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Hon. Kingsley Wickremaratne 

The world faces the challenges 
posed by the process of glo 
balization while simultaneously 

exploiting to the fullest extent the op­
portunities presented by this phe­
nomenon. Most of the economies 
have embarked with varying degrees 
oi success upon programmes to raise 
their economics from low cost, low 
value agr icul ture and industry to 
modern ones. 

The popular prescription ofthe IMF 
and World Bank for the economic 
ills of developing countries is sound 
macro economic policies, economic 
liberalization and political stability. 
This macro economic prescription 
is necessary hut that alone is not suf­
ficient. Most of the developing coun­
t r ies in Asia , Africa and Latin 
America have been following these 
policies with limited success. What 
is needed is radical change at the 
micro economic level itself. If com­
pany managers and government bu­
reaucrats remain imprisoned by old-
fashioned thinking - such as over re­
liance on cheap labour and abundant 
natural resources and ignore the de­
mands o f a sophisticated world mar­
ket place, firms cannot escape from 
being suppliers of inexpensive com­
modities. Countries will remain poor. 
This pattern has repeated in many 
countries around the world, because 
firms compete on price instead of 
quality and innovation. When you 
pay y o u r labour low wages, living 
standards too will remain low. We in 
South Asia must ask ourselves how 
we have been able to keep ourselves 
poor, despite our abundant natural 
resources, cheap labour and fertile 

soil. Though we have offered an attrac­
tive package of incentives to attract for­
eign investors and our sound manage­
ment of macro economic policies has 
been recognised we have not been able 
to achieve the desired goals. These ad­
vantages, such as cheap labour, natural 
resources and incentives for investors 
which can be imitated anywhere in the 
world, have not supplied sufficient fuel 
to the engine of growth. We must, there­
fore, try to assertain what it takes to cre­
ate and sustain wealth for our nations. 

Michael Porter, Professor of Business 
Adminis t ra t ion , Harvard Business 
School in his book "I he Comparative 
Advantage ol Nations" (1990) focused 
on the importance of micro economic 
foundations of development, rooted in 
die nature of l inn strategies and in tin-
institutions, resources and policies that 
constitute the environment in which 

firms operate are equally important 
if not more than the macro economic 
side of development. 

Mr Michael Faribanks and Mr Stace 
Lindsay, based on their experience and 
results achieved by working in manv 
projects in developing countries, in 
their book "Plowing the Sea" have 
provided us with a new approach to 
the development strategics of devel 
oping countries I hey have urged gov­
ernments and business leaders to 
adopt a new economic paradigm, in 
which wealth creation and distribu­
tion no longer depends on existing 
comparative advantages, but on inno­
vative thinking and competitiveness 
advantages. Failure to understand the 
distinction between comparative ad­
vantage and compctititvc advantage is 
one ol the root causes oi the prob 
lem ol economic deve lopmen t 
f irms must understand their own 
strengths and weaknesses and those 
ol their own firms and competitors, 
study the needs ol the market place; 
then contemplate how to provide 
extra value and earn a return on it.Wc 
have to start thinking afresh on these 
issues. 

It requires firms that know how to 
capture greater value in the market 
place not only In being more elli 
cient in what tin v do and improving 
quality but also by choosing where 
to compete as well as by adding ser 

i vice dimensions and innovating new 
product characteristics. In tins regard, 
micro economic competitiveness is 
equally important or perhaps i s ol 
greater significance than appropriate 
macro economic variables. It is ac 
cepted fundamental that the appro­
priate macro economic variables such 
as budget deficit, foreign exchange 
policv, general conducive environ 
mcnt and lundamental lor the pi i 
vatc sector business and industry to 
operate competitively in the global 
market place. However, empirical evi­
dence suggests that macro economic 
policy alone is not sufficient. For 
instance, macro policies encouraging 
high rates of capital, investment will 
not translate into rising productivity; 
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unless the forms of investment are 
appropriate, the skills and support­
ing industries are present to make the 
investments efficient and strong com­
petitive pressures and corporate gov­
ernance provide adequate market dis­
cipline. 

High rates of public investment in 
human capital will not pay off un­
less a nation's micro economic cir­
cumstances create the demand for 
skills in companies. Removing dis­
tortions in exchange rates and other 
fundamentals must be in place if pro­
ductivity is to increase. Competitive­
ness can be defined as sustained 
growth in productivity resulting in 
rapid growth in income and purchas­
ing power for the average citizen. Low 
cost, low labour expenditure indus­
tries will not enhance the general 
income level of a country.The busi­
ness leaders and captains of industry 
should look forward to the future 
with high value product and services 
to be marketed in the highly com­
petitive market at high prices.That is 
the competitiveness. Competitive­
ness is best understood at the firm 
and industry level. 

A recent study on competitiveness of 
the Sri Lankan economy has defined 
competitiveness not as abundant natu­
ral resources, cheap labour or better 
incentives but rather as sustainable 
growth in productivity and has com­
mended the government of Sri Lanka 
for stressing this aspect in recent 
years. The report further states that 
competitiveness is not merely greater 
efficiency based on working harder 
or even working smarter. It is not 
merely doing things better but doing 
better things. It requires firms to ac­
quire know how to capture greater 
value in the marketplace not just by 
being more efficient at what they do 
and improving quality but by choos­
ing where to compete, and by adding 
service dimensions and innovating 
with new product characteristics. 

In the highly competititve market 
place, if companies are to compete 
and survive, it is imperative they 

should not only be aware of the chal­
lenges that they have to face but also 
use modern management techniques to 
improve competitiveness. In the years 
to come, tactical style managers will 
become a rate breed as increasing auto­
mation, the use of purchasing cards and 
system contact endanger their tradi­
tional job requirements . Increasing 
number of tactical activities such as pro­
cessing orders follow up and quality 
checks may even be assigned to third 
parties. The professional manager who 
will really survive and have his role en­
hanced will be the one who is the 
'whole ' manager capable of taking a 
holistic view of his company's needs. 
He will have to be a global thinker, ex­
cellent planner and a zero defects ex 

ecutor. It is high time that leaders in both 
the public and private sectors in devel­
oping countries begin to work together 
to tackle the shared micro economic 
agenda. 

I now wish to address a topic, which 
cannot be glossed over any longer when 
we talk about economic development 
strategics. We must accept that global­
ization of the world economy is inevi­
table and is here to stay. We in South 
Asia should look at it as an opportu­
nity rather than a threat, a boom and 
not a bane. Recent economic crises in 
some of the East Asian economics were 
attributed to globalization and some crit­
ics suggest that globalization is bad. 

These economies flung into crises not 
because globalization is bad but be­
cause thev were not ready for global 
ization. II we understand the concept 
oi competitiveness and all key play­
ers from government to firm 's level 
work together to be innovative and 
stay competitive, we will be able to 
exploit the opportunities. Otherwise 
we will be exploited by those who 
do so. 

There are many reasons why the pro­
cess ol globalization has gone so lar 
and is likely to accelerate The major 
driving force behind the globalization 
process is the new information tech­
nology revolution and reduction in 
transport and communication costs. 
The communication and information 
technology revolution works in many 
\ \a \ s . Information is an essential in­
put in economic activities. Firms us­
ing it are at an advantage over their 
competitors. The globalization pro 
cess will accelerate as the informa­
tion revolution accelerates. Private 
sector companies that make use ol this 
revolution will find newer gains and 
economics from integration. 

Today, we arc living in a networking 
world. Ever since the digital big bang 
- the creation ol the World Wide Web 
( W W W ) - the cyber universe lias 
been expanding at an explosive rate. 
The Internet has changed the waj wc 
think, live and work. It has become a 
tremendous success over the last leu 
years and has started to play a major 
role in each and every aspect ol hu­
man l i l c inc lud ing c o m m e r c e . 
Internet has made inroads into com­
merce and has redefined traditional 
trade. E-commcrcc is the vehicle for 
growth in the next millennium. I he-
Internet by nature is borderless ami 
therefore E-commcrcc too cuts 
across borders. A networked world 
will offer tremendous possibilities for 
doing business more efficiently and 
profitably. When you do business on 
the Internet you are accessible 24 
hours a day. After the British Empire-
Internet remains- the only place where 
sun never sets. E-business has cre­
ated the richest and the most diverse 
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marketplace the world has ever seen. 
Arc wc ready to take advantage of this 
cyber revolution? 

The collapse of the world commu­
nist system gave way to market econo­
mics. Right now capitalism is giving 
way to knowledge economies, says 
management guru Peter Drukker.To­
day knowledge is replacing capital as 
the basic resource of economies. As a 
result, future international players 
must transfer capital into knowledge 
and the management of knowledge 
would be the central institution of 
society and there would be a few dif­
ferences between managing business, 
politics, trade unions, religion, char­
ity and government agencies.The pro­
fessional manager would be a figure 
in the management of "knowledge 
economics". And he would replace 
the "publicity bent""common touch" 
politico because business and politics 
would combine to achieve economic 
goals and objec t ives , establishing 
measurements , performances and 
educating and developing people. 

Knowledge would be the basic raw-
material oi tomorrow's economies. 
It is to the emerging high technol­
ogy nations what roads and ports 
were to the emerging industrial na­
tions. But nations as such arc becom­
ing less important. Powerful trans­
national businesses are creating in­
formation networks that 'bypass the 
nation-state framework", in the words 
of Rxcado Pertrella, EC Director of 
Science and Technology. 

We in Sri Lanka have already done the 
groundwork to reap maximum ben­
efits from these developments. As a 
major stakeholder in this process, our 
government has assumed responsibil­
ity to provide a conducive macro and 
micro economic environment. The 
private sector has been given all en­
couragement to pilot the economic 
drive. Production is now mostly in 
the hands of the private sector. The 
government will progressively priva­
tize the few institutions that remain 
in the public sector. The government 
will become a facilitator instead of 

being a provider. Sri Lanka maintains the 
most liberal investment regime in South 
Asia. Almost all the sectors except a lew 
arc open lor loreign investment, The 
entire Island has been declared as a Free 
Trade Area. Some of die impediments 
to growth and development such as high 
dependency on government subsidies 
and incentives have been virtually abol­
ished. The industrial and agricultural 
sectors arc now geared to increase pro­
ductivity as a sheer necessity for their 
survival. Inflation rate has been curbed. 
Public debt and budget deficit have been 
reduced. 

Globalization is also a result of de-regu­
lation and introduction of pro-market 
policies all over the world. Wc were in 
the forefront ol this de-regulation pro 
cess in South Asia. Wc also have devel­
oped the necessary infrastructure to 
benefit from changes in technology in 
the areas of transport and communica­
tions. We have taken necessary initial 
steps to prepare ourselves for an F 
commercc led business culture. 

Sri Lanka has become the pioneer na 
tion in South Asia establishing cyber 
trader facilities lor conduct of Internet 
trade transaction. The "Trade Net SL" 
now in operation at the Export Devel­
opment Board (LDB) is providing the 
web servers' world over to explore 

business opportunities in our country 

m 
via Internet. Very comprehensive pro­
duction profiles on exportable items 
and c o m p a n y pro f i l e s arc now in 
Internet. Our experience at the Lxpo 
exhibitions in providing services to the 
international businessmen had been en­
couraging. With diat success story, we 
now want to establish a permanent 
Cyber Cafe at the FDB for E-Com-

I would like to repeat here that com 

petition is the name of the game. 

Quality, speed ol delivery and presen 

tation arc its main ingredients in the 

knowledge-based cconom\ 

In Sri Lanka, the continued commit­
ments ol successive governments ol 
the past two decades tow aids the c re 
ation ol a market economy have en 
abled the country to take necessary 
measures to integrate Sri I anka into 
the global economy. In this regard we 
have taken steps to ensure the con 
lormity ol our domestic legislation 
and regulations to the requirements 
of the W T O legal instruments. The 
Department ol Commerce, which is 
the national local point in Sn Lanka 
for W T O affairs is considered 'a 
knowledge cell' of Ministry of Inter­
nal and International Trade, has been 
strengthened and upgraded in order 
to cope with the work relating to the 
implementation ofthe external trade 
policies ol the Government of Sri 
Lanka, at bilateral, regional and mul 
tilateral levels In the area ol Intellec­
tual Property, due to the pressing need 
ol the liberalized policies of our coun­
try, the present Code of Intellectual 
Property Act No 52 was enacted as 
far back as I 979.This Code, prepared 
with the technical support o f W I P O 
(World Intellectual Property Ordi 
nance) has incorporated internation 
ally recognised principles and con 
ccpts in tune with local obligations 
so far as Intellectual Property is con 
cerned. I he existing law governing 
trade marks, industrial designs and 
enforcement of die intellectual prop 
erty rights in Sri Lanka is to a great 
extent in harmony with the pro\ ISK ins 

of the TRIPS Agreement . Thus we 
have created a conducive legal frame­
work necessary for firms to operate 
and to maximise their competitive 
ncss. 

(Adopted from the presentation 
nude .it the Commonwealth 
International Forum on "( ompeti 
livcness" at Hotel Galadari on 
18th November 1999 as the 
Minister of Internal Si f.xter 
nal Trade.) 
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