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answer is obvious: these countries are
pathological ¢cases which should not be
models for Sri Lanka.

During the past decade, inflation
has been only 10% on the average for
alldeveloping countries, 3.7% inIndia,
9% in Pakistan, 7% in Bangladesh,
and under 4% for both Singapore and
Malaysia. Compared to the couniries
which should serve as models, the 169

-inflation here is much too high, so that
inflation may well be the number one
threat to the future growth of the Sri
Lankan economy.

-~ What's wrong with inflation ? It
raises costs and undermines the com-
petitiveness of exports, and increases
the attractiveness of imports, both of
which hurt business output, profits,
investment, and employment. Inflation
distorts relative prices, changes incen-
“tives, and thus weakens the working of
the market price system and its ability
to facilitate the proper allocation of
resources. The lack of macroeconomic
palicy to control inflation is one of the

WRONG policies pursued inmostlow-

_income countries, and it appears

prominently in every list of policies -

followed by the rapidly growing coun-.
_tt‘lea, such as those in Bast Asia.

In recent decades, the main cause of
inflation in most countries most of the
time has been an excessive fiscal defi-
eit, with | spendmg exu,edmg govern-
ment revenue. Although "supply gide!
factors, such as the drought, power
ontage and labour unrest have con-
tributed to recentinflation in Sri Lanka,
it- 1% belicved that the underlying,
longer-run causeis rooted in the budget
shortfall. This fiscal deficil as a per-
cent of GNP is 9% of GDP, compared to
about 2% lor developing eountries, on
the average. It is only 6% for India, but
in the East Asian economies Lhere have
. been budget surpluses during the past
five years | (This is proof, should such
be needed, that governments can bal-
~ance their budgets if thov pu! their
minds to it.)

Becsuse the conflict in the North
and East may be the major cause of
increased spending here, other areas
of government spending must be re-
duced if inflation dg t6 be controlled.
Some ‘governments elsewhere have
succeeded in cutling spending, but did
sohy n—-duungthc WRONG items, such

a8 infrastructure maintenance and
expansion, so that roads, communica-
tions, trains, ele. were neglected, with
a negative impact on their long term
productivity and development. Obvi-
ously, hudget cuts require a surgeon's
acalpel, and not the axe.

Inflation is maost likely when the
budget deficit is financed by increases
in the money supply. Although the
annual rise in the money supply (M2)
hagfallen from over 16% in 1990-1994

to sbout 11% thiz year, the annual

increase remains excessive. A specific
target, such as 8% per annum should
be enforced, with the principle heing to
increase the money supply in hine with
the targeted real rate of growth of
GDP. One suggestion made in this re-
gard is to make the Central Bank more
autonomous, so that it can focus atten-
tion solely on maintaining stability in
the muacro-economy, free from day-to-
day political pressures. New Zealand
has recently intraduced major reforms
in this area which may merit consid-
eration by Sri Lankan authorities.

The Ministry of Finance and the
Central Bank fully understand the in-
flation problem, and both are doing
their best to resolve it. They should be
given widespread support sothat there
can develop the political consensus re-
quired to implement better fiscal and
monetary policies. © '

Some of those with whom I have
held digcussions have argued that the

.exchange rate is out ofline, They point

outthatthe combination of lowerinfla-
tion elsewhere and more rapid depre-
ciation of competitors' currencies make
it very difficult for exporters to match
international prices. This is a point of
view meriting careful consideration,
but the Central Bank's managed
floating exchange rate policy is work-
ing quite well. Emphasis should he
placed on increasing productivity and
lowering inflation (through fiscal dis-
¢ipline) as the soundest, most respon-
s1ble approach for i 1ncrea51ng Sri Lan-
ka's competitiveness in the world
economy. :

Low saving and investment
~ One of the main causes of unem-

ployment and sluggish growth is the
lack of savings und investment, which

mation. Domestic saving in Sri Lanka
15 only 15% of GDP, less than the av-
erage for low, middle and high-income
countries, less than half the average
for East Asian countries as a whole,
and less than one-third the 51% in .
Singapore.

The reasons for low savings are
complex, but conisideration needs to he
given Lo improving the efficiency of the
financial market, the expansion of
which should be strongly encouraged.
More rural savings should be gener-
ated and tapped, in part through the

" extension of services of existing banks

{as Peoples Bank has done with: 125 :
new branches) and an enhanced postal-
savings system, already being imple-
mented by the National Savings Bank.
However, an alternative mechanism
known as "micro-eredit”, which started
with the "Grameen Bank" experiment
in rural Bangladesh, but which has
been successafully "transplanted” else-
where, should be expanded here.

Inthe past, taxincentivesforsaving
have been introduced, modified, and
then changed again, so that the incen-
tive effect is dulled. A congistent, pro-
saving tax credit (or exemption) would
probably reap high rewards. Increas-
ingsavingsigsoimportantthat perhaps
the private and public sectors should
join forces in creating a massive na-
tional savings campaign, utilizing TV
and other forms of media, as well as
preparing materials for use in schools.

Equal effort must be placed on im-
proving the incentives toinvestors, both
domestic and foreign, by controlling
inflation on the macro side, and by
improving the functioning of markets
(by reducing price distortions and in-
creasing flexibility) on the micro side.
Too often the emphasis is placed on
creating new investment incentives
(subsidies or tax credits), which worsen
the budget deficit. Instead of more "in-
centives", it would be much better{and

cheaper) toremove existinginvestment. |

bottlenecks and barriers, such as those
discussed below.

< Investment is mainly financed from
domestie savings, but these are sup-
plemented by two sources, so that in-
vestment was 27% of GDP 12% above
the domesticsavingsrateof 15%, About

~half(5%) of the difference comes from

are absolutely essential for capital for-
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Priorities for the
Productivity Decade

fter the Second World War

the  contemporary pro-

ductivity conceptemerged

and guained wider recug-

nition as there was an ur-
gent need for economic reconstruction
and rchabilitation to build war-rav-
aged countriesfrom the ruins and ashes
by developing modern industries,

The first productivity boom arose in
Western European countrics in the
late 1940s with the introduction ofthe
Marshal Plan to help rebuild the war-
devastated industries. At that time
Productivity Centres or Productivity
Councils were established in almost
all the Allied countrics in Western
Furope.

In 1955, Japan joined this movement

~ obtaining technical and financial as-
sistance from the USA. The Japan Pro-
ductivity Centre(JPC)was established
for this purpose. In 1961 the JPC cal-
laborating with the Japanese Govern-
ment tock the initiative in establish-
ing the Asian Productivity Organisa-
tion (APO) which plays a catalytic role
in improving productivity in the coun-
tries of Asia and the Pacific region.

APQO serves as think tank, calalyst,

région al adviser, institutional builder
and clearing house for productivity in-
formation.

The immediate consequence of set-
ting up of the APO, was the establish-
ment of National Productivity Or-
wanigations (NPOs) in the member
countries of the APO. Sri Lanka joined
the APO in 1966 a5 a result of a bilat-
eral agreement reached between the
Governments of 5m Lanka and Japan.

Singapore, considered as an "Economic

Tiger" in East Asia joined the APO
three years Jater in 1969, "Baby Ti-
gers" such as Indonesia and Malayaia,
which are much ahead in productivity
improvement than Sri Lanka, joined
the APOm 1968 and 1983 respectivel y.

_As a result of the said agreement
- the Management Development and
Prod uctivi ty Centre (MDPC), th ¢ fore-

runner of the National Institute of
Business Management (NIBM) was
established in 1968, in collaboration
with the UNDP with ILO as the ex-
ecuting agency, to play the role of the
facilitator in improving productivity of
Sri Lanka. At present the National
Institute of Business Management
(NIBM) is designated as the National
Productivity Organisation (NPO) of Sri
Lanka which maintains strong links

- with the APO and other NPOs in the

Asian region.

A NPO maintains operational net-
working with the APO and acts as the
national change agent for productivity
promotion and implementing agency
for APQ programmes in the country.

‘In all other member countries NPOs

spearheaded their productivity cam-
paigns, provided productivity policies,
plans and guidelines becoming the
productivity monitoring agency and
Secretariat.

by

D b Thoradeniva

With the passage of time I\-'Ianagc—
ment Training and Computer Educa-
tion took the foremost positions among
the activities of the NIBM and pro-
ductivity became an ocecasional topicin
one or tWo training programmes. As
the NPO of Sri Lanka its contribution
to 5ri Lanka's productivity improve-
ment was nol worlhy of consideration.
As 4 result the NIBM was considered
by the APO a "less developed NPO!
and experts' visits were proposed by
the APO to assist NIBM and to take 1t
on the correct path.

The Productivity Campaign of
Sri Lanka

The National Institute of Business
Management (NTBM)in its capacity as
the National Productivity Organiza-
tion (NPO} of Sri Lanka Taunched Sni
Lanka's Productivity Campaignin 1993
by ldunching three programmes. These
programmes were iniliated 4s a sequel

Lo the high-powered delegation headed
by the Secretary General of the APO,
Mr. Kenechi Yanagi, who visited Sri
Lanka in early 1993 to explore the
possibility of commencing the Produc-
tivity Campaign of Sri Lanka.

Thethree programmeslaunched are
the National Productivity Awards
Scheme for the Manufdacturing Sector,
Productivity Awareness and Skills
Development Programme for school
children and the National Productiv-
ity Convention. These programmes
were continued for four consecutive
years in 1993, 1994, 1995 and 1996
respectively, adding many more pro-
ductivity awareness and promation.
programmes and productivity compe-
titions, and the successful launching of
the Model Companies Programme
{MCP) for improving productivity. The
Model Compamnies Programme has now
been extended to cover nearly 20 or-
ganizations which includes a munici-
pal council. Where implemented the
MCP was instrumental in changing
the so-called "garment culture” in the
garment factories and in removing the
colonial legacy in tea factones respec
tively. :

Another landmark of Sri Lanka's
Productivity Drive is the Round-Table
Conference (RTC) held under the aus-
pices of the APO in early 1995, to
formulate strategies of productivity
improvement for Sri Lanka.

National Productivity Year in
Retrospect

At the Second National Productiv-
1ty Convention held in December 1994,
incorporating the Annual National
Productivity Awards, the Minister of
Industrial Development, on behalf of
the Government of Sri Lanka, declared
1996 as the National Productivity Year
(NPY). In the early part of 1995 an
article entitled, "A ‘Blueprint for Pro-
ductivity Year", gave a detailed ac-
count of the areas that need the at-
tention of the Government, industry,
companies, industry associations and

|" 1
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_ PRODUCTIVITY

culture is necessary where * everyone

every next process - even within your
organisation - is your customer. Even the

customers who must receive a Sservice
more than just adequate. The drive for
higher quality requires substantial analysis
using the a data based appioach where
everyone could make a contribution in
collecting, analysing, and finding
solutions.

Productivity means getting more valuable
output from every unit of resource, ie
from every unit of money, from every unit
of land, from every unit of time, from
every unit of energy. from every unit of
raw material, and so on. Productivity is
not merely production it is production or
output in relation © one or more of the
resources used. According to the technical
definition of productivity it is the 1_‘al_'io of
output; to . input, or .in other words
productivity. = Uu(puta’lnput Pmduuwﬂy
can be measured either in terms of single
factor productwlty, where only one input
factor is considered, or as multi-factor
productivity where two or more factors of
input - are -considered as a : composite
measure of input, or as total factor
productivity where all input factors are
considered. In a manufacturing concern it
is usual to use single factor productivity.
Labour productivity is a single factor
productivity measure where labour is used

proaductivity, and capital productivity use

as the input factors. Also outputs and
inputs can be measured either in terms of
physical units' “of ' in financial units.
Physical units are such as cutput in terms
of units ‘produced, kilograms of output,
litres of output, passenger kilometres run
etc, and inputs in terms of man hours,

hours of cnergy ete. Financial measures
of output are Rupee value of productlon or
Added value of output, while inputs could
be m.neual _cost, labour cost, cnergy cost
and so on. ‘The first step therefore is to
have a good set of productivity ratios,

know where you ‘are in  terms of
productivity . and  perhaps you could

be used to evaluate pelfoumnce [hrough
cross sectional and trend comparisons.

C_f_‘).__n._.lpt.:tili_\fe

In . today s s

environment

believes that 100% right is possible, that
every prior process is your supplier, and

telephone operator therefore has internal

as the input. Material productivity, energy -

mat&_fial, energy, and capital respectively

weight of raw material used, kilowatt -

because this is the only way you could

benchmark, Prnductmty ratios could also-

excellence of ' an enterprise can be
achieved only by a good return on its

investment and also by creating and

sustaining a satisfied or a delighted
customer base. This means that both

 productivity and quality have to be
‘pursued with vigour. The productivity of

every unit of raw material, every unit of

~labour, every unit of energy. and évery.

unit of land o floor area should be
improved. Outputs should be increased
while inputs should be reduced.

The second step in a ° productivity
improvement exercise is to analyse your
revenues if you have more than one source
and determine which source of revenue is
more significant, and then give priority

“accordingly. This source could be further

analysed to study thL effect of changes in
price/quality etc. This ~area usually
concerns the mcreasmg of the value of
outputs.

the area of

Thereafter comes input

reduction. The costs of operation should

be studied to détermine the su,mhcam
costs. This is where many mdublrullsts g0

wrong. Once 1 came across a manager
‘who  complaimed  that - his
productivity was low and when I further

investigated I found that labour is only 5%
of the total costs while direct material was
70%. So why worry so much about labour
productivity © and  ignore “the cost of
material. The relative importance of costs
vary from industry o industry. In some
labout intensive industries labour may be
more significant, while in kiln " type
industries energy cost may be the highest,
in high “tech ‘industries it may be the
depreciation cost of the equipment in
which case the utilisation of the machinery
is more important. T have also come
across situations where the finance ‘costs
were very significant and 'in such a case
higher stock pmducnwty bu.ome% more
lmportdnt

Onmice the priorities have been selected they
could be further analysed. For example if
material s the most significant then
1mc'§ubanons should be made on ways and
means _of reducing it. ~Can’ Lheape]
material be used, without affectim,
quality? Can substitute material be used?
Can the design be changed which will
requrrﬁ less material? Thls is an atea for
the technique of “value andlyb]s Can

waste be reduced? Can rejects be reduc_ed_‘? :

Can the-same material be sourced from a
cheaper supp]lr:r? :

point.  Poor

labour -

For energy, finance cost, overhead costs,
land and floor space costs, and machinery
costs a similar type of investigation could
be carried out. Tackling labour cost
however is —more complicated, and
involves looking into the following
methods.

Improving _the working environment -
This concerns

lighting, temperature,
ventilation, and noise. Although not very
apparent, poar llghtm&, ‘reduces
productivity and increases fatigue. due to
visual strain. For different tasks  the
lighting mtemny lequued is different, and
should be made available accordingly.
Temperature also affects productivity. An
environment which is too hot or too cold
is bad. Hot environments are
uncomfortable to work.in, and increases
fatigue, while an environment which is
cold even though not uncomfnrmhle may
reduce - productivity [hmugh reduced
nimbleness. Studies have shown that
typing and data entry speeds drop when
tempetature is lowered below a certain
: ventll.itmn too  reduces
pludu(,twuy [hrough lack of oxygen and

- the inhalation of pois nous fumes. Noise
-can_be dlbtuctmg and. interfere with
: .wammg bells and alarms, and continued

exposure to high levels of noise may even
cause permanent damage to heating.

Working - times: - The -modefn

recommendation . is - to° provide more
frequent ‘and  shorter  breaks © duving

working periods rather than a longer break
after ‘a long period of work. Breaks are
more effective when given at the onset of
fatigue rather than after fatigue has setin;’
because recovery hom fatigue may ‘then
take longer :

Use of appropriate tools - Although one of
the pioneers of = productivity Fredrick
Taylor gave a good example to the world
about 100 years ago on how productivity
could be increased with appropriate tools,
{in his “science of \h(ivellillg) we still see
many examples of inappropriate “tools
hemg u\cd in lmny placeq of work

El;,onumlcq and better work station Iavoul
- E|50nnmlc‘; is the science of tmmg the
task or machine to the man rather than
fitting the man to the machine. Tt has a
series of recommendations of reducing
fangue and makmg the movements of a
worker more natural and ther efore more
productwe hy taking mlo cnn‘;lderanon thc

Cont d Ol'l page. 26
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- PRODUCTIVITY

nsuring 1mpmvementb in
Productiyity, whetherit is
in goode manufactured or
.servmes »lupphed is cur-
rently very much an "issite
in ) focus” - ‘hoth globally andn ationally.
Within the last couple of years, produc-
* bivity enhancement has become a
matter of 1mportant concern to-the
Government of Sri Lanka (GOSL) - s0
much so, th‘:lt "1996" has been declared
the "Year of Productivity”: with the
decade followmg termed the "Decade
nf P]‘OduLtl\"ltY“ Smce in the bottom

line, enhancement of :Produectivity,
specifically refers to an increase in the
output of goods/services per unit of
. input resources, the questionarises, (if
not consciously articulated) whether
productivity enhancement and quality
improvement. (of outputs - specifically
. orin general ) is contradictory or com-
‘plementary. In more basic terms is
superiority in guality compatible with

two conflict ?

Prior to attempting any answer to
the above ‘poser’, it would be pertinent
to focus attention on some miscongep-
tions regarding the concept of produc-
vty Conceptua]_ly, productivity is a
simple notion - 1t is .a quantlﬁable
relatlenshlp between the output from
any activity to the required inputs,

bh]p 15 S0 managed as to OptlmIZL the
effectlveneqq of nutput fora gwen level
ol mput resources

Wh_ile a’cceptir‘n gthe superficial sim-
p]](,l ty of the concept as stated above, it
15 necessary to apprec1ate that produc—
tivity is inexorably linked with busi-

superiority in productivity .or. do the

‘with the proviso that such a relation-

ness activity. The basic economic goal

_Product1v1ty Improvement and
Concomltant Quallty
Enhancement

of a busmess act1v1ty is to achieve an
acceptable level of profitability and to
sustain/improve stch profitahility.

Since businesses are neceeaarlly con-

‘ducted 1n a compeh tive environment,
where customer expectations and de-
mands are never static but ever in-
creasing, sustaining profitability can
only be through maintaining a com-
- petitive edge. This then requires a de—
liberate strategy of cffective resource
- management being installed in place.
Misconceptions regarding productiv-

ity (simplistic I) range from equating®

:bv

‘Dr. N. R. de Sllva .

Chaiirmin, Sri Lanka Standards Institution

1

productivity with production: (1} to

inputs being considered exclusively as
labour: All in all to cireumvent these
misconeeptions/econfugions it may be
considered meaningful to modify the
traditional definition of produutwlty
to read as: ;

PRODUC‘TIVITY‘ Provision of Proc.l:
ucts and/or Services ageeptable to the
Custorner (OUTPUT): ‘

ULIIISdt]GD of all relevant resources
in an mLelhgent way (INPUT)

twould then necessarﬂy fulluw_ that
consideration needs to he given to
PRODUCTIVITY (and PRODUCTIV-
ITY- Improvement) in each of the fol-
]0W1ng areas - ; :

(i) TECHNOLOGYMANAGENIENT
(11) OPERATIONS MANAGEMENT:
sl LINK MARKETING WITH
PRODUCTION i
(111) MANAGEB‘IENT OF WORKING
CAPITAL CYCIE fe. STOCKS
~and DEBTORS) =
(1v) ‘MARKETING
‘() ACCOUNTING AND CONTROL

{vi) FINANCIAL MANAGEMENT

zation may be obvious, using the con-

'relatmnsth exists between cost, pro-
'ductlwty and prices (at which goods

clc,arly wmpmhended

"2 This relationship must prevail if a

‘expre ssiomn:

unit input costs offset by increases in

'_mcreases) to offset cost increases in |

?1tab1hty a phenomenon of much sig-
- mﬁcance ma competltwe envmmment

- ness. A superior position in either can

(vu)FORMULATION OoF BUSINESS
POLICY

. The 'productivity issue' when viewed
from the conventional standpoint has
also given rise to practlcal complexi-
tles - as for example in defining an
organisation's output. Thus although
the output of a manufacturing organi-

ventlona] definition, by the same
yardstlck whatis output' for abank or
government agency ? Non-manufac-
turing organisations have often failed. |
to deal eifectwely with the 'productiv-
1ty issuc' because of the inability to
relate the term to the nature of theu‘
busmeqs e

" Tn evaluati ng the imp"ei'ct: of produc-
tivity on organisations, a quantitative

and services are sold); This is oﬁen not

business organisation is to maintain
its level of profitability from a given
period to the next: IL ig gwen by the

ACOSTS~ APRODUCTIVITY nPRICES
where A = Degree of change

: An oréanleamon must pase through
{0 its customers, in the form of higher
prices, the nett effect of increases in

the productivity of its inputs. A logical
conclusion would then bs that produc-
tivity improvementis the only weapon,
the organization has, (other than pnce :

the bottom line, and yet maintain prof— i

" In the context of the foregmng we
may now conmder supenenty in Pro-
ductivity vis-a-vis " supenonty ‘in ¢
Quality. Undoubtedly both are keyel-
ements of organisational compstitive-

D|gmzed by-NooIaham Foundatlon'
noolaham:org | aavanaham.org
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— PRODUCTIVITY -

' enhance profits and stakeholder value.

' They are therefore importantstrategic -

“objectives. Supermr 'pmductlwty re-
- sults in lower costs, while superior
quality results in higher demand and

customer loyalty. If the two are inde-

pendent, a superior position in either
can be a source of competitive advan-
tage, Wha’s would be the scenario if
there is a relatlonshlp (correlation)
between the twa? If positive firms with
bupeﬂonty in one will be add1t10na11y
rewarded; if negatwe ﬁrmq will face
 tradeoffs.

: Although today's dominant bpihion
_ appears to be that pmductwity and
guality are complementa.rv, a survey

of the literature (1954 - 1935) reveals

little consensus on the nature of the
'gqualityand product!x’itv relationship'.

There is support for a positive, a nega-
tive or little or no relationship ! This
dilemma may well be due to two pri-
mary weaknessesin theliterature.The

‘first is that nearly all published re-

search shows an emphasis on manii-
factured goods to the near exclusion of
services. The second is.an inconsistent

(and possiblyincomplete) definitionof -~ One

~ quality. The proponents of & negative
relationship  between productivity

enhancementandquality improvement

usually uge a product-baged approach
" wherein higher quality products have
more / hetter ingredients/ features.
‘Those espousing: a positive relation-
ship almost always define quality as
* reliability or conformance to specifica:

tions - even acknowledging that cus- -

tomers ultimately determine quality.

In.,a_ttémptin_g toreconcile these dil-

ferences, it becomes increasingly clear

that there are two different dimen-

sions of quahty (i).features that meet

‘customer. needs and (i) reliability/
freedom from deficiencies. Fach influ-
ences perceived quality, and cach has
a different relationship with- produc-
tivity.

This position is consistent with J.

M. Jurans "fitness-for-use” concept as

applied to quality. He maintains that

customers’ perceptions of guality de-

rive from two rather different dimen-
sions of quality; (i} freedom from defi-

ciencies and (ii) product features that

meet customer needs.

-deficiencies as product failures, such
.as the inability to meet delivery dates,

pearance. Product features, on the

other hand are properties of a product .
intended to meet customers’ needs. The -

'fitness-for use' concept succinctly in-
‘tegrates these two deminant., and

somewhat dlbparate views on quallty :
“and would serve as a foundation for
understanding a relationship between

qu ahty a.nd productivity.

Efforts to achieve high levels of pro-

ductivity and high levels of "features

guality” may not always be compatible
{Juran 1989) - while productivity typi-

callyincreases with greater standardi-

zation, it will decrease with more
customization {the latter being a reg-
uisite to obtain higher levels of fea-
tures quality’). In contrast, freedom
from deficiencies will be compatible
with increases in productivity. Crosby
(1979) contends that lowering the defi-
ciency-rate in the production process
reduces net cost of quality. In addition
the same factors that contribute to
greater - productivity: - reduction of
variation and standardization of prod-
uct - do contribute to defect reduction.

'-u,ach. of the two bdsw d]:.me,'nqmns of'-__-.'
: _quahty (}n evu"all perceived quahty

" where rehabﬂlty!freedom fmni defects 45
drives overall percuved guality. A

negative relationship is more likely

where features/product at ttrihutes

(other than reliability) drive qudhty

Reliability will most likely drive over-

all percelved quality where there s a
meanmgful variation in defects bc-
tween competing products, and cus-
tomers are able to differentiate the
variation. Ifcustomers do not perceive
meaningful differences in reliability

ihey will most likely focus on other
features to evaluate quality.

Another factor fhat should influence
the relationship between productivity

- andqualityis the nature of the produc-

tion process. A positive relationship
hetween productlwty and quality
largely depends on how easily the

- product can be standardized, how in-

puts can be spemallzed and how "hlgh,Jr .
new tech” capital equipment can gub-
stitute for labour without a dlstur- :

bance of quality.

For an ideal ¢ Ah'aiysib of the produc- :

t1v1ty/quahty relatlonshlp it would be

necessary to have a measure of overall

percelved quahty, together with meas-

‘ures of both dimensions of. quahty:

(freedom from deficiencies and 'fea- :
tures quality)and measuresthatwould

Th_ese regrettably ara not available in
large, customer-based database.

Nevertheless propositions regard-
ing the quality/productivity nexus, in
respect of manufactured goods, serv-

T ~ices (the Jatter including those that
_ tequire low-levels of customer interac-

tlon!’customlzatlon) have been made
and tested using a general linear model

considered as a first step towards a
guantitative understandmg of the re-
lationship between productivity en-
hfmcement and quality improvement.

7 Despit_e_ widespread interestin the
‘subject and "across the table" state-
ments often made in this area, an in-
depth understanding is yet to be real-
ized. Failure torealize this maylead to
inappropriate strategic initiatives and
consequently to weaker financial per-
formance. Gl o

He . defines

Cdnt‘ﬁ from page 11 .

.Product1v1ty Su.rveys and

Research

Carrying out Productiéity. Surveys .

and Research to understand factors
that hinder or promote productivity
improvements, reasons for low produc-
tivity, bar_rie_rs_ to productivity im-
provemém. 15} \«'dI'l()‘LlS sectors and in-
dustries and socio-cultural aspects of

_ productwlty are 1mperat1ve

Participation of the Whole Nation
The Productivity Movement should
get the activeand widespread commit-
ment and participation of the whole
nation, particularly the: Government,
employees and workers in activities
thatwill developin them an attitude of
mind that seeks and achleves constant
imprevement in their worlk, The atti-
tude of mind that will be translated

- intoactionis the "Productnuty Wlﬂ’

- characterize a production process.

(Huff et al 1996). This study could be

i mopera.twe goods, or blemlshvd ap-

-Economit—: -Review Mar_ch _ 1997
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- PRODUCTIVITY

Constraints to Increasing
National Productivity
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needs to pay heed to the special re-

- quirements of departments such as

labour where specialist skills are re-
quired. For example, one cannot en-
trust mediation and conciliation to an
untrained person. When it comes to
legalinterpretation which is being done
by the Labour Department the situa-
- tion is even more grave. 5
Productivity is an issue which has

to be bargained at enterprise level and
the position of the Labour Department
is going to interfere with the freedom
parties have in negotiating for produc-
tivity increases in return for wage in-

creases. It also bedevils industrial.

peace, with minority interests being
able to destabilise by challenging
agreements with majority unions.

Productivity in workplaces also suf-
fers as a result of poor transport,
housing difficulties and lack of proper
educational institutions and medical
services. Why would private sector
employers be concerned with such is-
sues ? In the case of transport diffi-
culties, it must be pointed out that late
attendance at work is often attributed
to this problem. Shifts during late hours
are also not possible due to shortages
in transport, especially at night time.
Besides, employees who have to suffer
inconvenience getting to work or get-
ting back to their homes cannot give of
their best at the workplace.

As a result of poor planning in re-
lation to housing and the rent restric-
- tion laws which act as a disincentive
for employers to provide housing to
employees, many employees commute
to work from far away. This inevitably
leads to low productivity brought about
by unpunctuality, absenteeism and
eveninefficiency when they are at work
through exhaustion.

Due to employees having to seek
private medical services as & routine
practice and the costs of education es-

- calating both directly and indirectly,

more pressure is being put on employers
to either increase benefits or wages to
cover the increased expenditure on
these accounts. It must be appreciated
thatthe worker demands that he should
be paid a living wage, i.e, a wage
commensurate with standards of liv-
ing which he is entitled to.

This leads us to the alI_iﬁportant'

{ssue of wage structures and the lack of
a linkage to the performance of the
organisation which employs a person.
In Singapore, and more recently in

Malaysia, flexible wage systems have
been adopted. The emplovee has afixed
componentof his wage and the balance
fluctuates with the health of the or-
ganisation. Some organisations gear
the fluctuating portion to productivity
and some to profits, but theintention is
to see that- employees share in the
wealth they create or the bad times
which face the organisation.

The attitude of some employers who

feel that productivity is a matter for

workers and that the intrinsic draw-
back is the lack of a work ethic on the
side of workers, is really unfair and
indefensible as a general truth. The E.
F. C. some years ago embarked on a
project to enhance productivity in ten
selected companies. The companies

were selected on the footing that they

would be conmitted to the programme
and that their example could be repli-
cated by others. The project did not
yield meaningful results. In several of
the companies, the initial enthusiasm
gave way to inaction.

In some, the managements gave the
excuse that the managers who were
supposed to be the focal point had left
employment or had moved to new po-
sitions and were not available to im-
plement the required steps. The point
is that although employers wish to
improve productivity, the frontline
managers who have to bear the brunt
of such initiatives lack commitment.
This is due to the lack of motivation,
the lack of recognition and the lack of
rewards. :

-As mentioned earlier the Govern-
ment needs to have supportive legisla-
tive reforms. A few months ago when
the President appointed a Task Force
for employment and a dialogue took
place with Labour Ministry officials,
onerecuiring argument was that since
the laws were old and, therefore

ostensibly, tested, that they should not
be changed. It did not seem to be
appreciated that this was the very
argument which had to be inverted
and applied. Are the social and
economic considerations the same as
before ? Is there no change at global-

level since these laws wereenacted ? s

there no need for assessing their rel-
evance ? Do these laws conform to the
need for higher productivity ?

On these parameters how relevant
dare the Termination of Employment
(Special Provisions) Act, the Indus-
trial Disputes Act and the Wages
Boards Ordinance. The Government
withI. L. O. assistance is now attempt-
ing to carry out what it calls a codifica-
tion of the law, but despite our plea
that a valuable code would be a socially
relevant one, the Government merely
wishes to have a restatement and con-
solidation of the existing anachronis- -
tic law. :

Employers need to do their part, as
well, by empowerment of workers. In
Sri Lanka in the last decade there has
been a dramatic change in the educa-
tional level of employees. Some estab-
lishments would have persons of the
same educational level at blue collar,
white collar and executive grades. The
differentiation would, as in the past,
be a knowledge of English or special- |

. ised on-the-job training.

For productivity to be increased it
appears essential to address the im-
portant issue of two-way communica-
tion, team work and training for career
progression. At national level, it is
suggested thatthe Government adopts
an educational strategy that includes

within the school curriculum the ele- }-

mentsofhuman resource development,
such as motivation, leadership, com-
munication and team work. o
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The

Challenge

of _mproving

"-_-.Productmty in the Pubhc Sector

The role of the publlc sector in Sr1

Lanka’s socio-economic milieu has
undergone a - significant change since
independence. Over time the public
service has evolved from a machinery, of
law and order maintenance and revenue
collection into an agent of change and
socio-economic transformation. Hence, the
scope of activities carried out by the
public sector as well as its size reckoned
in terms of the number of institutions and

the employees have expanded over time.

Today, the public service 15 percewed not
only as a provider of essential services but

also as a distributor of resources, mvestDr.

in infrastructure _development and a
regulator of the socio-cconomic system

.thlough policy lﬂlc]\«’LHIlUnb

At present the public sector encompasses
several minisiries ‘and depariments at the

_natmnal and provincial levels, district and

divisional secretariats, . a 11umber of
wmmerc‘ldi Upcrd.tlons run in the form of
pubilc corpordtwm btamtmy boards,
authoritics, banks etc as well as pollce
and - the armcd forces. Since  local
government also come under the purview

of public services one may include the
urban focal authorities and the Pradeshiya

Sabhas within the broad n,atc;,ory of the
public sector.

The life of the average cnuzen is thus
sub_]t:ct to the nfluence of the public
services 'me the time of birth until the
deatl. Tt i is, therelme clear thai the level of

efﬁuency in the defivery of publlc'

services as well as in r(.bourct. unl:zal:(}n
is likely to have a s:gmfcam impact on

the quality of life of the people. Against

this hackground, the present paper intends
to focus on soime crmul 1SSUEs ]Jerlalnmg
to pmdun,twlty lmprovemem in the public
sector and presem some ideas regaldlng
Lhdll},ﬂ 80, as o pmvoke fulther
dlswssmn e

. Productivity

Improvement: the

Challenge

Productivity is a measure of the value of

useful output in proportion to a given
amount of resources or inputs utilized in
the process of generating that output, Thus
‘productivity’ © conveys the idea of

generating value to the customer wh_lch is

_iden[ity card. Since itus Spe_]ling mistake
can cause further problems the cusiomer
value of the output (the National Identity

Card) tends to decline further. Hence there

is low productivity.:

Traditionally productivity has been
considered as the ratio of useful output to
_a& given amount ‘of jinputs.  Thus it is.
believed that productivity can be increased

Figure T

either by lnt.rcasmg the output while

The Performance Process i

(INPUT || TRANSFORMATION |>

OUTPUT |» | CUSTOMER. VALUE.

According to Figure I, the achievement of

high or low_ productivity is a factor that

would depend on the extent of customer
value generation through the output. In
oiher words if the customer feels that the :
output (i.e. the product or the service) did
not give him/her value for meney. it could
be argu_:d that pmductmty (useful output)
has been low. Let us take an example -
from the public secior to illustrate this
point further.

If a citizen wants to obtain a National
Identity Card he or she will have to obtain
an -application form from the relevant
Grama Niladhari (GN) and forward the
form duly " completed along with the
plmtograph and the stamps to the G.N.

who in turn will forward same to the
Diyisional Secretariat. The document is

further checked by a clerk at this point -

and forwarded to the office of the
Commissioner of Registranon of Persons
from where the National Identity Card

j (output) will be sent by post o the

applicant (customer} which may be after a
lapse of several months ‘Due to the delay
the customer will in the interim face,
several problems Adding to customer’s
dissatistaction there could be a mistake in

the spelh_ng of the applicant’s name in the

kee;ﬁiﬁg the input wﬁsl.anl by reducing the

inputs while obtammg the same [evel of |

output, by increasing the. output at ' a.
higher rate than the increase in inputs, or
by increasing the output while reducing
the inputs. The last measure is obviously
adifficult  choice . particularly for the: |
public sector as experience shows that .}
hardly any effort has been made in the
public sector to reduce the inputs and
increase the: output. s e
Productivity could also be vuewed e |
consequence of several interacting factors:
in the process of transforming inputs inte
outputs. Most important among these 'is
the:  relationship . between . different:
individuals and work processes that finally
lead to the production of an-output.:In
order to finalise an output that presents |
value to the customer! there: must:bera

synchronization 'tor right blend ' of
individual . effort. and  the processes

_ involved. Experience shows that in the

public sector although a vast amount of

- resources is committed to the process of:

generating output; there is no right blend
of human effort and the processes involved:

 due'to poor management. Hence one often

witnesses negative comments from the
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public as well as politicians regarding
inefficiency and poor service delivery in
the public sector.

Factors Influencing Productivity in the
Public Sector

In order to achieve high productivity the
system of public adminisiration musi be
geared to utilize the available resources
efficiently (in the right manner) and

must also be a deep concern for customer
value or meeting the needs of the public
clientele to their satisfaction. There are
several factors that seem to affect the level
of efficiency and effectiveness as well as
client orientation in the public sector.

A primary issue in the productivity debate
centres around the purposes for which the
resources are committed and the methods
adopted in utilizing the resources. These
issues can be addressed only if the
organisations in the public sector have a
clear vision and a mission. As John P.
Kotter observes a vision is specific enough
to provide real guidance to people, yet
yague enough o encourage initiative and

conditions" (1990:36) The vision which
comes from leadership is a factor that sets
the direction for people to act in order to
achieve the objectives. The mission on the
other hand indicates the business in which
the organization is engaged and thereby

' provide guidance to formulate goals and
prepare plans’  for = committing  the
resources, _ ; .
In'‘most - instances ' the public ‘sector
inStittions appear to have chosen the path
of survival without being puided by a

: vision and a mission: Hence, one cannot
expect ‘the decision makers ‘in these
organizations to  raise ' fundamental
questions like, "why cave we doing what
we are deing” and "why are we doing. it
the way we are doing”. Thus it would be
difficult to expect the  public sector
institutions to make any fundamental break
through in - the sphere of  productivity
improvement. ;

Another- . major - factor + that - bear - on
productivity is the people who work in
these: organizations. It is-estimated that
over 600,000 people-are employed in the

estimated recurrent expenditure in 1997 is

and 'emoluments gonstitute: :17 per: cent.
The «level of productivity of the: public

effectively (for right purposes). There

to remain relevant under a variety of

public: sector +in: Sri. Lanka: and 'the;

around Rs 186 billion; of which salaries.

sector'employ'ees would depend on their
skills as well as the level of their
motivation to perform. The public service

~in Sri Lanka still attracts qualified and

experienced people despite comparatively
low salaries probably due to reasons like
job - security, social power and  social
security, However, the. level of motivation

. to perform appear to be at.a low ¢bb

among a majority of the public servants.

- This could be largely due to the absence of

performance based reward systems.

Most pubic servants with whom the writer
had discussed this issue were of the view
that other than the intrinsic motivators
such as job satisfaction, the public service

does not provide performance related

rewards with the exception of certain
limited services. There is no performance
based promotion system as the promotions
are based on seniority. It should also be
noted that in the context of public service
work culture most employees are used (o
work without a sense of urgency in
carrying out their normal duties. This
probably arises because of the lack of
performance monitoring cotpled with a
system of rewarding good performance
and punishing poor or nen:performance.

. The  non-application of performance

indicators appropariate o different jobs
and hence the lack of a performance
appraisal system seem  have contributed
to the present level of low performance in
the public sector. It has been argued that
it is difficalt to establish clear performance
indicators in the public sector due to
reasons such as, :

| Egis Non-existence of discrete units
: of output which arise due to (a)
non-exclusion (no  one - is

excluded from being benefitted

from public “services due to
inability to pay for such
services) and (b) non-rivalry
(there is joint consumption by
many of the same supply of

public goods),
1I. Lack ~ of clearly  defined
-~ production function - difficulty
in Mmeasuring inputs as well as

outputs as in the case of a

“production process.
ML° ' Multiple objectives, and =~
IV. = Reciprocal externalities:
" Efficiency of one organization

failure,

may depend on the efficiency of
another. ]

However, the above reasons should not be

taken as justification for not developing
performance indicators and performance
appraisal  systems because  without
assessment of performance an organization
will be groping in the dark.

As observed By Osborne and Gaebler in
their path breaking book "Reinventing

Government (1992)", performance should
‘be measured as it enables the management

to get a job done, distinguish success from
reward successes and avoid
rewarding failures, learn from successes,
correct the failures and win public
sSupport,

Although * the degree of customer
satisfaction can be considered as an
indicator of high productivity, where
public services are concerned the concept
of ‘customer’ seems to be a problematic.
On the one hand thete is no customer who
"buys" public services, on the other the

i public servants do not look at the public

clientele as their customers. Thus one
could expect the public servants to treat
their clientele rather indifferently. In this
respect Sri Lanka can learn valuable
lessons from countries like Singapore and
Malaysia where the puoblic service has
been made highly customer oriented.

Another major factor that seems to have
contributed to the present level of low

‘productivity in the public sector is the lack

of innovation and change in the processes
involved. Several studies on the service
delivery  system of _ public  sector

. institutions have revealed that some of the

existing processes are archiac and hence

do not serve the present day needs. [t has

been tfound that the proceés'es that are
being adopted to deliver public services

such as issuc of various certificates,

licenses and permits consist of number of .
work steps which do not add value. Due 1o

these weaknesses in the present work

processes the members of the public

experience undue delays which cause

inconveniences and hardships.

It could be observed that in the public
sector a grealer importance has been
atlached to "structures” than the outcomes.
Thus there s preférence for tall
hierarchical sfl'uplﬁres as well as various
rules and regulations to dominate at the
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expense of the end results. It is common
knowledge that due to the prevalence of
hierarchical structures as well as outdated
regulations there  are undue . delays in
decision making. These delays have often
deprived the people of the benefits that
should have been accrued to them. A case

in point is the loss of benefits résulting

from ineftective utilization of foreign aid
and grants received during the past
decades. -

Further, irrational allocation of resources
has affected the capability of public sector
institutions to perform their functions
etfectively. In more developed urban areas
one could find a surplus of humaa and
physical resources while in less developed
rural arcas public sector institutions are
forced to operate under severe resource
constraints. Office  space in many
government buildings located  in the
Colombo city is found to be under-utilized
due to poor office management, while in
remote districts like Monaragala, Ampara
and Badulla important government offices
like. Divisional Secretariats do not have
adequate office space for the officers to

.carry ‘out their normal duties. In most
instances skilled human resources are in

short-supply in the so-called ‘"difficult
areas”, while there is a surplus of skilled
man power such as -teachers, doctors,
enginecrs,"technicui grades etc. in the
developed - areas  like the Western
Province.  Gne mz,ghl argue that if
differentiated compensation packages are
offered 10 public servants who are

prepared to work in the remote areas, the

prevailing shortage of skilled human -

resources in these areas can be reduced
considerably.

Approaches to Productivity
Improvement in the Public Sector
Performance improvement in - the -public
sector has been attempted in the past
through ~various =~ means. The
recommendations of the Administrative
Reforms Committee of 1988 and the
current - efforts  towards  introducing
performance appraisal systems constitute
some of the important steps taken in this
direction, However, the citizen who is at
the receiving end is still not convinced that
any noticeable change has taken place in
the system, of public service delivery.

In order  to make an impact  on
productivity the issue has to -be addressed

mainly - from the view point  of  the

customer and not from that of the
employees or the perpetuation of existing
structure.  In . short, promotion of
productivity improvement in the public
sector demands fundamental and radical
changes in the processes involved keeping

customer value generation as a- central

focus. This exercise which is called re-
engineering by Hammer and Champy
(1994) involves raising fundamental
questions like "why are we doing what we
are doing” and "why are we doing it the

way we are doing". Thus the starting point .

in the process of improving performance
in the public sector is nothing but

" innovation and new thinking. The public

sector’ institutions must be-led by those
who think new, particularly from the stand
point of “what benefits are there for the
customer”
emphasis to outcomes rather than to
inputs. Thus to ensure achievement of

desired outcomes the leaders must be

prepared to initiate radical changes in the
processes, structures as well as systems
and procedures.

The government must avoid perpetuating
dependence of the masses on the apparatus
of the state. To achieve this end the people
must be empowered to do things on their
own without having to go threugh the
public bureaucracy all the time. One way
of improving productivity - (value for

customer) of the ‘services currently.
-provided hy the public sector is to oul-.

source some of them to the private sector
or the people’s organizations. = For
instance, the local authorities can out-
source the activity of garbage collection
and disposal to the private sector as is
being done very efficiently in some of the
developed countries.

Avoiding delays in decision making is vital
for achieving high productivity in the
public  sector. This issue could be
addressed in two ways. F:rstly, action can
be taken to reduce the emphasis on
structure by de-layering and moving
towards flat organizations. Secondly, the
employees at middle and lower levels in
the hierarchy can be empowered by
delegating decision making authority. The
shift of decision making authority

downwards can contribute not only to -

speedy decision making but also lo
employee motivation. The studies have
indicated that empowered employees have
a greater sense of responsibility and
accountability  than  those  who  feel
powerless.

_happen efficiently  due to

. This type of new thinking give

" based reward schemes. Thus one has to

" The public service work culture as well as

"the option could be made available for

Also, in introducing changes to the
existing structures and processes adequate
care must be taken to build greater
integration of different parts of the system.
At present what we have is a highly
fragmented institutional frame-work where
there is little or no coordination between
different institutions as well as their parts
(ie. Departments, Divisions, Units efc.).
Although the processes are supposed (o
operate cross functionally, it does not
lack - of
coordination among tfragmented parts.
Hence, there has been a difficulty in
obtaining a right blend of individual
efforts and the processes involved.

Productivity improvement efforts in the
Public Sector will have to pay special
attention to the people factor as it would
not' be possible to ‘make a4 significant
breakthrough in productivity improvement
unless the employees are mofivated to
increase their performance. In this respect
it is essential to introduce performance

start  with  developing  performance
indicators and performance appraisal
systems applicable to different categories
of employees. Action must be taken to
reward good performance by granting
salary increases, incentives, .scholarships
and metit promotions. Similarly it would
be necessary to = apply - negative
reinforcements with respect to those whe
do not meet the performance targefs.
Perhaps some re-thinking may be
necessary in regard to the tenure of the
office of public servants.

the work ethic among the public servants
have been influenced to some extent by the
notion of "permanent jobs". where some
tend to think that even deliberate
negligence of one’s duty is not a sufficient
reason for taking action against an
employee. On the contrary if the public
servants are appointed on contract basis
where the tenure of office is renewed
periodically according to an appraisal of
performance, one could expect the public,
servants to make greater efforis to
improve performance voluntarily. The
possibility of introducing higher salaries
and fringe benefits for those who hold
contract  appointments - should . be
considered as a way of attracting high -
pe1f0rmcrs into the public service. Also,

those in permanent employment to take up
contract appointmenis. Cont’d on page 26
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Effects of Occupational
Health and Safety on

 Productivity
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temperature begins to sweat. Man
could lose as much ags 4 litres of water
from the body as sweat during the
shift. This if not replaced can have
disastrous effects. At a lesser degree
with loss of body water, salt fatigue
sets in affecting work output. Main-
taining the thermal environment,
whether it is an office or factory, in a
comfortable range will no doubt have
significant effect on output and effi-
ciency.

Adequate lighting is required to
work aswereceive almost 80% of infor-
mation through our eyes. For most
jobs, materials, objects and machinery
should be seen clearly. Poor lighting
will lead to reduced output, more er-
rors, the worker adopting awkward
postures leading to disorders such as
pain in the neck, tiredness which will
finally affect productivity. Studieshave
shown that by merely improvinglight-
ing, productivity was increased by 10%
and the error rate reduced by 30%.

Good lighting does not mean more
lights and higher electricity bills. Make
full use of daylight by large high win-
dows or skylight by replacing a roof
sheet with transluscentmaterial. Glare
can be very uncomfortable to the
worker. Avoid glare by using blinds to

the windows, by proper placing of light -

source and work surfaces, by deep
shades ete. By choosing the appropri-
ate background, visual acuity can be
improved drastically, The light sources
must be placed in the right place so as
to avoid shadows and receive the best
view. Regular maintenance of lighting
equipment is essential. Correction of
vigion of the worker by lenses may be
required semetimes.

Noise is a common problem in our
workplaces. Intermittentlow intensity
noise may disturb work that invelves
use of mental faculties. On the other
hand, high intensity noise in factories
have amultitude of health effects. Noise
levels above 85 to 90 decibels for expo-
sure periods of 8 hours and above will
cause deafness after many years. The
morale of the workers 1 high noise
environments is very poor. Such envi-
ronments also contribute to accidents
as warning shouts may be masked by
background noise. High noise constricts

blood vessels, thus increasing the blood-

pressure,
In the contro] of nmse the ﬁrst hne

- of actionis toreduce the noise at source
by engineering control measures. Next,
efforts should be made to prevent
propagation of noise waves by use of
barriers an% gound absorbing materi-
als on walls and ceilings. Use of per-

- sonal protectionlikeear protectorsand

limitation of exposure time should be
the last line of defence.

Radiation hazard may be of two
types. Ionising radiation like X-rays
and non-ionising radiation like infra-

red and ultra-violet radiation. Infra- -

red radiation is emitted from red hot
objects. Exposure tosuch radiation will
cause lens opacities or cataractsin the
eye leading to blindness early in life.
Ultra-violet light is usually emitted
during welding. It causes acute in-
flammation of the eye resulting in
many days of absenteeism. It is there-
fore essential that workers who are
exposed to these hazards wear the
appropriate eye protection at all times.

Chemical Hazards

Many chemicals are used in varying

quantities in all workplaces including

offices, hospitals, achools, agriculture
and factories. All chemicals are poten-
tially harmful, the dose deciding
whether it will be poison or a remedy.
While chemicals have changed our lives

for the better, they have to be used

cautiously. Some chemicals are known
to be more toxic than others and are
usually described asg hazardous chemi-

~ eals. Chemicals can enter the human

body through the skin, respiratory sys-
tem or through the mouth. The ill-
effects may be  immediate or
sometimes late as much as 25 to 30
vears., The effects vary from simple
irritation of skin to allergies, asphyzxia,
systemic effects and cancers ete.

Chemical accumulation in work-
places is also a fire hazard. It may
adversely affect the machinery and the
product.

In the control of hazards due to
-chemicals, the fundamental require-
ment is toidentify the chemical first at
the planning stages and act at that
stage. If possible try to substitute toxic
chemicals with a non-toxic or less toxic
chemicals. Failing which, efforts should
be made to prevent the chemical com-
ing into contact with the worker by

totally enclosing the process. Provi-
sion of good ventilation is essential.
Strict safety rules should be followed
inthestorage of chemicals. The workers
handling chemicals should be trained

-and informed of the effects of the

chemicals they handle. Personal pro-
tection should be the last line of de-
fence and should be of the appropriate
type. Being prepared for emergencies
can rgduce the consequences of acci-
dents to a great extent.

Psycho-Social Hazards

Many factors at work can affect the
mental well-being of the worker. One
cannot expect good output from a
worker who is unhappy. The nature of
the job, the role of the person’in the
organisation, career development -
pressures, the climate and structure of
the organisation can affect the mental
well-being. [t is therefore necessary to
identify work factors that cause dissat-
isfaction and mental stress. Eliminate
them. Make work more satisfying.

Ergonomic

This refers to matching the work
and the machines to the worker. Ma-

" chines and work have been changing

rapidly over the years. But the model
of the human being has remained the
same for a very long period. All are not
alike. Some are large and stronger
physically and mentally than others.
These differences must be taken into
account when planning work. Ergo-
nomic principles can be taken into ac-
counttoincrease human efficiency and
cut down unwanted use of human en-

ergy.
Work Station Design

A well designed work station is im-
portant for productive work, Workers
usually repeat similar operations a
great many times. If they can do so
guickly and easily, productivity will be
higher and quality will be better. Since
they repeat the same operations over
hundred times, the benefit from small

* improvements are thus multiplied

many times. Awkward work postures
and movements mean greater fatigue,
lower productivity and quality as well.
Simple improvements such as use of

work surfaces or

Com d on pa,r_'& 20,
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Further, the lack of decision-making
must he addressed, as too many minor
issues are passed along up through the
bureaucracy, landing on the desk of
senior officials (who are often the busi-

est and most overworked in the gov-

ernment). One business manager re-
ported that he has been trying to ac-
quire three acres of land from the
government for over three vears, for
the expansion of his factory. A poten-
tial foreign investor has been working
with government officials for over fif-
teen years, with no ratification of the
agreement as yet. Obviously, BOT is
not yet a "one-stop” centre, where all
questions can be answered and all per-
mits obtained. In these and many other
cases, the absence of decision-making
is preventing new investment, addi-
tional employment, greater output, and
higher exports. :

Much is being done in other coun-
tries, especially New Zealand and
Britain, to "reinvent government" and
to "banigh bureaucracy". The underly-
ing approach is rootedin the separation
between the two parts of government,
divorcing the top executive levelswhich
set policy from the agencics that actu-
ally deliver services, Changes have in-
¢luded terminating lifetime tenure for

civil gservants, putting the service de-

partments on performance contracts,
making 20% of their pay dependent
upon performance, and giving them
broad discretion over budget and per-
sonnel. ;

In numerous publicstatements, both
President. Kumaratunga and the Min-
ister of Justice and Constitutional Af-
fairs, Prof. G. L. Peiris. have made it
very clear that inefficiency and corrup-
tion will not be tolerated. Fortunately,
reform of the civil service is now high
on the agenda of the government.

VIIL International trade liberali-
sation

Extensive "economic liberalisation™
has already occurred in import and
export licensing, forcign exchange
controls, industrial licensing, privati-
vation, price controls, and in the
number and level of customs duties as
well as the required paperwork. All of
these actions are to be commended,
and are pari of the reason that the Sri
Lankan economy has done so well

during the past decade.

However. it is important that the

momentum of liberalisation be main-
tained, and further reductions in ini-

port quotas (sLill covering about a half-
dozen ilems), tariff categories (from
three to two, and ideally Lo one), and
lower tariff rates (from 35% maximum
to 20% or less) should be implemented
in the near future.

Conclusions

When these seven, perplexing eco-
nomic problem arcas (the "bad news")
are listed as above (and undoubtedly

" another seven could be added), it is

tempting to draw a depressing and
very pessimistic picture regarding the
economic prospects for Sri Lanka.
However, for many reasons, the op-
pasite conclusion may be more valid.
A Sri Lanka faces the; Century in a
very strong positior, evidenced by

the twelve points of "good news" :

mentioned above. Most important
is Sri Lanka's commitment to an
open, competitive economy, in
which the "magic of the market" is
allowed to work.

B. Based on my extensive interview~
ing, I know Sri Lanka has the most
important resource essential for
rapid development: an abundance
ofintelligent, literate and energetic
people, including experienced and
creative individuals in both the
public and private sectors, und in
both labour and management. Sti
Lanka is very well endowed in hu-
man resgurces. :

(. The geographic location of Sri
Lanka is ideal for the development
of world-class facilities for ship-
ping, communications, finance,
conference centres, as well asahub
for particular industries such as
textiles, oil relining, etec.

D. The problems identified above are
well known, and a few "sclutions"
havebeen proposed; during the past
six months some have already been
introduced. For example, commis-

sions have been created to examine -

the ports, the electric power crisis,
corruption the educational system,
highways, and other similar prob-
lems. The President's budget last
fall included a reduction in the

deficit and other tax changes
favourable to the private sector.
‘onstructive change is already
underway and ;

E. Finally, it can he argued that Sri
Lanka really has no other option
hul to continue improving produc-
tivity and to move vigorously into
the world markeiplace. The daily
newspapers are full of headlines
such as the following:

% "Philippines to ‘graduate’ from IMF

. program’

< "Bulgaria celebrates after socialists
quit” :

% "(Hobalisation marches on despite

critics”

: % "Sharif pledges bold reforms for Pa-

kistan economy”
% "Delegation to liberalise air travel”

~ % "Poland aims to catch an economic

wave: privatization", and
% "North Korea plans to turn its
economy towards West”

And every day there are more arti-
cles featuring privatization, liberali-
sation, greater reliance on private
markets and open international trade.
Because of these dynamic changes

elsewhere, Sri Lankais being propelled

into an ever-expanding and increas-
ingly competitive global economy. Itis
as if Sri Lanka is being hit by an

“eeonomic tidal wave". There is no

turning back.

Because of solid achievements to
date, the economy here is poised for a
"take-off', and it will succeed | Evidence
of the required excellence lies in the
outstanding tourist potential (ranging
from unmatched archaeological sites
to stunning beaches, both lacking in
Singapore), and in the production and

‘export of Noritake china, first-class

garments, the world's best tea, and
2,680 other items being successfully

sold throughout the world by 3,840

different companies.

And one of the most important ex-
ports is not even recorded in Customs
or Central Bank data, namely the 1996
World Cup champions in one-day
cricket ! @ : :

This is an article submitted to the People's Bank monthly, Economic Review.
It is a condensed and revised version of a lecture delivered on March 20, 1997 as
part of the Public Lecture Series: "Prosperity through Productivity”,
sponsored by the Ministry of Industrial De\{elopment,

d

Digftize ofahar unaat
noolaham.org | aavanaham.org




- PRODUCTIVITY

St e fromy paps 13

Is-l.llll. i i s, SCrlEwrs . mnal wision
gy 2l s o, e aerongenwit of the
ween iy b aand sfatinn caiald thessha ba
b, s e armeiples of maniva
BLEOTEIRIE.

Lagatit lzerrect,  fdvion: algu_ﬂ:ri
L eeEsAry naREmEnL Lemplirss, i
Dispranes..  Yraesl  odanns amil  mimiim
webpigues cauld 1 gsml W Hmprees

vl
[h:i:t'{'-'-lnfw 3 "|'1G||:\.-l.'| zrichy arhich

ek everal Leshmpguzs of Teeerdine ile
presanr it wine wil doing work il usiog
rhie - giestizdny  ohniqee ol vrilical
skfimimitinr iz s Tapmese ol e
AT vaethod ™) can aminsade ralaly
reibice [l Wik cotbent of o b by
sliminaiing  agekanrel ) neeaid s
eliminabing wreamredactivives, Sombining
nerivifies s chat they wald e dons
sirnulaanesly, and rearrsnzing e e,
piliice anad pergod soepensible G asivicies.
Tlsing wid lgands for produciive werk is
i ypeeranl i rmdiciona | wark, Aovery
minony siehtin B Lanka i3 8 carpenisr
1L i Tiamid oo halid o |:-i|'."|:|:- &f Iymileer
matl i L arey o g bl dhe

ankier and relesae Radi lesjids g aselal

[F B 15 oR [TTed Al

Creatinie & prodiciive weeker - Anisher
e oo igparel s e ouicitean] Tevel
af the wirkcr, Seidies Tz e aked Thar
pwen vl 4 dnp el e bl il w5
hisciiil doreng e midd g snd. mid

A e i be el Sl che pieeeul’

et BB n ok gicoe by il i,

it e Pradicivaly of §owirrker.
SOIE RSMNKERING flare  SueR yiven
ViLsiviies o0 Sieie warkforce and ibiied
boelicigl jesmhs

liiienin - Motivatan theoie . fhigmical

wrra nEEdcinm el weeall |.I|E.J.E|.'l:||.'r'.|l.|;.':-.l.‘lr'
I A1 | 1
wechmicques e
arghnitativm.

[IHIETERERTRR 1Y

creale  wxl  wxdcllent

miedns CosECH wx pErformance hased
tcemiise eehcomes aod ram finaicial mneans
Auch:a s proeeiding == e Entichicd work
caiy imnmenn  perliages thrauph supzssting
Echemes and  yualwy circkd o
signiicanty  impnve produetiyie o
EWGI  CfCule i exl-operative  wirking
BRI TS OE:

e S5 el - Pl ddpaness 55 method
ul wirkplage coeansadiun - which i
nelemeriied 5oz aud doalmg winl
Todueangg ;EII.II'I:Qr. -'.:|I.Ei'.||_.'h wrdetliness,
injrscing elean finess, seandsdisation aid
cligcaptine iv recummended a5 U SEe mos
impenTane (0 & produclivity impesemen
DIPR[0 s sruinisnmin. Tecaoss i
priEnbes & g,'.ll:"d '.'.'I*Fkil{!l_ ErvIFnmE
cimnchicivae tioc Ahe - proirsmion of Jiaddy ol
prochecimcizy,

Moive uf these seclunagnze will Swark
seithail & rluciemy Amgqualily arent=d
et psphliched witllin o orgnnismicn,
Lo g cculinme  Whess  mweErd winek
irclivadial s seeking o Beher sl e
AtV e, wiy s ks g workall i
1 e cale whele fhess i
Ermtirinogs Cand - refentless puainl wf
rmeaveirsil however ol B
calinre ol Uéliphting the 2ostowers ol the
fime wnwd kg pride iroptine werk. In s
i melief il shes pressm s js
el erenaph s S0l by, k=

ITiree.

rranech can heee inrpe pareiis
Work Prostudas

Wrk-peetares whether stbing o
ctiimdacis if wnt-engafortahieand Hee-
il land L Cavirue S musoudu-aisled el
Aisarihers and rodisad outpirt: Thagaln
dpiliial guemat Teaco the s, the
vrorkine hoiehl shon fd relch the per
gome' b sk, and depend eothe melure
it Fiv weaglooned be comnfortake, spocial
yppesderationis nacived repnrding the
Wil otwiie: Lo Lifting hrsiey weights,
ndasting the el Eelure and s ol
this sbionmest moached wall preent
e ULEE dimepe.

Wl fare Mnoilltios

el lated i e farililisaraet
siten mre dpnorrsd. Blogt ol themn e
Laglkh celated . Turing rach work dag,
wirloicg meed Lodrink water ar lisit, BT
resala, st Lhiedr hiaruda, wisil The tni-

Leza prealiid prasveef om fatimar, m:u-l
T it bty ot e el il v e gy

afesrmsun Brcal vim bive o viny posiive opfy  wall aoch ws ciluie than ok
Cuntd frone pags’ a3
pEemimg Lanleand mosriadetathm ey areo ninl enmsetbnmexhra, o 8 By,

They improve thi worless heoll,

prort e, maghration, - mb =5atu-l‘.u.uur1
and - aliendanss: Provigion of ether
il o v B iiees Jidow Fivmloniel arhiantlh
serviees, trnuaport Gaeslithes, rrorsa-
ciomnl-Rscilities, vhilil cars feililave and
a1 L ifammily pet-fogrdhes will en

e wnclar i linfaction nnd puodas-
111.r|1_'.-

In chisshaer popii Dhasve gl dasn
anm af Che imperkant iasues et of-
Frre Chie worlems healeh moel oonfart.
Certee] of = b Lazards aond L praee-
dant of markodu comd it 1wl ey
shenin nplioeon Bkl aubps, Th:_.'n:'.'r_-.'
irn s e likg and pradiacliviby

liy aetring Al o imprnve wioklking
ehadakioms; e ghmatd - notoget mhiut
haphersordly, Teas et ant b bave 8

Iair el s ki che top ninase-

Cniwd fram 'na[:-: 2]

The paine sressed here s thal difforcns
optiving should he uvailabls for compeosm
i;lm:.p-'l-e_-. rot i ser public sersioe and mike
2 yeniriwion. my pradwctiviey  witlioo,
hervitip 4 i ol s age vl syestennaf

; [!l:'|15.il,'\-l1||t-|l:' perrmenkErnplayaenl which

ey peldivple low sularies,

'I.unLIl.Hmll

The vewe anillgamiuen wlich il diren Ta
Pty s T s Eming e b oritinl in termes

cplihe cdevelppment captlenges- Fix 1pesl

(e el sl B neseape al infimsicimi
5 Lanka s public sereics will hipes g by
gryiippid with mew koewledce and skills.
new spuEme as Wil o L M wrrk
ealiic: '

“Heae - rndicad i tunoqmenial chanees iy

Hy st o public dnriLalin seems
i Be duasasdable, The appooachcs i
nralactiviky pproeement aulbieed i s
papar e n sl gpszeriin. whielher T
shanpes suguciicd 478 compuibde Wil fhe
pressns wi nl S0ang thimgs i U |.-ul.1l1~
sopmar. Thie cuswes 15 thal: we t&"ll"-!-'"
achwere ca swnificanr  smbs yuaheatie
s lead i T e resuls Ak we
breik cowuy Troal the past Cradibsgs and
inniais te waed of dring dings gl
Beicrmam=s
[{FITTTLESL B o=
DR CApproachs & Medel  fie
Nirgunizutsmael Leumuop!, FProdasiivid:
Al 3T, e 1o pribFooe DR Mew
1eliE, Matbasal Produetivliy Concil.
Lol Murgan
Tasbaal {Jiunlity Munugeomenl i Uhie 1wl be

Mupclipr:, A Inlermwbaeocal I"El'e-:pur.'l:l.l-'r.'..
Rockimgham, Cpen Tiniveridy Pres,
9ol

Hatter; Tahn P

& Fowce Tor Chenge: Ihoe Lendership
Niffer friom Yinnapemonl, MNew Yarks
1990, The Tree Press, (94

b ek

& Giehlee, Ted

Rrinvenimg  Goyernmicng, [few  ehe
Ftreprenarial Spiett o Tronsforming
the Puhlbic Sretor, Mew York, &
Phimne Thonle X2,

Hammer Sdichavk

s Chempy lumes

Respmgineering  the. UCorpovation. A
Wunifestd  for  Buslbess  Eevalatinn,
Laoday, Micholas Prenky Poblsbig
Lal, 195

el aanTribment for this cause, 0
health nmel salete oremization il uc.;i
npeirinol e iminl v 3.11 R saseral

p.u bresgs: iy :I-:-u:lu;}mi:ﬂ., e am-

-'re:r L oplier ol the Eriirmn:
laham Foundatiofi.

: Digiti
writh ‘4 shimpsof work elachiil The vnogol Zﬁam ot

ng\/qnqham_nrg

iy Erarwitnk: P.-u-.lm-.-,- Bareh LYET
]



— FEATURE

The "Urban" Definition and its
Imphcatlons for Development

The Sri Lankan Perspectlve

by

Professor Willie Mendis

Senior Professor, Department of Town and Country Planning, University of Moratuwa.

ri Lanka is at a critical

stage in the evolution ofits

society and economy. An

effective urban policyis one

instrument that can be
used to overcome a number of the
present difficulties and allow opportu-
nities to be realised. The role of the
urban sector in the national economy
has thus become extremely crucial. Its
contribution to the GDP has not only
become significant, but may also need
to be nurtured to alleviate the condi-
tions of regional poverty and unem-
ployment. The latter has been particu-
larly effected by the deterioration of
the ratio of cultivable land per head of
population and by a low ranking of the
agricultural productivity index. (vide
attached Tables 1 & 2). The cutcome of
this will be the gradual decrease in the
ability of the rural sector to substan-
tially impact overall growth in the
£conomy.

On the other hand itis imperative to
frame a policy which will ensure the
adequacy of primary produce in the
country; especially of its staple food
basket. The latter will however need to
be complemented by its price competi-
tiveness which should be reflected in
the overall agricultural productivity
index. It is in the latter context that
the rural sector will find that the limi-
tation of the extent of cultivable land

and the surplus of labour as two factors.

to contend with. Its resolution will
-compel development planners to
reform the approach to planning the
rural sector and to place a greater
‘focus than at present on the urban
sector.

Yearsofresearch on urban functions

in rural development have shown that

- urban areasin the form of rural service
‘centres, market towns and regional
centres, through the provision of
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services, facilities, mfrastructure, and
productive activities, can and do play
important roles in facilitating rural
development. Towns and cities that
act as agricultural markets, that
provide basic services and public fa-

cilities for Tural people, and that are

linked to each other and to their sur-
rounding rural areas can serve as the

physical base for rural and regicnal

economic growth. Thus, government

must begin to realise that rural devel-
opment will not succeed without the
sueccessful development of the urban
sector, linked as it is to the rural sector
through forward marketing and pro-
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duction ]jnkages and backward service
linkages.

The urban-rural complementarity
required as above in the macré plan-
ning process hag now necessitated an
enguiry on the suitability of the tradi-
tional definition of "urban'. The latter
has been compounded by the interven-
tion of statutes to designate areas as
"urban development areas" without
necessarily bringing into the ambit of
urban by definition for purposes of
Census data or for governance. Conse-
quently, the analytical frame for de-
velopment has been inconsistent fo

Table 1

Sources: Based on data in the Departmentof Census and Statistics and the Survey Department.
(Extracted from a Public Talk delivered at the Institute of Town Planners, Sri Lanka,
by Mr. 5. Berugoda). : ;
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* definition of "urban" with respect toits
application for development purposes.

national and sub-national levels has
been to consider "urban" as that re-
lating te a menocentric centre. Conse-
quently, the outcome for development
became limited to the formulation of
"projects” rather than an opportunity
for spatially networking urban with
rural hinterlands. It further led to
arguments in support of investments
in urban centres being considered as
"donsumption - based" rather than
growth-oriented. In addition, the
project based attitude brought no con-
nection between urban centres and
population settlements,

The partial variance in the above
was visible only in the urban or metro-
politan regions of Colombo. In the

. latter, urban planners sought to con-

textthatthe conceptof é.ggi omerations
beecome significantin the debateonthe

The traditional perception at the

Table 3

struct spatial strategies which en-
twined - settlement structures with
growth and investment policies,
transport; communications, and utility
networks and land management.
Nevertheless, such apatial strategies
were never integrated with counter-

parts for economic develcpment. Hence,

there was a resulting vacuum in guid-
ing privaie and public investment in
the urban areas which could have sup-
ported urban - rural linkages,

Thus, there now exists a funda-
mental necessity to define "urban" and
to effectively use same in the formu-
lation of strategies for national, pro-

-vincial/regional, orlozal development,
In it, at the local level, while there will
be a
development in terms of 'projects’, at
the other twolevels the focus will be on
formulating  long-term,  (but
irreversible), spatial structures; espe-
cially of population settlements and of

ter emphasis to relate urban

communications and utilities.

Significance of an appropriate
Urban definition in the context
of an explicit Urban Policy

As previously stated, the appropri-
ate definition of urban as recognised
for use in development and for govern-

.ance, will permit formulation of an
explicit urban policy for the country. -~
The latter will include the determina-
tion of the probable shares of future
population which can be considered as
urban. As per the current definition
the share of the urban population in
the national population is estimated at
between 22% and 30%. It is an entity
that has remained low. However, since
the last Census of Population held in
1981, significant events have occurred
which could have increased same. In
particular, the high levels of regional
poverty and unemployment are likely
to push the population to seek alterna-
tivesin the urbansector, Consequently,
the absence of a policy to create oppor-
tunities in the latter will result in the
deteriorating conditions fypically foun
in "third world cities". i

On the other hand, the irreversible
policies of free trade and competitive-
ness established for nearly two dec-
ades to stimulate economic growth,
have prompted an urban - type shift in
the structure ofthe economy; especially
the expansion of the manufacturing
and service sectors. It howeverrequires
to be matched with scale to ensure the

haracteristics of competitiveness.
Hence populated settlements which act
as urban agglomerations will serve as
economic nodes to comply with same.

The increase in the urban share of
the population will by itself need to be
- incorporated in an explicit urban policy,
apart from the indication of its spatial
distribution. In this connection, it has
been argued that at least 50% of the
national population should be living in
urban environments by the year 2010;
with more than 75% of it in urban
agglomerations.

The spatial strategy for accommo-
dating the urban agglomerations will
comprise another component of an ex-
plicit urban policy. Its scale in invest-
ment and development will be provided
by a strategic communication network
between such agglomerations. gy
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12,600 kgfac. Averageyield varies from
highland te lowland. It ranges from
5,000-7,000 kg/ac in Lowlands. The

Yield recorded in Sigiriya, a major

‘producing area, is 6,000 kg/ac. About
1,104 hectares have been cultivated in
this Yala season in Dambulla area.
The expected average yield is
4,000 kg/ac. Accordingly, 7,500 mt of
big onion is expected to be availablein
the market during the September.

; Cost of Production

Cost of production differs from
highland to lowland due to the mode of
water supply. The highland farmers
use water pumps to water the fields,
while irrigated water is being used by
the lowland farmers. The total cost of
production including family labour is
in the range of Rs. 40,000-50,000 per
acre for highland farming and
Rs. 20,000-30,000 on lowlands. Family
labour is being widely used by the
farmers who cultivate less than one
acre. In addition, hired labour is re-
quired for the activities such as
planting, weeding, harvesting and
processing when the land extent in-
creases above 1 acre.

According to thé ohservation of the
~ HARTI, the cost of production of big

onion in 1996 Yala season in the

Dambulla area is as follows:-

1996 Yala season: Cost of
. Produciion per acre

‘1.Land preparation Rs. 11,000
2. Fertilizer Rs. 12,960
8. Weeding, pesticide, etc. Rs. 4,340
4. Labour - Rs. 1,600
5. Water supplies . Rs. 12,000

6.Harvesting and
processing _ Rs. 9,000
Total ~ Rs.51,300
£ £

The above statistics indicate that,

_the cost of production per acre of big

onion hagrapidly increased during this
season. The unit cost of production of
big onion has increased to Rs, 8.55/kg.

 Consumption Patterns

The consumerfinance surveycarried
out by the Central Bankin 1_986;‘87 has
indicated that the per capita con-

sumption of big onions was 1.5/kg per g e F

person per year in Sri Lanka.

Therefore the monthly consumption is
126.3 grams per person. Per capita
consumption in urban sector is 2.7/kg,
rural sector it is 1.3/kg and in estate
sector 0.85/kg, Further the above sur-
vey has indicated that there was posi-
tive relationship between the income
groups and big onion consumption
levels (for details see Table 3).

Tahle 3

National Requirements

The national requirement of big
onion is 64,600 mt per year, which is

_based on an estimation made by the

Agricultural  Tmplementing  Pro-

gramme in 1994-85. Thereby, the .

monthly requirement of the total

population is estimated to be 5,300 mt.

According to the Census and statistics
Department, the per capita availabil-
ity of the big onion was 4.20 kilogram
per year in 1994. Based on per capita
availability, the national requirement
was 73,000 mt (local production and
imports), Therefore, the monthly re-
quirement was 6,000 mt (see Table 4).

Based on these estimates, the monthly
regquirement of big onion in Sri Lanka
is in the range of 4,000-6,000 mt. In
this context, the local production of the
year, which is about 30,000 mt, is suf-
ficient to meet the requirement for

nearly 4-5 months. Imports are re-

quired for the balance period of 7-8
months.

Big Onion Imports and Import

Poliey

"Imports" is one major factor af-
fecting the future production of big
onion in Sri Lanka. The local cost of
production and prices of bigonions are
well above the cost and prices in the
international markets; especially com-
pared to India. Therefore, one can ar-
eme that the imports of big onions is
much more profitable than cultivation
of big onions in Sri Lanka, considering
the opportunity cost of resources.

Restrictions on import of big onions

“is an essential policy decision that has

to be implementing, when the local
production is reaching the markets.
During this time, market situation
enable the farmers to get a reasonable
farmgate price. This is a very crucial
issue during the time of the local
production is in the market. Ifthere is
correct information on the supply and
demand situation of big onions, imple-'
menting of the import regulations is
easy. ; :

The total annual imports of big on-
ionsisin the range 0f60,000-40,000 mt
in Sri Lanka. The highest quantities of
imports are recorded during last 8
months. : ;

During this period, about
77,000 mt of big onions were imported.
The CIF value of it is nearly Rs. 625
million (Table ). .

- Table 4

ood Bala.nce Sheet, Department of Census & Staitist_ics.
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5. Farmers do not have facilities for
storing onions from harvesting time
till it is brought for storing in cold
storage. Factors such as Maha rains
and poor ventilation could make
things difficult for farmers at this
stage.

6. Non availability of varieties suit-
able for storage. Existing varieties,
fertilizer, inefficient irrigation, ex-
cegsive rain and harvesting prior to
maturity makes produce unsuitable
for storage. According to findings of
the HARTI, big onion farmers gen-
erally deeide whether or not to store
onions only at the last moment de-
pending on the favourable or unfa-
vourable prices at the market. The
majority of the farmers do not act
according to a prior decision.

Economic Factor affecting
storing in Cold Storage

Az mentioned earlier in this report,
although the over production of big
onion in Sri Lanka is not that large to
store in cold storages, the excess pro,
duction should be stored. Even now
‘these can be stored in an inexpensive
storage system for 4-5 months. How-
ever, it could be stored for further 4-5
months in cold storages (Tables 1 & 2).
Over production situation exists only
in August and September. Hence in-
stead of storing excessive prodyction

the market, it also could be managed
by systematic import control method.
Further jt appears that in Sri Lanka

_big onion consumption is on the in-
crease according to the income levels.
In view of the increasing trend of big
onion consumption, according to corre-
sponding increase of income, it is
doubtful whether the attempt to con-
trol over production through stock
management utilizing storages is a
prudent one,

The bqneﬁts expected from storing
of local big onion production in cold

1. Protection of consumers througﬁ
stabilization of local prices.

2. Saving foreign exchange thmugh
import restriction and or thereby
finding solution to the trade deficit.

3. Btabilization and promotmn of
farmer income.

e Sale price determination after stor-
- “age (including storage charges and
othercostsy. This should belessthan
or equal to the market price of the
day. If it is above the market price,
storage becomes meaningless in
economic sense, If it is quite low or
less than the farmgate price, farm-
ers may not agree to store their
produce. It could be observed that
this situation is currently existing
in Sri Lanka. Through this cold
storage system it is not possible to
purchase a kilo of big onions at the
existing price and sell it in the off

" season for less than the off season
price along with the attendant
storage charges and other costs. The
reasonisthe current farmgate price,

retail price and wholesale price in

Sri Lanka prevails at a very high
level and therefore storing them is
meaningless and ‘it is doubtful
whether farmers could be induced
for the purposes (Fig. 1).
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storages and later releasing them are:

2, One could 'argue that as per
annexures given above and as the
prices after storage remain above
the import prices, it is cheaper to
import. Import prices are much
lower than the local prices. As in-
dicated there, both CIF or FOB
price are lower thanlocal price. Thus
it may possible to state that impor-

tation of this is much cheaper. How-
ever, if the protection of the local
farmer and saving of fu.eign ex-
change are concerned, importation
maybe notthatimportant. However,
when decisions are tal"an to store
big onions in cold sto.ages, these
facts have to be taken into account.

3. Otheropinion isthatifimport prices
are less than the prices after stor-
age, the effort is to economically
storage unprofitable. However, it is
determined by the fact that how far
the government policy would allow
import of big onions. If limitations
are imposed on big onion imports
and local product becomes sufficient,
the above arguments are not valid.

4, Present government policy allows
for free import of several food items.
big onion is one of them. Thus a big
onion storage project is not eco-
nomically fruitful at present.

=]

. Sri Lanka is rapidly subjected to
globalization. This country is also
can active member of the SAARC
region. These countries have agreed
to.a South Asian Preferential Trade
Area (SAPTA) which provides for
removal of all tariff and taxes for

products of these countries by the

year 2000. Within such a back-
ground, where free import of big
onion could become possible without
any restrictions, encouragement of
long-term prajects such as storage

~ of big onions in cold storage is not
very prudent.

Furthermore, according to the
GATT's Uruguay agreements most of
the countries in the world have agreed

‘to remove taxes and tariffs during the

next 10 year period. Their assumption
is that international trade has to be
developed based on "Comparative ad-
vantage" and therefore countries
should embark on producing goods for
which they have the greatest advan-
tage. As such they are of the view that
countries like Sri Lanka should pro-.
duce low cost agricultural products,
while importing high cost agricultural

- products at comparativelylower prices.

Thus it is extremely difficult to hy-
pothesize the conditions that could

‘prevail for Sri Lanka's agriculture

products in future and therefore the
economic benefits of projects of this
nature is debatable.
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