
Impacts of t h e 2011 Budget Proposals on 
t h e Plantat ion Crop S e c t o r 
A b s t r a c t 

T ie budget proposals for the 
year 2011 are 

development-oriented and 
targeted at addressing the 
medium- to long-term 
development needs of the 
country. There are specific 
proposals targeted at the 
development of the plantation 
crop sector. Increasing 
production and productivity by 
new planting or replanting of the 
crops, improving land use 
efficiency, enhancing value-
added products and increasing 
adoption of technologies are the 
targets of sector-specific budget 
proposals. There are several 
other proposals that will support 
the achievement of development 
targets of the plantation sector 
as identified by the Government 
policy. 

Some other specific proposals in 
the year 2011 budget target for 
the agriculture and dairy sectors 
are also identified as beneficial 
proposals for the development of 
the plantation sector as well, if 
the coverage of these proposals 
could be extended to the 
plantation crop sector. 

I n t r o d u c t i o n 

B u d g e t p r o p o s a l s for t h e y e a r 2 0 1 1 

h a v e b e e n a p p r e c i a t e d b y m a n y 

p r o f e s s i o n a l s , i n d i v i d u a l s a n d 

o r g a n i s a t i o n s in t h e p u b l i c a n d 

p r i v a t e s e c t o r , d e s c r i b i n g a s 

d e v e l o p m e n t - o r i e n t e d p r o p o s a l s 

t a r g e t e d a t a c h i e v i n g m e d i u m - t o 

l o n g - t e r m d e v e l o p m e n t n e e d s o f 

t h e c o u n t r y a s t h e f i r s t B u d g e t 

P r o p o s a l t o c o v e r c o m p l e t e F i n a n c i a l 

y e a r in t h e p o s t - w a r S r i L a n k a . 

P l a n t a t i o n s e c t o r p l a y s a s i g n i f i c a n t 

r o l e in t h e S r i L a n k a n e c o n o m y , 

h a v i n g a c o n t r i b u t i o n o f a b o u t 3 % 

t o t h e n a t i o n a l G r o s s D o m e s t i c 

P r o d u c t ( G D P ) in t h e y e a r 2 0 0 9 

( C e n t r a l B a n k of S r i L a n k a , 2 0 0 9 ) . 

T e a , R u b b e r a n d C o c o n u t s h a v e 

b e e n t h e " t r a d i t i o n a l t r ip le s" o f t h e 

p l a n t a t i o n c r o p s e c t o r o f t h e 

c o u n t r y . S u g a r c a n e , C a s h e w a n d 

P a l m y r a h , a r e t h e o t h e r t h r e e c r o p s 

t h a t c o u l d b e c o n s i d e r e d a s 

p l a n t a t i o n c r o p s in S r i L a n k a e v e n 

t h o u g h t h e s e c r o p s e c t o r s a r e 

u n d e r t h e p u r v i e w o f d i f f e r e n t 

m i n i s t r i e s f r o m t i m e to t i m e . 

D e v e l o p m e n t r e q u i r e m e n t s o f 

i n d i v i d u a l c r o p s e c t o r s v a r y d u e to 

t h e v a r i a t i o n s o f t h e e c o n o m i c 

i m p o r t a n c e of e a c h c r o p s e c t o r in 

t h e n a t i o n a l e c o n o m y a n d t h e 

p o t e n t i a l o f e a c h c r o p s e c t o r t o 

c o n t r i b u t e t o t h e fol lowing a s p e c t s : 

i. Agr i cu l tura l l and u s e p a t t e r n 

ii. Fore ign e x c h a n g e e a r n i n g / s a v i n g 
capacity 

iii. Ability to m e e t d o m e s t i c 
c o n s u m p t i o n r e q u i r e m e n t s 

iv. Creat ing employment opportunit ies 

v. Poverty r e d u c t i o n 

vi. Adapta t ion to / mi t igat ion of 
c l imate c h a n g e i m p a c t 

G o v e r n m e n t P o l i c y a n d 

S t r a t e g i e s o n P l a n t a t i o n S e c t o r 

D e v e l o p m e n t 

D e v e l o p m e n t o f t h e p l a n t a t i o n 

s e c t o r h a s b e e n ident i f i ed a s o n e 

o f t h e h i g h p r i o r i t i e s i n t h e 

g o v e r n m e n t po l i cy f r a m e w o r k . T h e 

G o v e r n m e n t p o l i c y d o c u m e n t 

"Mahinda Chintana: V i s i o n for New 

S r i L a n k a " ( 2 0 0 6 ) h a s r e c o g n i s e d 

t h e i m p o r t a n c e a n d r e q u i r e m e n t s 

o f t h e p l a n t a t i o n c r o p s e c t o r s , a n d 

J . A . A . M . J a y a k o d y 

Former Agricultural Economist, 
Tea Research Institute, 

Sri Lanka. 

d e v e l o p m e n t s t r a t e g i e s h a v e b e e n 

ident i f ied for t h e p e r i o d o f 2 0 0 6 -

2 0 1 6 . T h e e m p h a s i s i s o n 

i m p r o v i n g t h e c o m p e t i t i v e n e s s in 

t h e i n t e r n a t i o n a l m a r k e t a n d t h e 

p r o d u c t i v i t y o f t h e p l a n t a t i o n s e c t o r 

t h r o u g h r e s e a r c h , r e d u c i n g c o s t o f 

p r o d u c t i o n a n d r e p l a c i n g t h e 

e x i s t i n g o ld p l a n t a t i o n s w i t h n e w 

p l a n t s t o c k s o f e a c h s e c t o r a t a r a t e 

o f 2 - 3 % a n n u a l l y . T h e k e y 

e l e m e n t s in t h e p r o p o s e d s t r a t e g y 

a r e : 

i. G r e a t e r p a r t i c i p a t i o n of the p r i v a t e 
s e c t o r in r e s e a r c h a n d d e v e l o p m e n t 

ii. P r o m o t i n g v a l u e - a d d e d t e a e x p o r t 
to m a i n t a i n i t s l e a d e r s h i p in global 
t e a e x p o r t . 

iii. C o n t i n u i n g promot iona l a s s i s t a n c e 
t o d e v e l o p S r i L a n k a - o w n e d t e a 
b r a n d s a n d repos i t ion Sri L a n k a 
t e a s a s t h e "best in c lass" s o u r c e for 
t h e e x p o r t m a r k e t . 

iv. E n c o u r a g i n g Regional P l a n t a t i o n 
C o m p a n i e s t o u n d e r t a k e h i g h - v a l u e 
a g r i c u l t u r e a n d o t h e r 
a g r i b u s i n e s s v e n t u r e s in u n d e r 
uti l ised e s t a t e l a n d s . 

v. Adding 4 0 , 0 0 0 h a of n e w l a n d s for 
r u b b e r c u l t i v a t i o n a n d e n c o u r a g i n g 
m o r e n a t u r a l r u b b e r a n d v a l u e - a d d e d 
p r o d u c t s 

v i . I n c r e a s i n g n a t i o n a l c o c o n u t 
p r o d u c t i o n a n d product iv i ty a t a r a t e 
of 5 p e r c e n t p e r y e a r . 

vii. E n c o u r a g i n g c o c o n u t p l a n t i n g in 
n o n - t r a d i t i o n a l a r e a s , s u c h a s 
Mahawe l i reg ion a n d m a j o r i rr igat ion 
a r e a s a n d intens i fy ing t h e i n c e n t i v e 
s t r u c t u r e f o r r e p l a n t i n g a n d n e w 
p l a n t i n g . 

v i i i . P r o m o t i n g s m a l l / m e d i u m 
i n d u s t r i e s for t h e p r o d u c t i o n o f va lue -
a d d e d p r o d u c t s for e x p o r t a n d i m p o r t 
s u b s t i t u t i o n , s u c h a s , edible oil a n d 
a n i m a l feed. 
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i x . S e t t i n g u p a P l a n t a t i o n 
Deve lopmen t F u n d to prov ide bet ter 
o p p o r t u n i t i e s f o r l o n g - t e r m 
i nves tmen t i n the sector . 

x . H u m a n r e s o u r c e deve lopmen t to 
t r a i n al l c a t e g o r i e s of s ta f f i n t h e 
estates. 

x i . In tegra t ing hea l th and educa t i on 
serv ices p rov ided to the estate sector 
in to the na t iona l s y s t e m . 

o p p o r t u n i t i e s a n d b e t t e r 
r e m u n e r a t i o n f o r w o r k e r s a n d 
d i r e c t i n g the p l a n t a t i o n c o m p a n i e s 
to c o n s e r v e the e n v i r o n m e n t , w a t e r 
a n d b i o d i v e r s i t y t h r o u g h 
e n v i r o n m e n t - f r i e n d l y i n v e s t m e n t . 

I m p o r t a n c e a n d d e v e l o p m e n t needs 
o f e a c h c r o p s e c t o r a r e b r i e f l y 
d i s c u s s e d b e l o w : 

T e a s e c t o r is a t a s t a g e w h e r e it 
f a c e s t h e c h a l l e n g e s o f f i n d i n g 
f i n a n c i a l , h u m a n , a n d soc ia l cap i t a l 
to be i n v e s t e d i n t h e m o d e r n i s a t i o n 
o f t h e p r o d u c t i o n a n d m a r k e t i n g 
p r o c e s s . 

T h e f o l l o w i n g i s s u e s n e e d a t t e n t i o n 
o f t h e r e l e v a n t a u t h o r i t i e s fo r t h e 
d e v e l o p m e n t o f t h e s e c t o r i n l i ne 
w i t h t h e g o v e r n m e n t p o l i c y : 

i. A r r e s t i n g t h e d e c l i n i n g 
p roduc t i v i t y of tea l ands in the U p a n d 
M id c o u n t r y r e g i o n s , a d o p t i o n o f 
p r o p e r l a n d u s e p r a c t i c e s a n d 
i n t e n s i f y i n g a p p r o p r i a t e c r o p 
d i ve rs i f i ca t ion d r i ves . y 

i i . A c c e l e r a t i n g t h e f a c t o r y 
m o d e r n i s a t i o n p r o c e s s a n d q u a l i t y 
c e r t i f i c a t i o n o f t h e m a n u f a c t u r i n g 
p rocess a n d the f ina l p roduc t . 

i i i . P r o d u c t d i v e r s i f i c a t i o n , 
i n t e g r a t i o n , v a l u e a d d i t i o n a n d 
p r o d u c t i o n o f S r i L a n k a n b rands . 

i v . A g g r e s s i v e p r o m o t i o n a n d 
m a r k e t i n g s t ra teg ies to cap tu re n e w 
m a r k e t s as we l l as the lost m a r k e t s . 

Rubber 

C o n t r i b u t i o n of t h e r u b b e r s e c t o r 
to G D P w a s 0 .25% i n t h e y e a r 2 0 0 9 
( C e n t r a l B a n k , 2 0 0 9 ) . T o t a l a r e a 
u n d e r r u b b e r c u l t i v a t i o n is 124,000 
h a a n d t h e to ta l r u b b e r p r o d u c t i o n 
i n t h e y e a r 2009 w a s 137 M n k g 
w h i c h w a s i n c r e a s e d u p to 152.9 m n 
k g i n t h e y e a r 2010. E x p o r t v o l u m e 
o f r a w r u b b e r w a s 5 5 . 9 9 M n k g 
v a l u i n g R s . l l , 326 m n i n the y e a r 
2 0 0 9 . I n t h e y e a r 2 0 1 0 e x p o r t 
v o l u m e w a s r e c o r d e d as 51.5 m n k g 
w i t h t h e v a l u e o f R s 19,255 m n . 
A v e r a g e F O B p r i c e r e c e i v e d w a s 
Rs202 .23 p e r k g i n the y e a r 2 0 0 9 a n d 
i n t h e y e a r 2 0 1 0 it w a s r e c o r d e d a s 
R s . 4 0 2 . 7 1 p e r k g a 100% i n c r e a s e d . 
C o n t r i b u t i o n o f r u b b e r e x p o r t 
e a r n i n g s w a s a b o u t 1.39 % o f t h e 
to ta l e x p o r t e a r n i n g s ( E D B f 2009) . 
F o c u s o f t h e R u b b e r s e c t o r is a l s o 
to e a r n m o r e f o r e i g n e x c h a n g e , b y 
i n c r e a s i n g t h e e x p o r t v o l u m e , 
e i t h e r i n c o m m o d i t y f o r m o r i 
v a l u e - a d d e d f o r m s . A b o u t 7 0 % o f 

I n l i ne w i t h t h e "Mahinda Chintana" 
p r o g r a m , t h e N a t i o n a l P l a n t a t i o n 
I n d u s t r y Po l i c y (NPIP) F r a m e w o r k 
w a s d e v e l o p e d b y t h e M i n i s t r y o f 
P l a n t a t i o n I n d u s t r i e s i n t h e y e a r 
2007 , w h i c h h a s ident i f ied a p o l i c y 
m i x f o r t h e d e v e l o p m e n t o f t h e 
p l a n t a t i o n s e c t o r w i t h s p e c i f i c 
po l ic ies a n d s t ra teg ies for e a c h c r o p 
s e c t o r , f o r t h e 1 0 - y e a r p e r i o d o f 
2 0 0 7 - 2 0 1 6 . 

T h e f o l l o w i n g 5 b r o a d p o l i c y 
a l t e r n a t i v e s h a v e b e e n i d e n t i f i e d 
f o r t h e d e v e l o p m e n t o f t h e 
p l a n t a t i o n s e c t o r to a c h i e v e 
e c o n o m i c , soc ia l a n d e n v i r o n m e n t a l 
v i a b i l i t y o f t h e sec tor : 

i. T r a n s f o r m i n g the p lantat ions i n to 
a n e n g i n e o f p r o - p o o r g r o w t h a n d 
reg iona l deve lopment . 

i i . Pr iva te sector- led g row th t h r o u g h 
es tab l i sh ing a n d p romo t i ng Pub l i c -
Pr iva te Pa r t ne rsh ip (PPP), to e n s u r e 
economic v iabi l i ty . 

i i i . P romo t i ng d o w n s t r e a m act iv i t ies 
a n d d i v e r s i f i c a t i o n to i m p r o v e 
prof i tabi l i ty i n the sector. 

iv . P r o m o t i n g the we l l -be ing of the 
p lan ta t i on c o m m u n i t i e s , to ach ieve 
social v iab i l i ty 

v . E n c o u r a g i n g t h e p r o d u c t i o n o f 
" G r e e n P r o d u c t s " to a c h i e v e 
e n v i r o n m e n t a l s u s t a i n abi l i ty o r t h e 
e n v i r o n m e n t a l v iabi l i ty 

"Mahinda Chintana - V i s i o n fo r t h e 
F u t u r e " 2 0 1 0 h a s f u r t h e r 
s t r e n g t h n e d t h e a b o v e p o l i c y 
d i r e c t i v e s b y r e - e m p h a s i s i n g 
p r io r i t i es o n v a l u e - a d d e d p r o d u c t s , 
i m p r o v i n g p r o d u c t i o n a n d 
p r o d u c t i v i t y t h r o u g h R e s e a r c h a n d 
D e v e l o p m e n t , c rea t i ng e m p l o y m e n t 

E c o n o m i c I m p o r t a n c e a n d 
D e v e l o p m e n t N e e d s o f t h e 
P l a n t a t i o n C r o p S e c t o r s 

Tea 

T o t a l a r e a u n d e r t e a c u l t i v a t i o n is 
n o w r e c o r d e d a s 222 ,000 h a , the 
m a j o r i t y i n t h e w e t z o n e o f S r i 
L a n k a . T o t a l m a d e tea p r o d u c t i o n 
i n t h e y e a r 2010 h a s r e a c h e d a n e w 
r e c o r d o f 3 2 9 M n k g a f t e r t h e 
h i g h e s t e v e r r e c o r d e d p r o d u c t i o n o f 
318 M n k g i n t h e 2008 , w i t h the 
d r o p of p r o d u c t i o n b y 9.1 % i n the 
y e a r 2009 to 291 M n k g (MPI .2011) . 

E x p o r t v o l u m e w a s r e c o r d e d a s 
289.7 M n kg w i t h a v a l u e of R s 136.2 
B n i n t h e y e a r 2009 . A v e r a g e F O B 
(F ree O n B o a r d ) p r i c e o f m a d e tea 
w a s R s . 470.11 p e r k g . C o n t r i b u t i o n 
o f tea to t h e G D P is a b o u t 1.03%. 
a n d the c o n t r i b u t i o n o f tea e x p o r t 
e a r n i n g w a s 16% o f t h e to ta l e x p o r t 
e a r n i n g s i n t h e y e a r 2009 ( E x p o r t 
D e v e l o p m e n t B o a r d , 2009) . 

T e a m a i n l y f o c u s e s o n t h e e x p o r t 
m a r k e t a s m o r e t h a n 9 0 % o f t h e 
a n n u a l p r o d u c t i o n h a s b e e n 
e x p o r t e d o v e r m a n y y e a r s . A s a 
r esu l t , g loba l a n d r e g i o n a l m a r k e t 
d y n a m i c s h a v e a d i r e c t i m p a c t o n 
the c h a n g e s i n d o m e s t i c p r o d u c t i o n 
a n d m a r k e t i n g p r o c e s s w h i l e 
o p e n i n g u p o p p o r t u n i t i e s a s w e l l a s 
c h a l l e n g e s o f i n t e g r a t i o n i n l i n e 
w i t h t h e g loba l t r e n d s o f p r o d u c t i o n 
( f r o m c o n v e n t i o n a l tea p r o d u c t s to 
c o n s u m e r - f r i e n d l y n a t u r a l o r h e a l t h 
p r o d u c t s ) , c o n s u m p t i o n ( f r o m b l a c k 
t e a to i n s t a n t / h e a l t h / n a t u r a l / 
g r e e n tea) a n d p r o d u c t i n t e g r a t i o n 
( i .e . , p a c k e t e d t e a , t e a d r i n k , a n d 
d e c a f f e i n a t e d t ea ) . 
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t h e N a t u r a l R u b b e r (NR) p r o d u c t i o n 

of t h e c o u n t r y is u s e d b y t h e loca l 

i n d u s t r i e s f o r v a l u e - a d d e d 

p r o d u c t i o n a n d t h e b a l a n c e is 

e x p o r t e d in t h e c o m m o d i t y f o r m . 

Now t h e NR p r i c e s h a v e b e c o m e 

a t t r a c t i v e for t h e i n v e s t o r s a n d t h e 

I n t e r n a t i o n a l R u b b e r O r g a n i s a t i o n 

h a s p r o j e c t e d e v e n by t h e y e a r 2 0 2 0 , 

w o r l d n a t u r a l r u b b e r d e m a n d will 

e x c e e d t h e s u p p l y , t h u s l e a d i n g to 

a n i n c r e a s i n g t r e n d in t h e f u t u r e 

r u b b e r p r i c e s . ^ 

T h e n a t u r a l r u b b e r i n d u s t r y ' n e e d s 

t o be s u p p o r t e d by a n a t i o n a l pol icy 

t o e n s u r e l o n g - t e r m , s u s t a i n a b i l i t y 

a n d t h e f o l l o w i n g a s p e c t s o f t h e 

l o c a l i n d u s t r y : 

i. I n c r e a s e the p r o d u c t i o n to m e e t the 
i n t e r n a t i o n a l a n d d o m e s t i c d e m a n d 
for NR, 

ii. Achieve c o m p e t i t i v e n e s s t h r o u g h 
improv ing product iv i ty a n d qual i ty , 

i i i . R e d u c e c o s t o f p r o d u c t i o n , 
o b t a i n i n g h i g h Net S a l e s A v e r a g e 
(NSA) a n d i n c r e a s e t h e profitability, 

iv. Min imise a d v e r s e e f fects on t h e 
e n v i r o n m e n t to e n s u r e e n v i r o n m e n t 
sus ta inabi l i ty . 

Coconut 

T o t a l a r e a u n d e r coconut 
c u l t i v a t i o n is 3 9 4 , 8 3 6 h a a n d t h e 

t o t a l n u t p r o d u c t i o n in t h e y e a r 

2 0 0 9 i s 2 , 7 6 2 M n n u t s a n d t h e 

a n n u a l a v e r a g e p r o d u c t i o n is in t h e 

r a n g e o f 2 , 5 0 0 - 2 , 7 5 0 M n n u t s . A 

7 5 % of t h e n a t i o n a l p r o d u c t i o n is 

u s e d for t h e d o m e s t i c c o n s u m p t i o n 

( 1 , 8 1 6 m n n u t s ) a n d t h e b a l a n c e i s 

i n a d e q u a t e t o m e e t t h e d e m a n d of 

t h e v a l u e - a d d e d i n d u s t r i e s . 

T h e r e f o r e , t h e p r o d u c t i o n t a r g e t 

h a s n o w s e t a s 3 , 0 0 0 Mn n u t s p e r 

y e a r by i n c r e a s i n g t h e t o t a l e x t e n t 

u p t o o n e m i l l i o n a c r e s ( a b o u t 

a d d i t i o n a l 7 , 0 0 0 h a ) (CDA, 2 0 0 9 a n d 

C C B , 2 0 1 1 ) . 

E x p o r t v o l u m e w a s r e c o r d e d a s 4 9 3 

M n n u t s w i t h a v a l u e o f 

R s 2 9 , 0 8 1 m n a n d t h e A v e r a g e F O B 

p r i c e w a s R s . 1 8 . 2 3 p e r n u t in t h e 

y e a r 2 0 0 9 . C o n t r i b u t i o n to e x p o r t 

e a r n i n g s 3 . 5 7 % , C o n t r i b u t i o n t o 

G D P w a s 1 . 3 7 % (CDA. 2 0 0 9 a n d 

C e n t r a l B a n k o f S r i L a n k a , 2 0 0 9 ) 

T h e C o c o n u t i n d u s t r y a i m s a t a h i g h 

a n n u a l p r o d u c t i o n , w i t h t h e 

o b j e c t i v e o f e n h a n c i n g t h e fore ign 

e x c h a n g e e a r n i n g c a p a c i t y o f t h e 

i n d u s t r y w h i l e s a t i s f y i n g t h e 

d o m e s t i c c o c o n u t r e q u i r e m e n t s . 

S u g a r 

L o c a l s u g a r i n d u s t r y p r i m a r i l y 

t a r g e t s a t i n c r e a s i n g p r o d u c t i o n for 

t h e d o m e s t i c m a r k e t a s t h e c o u n t r y 

i m p o r t s a b o u t 9 5 % o f t h e a n n u a l 

d o m e s t i c s u g a r r e q u i r e m e n t . In t h e 

y e a r 2 0 0 9 , t o t a l i m p o r t bill o f s u g a r 

w a s r e c o r d e d a s R s . 2 5 b n . 

In t h e y e a r 2 0 0 9 , t o t a l l a n d a r e a 

u n d e r s u g a r c u l t i v a t i o n w a s 

r e c o r d e d a s 7 , 3 2 0 h a a n d t h e l o c a l 

s u g a r p r o d u c t i o n w a s 3 1 6 , 0 8 0 

m e t r i c t o n e s w h i c h i s l e s s t h a n 5 % 

o f t h e c o n s u m p t i o n r e q u i r e m e n t s 

of t h e c o u n t r y a n d 2 0 % d e c l i n e in 

t h e p r o d u c t i o n c o m p a r e d to t h e y e a r 

2 0 0 8 . D e c l i n e o f t h e p r o d u c t i o n w a s 

d u e to d r o u g h t c o n d i t i o n p r e v a i l e d 

in t h e P e l a w a t t e a r e a a n d r e d u c t i o n 

of t h e l a n d u n d e r c u l t i v a t i o n d u e 

t o sh i f t ing o f f a r m e r s t o o t h e r s h o r t 

t e r m c a s h c r o p s s u c h a s b a n a n a , 

s o y a b e a n , m a i z e a n d p a d d y 

( C e n t r a l B a n k o f S r i L a n k a , 2 0 0 9 ) . 

E n s u r i n g a r e a s o n a b l e p r i c e for 

l o c a l l y - p r o d u c e d s u g a r , t h e d e m a n d 

for h i g h e r p r i c e s for s u g a r c a n e f r o m 

f a r m e r s , r e l a t i v e l y low y i e l d s o f t h e 

a v a i l a b l e c a n e v a r i e t i e s , low s u g a r 

r e c o v e r y r a t e s , a n d a n a b s e n c e o f 

f a c t o r y e x p a n s i o n h a v e r e s u l t e d in 

a h i g h e r c o s t o f p r o d u c t i o n e r o d i n g 

t h e f i n a n c i a l v iabi l i ty o f t h e i n d u s t r y 

a r e t h e m a j o r i s s u e s in t h e s u g a r 

s e c t o r n e e d g o v e r n m e n t 

i n t e r v e n t i o n . 

Now t h e g o v e r n m e n t h a s ident i f ied 

t h e n e e d o f e x p a n d i n g s u g a r c a n e 

c u l t i v a t i o n u p t o 4 0 , 0 0 0 h a o u t 

o f w h i c h 2 0 , 0 0 0 h a will b e 

i n t h e K a n t a l e a r e a 

( w w w . d e v e l o p m e n t . l k ) . S u g a r c a n e 

R e s e a r c h I n s t i t u t e i s t h e o n l y 

g o v e r n m e n t o r g a n i s a t i o n t h a t 

s u p p o r t t h e s u g a r i n d u s t r y . A t 

p r e s e n t p r i v a t e s u g a r c o m p a n i e s 

h a v e m o r e c o n t r o l o v e r t h e 

c u l t i v a t i o n o f t h e c r o p a n d t h e 

p r o c e s s i n g o f t h e p r o d u c t . T h e 

M i n i s t r y o f S m a l l E x p o r t C r o p s 

P r o m o t i o n h a s p l a n n e d to s e t u p a 

n e w S t a t e i n s t i t u t i o n t o r e g u l a t e 

a n d u p l i f t t h e c o u n t r y ' s s u g a r 

i n d u s t r y w i t h a t a r g e t o f b r i n g i n g 

u p l o c a l p r o d u c t i o n u p to 4 0 % of 

t h e n a t i o n a l d e m a n d b y t h e y e a r 

2 0 2 0 . 

Cashew 

C a s h e w c u l t i v a t i o n is m a i n l y s p r e a d 

i n t h e d i s t r i c t s o f P u t t a l a m , 

M a n n a r , V a v u n i y a , J a f f n a , 

T r i n c o m a l e e , B a t t i c a l o a , 

P o l o n n a r u w a , M o n e r a g a l a a n d 

H a m b a n t o t a . A c c o r d i n g t o t h e 

C a s h e w C o r p o r a t i o n o f S r i L a n k a , 

t h e e x t e n t o f t h e c u l t i v a t i o n in 

t h e s e d i s t r i c t s i s a b o u t 4 0 , 5 2 8 , h a 

a n d in t h e r e s t o f t h e d i s t r i c t s , 

t h e r e a r e a b o u t 4 , 9 1 3 h a . N e a r l y 

8 0 % of t h e c u l t i v a t i o n i s f o u n d in 

h o m e g a r d e n s . A n n u a l a v e r a g e 

c a s h e w p r o d u c t i o n is in t h e r a n g e 

o f 1 0 , 0 0 0 t o n n e s . 

U n d e r t h e p r e s e n t m a n a g e m e n t 

s y s t e m of t h e c u l t i v a t i o n , y i e ld p e r 

t r e e is 4 - 5 kg w h e r e a s t h e p o t e n t i a l 

i s a b o u t 1 0 - 1 4 k g / t r e e . 

C a s h e w s e c t o r h a s t o t a r g e t for a 

p r o d u c t i o n a n d p r o d u c t i v i t y 

i m p r o v e m e n t t o s a t i s f y t h e 

d o m e s t i c d e m a n d a n d a l s o t o 

c a p t u r e a s i z a b l e s h a r e i n t h e 

e x p o r t m a r k e t , a s t h e r e is a g r o w i n g 

d e m a n d . S p r i n g T r e e C o r p o r a t i o n o f 

t h e U S A h a s d e c l a r e d t h a t t h e 

t a s t i e s t c a s h e w in t h e w o r l d is t h e 

p r o d u c t f r o m S r i L a n k a . A t p r e s e n t 

4 0 % of t h e p r o d u c t i o n is u s e d for 

t h e d o m e s t i c c o n s u m p t i o n 

( M i n i s t r y o f S t a t e R e s o u r c e s a n d 

E n t e r p r i s e D e v e l o p m e n t , 2 0 1 0 ) . 
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P r o p a g a t i o n o f c a s h e w i s d o n e 

t h r o u g h t h e s e e d s a n d v e g e t a t i v e 

m e t h o d o f s o f t w o o d g r a f t i n g . 

D e v e l o p i n g h i g h - q u a l i t y p l a n t i n g 

m a t e r i a l f o r t h e e x p a n s i o n o f 

c u l t i v a t i o n is a p r i m e n e e d o f t h e 

s e c t o r . L a c k o f c r e d i t fac i l i t i e s , h i g h 

c o s t o f i n p u t m a i n l y f er t i l i s er a n d 

in a d e q u a t e e x t e n s i o n s e r v i c e a r e 

t h e o t h e r c o n s t r a i n t s o f t h e s e c t o r . 

C a s h e w C o r p o r a t i o n , w h i c h f a l l s 

u n d e r t h e M i n i s t r y , p r o v i d e s 

n e c e s s a r y s u p p o r t f o r c a s h e w 

p r o d u c t i o n , p r o c e s s i n g a n d 

m a r k e t i n g . 

Palmyrah 

P a l m y r a h i s k n o w n a s "Thar o r 

'Panef a m o n g S i n h a l a a n d T a m i l 

c o m m u n i t i e s o f S r i L a n k a . T h e c r o p 

i s c o n f i n e d t o t h e d r y a n d s e m i a r i d 

z o n e s of t h e i s l a n d , m a i n l y in t h e 

N o r t h e r n a n d E a s t e r n r e g i o n s a n d 

in P u t t a l a m a n d H a m b a n t o t a 

d i s t r i c t s . T h e c u l t i v a t i o n h a s 

s p r e a d in a b o u t 2 4 , 2 6 0 h a 

e q u i v a l e n t wi th 1 1 m i l l i o n p a l m s , 

o u t o f w h i c h 3 . 5 mi l l ion p a l m s in 

J a f f n a d i s t r i c t , 3 . 5 m i t l i o n i n 

K i l l i n o c h c h i d i s t r i c t a n d a n o t h e r 3 

mi l l ion in M a n n a r d i s t r i c t a n d t h e 

b a l a n c e s c a t t e r e d o v e r t h e 

o t h e r r e g i o n s o f t h e 

c o u n t r y . G o v e r n m e n t 

po l i cy , M a h i n d a C h i n t a n a 

1 0 y e a r p l a n a i m s t o 

i n c r e a s e t h e p a l m y r a h t r e e 

p o p u l a t i o n u p t o 1 6 mil l ion 

by t h e y e a r 2 0 1 6 , w i t h t h e 

d e v e l o p m e n t a n d 

p r o m o t i o n o f P a l m y r a h 

b a s e d p r o d u c t s n a m e l y 

f r u i t s , f i b e r , l e a f a n d 

t i m b e r ( M i n i s t r y o f 

T r a d i t i o n a l I n d u s t r i e s a n d 

S m a l l E n t e r p r i s e 

D e v e l o p m e n t , 2 0 1 0 ) . 

a f f e c t e d b y t h e c i v i l w a r , w h i c h 

e n g u l f e d S r i L a n k a in t h e l a s t t h r e e 

d e c a d e s . T r i n c o m a l e e , B a t t i c a l o a , 

a n d K a l m u n a i a r e a s a r e c o n s i d e r e d 

a s t h e p r i m e a r e a for l u c r a t i v e 

g r o w t h o f t h e c r o p a n d n e e d p a l m 

s e e d s f o r t h e e x p a n s i o n o f t h e 

c u l t i v a t i o n . A s P a l m y r a h is a h a r d y 

c r o p t h a t d o e s n o t r e q u i r e m u c h 

a p p l i e d i n p u t s o t h e r t h a n t h e p a l m 

s e e d s . P a l m y r a h D e v e l o p m e n t 

B o a r d is t h e o r g a n i s a t i o n e n t r u s t e d 

w i t h t h e r e s p o n s i b i l i t i e s f or t h e 

d e v e l o p m e n t o f t h e c r o p . 

P l a n t a t i o n S e c t o r a n d t h e 

B u d g e t P r o p o s a l s 

T h e p l a n t a t i o n c r o p s e c t o r 

c o m p r i s e s o f t h e s t a k e h o l d e r s o f 

t h e p r i v a t e a n d p u b l i c s e c t o r s a n d 

t h e s m a l l h o l d e r s . S m a l l h o l d e r 

i n v o l v e m e n t i s m a i n l y i n t h e 

c u l t i v a t i o n o f t h e c r o p s w h e r e a s t h e 

p r i v a t e s e c t o r o r g a n i s a t i o n s 

involved in t h e c u l t i v a t i o n a n d m o r e 

o n t h e i n d u s t r i a l p a r t , n a m e l y , 

p r i m a r y p r o c e s s i n g , v a l u e - a d d e d 

p r o d u c t i o n a n d m a r k e t i n g / e x p o r t o f 

t h e p r o d u c t s o f e a c h c r o p s e c t o r . 

P u b l i c s e c t o r o r g a n i s a t i o n s m a i n l y 

i n v o l v e i n t h e r e s e a r c h a n d 

d e v e l o p m e n t , a d m i n i s t r a t i o n a n d 

t h e r e g u l a t o r y f u n c t i o n s o f e a c h 

c r o p s e c t o r . 

C o r p o r a t e b u s i n e s s m a n a g e m e n t is 

o r g a n i s e d a r o u n d t h r e e f a c t o r s , 

n a m e l y , c o r p o r a t e g o a l s , 

i n f o r m a t i o n a n d c o r p o r a t e 

m a n a g e m e n t d e c i s i o n s . C o r p o r a t e 

m a n a g e m e n t d e c i s i o n s a r e m a d e 

b a s e d o n t h e i n f o r m a t i o n a v a i l a b l e , 

to a c h i e v e t h e c o r p o r a t e g o a l s s e t 

b y t h e c o r p o r a t e m a n a g e m e n t 

( N a n a y a k k a r a , 2 0 0 4 ) . B u d g e t 

p r o p o s a l s a r e a k i n d o f i n f o r m a t i o n 

o n g o v e r n m e n t r e g u l a t i o n s t h a t 

a f f e c t t h e b u s i n e s s e n v i r o n m e n t 

a n d t h e c o r p o r a t e d e c i s i o n m a k i n g . 

B u d g e t p r o p o s a l s t h a t d i r e c t l y 

t a r g e t t h e p l a n t a t i o n s e c t o r a n d t h e 

i n f l u e n c e o f s o m e o t h e r p r o p o s a l s 

t o w a r d s t h e d e v e l o p m e n t o f t h e 

p l a n t a t i o n s e c t o r a r e d i s c u s s e d i n 

t h e fo l lowing s e c t i o n . H o w e v e r , it 

i s i m p o r t a n t t o m a k e a n o t e t h a t , 

t h e s e p r o p o s a l s w o u l d t a k e l e g a l 

e f fec t o n l y w h e n t h e l e g i s l a t i o n is 

p a s s e d to a m e n d t h e p r o v i s i o n s o f 

t h e r e l e v a n t A c t s : 

In t h e N o r t h e r n a n d 

E a s t e r n r e g i o n s o f t h e 

c o u n t r y , a c o n s i d e r a b l e 

p e r c e n t a g e o f p o p u l a t i o n 

d e p e n d s o n t h i s c r o p , b u t 

t h e c u l t i v a t i o n w a s b a d l y 

Economic Review: D e c . 2 0 1 0 / J a n . 2 0 1 1 

D e v e l o p m e n t T a r g e t B u d g e t P r o p o s a l 

T e a S e c t o r 

1. To m a i n t a i n t h e a n n u a l t e a p r o d u c t i o n 
a t 3 0 0 M n k g , r e p l a n t i n g 1 5 0 0 h a 
a n n u a l l y in t h e s m a l l h o l d e r s e c t o r . 

I n c r e a s e t e a - r e p lant ing s u b s i d y for t h e t e a 
s m a l l h o l d e r s e c t o r b y R s 5 0 , 0 0 0 p e r 
h e c t a r e . 

I n c r e a s e revolving fund facility to provide 
n e c e s s a r y c r e d i t f a c i l i t i e s t o t h e s m a l l 
h o l d e r s 

2 . E n c o u r a g e r e p l a n t i n g in t h e c o r p o r a t e 
s e c t o r . 

P l a n t a t i o n c o m p a n i e s a r e to b e s u p p o r t e d 
by t h e "Proposed I n v e s t m e n t F u n d " in t h e 
b a n k i n g s e c t o r . 

C o c o n u t S e c t o r 

1. To i n c r e a s e t h e n a t i o n a l c o c o n u t 
p r o d u c t i o n u p to 3 , 5 0 0 Mn n u t s from 
t h e c u r r e n t level o f 2 , 8 0 0 Mn n u t s p e r 
y e a r , in t h e m e d i u m t e r m . 

N e w c u l t i v a t i o n i s e n c o u r a g e d i n t h e 
N o r t h e r n a n d E a s t e r n p r o v i n c e s . 

R s . 5 0 0 M n h a s b e e n p r o v i d e d t o give 
s u b s i d i e s for r e p l a n t i n g , n e w p l a n t i n g , 
i n t e r c r o p p i n g a n d p r o d u c t i v i t y 
i m p r o v e m e n t 

R u b b e r S e c t o r 

A s w o r l d d e m a n d i s s h i f t i n g t o w a r d s 
n a t u r a l r u b b e r , l o c a l r u b b e r p r o d u c t i o n 
is to be i n c r e a s e d by 5 0 % within t h e n e x t 
1 0 y e a r s . 

It i s p r o p o s e d to e n h a n c e r e p l a n t i n g a n d 
n e w p l a n t i n g s u b s i d y to u n d e r t a k e n e w 
p l a n t i n g in M o n e r a g a l a , V a v u n i y a a n d 
Mula i t i vu d i s t r i c t s a n d r e p l a n t i n g in o t h e r 
s u i t a b l e l o c a t i o n s . 
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S p e c i f i c P r o p o s a l s f o r P l a n t a t i o n 

S e c t o r D e v e l o p m e n t 

C o n s i d e r i n g t h e s t r a t e g i c r o l e t h a t 

p l a y s by t h e p l a n t a t i o n s e c t o r in t h e 

S r i L a n k a n e c o n o m y , t h e r e a r e 

s p e c i f i c p r o p o s a l s in t h e 2 0 1 1 

b u d g e t to d o u b l e t h e e x p o r t e a r n i n g 

c a p a c i t y f r o m t h e p l a n t a t i o n s e c t o r 

b y i m p r o v i n g t h e c u l t i v a t i o n o f 

c r o p s , p r i m a r y p r o c e s s i n g , 

p r o m o t i n g v a l u e - a d d e d p r o d u c t i o n 

a n d effect ive m a r k e t i n g o r e x p o r t . 

i. increase nat ional production 
by replanting /new planting 

T h e fol lowing p r o p o s a l s h a v e b e e n 

m a d e t o i m p r o v e t h e c u l t i v a t i o n 

u n d e r t h r e e m a j o r p l a n t a t i o n c r o p s 

by s t r e n g t h e n i n g t h e n e w p l a n t i n g 

o r r e p l a n t i n g o f o ld c u l t i v a t i o n s . 

T h e s e p r o p o s a l s wi l l e n c o u r a g e 

r e p l a n t i n g a n d n e w p l a n t i n g o f t e a , 

r u b b e r , a n d c o c o n u t to a c h i e v e t h e 

n a t i o n a l o b j e c t i v e o f i n c r e a s i n g 

t o t a l p r o d u c t i o n o f t h e s e c r o p 

s e c t o r s . 

i i . Proposals to encourage proper 
land use 

a, It i s p r o p o s e d t o give 6 - m o n t h 
n o t i c e p e r i o d t o t h e P l a n t a t i o n 
C o m p a n i e s to p u t u n u s e d l a n d s into 
product ive u s e . O t h e r w i s e s u c h l a n d s 
a r e t o b e d i s t r i b u t e d a m o n g 
s m a l l h o l d e r s for rep lant ing p u r p o s e . 

b. It is a l so p r o p o s e d to t e r m i n a t e 
l ease a g r e e m e n t s o f t h e l a n d s given 
by t h e L a n d R e f o r m C o m m i s s i o n a n d 
the Mahawel i Deve lopment Author i ty , 
u n l e s s t h e l e a s e h o l d e r s p u t s u c h 
l a n d s into p r o d u c t i v e u s e before end 
J u n e 2 0 1 1 . 

T h e s e p r o p o s a l s w i l l d i r e c t t h e 

g o v e r n m e n t l a n d l e a s e h o l d e r s t o 

u s e s u c h l a n d s effect ively o n m o r e 

e c o n o m i c a l p u r p o s e s . H o w e v e r , t h e 

P l a n t a t i o n C o m p a n i e s t h a t m a n a g e 

t e a p l a n t a t i o n s w i t h m o r e p o o r 

l a n d s a s 6 m o n t h s is g iven for t h e m 

to u s e t h e s e l a n d s ef fect ive ly b u t 

t h e f i n a n c i a l a s s i s t a n c e for l o n g 

t e r m d e v e l o p m e n t will b e a v a i l a b l e 

t h r o u g h t h e " i n v e s t m e n t f u n d " 

w h i c h is y e t to b e g e n e r a t e d b y t h e 

b a n k s a n d t h e f i n a n c i a l i n s t i t u t i o n s 

o v e r t h e t h r e e - y e a r p e r i o d s t a r t i n g 

f r o m A p r i l 2 0 1 1 . T h e r e f o r e , i t 

a p p e a r s t h a t s o m e o t h e r f o r m o f 

i n c e n t i v e is w a r r a n t e d to e n c o u r a g e 

P l a n t a t i o n C o m p a n i e s to u n d e r t a k e 

e f f e c t i v e l a n d u s e i n t e a 

p l a n t a t i o n s . 

i i i . Increase value-added 
production 

(a) Only 4 0 % of the t e a e x p o r t from 

S r i L a n k a i s in v a l u e - a d d e d f o r m . 

E x p o r t C e s s o n bu lk t e a is i n c r e a s e d 

u p to R s l O per kg to p r o m o t e e x p o r t 

o f t h e v a l u e - a d d e d t e a w i t h S r i 

L a n k a n B r a n d n a m e s . 

i(b) T h i r t y five p e r c e n t o f r u b b e r 

. p r o d u c t i o n is still e x p o r t e d in r a w 

form. E x p o r t C e s s on r a w r u b b e r a l s o 

i n c r e a s e d from Rs 4 to R s 8 p e r kg 

with t h e objective of making the r u b b e r 

i n d u s t r y a o n e billion do l lar e x p o r t -

e a r n i n g i n d u s t r y in t h e n e a r f u t u r e . 

T h e s e p r o p o s a l s will d i s c o u r a g e 

e x p o r t o f t e a a n d r u b b e r o n 

c o m m o d i t y f o r m a n d a l s o g e n e r a t e 

n e c e s s a r y f u n d i n g for d e v e l o p m e n t 

o f v a l u e - a d d e d p r o d u c t i o n r e l a t e d 

a c t i v i t i e s . 

i v . Other development proposals 

a. R s 2 0 0 Mn h a s b e e n provided to 
c o n t r o l t h e C o c o n u t Wil t D i s e a s e 
s p r e a d i n g in the W e l i g a m a a r e a . 

b . D r i p i r r i g a t i o n t e c h n o l o g y a n d 
a l t e r n a t i v e c r o p s will be i n t r o d u c e d 
to t h i s a r e a . 

c . A 5 0 % s u b s i d y i s p r o p o s e d t o 
p o p u l a r i s e t h e u s e of r a i n g u a r d s to 
i n c r e a s e t h e product iv i ty o f e x i s t i n g 
r u b b e r p l a n t a t i o n s . 

d. B u d g e t a r y a l locat ion for t h e r u b b e r 
d e v e l o p m e n t d e p a r t m e n t wil l b e 
i n c r e a s e d from Rs . 5 0 0 to 7 5 0 Mn to 
f i n a n c e all subs idy p r o g r a m s . 

T h e s e p r o p o s a l s will e n c o u r a g e t h e 

a d o p t i o n o f r e c o m m e n d e d 

t e c h n o l o g i e s t o m i n i m i s e c r o p 

l o s s e s in c o c o n u t a n d r u b b e r a n d 

a l s o p r o v i d e n e c e s s a r y f u n d i n g for 

s u c h a c t i v i t i e s . 

v . Reduction of Economic 
Service Charge 

E c o n o m i c S e r v i c e C h a r g e r a t e f o r m 

t h e t u r n o v e r o f t h e e n t e r p r i s e s , 

n a m e l y , p r i m a r y c o n v e r s i o n o f a n y 

t e a , r u b b e r , c o c o n u t p l a n t a t i o n 

i n c l u d i n g d e s i c c a t e d c o c o n u t , 

c o c o n u t oi l o r f i b e r , c o p r a , a n d 

s h e e t r u b b e r b u t e x c l u d i n g a n y 

c o n v e r s i o n s , w h i c h p r o d u c e s a n y 

a l c o h o l i c b e v e r a g e s , will be r e d u c e d 

f r o m t h e p r e s e n t 0 . 5 % t o 0 . 2 5 % . 

T h e t h r e s h o l d o f t h e t u r n o v e r a l s o 

i n c r e a s e d u p t o R s . 2 5 M n f r o m t h e 

p r e s e n t l e v e l o f R s 7 . 5 M n p e r 

q u a r t e r . 

T h i s p r o p o s a l wil l g i v e c a s h flow 

b e n e f i t s to t h e b u s i n e s s e n t i t i e s . 

G e n e r a l P r o p o s a l s E f f e c t i v e o n 

P l a n t a t i o n S e c t o r 

T h e fo l lowing b u d g e t p r o p o s a l s o n 

G o v e r n m e n t ' s r e v e n u e 

a d m i n i s t r a t i o n wi l l h a v e d i r e c t 

i m p a c t o n p r i v a t e s e c t o r 

o r g a n i s a t i o n s a n d i n d i v i d u a l s 

e n g a g e d i n t h e p l a n t a t i o n 

a g r i c u l t u r e , p r i m a r y p r o c e s s i n g o r 

v a l u e - a d d e d p r o d u c t i o n , a n d 

m a r k e t i n g o r e x p o r t o f t h e f ina l 

p r o d u c t s a n d a n y o t h e r r e l a t e d 

i n d u s t r i e s . 

1. Proposals on income tax 

(a) Revision of corporate income tax 
rates: T o s i m p l i f y t h e t a x s y s t e m , 

r e v i s i o n s o f t a x r a t e s h a v e b e e n 

p r o p o s e d t o a l l s e c t o r s o f t h e 

e c o n o m y . Key p r o p o s a l s t h a t h a v e 

l i k e l y i m p a c t o n t h e p l a n t a t i o n 

s e c t o r a r e d i s c u s s e d below: 

• T h e p r e s e n t r a t e s o f 3 0 % , 3 3 1 / 
3 % , o r 3 5 % a p p l i c a b l e to c o m p a n i e s 
o t h e r t h a n a n y p e r s o n e n g a g e d in a 
b u s i n e s s w h i c h d e a l s in l i q u o r o r 
t o b a c c o - b a s e d p r o d u c t s will b e 
r e d u c e d t o 2 8 % . 

• T h e p r e s e n t c o n c e s s i o n a r y r a t e o f 
1 5 % will be r e d u c e d to 1 2 % . This is 
appl i cab le to i n c o m e t a x of all e x p o r t 
c o m p a n i e s t o e n c o u r a g e f o r e i g n 
e x c h a n g e e a r n i n g s a n d to e n c o u r a g e 
t o u r i s m re la t ed b u s i n e s s for i n c o m e 
e a r n i n g . 
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• The m a x i m u m t a x r a t e appl i cab le 
t o a n y p e r s o n e n g a g e d in a n 
u n d e r t a k i n g for t h e m a n u f a c t u r e o f 
a n y p r o d u c t , h a v i n g d o m e s t i c va lue 
a d d i t i o n in e x c e s s o f 6 5 % a n d S r i 
L a n k a n B r a n d n a m e w i t h p a t e n t 
r ights r e s e r v e d in Sr i L a n k a , on s u c h 
p a r t o f t a x a b l e i n c o m e c o n s i s t s o f 
profits o r i n c o m e from t h e e x p o r t of 
or by supply to a n e x p o r t e r s for t h e 
e x p o r t of s u c h p r o d u c t , will be n o t 
exceeding 1 0 % 

• T h e p r o f i t s a n d i n c o m e of a n y 
agr icu l tura l u n d e r t a k i n g referred to in 
Sect ion 1 6 o f the A c t will be t a x e d a t 
the r a t e no t e x c e e d i n g 1 0 % 

* Propose to offer a c o n c e s s i o n a r y t a x 
r a t e of 1 0 % for s m a l l a n d m e d i u m 
e n t e r p r i s e s ( S M E s ) . 

(b) Determination of Business Profits: 
P r o p o s a l s p r o v i d e for t h e fol lowing 

c o s t s t o b e c l a i m e d w h e n 

d e t e r m i n i n g t h e t a x a b l e prof i t f r o m 

b u s i n e s s . C h a n g e s a r e to c o m e i n t o 

force f r o m 1 " Apri l 2 0 1 1 : 

Depreciation Allowance: 
D e p r e c i a t i o n a l l o w a n c e o n p l a n t 

a n d m a c h i n e r y will b e i n c r e a s e d 

f r o m 1 2 1 / 2 % t o 3 3 1 / 3 % . 

D e p r e c i a t i o n a l l o w a n c e o n n e w 

bui lding c o n s t r u c t e d for c o m m e r c i a l 

u s e will b e i n c r e a s e d f r o m 6 2 / 3 % 

t o 1 0 % . T h e a c c e l e r a t e d 

d e p r e c i a t i o n r a t e s w o u l d g r a n t 

t a x p a y e r s c a s h flow bene f i t s . T h e s e 

r a t e s a r e a p p l i c a b l e t o a s s e t s 

a c q u i r e d o r b u i l d i n g s c o n s t r u c t e d 

a f t e r l* 1 Apr i l 2 0 1 1 . 

Research-Expenditure: R e s e a r c h 

e x p e n d i t u r e i s a n a l l o w a b l e 

e x p e n s e in d e t e r m i n i n g t h e prof i t 

o r t h e i n c o m e . It i s p r o p o s e d t o 

a l l o w a d o u b l e d e d u c t i o n f o r 

e x p e n d i t u r e o n r e s e a r c h c o n d u c t e d 

w i t h i n S r i L a n k a t h r o u g h a n 

i n s t i t u t i o n e s t a b l i s h e d for r e s e a r c h 

p u r p o s e . 

Revision to Disallowable Expenses: 
T h e p r e s e n t r e s t r i c t i o n o f 5 0 % 

a d v e r t i s i n g e x p e n s e s w i l l b e 

r e d u c e d t o 2 5 % . A c c o r d i n g l y 7 5 % o f 

a d v e r t i s e m e n t e x p e n s e s will b e 

a l l o w e d t o be c l a i m e d . 

Foreign Travels and Training: T h e 
d e d u c t i o n o f e x p e n s e s o n f o r e i g n 
t r a v e l will be a l l o w e d if i n c u r r e d in 
t h e p r o d u c t i o n o f i n c o m e , s u b j e c t 
t o t h e r e s t r i c t i o n s p e c i f i e d u n d e r 
t h e l i m i t a t i o n o f s p e c i f i c 
d e d u c t i o n s . 

T h e p r e s e n t r e s t r i c t i o n o n f o r e i g n 

t r a i n i n g will b e r e m o v e d a n d t h e 

d e d u c t i o n will b e a l l o w e d s u b j e c t 

to t h e r e s t r i c t i o n s p e c i f i e d be low: 

• Limitation of Specific Deductions: T h e 
a g g r e g a t e of a l lowable e x p e n d i t u r e o n 
foreign trave l a n d foreign t r a i n i n g will 
be subjec t t o a m a x i m u m limit o f 2 % 
of t h e prev ious y e a r ' s s t a t u t o r y i n c o m e 
from t h e respec t ive t r a d e o r b u s i n e s s . 

• Management Fees: T h e p r e s e n t l imit 
o f "Rs 1 M n o r 1% o f t h e t u r n o v e r 
w h i c h e v e r is less", will be i n c r e a s e d 
to ° R s 2 Mn o r 1 % of t h e t u r n o v e r 
w h i c h e v e r i s l e s s * . T h e o t h e r 
c o n d i t i o n s will r e m a i n u n c h a n g e d . 

• Nation Building Tax (NBT) Cost: T h e 
p r e s e n t r e s t r i c t i o n in t h e d e d u c t i o n 
o f 2 / 3 o f t h e N B T p a y a b l e will be 
r e m o v e d . A c c o r d i n g l y , t h e full N B T 
p a y a b l e will b e d e d u c t i b l e . 

c . Qualifying payment for Tax Relief: 
T h e p r e s e n t s t r u c t u r e w i l l b e 

r e v i s e d a n d t h e d e d u c t i o n s will b e 

r e s t r i c t e d t o t h e folio w i n g s : 

• D o n a t i o n to t h e G o v e r n m e n t in 
m o n e y o r o t h e r w i s e r e m a i n e d to be 
d e d u c t i b l e in full, 

• I n v e s t m e n t in spec i f i c p r o j e c t s (if 
a l r e a d y c o n s i d e r e d u n d e r t a x ho l iday 
s c h e m e s ) , 

• D o n a t i o n s in m o n e y to a n a p p r o v e d 
c h a r i t y will be allowed for d e d u c t i o n s 
only if t h e c h a r i t y is e s t a b l i s h e d for 
the provis ion of in s t i tu t iona l c a r e s i c k 

a n d needy . 

ii. Value-Added Tax (VAT) Rate 

T h e p r e s e n t 2 0 % l u x u r y r a t e will b e 

r e d u c e d t o 1 2 % m a k i n g a s i n g l e VAT 

r a t e o f 1 2 % a p p l i c a b l e t o all s e c t o r s 

o t h e r t h a n t h e z e r o r a t e a p p l i c a b l e 

for s e l e c t e d i t e m s . 

Al l t h e s e p r o p o s a l s o n t a x 

a d m i n i s t r a t i o n will c r e a t e c a s h flow 

b e n e f i t s to t h e e n t r e p r e n e u r s . 

iii. Creation of an Investment 
Fund Account 

I t i s p r o p o s e d t o c r e a t e a n 

I n v e s t m e n t F u n d A c c o u n t b y t h e 

B a n k s a n d F i n a n c i a l s e r v i c e s , 

e s t a b l i s h e d a t t h e C e n t r a l B a n k o f 

S r i L a n k a , f o r t h r e e y e a r s 

c o m m e n c i n g f r o m 1 s t Apri l 2 0 1 1 o r 

f r o m t h e y e a r o f a s s e s s m e n t in 

w h i c h b u s i n e s s o p e r a t i o n 

c o m m e n c e d , w h i c h e v e r i s l a t e r t o 

i n v e s t a t t h e e n d o f e a c h y e a r o f 

a s s e s s m e n t . 

I n v e s t o r s , t h r o u g h l o n g - t e r m l o a n s 

a t l o w e r i n t e r e s t r a t e s , wil l o n l y 

u t i l i s e t h e i n v e s t m e n t in t h e f u n d . 

T h e i n t e r e s t e a r n e d b y t h e b a n k o r 

f i n a n c i a l i n s t i t u t i o n w i l l b e 

e x e m p t e d f r o m i n c o m e t a x . 

L o c a l i n v e s t o r s in t h e p l a n t a t i o n 

s e c t o r w h o w i s h t o u n d e r t a k e l a r g e -

s c a l e i n v e s t m e n t s s u c h a s 

r e p l a c e m e n t o f o l d p l a n t s t o c k s , 

f a c t o r y m o d e r n i s a t i o n , 

e s t a b l i s h m e n t o f i n f r a s t r u c t u r e for 

v a l u e - a d d e d p r o d u c t i o n w i t h S r i 

L a n k a b r a n d n a m e s w o u l d b e 

b e n e f i t e d b y t h i s p r o p o s a l b e 

e n a b l i n g t h e m t o g e t b a n k l o a n s a t 

l o w e r i n t e r e s t r a t e s . 

iv. Customs Duty 

T o i m p r o v e t h e a g r i c u l t u r e t h r o u g h 

n e w t e c h n o l o g y a n d p o s t - h a r v e s t 

s t o r a g e a n d t r a n s p o r t a t i o n 

s y s t e m s , c u s t o m s d u t i e s o n 

r e l e v a n t g o o d s w i l l b e r e m o v e d / 

r e d u c e d w h i l e p r o t e c t i n g t h e l o c a l 

i n d u s t r i e s ( T a b l e 1 ) . 

T h i s p r o p o s a l w i l l p r o v i d e 

o p p o r t u n i t i e s f o r l o c a l 

e n t r e p r e n e u r s t o g e t s o m e o f t h e 

a g r i c u l t u r e t o o l s r e q u i r e d for t h e 

p l a n t a t i o n a g r i c u l t u r e , f o r f ie ld 

a c t i v i t i e s a s wel l a s for h a n d l i n g o f 

t h e p r o d u c t , a t l o w e r c o s t s . 

v. Research and Development 

T h e fo l lowing p r o p o s a l s a r e m a d e 

t o e n c o u r a g e e n t e r p r i s e s 

t o u n d e r t a k e r e s e a r c h a n d 
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d e v e l o p m e n t a c t i v i t i e s , 

r e g i s t r a t i o n o f p a t e n t s , 

t r a d e m a r k s a n d d e s i g n s , 

a u t o m a t i o n o f t h e p r o d u c t i o n 

p r o c e s s e s t h r o u g h t e c h n o l o g y 

a n d t r a i n i n g o f t h e i r 

w o r k f o r c e . S u c h e n t e r p r i s e s 

a r e e n c o u r a g e d t o g e t 

a s s i s t a n c e f r o m u n i v e r s i t i e s , 

r e s e a r c h a n d t e c h n o l o g y 

i n s t i t u t i o n s a n d s k i l l 

d e v e l o p m e n t a g e n c i e s . 

S e l e c t e d A g r i c u l t u r a l T o o l s f o r D u t y R e d u c t i o n 

(a) T h e e x p e n d i t u r e , i n c l u d i n g 

c a p i t a l e x p e n d i t u r e i n c u r r e d 

b y a n y c o m p a n y o r a n y 

p e r s o n , o n a n y s c i e n t i f i c , 

i n d u s t r i a l , a g r i c u l t u r a l o r a n y 

o t h e r r e s e a r c h f o r t h e 

u p g r a d i n g o f a n y t r a d e o r 

b u s i n e s s w i l l b e a l l o w a b l e f o r 

d o u b l e d e d u c t i o n in t h e c a l c u l a t i o n 

o f t a x a b l e prof i t o f s u c h c o m p a n y 

o r p e r s o n , s o for a s s u c h r e s e a r c h 

is c o n d u c t e d w i t h i n S r i L a n k a 

t h r o u g h a n i n s t i t u t i o n e s t a b l i s h e d 

for r e s e a r c h p u r p o s e . 

( b ) P r o p o s e d t o e n c o u r a g e 

p a r t n e r s h i p b e t w e e n g o v e r n m e n t 

a n d p r i v a t e s e c t o r r e s e a r c h c e n t r e s 

a n d u n i v e r s i t i e s t o u n d e r t a k e joint: 

R & D i n i t i a t i v e s for h i g h p r o d u c t i v e 

e c o n o m i c a c t i v i t i e s a n d t o r e l a x 

a d m i n i s t r a t i v e p r o c e d u r e s 

o b s t r u c t i n g t h e t w o s e c t o r s t o w o r k 

t o g e t h e r . 

(c) P r o p o s e d t o a l l o c a t e R s . 1 , 0 0 0 

mil l ion t o s e t u p a n I n n o v a t i o n a n d 

T e c h n o l o g y D e v e l o p m e n t F u n d t o 

finance h i g h q u a l i t y r e s e a r c h a n d 

i n n o v a t i o n s . 

(d) P r o p o s e d t o r e m o v e c u s t o m s 

d u t y o n i n s t r u m e n t s a n d a p p a r a t u s 

for h e a l t h , e d u c a t i o n a n d s c i e n t i f i c 

r e s e a r c h ( i t e m s c o v e r e d u n d e r t h e 

C h a p t e r 9 0 o f t h e H a r m o n i s e d 

S y s t e m ) . 

(e) P r o p o s e d a m o n t h l y r e s e a r c h 

a l l o w a n c e e q u i v a l e n t t o 2 5 % o f t h e 

b a s i c s a l a r y t o u n i v e r s i t y a c a d e m i c 
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Item HS Code Customs Duty 
Prevailing Proposed 

Silos 7 3 0 9 . 0 0 . 0 1 1 5 % F r e e 
I n d u s t r i a l R a c k i n g S y s t e m s 7 3 0 8 . 9 0 . 1 0 3 0 % F r e e 
Indus tr ia l R a c k i n g S y s t e m s equipped 
with re levant op t iona l m e c h a n i c a l 

8 4 7 9 . 8 9 . 4 0 F r e e F r e e 

P las t i c c a g e s of a k ind, u s e d for the 
t r a n s p o r t of fruits 

3 9 2 3 . 1 0 . 3 0 3 0 % 1 5 % 

S p a d e s a n d Shove l s 8 2 0 1 . 1 0 1 5 % 5 % 
F o r k 8 2 0 1 . 2 0 1 5 % 5 % 
M a m m o t i e s 8 2 0 1 . 3 0 . 1 0 1 5 % 5 % 
O t h e r m a t t o c k s 8 2 0 1 . 3 0 . 9 0 1 5 % 5 % 
A x e s , bill h o o k s a n d s imi lar hewing 
tools 

8 2 0 1 . 4 0 1 5 % 5 % 

S e c a t e u r s a n d s imi lar o n e - h a n d e d 
p r u n e r s a n d s h e a r s (incl. poul try s h e a r s ) 

8 2 0 1 . 5 0 1 5 % 5 % 

Hedge s h e a r s , two h a n d e d prun ing s h e a r s 
a n d s imi lar two h a n d e d s h e a r s 

8 2 0 1 . 6 0 1 5 % 5 % 

S c y t h e s . . . T i m b e r w e d g e s a n d o t h e r h a n d 
too l s u s e d in A g r i c u l t u r e , H o r t i c u l t u r e 
a n d F o r e s t r y 

8 2 0 1 . 9 0 1 5 % 5 % 

s t a f f a n d s t a f f g r a d e o f f i c e r s o f 

r e s e a r c h i n s t i t u t i o n s , w h o 

u n d e r t a k e r e s e a r c h a n d p u b l i s h 

r e l a t e d f i n d i n g s in i n t e r n a t i o n a l l y 

a c c r e d i t e d p u b l i c a t i o n s . T h i s 

a l l o w a n c e will b e a v a i l e d for 2 y e a r s 

c o m m e n c i n g J a n u a r y 2 0 1 1 , d u r i n g 

w h i c h p e r i o d s u c h r e s e a r c h h a s t o 

b e c o m p l e t e d a n d t h e f i n d i n g s 

p u b l i s h e d . 

T h e s e p r o p o s a l s w o u l d e n c o u r a g e 

r e s e a r c h e r s in t h e p l a n t a t i o n c r o p 

s e c t o r r e s e a r c h i n s t i t u t e s a n d 

u n i v e r s i t y a c a d e m i c s t o u n d e r t a k e 

r e s e a r c h p r o g r a m s v i t a l f or t h e 

d e v e l o p m e n t o f t h e p l a n t a t i o n 

s e c t o r , in c o l l a b o r a t i o n w i t h t h e 

p r i v a t e s e c t o r o r g a n i s a t i o n s . 

C o n c l u s i o n s a n d S u g g e s t i o n s 

T h e r e a r e s e v e r a l p r o p o s a l s in t h e 

y e a r 2 0 1 1 b u d g e t t h a t will h a v e 

g r e a t e r o r m i n o r i m p a c t o n t h e 

d e v e l o p m e n t o f t h e p l a n t a t i o n 

s e c t o r in S r i L a n k a . 

T h e p r o p o s a l s t a r g e t e d a t 

i n c r e a s i n g t h e p r o d u c t i o n o f m a j o r 

p l a n t a t i o n c r o p s e c t o r s a r e t i m e l y 

i m p o r t a n t for d e v e l o p m e n t o f t h e 

e a c h c r o p s e c t o r . 

T h e p r o p o s a l s o n l a n d u s e in t h e 

p l a n t a t i o n s wi l l e n c o u r a g e t h e 

e f f ic ient l a n d u s e in t h e s e c t o r a n d 

a l s o t o u t i l i s e l a n d s f o r m o r e 

p r o d u c t i v e p u r p o s e s s u c h a s f ru i t 

c r o p c u l t i v a t i o n , f l o r i c u l t u r e a n d 

o t h e r h i g h - v a l u e d a g r i c u l t u r e , d a i r y 

c a t t l e m a n a g e m e n t , e n e r g y 

c u l t i v a t i o n a n d f o r e s t r y . 

E x p o r t c e s s o n c o m m o d i t y e x p o r t 

o f t e a a n d r u b b e r will d i s c o u r a g e 

c o m m o d i t y f o r m e x p o r t s a n d 

f a c i l i t a t e v a l u e - a d d e d e x p o r t s . 

P r o p o s a l s o n s u b s i d i e s f o r 

a d o p t i o n o f n e w t e c h n o l o g i e s in 

r u b b e r a n d c o c o n u t s e c t o r s will b e 

e n c o u r a g e d t h e a d o p t i o n o f r e l e v a n t 

t e c h n o l o g i e s . 

P r o p o s a l o n i n c o m e t a x r e v i s i o n wi l l 

r e d u c e t h e t a x b u r d e n o n t h e 

p r i v a t e c o m p a n i e s a n d i n d i v i d u a l s 

in t h e s e c t o r , e n c o u r a g e t h e e x p o r t 

c o m p a n i e s a n d a l s o , p r o m o t e t h e 

d o m e s t i c v a l u e a d d i t i o n a n d 

d e v e l o p m e n t o f S i r L a n k a n b r a n d s . 

T h i s p r o p o s a l e n c o u r a g e s t h e v a l u e 

a d d e d p r o d u c e r s in t e a a n d c o c o n u t 

s e c t o r s t o d e v e l o p S r i L a n k a n 

b r a n d s . 
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P r o p o s a l s on i n c r e a s i n g 
depreciation allowance improve the 
financial ability of the stakeholders 
to i n v e s t on m o d e r n i s a t i o n of 
factories, warehouses and related 
i n f r a s t r u c t u r e , a n d the doub le 
deduction a l lowance for r e s e a r c h 
expenditure will encourage private 
e n t e r p r i s e s to u n d e r t a k e j o i n t 
r e s e a r c h p r o g r a m s wi th t h e 
u n i v e r s i t i e s or t h e g o v e r n m e n t 
r e s e a r c h i n s t i t u t i o n s in t h e 
respective crop sectors . 

Revision on disallowable expenses 

s u c h a s a d v e r t i s i n g e x p e n s e s , 

foreign travel, foreign training will 

also give c a s h flow benefits to the 

taxpayers in deciding taxable profit 

of the business. 

Proposals on five-year t a x holidays 
will encourage the stakeholders to 
undertake large-scale investments 
in the r e s p e c t i v e s e c t o r s if t h e 
i n v e s t m e n t by t h e e x i s t i n g 
c o m p a n i e s on r e p l a c i n g c a p i t a l 
s tocks in terms of the crop and the 
factory machineries are considered 
a s the qualifying investments. That 
will pave the way to achieve the 
i n v e s t m e n t t a r g e t s of t h e 
plantation sector. 

Reduct ion of the import duty of 
s e l e c t e d a g r i c u l t u r a l too l s will 
benefit the p l a n t a t i o n s e c t o r by 
r e d u c i n g t h e c o s t o f e s s e n t i a l 
a g r i c u l t u r a l t o o l s u s e d in c r o p 
management . 

There are several budget proposals 
with beneficial inf luences for the 
d e v e l o p m e n t o f t h e p l a n t a t i o n 
sec tor . 

However , p r o p o s a l s for t h e 
plantation sector aimed a t only tea, 
rubber, and coconut sectors . It is 
p r o p o s e d to c o n s i d e r e x t e n d i n g 
re l evant p r o p o s a l s to the o t h e r 
c r o p s s e c t o r s s u c h a s c a s h e w , 
s u g a r c a n e a n d p a l m y r a h 
c o n s i d e r i n g t h e i r e c o n o m i c 
importance. 

Some other proposals tha t are in 

the budget could also be considered 

for e x t e n d i n g to t h e p l a n t a t i o n 

s e c t o r for t h e i r d e v e l o p m e n t . 

S e l e c t e d few p r o p o s a l s a r e 

indicated here for the considerat ion 

of the relevant authorit ies . 

• Tax exemption of 5 -year period 
on investment in planting material 
p r o d u c t i o n , c u l t i v a t i o n a n d 
primary processing of agricultural 
seeds or planting material 

It is w o r t h w h i l e e x t e n d i n g t h i s 
benefit to the p l a n t a t i o n s e c t o r 
also, a s the entire plantation crop 
s e c t o r t a r g e t a t p r o d u c t i o n 
expans ions trough the expans ion 
of cu l t iva t ion , which need large 
volume of planting material of the 
improved varieties. Product ion of 
p lant ing m a t e r i a l is a long- term 
a n d c o s t l y o p e r a t i o n in a l l 
plantation crop sectors . 

• F e r t i l i s e r s u b s i d y h a s b e e n 
e x t e n d e d to all p l a n t a t i o n c r o p 
s e c t o r s o ther than the s u g a r c a n e 
and cashew. Both these sectors are 
wi th h i g h p a r t i c i p a t i o n of 
s m a l l h o l d e r s wi th l o w - i n c o m e 
leve l s . E x t e n d i n g t h e f e r t i l i s e r 
subsidy scheme for these two crop 
s e c t o r s will improve t h e u s e of 
fertiliser and thereby improve the 
productivity of these crops . 

• A credit facility h a s been proposed 
to t h e d a i r y s e c t o r with t h e 
objective of improving national milk 
p r o d u c t i o n . It is w o r t h w h i l e 
c o n s i d e r i n g t h e e x t e n d of t h i s 
facility a s a special credit facilities 
to S L S P C (Sr i L a n k a S t a t e 
Plantation Corporation) and J E D B 
( J a n a t h a E s t a t e s D e v e l o p m e n t 
B o a r d ) p l a n t a t i o n s to e s t a b l i s h 
d iary product ion u n i t s by us ing 
u n u t i l i s e d l a n d s u n d e r t h e i r 
m a n a g e m e n t , a s the potential for 
dairy development is high in the 
locat ions of these plantat ions . 

• A five-year tax holiday is proposed 
to offer for a n y c o m p a n y , which 
carr i e s on a new undertaking, with 

a minimum investment of not less 

than US$ 5 0 0 0 ( b u t not more than 

US$ 10 Mn) or an a m o u n t equal to 

s u c h a m o u n t in r u p e e s in s u c h 

a c t i v i t i e s a s s p e c i f i e d by t h e 

Minister from time to t ime by order 

publ ished in the G a z e t t e having 

regard to the development of the 

national economy. 

New plant ing (and replant ing) of 

p lanta t ion c r o p s a l so need huge 

i n v e s t m e n t s a n d t h e p r o g r e s s of 

these investments were behind the 

target for m a n y y e a r s , mainly due 

to the high cos t of the investments 

and the loss of income during the 

first 3 - 6 years , which is the most 

crucia l period of the investment . 

H o w e v e r , w i t h t h e p r o m i s i n g 

r e s u l t s t h a t t h e p l a n t a t i o n c r o p 

s e c t o r h a s s h o w n in t h e r e c e n t 

past , investments within the sector 

d e s e r v e s h i g h p r i o r i t y in t h e 

n a t i o n a l e c o n o m y , to a c h i e v e 

economic viability a n d long term 

s u s t a i n a b i l i t y of t h e p l a n t a t i o n 

sec tor . 

T h e r e f o r e , it is w o r t h w h i l e to 
consider granting similar type of tax 
c o n c e s s i o n ( e i t h e r t a x h o l i d a y 
period or allowable deduct ion for 
s u c h investment in the calculation 
of taxable profit of s u c h company 
or ind iv idua l ) for t h e p r o p o s e d 
investments on new planting and 
replanting of p lantat ion crops , in 
o r d e r to a c h i e v e n a t i o n a l 
development targets . 
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