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The N a t i o n a l 2009 B u d g e t w a s 

tab led i n t he m i d s t of a g l o b a l 

f i n a n c i a l c r i s i s . T h i s w a s 

charac te r ised b y the co l lapse of s o m e 

o f t h e w o r l d ' s b i g g e s t f i n a n c i a l 

i n s t i t u t i o n s i n t h e U n i t e d Sa tes o f 

A m e r i c a ( U S A ) f o l l o w e d b y those i n 

o the r a d v a n c e d i n d u s t r i a l na t i ons such 

as the U n i t e d K i n g d o m ( U K ) , G e r m a n y 

a n d Japan. T h e i m p a c t o f the cr is is i n 

d u e c o u r s e r e v e r b e r a t e d a r o u n d the 

w o r l d , t h o u g h Sou th As ia has yet to face 

the f u l l b r u n t of i t . Sr i Lanka too is j u s t 

b e g i n n i n g t o feel t he t r e m o r s o f t h i s 

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

f i nanc ia l ma rke t s . Sri Lanka has a lesser 

degree o f d i rec t connec t i ons w i t h the 

g l o b a l f i n a n c i a l i n s t i t u t i o n s a n d the 

f i nanc ia l sys tem. O f course, the cr is is 

h a s a l r e a d y s e v e r e l y d a m a g e d t h e 

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

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

p o w e r s . A m o n g t h e m are the U S A a n d 

the U K , ma jo r e x p o r t m a r k e t s fo r Sri 

L a n k a , a n d is l i k e l v to lead to s teep 

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

these coun t r i es . I n these c i r cums tances , 

Sri Lanka l oo needs to brace i tse l f f o r 

the l i ke l y h a r d t imes ahead . 

T h e N a t i o n a l Budget 2009, desp i te these 

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

clear d e v e l o p m e n t a l o r i e n t a t i o n w i t h i n 

a h i g h l y v i s i o n a r y f r a m e w o r k . T w o 

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

w e r e I n f r a s t r u c t u r e a n d I n d u s t r i a l 

D e v e l o p m e n t . 

I n f r a s t r u c t u r e 

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

c o n c e p t u a l l y fa l l s u n d e r t w o heads -

E c o n o m i c a n d Soc ia l i n f r a s t r u c t u r e . 

Economic i n f r as t r uc tu ra l d e v e l o p m e n t s 

are o f a m o r e e n d u r i n g n a t u r e a n d 

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

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

changes a n d is m o r e e v o l v i n g . I n the 

d e v e l o p e d coun t r i es w h e r e e c o n o m i c 

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

a d v a n c e d , changes are m o r e f r e q u e n t 

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

to the f o r m e r . I n a d e v e l o p i n g c o u n t r y 

s u c h as S r i L a n k a , t h e s i t u a t i o n i s 

d i f f e r e n t . 

A b r i e f e x a m i n a t i o n o f t h e r e c e n t 

h i s t o r y o f g o v e r n m e n t e x p e n d i t u r e o n 

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

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

s p e n d i n g i n th is r e g a r d . 

E v e r s i n c e S r i L a n k a g a i n e d 

i ndependence f r o m the Br i t i sh a n d u n t i l 

a b o u t the late 1970s (o r fo r a p e r i o d of 

30 years ) , success ive r e g i m e s d i d n o t 

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

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

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

th is been d o n e , i t w o u l d have poss ib l y 

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

f o r w a r d O n the c o n t r a r y , e c o n o m i c 

a c t i v i t y w a s s ta l led b y the i n a d e q u a c y 

expe r i enced i n t e r m s o f i n f r a s t r u c t u r e 

to mee t the needs of t he c o u n t r y . I n 

o the r w o r d s , as such a c t i v i t y e x p a n d e d , 

there s h o u l d have been in p lace p r o p e r 

roads e n a b l i n g l i nks f r o m the cent re to 

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

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

w h o l e lot of o t h e r fac i l i t i es . But th is 

w a s no t to be. 

T a b l e 1 
I n v e s t m e n t s i n i n f r a s t r u c t u r e f r o m 1998 to 2007 
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Tab le 1 s h o w s that e v e n d u r i n g the last 

decade, n o se r ious a t t e m p t w a s m a d e 

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

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

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

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

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

i n f r a s t r u c t u r e . 

For a c o u n t r y c o n t i n u o u s l y a f fec ted b y 

t h e l a c k o f g o o d r o a d s a n d q u i c k 

c o n n e c t i v i t y to the m e t r o p o l i s f r o m the 

r e g i o n s , the re s h o u l d d e f i n i t e l y h a v e 

been a greater focus o n i n f r a s t r u c t u r e 

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

I t is re levan t to m e n t i o n that ever s ince 

1983 w h e n the f irst ep i sode of the e thn ic 

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

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

r a p i d l v to assume the p r o p o r t i o n s of a 

w a r b e t w e e n the state a n d the rebels i n 

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

d e v e l o p m e n t d i d not have the f i nanc ing 

r e q u i r e d for e x p a n s i o n a n d u p g r a d i n g . 

Before c o n c l u s i o n o f t h i s b a c k g r o u n d 

p i c t u r e o n 

i n f r a s t r u c t u r e 

r e l a t i n g t o t h e 

p e r i o d f r o m 

a b o u t 1940 t o 

t h e a d v e n t o f 

t h e p r e s e n t 

c e n t u r y , i t i s 

h o w e v e r 

r e l e v a n t t o 

h i g h l i g h t a 

m a j o r s e r v i c e -

r e l a t e d 

t r a n s f o r m a t i o n 

Prom 2003, data are based on estimates c o m p i l e d b y t h e D e p a r t m e n t ° f t n e h i g h e s t 
o f C e n s u s a n d S t a h s t i c s i m p o r t a n c e t o 
Inclusive of Tsunami related capital expendi ture 
Provincial t h t > c o u n t r y . 

Year Economic Services Social Services Tota l 

Rs. Bn. % of Rs. B n . % of Rs. Bn. % of 
C l ) P ( a ) C D P ( a ) G D P (a) 

I99S 44.7 4.4 15.5 1.5 60.2 5.9 
1999 44.9 4.1 17.5 1.6 62.4 5.6 
2000 54.7 4.4 16.5 1.3 71.1 5.7 
2001 54.9 3.9 14.6 1.0 69.5 4.9 
2002 51.7 3.4 13.7 1.0 67.4 4.3 
2003 5S.7 3.2 19.2 1.1 77.9 4.3 
2004 61.3 2.9 29.0 1.4 90 .3 4.3 
2005 77.5 3.2 60.4(b) 2.5 137.9 5.6 
2006 106.6 3.6 48.4 1.6 155.2 5.3 
2007© 

i 
141.2 3.9 55.0 1.5 196.2 5.5 

G D P - Gross Domest ic Product 

(a) 

(b) 

Source: Ministry of Finance mid Planning and Central Rank of Sri Lanka 
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b l i g h t e d the na t i ona l scene d u r i n g the 

f i na l decades o f the last m i l l e n n i u m , 

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

T e l e c o m m u n i c a t i o n R e v o l u t i o n . 

T h e C u r r e n t S ta tus 

I t is a m a t t e r o f s a t i s f a c t i o n f o r t he 

c o u n t r y t ha t as o p p o s e d t o t he pas t , 

t h e r e is n o w a g r o w i n g p e r c e p t i o n 

ref lected t h r o u g h successive b u d g e t s i n 

2006, 2007 a n d 2008 , o f t he n e e d t o 

invest m o r e f u n d s o n i n f r a s t r u c t u r e . 

F r o m 1998 to 2007, a n n u a l a l l o c a t i o n 

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

o v e r 5% o f t h e G D P . I t is d e b a t a b l e 

w h e t h e r such l i m i t e d i n v e s t m e n t c o u l d 

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

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

c h a l l e n g e s p o s e d b y a n e x p a n d i n g 

c o m m e r c i a l sector i n the c o u n t r y leave 

a l o n e i n i m p r o v i n g p h y s i c a l 

c o n n e c t i v i t y f r o m t h e r e g i o n s t o t he 

m a j o r c i t i e s . T o p u t i t a n o t h e r w a y , 

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

a b o u t l i ke i n respect o f a s ing le h i g h w a y 

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

w o r t h y o f m e n t i o n . T h i s i s h i g h l y 

u n l i k e l y . 

T e n - Y e a r D e v e l o p m e n t F r a m e w o r k o f 

t he G o v e r n m e n t 

Before w e e x a m i n e the Budge t 2009 a n d 

i ts i m p l i c a t i o n s o n i n f r a s t r u c t u r e , i t is 

necessary to t o u c h u p o n the Ten -Year 

D e v e l o p m e n t F r a m e w o r k o f t h e 

G o v e r n m e n t a n n o u n c e d in 2006. T h i s 

is a lso k n o w n as Mahinda Chinthanax/a 
( M C ) o r the v i s i o n fo r a n e w Sr i L a n k a . 

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

p a r t i c u l a r re levance to t h i s s t u d y : 

1. A c c e l e r a t i o n of e c o n o m i c g r o w t h 

t h r o u g h i nc reased i n v e s t m e n t i n 

i n f r a s t r u c t u r e . 

2. A m o r e e q u i t a b l e b a s i s o f 

e c o n o m i c d e v e l o p m e n t b y 

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

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

3. S t r e n g t h e n i n g p u b l i c s e c t o r 

d e l i v e r y , i n p a r t i c u l a r , i n h e a l t h 

a n d e d u c a t i o n . 

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

G o v e r n m e n t ' s r u r a l d e v e l o p m e n t 

p r o g r a m m e , k n o w n as 'Gama Nagumu' 
( V i l l a g e U p l i f t m e n t ) . A s t h i s t e r m 

s i g n i f i e s , t h e p l a n is t o t r a n s f o r m 

v i l l ages a n d t o w n s to be r u r a l cent res 

of g r o w t h t h r o u g h a ho l i s t i c a p p r o a c h 

to d e v e l o p m e n t . 

T h e B u d g e t i d e n t i f i e s t h e n e e d to 

accelerate the process o f d e v e l o p m e n t 

o n b o t h n a t i o n a l a n d r e g i o n a l basis. I n 

respect of h i g h w a y s , the B u d g e t states 

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

m o d e r n i s e t h e r o a d n e t w o r k i n a 

m a n n e r t h a t w o u l d c a t e r t o t h e 

d e m a n d s o f at l eas t a n o t h e r t w e n t y 

y e a r s . T h i s i s i n d e e d a n i m p o r t a n t 

s t a t e m e n t a n d a u g e r s w e l l f o r t h e 

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

r e a l i t y . 

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

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

p r o v i n c i a l r o a d s a n d b r i d g e s . E q u a l 

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

i m p r o v i n g t h e R a i l w a y s a n d 

H i g h w a y s . 

F u n d A l l o c a t i o n f o r I n f r a s t r u c t u r e 

I m p r o v e m e n t 

O n the bas is o f t he B u d g e t 2009, the 

G o v e r n m e n t has p r i o r i t i s e d the n e e d 

to i m p r o v e i n f r a s t r u c t u r e , w h i c h is a 

s i gn i f i can t change i n t h i n k i n g . 

A s o p p o s e d to the m e t h o d s a d o p t e d i n 

the past i n w h i c h a m a j o r d r a w b a c k w a s 

the cost concerns i n the o p e r a t i o n s o f 

the G o v e r n m e n t w h i c h p u t a d a m p e r 

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

B u d g e t i n t e n d s t o i n v e s t i n 

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

i n c r e a s e d s t a t e r e v e n u e . I n t h i s 

c o n n e c t i o n , i t is n o t e w o r t h y that cap i t a l 

e x p e n d i t u r e has been ra ised to Rs 360 

b i l l i o n . 

a) O f th is f i g u r e , n e a r l y Rs 30 b i l l i o n 

has been a l l oca ted to r e v i v e v i l l ages 

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

w o u l d also i m p r o v e ru ra l roads, lead 

t o e l e c t r i c i t y s c h e m e s , d r i n k i n g 

w a t e r schemes a n d sel f e m p l o y m e n t 

p ro jec ts . 

A sa l ient p o i n t i n th is r e g a r d is that 

t h e G o v e r n m e n t h a s , t h r o u g h 

b o r r o w i n g s , r a i s e d f u n d s f o r t he 

c rea t ion of assets. Such assets w o u l d , 

i n course o f t i m e , no t o n l y be w o r t h 

m u c h m o r e i n t e r m s o f va lue t han 

t h e f u n d s e x p e n d e d , b u t a l s o i n 

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

e c o n o m i c a l l y . 

b ) A B u d g e t a r y i n n o v a t i o n , i n a d d i t i o n 

to the a b o v e tha t w o u l d auge r w e l l 

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

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

resources f o r r u r a l u p l i f t m e n t , f o r 

e x a m p l e b y : ( a ) t h e s u p p l y o f 

d r i n k i n g w a t e r , (b ) e l e c t r i c i t y f o r 

m i n o r i r r i g a t i o n pro jec ts . 

T h e e s t a b l i s h m e n t o f a P res iden t ia l 

T a s k Fo rce p r i m a r i l y d r a w n f r o m 

M i n i s t r i e s s u c h as P r o v i n c i a l a n d 

N a t i o n B u i l d i n g ; a l so the F i n a n c e 

C o m m i s s i o n , i s a n o t h e r u s e f u l 

d e v e l o p m e n t s ince the C o m m i s s i o n 

is a c o m p o s i t e b o d y o f r e l e v a n c e . 

H o p e f u l l y , i t w i l l concen t ra te o n the 

tasks ass igned to ach ieve the des i r ed 

goa ls . 

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

m a d e b y c r i t i c s o f G o v e r n m e n t 

a d m i n i s t r a t i o n w h i c h is sa id to af fect 

e c o n o m i c g r o w t h i s t h e l a c k o f c o ­

o r d i n a t i o n i n respect o f pro jects as w e l l 

as d e f i c i e n c i e s i n m o n i t o r i n g t h e m . 

These o f t e n de fea t t he v e r y ob jec t ives 

o f e s t a b l i s h i n g s u c h pro jects d e s i g n e d 

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

l a g g i n g r eg i ons . 

"Random a n d Maga Naguuia" 
P r o g r a m m e s 

T h e B u d g e t i n r e f e r r i n g to the a b o v e 

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

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

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

Sources a n d w i l l i m p r o v e s r o a d s i n 

v i l l a g e s . 

B o t h the W o r l d B a n k a n d the A s i a n 

D e v e l o p m e n t Bank w i l l p l ay a ro le i n 

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

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

I n the past t oo , assistance w a s r e n d e r e d 

i n th is f i e ld b y these t w o I n s t i t u t i o n s . 

I n 2005 fo r ins tance, they ex tended the i r 

s u p p o r t to enab le the rea l i sa t ion o f the 

R o a d Sec to r D e v e l o p m e n t P l a n , f i r s t 

i n i t i a t e d t h a t y e a r . T h e p l a n h a s 

recen t l y been sub ject to an i m p r o v e d 

f o r m o f i m p l e m e n t a t i o n . A r o a d 

d e v e l o p m e n t f u n d too has b e g u n w h i c h 

i ndeed f u l f i l s a m u c h fel t need. 
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The Government has also been able to 
ut i l i se funds for infrastructure 
development through countries such as 
Japan and China in addition to the 
institutions mentioned earlier. This, we 
feel is a hol is t ic approach to the 
upgrading of infrastructure. 

Apart from the rural infrastructure 
program, the "Randora" also provides 
for implementation of projects at a 
na t ional level such as (a) the 
deve lopmen t of the southern 
expres sway , (b) Colombo-Kandy 
expressway, and (c) the Colombo outer 
circular road. 

Generation of Hydro-power 

The Budget of 2009 has inter-alia 
afforded a significant place for the 
generation of hydro-driven electricity. 
It states that around 600 small-scale 
hydropower projects have been 
identified which are capable of adding 
about 300 mw of power to the national 
grid. 

Apart from the two large-scale power 
plants that are in the process of being 
built - the 150 mw Upper Kotmale 
hydro-power project and the 300 mw 
Norachalai coal-fired power plant, 
there are other s imilar projects , 
especially medium scale, also likely to 
be a reality. The key to the electricity 
supply meeting the growing demands, 
espec ia l ly , of the industrial and 
commercial sectors at reasonable prices 
is dependent on the expedi t ious 
implementation of these projects. 

Social Infrastructure - Education 

Sri Lanka is a developing economy, 
cons tan t ly subject to economic 
pressures on the domestic front and 
external ly . Its efforts to improve 
infrastructure despi te these 
impediments is commendable. 

In terms of literacy, the rate achieved 
by the country is as high as 92%. 
Similarly in respect of admission of 
s tudents for pr imary educa t ion , 
admission levels to schools and in the 
area of gender parity Sri Lanka 
compares favourably with some of the 
more developed countries. 

In respect of educat ion , the 
Governmen t , despi te the obvious 
financial constraints, continues with its 
policies of re-orienting education so 
that it could meet the needs of an 
emerging economy. An indication of 
this is the Budgetary allocation of Rs 
100 billion, a sizeable proportion of the 
overall capital expenditure towards 
education. Such expenditure aimed at 
improving infrastructure of schools, 
and also for the purpose of taking 
education to new heights of growth 
specially information technology and 
computer education in the rural areas. 
The intentions outlined in the Budget 
are laudable. 

Hopeful ly as a result , the social 
structure of the country will be altered 
to satisfy the needs of an integrated and 
g loba l i sed communi ty which is 
required in contemporary times. But it 
behoves on us to examine matters more 
closely in this connection. 

Reaping the true benefi ts of such 
massive capital utilisation requires 
adequa te planning, resourceful 
teaching staff on information 
technology to deliver programmes in 
order to make information technology 
(IT) education genuinely effective in the 
districts and the regions. Also relevant 
in this connection is to ask whether the 
current curriculum will help? 

University education 

For 2009 , a Budgetary a l loca t ion 
exceeding a sum of Rs 21 billion has 
been made towards Minis t ry of 
Education. A vital factor is whether the 
university system within the country 
has addressed the required level of 
transformation during the last twenty 
years to ensure that graduates are more 
contemporary and attuned to the times. 
We however feel constrained to express 
the view that apart from physical 
expans ion and improvements in 
respect of academic facilities on which 
a substantial part of the huge sum will 
be utilised, our priorities in this regard 
have not undergone the necessary level 
of change. This would imply that we 
yet do not put out the type of graduate 
who would fit into today ' s 
env i ronment of an increas ingly 
competi t ive and knowledge- based 
world. 

The university system needs to be 
completely revamped, and the final 
human output should be able to enter 
positions largely in the business sector 
as a matter of course without further 
initial refinements or adjustments. 

In these circumstances channelling the 
f inancial a l locat ions made in the 
Budget of 2009 to at least begin the re­
organisation of university education in 
the count ry should be the pr ime 
concern to the Government. In this 
regard, another fundamental input 
would be to create a cul ture of 
university-industry relationship, an 
evolving and sustained factor and not 
by fits and starts. 

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

The Budget 2009 has jus t i f iably 
a l loca ted Rs 4600 mil l ion for the 
improvement of vocational, technical 
and professional education. An on­
going study of the actual needs of the 
nation's industry in sectors like civil 
engineering, building construction and 
others of rising significance like the 
food industry (which has been 
internationally identified as one of Sri 
Lanka's most promising in terms of 
employment and export generation) is 
the need of the hour. 

The following are some 
recommendations to make Budgetary 
allocation worthy of the investment: 

1. O n e of the major tasks of the 
Vocational Training Authority as 
well as the Ministry of Vocational 
Educat ion should be the 
establishment of a regular dialogue 
with all relevant institutions in the 
pr iva te enterpr ise sys tem in 
particular. 

2. This, out of necessity, should include 
the network of Chambers of 
Commerce throughout the country 
which now exceeds 70. 

3. Once the dialogue referred to is 
established, a scheme to regularly 
identify the needs of each such sector 
in respect of vocational training 
could be obtained. It is of course 
equal ly important to maintain 
records of such needs. Vocational 
training should be on the basis of 
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these needs so as to be g e n u i n e l y 

bene f i c ia l to the c o u n t r y . 

4. I t is a lso use fu l to a l locate a par t o f 

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

t r a i n i n g o f a p p r o p r i a t e pe rsonne l at 

d i f f e ren t leve ls . T h i s w o u l d enab le 

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

t r a i n i n g schemes o p e r a t e i n o t h e r 

c o u n t r i e s . Fo r e x a m p l e , G e r m a n y 

has fo r o v e r a c e n t u r y m a i n t a i n e d a 

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

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

v o c a t i o n a l t r a i n i n g at a s e c o n d a r y 

l e v e l . O f c o u r s e t h e s y s t e m i s 

c o n t i n u o u s l y r e -adap ted to meet the 

d e m a n d s o f i n d u s t r y o f a n y g i v e n 

p e r i o d . 

5. T h e f i n a l o u t p u t o f such a s y s t e m o f 

e d u c a t i o n t h a t mee ts t he needs o f 

G e r m a n y e n a b l e s t h a t c o u n t r y t o 

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

h u m a n resources. G e r m a n y w h i c h 

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

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

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

v o c a t i o n a l m a n p o w e r . A s o p p o s e d 

t o t h i s , S r i L a n k a h a s a c o n s t a n t 

p r o b l e m o f i n a d e q u a c y o f 

v o c a t i o n a l l y t r a i ned staf f fo r spec i f i c 

i n d u s t r i e s . 

6. Sr i L a n k a has so fa r has been u n a b l e 

to ba lance the d e m a n d s o f i n d u s t r y 

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

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

s y s t e m s i m i l a r to the d u a l e d u c a t i o n 

p reva len t i n G e r m a n y . 

H e a l t h Sector 

A s u m o f Rs 4,000 m i l l i o n has b e e n 

a l l o c a t e d to t h e h e a l t h sec to r . T h i s 

a l l o c a t i o n is to be u s e d , p r i m a r i l y , t o 

i m p r o v e the staf f s t r e n g t h o f doc to r s , 

nurses a n d t o p r o v i d e be t te r m e d i c a l 

fac i l i t ies a n d also t o w a r d s serv ices tha t 

are o n o f fe r f ree o f charge . 

I n d u s t r i a l Sector 

T h i s pa r t w i l l dea l w i t h the i m p a c t o f 

t h e b u d g e t o n i n d u s t r y . I n t h i s 

c o n n e c t i o n , i t w o u l d be o f re levance to 

e x a m i n e b o t h m i c r o a n d m a c r o fac tors 

re la t i ng to i n d u s t r y , a n d the b u d g e t a r y 

i m p l i c a t i o n s o n such factors. 

D e s p i t e d e b i l i t a t i n g c o n d i t i o n s , a 

feature of the e c o n o m y in t he year 2008 

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

T h o u g h no t sensa t iona l , a l l i n d i c a t o r s 
o f g r o w t h re f l ec t t ha t t he i n d u s t r i a l 
sector c o u l d p rogress at a speed ie r pace 
p r o v i d e d e n e r g y i n p u t s a r e m o r e 
r e a s o n a b l y p r i c e d a n d g r o u n d 
c o n d i t i o n s a r e s u p p o r t i v e o f s u c h 
g r o w t h . A t the ou tse t , i t is p e r t i n e n t to 
m e n t i o n t h a t t h e p r e s e n t 
a d m i n i s t r a t i o n has m a d e a n e n d e a v o u r 
t o g i v e i n c e n t i v e s t o t h e i n d u s t r i a l 
sectors that h o l d p r o m i s e . 

P roposa l s f o r i n d u s t r i a l d e v e l o p m e n t 

T h e f o l l o w i n g a r e s o m e o f t h e 

i m p o r t a n t measures fo r the i n d u s t r i a l 

sector : 

( i ) T h e t h r e s h o l d fo r V a l u e - A d d e d Tax 

( V A T ) reg is t ra t i on w h i c h w a s inc reased 

to Rs 650,000 per taxable p e r i o d o r Rs 

2.5 m i l l i o n pe r a n n u m f r o m the c u r r e n t 

Rs 500,000 pe r taxab le p e r i o d o r Rs 1.8 

m i l l i o n p e r a n n u m h a v e o b v i o u s l y 

been des igned to assist m i c r o a n d s m a l l 

i n d u s t r i e s . T h i s s h o u l d a u g u r w e l l 

espec ia l ly i n respect o f smal l -sca le r u r a l 

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

o p e r a t i o n s . 

( i i ) T h e r e d u c t i o n o f the V A T rate f r o m 

15% to 12% is ye t ano the r d e v e l o p m e n t 

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

e x p a n s i o n i n the smal l -sca le i n d u s t r i a l 

sector. I t s h o u l d a lso g i v e m u c h needed 

re l i e f to sectors s u c h as c o n s t r u c t i o n , 

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

s e g m e n t . 

( i i i ) V A T e x e m p t i o n s o n l o c a l l y -

m a n u f a c t u r e d tea m a c h i n e r y a n d 

su rg i ca l gauze are use fu l i n e x p a n d i n g 

smal l -sca le i n d u s t r y a n d w i l l a lso be a 

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

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

m a n u f a c t u r e o f su rg i ca l g a u z e , a f isca l 

i n cen t i ve o f th is na tu re w a s a necessi ty 

to r e v i v e an i n d u s t r y tha t h a d f a l l en o n 

b a d t imes d u e p a r t i c u l a r l y to the r ise 

i n the cost of m a n u f a c t u r e . 

( i v ) T h e e x e m p t i o n f r o m V A T o f t he 

c o n s t r u c t i o n w o r k o f b o t h "Gamn 

Nagumn " a n d "Mnga Naguma" a n d 
c o m m u n i t y i r r i g a t i o n p ro j ec t s w h i c h 

i n v o l v e i n d i v i d u a l i n p u t s w i l l a l s o 

s tand to ga in f r o m the e x e m p t i o n s . Such 

w o r k ear l ie r w a s subject to V A T a n d 

the e x e m p t i o n s are also s u p p o r t i v e o f 

t h e G o v e r n m e n t ' s p o l i c i e s a i m e d at 

u p l i f t i n g r u ra l areas. 

S p e c i f i c sec to ra l i n c e n t i v e s 

Spec ia l c o m m o d i t y l e v y o n m i l k a n d 

s u g a r : T h e B u d g e t p r o p o s a l s h a v e 

r i g h t l y recogn ised the need to i m p r o v e 

the m i l k i n d u s t r y w h i c h c o n t i n u e s to 

l a n g u i s h d u e to the lack of a conce r ted 

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

m i l k . T h e b u d g e t notes that o n l y 2 5 % 

of the l i q u i d m i l k is p u r c h a s e d loca l l y . 

T h e G o v e r n m e n t o n the o t h e r h a n d 

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

t o t a l l y se l f - re l i an t i n respect of l i q u i d 

m i l k . 

I t is w i t h that i n t e n t i o n tha t a spec ia l 

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

i m p o r t e d m i l k p o w d e r f r o m Rs 5 to Rs 

15 p e r k g so as t o e n c o u r a g e d a i r y 

f a rmers . I t is a lso i n t e n d e d to set as ide 

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

i m p o r t i n g c o w s a n d p r o m o t i n g 

b r e e d i n g cent res . 

W h i l s t t he b u d g e t a r y i n c e n t i v e s a re 

t i m e l y , i t is o u r v i e w tha t i n t he l o n g 

t e r m , t h e r e n e e d s t o b e a m o r e 

c o m p r e h e n s i v e a n d w i d e r a n g i n g 

p r o g r a m m e t o i m p r o v e a n d e x p a n d 

m i l k p r o d u c t i o n . 

I n t h i s r e g a r d an e x a m i n a t i o n of t he 

f r e s h m i l k i n d u s t r y i n w h i c h I n d i a 

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

w o r t h w h i l e . T h e " W h i t e R e v o l u t i o n " 

w h i c h e n a b l e d I n d i a t o a c h i e v e se l f 

s u f f i c i e n c y i n m i l k w a y b a c k i n t h e 

1980s w a s the resu l t o f a w e l l - c o n c e i v e d 

co -ope ra t i ve s y s t e m o f m i l k p r o d u c t i o n 

i n t r o d u c e d c o u n t r y - w i d e i n w h i c h 

m i l l i o n s o f f a r m s w e r e i n v o l v e d . T h i s 

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

" A m u l " w a s based o n a c o - o p e r a t i v e 

o w n e r s h i p o f a l l aspects o f the i n d u s t r y 

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

b y p r i m a r y p r o d u c e r s . I t is o w n e d b y 

13 m i l l i o n f a rme rs w h o , i n a d d i t i o n to 

p r o d u c t i o n o f f r e s h m i l k t o m e e t the 

d e m a n d s o f the en t i re n a t i o n , have also 

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

i nc ludes b u t t e r , y o g h u r t , c u r d , etc. 

T h e b u d g e t w i t h t h e i n t e n t i o n o f 

e n c o u r a g i n g the loca l s u g a r i n d u s t r y 

w h i c h n o w is i n d o l d r u m s has i m p o s e d 

a special c o m m o d i t y l evy o n i m p o r t e d 

sugar f r o m the e x i s t i n g Rs 14 to Rs 16 

per kg . T h e ob jec t i ve is to e n c o u r a g e 

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

m a n u f a c t u r e . 
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H o w e v e r , t he m a n u f a c t u r e o f s u g a r 

en ta i l s large-scale i n v e s t m e n t tha t a lso 

needs l a n d a n d o the r g r o u n d fac i l i t ies 

t o g e t h e r w i t h a r e g u l a r s u p p l y o f 

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

c o m m o d i t y l e v y m a y be h e l p f u l to the 

e x i s t i n g m a n u f a c t u r e r s , t o b o o s t 

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

w o u l d r e q u i r e g rea te r assistance. 

C e s s o n l e a t h e r p r o d u c t s : T h e 

G o v e r n m e n t has also a f f o r d e d r i g h t f u l 

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

m a n u f a c t u r i n g s e c t o r . T h i s i s y e t 

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

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

i n d u s t r y o f Sri L a n k a has been accepted 

i n t e r n a t i o n a l l y . F o r e x a m p l e , t h e 

E u r o p e a n U n i o n is s u p p o r t i v e o f Sr i 

L a n k a to e x p a n d the m a r k e t fo r leather 

p r o d u c t s . 

T h e i n t r o d u c t i o n o f a cess of Rs 200 pe r 

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

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

m a n u f a c t u r e a n d e n a b l e i t to g a i n a 

bet ter f o o t h o l d i n the d o m e s t i c m a r k e t . 

Cess o n v e g e t a b l e s a n d f r u i t s : T h e 

increase in cess o n the i m p o r t a t i o n o f 

f r u i t s a n d vegetab les s h o u l d also be a 

source of e n c o u r a g e m e n t to t he f r u i t 

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

l a rge l y c o m p r i s i n g of s m a l l h o l d i n g s 

i n the r u r a l a reas. T h i s is o f c o u r s e 

sub jec t to s u c h g r o w e r s b e i n g m a d e 

a w a r e o f t h e m e a s u r e s t a k e n i n t h e 

Budge t 2009 to increase the cess, so that 

they w i l l r e - d o u b l e the i r e f f o r t s so as 

to meet any r ise i n d e m a n d loca l l y . 

F r o m the p o i n t of v i e w o f local m a r k e t , 

f r u i t a n d v e g e t a b l e i m p o r t s ca te r to 

o n l y a l i m i t e d h i g h e n d of t he m a r k e t . 

The i m p o s i t i o n of an increased cess w i l l 

i n e v i t a b l y d r i v e p r i c e s u p w a r d , 

e n c o u r a g i n g the p u r c h a s e of l o c a l l y -

g r o w n of these t w o i tems. 

Cess o n o t h e r p r o d u c t s : 

a) A 5 % cess o n P o l y t h e n e a n d 

Plast ics. 

b ) Cess o n i m p o r t e d A y u r v e d i c 

m e d i c i n e . 

c) Cess o n i m p o r t e d r e a d y - m a d e 

g a r m e n t s . 

d ) 5 0 % inc rease o f cess o n f r i d g e s , 

fans a n d m i c r o w a v e s . 

e) 5 0 % cess o n b i s c u i t a n d s w e e t s 

ma n u fact u re. 

f) Cess o n Rubbe r Latex i m p o r t s (Rs 

25 pe r k g a n d Rs 4 pe r k g . 

g) Cess o n i m p o r t e d ma ize . 

W h i l s t these i m p o s i t i o n s or increase of 

cess c o u l d b e t a k e n a d v a n t a g e o f 

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

e x p a n s i o n , a n awareness o f t he benef i t s 

a c c r u i n g to t he respec t i ve p r o d u c t or 

in terests too is a n i m p o r t a n t measure 

i f they are to g a i n t he des i r ed effect. 

T o i l l u s t r a t e t h i s p o i n t f u r t h e r , i n 

i ndus t r i a l p r o d u c t s such as re f r igera tors 

a n d fans, the cess o n pe rsona l i m p o r t s 

c o u l d be c o n s i d e r e d h i g h l y u s e f u l i n 

e x p a n d i n g t h e i r l o c a l m a r k e t base , 

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

c a p a c i t y a n d e x p a n d i n g e m p l o y m e n t 

o p p o r t u n i t i e s . 

W e feel c o n s t r a i n e d to s tate tha t t he 

N a t i o n B u i l d i n g T a x ( N B T ) o f l % a t th is 

c r i t i ca l t i m e w h e n the e c o n o m y is b e i n g 

c o n f r o n t e d w i t h d i f f i c u l t c o n d i t i o n s is 

u n f o r t u n a t e . T h i s w o u l d also take the 

g loss a w a y f r o m a b u d g e t that seems 

to o f fe r g e n u i n e h o p e to the i n d u s t r i a l 

sector . 

T h e N B T w i l l a p p l y to: 

a) I m p o r t e r s 

b) M a n u f a c t u r e r s 

c) P r o v i d e r s of Serv ices 

W e a g r e e t h a t a N B T f o r a n a t i o n 

r a v a g e d b y a 25-year w a r , m a y enable 

these sec to rs t o m a k e a c o n t r i b u t i o n 

t o w a r d s the m a j o r task of r e - b u i l d i n g 

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

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

L a n k a has a l r e a d y fe l t t h e e f fec ts of 

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

m a n u f a c t u r i n g a n d se rv ice sec tors i n 

p a r t i c u l a r w i l l , i n the cou rse o f 2009, 

be h a r d pressed to p e r f o r m adequa te l y 

to keep themse lves a f loa t . I n the face 

o f such p ressu re , t he i m p o s i t i o n of a 

fu r the r tax is l iab le to affect these sectors 

f u r t h e r . 

A K n o w l e d g e E c o n o m y 

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

v i s i o n is t h e p h i l o s o p h y o f t h e 

G o v e r n m e n t as o u t l i n e d i n the Budget 

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

k n o w l e d g e e c o n o m y . 

It is p e r t i n e n t t o o b s e r v e i n t h i s 

c o n n e c t i o n t ha t Sr i Lanka needs , n o t 

o n l y to real ise, b u t a lso apprec ia te the 

p o t e n t i a l t h e c o u n t r y has as a n 

i n t e r n a t i o n a l h u b fo r serv ices. 

T h e b u d g e t a f f o rds tax concessions to 

p ro fess iona ls l i ke l a w y e r s , accountan ts , 

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

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

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

i n f l o w o f v a l u a b l e f o r e i g n e x c h a n g e 

e a r n i n g s . T h i s is a h i g h l y l a u d a b l e 

i n i t i a t i v e s ince the g l o b a l d e m a n d fo r 

p r o f e s s i o n a l s e r v i c e s is r a p i d l y 

i nc reas ing . I f t he c u r r e n t t r ends are an 

i n d i c a t i o n , w e s h o u l d , l i ke m a n y A s i a n 

n a t i o n s , take a d v a n t a g e o f these t rends . 

I t is r e l evan t t o c i te the great advances 

m a d e b y c o u n t r i e s s u c h as I n d i a a n d 

S i n g a p o r e i n t h i s r e g a r d . I n d i a h a s 

t o d a y e m e r g e d as a key o u t s o u r c i n g 

h u b fo r IT w h e r e i t cap i ta l i ses o n the 

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

I n f o r m a t i o n T e c h n o l o g y . S i n g a p o r e , 

o n the o the r h a n d , is a centre of m e d i c a l 

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

d e m a n d . I t is the p ro fess iona ls i n these 

c o u n t r i e s that d r i v e the i r services i n t he 

areas m e n t i o n e d . W e c o u l d f r u i t f u l l y 

e m u l a t e these t w o coun t r i es . 

H o p e f u l l y , w e w i l l a lso p o p u l a r i s e th is 

s c h e m e to a f f o r d tax c o n c e s s i o n s to 

p r o f e s s i o n a l s w h o a r e a b l e to e a r n 

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

o u t s o u r c i n g of the i r serv ices. 

C o n c l u s i o n 

W e w i s h to c o n c l u d e t h i s p a r t i c u l a r 

s t u d y of the i m p a c t o n the Budge t 2009 

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

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

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

p h y s i c a l a n d socia l - a n d the t h i n k i n g 

b e h i n d a l l oca t i ons are p r a i s e w o r t h y , i t 

is the f o l l o w - u p a c t i o n and the prac t ica l 

aspects w h i c h w i l l ensu re m e a n i n g f u l 

resu l t s . T h e tax e x e m p t i o n s f o r l oca l 

p r o d u c t i o n s and the i m p o s i t i o n of cess / 

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

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

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

H o w e v e r , the i m p o s i t i o n o f the N a t i o n 

B u i l d i n g Tax o f 1 % at th is c r i t i ca l t i m e 

w h e n the e c o n o m y is b e i n g c o n f r o n t e d 

w i t h d i f f i c u l t c o n d i t i o n s is u n f o r t u n a t e . 

T h i s w o u l d a lso take the g loss a w a y 

f r o m a b u d g e t t h a t s e e m s t o o f f e r 

g e n u i n e h o p e to the i n d u s t r i a l sector . 
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