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Introduction

 Sustained economic growth coupled with strong proactive state policies aimed at redistribution of income and adequate public investments in the social sectors can lead to poverty reduction. Yet, this is not the experience of most developing countries that have recorded higher rates of economic growth following economic liberalization. While per capita GDP has increased steadily in some of these countries, there has not been a marked poverty reduction. Moreover, economic growth has resulted in greater inequality, both socially and geographically. What we have observed in Sri Lanka over the last three decades is very much in line with what is outlined above. Combating poverty here remains a formidable challenge, in spite of various efforts to reduce poverty. Why? In this paper, an attempt is made to answer this question and offer some suggestions as to how a country like Sri Lanka could address the prevailing poverty trends. 

 Economic Liberalization

Sri Lanka was perhaps the first country in south Asia to almost voluntarily embark upon a programme of economic liberalization as far back as 1977. This was done against a backdrop of serious economic hardships and socio- 
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political unrest connected with poverty and widespread unemployment
. Worsening balance of payment problems due to deteriorating terms of trade and rising oil prices in the early 1970’s posed a serious challenge to the

incumbent left-of -center regime that advocated greater state control and protection. Import restrictions created shortages of even basic consumer goods, greatly inconveniencing the general public. As mentioned earlier, high unemployment rates, particularly among youth led to widespread social and political unrest. The advocates of liberal economic reforms promised employment opportunities, higher incomes and consumer choice, all of which were attractive to a restless electorate. The landside victory of the United National Party at the 1977-general elections was the result of widespread popular support for the proposed liberalization policies, or at least, reflected the public frustration with the economic hardships that prevailed at the time. The newly elected government launched a policy package that facilitated the expansion of the private sector, relaxation of exchange controls and import restrictions and attracted FDI. Yet, external debts of the country have increased far more rapidly than FDI as well as official aid. (Table 1)

Table: 1 

FDI and External Debts in Sri Lanka

	
	1970
	1980
	1990
	2000
	2002

	FDI (million US $)
	-
	-
	33
	173
	230

	Total Ext. Debt
	265
	1667
	5783
	9031
	9291

	% of GDP
	16.1
	41.4
	72.0
	54.5
	56.1

	Official Aid 
	-
	-
	479.0
	200.8
	179.7

	Aid per Capita
	-
	-
	28.1
	10.4
	9.4


Source: Poverty Statistics / Indicators for Sri Lanka. DCS, SL, 2004

The impact of economic liberalization on the structure of the economy, income distribution, and the formation of social classes has been highly significant. Space does not permit a detailed discussion of the nature and extent of change that followed. So, the discussion here is only a very brief overview.

As table 1 shows, agriculture that accounted for about 35% of the GDP until 1970, has continued to decline in significance. By 1980, it accounted for 26% of the GDP. By 2002, it had been reduced further, to just over 15% of the GDP. On the other hand, manufacturing sector has expanded over the same period. It accounted for only 3.9% of the GDP in 1950 and had increased to 15% in 1978.It increased further to 29% by 1980; this expansion took place largely prior to economic liberalization. The sector also expanded after liberalization and stabilized around 29% of the GDP in 2002. It is the service sector that has expanded continually. This sector accounted for over 50% of the GDP by 2002. (See table 2 & 3 below) Overall, GDP growth over the last fifteen years has been around 5.5% per annum. (UN, 2006) 

Table 2:

Sectoral Composition of Sri Lanka’s GDP (%)

	
	1970
	1980
	1990
	2000
	2002

	Agriculture
	34.7
	26.2
	22.9
	16.0
	15.1

	Industry
	20.6
	29.8
	27.3
	28.5
	29.0

	Services
	44.7
	44.0
	49.8
	55.5
	55.9


Source: Poverty Statistics / Indicators for Sri Lanka. DCS, SL, 2004

When we look at the manufacturing sector, it is the readymade garments production that has expanded as it has taken advantage of the availability of cheap labour in the country. Though the wages in the manufacturing sector were attractive enough for the rural unemployed and underemployed persons, mostly women to migrate to urban areas and accept such employment, continually declining value of the local currency against foreign currencies
 and rising cost of living made employment in the manufacturing sector much less attractive. As a result, more and more workers began to look for overseas employment. Opening up of the labour market in the Middle East and East Asia for, unskilled and skilled workers created opportunities for Sri Lankan workers, mostly women, to engage in more lucrative work there
. Though the wages in the Middle East, particularly for unskilled domestic work, continue to be relatively low in comparison to international standards
, they are much higher than what is paid in Sri Lanka for similar work. Since the wages are earned in foreign currency, workers employed overseas are not adversely affected by the continuing and steady depreciation of the local currency. In fact, they continue to earn more in terms of local currency.

Increasing integration of the Sri Lankan economy with the global economy after economic liberalization has altered the structure of the domestic economy. Migration of labour from rural to urban areas and later to overseas markets has created labor shortages in areas where there has traditionally been a labor surplus. This has naturally led to a wage escalation in rural areas. Given the labour intensive nature of rural agricultural production, this development has made agricultural production unprofitable for many
 small-scale farmers. Many farmers with small parcels of land have already abandoned agriculture or converted their land to less labour intensive crops. This is evident in many parts of the country. The most adversely affected sector is rice production. Rice producers have been agitating for higher prices and various government subsidies. The increasing price of locally produced rice has made imported substitutes like wheat floor more attractive to low-income groups.

Table 3:

Sectoral Composition of GDP/GNP, 1950-1996

_____________________________________________________________________________________________

Sector



1950
     1961
1970
     1978
   1988

1996_

Agriculture, Forestry and 
49.8
      40.7 
35.0
      28.7
    23.3

18.4

Fishing



Mining and Quarrying

0.2
        0.5
  0.7
        2.5
      3.0

  2.5

Manufacturing


3.9
      11.6
13.8
      15.3
    17.2

21.0

Construction


7.1
        4.2
  6.2
        8.3
      7.2

  6.9

Electricity, Gas etc. 

0.4
        0.1
  0.2
        0.9
      1.3

  1.4

Transport, Storage and
  
7.5
        9.0
  9.4
      11.0
    11.7

11.6

Communications

Wholesale and Retail Trade
8.2
      13.0
14.3
      19.3
    21.5

21.7

Banking, Insurance and

0.4
        0.9
  1.2
        3.0
      5.2

  6.1

Real Estate

Ownership of Dwellings
7.1
        3.5
  3.1
        3.5 
      3.1

  2.3

Public Administration

5.1
        5.2
  4.7
        3.0
      5.2

  4.3

and Defence

Services n.e.s. 


10.2
      12.2
12.2
        4.6
      3.8

  3.7

Net Factor Income from

       -0.6

Abroad_________________________________________________________________________
GDP/GNP


100.0
    100.0
100.0
    100.0
   100.0
100.0_

Except for 1961, GDP data is given

Source: Snodgrass (1966) and Central Bank of Sri Lanka, Annual Reports, various years.

Post-independence regimes in the early decades since independence actively promoted import- substitution industries, besides striving for self-reliance in food production. A range of import- substitution industries were established in different parts of the country that  included  sugar , steel , textiles ,  rubber-based products, chemicals, cement, timber, glass, tiles, ceramics, and paper. As mentioned before, the result was the expansion of the manufacturing sector from just 3.9% of the GDP in 1950 to 15% by 1978 (see Table 3 above). These industries were managed as state enterprises and were mostly located in rural areas. The adoption of liberal economic policies in the late 1970’s led to either dismantling or privatization of such industries. The inflow of cheaper imports has wiped out some small industries. For example, there were about 200,000 handlooms in the country operated by thousands of rural households in the mid 1970’s. Almost all these handlooms became redundant after economic liberalization when local handloom products could no longer compete with imported industrially- produced textiles, which became more popular even among local consumers. Export-oriented garment manufacturers were allowed to release a certain percentage of their production to the local market, making such products available in all parts of the country.

Following the adoption of liberal economic policies in the late 1970’s, Sri Lankan government encouraged Western donors, both multi-lateral and bilateral to get involved in Sri Lanka’s development process. The then government attracted donor funding for major state sponsored development projects. The most important among these was the multi-purpose Mahaveli river diversion project, which involved the construction of several large reservoirs along the Mahaveli river basin and resettlement of several hundred thousand families in down-steam agricultural settlements. (Muller and Hettige,1995). Availability of donor funding made it possible for the government to invest in road development projects, rehabilitation of irrigation infrastructure and urban development projects. On the other hand, private sector investment tended to concentrate in urban areas, particularly in Colombo, the capital city. As a result, Colombo’s skyline and the landscape changed rapidly from the late 1970’s onwards. Much of the private investment went into the service sector. Private hospitals, luxury apartment complexes, high rise of office buildings, tourist hotels, retail outlets, international schools, and financial services. were the key areas of private investment. The primate city of Colombo that emerged during the British colonial period as the country’s business and administrative center became even more important after 1977. Increasing external linkages through export- import trade, financial services, development assistance, etc. have made Colombo the most attractive destination for both the poor and the rich alike. While poorer people come to Colombo for more lucrative employment opportunities, the affluent people from all parts of the country are attracted to it by the availability there of the best services in health, education, recreation and housing. The highest earning professionals are also concentrated in Colombo
. While the rapidly increasing demand for land in Colombo led to a dramatic increase in land prices in the city, not so affluent migrants were pushed into the periphery of the city. As a result, Colombo’s suburbs recorded the highest rates of population growth after economic liberalization. Those who settled down in the outer suburbs became daily commuters to the city. 

Given the above developments, it is not surprising that the Western province accounts for about 50% of the country’s GPD (See Table 4). The gap between the Western province and the rest of the country is very wide. Those who are living in and around Colombo are endowed with far greater resources than those who live in outlying provinces. The former have the best schools, the best hospitals, and better physical infrastructure and also earn the highest incomes in the country in comparison to their rural counterparts
. 

Table 4:

	Provincial GDP and population shares, 1990-2003

	Province
	1990
	1995
	2000
	2001
	2002
	2003
	Population shares 2003

	Central
	12.1
	11.7
	9.4
	9.4
	9.4
	8.9
	12.9

	Eastern
	4.2
	4.6
	4.5
	5
	4.9
	5.5
	7.9

	North Central
	4.8
	6.3
	3.9
	3.7
	3.9
	3.9
	5.9

	Northern
	.4,4
	3.1
	2.2
	2.4
	2.6
	2.7
	5.7

	North Western
	11.1
	9.6
	10.4
	10.7
	10.1
	9.4
	11.4

	Sabaragamuwa
	8.1
	7.7
	6.7
	6.4
	6.9
	6
	9.5

	Southern
	9.5
	9.5
	9.4
	9.7
	9.7
	9.8
	12.1

	Uva
	8.1
	7.7
	3,9
	4.6
	4.3
	4.4
	6.3

	Western
	40.2
	42.3
	49.6
	48.3
	48.1
	49.4
	28.4


Source: Sri Lanka Poverty Assessment

In spite of the changes outlined above, Sri Lanka’s population is still largely concentrated in rural areas. This does not however mean that most rural inhabitants are dependant on agriculture for their sustenance and derive incomes from local resources. While many rural families earn non-farm incomes, at least partly to supplement their farm incomes, many others rely on externally derived incomes, either from urban areas or overseas. These externally derived incomes help many rural families to cope with increasing costs of living but do not necessarily enable them to escape from poverty. This is the main reason why rural poverty remains an intractable problem. 

The situation in the plantation or the estate sector is even worse in terms of the incidence of poverty. Plantation workers
 employed by plantation companies often have low but regular incomes. Their family earnings derived from regular wages often exceed the conservatively determined poverty line and therefore, disqualify them for income support that many rural families have access to. Plantation workers are thus compelled to rely almost entirely on their meager wages.  This makes the incidence of poverty in the plantation sector more widespread than in the rural sector. Given the higher concentration of wealth in urban areas, poverty there is mostly concentrated in urban slums and shanties.

Two important questions arise from the discussion so far. Firstly, why does poverty continue to be a major problem in Sri Lanka in spite of steady economic growth as evident from increasing GDP per capita which has exceeded 1000 US dollars by 2006? Secondly, why is poverty so unequally distributed in the country in terms of spatial and sectoral differences? In the next few pages, as attempt is made to respond to these two questions. 

Economic growth and increasing GDP do not benefit all income groups equally. As the available evidence shows, lower income groups have not benefited much from increasing wealth. Their tiny share of the national income has either remained the same or even declined over the years. (See Table 5) On the other hand, higher income groups have gained from increasing wealth and their share of the national income has increased
. Since higher income groups are mostly concentrated in urban areas, it is the share of the rural and plantation sector population that has either remained stagnant or declined.

Table 5:Income Distribution in Sra Lanka
	Income Group
	1990
	2000
	2002

	Lowest 20%
	5.2
	5.4
	4.8

	Highest 20% 
	51.3
	50.3
	52.8


Source: Poverty Statistics / Indicators for Sri Lanka. DCS, SL, 2004

A recent World Bank report on poverty in Sri Lanka (World Bank, 2007)has described the poverty trends in the country, in particular the spatial distribution of poverty but offers no plausible  explanation for persisting high incidence of poverty, particularly in rural and estate sectors. Even the estimates of poverty are conservative as the poverty line used is unrealistic given the high rates of inflation over the last several years.

Table 6:Consumption poverty rates in Sri Lanka. 

	
	1990/91
	1995/96
	2002

	Urban
	16
	14
	8

	Rural
	29
	31
	25

	Estate
	21
	38
	30

	Sri Lanka
	26
	29
	23


Source: World Bank (2007:1)

It is significant that urban poverty has recorded a marked decline in the 1980’s. On the other hand, reduction of poverty in rural and estate sectors has been marginal. How do we explain these dynamics?

As mentioned earlier, urban centers are endowed with superior social and economic infrastructure facilities, in comparison to rural and estate areas. Almost all professional groups such as lawyers, medical specialists, specialist teachers and architects, as well as business and political elites are concentrated in urban centers. Well-equipped schools, professional education establishments, fully equipped hospitals, major government offices, large business establishments, banks, finance companies, etc. are located in urban centers. Those who are living in rural areas are compelled to travel to urban centers to have access to better service. Most well to do parents send their children to urban schools. Rural youths also travel to urban centers to follow professional education courses. Even poor rural and estate residents seek medical treatment at private or public hospitals in large urban centers. 

Rural and estate residents who make use of urban services often have to pay for such services. Moreover, traveling to urban centers from remote rural areas costs time and money, which the poor can hardly afford.  On the other hand, better quality services in such fields as education and health tend to concentrate in major urban centers where the affluent consumers are congregated. For instance, most of the large private hospitals, fully equipped government schools and international schools are located in Colombo. This is understandable because no private investor is likely to take his investment into rural or estate areas where mostly low income groups are found. Moreover, influential groups like public servants, professionals and politicians are also living in and around large urban centers. These groups have been able to divert public resources to privileged state schools that accommodate their children. On the other hand, poor rural inhabitants often have no choice but send their children to poorly equipped rural schools where students’ educational performance is generally very    poor. Very low public investments in education has not helped address the issue (See Table 7)
Table 7:Public Expenditure as % of GDP in Sri Lanka
	
	1970
	1980
	1990
	2000
	2002

	Health
	1.6
	1.1
	1.1
	1.4
	1.3

	Education
	3.3
	1.7
	2.0
	1.9
	1.8


Source: Poverty Statistics / Indicators for Sri Lanka. DCS, SL, 2004

It is not surprising that lucrative employment opportunities are also concentrated in urban areas.  Even unskilled workers from rural areas migrate to urban centers looking for work. Besides the construction sector, retail trade and personal services are important areas in which itinerant rural workers are employed.   

The main reason for the exodus of rural workers is the inability to earn adequate incomes to cope with increasing cost of living. The rising cost of production of food crops has led to higher retail prices of such produce. Depreciation of the value of the rupee has meant that the prices of imported food items have also increased. Similarly, other consumer items such as transport, medicine and school requirements have also gone up in price. Malnutrition among children remains a critical issue in the country, is particular, rural and estate areas. (See Table 8)What is also noteworthy is that over 50% the country’s population falls below the minimum dietary energy consumption. (UN 2006) 

Table 8:

Malnutrition among Pre-School Children 

	
	Sri Lanka
	Colombo
	Other Urban
	Rural
	Estate

	Stunted
	11.7
	7.2
	6.0
	10.8
	30.9

	Wasted
	13.9
	10.3
	8.2
	15.2
	13.7

	Under Weight
	26.7
	17.0
	22.4
	26.9
	43.2

	
	16.7
	14.9
	11.6
	17.0
	20.8


Source: Poverty Statistics / Indicators for Sri Lanka. DCS, SL, 2004
A recently completed survey on socio- economic security in Sri Lanka
 has shown that nearly two thirds of the respondent households do not earn an income adequate to purchase their food requirements. If all these households that do not earn an income adequate to meet their food expenses are considered to be poor, incidence of poverty should be much higher than the rate of poverty measured in terms of a standard poverty line.

The respondents in the above survey were asked several questions regarding the adequacy of their income. The first question was whether their income was adequate to buy all their food requirements and was followed by another question, whether after meeting their food requirements, their income was adequate to meet their housing expenses. In the two subsequent questions, two other items were added, namely education and health. The following Table summarizes the data in the above regard.     

Table 9:

Adequacy of Income to Meet the Basic Needs. 

	
	More than sufficient
	About adequate
	Insufficient
	Total

	Sufficiency of Income for Food
	0.1
	38.8
	61.1
	100

	Sufficiency of Income for Housing
	0.2
	34.1
	65.7
	100

	Sufficiency of Income for Education
	0.2
	30.6
	69.3
	100

	Sufficiency of Income for Health care
	0.2
	32.5
	67.2
	100


Source: SES Survey 2005/ SPARC/ILO

It is evident from the above data that less than a third of the respondents report that their income is adequate to meet their basic needs such as food, shelter, education and health (See Table 9). This is most probably indicative of the fact that the increasing costs of basic consumer needs such as food, transport, medicine and education far outstrip the incomes of a large majority of the households. Hence, their desire to look for more lucrative sources of employment in urban areas or abroad.  

It is also significant that the stability of income over time varies widely across regions. In poorer districts, a majority of households report a worsening of their financial situation over the last few years. On the other hand, in more affluent districts like Colombo and Kurunagala, a large majority of households report a stable or improved financial situation. In marginalized districts, only a small minority of households report an improvement of their financial situation. It is thus not surprising that a majority of households in districts other than Colombo report that they are not satisfied with their present financial situation.

Table10:Percentage of Respondents by Financial Situation during the Last few Years and District
	
	Colombo
	Kurunegala
	Hambantota
	Ampara
	N’Eliya
	All

	Improved 
	33.80
	27.40
	15.00
	9.80
	18.10
	20.00

	Worsened
	20.60
	31.20
	52.30
	59.60
	35.30
	41.30

	Stayed same
	45.60
	41.40
	32.70
	30.60
	46.70
	38.70

	Total
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


Source: SES Survey 2005/ SPARC/ILO 

The financial situation of low-income groups can be adversely affected by an unexpected event leading to unanticipated loss of income or unplanned expenditure. The most   widely reported events are illnesses, loss of employment, and indebtedness, natural disasters and crop failure. Such unexpected events often lead to indebtedness, making the financial situation of low-income households even worse. The vast majority of households in poorer districts report that they owe substantial amounts of money to creditors, either individual or institutional. 

An important manifestation of poverty is the incidence of malnutrition among children. The lowest rate of child malnutrition was reported from the Western Province i.e. 21% in 2000, while much higher rates were reported from marginal regions like Uva, (39%), Central (37%) and Sabaragamuwa province (31%). As already pointed out, majority of households reported that their income was insufficient to pay for food requirements. Even food deficient households usually make an effort to feed their children, even at the expense of other household members. This probably explains why only a third of the children are reported to be malnourished, despite about two thirds of the households having reported insufficiency of income for food. 

Table 11: Malnutrition in Sri Lanka- Regional Variations
	Province level variations in child malnutrition (% of children 3.59 months who are

moderately or severely underweight) ,1993 -2000

	Province
	1993
	2000

	
	All Children
	Boys
	Girls
	All Children
	Boys
	Girls

	Western
	28
	24
	32
	21
	19
	23

	Central
	42
	40
	45
	37
	37
	38

	Southern
	39
	37
	42
	28
	24
	33

	North-Eastern
	na
	na
	na
	na
	na
	na

	North-Western
	35
	33
	38
	32
	31
	33

	North-Central
	48
	44
	53
	31
	28
	33

	Uva
	47
	47
	48
	39
	40
	38

	Sabaragamuwa
	42
	44
	40
	31
	39
	22

	Sri Lanka
	38
	35
	40
	29
	29
	30


Source: World Bank, (2007 b).

Distribution of Poverty; Towards an Explanation

As mentioned earlier, the most recent World Bank Report on poverty in Sri Lanka provides a detailed description of the poverty situation in the country. According to this report, poverty is concentrated mostly in rural and estate sectors and very much less in urban areas. The reports point out that There is a reduction of poverty in the country in general over the last ten years but the reduction has been margined in most parts of the country. On the other hand, wealth   has continued to concentrate in urban areas in particular, the Western province where lucrative Income and employment opportunities exist. In other words, economic development has been highly unequal in the post - liberalization era. 

Economic Liberalization and the New Division of Labour
Economic liberalization has resulted in a new division of labour between rural and urban areas. The dismantling of import substitution industries that were established in the 1950’s and 1960’s led to loss of considerable industrial employment in rural areas. For instance, closing down of sugar factories led to loss of not only factory jobs but also income opportunities for out-growers of cane sugar. Influx of cheaper imports made many   small industries unsustainable and unprofitable. For example, cheap imported household utensils   made of plastic, aluminum, etc. became more attractive to consumers than locally produced items. For instance, aluminum pots became more popular than pottery products. Similarly, cheap plastic bags almost totally replaced bags and containers made of local bio degradable raw materials. Synthetic mats have replaced mats weaved by rural women using natural raw materials such as reed. Shortage and increasing cost of labour have led to higher cost of production of handicrafts.

Agriculture thus became the almost exclusive mode of employment and   income for people who continued to live and work in rural and estate areas. Yet, as mentioned earlier, increasing cost of labour made many agricultural activities not very profitable. So, more and more rural and estate families were forced to send   their family members   to work in urban areas or foreign countries. The remittances sent by migrant workers helped rural families to cope with increasing expenditure of food and other needs. These families have been forced to spend money on public services such as education and health, which were available almost free two to three decades back. Increasing competition in the education sector due to widening disparities between rural and urban sectors has compelled even low-income families to spend money on private tuition, which was rare in remote rural areas several decades ago. A recent study showed that school children even in remote villages  had to spend money on private tuition that supplemented school instruction and helped them perform better at national examinations such as GCE (O/L) and GCE (A/L) .On the other hand, most of their parents reported that they did not resort to private tuition when they were in school. Almost 80% of the youths interviewed reported that they resorted to private tuition, while only about 11% of their parents had relied on  private tuition when they were young. (Fernando and   Hettige, 2005)                   

Given the wide gap between rural/estate and urban educational facilities, those rural parents who can afford to send their children to well equipped schools have done so. This also contributes to higher cost of education, which the poor can hardly afford. As mentioned above, even the poor have tended to spend money on private tuition in order to help their children to do better at national examinations. (See also WB, 2007:58).This desperate attempt is understandable in view of the fact that people with higher educational attainments have usually overcome poverty and continue to do so even today. (WB, 2007:57)Poverty is understandably the highest among those with no schooling and the lowest among university graduates.

Similar disparities are also evident in the health sector as well. Increasing concentration of better health facilities in urban centers and the rapid expansion of the private health sector have compelled rural and estate residents to travel to urban centers to seek better healthcare. Overcrowding at urban public health facilities has forced patients to rely on private consultation services provided by private hospitals in Colombo and other large urban centers. Most of the public sector health specialists also provide their services at these private clinics. They are permitted to engage in private practice outside normal working hours. Some have resigned from the public service and joined the private sector altogether. When one visits private clinics for specialist consultation, one has to pay not only consultation fees but also other expenses.  These include cost of medical tests and prescription drugs. Given the fact that most people have no health insurance cover in Sri Lanka
, Such expenses are incurred as out of pocket expenses. Long distance travel involved in accessing such private healthcare facilities costs considerable amounts of money by way of transport expenses, loss of wages and other incidental expenses .All these add up to a large sum of money which low income rural and estate families can ill afford. This naturally results in widespread indebtedness among low-income groups, making their situation worse.

Apart from the above social sector services, other infrastructure facilities such as water supply, roads, transport, environmental sanitation and electricity are also poorly developed in estate and rural areas, making the standard of living in many rural and estate areas far worse than in urbanized areas. Yet it is not possible for poor rural and estate residents to migrate to urban areas due to their inability to buy land and housing property there. Most people in rural areas have their small plots of land and dwellings
, however small they may be. Besides, they also have some cash income or other sources of subsistence that sustain their families. Given their small asset   base and low level of educational attainment, etc., if migrated to urban areas, they could only find their way into urban slums and shanties, a far less desirable situation than living in rural areas. This explains why poor rural and estate families retain their   traditional base and send some members of their families to urban areas as itinerant or temporary workers in order to earn supplementary incomes. As is well known, most garment factory workers in urban areas have come from remote rural areas, and often return to their villages after several years of employment. Their low incomes rarely allow them to settle down in urban areas. On the other hand, rural poor can hardly depend entirely on rural agricultural incomes alone, particularly in view of increasing costs of food, education, healthcare and transport.

Post independence regimes in Sri Lanka made considerable investments in rural infrastructure including health care and education facilities. The increasing influence of the leftist movement in the country persuaded left – of centre regimes that came to power in the mid 1950’s onward to take redistributive measures such as the introduction of food subsides, distribution of land among the landless, public transport facilities, etc. These measures made rural living more tolerable and sustainable. Import restrictions and import substitution industries created supplementary income opportunities in rural areas. The result was a sustained rural – urban balance and limited urbanization in the country. (Gunatilake, 1972)  

As discussed above, post liberalization reforms have altered the above state of affairs. Private investments in health, education and transport have diversified these sectors, creating a more competitive environment. On the other hand, investments are mostly concentrated in and around the capital city and a few large urban centers in the country. People living in all parts of the country are forced to travel to Colombo and other urban centres to have access to better quality services. Given the fact that wealth is also concentrated in several urban centres, more and more people are forced to seek income opportunities there. Many skilled and unskilled rural and estate workers have tended to migrate to urban centres looking for work .As mentioned before, many have migrated oversees. These developments have had an adverse impact on the rural agricultural economy and low income households. While the well –to- do households cope with the emergent situation without much difficulty, the low income groups, in particular the poor find it extremely difficult to have access to basic necessities due to increasing costs involved. This is mostly due to the fact that these basic goods have increasingly come under the pressure of the market. Inadequate, public investments in health, education and transport sectors have reduced the quality of publicly provided services, forcing even the poor to rely on private services most of which are concentrated in urban centres.

Conclusions

Available data from both primary and secondary sources help to describe the poverty situation in the country in terms of recent trends as well as spatial distribution. Patterns are quite clear. The trends and spatial patterns can be explained in terms of the structural changes in the economy, new division of the labour between urban and rural/estate areas, resultant concentration of wealth and private consumption in urban areas and the effects of increasing integration of the Sri Lankan economy with the global economy. Liberal economic policies have led to commercialization of hitherto publicly provided services such as health, education, and transport. Declining or stagnant real rural incomes due to high rates of inflation and rapid depreciation of the value of the Sri Lankan rupee have persuaded rural workers to migrate to the city or overseas. Yet, urban incomes for unskilled and semi-skilled workers are not adequate to have access to decent housing, adequate food and other requirements. For instance, the Sri Lankan rupee equivalent of fifty US dollars a month paid to factory workers in the Export Processing Zone near Colombo is grossly inadequate to maintain a household in an urban area. A senior executive working for a garment factory owned by a multi national company can easily spend the above amount for a single family dinner in a Colombo restaurant. To illustrate the point further, it can be mentioned that a factory worker might have to pay his or her entire monthly salary as rent for a single room in a decent house. Since this is not possible, garment factory workers usually live in crowed, sub-standard accommodation in the vicinity of their work place and stitch garments to be exportedto the United States and Europian Union.   

It is the above conditions that persuade low income groups to migrate to other countries, looking for higher wages. Some even migrate illegally, taking grave risks to their own lives. Many of the illegal migrants from Sri Lanka find their way to countries like Italy, Japan and South Korea.

Economic liberalization in Sri Lanka has not facilitated diversified industrial development. In fact, industrial development in the country before economic liberalization was far more diversified and dispersed. Industrialization after liberalization has been low skilled oriented, labour intensive and largely concentrated in a few urban areas.  Inadequate investments in human resource development and research and development (R and D) have prevented the emergence of a highly skilled workforce. Such a workforce is critical for the development of industries based on new technologies. As is well known, higher technology – based industries offer not only higher income opportunities but also paths for career advancement for upwardly mobile youth. Concentration of better quality health, education and other services in urban centres leads to the draining of financial resources from rural areas. Increasing cost of services leaves low income groups in rural and estate areas with inadequate resources even for food. This pattern will only persist unless adequate investments are made to improve rural education, health, and transport services. Since private investors are not likely to make such investments, public investment remains the only option. Yet, it is doubtful whether the vested interests both global and local, would permit substantial mobilization of public resources to combat poverty and deprivation among marginalized rural and estate communities in Sri Lanka.
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End Notes

� Unemployment rate was as high as nearly 20% in 1978 and was much higher among youth. The first major youth uprising in the country took place in 1971. Unemployment was a major factor that contributed to youth unrest at the time.(Hettige, 1992)





�  US dollar was equivalent to 8 rupees in 1970.Today one US dollar is equivalent to 112 rupees.  


� A few thousand migrant workers left the country in the late 1970s.Today; over 200,000workers leave the country annually for oversees employment. It is estimated that over one million Sri Lankan workers are employed oversees today, mostly in the Middle East. In 2005, over 220,000 workers left the country.(UN, 2006)





� Unskilled Sri Lankan workers in the Middle East earn about 200-300 US dollars a month. This is several times more than the wages paid to equivalent categories of workers in Sri Lanka. For instance, a garment factory worker earns about 5000 rupees, which is equivalent to 50 US dollars a month.  





� Most Sri Lankan farmers are holders of small land parcels. Increasing cost of production makes farming unprofitable for them. Increasing cost of labour has also had an adverse effect on farming.


� It is estimated that about 60% of the specialists in the health sector are concentrated in Colombo. The same appears to be the case for other professionals as well. There were 113 physicians per 100,000persons in the Colombo District in 2002, compared with 27 physicians in Monaragala , one of the most disadvantaged districts in the country.(UN 2006)


� Widening income and wage disparities between the urban sector on the one hand rural and estate sectors on the other hand, attracted more and more people to urban communities in particular Colombo and its suburbs


� Tamil- speaking plantation workers were introduced to the country by the British colonial government in mid 19th century. The remained marginalized from the wider society until recently, when they were finally granted citizenship rights.


� The most recently used poverty line is Rs Percapita. Given the rapidly declining value of the local currency, it is unrealistic to use this  poverty line to determine the incidence of poverty in the country





� ILO/SPARC survey on Socio- economic Security, 2005/2006, Colombo, SPARC,University of Colombo.


� Private expenditure in health (51%) has exceeded public expenditure in recent years (49%). (World Bank; 2007:52) This compares with 70%in Thailand


� Land reform programmes in the past resulted in redistribution of state and nationalized private land. So, most rural families have small plots of land. Most people in rural areas have secure tenure.(UN 2006)
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