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

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

a b o u t n e w e x p e c t a t i o n s a n d 
c o n f i d e n c e to S r i L a n k a . T h e people 
i n t h e c o u n t r y a re n o w e n g a g e d i n 
t h e i r d a y - t o - d a y ac t i v i t i es v i r t u a l l y 
w i t h a f e e l i n g o f e x i s t e n c e o f 
s e c u r i t y . T h a t i t se l f d e m o n s t r a t e s 
t h e p o s i t i v e s e n t i m e n t t h a t h a s 
b e e n c r e a t e d b y t h e e n d o f t h e 
conf l i c t . T h e peace fu l e n v i r o n m e n t 
w i l l p r o v i d e s t r o n g c a t a l y s t f o r 
f u t u r e p e r f o r m a n c e w i t h f a r 
r e a c h i n g p o s i t i v e i m p l i c a t i o n s . 

It is w i d e l y k n o w n t ha t , desp i te the 
con f l i c t fo r n e a r l y t h r e e d e c a d e s , 
t h e c o u n t r y w a s able to r e c o r d a n 
a v e r a g e e c o n o m i c g r o w t h of a r o u n d 
4.8 per cen t d u r i n g t h e p e r i o d f r o m 
1983 to 2008. T h i s h a s b e e n m a i n l y 
d u e to t h e p e r f o r m a n c e i n s o m e 
s e c t o r s , i n c l u d i n g t e a , g a r m e n t s 
a n d s e v e r a l s e r v i c e s e c t o r 
a c t i v i t i e s , w h i c h d i d n o t g e t 
a d v e r s e l y a f f e c t e d b y t h e 
d e s t r u c t i o n c r e a t e d b y the conf l ic t . 
H o w e v e r , m a n y b e l i e v e t h a t S r i 
L a n k a c o u l d h a v e g r o w n at a h i g h e r 
r a t e , i f t h e r e w e r e n o c o n f l i c t 
s i t u a t i o n i n the c o u n t r y . T h e pos t -
c o n f l i c t e n v i r o n m e n t a n d t h e 
g r a d u a l r e c o v e r y o f t h e g l o b a l 
e c o n o m y w i l l p r o v i d e e n h a n c e d 
p r o s p e c t s t o t h e e n t i r e c o u n t r y , 
w i t h the N o r t h a n d E a s t h a v i n g t h e 
b e s t e v e r o p p o r t u n i t i e s t o 
g r o w f a s t e r i n t h e c a t c h i n g u p 
p r o c e s s . 

T h e I m p a c t o f t h e C o n f l i c t 

T h e r e is n o d i s a g r e e m e n t t ha t t he 
conf l i c t h a s a d v e r s e l y i m p a c t e d , i n 
m a n y w a y s , o n the en t i re c o u n t r y 
in g e n e r a l a n d t h e peop le i n t h e 

N o r t h a n d E a s t i n p a r t i c u l a r . A 
p r o l o n g e d conf l ic t i n a n y c o u n t r y , 
m o r e o f t e n , m a k e s a s i g n i f i c a n t 
d i r e c t i m p a c t : it c r e a t e s h u m a n 
c o s t s i n t e r m s o f f a t a l i t i e s , 
d i s a b l e m e n t , d i s p l a c e m e n t a n d 
h o m e l e s s n e s s ; d e s t r o y s p h y s i c a l 
i n f r a s t r u c t u r e ; r e d u c e s s e r v i c e 
d e l i v e r y c a p a c i t i e s ; i n t e r r u p t s t h e 
s m o o t h o p e r a t i o n o f s e r v i c e s , 
i n c l u d i n g e d u c a t i o n a n d h e a l t h , 
p a r t i c u l a r l y i n the a f fec ted a r e a s ; 
i nh i b i t s t he ef fect ive f u n c t i o n i n g o f 
g o v e r n a n c e s t r u c t u r e s a n d leads to 
m i g r a t i o n a n d a s s o c i a t e d l o s s of 
h u m a n c a p i t a l , a d v e r s e l y a f f ec t s 
b u s i n e s s c o n f i d e n c e , a n d b o t h 
d o m e s t i c a n d f o r e i g n i n v e s t m e n t , 
a n d p r o d u c t i o n . I n d i r e c t l y , i t 
a d v e r s e l y a f f e c t s e c o n o m i c 
a c t i v i t i e s , s u c h a s , t r a d e a n d 
t o u r i s m , a n d w e a k e n s the c o u n t r y ' s 
f i s c a l p o s i t i o n , t h e r e b y , c r e a t i n g 
d i f f i c u l t i e s i n t h e f i n a n c i a l 
m a n a g e m e n t w h i l e h u r t i n g 
e c o n o m i c g r o w t h . S o m e i n d i c a t e 
tha t t he conf l ic t i n S r i L a n k a h a s 
p a r t i c u l a r l y a f fec ted a d v e r s e l y o n 
the c o u n t r y ' s f isca l a c c o u n t s as it 
h a d to i n c u r re la t i ve l y h i g h a m o u n t 
of m i l i t a r y e x p e n d i t u r e w h i c h h a s 
a p p a r e n t l y l o w e r e d the ava i lab i l i t y 
o f r e s o u r c e s f o r o t h e r s o c i a l 
s p e n d i n g , s u c h a s , e d u c a t i o n , 
h e a l t h , a n d o t h e r a c t i v i t i e s . 
H o w e v e r , t h e r e i s a c o u , n t e r 
a r g u m e n t o n t h i s v i e w w h i c h 
ind ica tes t ha t de fence e x p e n d i t u r e 
c a n be c o n s i d e r e d as a n i n v e s t m e n t 
a s i t i m p r o v e s t h e s e c u r i t y 
s i t u a t i o n of t h e c o u n t r y , t h e r e b y 
e n h a n c i n g p r i v a t e s a v i n g s a n d 
i n v e s t m e n t a n d a t t r a c t i n g f o r e i g n 
i n v e s t m e n t to c rea te g r o w t h . 

T h e i m p l i c a t i o n s of a conf l ic t e x t e n d 
w e l l b e y o n d t h o s e p e o p l e a n d 

K . M . M a h i n d a 
S i r i w a r d a n a 

Additional Director, 
Economic Research Department, 

Central Bank of Sri Lanka. 

i n s t i t u t i o n s d i r ec t l y t o u c h e d d u e to 
the conf l ic t . T h i s is c o m m o n to S r i 
L a n k a a s w e l l , s i nce the i m p a c t o f 
t h e p r o l o n g e d con f l i c t w a s felt i n 
a l m o s t a l l t he sec to rs i n the en t i r e 
c o u n t r y w h i l e d i s r u p t i n g b o t h soc ia l 
a n d e c o n o m i c life of the people for 
n e a r l y t h r e e d e c a d e s . T h e 
d e v a s t a t i o n d u e to t h e c o n f l i c t , 
p a r t i c u l a r l y i n the N o r t h a n d E a s t , 
is g r e a t a n d r e q u i r e s e n o r m o u s 
e f f o r t f o r r e b u i l d i n g . A s t h e 
r e b u i l d i n g p r o c e s s i n t h e E a s t is 
be ing p r o g r e s s e d s ince 2QQ7-08, t he 
n e x t c h a l l e n g e w o u l d be t h e 
r e b u i l d i n g of the N o r t h . 

P o s t - C o n f l i c t 

P r o c e s s 

D e v e l o p m e n t 

T h e p o s t - c o n f l i c t d e v e l o p m e n t 
p r o c e s s r e q u i r e s a 
m u l t i d i s c i p l i n a r y , c o m p r e h e n s i v e 
a n d i n t e g r a t e d a p p r o a c h to b r i n g 
e c o n o m i c , s o c i a l , p o l i t i c a l a n d 
c u l t u r a l d e v e l o p m e n t in a f f e c t e d 
a r e a s i n l ine w i t h o t h e r p r o v i n c e s . 
T h e s e needs s p r e a d f r o m e m e r g e n c y 
re l ie f to a l o n g - t e r m d e v e l o p m e n t 
f r a m e w o r k . I n o r d e r t o p r o v i d e 
t h e s e n e e d s , t h e g o v e r n m e n t 
i m p l e m e n t s t w o p r o v i n c e - s p e c i f i c 
a c c e l e r a t e d d e v e l o p m e n t 

p r o g r a m m e s , Nayenahira-Navodaya 
(NN) i n t h e E a s t a n d t h e Uthuru 
Wasanthaya ( U W ) i n the N o r t h (See 
B o x 1 ) . T h e f o c u s i n t h e s e 
p r o g r a m m e s i s m a i n l y o n t h e 
r e s e t t l e m e n t o f d i sp laced fami l ies , 
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B o x 1 

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

Item Northern province Eastern province 

Land Area -8,884 square kilometres covering 13.6 per cent of the 
country's total land area. 

-9,361 square kilometres accounting for about 15 per 
cent of the country's total land area. 

Population -Estimated 1.3 million accounting to about 6.5 percent 
o f the country's total population 

About 1.6 million, which is about 7.9 per cent of the 
country's total population 

Districts 
-Jaffna peninsula 
-Vanni (Kil inochchi, Mannar, Mullaitivu and Vavuniya) 

-Trincomalee, Batticaloa and Ampara 

Natural 
Resources 

-Fertile agricultural lands 
-Minerals 
-Forests 
-Wet lands 
-Beautiful beaches 
-Coastal shallow sea enriched with a very high fish 
density in seas around the country and coral deposits 

-Trincomalee Port that has the potential o f becoming a 
major commercial and industrial hub for the South 
Asian region 
- A n ideal place for high intensity agricultural practices 
with rich soil conditions, the high level of 
precipitation brought about by the Northeast 
monsoons and the large extents of sparsely populated 
areas 
-The coastline that stretches 436 km, harbouring large 

stretches o f beautiful beaches and ecological 
conservation areas that could be tapped to support a 
vibrant tourism industry 
-Access to vast stretches of sea that offers 

opportunities to develop the fisheries resources 

Key Economic 
Activities 

-Crop agriculture (paddy, red onions, green gram, maize, 
chillies, black gram, sesame, ground nuts, fruits and 
Palmy rah plantations) 
-Fishing (coastal and off shore fisheries and inland 
fisheries) 
-Livestock (cattle and buffalo, goat and poultry) 
-Agro processing and rice mills 
-Fish processing 
-Wholesale and retail trade 
-Tour ism 

-Crop agriculture (paddy, maize, vegetables, green 
gram, red onion/big onion, coconut, fruits) 
-Livestock (cattle and buffalo, goat and poultry) 
-Fishing (coastal and off shore fisheries and inland 
fisheries) 
-Fish processing 
-Agro processing and rice mills 
-Wholesale and retail trade 
-Handloom industry and other small industries 
-Tourism 

Contribution to 
G D P 

-3 per cent(2008) -5 per cent(2008) 

Post-Conflict Development Plans 

Name of the Plan Three-Year Investment Programme for the 
Northern Province: 2010-2012 (Uthuru Wasanthaya) 

Three-Year Eastern Province Development Plan: 
2007- 2010 (Neganahira Navodaya or Eastern 
Revival) 

Major Objectives 
of the Plan 

-Resettlement of people and rehabilitation and 
reconstruction of economic infrastructure to restore 
livelihoods and basic needs, such as, roads, transport, 
water supply, sanitation, electricity, health and 
education facilities, etc. 
-Creation of income generating activities -Rehabilitation 
of the children, women and youth living in the area, and 
the rehabilitation of the former L T T E members.-
Reconstruction of the rail track and highways 
connecting the North and the South and schools, 
hospitals, government offices and houses. 

-Improve and upgrade the infrastructure and 
supportive services in the province, enabling a 
sustainable economic revival.-Immediate restoration of 
fundamental rights and ensuring the safety of the 
people and communities of the region before delving 
into reinstating their livelihoods. -Develop the 
agriculture, fisheries, industries, tourism sectors 
through the development of economic infrastructure, 
human and natural resources over the 2007-2010 
period. 

Total Estimated 
Cost of the 
Programme 

-Rs. 294.9 billion during the period from 2010-2012 -Rs. 198.5 billion during the period from 2007-2010 

Amount of 
Funds to Key 
Sectors during 
the Project 
Period 
(Estimates) 

-Human settlements development (Rs. 45.7 billion) 
-Improving economic infrastructure (Rs. 176.2 billion) 
-Strengthening social infrastructure and fostering social 
services (Rs. 29.3 billion) 
-Social protection and livelihood development (Rs. 15 
billion) 
-Rcvitalisation of productive sectors 
(Rs. 28.4 billion) 

-Resettlement of IDPs (Rs. 21.5 billion) 
-Economic infrastructure (Rs. 84 billion) 
-Social infrastructure (Rs. 19 billion) 
-Productive sectors (Rs. 34 billion) 
-Human settlements (Rs. 38 billion) 
-Capacity building of the public institutions 
(Rs. 2.2 billion) 
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Potential Investment Areas 

Sector/Area Agricul ture Sector 
-Farming associated with infusion of advanced technology, seeds production and development of high 
-yielding varieties, organic farming-Collection, distribution and marketing of agriculture produce, storage and cold 
rooms facilities 
-Fishing (both deep sea and coastal and inland fishery), dairy farming, poultry and animal husbandry, ice plants 

-Out grower schemes, plant and nursery, advanced technology for pre/post harvest management, cultivation of plants 
of any description 
-Agriculture service centres 
-Research and development 
-Developing cluster of hatcheries along with a aqua culture breeding centre in each district, particularly in the North 

Industry/ Manufacturing Sector 
-Small and medium enterprises, enhancing value addition methods, including packaging, industrial parks, construction 
industry 
-Agro processing, fish processing, textile, garment and accessories, leather products, wood and wood products, rubber 
based industry, electronic, electrical and assembling industry, paper, paper products, chemicals, rubber and plastic, 
non-metallic mineral products, fabricated metal, machinery and transport equipment 
-Manufacture of boats and fishing gear, ship and boat building 

-Cement and mining industry 
-Modernisation and/or resumption of operations related to Kankesanthurai Cement Factory', Paranthan Chemical 
Factory, Kantale Sugar Factory and Valachchenai Paper Mil l 

Services Sector 
-Tourism, recreation and establishment of tourist attractions while promoting eco tourism 
-Information Technology^TVBusiness Process Outsource(BPO)/Knowledge Process Outsource(KPO) related 
activities, including training 

-Ship/boat repairing and maintaining services, and port related services 
-Transportation to link farmers, factories and markets, building freight stations 
-Educational and skill development, vocational training management 
-Enhancing financial inclusiveness by providing banking and financial services, including development institutions, to 
provide credit facilities for capital investment for the resumption of economic activities 

Sources: Central Bank of Sri Lanka, Annual Reports: 2007 and 2008 -Three-year Eastern Province Development Plan: 2007-2010 and 

Three-year Investment Programme for the Northern Province: 2010-2012, Department of National Planning, Ministry of 
Finance and Planning. 

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 a n d 
f a c i l i t a t i n g t h e a f fec ted peop le to 
r e s t a r t t h e i r n o r m a l l i v e s a n d 
l i v e l i h o o d a c t i v i t i e s . U n d e r t h e s e 
p r o g r a m m e s , a g e n e r a l s t r a t e g y of 
t a k i n g i m m e d i a t e s teps to p r o v i d e 
b a s i c i n f r a s t r u c t u r e f a c i l i t i e s , 
p u b l i c u t i l i t ies a n d w e l f a r e fac i l i t ies 
r e q u i r e d f o r r e s e t t l e m e n t i s 
fo l l owed b y the i m p l e m e n t a t i o n of 
i n t e g r a t e d d e v e l o p m e n t 

p r o g r a m m e s , w h i c h i n c l u d e s e c t o r / 
a r e a - b a s e d s h o r t - , m e d i u m - a n d 
l o n g - t e r m d e v e l o p m e n t p ro jec ts . 

T h e N N f o c u s e s m a i n l y o n t h e 
i m p r o v e m e n t o f e c o n o m i c 
i n f r a s t r u c t u r e , i n c l u d i n g r o a d s a n d 
b r i d g e s , e l e c t r i c i t y , w a t e r s u p p l y , 
t r a n s p o r t a n d p o r t s , a s t h e 
r e s e t t l e m e n t of i n t e r n a l l y d i s p l a c e d 
p e r s o n s h a s p r o g r e s s e d i n t h e 
E a s t . T h e U W is i n p r o g r e s s to 
e x p e d i t e t h e r e s e t t l e m e n t a n d 
r e h a b i l i t a t i o n p r o c e s s , a n d r e b u i l d 
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t h e d a m a g e d i n f r a s t r u c t u r e , 
i n c l u d i n g r o a d s a n d t r a n s p o r t , 
p o w e r , w a t e r s u p p l y , 

m a n u f a c t u r i n g , h o u s i n g , ag r i cu l t u re 
a n d i r r i ga t i on w i t h m e a s u r e s a i m e d 
a t r e d u c i n g t h e p o v e r t y a n d 
p r o v i d i n g s o c i a l s a f e t y n e t s . I n 
a d d i t i o n , the g o v e r n m e n t h a s t a k e n 
i n i t i a t i v e s to i n c r e a s e t h e p r i v a t e 
sec to r i n v o l v e m e n t i n t h i s p rocess 
as we l l . T h e s e i n c l u d e the p r o v i s i o n 
of v a r i o u s i n c e n t i v e s , i n c l u d i n g t ax 
re l ief , to e n c o u r a g e p r i v a t e s e c t o r 
i n v e s t m e n t in t hese a r e a s . 

M i c r o - f i n a n c e a c t i v i t i e s a r e a l s o 
be ing i n t r o d u c e d to f u r t h e r faci l i tate 
g r a s s roo ts e c o n o m i c a c t i v i t y a n d 
d ive rs i f i ca t ion . T h e i n t r o d u c t i o n of 
re f i nance faci l i t ies to the people i n 
t h e r e g i o n a n d s e t t i n g u p a n d 
s t r e n g t h e n i n g o f n e c e s s a r y 
i n f r a s t r u c t u r e f o r u n d e r t a k i n g 
f i n a n c i a l ac t i v i t i es a re a l so b e i n g 
u n d e r t a k e n . T r a n s p o r t 

i n f r a s t r u c t u r e is c o m i n g u p . A s 
t ra inab le a n d h a r d - w o r k i n g people 
a r e a v a i l a b l e , a n d l o c a l 
e n t r e p r e n e u r s h a v e t h e b u s i n e s s 
k n o w - h o w , the re is a h u g e potent ia l 
for a l l t he sec tors to g r o w . 

P o t e n t i a l I m p a c t o n t h e M a c r o -

E c o n o m y 

T h e r e v i v a l o f t h e N o r t h a n d E a s t 
w o u l d n o t o n l y i m p r o v e t h e 
l i v e l i h o o d s of t he peop le i n t h o s e 
a r e a s . I t w o u l d a l s o c o n t r i b u t e 
t o w a r d s t h e d e v e l o p m e n t o f t he 
a d j a c e n t p r o v i n c e s t h r o u g h t h e 
t r i c k l e d o w n e f f e c t , t h e r e b y , 
c o n t r i b u t i n g to the d e v e l o p m e n t of 
t h e e n t i r e c o u n t r y . I n t h i s 
b a c k g r o u n d , the i m p a c t o f the e n d 
o f t h e c o n f l i c t a n d t h e 
r e c o n s t r u c t i o n a n d d e v e l o p m e n t in 
t h e N o r t h a n d E a s t c o u l d be 
ident i f ied b y look ing at the po ten t ia l 
i m p a c t o n the k e y s e c t o r s in the 
m a c r o - e c o n o m y . 
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Real s e c t o r 

Gross domestic product by Province (2008) 

Eastern 5% Northern 3% 

North Central 5% 

Uva 5% 

Central 10% 

Sabaragamuwa 6% 

Southern 
11% 

Reclaimed area 
8% share of G D I ' 

Western 45% 

North Western 
10% 

r e m o v e d o r eased t r ave l r es t r i c t i ons 
o n S r i L a n k a . I n fact , the N e w Y o r k 
T i m e s paper , in J a n u a r y 2010, h a s 
i nd i ca ted t ha t S r i L a n k a is one o f 
the 31 p laces to go in 2010, w h i c h 
d e m o n s t r a t e s the po ten t ia l that S r i 
L a n k a h a s in t o u r i s m w i t h the e n d 
of conf l ic t . 

T h e p o s i t i v e i m p a c t o n e c o n o m i c 
ac t iv i t ies is a l r e a d y seen a n u m b e r 
of o t h e r a r e a s . I n the a g r i c u l t u r e 
s e c t o r , t h i s is m a n i f e s t e d i n t h e 
i n c r e a s i n g a m o u n t o f l a n d 
c u l t i v a t e d in the c o n f l i c t - a f f e c t e d 
a r e a s , espec ia l l y in the E a s t . O n c e 
the r ese t t l emen t is c o m p l e t e d th is 
w i l l be s e e n i n t h e r e s t o f t h e 
d i s t r i c t s in the N o r t h a s w e l l . T o 
s u p p l e m e n t t h i s , i r r i g a t i o n 
fac i l i t i es a r e a l so b e i n g r e s t o r e d . 
T h e r es t r i c t i ons i m p o s e d o n f i sh ing 
h a v e b e e n l i f ted t h e r e b y p r o m o t i n g 
the once f l ou r i sh ing f i sh ing i n d u s t r y 
i n t h e N o r t h . T h e p r o v i s i o n o f 
b o a t s , f i s h i n g n e t s a n d o t h e r 
e q u i p m e n t w i l l i m p r o v e t h e f i s h 
s u p p l y f u r t h e r . T h e l i ves tock sec to r 
is a n o t h e r a r e a t h a t c o u l d be 
d e v e l o p e d a s it h a s b e e n t he re for 
m a n y y e a r s in the N o r t h a n d E a s t . 
T h e d e v e l o p m e n t in t h i s s e c t o r is 
in p r o g r e s s w i t h the se t t i ng u p of 
d a i r y v i l l a g e s a n d p r o v i d i n g 
n e c e s s a r y t r a i n i n g c o m p l e m e n t e d 
b y v a r i o u s i n c e n t i v e s a n d s u p p o r t 
b y t h e g o v e r n m e n t a n d o t h e r 
agenc ies . T h e d i f f i cu l t ies in m o v i n g 

the p r o d u c e to the m a r k e t c e n t r e , 
o w i n g to i n a d e q u a t e t r a n s p o r t a n d 
i n f r a s t r u c t u r e fac i l i t ies , w o u l d be 
r e s o l v e d b y i m p r o v i n g t h e r o a d 
n e t w o r k a n d e s t a b l i s h i n g co l lec t ion 
c e n t r e s . V a r i o u s c r e d i t f ac i l i t i es 
tha t a re be ing o f fered w o u l d e n s u r e 
f a r m e r s h a v i n g n e c e s s a r y cred i t to 
a c q u i r e i m p r o v e d v a r i e t i e s o f 
c a l v e s . M e a n w h i l e , the o p e n i n g u p 
of the r o a d s , s u c h as the A 9 , a lso 
w i l l e n h a n c e i n t r a - p r o v i n c e a n d 
i n t e r - p r o v i n c e t r a n s p o r t a t i o n a n d 
v a r i o u s e c o n o m i c a c t i v i t i e s . T h e 
p r i v a t e s e c t o r i n v e s t o r s h a v e 
a l r e a d y r e s p o n d e d b y c o m m e n c i n g 
v a r i o u s o t h e r p ro jec ts in the N o r t h 
a n d E a s t . T h e s e i n c l u d e the hote l 
i n d u s t r y a n d t o u r i s m re la ted o t h e r 
a c t i v i t i e s , m a n u f a c t u r i n g o f 
r e a d y m a d e g a r m e n t s a n d o t h e r 
text i le p r o d u c t s for e x p o r t , p ro jec ts 
to m a n u f a c t u r e c o n c r e t e t i les, r ice 
mi l l s a n d f u r n i t u r e . 

E x t e r n a l s e c t o r 

T h e e x t e r n a l s e c t o r h a s a l r e a d y 
s h o w n s e v e r a l p o s i t i v e 
d e v e l o p m e n t s w i t h the e n d of the 
conf l ic t . T h e s t r e n g t h e n e d i nves to r 
c o n f i d e n c e h a s i n c r e a s e d t h e 
fo re ign i n v e s t m e n t s in g o v e r n m e n t 
s e c u r i t i e s . T h e h i g h e r f o r e i g n 
i n f l ows d u e to th is as we l l as other 
f ac to rs h a v e i n c r e a s e d the fo re ign 
e x c h a n g e r e s e r v e s to a h i s to r i ca l l y 
h i g h leve l . T h i s h a s e v e n c rea ted 
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It is expec ted t ha t the e n d of the 
conf l ic t a n d the r e b u i l d i n g of N o r t h 
a n d E a s t w i l l he lp e c o n o m i c g r o w t h 
to p ick u p in the y e a r s i m m e d i a t e l y 
af ter the conf l ic t . T h e i m p a c t o n the 
rea l e c o n o m y w o u l d c o m e f r o m al l 
t h r e e s e c t o r s , i .e . , A g r i c u l t u r e , 
I n d u s t r y a n d S e r v i c e s . T h e 
t e r r o r i s m - f r e e e n v i r o n m e n t is the 
m o s t i m p o r t a n t c a t a l y s t f o r 
b o o s t i n g i n v e s t m e n t in a l l t h e 
a r e a s , w h i c h p r o v i d e s i n v e s t o r s , 
b o t h l o c a l a n d f o r e i g n , a g o o d 
o p p o r t u n i t y to u n d e r t a k e / e n h a n c e 
t he i r i n v e s t m e n t s i n t h e c o u n t r y 
w i t h ce r t a i n t y . 

T h e i m p a c t o n t h e e c o n o m y t h a t 
w o u l d h a v e f r o m the r e b u i l d i n g of 
the conf l i c t -a f fec ted N o r t h a n d the 
E a s t is p a r t i c u l a r l y s i g n i f i c a n t . 
Before the conf l i c t , t he a g r i c u l t u r e , 
l i ves tock a n d f i s h i n g sec to rs in the 
N o r t h a n d E a s t c o n t r i b u t e d to a 
s u b s t a n t i a l s h a r e of the c o u n t r y ' s 
G D P . H o w e v e r , a f t e r s e v e r a l 
d e c a d e s , it h a s d e c l i n e d 
s ign i f i can t l y , m a i n l y d u e to s e c u r i t y 
c o n c e r n s , d e v a s t a t i o n a n d m a n y 
o t h e r f a c t o r s , i n c l u d i n g l a c k o f 
i n f r a s t r u c t u r e a n d o t h e r faci l i t ies. 
I n 2 0 0 8 , t h e t w o p r o v i n c e s 
c o n t r i b u t e d to a b o u t 8 p e r cen t of 
the g ross d o m e s t i c p r o d u c t ( G D P ) 
o f t h e c o u n t r y . H o w e v e r , it is a 
w i d e l y k n o w n fact t ha t the N o r t h 
a n d E a s t h a v e v a s t u n t a p p e d 
potent ia l to g r o w . 

T h e N o r t h a n d E a s t a re r i c h w i t h a 
r a n g e of n a t u r a l r e s o u r c e s . T h e 
t o u r i s m i n d u s t r y , b o t h d o m e s t i c 
a n d fo re ign , h a s a g rea t po ten t ia l 
to g r o w w i t h the e n d of the conf l ic t 
b y u s i n g t h e l a i g e s t r e t c h e s o f 
b e a u t i f u l b e a c h e s a n d e c o l o g i c a l 
c o n s e r v a t i o n a r e a s (See B o x 1). 
T h i s is a l r e a d y e v i d e n c e d b y t h e 
e n h a n c e d n u m b e r o f d o m e s t i c 
t o u r i s t s w h o t r a v e l a r o u n d t h e 
c o u n t r y , p a r t i c u l a r l y in the E a s t . 
F o r e i g n tou r i s t a r r i v a l s are o n the 
r ise s ince the e n d o f the conf l ic t in 
M a y 2009 as m a n y c o u n t r i e s h a v e 



t h e p r e s s u r e o n t h e r u p e e to 
a p p r e c i a t e . T h e h i g h e r 
o v e r s u b s c r i p t i o n ( 1 3 t imes ) of t h e 
s e c o n d i n t e r n a t i o n a l s o v e r e i g n 
b o n d i s s u e i n O c t o b e r 2009 a l s o 
i n d i c a t e d t h e p o s i t i v e i n v e s t o r 
s e n t i m e n t o n t h e c o u n t r y . T h e 
a p p r o v a l o f t h e I M F S t a n d - B y 
A r r a n g e m e n t i n J u l y 2 0 0 9 h a s 
f u r t h e r b o o s t e d t h e e n t h u s i a s m 
w i t h r a t i n g agenc ies r e v i s i n g the i r 
r a t i n g o u t l o o k u p w a r d s . T h e 
i n t e r n a t i o n a l t r ade ac t i v i t i es , w h i c h 
d e c e l e r a t e d i n 2 0 0 9 d u e to t h e 
g l o b a l r e c e s s i o n , w i l l a c c e l e r a t e 
w i t h t he r e s u m p t i o n of t he n o r m a l 
e c o n o m i c ac t i v i t i es a s we l l as the 
r e c o n s t r u c t i o n w o r k i n t h e N o r t h 
a n d E a s t , t h e r e b y l e a d i n g to a 
s u b s t a n t i a l i n c r e a s e i n i m p o r t s . 
T h e r e c o v e r y in the g loba l e c o n o m y 
w i l l p r o v i d e e n h a n c e d o p p o r t u n i t i e s 
f o r t h e e x p o r t s e c t o r . T h e 
r e m i t t a n c e s w i l l a l so i n c r e a s e as 
S r i L a n k a n d i a s p o r a w o u l d s e n d 
m o r e f u n d s to t he i r re la t i ves in the 
a f f e c t e d a r e a s w h o w o u l d n o w 
e n g a g e i n e c o n o m i c ac t iv i t ies f ree ly . 
T h e d i a s p o r a is e x p e c t e d to t a k e 
p a r t i n the d e v e l o p m e n t p r o c e s s as 
we l l . T h e b u i l d i n g u p o f c o n f i d e n c e , 
the n e w peace fu l e n v i r o n m e n t a n d 
the i n v e s t m e n t o p p o r t u n i t i e s in the 
N o r t h a n d E a s t w i l l a t t r a c t h i g h e r 
a m o u n t of f o r e i g n d i r e c t i n v e s t m e n t 
( F D I ) . W i t h t h e d e v e l o p m e n t 
i n i t i a t i v e s , i n f l o w s t o t h e 
g o v e r n m e n t in t e r m s of l o a n s a n d 
g r a n t s w i l l a l s o i n c r e a s e . T h e 
e n h a n c e d i n f l ows w i l l l ead to r e c o r d 
a b a l a n c e o f p a y m e n t s u r p l u s 
t h e r e b y s t r e n g t h e n i n g f o r e i g n 
e x c h a n g e r e s e r v e s f u r t h e r . T h e 
e f f e c t i v e u t i l i s a t i o n o f f o r e i g n 
r e s o u r c e s w o u l d h e l p a c h i e v e 
e x p e c t e d h i g h e r e c o n o m i c g r o w t h , 
t h e r e b y , e n h a n c i n g t h e d e b t 
s e r v i c i n g c a p a c i t y of t h e c o u n t r y . 

Fiscal sector 

T h e e n d o f the con f l i c t h a s p u t a 
s i g n i f i c a n t r e s p o n s i b i l i t y o n t h e 
g o v e r n m e n t ' s s h o u l d e r s to p l a y the 
k e y r o l e i n t h e r e d e v e l o p m e n t 
p r o c e s s o f t h e N o r t h a n d E a s t . 
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A c c o r d i n g l y , t h e e f f o r t s i n m a n y 
a r e a s , i n c l u d i n g r e h a b i l i t a t i o n a n d 
r e c o n s t r u c t i o n ac t i v i t i es , a re be ing 
u n d e r t a k e n . T h e s e a re m a n i f e s t e d 
i n t h e i m p l e m e n t a t i o n o f 
p r o g r a m m e s , s u c h as , Nagenahira 
Navodaya a n d Uthuru Wasanthaya, 
t h e k e y d e v e l o p m e n t p r o g r a m m e s 
of t h e g o v e r n m e n t . 

T h e y e a r 2010 w o u l d be c h a l l e n g i n g 
to t h e g o v e r n m e n t a s it h a s to 
acce le ra te these d e v e l o p m e n t w o r k 
w h i l e c o n t i n u i n g 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 p ro jec ts in o t h e r a r e a s 
o f t h e c o u n t r y a s w e l l . T h e 
c o n t i n u a t i o n of these p r o g r a m m e s 
w o u l d c r e a t e p r e s s u r e o n t h e 
g o v e r n m e n t b u d g e t i n the s h o r t r u n 
a s it w o u l d r e q u i r e a h i g h e r a m o u n t 
of r e s o u r c e s f r o m b o t h d o m e s t i c as 
we l l as fo re ign s o u r c e s . 

H o w e v e r , i n the long r u n , the re w i l l 
be a p o s i t i v e i m p a c t o n t h e 
g o v e r n m e n t b u d g e t f r o m a n u m b e r 
o f a r e a s . T h e r e s t o r a t i o n o f t h e 
i n f r a s t r u c t u r e a n d t h e r e s u l t a n t 
r e v i v a l o f the e c o n o m i c ac t iv i t ies in 
t h e N o r t h a n d E a s t a n d t h e 
e n h a n c e m e n t of e c o n o m i c ac t i v i t i es 
i n t h e res t o f t h e c o u n t r y w o u l d 
i n c r e a s e t h e r e v e n u e c o l l e c t i o n . 
T h e e n d of the con f l i c t w o u l d a lso 
l o w e r t h e d e f e n c e - r e l a t e d 
e x p e n d i t u r e g r a d u a l l y , w h i c h w o u l d 
be u s e d fo r a l t e r n a t i v e a c t i v i t i e s , 
i n c l u d i n g i nves t i ng in 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 . 

Monetary and financial sector 

T h e r e a r c a n u m b e r o f p o t e n t i a l 
p o s i t i v e d e v e l o p m e n t s i n t h e 
m o n e t a r y a n d f i n a n c i a l s e c t o r a s 
we l l . T h e i m m e d i a t e d e v e l o p m e n t s 
i n the a g r i c u l t u r e i n the N o r t h a n d 
t h e E a s t w i l l h e l p i n c r e a s e t h e 
d o m e s t i c p r o d u c t i o n t h e r e b y 
r e d u c i n g s u p p l y - s i d e p r e s s u r e o n 
in f l a t i on . T h e n e w e n v i r o n m e n t h a s 
b e e n c o n d u c i v e o n e x p a n s i o n of the 
b r a n c h n e t w o r k o f c o m m e r c i a l 
b a n k s a n d o t h e r f i n a n c i a l 
i n s t i t u t i o n s in the N o r t h a n d E a s t . 
I t w i l l h e l p p r o v i d e m u c h n e e d e d 

financial s e r v i c e s to the people i n 
t h o s e a r e a s i n t e r m s o f d e p o s i t 
m o b i l i s a t i o n , l e n d i n g a n d o t h e r 
financial ac t iv i t ies . T h e se t t i ng u p 
o f b a n k b r a n c h e s w i l l a l s o h e l p 
m i g r a n t d i a s p o r a to e n h a n c e t he i r 
r e m i t t a n c e s t h r o u g h o f f i c i a l 
c h a n n e l s . T h e pos t -con f l i c t pos i t i ve 
i n v e s t o r s e n t i m e n t a lso r e s u l t e d i n 
i m p r o v i n g t h e p e r f o r m a n c e of the 
C o l o m b o S tock E x c h a n g e w h i c h w a s 
m a n i f e s t e d i n t h e s i g n i f i c a n t 
i n c r e a s e s in m a r k e t i n d i c e s 2 . 

Way Forward 

T h e e n d of the conf l i c t h a s c e r t a i n l y 
b r o u g h t a b o u t n e w h o p e s to S r i 
L a n k a to h a v e a s u s t a i n a b l e 
d e v e l o p m e n t . T h e i m p a c t o f t h i s i s 
a l r e a d y v is ib le i n m a n y f r o n t s . T h e 
peace fu l e n v i r o n m e n t t ha t h a s been 
c rea ted i n the c o u n t r y is the m o s t 
i n v a l u a b l e i m p a c t of the e n d of the 
conf l i c t . T h e be t te r exp lo i t a t i on of 
t h i s n e w o p p o r t u n i t y i s a 
c h a l l e n g i n g t a s k a n d is a 
r e s p o n s i b i l i t y o f a l l t h e 
s t a k e h o l d e r s . A l t h o u g h 

g o v e r n m e n t ' s ef for ts a re c r i t i ca l i n 
a d d r e s s i n g p o s t - c o n f l i c t 
d e v e l o p m e n t p r o c e s s , t h e y h a v e to 
b e c o m p l e m e n t e d w i t h t h e 
m o b i l i s a t i o n o f a l l t a l e n t s a n d 
r e s o u r c e s t ha t s t a k e h o l d e r s h a v e . 
H e n c e , t h e i r p a r t i c i p a t i o n s h o u l d 
be s o u g h t , n u r t u r e d a n d deve loped 
to e n s u r e a s u s t a i n e d a n d a n 
inc lus i ve a p p r o a c h in the rebu i l d i ng 
p r o c e s s . T h e r e h a b i l i t a t i o n a n d 
r e b u i l d i n g ac t i v i t i es , p a r t i c u l a r l y in 
t h e N o r t h , w o u l d h a v e s e v e r a l 
p o s i t i v e i m p a c t s o n e n h a n c i n g 
o v e r a l l e c o n o m i c g r o w t h . H e n c e , 
the n e a r - t e r m cha l l enge u n d e r t he 
p r e s e n t c o n d i t i o n s w o u l d be the 
s u c c e s s f u l c o m p l e t i o n o f t h e 
o n g o i n g r e h a b i l i t a t i o n a n d 
r e b u i l d i n g p rocess . T h i s h a s to be 
c o m p l e m e n t e d w i t h m e a s u r e s 
a i m e d at s u s t a i n i n g t h e p o s i t i v e 
i n v e s t o r s e n t i m e n t . 
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K a d j a n s h e l t e r 

T h e U n i t e d N a t i o n s O f f i c e f o r 
P ro jec t S e r v i c e s ( U N O P S ) a n d I O M 
h a v e m a d e a r r a n g e m e n t s to p r o v i d e 
the f o l l ow ing i t e m s for r e s e t t l e m e n t 
t o s o m e f a m i l i e s i n M a n n a r 
D i s t r i c t : 

a. 150 K a d j a n leaves 
b. N i n e po l es 
c. • O n e w i n d o w a n d o n e d o o r f r a m e 
d. 3 kg o f na i l s 
e. 5 B a g s of c e m e n t 
f. O n e h a m m e r 
g. O n e s a w 
h . O n e toi let s q u a t t i n g p a n 
i. P V C p ipes 
j . T y p e p l a n 
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T h e p r o l o n g e d c o n f l i c t h a s h a d 

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

m a c r o e c o n o m i c f r a m e w o r k of the 

c o u n t r y to dea l w i t h t he s i t u a t i o n . 

I n p a r t i c u l a r , t h e f i s c a l p o l i c y 

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

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

p e r i o d a n d h e n c e , the m o n e t a r y a n d 

o t h e r po l ic ies w e r e a lso , to a c e r t a i n 

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

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

t ime f i sca l po l i cy . H o w e v e r , t h e n e w 

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

o p p o r t u n i t y t o r e s t r u c t u r e t h e 

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

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

p r o c e s s i n the N o r t h a n d E a s t a n d 

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

s t a k e h o l d e r s in the en t i r e c o u n t r y 

t o g o f o r w a r d . S t r o n g m a c r o -

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

f i sca l m a n a g e m e n t , l o w i n f l a t i o n , 

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

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

f ac i l i t a t i ng l o n g - t e r m i n v e s t m e n t . 

I n a d d i t i o n , t h e l o n g - t e r m 

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

S r i L a n k a h a s t a k e n i m m e d i a t e 

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

n e e d s a n d p r o v i d i n g w e l f a r e 

f ac i l i t i es fo r t h e I D P s i n a s h o r t 

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

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

u n d e r w a y in 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 . U n d e r t h e s e 

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

f a c i l i t i e s , s u c h a s , e l e c t r i c i t y , 

r o a d s , h i g h w a y s a n d b r i d g e s , 

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

a r e e s t a b l i s h e d o r r e s t o r e d . 

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

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

c rea te a bet te r l i v ing c o n d i t i o n s a n d 

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

t h e p a s t for t h e loca l p o p u l a t i o n . 

T h e r e - e s t a b l i s h m e n t o f c i v i l 

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

d e c a d e s , is a l s o u n d e r w a y b y 

es tab l i sh i ng Grama Niladhari of f ices 

a n d D i v i s i o n a l S e c r e t a r i a t s u n d e r 

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

H o m e A f f a i r s . P o l i c e p o s t s a r e 

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

o r d e r . Mo re i m p o r t a n t l y , t he people 

w h o w e r e d e p r i v e d h i t h e r t o o f the i r 

f r a n c h i s e a r e n o w f r e e to e n j o y 

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

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

• 

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

w i l l d e p e n d u p o n a n u m b e r of o t h e r 

fac to rs , i n c l u d i n g the c r e a t i o n o f a 

l as t i ng s o l u t i o n to t h e u n d e r l y i n g 

c a u s e s of the i n t e r n a l conf l ic t a n d 

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

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

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

p u b l i c sec to r . T h e s u c c e s s o f t h e 

ef fect ive u s e of b o t h the t e r r o r i s m 

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

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

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

c o m p l e m e n t e d b y t h e 

i m p l e m e n t a t i o n o f a p p r o p r i a t e 

s t r u c t u r a l c h a n g e s , w i l l u l t i m a t e l y 

dec ide the m a c r o leve l o u t c o m e o f 

the e n d i n g of the conf l i c t . 
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