 percent of GDP.
From the preliminary data availa-
blae, export performance continued
to be strong; the rapid growth
of nontraditional exports has
more than offset the adverse
impact of lower tea prices. In
the capital account, disbursements
of both program and project as-
sistance proceeded at a brisk
pace throughout 1980 and 1891,
A welcome sign of increasing
confidence is the rising, albeit
still modest, level of foreign
investment, which is estimated
to have reached S50 million in
1991,

Turning 1o policy implemen-
tation, & focal point of the SAF
program was a marked reduc-
tion in the overall budget defi-
cit through revenue measures
and expenditure reductions. Signi-
ficant progress was achieved in
this respect, 'as the deficit was
reduced from almost 16 percent
of GDP in 1988 to 10 percent
in 1990. During 1981, howsver,
severe pressures on  expenditu-
res emerged from two sources:
first, structural reforms — parti-
cularly the “peoplization™ of the
bus company and civil sarvice
retrenchment — proved to be cos-
tlier than expected: and second,
thera ware continuing difficul-

ties in containing military ex-
penditures and other costs asso-
ciated with the civil conflict. In
mid-1991, the authorities took
some corrective actions — raising
excise and import duties and
trimming expenditures, including
those on inefficient social wel-
fare programs. MNevertheless, it
is expected that the 1981 budgst
deficit will be higher than that
in 1980.

The second prong of the sta-
bilization program has been the
maintenanca of tight limits on
bank credit. The authorities
wera quite successful in con-
taining the expansion of credit
to the public enterprises and
private sector, but the reduction
in bank financing of the Govern-
ment envisaged in the 1931
program did not occur. Conse-
quently, the credit program for
1991 appears to have veered
slightly off track. With the stron-
ger-than-anticipated balance _of
payments, the rate of IlInLtldlt}r
expansion remained high. In
the area of monetary Du[m-f,
treasury bill rates remained posi-
tive in real terms and an impar-
tant reform of the treasury bill
auction system was introduced
in August 1991. This latter re-
form represents an important
step toward market-based ins-
truments of monetary control

The authorities have followed
a eautious exchange rate policy.
The rupes was held stable
against the U, S. dollar through
1890, but was allowed to de-
preciate moderataly during 1831,
With the decline in the domas-
tic rate of inflation during 1991,
the real effective exchange rate
broadly followed the movements
of the U.S. dollar, appreciating
by about 12 percent in the first
half of the year and deprecia-
ting by an almost equal amount
in the second. The policy of
maintaining a stable exchange
rate has contributed to the lower-
ing of inflation, but its contin-
ued effectivenasse requires sup-

partive fiscal and monetary
policies.

Bafore turning to the ES_.-'!-.F
program, | should also mention
some of the structural reforms

undertaken under the SAF. These
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included the following: a reduc-
tion of about 10 percent in the
civil service; privatization of a
number of public enterprises
and restructuring of the bus
company; &8 lowearing of import
tariffs; steps toward tax reform;
and liberalization of foreign
investment regulations.

The recent achievemant in the
areas of growth, inflation, and
the balance of payments have
placed Sri Lanka in a position
to set more ambitious macro-
aconomic objectives. Our as-
sassment is that with appropria-
te economic policies, and requi-
site external support, the economy
can sustain an annual growth
rate. of B5-6 percent; inflation
can be further reduced to the
level of trading partner coun-
tries; and the external current
account deficit can be reduced
below its present level. The
attainment of these goals will
be predicated on prudant fiscal
and monetary policies, but it
will also require a bolstering of

systemic  reforms designed to
address longstanding inefficien-
cies in tha public sector, to

foster higher levels of savings
and investment, and to accela-
rate industrialization. A number
of specific measures have been
mentioned in the statement by
the World Bank representative.
Above all, the reforms need to
be aimed at releasing the untap-
ped potential of the private sec-
tor to underpin economic develop-
ment.

The Fund staff will have the
opportunity to assess mora ful-
ly the financial and structural
policies during the mid-term
review of the ESAF arrangement
which is to take place in Coloembo
during the coming two wesks,
It is clear that the implemen-
tation of the program, as envisa-
ged, will require determined af-
forts to put in place the neces-
sary adjustment measures. Tha
financial program supported by
the ESAF arrangement envisages
a substantial fiscal adjustment
and a restrained monetary poli-
cy. The authoritiss are, we
believe, fully aware that a subs-
tantial strengthening of the bud-
getary position is pivotal to the
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entire economic program. The
medium-term fiscal goals, are
to reduce the deficit, within tha
peried of the ESAF arrangement,
to 6-7 percent of GDP, a range
that is considered sustainable,
and to generate sufficiant govern-
ment savings to facilitate the
implamentation of the public
investment program.

The fiscal objectives raguire
a strong effort to correct the
slippages that occurred in 1991.
The 1992 budgst contains seve-
ral important steps toward tax
reform and aims at holding the
growth of current expenditure
well below that of nominal GDP.
The budget envizages a reduc-
tion in the overall deficit to 9
percent of GDP, a small sur-
plus in  the current account
componeant, and no recoursa to
domestic bank financing. The
implementation of the budget
in this farm will require strong
measures. These include the
following: a cautious wage
policy; further public administra-
tive reform; reduced transfers
to public enterprises and provin-
cial councils; additional prog-
ress in ‘the efficient targeting
of social welfare recipients: and,
of prime importance, the avai-
dance of any further overruns
in military expenditures.

On the structural side, the
ESAF-supported program envisa-
ges a sharp acceleration in the
divestiture and restructuring of
public enterprises. Most public
manufacturing enterprises are to
be privatized and at least ten
enterprises in the services and
trading sectors are expected to
be divested by mid-1892. The
The ESAF program also envisa-
ges the restructuring of the twao
state-owned plantation corpora-
tions and the full commerciali-
zation of banking policies in the
two  state-owned  commarcial
banks. Foreign investmant is
to be encouraged within a well-
designed incentive and taxation
syStam. In the external sectar,
sffective rates of protection
are to be further reduced and
nantariff barriers liberalized with
the abolition of state trading
monopolies. By mid-1982, the
import and expaort licensing sys-
tem will also be rationalized.

In concluding these remarks,
| would undarscore two points.
First, overall economic perfor-
mance over the past thres years
has bsen commendable, parti-
cularly in view of the circums-
tances that have tended to be
unfavorable.  Although policy
slippages have occurred, the
authorities have, by and large,
attempted to take corrective
actions whenever needad. Se-
cond, Sri Lanka now needs to
embark on a broadening and
acceleration of the structural
adjustment effort. The authori-
ties’ reform program will thus
require bold moves and resolve
on the part of the Government
as well as appropriate intemna-
tional support from donors.

World Bank. . .

{Continved from page 10

conflict. MNonetheless, we anco-
urage the Government to keep
exploring ways to achieve peace;
the economic cost of not doing
so is too high and would delay
Sri Lanka's progress towards
becoming a rapidly industrializing
country even if all the necessary
economic reforms are mada.

Conclusion

In sum, Sri Lanka has recantly
achieved respectable progress
in reforming the economy toward
a private-sector oriented open eco-
nomy. The Government, however,
can not afford to relax. Con-
tinued efforts are required to
maintain tight macroeconomic
management and accsalarate the
pace of structural reforms to
realize the Government's aspira-
tion to make the country a NIC,
The donor commmunity should
support the Goyernment's afforts,
by providing suificient financing
and encouraging the Government's
effarts, by providing sufficient
financing and encouraging the
reform process. Mr, Shishido
will prasent to you this after-
noon our estimates of aid re-
guirements far 1992,  Finally,
peace and prosperity are dreams
of nations. Nowhere as in Sri
Lanka today, prosperity depends
on achievement of peacs.



THE ECONOMY (3)

A.D.B. Report

n behalf of the Asian

Development Bank, | would
like to thank the Warld Bank
for the arrangements far this
mesting and for the documen-
tation it has prepared in support
of our discussions. The World
Bank's review of recent econo-
mic developments in Sri Lanka

and the assessment of the
external financing needs for
the proposed development pro-
gram provide the ‘essential
background for our discussions
taday.

Since our last mesting of

this Aid Group, Sri Lanka has
faced some severes shocks from
the situation in the Gulf in
early 1891, specifically: the loss
of Irag as Sri Lanka's second
largest tea market, the reduction
in remittances from the 100,000
Sri Lankans working in Kuwait
end lrag and the higher ail
prices which placed additional
pressures on the balance of
payments. Sri Lanka weathered

the crisis wvery well through
astute and prompt action. It
was indeed fortunate that the

Gulf situation was quickiy re-
solved and no significant long-
lerm economic repercussions
wera felt. Although tranquility
appears to have returnad to the
southern areas of the country,
a permanent solution to the
civil disturbances in the northern
and eastern parts of the country
continues to escape finality. It
is our sincere hope that a
lasting solution to this strifs
will soon be found and normalecy
restored. This is a necessary
pre-condition for the full eco-
namic potential of the country
to be realized,

The Stabilization and
Adjustment Programs

The Sri Lankan economy has
labored under & npumber of
significant structural constraints,
including a low level of natio-
nal savings relative to invest-

ment; a narraw export base
resulting in a serious current
account imbalance and conse-
quently heavy reliance on
foreign borrowing: a large and
often inefficient public sector;
and insufficient incentives for
the private sector to play a
greater role in the economy.
These constraints, togather with
the civil disturbances, have pre-
vanted economic performance
from achieving its full potential.

The ADB fully supports the
four principles which underpin
the Government's stabilization

and adjustment program: (i)
tight macrosconomic manage-
ment especially fiscal manage-

ment through the better control
of recurrent expenditure; (i)
continued rationalization of the
public sector; (iii) continued
rationalization of the poverty
programs; and (iv) provision of
an enabling framework for the
private sector. Mevertheless, tha

ADB is concerned that some
of the macroeconomic targets
have not been met and that

some of the imbalances continue
to deteriorate.

While the economy performed
imprassively in 1990 and 1991
with real GDP growth rates of
6.2 per cent and an astimated
B per cent, respectively, it is
noted that most factors suppor-
ting this performance were ex-
ternal (o economic mansgement,
namely, good weather, a rela-
tively stable security situation
in the south and unexpected
positive affects following the
Gulf ocrisis. Economic growth
has however been accompanied
by increasing macrosconomic
imbalances which, if allowed to
continue, could jeopardize ths
country's future growth poten-
tigl. Although the external
current account deficit fell from
7.1 per cent of GDP in 1989
to 5.4 per cent in 1990, pre-
liminary estimates indicate that
it rose again in 1991 to B.G
per cent of GDP. The worrisome
aspect of this increase is the
less than expected real growth
in exports resulting from an
appreciation of the real effective

exchange rate. Another concern
is the growing size of the
budgat deficit which according
to  preliminary estimates for
1991 is expected to be 10.8
per cent of GDP compared to
8.9 per cent in 1990. The
Gavarnment estimates that the
budget deficit in 1992 will de-
cline to 8.8 per cent of GDP,
a figure which appears optimis-
tic given wage pressures in the
public sector and the demand
for detence expenditures. Fur-
thermore, to finance the budget
deficit in 1991, the Government
increasingly relied on bank
financing which accelerated mo-
netary expansion to 22 per cant
ovar the Octobar 1930-Octobar
1891 period. Although inflation
decreased to 10 per cent by
the third quarter of 1991, in-
dications are that inflation will
rise again in the near futura.

It is the ADB's wview that
wnhgm a revarsal of the ax-
pansionary fiscal policy and

accommodative monetary policy,
confidence in the economy may
be undermined and the sconomic
gains achieved through reforms
carried out In recent years will
largely be negated.

The Government is to ba
commended for the positive
reform measures undertaken in
the past two years. The ADB
supports the liberalization and
deragulation measures introducad
in most sectors of the esconomy,
particularly in tha agriculture
and financial sectors. It is our
hope that the Government's
commitment to implement thesa
reforms will be maintained.

Poverty Alleviation

Issues associated with poverty
alleviation are of special interest
to the ADB, A significant pro-
portion of the Sri Lankan
population has not benefitted
from past economic growth and
the alleviation of poverty has
been an ongoing concern  of
the Government. The proportion
of the population which s
nutritionally at risk and in ab-
solute poverty has persisted at
about 20-25 per cent.
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The Government recognizes
the importance of maintaining
and administering programs that
alleviate poverty, specifically the
Jana Saviya program, the food
stamp program and the Mid-
Day Meal Frogram for School
Children, Theses programs have
however suffered from inadequ-
ate targetting and and leakages
of resources to non-intended
beneficiaries. The Government
is to be commended for the
considerable progress it has
made in restructuring and im-
proving the effectiveness of
these programs.

Although the ADB supports
the efforts currently underway
to fashion a more focussed
paverty alleviation program, it
is the ADB's view that the
key element in social develop-
ment is an environment condu-
cive to investment and enter-
prise, thus creating a base for
a sustainable growth of income.

Prospects

Based on the performance of
the economy in 1990 and 1521,
the prospects for sustainable
and higher growth in the
longer term appear good.
private sector of the economy
has continued to periorm  well
and the Government's slralegy

The

of relying on this sector lo
provide the lead role in growth
is soundly based. However,
while a tight macroeconomic
management stance was largely
maintained in 1980, it has be-
come expansionary from the
fourth guarter of 1991 and
fiscal and monetary  targets
have been exceeded. For the
economy to enjoy sustainable
growth, it is essential that
fiscal and monetary policies be
tightened.

In addition, appropriate fol-
low-through actions are re-
guired if maximum benefits are
to be realized from the reforms
already made and every effort
should be made to ensure that
the pace of reforms is sustained.

The ADBE supports efforts to
increase the role of market
forces in  resource allocation

and it recognizes the important
contribution to be made by the
public sector in areas where
the private sector cannot be
expected to provide adeguate
levels of service. In drawing
up the annual, thres-year rol-
lina Public Investment Plan,
the Government will need to
identify a core level of invest-
ment which must be protocted
against spending adjustments,
which must be more balanced

gcross economic sectors  and
which must focus on invest-
ments with high rates of return
over a relatively short period.
The Government's strategy for
sustainable development aims at
reducing the large resource gap
which has to be filled by
foreign saving. To contain debt
gservice obligations in managea-
bla limits, more emphasis should
be placed on encouraging fo-
reign direct investment. The
increasingly export orientation
of the growth strategy means
that the whaole policy framewark
relating to trade will need to
be transparent and conducive
to exporters, The foreign ex-
change regime will need to be
managed flexibly to ensure the
competitiveness  of production
and to maintain international
reserves at prudent levels.
Closing Remark

In closing, let me assure the
Government of the ADB's sup-
port for the efforts it is making
to put the economy on a higher,
sustainable growth path. The
Asian Development Bank s
confident that continued donor
support for Sri Lanka is war-
ranted and that it will prove
to be effective in assisting the
Government meet its develop-
ment ohjectives.

VASA OPTICIANS

207, 2nd Cross Street,
Colombo - 11.

Telephone;: 421631
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ENVIRONMENT

The Consequences of Conflict

V. L.S. Jayapalan

Introduction

his report is to provide an

overview of environmental
consequences of conflicts in Sri
Lanka. It is not a comprehen-
sive study covering all the as-
pects of the problem. This re-
port Is mostly based on my per-
sonal knowledge of ths subject
gathered as a nature post.

The affect of Sri Lankan con-
flicts, especially the prolonged
ethmic conflicts, on environment
and human life is disastrous.
Paositive aspects it any are indi-
rect.

" *

Sri Lanka is a densely popu-
lated island. Competition for
degraded resourcas and enviran-
meant has beenincreasing through-
put the century due to the in-
creasing population. Carrying
capacity of the land is not re-
markably increased in this period.
Almost all the effort to increass
the carrying capacity Such as
irrigation projects and peasant
sgttlements without the due con-
sideration of the environmental
aspects, have serious conseguen-
ces on the degraded environment.

Thousands of Veddhas (tribal
people of Sri Lanka) scattered
in the south eastern part of the
island are forced to assimiliate
with the Sinhalese and Tamils
by the environmental degrada-
tion, the hegemonism of the Sin-
halese and Tamils and the socio-
political development.

Muwara Elya district in the
mauntainous central province has
become the stronghold of the
Indian Tamils. Muslims form
stronghelds in Ampara district,
the narthern part of the Puttalam
district and to some extent in
Kandy district.

Communalism has become an
inseparable and increasing by pre-
dominant aspect of Sri Lankan
politics and resource’ managa-

ment. This trend began with
the emerging elite politics at the
turn of the century.

Population pressure is wvery
high in coastal parts of the wes-
tern province in the wel zone
and in Jaffna peninsula in the
dry zone. In the rest of the
areas the population dansity and
carrying capacity of the land are
very low, carrying capacity of
these are affected by serious
environmantal degradation and
other constraints. The main con-

straint in the dry zone Iis the
rainfall.

Rainfall is a wary important
and limiting factor of natural

and man made vegstation. There-
fore rainfall is an important fac-
tor in determining the carrying
capagity in the predominantly
agricultural regions. Since inde-
pendence extanding tank based
gsettlements on the cost of the
environment becams the main
answer to thess problems.

These practices have destroyved
buffer jungles that existed bet-
ween predominantly Sinhalese and
Tamil regions up to ths mid
1950's.  This together with the
state aided colonialization of
Sinhalese in the Tamil and Mus-
lim dominated eastern province
disturbed the century old ethnic
harmany.

The resource base of the Jaffna
peninsula is inadequate to sup-
port its huge Tamil population
with its broader middie class.
The financial resources transfer-
red from the mainland and for-
gign countrigs through commer-
ce and employment has bagcome
the life blood of the peninsula
since the turn of the century.
Growing communal competition
for power and resources since
the 1950's badly affected the
basic strategy of existence of
Sri Lanka Tamils living in north
gast provinces. This further de-
tariorated the situation. Tamils
demanded a federal solution to

share environmental resgurces
and establish political power ovar
them. This leads to the pressnt
conflict situalion and the pro-
longed guerrilla warfare in tha
north east provinces.

Areas mainly affected by so-
cial conflicts and insurgency in
Sinhalese districts are dominated
by forest farmers who are involved
in slash and burn cultivation.
This phenomenon is not typical
for Sri Lanka. Similar situations
exist in most of tha third world,
from Peru to the Philippines,
countries which are offected by
social conflicts and insurgency.

Insurgents and querillas tradi-
tionally moved to jungle clad
peripheris to create a base for
support and clandestine activiti-
es. Most of the third world
governments have not shown
any interest to recognize the
cause of the insurgencies and
the problems of the forest far-
mers. This leads to a situation
of mutual sympathies. Always
forest farmers become the soci--
ally and economically easy tar-
get of the security forces.

In Sri Lanka the geographi-
cal map of slash and burn agri-
culture centered areas coincide
in many places with the politi-
cal map of 1971 and 1987-1988
insurreclions. This is not a co-
incidence that can be ignared.
Sri Lankan experiences provide
additional evidence to the inter-
relationship of dagradation of
environment and growing regio-
nal and social inegualities and

conflict, This has a circular
functien.

The situatiun‘ is alza iptens'r-
fied by the civil war in the
north east provinces. Scarca

resources necessary for the sus-
tainable developmeant of the
country have been transferred
to the war efforts in tha north
east,

{To be continued)
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ENVIRONMENT

The lessons learnt at Watawala

Ranil Senanayake

ome.........warm mpoist air,
Huﬂcnnut palms, shades of
green paint the landscape. The
forest of the village gives way
to carpets of tea clothing un-
dulating hillsides. Finally, the
mountains come into view, dark
crags clothed in ephemeral mor-
ning mist. Watawala, once the
highest rainfall site of the island,
sits in the valley. which is stark
barren, a grim reminder of wanton
destruction of the original forest
cover. VWatawalas, the site of the
first government effort into gro-
wing forests with high diversity.
Watawala is a statement about
the effectiveness and committ-
ment of our foresters. The les-
son of the plantation at \Wata-

wala and its aftermath serves as
a wvaluable lesson in forestry
politics and greed.

It was early 1980's — The pros-

perous days of the Mahaweli
project when the economic cli-
mate was a froth. Money was
pouring inta the project much
like ‘Hinguru’ or fish-bait poured
into the ocean by fishermen.
The beiling froth created by Tu-
na in a feeding frenzy as a con-
sequence, was analogous  to
the social froth created by the
economic sharks of the period.
It was in such climatic condi-
tion that work on vegetation
and landscaping was bagun, with
consultants drawn into design
the wark for implementation by
government agencies. The first
work was to develop technigues
of ‘root balling® where large trees
could be brought into urban
landscaping. The success of these
expariments driving the reorgani-
zation of a department to han-
dle landscaping.

These were the times when
the change in forestry practices
from monoculture to polyculture
was discussed and a consultant
was appointed to develop mod-
gls. Two plantings were desi-

16

gned and implemented; one on
the east coast to investigate
patch diversity and one in the
mountains to investigate point
diversity. The plantation at Wa-
tawala was the experiment on
point diversity. The implementa-
tion and maintenance undertaken
by officers trained in forestry,
and seconded to the project by
the Faorest Department. The re-
sults were impressive. MNurseries
were established, thousands of
seadlings raised and planted out
carefully by trained foresters.
A broad hill-side at Watawala
was one such place.

It is a fact that the planta-
tion was established and grow-
ing successfully for an year.
But today the land is bare as
if no activity of reforestation
had taken place. So one won-
ders why this plantation grown
with so much care and experi-
ence has disappeared?

ciieeneeaa. WWas it, as some com-
mentators from the forestry
sector claim, due to the fact
that the consultant to the project
was suddenly dismissed? \Was
it a consequence of wvengeiul
action by a guilty politician,
sensititive over sustainability con-
cerns voiced in the media? did
the plants just ‘pine’ way mis-
sing the consultant? or did thay
die because all maintenance of
the project stopped and the pla-
nts suffered the fate of planta-
tion neglect? Ewven in these days
it iz hard to envison a forester
who would Ilet a plantation
perish through neglect and then
go around claiming that the
plants pined to death. Perhaps
the shadowy politician still pulls
the strings. Watawala is a grim
remindar.

The morning sun shines up
the crest of the hills a liguid
gold and breaks the contsmpla-

tion — The journey up the moun-
tains continue. It still looks the
same — these mountains. Jus,
the same as the time when tht
great lake was formed at Case

tiersigh. The lake though, ha-
changed. Its water once cleas
and «c¢lean, 1is now greenr

thick, clotted with an algal bloom
of massive proportions. The low
waterflow of last August had
concentrated scummy dense ban-
ds of dead and dying algal cells
in every day. The reason was
due to a phenomenon called
entrophication, which means ad-
ding nutrient into a system un-
til it looses its natural balance
and collapses.

The Darling river in Australia
recently experienced eutrophica-
tion and a massive algal bloom
that produced a toxic chami-
cal capable of killing humans
and livestock. The entrophica-
tion of the Castlareigh reservoir
seems not to have been addres-
sed by environmental interests
as yet, but it certainly needs
to be. It may signal trends in
reservoir ecology in Sri Lanka,
The heavy dependence of this
Mation on reservoirs requires us
to consider these bodies of wa-
ter as ecosystems as wall as

being an agricultural or energy
resource,

As | finish my circuit, visiting
various environmental projects,
| head back through Nortan val-
ley. The day has ben eventful.
There is a great surge of good-
will and interest in creating bet-
ter models of forestry. It is
evening as | pass Watawala:
the scene has changed, evening
mists smoothing the stark, tree-
less landscape. Parhaps the sc-
ene has changed at various lavels
of administration too. Perhaps
the lessons learnt at Watawala

“will have some impact.



THE WINGED EROS

S. Pathiravitana

But Greek love has besen often misunder-
stood. It is associated in the minds of most
peaple with the form of love de_pm;ad in the
first part of the poem at the beginning of this

Zeus the High God changed into an sagle
to slake his love roughly violently
on his god like Ganymedes

Zeus the High God changed into & swan
to slake his love smoothly langourously
on Leda, his golden blonde

One can see how the two iypes of pleasure
are incomparable:
one appeals to somse nalures. . .

The other to other kinds. ..
1 like
bath

A little poem like this helps you to get just
the toehold you need to get a better view of
the great world of Greek Culture. Its author is
unknown, but many such poems on erotic
themes have been accessible all these years
only to scholars deep into Greek studies and
also to you perhaps if you had the time lo
browse in a collection of Greek poetry found
in a place called the Loeb collaction.

These poems also help you to answer some
of the questions that Keats raised so breath-
lessly whan he burst into song after seeing
some drawings on a Grecian urn. Thou, silent
form, said Keats talking to the urn. dost tease
us out of thought. What teased him particu-
larly out of his mind was wondering what the
men and women on the urn weare up to.

What men or gods ara these? he asked,
What mad pursuit? Vihat struggle to escape?
and what wild ecstacy? Had he dipped into the
Loeb collection, that is if there was a Loehe
around at that time, as he did into Chapman’s
Homer, he would have discovered that thoss
divine forms on the urn were, nothing loath,
trying to escape into such scstacies as contemp-
jated by the poet Nikarchos:

| like a firm, robustly built woman.
young, or not so young,

if she is young she will clasp ma
firmly and strongly with the warmth
and eagerness of a large, buxom body,
If she is maturer and softer and plumper,
she will have the guts and experience
to feast on me with either mouth at wilj

Mo wonder there was such
Europe when they discovered, after Constan-
tinople fell to the Turk, the arts and crafis of
a people so free and uninhibited in the way
they frolicked and gambolled on those urns
and other bits of pottery.

rejoicing in

The writer w a former editer of the DALY NEWS

article. Here, unbelievably, is what a Marxist
critic has to say on love:

“Engels says therse could be no question
of individual sexual love before the Middle
Ages,” because ‘‘for that ancient bard of
love Anacreon, sexual love in oOur sense
of the word was as unimportant as the
sex of his beloved,

| those far offtimes, married men were
ashamed to reveal the slightest sign of
affection for their wives., But the men
paid far the humiliation of ‘their women
by humiliating themselves, |ndulg|ngr|n
perverse love for youths and disgracing
their own gods and themselves with the
myth of Ganymede.” (Problems of Modern
Aesthetics p 166)

Mo wonder communism crashed. Had Engels
dipped into the Losb collection he may have
gaved himself one more of those sweeping
generalisations characteristic of Marxist thinkers
without exception,

To realise how profoundly wrong Engels
and his puritanical kind have been, not only
about politics but also on love, let us listen 1o
the wisdom of Marcus Argentarius:

To want to have a beautiful woman
is not love. It only shows
that one has eyes and taste.

But to fall in love with someone judged
plain. Overwelmed, one’s head lost,

all on fire. That is real love. That

is the true flame,

Beauty merely gives pleasure, equally
to any number who can perceive it

So much for the absence of ‘individual
sexual love’ before the Middle Ages. In fact
there is a thing or two we can learn about
‘sexual love' fream the ancient world.

For one thing they were not obsessed with
the ‘obscene and the pormographic’ as we tend
to do A modern local audience, for instance,
may find it even embarrassing to watch an
Aristophanes’ play because of its libaral use of
‘obscena! and erotic imagery.

Unlike the ancient world we have distanced
ourselves from the erotic experience. Wea would
rather call it sex and make an X of it than
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séa it as a natural function that comes with the
lot of man, Our mechanical progress, the onse
we are constantly trying to improve, is only
increasing our distance from the erotic and not
bringing us any nearer to it in spite of exhorta-
tions from the flower children in the sixties 1o
make love and not war.

The sexual liberation that swept the West
in the sixties appears more a reaction against
the puritanism that the industrialised world has
created for itself rather than a re-discovery of
the winged Eros.

Come to think of it these problems were
there even in the times of the Greeks because
there were strong advocates even then who
argued that the object of love should be re-
garded more as a sex machine than something
to lose one’s head over or be overwhelmed by
as Marcus Argentarius tells us when describing
what real love is,

These are some of the things that Socrates
himself raised with Phaedrus, the chiel character
in the dialogue known by that name. when he
reports  to him that a sophist named Lysias
'maintains that handsome boys should give their
favour to non-lovers rather than to lovers.'

What is waluable, Socrates explains, about
the erotic experience js that it has given man
a chance to escape from himself. This experi-
ence which overwhelms you, makes you lose
your head and makes you stand outside of
yourself is, Socrates says, a form of ‘divine
madness’ (theia mania).

But a woid of caution. As Joseph Peiar
explains in his commentary on Phaedrus, not
every one who is shaken with erotic emotion
will find himself in this [state of theia mania

or being possessed by a god, “Such _rﬂmantfc
ideas,” he says, *are not to be found in Plato.

“Howeaver, Saocrates’ speech does maintein
that erotic emotion may also be one way in
which man can partake of the 'greatest blessings’
—provided man does not corrupt the erotic
emotion by, for example, refusing to pay the
price for the receptivity to the divine madness.
The price is a surrender of his autonomy...”

Quite surprisingly we hear similar words
from quite another direction. As in erotics so
in poetics. Talking about poetic emotics Eliot
says, “Poetry is not a turning loose of emotion,
but an escape from emotion: it Is not the
expression of personality, but an escape from
personality,’”” And how odd that Shakespeare
himself should sum this all up for us by saying
that the lover, the poet and the lupatic are all
alike.

To wind up this note on erotic love may |
point out that not all Gresks of the time we
are speaking of were inclined to slake their
love roughly violently like Zeus on his Gany-
mede, There were also those who were totally
put off by it like Erastothenss who preferred
the smoothness and the langour:

| leave males to others

| only want love making with women
their love endures

boys become unattractive so quickly
| loathe all those hairs

where their absence is so pleasant

The excellent translations from the Greek
were done by Mike Kelly whose book Jousts of
Aprhodite can be found in the British Council
library.

Ace Radio Cab
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INDIAN BUDGET

Bartering Swaraj For ‘Economic Miracle

Yashwant Sinha

he crisis in the Indian ecan-

omy, coming as it does when
the communist block is a sham-
bles and the Third Werld in
disarray has given rise to many
myths, 1t iz tme we wunder-
stood clearly both the nature
of the present crisis and its
relationship, if any, with global
developments in order to explode
these mvihs.

It is now accepted by all
that " the crisis in the Indian
economy is the direct result of
the profligacy of the eighties,
The Economic Survey presented
by the Marasimha Rao govern-
ment to Parliament in July,
1981 gives a graphic account
of the liberties which were taken
with the economy by thase in
power in the eighties. But this
crisis was largely fiscal with,
no doubt, a serious spill-over
effect on the balance of pay-
ments position. The Gulf crisis
proved to be the last straw on
the camel's back,

Fiscal Deficit

But even after this, the remady
was not so complicated. The
need to reduce the fiscal deficit
of the government was para-
mount. Steps were needed 1o
curb non-essential imports and
increase the earnings of the
government through better tax
compliance and of the country
through a greater export effort.
Some recession and & certain
amount inflation was inevitahla
as a result of these steps.
Other steps, therefore, which
gave a powerful fillip to infla-
tionary expectations like devalu-
ation of the rupee and increase
in interest rates should, there-
fore, have been carefully avoided.

The problem that we faced
was of our creation and not
the result of global develop-
rments. The compleis retreat
from whatever this country has
stood for and held dear from

The writer is & former, Finance
Minister af (ndia

the days of the freedom struggls
and subsequently is not war-
ranted by economic consider-
ations. The reasons have to bs
sought elsewhere and they reveal
a dark and sinister design.

The first myth which has
been floated is that because
socialism has failed in the Soviet
Union and other eastern Euro-
pean countries and has been

abandoned there, India must
also abandon its past policies.
Mothing could be more out-

rageous. The political and eco-
nomic system which obtained
in the Soviet Union and the
other eastarn European countries
was totally different from the
system which was evolved in
India.

The second myth is that the
whole warld is changing and,
therefare, India must also
change. In fact, nothing has
changed especially in the deve-

loped countries. If changes
have indeed taken place they
are for the worse. Intagration

Is a one way street and the
burden must fall on those least
capable of bearing it. Dunkel's
draft is ample proof of it

The third myth is that the
palicies which we claim to have
adopted now have wrought econ-
omic miracles in countries |ike
South Korea, Taiwan, Singapore,
Malaysia, Indonesia and Mexico
and that such a miracle is
about to happen in India also.
In comparing these small coun-
tries with India, the vawning
gap betwean their scale and
conditions and ours, both poli-

tical and economic is com-
pletely faorgotion.

Tha fourth myth is that the
mere development of industry
in the country is a panacea
for all our ills and that in-
dustrial development can only

be achieved through unrastrictad
foreign investment and foreign

technaolology. When the present
government came to power, a much
-discussad draftagricultural policy
paper was already there. It has
not been finalised till date, whila
the industrial and trade policies
were announced within weeks
of the installation of the present
govarnment, Does it mean that
agriculture and related fislds have
a lower priority?

And finally, there is the myth
of the "caged tiger”. Qur financa
minister has talked of releasing
the “animal instincts’® of the
Indian entreprensur. Such cara-
fully chosen expressions are
part of the capitalist marketing
strategy to create a false sense
of strength in order to subservs
their own interests,

The international environment
continues to be hostile to India,
in fact, even more so today than
in the past. Each country is
fighting flercely to protect its
national trading blocks is an in-
dication of the disintegration of
global systems and when caution
is the nosd of the hour we seem
to be rushing in whers angels
fear to tread.

India is clearly under pres-
sure on all fronts intarnationally.
The world has not only becoms
unipolar but in the collapse of
the Soviet Union, India has also
lost perhaps its only true friend.
The US is in full cry and out
to overcome whatever resistance
there is to its policies and per-
ceptions any where in tha world
India has for far too long been
perceived by the U. 5. as a country
with very close relations with
the Soviet Uuion and not at
the back and call of the US.
The US would like all that to
change now and bring India
within its net on its terms. The
sudden insistence on India signing
the NPT, the passge of Pressler's
amendment in the US Senate

{Continued on page 21)
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Educate Police

Soli ) Sorabjee

hers is often not enough

realisation about the crucial
role of the police in the pro-
tection of human rights. Indeed
our freedom to move freely and
ba secure in our homes depends
largely upon our police force
and their ability to “keep' the

peace’’. Apart from peace-kee-
ping duties, the police have
another important function to

perform: To uphold the rule of
law by protecting the law-abi-
ding and getting the guilly
punished.

A society where the offendars,
especially the affluent and the
well-conected are not brought to
book, is bound to breed a large
number of malcontents whose
anger and frustretion inevitably
lsad to attempts to overthrow
the system and in the mean-
time generate myriad tensions
and conilicts. The practice of
untouchability and persistence
of bonded labour with near
impunity, and the abject fail-
ure to punish those who com-
mitted heinous crimes during
the 1984 anti-Sikh riots are
some instances.

Major Violators

Maore sinister than the sins of
omission is the phenomenon that
the protectors of human rights
have become their major viola-
tors.

Violations of human rights by
police occur partly because of
the functions they have to per-
form and their manner of per-
formance. Life and liberty, the

An internationally known HUAMAN
RIGHTS activist, the writer, served
s (ndia's Sofieitor-General.
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On Human Rights

maost basic human rights amply
protected by the Constitution
are the main casualties.

There are numerous cases of
death in police custody on ac-
count of physical torture. “Folice
encounters’ is often a euphemism
for murdering persons whom the
police regard as dangerous cri-
minals and whose prosecution
and conviction according to the
law of the land are wvery diffi-
cult because of serious handi-
caps in securing svidence aga-
inst them.

Our Constitution guarantees
protection against self-incrimina-
tion. Yet third degree methods
and inhuman treatment during
interrogation and detention of
a person in police custody are
rampant @nd make a mockery
of this guarantee. Other cas-
ualties are freedom of expres-
sion and of assembly whoss
significance usually escapes the
police. Political mestings where
there is strong criticism of the
government are often broken up
gnd speakers are arrested.

Equality of treatment is an-
other human right  which
is frequently flouted. The readi-
ness displayed in dealing with
the complaint of an industrialist
or a politician about the theft
of his transistor is in marked
contrast to the callous treatmant
of a domestic sarvant's compla-
int of assault by his master.
Unconstitutional commands from
their superiors, both official and
political, are the order of the
day and for an average police-

man it is safe to vyield to pres-
sure and oblige the accuser or
the accused in accordance with
the “directives’ received by him.
A recurrent complaint, not always
unjustified, concerns the parti-
san role of the police in hand-
ling communal riots.

The pervailing perception of
the policeman by the common
person is one who has wvast
powers to use force as the coer-
cive arm of the state and which
practice are exercised arbitrarily,
unjustly and without accounta-
bility. Though the impression
is not universally true, the main
reason for it is that the concept
of police befriending has not
taken roots in India.

Vihat are the causes for this
distressing state of affairs? One
of them is that the police have
an old history as an instrument

of state repression. They were
a colonial force used as much
to crush political dissent and

punish freedom fighters as to
combat crime. The hangover of
this colonial mentality  still
persists.

Another causs may be the so-
urce of recruitment. Having wit-
nessed discrimination and the
accompanying unfairness and cru-
elty as a daily routine in their
immediate surroundings, the ave-
raga police person at the time

of joining the force does not
have much sensitivity to basic
human rights. Above all, he

has received no training or edu-
cation worth the name which
would help him to overcoms
these handicaps.



Excessive politicisation of the
Police force is one of the main
causas. The police will indulge
in a5 much lawlessness as the
government of the day wishes or
tolerates, emboldened by assur-
ance of official patronage and
political protection.

Another factor is the beliaf
that in dealing  with hardened
criminals and habitual offenders,
third degree mathods and inhu-
man treaiment are not only legi-
timate but necessary for sffect-
tive detectlon of crime and suc-
cessful procecution of the cri-
minal,

Regrettably, apart from a cross
section of the community, soma
top administrators and ministers
also share this thinking, espe-
cially when the crime commit-
ted is a sensational or blood
curdling one.

Mo doubt terrorism must be
suppressed, insurgency tooted out
and murderers of innocent people
dealt with swiftly and sternly.
The police and the security for-
ces must be fully and adequately
equipped and supported in every
way o counter terrorist onsla-
ughts. But to kill in cold blood
8 person suspected of numerous
terrorist acts is murder plain and
simple. Law-enfarcers just can-
not stoop to the level of the
criminal. Government lawlessness
is no answer to terrorism. The
tule of law has, to be observed
even in the most trying and
templing situations.

How do we remedy the situa-
tion? First and foremost there
must be radical improvement in
the living conditions of the
police’ force which are far from
satisfactory. Thaeir workload has
increased substantially and itis
reported that they work 16 hours
28 day and seven days a week
which leaves them hardly any
time for recuperation or recreation.
It is difficult for the paolice to he
civil and sepsitive to human
rights in these conditions. In-
dulgence in wholesale condem-
nation of the paolice without
appreciation of their * problems

is unfair and demoralising. There
should be public acknowledg-
ment of honesty and devotion
to services whenever one comes
across it.

Political Bosses

The politicisation of the police
force by political bosses must
be relentlessly eliminated. Not-
hing has contributed more to
the degeneration of the police
force than its manipulation by
the power-wielders.

The crying need, however, is
for proper, comprehensive
education of police personnel at
all levels. Knowledge of the
vatious sections of the |.P.C
and Cr. PC is not sufficient.

There should be a compulsary
course in human rights and it
must be drilled into every pal-
ice person that his primary loy-
alty is to the Constitution and
the laws.

If we implement thess mea-
sures we may be able to sas
the re-emergence of the |aw-
abiding policeman with a sen-
sitive conscience for human
rights, who is not shunned or
feared. |

Bartering Swaraj. . .
fCantinued fram page 18)

which we are wrongly lauding
today, the insistence on reducing
defence expenditure, the incre-
sing one sided collaboration in
the defence sector with the U.5.,
the “trial” of India under Sp-
ecial 301, Dunkel's draft in the
GATT talks, the free unrestrictad
entry of multinationals on their
terms, the other conditionalities
imposed by the IMF/Warld Bank,
are all indications of the press-
ure that the U.5 is bringing to
to bear on us to make us fall
in line,

There is much that is wrong
with us. We have made mistakes
in the past. The pace of our
growth should have been faster.
We should have solved the pro-
blems of poverty, unemployment,
drinking water, health, education
and communication faster. But
ultimately a nation has to decide
upon the final tradeoff between
the rate of economic growth
the, external ramifications of its
economic policy and its foreign
policy, its demacratic framework
and ultimataly its soveraignty
as 8 nation-state,

Economic Growth

Perhaps our people and their
leaders in the early years of
independence did work out this
trade-otf and consciously satt-
led for a strategy under which
the rate of economic growth
could be slowar but which gave
full freedom of action on the
foreign policy front and which
preservad the democratic frame-
work of the country and safe-
guarded its soversignty. Thera
is not one nation in the paost
World War Il era which has
achisved an economic miracla
and at the same time followed
an independent foreign policy.

In our quest for such as
economic miracle, therefore, let
this chilling thought not escape
us. It is not marely the miserias
this economic policies ara going
to heap upon us, espscially on
the poor and the helpless that
will have to be paid as the
price of this misadventure. The
damage in the long term is
going to be incalculable, both
economically as well as politi-
cally. The clarion call of the
father of the nation namely
“"Swadeshi and Swavalamban®
which were the bedrock of Swaraj
have bheen abandoned for a
handful of daollors Swaraj itself
is in peril.
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Western Hegemony Over News Flow

S. 5. Gill

66 he United States has long

Tregardad“, said President
Reagan, “the principle of free
floww of information as a corner—
stone. of any democratic political
order.’”” Being the prime maover
behind the information revaolu-
tion, the American stake in the
“free flow of information’ is
quite understandable. Also, this
commitment to & noble demo-
cratic ideal is a many splen-
doured thing.

In 1983; the U.N. General As-
sembly adopted a non-binding
declaration of ‘“‘principles gov-
erning the use by states of
artificial- earth  satellites  for
international television broadcas-
ting.” The right of prior consent
by the host country embodied
in this resolution was supported
by 108 nations. But true to
its loyalty to free flow of in-
formation, the U.S. opposed it
tooth and nail.

Baby Food
Again, about the same time,
when the W.H.O. drafted for

national adoption, a resolution
to restrict aggressive forms of
marketing and advertising for
baby foods, America happened
to be the only country to vote
against it.

The most notable instance of
this “principled” stand was,
perhaps the vigorous opposition
by the W.S. and other indus-
trialised countries to the UMES-
CO's resolution on the New
World Information and Commu-
nication Order. This resalution,
based on the MacBride Com-
mission  report, was a modest
attempt to ‘‘correct the inegu-
alities in the flow of informa-
tion to and from developing
countries and between those
countries.”” As nearly 80 per
cent of the world news-flow
emanated from the Woestern
news agencies, and 90 per cent
of the radio frequencies’ spec-
trum had been cornered by
developed countries, the UMNES-

CO felt that this sort of extrame
imbalance needed somse corrac-
tive, Thera was a howl of
protest from tha first  waorld
dzlegates against this “sinister
design” to throttle the fres
flow of information, and pro-
maotion of state intarvention in
the sacred precincts of demo-
cracy.

The fact of the matter is that
tha new information technology
has radically changed the wvery
character of information. The
highly sophisticated, computeri-
sed methods for its generation,
processing, transmission, storage,
retrieval and dissemination have
turmed it into a high-priced
commuodity.

Of ecourse, some categories
of information always carried a
price tab, Medicinal formula-
tions, industrial or chemical
processes, copyrighted products,
were all proprietory items of
commercial wvalue. But today
information has becaomsa the ba-
sic element in production, dis-
tribution, administration, work
and leisurg. All this information
is of a specialised nature; it
requires  expensive  equipment
and trained personnal for its
manipulation and, thus, it is ac-
cessible only to those who can
pay for it.

Twa simultaneous results of
the information revelution are
of particular relevance lo the
Third World. On the one hand
we seem to be inundated by a

deluge of information. Compu-
ters, oplic fibres, lasers and
satellites are the channels through
which this information gushes
farth.  They are all creatures of
high technology. And techno-
logy is always the handmaid

of the culture which produces
it. Created by advanced indus-
trialised countries, this techno-
logy is a faithful servant of its
mastaers. The computer program-
mes and data bases that we
in India wuse were created in

America, and designed to serve

their work culture and habits
of mind. By borrowing them
wholesale we bhegin to view

our waork anvironment through
alisn glasses.

At a more innocuous level
let us look at a popular hles-
sing of information technology.
Bored stiff by the bland fars
dished out by Doordarshan, tel-
evision viewers are having thair
fill of entertaining programmeas
beamed from commercial satel-
lites. First it was C. N. M., then
Star T. V. then B. B. C. and now
Pakistan T. V. Many more such
ventures are in the offing, incl-
uding a regular Hindi channel.
The more influential sections of
our society which watches these
programmes, not only derives
pleasure from this divarsion, but
also the social mores and poli-
tical perceptions of the host
country,

But this is only a small sag-
ment of the information coloni-
alism to which technological
advance exposes us. The second

fall out of the information
revfolution is much maore
fearsome. Thera are two
main agencies which finance
and control the communication
technology. First, the military

establishments, looking for ever
more sophisticated weaponry. The
leading player in this arena is
the Pentagon. But far its massive
subsidies to the American multi-
nationals it would have been
impossible to mount the sort
of ressarch and development effo-
rt that led to major breakthro-
ughs in this field.

Secandly, the multinationals
themselves were guick to parca-
ive the great commercial poten-
tial of the information technol-
ogy and went all out to exploit
its civilian usas.

As aresult of these develap-
ments, the information revelu-
tion is completely dominated by
the  military-industrial complex
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which has absolutely no moti-
valion to promote iree flow of
information. Military affairs are
treditionally cloaked in secracy,
and multinationals are not known
to freely share the fruits of their
research with others.

Thers were times whan univer-
sities and research centres were
public forums of free enquiry.
Mot so now. Scientific research
has become highly expensive,
and the universities depend hea-
vily on liberal grants from the
industrial giants. These grants
are now given in such a slan-
ted manner that research serves
the best interests of the donors.

All these donors claim to be
great champions of free flow
of information. An executive of
the largest computer firm once

Gaining . . .

{Contined from page 7)
islands of Mandaitivu, Kayts and
Karainagar off the Jaffna penin-
sula. It is a serious blow to
the LTTE's seafaring capabilities
gs the outfit is already opera-

ing amidst serious constraints
due lo Indian counter measuras
such as strict naval patrolling

of the coastline and armed sur-
veillance.

Hence the total capitulation
of the LTTE In the Jaffna pen-
insula has seriously weakened
its strength and morale in the
ongaing battle. A recent propo-
sal by cabinet minister § Than-
daman for negotiations and tha
susbequent initiative by the Bud-
dhist cleray for a dialogue with
the militants have made little
impact, Moreover, with nonin-
volvement of India in the peace
process, there is no sign of an
early end to this conflict.

At present, The Sri Lankan
scenario  presents a confusing
picture, The Tamils, an their

part, have been intransigent in
arriving at a reasonable solution
to the ethnic conflict. On the
other hand, the Sri Lankan gowv-
ernment has not been &ble to
tackle the situation and has,
instead relentlessly  pursued a
military solution to the protrac-
ted ethnic conflict. %
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stated, "IBM does business in
in over 120 countries. Wa ara
therefore, very dependent on free
flow of information.” All trans-
national financial institutions ara
strong advocates of this doctrine.
as the trans-border flow of data
along the international electro-
nic highways [s the life-line of
their transactions.

Cornerstone

In a very real sense, infor-
mation is power. And power
is the domain of politics. In tha
international political arena, itis
only the leaders of information

technology who dominate the
world. Their lofty pronounce-
ments notwithstanding, they use
the powsr of imformation only

to extend and tighten thair he-
gemanic control, either directly
or through their transnational cor-
porations. And for the people,
they have to keep alive the illu-
sion of free flow of information
which, as President Reagan as-
serted, is the “cornerstone of any
democracy.’”” But in actual fact,
said H. Schiller, ""Paople in the U.5
may be among the globe's Ipast
knowledgeable in comprehending
the sentiments and changes of
recent decades in the interna-
tional arena.”” But that bothers
not the grubby masses for whom
“A supermarket i a democratic
citadel, the place where demo-
cracy is practisad daily by the
shoppers in their numerous deci-
sions and choices.” (317 World)

CORRESPONDENCE
Democratising the
U.N.

This decads has seen ths
concepts of ‘Democracy’ gain-
ing kean support throughout
the waorld.

This unstoppable trend is
bound to take root even in the
United Mations. Unless its pra-

sant “rulers’’ make timely effarts
to democratize the International
body's policy making and im-
plementation processes, the .M.
may disintegrate.

At the time of tha original

UM Charter, four of the five
permanent membars of the secu-
rity council had political and
economic control over the

majarity of countries. According-
ly there could have been soms
justification for the special posi-
tions afforded to 1hem.

However such mitigating cir-
cumstances no  longer  exist
Moreover, Japan, Germany and
China who were defacto ‘out-
casts’ of the International com-
munity during the earlier periods
of the UN are now the maost
sought after countries by the
developing and developed coun-
tries alike.

It is therefore regretable that
the recent meeting of the heads
of state of the current
Security Council failed to address
such and other significant
changes in international rela-

tions. This indifference has also
been reflected in the recently
announced reforms proposed by
the new Secratary General.

The long overdue refarms to
bring the UN to reflect current
realities should include amongst
other things. the abolition of the
system of permanent represent-
ation in the Security Council.

Other desirable measures could
include the possible replacement
of the Security Council by a
democratically eclected ‘Peace
Council’. Such a council would
no doubt reflect the world's
desire to secure genuins peace
rather than the conspicuous
proliferation  of the conflicts
which the world has witnessed
under the domination of the
Security Council.

EBernard Wijedoru
Austin Avenus, Hong Kong

Buddhaputra vs Bhumiputra

It would ba very much ap-
preciated if Mr. Sarath Amunu-
gama (LG. of 01.03.92) could
enlighten the readers as to why
ha_ referred the two Christian
priests  as Fr. Singaraiya and
Rev. Deogupillai and to the
two Buddhist monks merely as
Tiranagama Ratnasara and Ma-

du!awau-u‘et Saobhita.  If there is
any political, social ar ematio-
nal reason for drawing this

daring distinction,
quite interesting,

E. M. G. Edirisinghe
Dehiwala.

it would be



>0LOMBO

The Pivotal Port of South Asia

Ideally located to cater to the
region’s transhipment trade and
the world’s maritime industry.

»

The best turn-around times in the Region for all traffic.

A streamlined fully-computerised operation.

A Net work of Container Depots & Freight Stations.
* A consolidated Rates Structure.
* Attractive rebates for transhipment.

+ Safe handling by skilled personnel.

SRI LANKA PORTS AUTHORITY

19, Church Street, P. O. Box 595, Colombe 1, Sri Lanka.
&x 421231 421201 Telex: 21805 Ports CE  Fax: 540651




SPESETTRRSY SRR Gl AR ARG

We are a different kind of Guardian to you.

There are a multitude of Guardians during your lifetime.

© They who guard the freedom of speech & sxpression.

They who protect the basic humon rights of mankind.

@ They who guard the democratic freedom tc which
each of us is entitled as citizens.

Each of us is a Guardian to others who flook to us for their

dependency in day to day life.

But the difference is our Guardianship rests on our deep concern
for your future. We are trusted Guardians of your hard-earned
money, guiding you on how to spend and how to save for you

and your dependents tomorrow.

S0 Reach out Today
For your Life-Long Guardian

PEOPLE’S BANK

A Different kind of Guardian for you.

S T e S o N e e e e e e e e e e e S e A e A A A ot et e et P e



	1 (1).bmp
	1 (2).bmp
	1 (3).bmp
	1 (4).bmp
	1 (5).bmp
	1 (6).bmp
	1 (7).bmp
	1 (8).bmp
	1 (9).bmp
	1 (10).bmp
	1 (11).bmp
	1 (12).bmp
	1 (13).bmp
	1 (14).bmp
	1 (15).bmp
	1 (16).bmp
	1 (17).bmp
	1 (18).bmp
	1 (19).bmp
	1 (20).bmp
	1 (21).bmp
	1 (22).bmp
	1 (23).bmp
	1 (24).bmp
	1 (25).bmp
	1 (26).bmp
	1 (27).bmp
	1 (28).bmp

