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Ab!tract

In this paper an attempt is being made to discover and discuss the cur-
rent theoretical concerns on the issue ofeconomic and socialequity. Secondly,
an analysis on e@nomic inequality and its journey from eariy '1970s to 20'10
ls presented. Thhdly, policies attempted to bring about a greater equality and
It8 lmplications and their outcomes are examined. The timo dimension and'
lnoqualities in terms of oppo(unities, abilities, and spatiality are measured us-
Ing historical and cunent data available through income and expenditure sur-
voys. The impact of economic transition from closed to open model on income
dlstribution and the impact of prolonged civil conflict on spatial dimensions of
emnomic and social inequality is also investigated.

Also, the ctaim which is widely made known by the Central Bank, that
following the cunent groMh tajectory the per capita GDP would be raised
to US$ 4000 by 2015 from the current level of US$ 2922 (2012) is examined
uslng the current statistical svidences. The analysis suggestrs that, ifthe'head
and shoulde/' pattern of economic growth becomes a sustained feature, it is
highly unlikely to expect a significant improvement in the prevailing pattem of
income distribution, at least during the near future.

Kel|words: Eirnomics; Economic GroMh; Economic Inequality; Income
Economics; Social Equitr
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lntroduction

Economic inequality has existed for many historical periods in

different drmensions and its nalure, causes, and importance are open

to a wider debate. As economic inequality deals with the disparities in

the distribution of economic assets and income, ditferent societies have

varying perceptions of what is equitable. Although there is a consen-

sus that extreme inequality of income, wealth, or opportunity is unjust

and that efforts should be made to increase the income of the poorest

anti globalization sentiments.

The ongoing discussion on economic inequality is broadly dF

visible to reflect two key theoretical concerns as equality of outcome

and equality of opportunities. The issue is also debated under utili-

tarian and moral grounds. Equality as oppose to inequality has been

considered as one of the important issues in development and many

attemots have been made to uncover the main elements of equality as

it deais largely with moral values (Johns, 2009). In classical economic

literature two broad calegories of measurements of inequality do ex-

ist. Sen, (1999) grouped them under categories of (a) objective and

(O) normative. One set, measures the extent of inequality in terms of

some objective sense usually employing statistical measure of relative

variation of income. Others try to measure inequality in terms of some
'normative' notion of social welfare so that higher degree of inequality

corresDonds to a lower level of social welfare for a given total income

(Sen, 1999).

With the inclusion of social choices into the discussion of eco-

capability development and regional dimensions of development'
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A worldwide study (lN4F , 2007) on the impact of globalization
on income inequality, reported evidence to the effect that (a) over the
past two decades income groMh has been positive for all quintiles
in virtually in all regions and all income groups, (b) during the recent
periods income inequality has increased mainly in middle and high in-
come countries and to a lesser extent in low income counlries. Some
key factors that contribute to the change in inequality overtime are (a)
the role of technology which favors the high skill categories. lt could
greatly reduce demand for lower skill activities and increase the premF
um of higher skill aclivities (b) for a given level of technology, greater
access to education would be expected to reduce income inequality
by allowing to be engaged in high skilled activities (c) sectorial share
of employment, a move away from small scale agriculture to industry
could be expected to improve income of low earning people.

Development Policy

Overthe past few decades, policy makers and economists have
deliberated over the issue of selecting a proper policy mix to bring about
a balanced socio economic development in Sri Lanka.l Out of the two
sets of options which were widely supported for policy considerations,
one based on the relative importance of market driven groMh as it
llkely to trickles down to the poor. The other has been a programme
of direct intervention to help the poor and deprived, through resource
transfers to households. At the time of indeDendence, the Sri Lankan
parliamentary electoral politics have overwhelmed with the concept of
providing state resources for the beneflt of poor and deprived. During
th6 late colonial phase of 1931-1948, the colonial government's deci-
glon lo introduce the partial self rule which also served as a develop-
ment prelude to the emergence of the welfare state (Jayasuriya, 2004).

The socio economic policy choices at the time of Independ-
ence were heavily influenced by electoral politics as well as ideas of
Fabian socialists. Selecting policies for adoption therefore required a

consensus building among different ideological segments. Many have
consented to one of the two broad policy options i.e "growth later and

wealth distribution now and GroMh now and wealth distribution later-,
Sri Lanka'opted for the first option. The choice appears to be oblivious
as many politicians supported the advocacy of laissez-faire attitudes in

l.Notes and memos ofvarious visiting ec!nomics at the Planning Secretariat, Colombo
1S59.
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matters of economic policy during the early days of electoral politics.

Thus its early promise of new departures in political activity was never
fulfilled (De Silva, 1981 ). The initial policy choices have paid dividends
where the outcome indicators of those welfare policies have elevated
the country to "an outlier in respect of many social development indF

cators" (Bhalla & Glewwe, 1986) and the debate on the merit of policy

choices continued into later years with added interest.(Sen, 1986)

The essence of developmenl as perceived is that it must entail

sustainable and self reliant process oF improving the qualily of human

life in terms of need satisfaction in food, shelter, heallh care, education

and access to information; command over resources, access to eco-
nomic opportunities; and safeguards against violation of individual and

collective rights (Peiris, 2006). The policy of the government (Mnistry of
Finance and Planing, 2005)as annunciated is to accelerate the growth

rale not only to secure its place in the region as the newly emerging

economy but also lo increase that the country's economy is capable

of providing belter livelihood for all citizens, including those who are in

abject poverty.

Sri Lanka's' long{erm commitment to implement support led

security policies had showed the way to better achievements of social

development indicators and has become a test case (Anand & Kand-

bur, 1991). The option given to the poor to have access to productive

assets such as land that provide them with a resource to harnes eco-

nomic benifits rely on their absolute advanlage, that is labour This

option was tested during lhe land reforms in early 1970s with limited

and largely negative results. (Ministry of Land ,Land Development and

Mahaweli Development, 1 988).

Measuring Inequality

Economic liberalization initially unlocks the rigidities in markets

and opens up opportunities for the poor to have greater access to em-

ployment hence increased the annual income groMh of the poor' The

evldence suggests the reduction of poverty accelerated during the ear-

ly years of market liberalization.

Measuring income inequality in Sri Lanka has commenced

during the uheventful post independence low groMh regimes in early

1950,'s. The Sri Lanka case indicates that Income inequalities persist

even under a greater welfare distribution system which the lower in-
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GlniCoefficient

Economic Growth, lncome Disttibutioh ahd Social Equily in Sd Lanka

come groups of the society benefited the most. Labour market imper-
foctions and the distribution of other factor rewards and relative orices
may have affected the distribution of income amongst different seg-
ments of the society. Universal access to free education, health care
and food distribution has benefited even the middle income groups.
Thus those who established command over a bigger segment of re-
sources, appear lo have retained lhe greater share of income (Laksh-
man, 1997). Shown in Table 1.

Table 1: lncome Distibution 1953 - 1978

1963 1978

108 134 228 574

68 83 180 352

1.5

13.0

42.5

0.5

12.0

39.2

0.49

1.8

15.1

30.0

0.41

1.5

12.3

39.0

0.49

Source: Central Bank of Sri Lanka, Annual Reporls

At the time of political independence, the share of income re-
tained by the top 10 % of income earners was as high as42.50/.1953,
while the lowest 10 % to had 1.5 % share of total income. ln the inter-
venlng years with the introduction of some progressive policy reforms
lhe share of income retained by the top 10 % declined gradually to
39.2 % in 1963 and 30.0 % in 1973. However, as anticipated the share
of Income ofthe bottom 10 % has not increased substantially. Initially,
the share of income reduced to 1 .2 % in 1963, before increasing to 1.8
o/o in 1973. With the opening up of the economy in 1977 show a quick
reversing ofthe trend of income distribution where the income share of
the top 10 7o returned in 1978 to pre reform level.

The relative calm prevailed during early years of independence
tainted with the imminent changes in local political and economic land-
scape in early 1970s. Policy changes introduced in response to the for-
mation of international oil cartels and consequent increase in the price
of crude oil, affected the trade pattems of the country. Consequentially
the pnce hike of all imported commodities burdened the balance of
payment and the government compelled to 'lay foundation for an irre-
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vocable lransition of the economy to a socialist one' (Ministry of Land,

Land Development and Mahaweli Development, 1988). The increased

food prices in international markets required the government to curtail

imports coupled with a crop failure attributed to the delay of monsoon

rain, created a shortage of essential food items in domestic markets'

Apparent failure to raise foreign exchange at concessional rates

in international money markets which affected the import of food and

other essential goods, the government compelled lo opt for more in-

ward looking a closed economic model (Hewavitharana, 2009). The

essential ingredients of that policy were (a) imposition of capital levy,

(b) compulsory savings scheme 197111972to 1975/'1976 and (c) high-

er income tax rate from 65-80% for individuals and 60 % for compa-

nies. With restricted trade and little investment in intermediale goods,

the groMh of the economy was altered and unemployment begins to

nse.

Some progressive policies inlroduced during the pre indepen-

dent era influenced the equitable distribution of some basic essentials

which helped the poor segments of the society [o maintain decent

living standards during periods of slress. Embryo of the current so-

cial welfare state seeded with the establishment of a plethora of state

sDonsored r of government agencies to

imolement ading, pricing and distribution

during the 1940-1944. Those policies in-

tended to c markel vagaries and to assure

used for development activities

The socio economic impact of the posl war social welfare pol-

icies was viewed with a view to assess the social cost benefits of the

' vastly expensive ration food distribution system in the country (Dreze

& Sen ,1989f . By taking into account the relative importance of wealth

II;;Ef,JI"-G" of the v siting economists, Planning Secretariat' colombo

3. Sri Lanka can al alt afford to have programmes of public support In any way

comoarable with those of countries many times richer
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: ouru: Household income and expenditure suNeys-1981 to 2009/2010
Depaftmenl of census and saaflstlcs-Sn Lanka

,lIill|l)ution implemented thought quantity rationing of food Visariya
I 1,)ll1 ) developed measurements of inequality of income and expendF
luro lor drfferent sectors and suggested a ranking criteria for the iden-
Irlrr:rlron of the poor First. an imoutation of the value of the free rice
r,rlrolr drstributed to consumers lowers the indices of inequality. Sec-
,rrrrlly, inequalrty measures derived from the drstribution of individuals
, r( (;()rdrng to either the Per Capita Income (PCl) or Per Capita Expen-
rlrlurc (PCE) of their households are all lower than those based on the
rir:jlrrbution of households according to their Total Household lncome
( | I il) or Total Household Expenditure (TH E) respectively. Thirdly, if one
r)rck-.rs to comoare the distributions of households with the alternattve
r, rnkinq in terms of PCI and TH l, the differences beh/veen the inequality
r r( ), rsLrres are even larger, with the indices based on per captta ranking
( l| r(;c irqarn lower than the alternative

lncome inequality measured by the Gini coefficient was at its
I jwcrit In 1973 and since then income distribution has become more
r rr rr rrlr url with the Gini coefficient for spending units changed from 0.35
n l1l/3 to 0 47 in 1986/1987 and reduced to 0.43. in 1980/1981 Table
:' (;[r] coeffic ents forthe survey years of 1973 and 1986/1987 repre-
,;r,rrl llre immedrate pre and post economic liberalization periods where

t)rr lrberalrzahon period characterized by greater wealth distribution
,.orrDkrd wrth implementation of inward looking tariff policies Closed
i,( (rromy with price controls, quota restrictions and quantity rahoning
, rl krod, benefits the poor In contrast opening up of the economy cou-

l)1,'(1 wrth import tariff liberalization, improved the choices of the con-
,.r rrrrr:f and some inferior and expensive local products gradually lost
llr.r sllilre n the mafket

Table 2 : Gini Coefficient of Mean Income

Census Year

ll r:r n 1980,'1981 1990-1991 2002 2005 2009-2010

lirlrsehold

1l(){riarhold
lrl)(iriditUre

0.43 0.43 o47

036

o47

4.40

0.49

o37

rgrarnmes
res richer
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It is evident that income inequality which has been high during

1953-'1978 (Kurukulasuriya, 1982) period has reversed its trend during
1980s and maintained that to early 1990s a period marred by increas-
ing civil conflict and olher social disturbances. Nevertheless large re-

source inflows which came in the form of loans and grants contribut-

ed to the construclion of infrastruclure under Mahaveli development
programme. During the same period government offered incentives
to investors who favored to establish industries in industrial free trade

zone setuo near Colombo. Those new initiatives coupled wilh other

investment programmes of the government generated additional em-
ployment opportunities for the unemployed youth. lt may also be not-

ed that even though the relative shares of income of the high income
groups have increased, there is a possibility lhat the absolule incomes

of all groups have also increased, thus improving the living condilions

of all segments of the poPUlation.

The share of income of the higher 20 % of the population had

declined from 52.3%lo 49.4 % between 1986/1987 and 1996/1997

and the share of the lowest 20 % of income receivers had increased

from 5 lo lo 5.7 %. lt appears that the income transfer scheme un-

der the social welfare net is protecting the income of the poorest from

falling. The progressive tax and other policies of successive govern-

ments since independence have affected negatively on the share of
income retained by the richest 10 % of income receivers of the country.

However the debate on the impact of policy change on inequality has

re-emerged and one section argued that the post 1977 policies have

not been detrimental to equity objectives and may offer more promise

than those which they replaced (Pyatt, 1987).

lnequality of income over the years where

the too quinlile of househol increased their share

to 55.1 % in 200612007. continues with little
change 54.1 % in 20 Ine

poorest quintile 20 % i 4'5
ok comoared to 4.4 o/o ges

of the income shares ano

200912010.
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Economlc Growth, lncome Distribulion and Social Equity in Si Lanka 11

The quintile dispersion measured using 20:20 ratio of incomea
dlstribution is a reminiscent of distribution of income across house-
holds. The quantity dispersion ratio indicates that the household in the
lop 20 o/' earn 12 times more lhan the bottom 20 % . Thus Sri Lanka
hae maintained a comparatively large gap in income inequality.

Table 3 :Household lncome by Quintile 2009 / 2010

Lowest Low-Mid
200/0 209/. T8il" 

*'iHi"t* Tff' overarl

Housahold
lncomo Per
Month (Rs)

Psrcentage
of Income

Cumulative
Pcrcontage
ol lncome

8211 16062 35552

19.5

45.9

80

36451

10054.1

'100

100

13.18.8

13.3

4.5

4.5

Cumulative
P6rcsntage
of Popula-
uqn

Source: Household income and expenditure suNey-2009/201 0, Department
of census and slaflstics-Si Lanka

Reviewing incidence of household inequality at national rural
urban and estate sectors across surveys sheds more information of
th6 nature and the direction of migration of income inequality overtime.

Rcductlon of Poverty, Inequality - Pro Poor Policies

In pursuit of poverty reduction, successive governments since
Independence have introduced a number of public sector programmes
aiming at mitigation of poverty with limited success. With changing
economic realities in the country the emphasis on direct transfer of
resources to households, increased access to free education and
health care has been reduced and adopted the strategy of expansion
of labour market. Arguably both strategies have contributed toward a

better distribution of income among the target group (Department of

4, The ralio compares how much richer the top 20 % of populatioh are to the botlom
(pooresl) of a given population. For example 20.20 gap in Sweden is 4 times. UK 7

thos and US I times. This methodology has been adopted by UNDP in the Human
Dev€lopment Indicator reports.
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Census and Statistics- Sri Lanka, 2010)5 Thus it has been argued that

tn" ".*fn 
has indeed trickled down: that is food subsidies have been

repliced by labour income (Pyatt, 1987)'

free trade regime'

4.3a/a n 2011.

9. Food inflaiion far exceeds the normal Inllatr fr:iliJlffi
of nce av. 34.52 Kg in 2006 and 66 10 a kg In -'-';X
to food is 46.7% of total However extremJ po an B0 perceni

of thek total income forlood'
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L0)5 Thus it has been argued that

that is food subsidies have been

e of headcount Poverty indicate

onsumption poverty has declined
t0O2 - a rnarking decline in abso-

e. During this period rural poverty

I poverty in the estate sector has

l%. Poverty in the urban sector

the corresponding Period. Thus'

) sector who exclusively living on

m the adopted Policies under the

)2-2007, incidence of Poverty has

in 2002 to 1 5 .2 "k in 200612007

36 o/o in the rural sector aflribut-

headcount Poverty. The declining

inued turlher in the nexl four Yedl

)l2O1O and the incidence ol head-

by 41 % nationallY6. This Period
mi recovery Programl"e and lm-

rral wages together with declining
,d conjointly for the sharp fall of the

)wever the benefits of growth Per-

and growing inequality held back

rbour force declined kom 15I percenl rn

:nt in 2011. (Departnlent of Census and

) level of a pelson who meets a certain

mbo)

J in 2006 to 33.89/kg In 2009

re labourforce ln 1990 to 7.6% ln 2000 and

atlon during recent yeaTs fol Inslance prlce

in 2009 an increase of 91% Wetght g ven

poor familles expend more lhan 80 percent

t ' , 'tr'r r {)()wIlt. lncane Distributian and SacialEautv in Sri Lanka 13

ljrl),ll 16 3

li r lr, rl 29.4

| ,l,lltl 24 5

All l.,l;rtrrl 26 1

14.0 7.9 6.7

30.9 24.7 15.7

38.4 30.0 32.0

2B.B 22.7 15.2

llrr,rcrlrrclron of povedy during 1990's. The recent data indicates thai
rr rr r r :; r:;ing income inequality during the last decade is receding, the
, lr, rllongc oI accelerating groMh outside the western province remain
l, r l)c tosolved.

Table 4: lncidence of Poverty by Economic Sectors

:i,.(iror 1331 13!! zooz

Percentage
2006 2009 Change between
2007 2010 200612007-

2009t2010

8.9

',,'rtrtr: Dr:parlment o/census and slatstics-Sri Lanka, survey repofts 1990
to 2010

However the sharp fall of incidence of poverty during a period
r lr rr rr:k:rized by the escalation of internal civil conflict, global food and
lr r.,:;rl f rrcl price hikes, global financial meltdown and high domestic in-
ll rlrorr rarse some doubts on the robustness of the national poverty
| | !. I hese inaptnesses show the way to cast aspersion on the poverty
lr rr., rl self. However it is worth mentioning that the present poverty
lrr nre;rsures only the ultra povenylo based on US $ I a day concept.
Ilr'(Iolrate on constructing a poverty line to reflect the real consumeT
rrr.r'r l:r In a rapidly advancing economy is continuing without reaching
( r)lr( (llstls.

Apparent inadequacy of policies of the state to address income
rrrcr 1rI rlity led the government to pursue the concept oJ pro poor growth
.r., rrn cffective measure to reduce the inequality during the process
rrl rlowth (Papanek, 2004). The extent to which groMh is pro poor
rlcpr:nds on how much a chosen measure of poverty changes. The

lrrocess will lead to better distnbution of resources and improving living
'.1;rndards. Pro poor growth means the falls more than it would have, if
rrrr:ome had grown at the same rale (Ravallion, 2004).

The available evidence suggests Shown in Table 4 that the im-

lrrrr;t of unguided growth neither does increased income of the poor

10 Ultra Poverty'defines as a person whrle spend/ng 80 % or more of his income on
l, !,(l yet acqurres less than 80% of h s daily calorie requiremenls.

5.3

9.4

14I
401

62.8

41.4
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nor reduces inequality and therefore groMh alone is not expected to

reduce the income distribution gap between the rich and the poor' The

relationship between the annual per centage change in the GDP per

capita and corresponding annual per centage change in income of

poorest 40 % of the households through 1953 lo 2002, for example,

show a weak and low correlation.

ot 8.3 % in 2011 .

r USAID (2004) found that erratic

I 9 1953 to 2002 failed to show a

s between Grolvth and Poverty

14 Si Lanka Jounal of Advanced Social Studies Vol.3 - No 1 June -2013

The relationshio between economic growth and poverty points

to an influence of an independent variable for the annual per centage

change in income of the poor, besides the GDP growth'

'tt. Head 
"M 

shoutder movement of prices i.e' "rise to peak and subsequently decline

and rise again but not to the second peak level"

Figure 1: Annual GDP Growth 2000-2012

10

8

2

0

HHHgEFHHEEH
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Eoonomlc Growth, lncome Distribulon and Social Equity in Si Lanka 15

T.ble 5 : The Retationship Between Growth and Povefty Sri Lanka
) qroMh alone is not expected to

'eiveen the rich and the Poor The

r centage change in the GDP per

rer centage change in income .of
ough 1953 to 2002, for example

asured in terms of annual Per cent-

5 are therefore not entirely an un-

at no time in its recent history had

rstead had shown an isolated: high

for USAID (2004) found that enatic
'ino 1953 to 2002 failed to show a

ip 6etween Growth and Poverty'

tP Growtlt 20002012

rconomic growth and poverty points

: variable for the annual per centage

iides the GDP growth.

rs i.e,'riss !o peak and subsequently decline

( levgl'.

P!rlod Annual Change in GDP
Per Capita

Annual Change In Income of
Poorest 40%

1953 -1963

1983 .'1973

1978 -1979

19€9 -1970

1978 -'1979
196't -'1982

1986 -1987

1985 -1986
1990 -1991

1986 -1987
1998 -1997

1990 -1991

1006 -1997

1995 -1996
2002

2002.2005

2006.2007
2009 -2010

0.4

1,8

2.5

0.8

4.4

0.8

2.4

3.2

2.3

1.9

2.2

3.4

6.4

2.3

0.1

1.0

0.6

0.6

NA

0.6.

Notc i Par capita GDP grew from Us$ 1421 in
68.8% and with an annual GDP arov',lth
pdces.

Sourcc: lndependent calculation 2002-2005-2006/2007-2009/2010 using
Central Bank Annual Reports Pro Poor Growth A Guide to Policies
and Programmes (USAID, 2004)

Papanek infers that a long term and consistent high growth is a
prrrequisite for reasonably acclaimed income distribution and equity.
Supporting this claim in a recent IMF study by Berg and Ostry (2011)

rcmarked that the empirical literature on growth and inequality howev-
rr has missed a key feature of groMh process in developing countries
nrmely its lack of persistence. They argue that the length of growth
la vltal for income distribution and reduction of inequality. Taking data
fronl an extensive survey Ravallion (2007) infers that among growing
aconomies inequality increases about as often it fell.

2006 to
rate of

US$ 239 in 2010
6.4 % in cunent
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sri Lanka raumat of Ad'u!!9!9g]]19!91!98:!L!:!9t1 June -2013

n ,tuOy * ,n" ramiflcation of adoption of p-ro 
-"^1?ltt*:'?H^ o,sv.r v" ' - .llustrate that in contrast to the pop-

policies in developing coufines,,ll ,^^^ in^r,irahh/ ae noor
ffi ;; r'' ;;i i# i n"eq u a I itv wi | | ri se mo re.or l:-':^'l:", 

:tl' 
":'t",T 

.1?::##ffi il, ;;;;;l;tti" or no correration I 

" :i:!iilYi:d":1i::
ff :Hffit;il;lil;;'"i";orporicvoptionsro::.:"1,":'-"*Y::
ffi;i iffi;;;nsiJereo impruoelsl ll l:1""1f" "*"iliil;l[i#.#';;"";;ing .;gg"'ti t'"t policies aimed 

?l l:glgli:l:::
accumulate productive assets - especiall{ P"l"i":-9. ]T?:t]",:":::::auuurrrurdro Prvuvvwwv -'---- 

aoopted in a relatively no distorted
ing, heallh, and nutrition - when 

-i- +^- ^^hi^.,inn hinhcr oroMh
lli;ili,llii: 1'" i.tii"" "tiu'n"ni' 

ror achievins hieher srowth

(Bruno et al., 1996) .

Spatial Inequality in Development

Since the opening up ot the economy during the-latterpart of

1970's, inequality has been on the rise lnequality measures by Gini

"""trci."iii-"'olenrerativervrow ;5?::fi"[",]::"tt,XT:;
e evidence from a recent

Slatistics- Sri Lanka, 2010) reveals

income (mean=0 48) for urban

and 0.41 resPectively and indi-

in the urban sector followed bY

household income inequality mar

ban, rural estate sectors are 0'

of Gini ratios varies between d

0.37 the average ratio remain

livinq standards of the western

Distiict declined from 0 53 in 2

GamPaha District income disPari

the corresPonding Perloo'

Household income and e

2007 shows that the 4'8 % shar

while the richest 40 % received

20% received 5.7 % share of inc
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,f adoption of Pro equality growth

jtrate that in contrast to the PoP-

e more or less inevitably as poor

correlation in inequality and rates

)olicV oplions for economic devel-

)nt al the time of its adoption, the

policies ai

)eciallY Pol
dopted In

enls for a

t

I economy during the latter Part of

r rise. lnequality measures by Glnl

during the Periods of closed econ-

rise wlth the gradual opening uP of

)70's The evidence from a recent

Stat tics- Sri Lanka,2010) reveals

hold r urban

0.46 nd indF

rwn i weo DY

lat 80 % of total household income tn

I 
' 
,'t|rt|. Ctowth, lncame Distrlbuhon and Social Equity jn Si Lanka 17

llx ' (;ountry left to share only 45ok of the total household income of the
r | [|ltry.

Income inequality has a rural urban divide, appear across prov-
rrrr r:s, particularly between the western province and rest of the prov-
rrrccr; and a marked divide between north and east cluster of districts
, rrrr I rost of the country Inequality between rich and lhe poor are also
wrrk:ning. The province wide comparison of Gini coefficient shows
llfilt tlrc highest inequality ot 0.51% is from Central and followed by
I ;. rl,r rragamuwa 0.50% and the Eastern province reported the lowest
0 :l:J,t,.

It has been noted that the reduction of poverty is gradually re-

lr rrlrrrq lrom nonwestern province districts. Nevertheless information
r', .;r:rirtchy to make a meaningful assessment of poverty levels in the
r r rr rllir;t affected north and eastern provinces. A few observed dispari-
lrr, ; l)r jtween the western province and rest of the provinces are shown
rrr l.rllkr 5.

Restrained movement of investors with Intensification of civil
r orrllirl since 2004, affected the expansion of industrial and service
'.',r:lor irctivities outside the western orovince led to the development of
, rrr r r;orromic enclave, leaving little or no high growth in the periphery
I lrr.; grromoted the regionalization of wealth as well as concentration
r,l rlowth to a few selected sectors and industries. Outcome ofthose
,l,,vr:krprnents reflected in the regional distribution of income. Majority
, 
'l wr,;rltlr creation has concentrated in the western province.

Available evidence points to an increase in the regional in-
r 1rr. rlrly in development since the open up of the economy in late
lil/0r Ihe evidence available also suggests that the development
prrxlirrnres in the past helped the rich to get richer while the poor
r',.r1x'rl little or no benefits from many of those policies of the govern-
nxIllSri L
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45% of the Production, by the other 8 Prov-

28% Population inces (About10% or
Less for a Province)

shares of the western Province
National Income

Economic
Growth

Rest of the Prov-
inces

Nearlv2/3 of the Econo- Over 1/3 of the Econ-

my in Services omy in Agriculture

6.3% (1997-2006) 3.6% (1997-2006)
Annual Per Capita Annu;l per Capita
Income ln.^mF j996 USg520,
1es6-us$1,1672006- lni'o'i]ssase
us$ 2118 Gfowtn 6.1% 6ii*i'o.nr" t'lnrt-
(1997-2000) A Middl" zooo)
lncome Country

Equity of Poverly Incidence in

crowin Poverty Declined from 2006 at 18 4%' More

19% in'1990 to 8% in than Double that of

2006107 Western Province

Gini (Disparity)ratio is Disparity low but

High 0.41 (2006-07) and Unstable

Stable Per CaPita ExPendi-

Per Capita Expenditure ture GroMh at 20%

GroMh >40% 1gg7-2o02 for the Provinces from
1997-2006

Unempfoyment 5.7U 6'90/' -

I

Unplanned groMh initiatives and the

service sector activities in the open economy
increasing share of the

led to the overly groMh

Table 6: Provincial Disqarities
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I I t'ttrt t (;n)wUi, lncame Distribulion and Sacial Equity in Sri Lanka

' 
,l llr(: lx)rt city of Colombo in the western province. Setting up of a free
lr.rl:,/one to attract export led investments in the island pulled the
',Irl|r:rl;rnd unskilled workers to factories located in the free trade zone-
llrr, irriti;rl advantage held by the western province has consolidaled

, rrrr I r rxpanded by accounting for 5 1 .4 % of the share of annual GDP in
.'l)04 lcirving other eight provinces to share the balance 49 %. A slow
'.lrll ol share of the GDP has shown during the last eight years where
llr| rkrrrrinant share held by the western province declined by 12 %
rIrrrrrr; 2004 to 2009. Share of GDP held by southern and North West-
,.rrl)rovince with attracting new production investments increased to
l(l 2 '2, and 10 3 % respectively leaving the conflict torn areas to retain

, r rrrcrrrrcr share of onlv 3 to 5 % ol GDP

Table 7 : share of GDP by Provinces

I tr (,vincc / Year

19

Rest of the Prov-
nce inces
@
duction, bY the other 8 Prov-

r inces (About1o% or
Less for a Province)

e Econo- Over 1/3 ofthe Econ-
omY in Agriculture

oP) 3.6% (1e97-2006)
PlIa Annual Per capita

Income 1996 U5$520'

' .1":2-", 2006 us$ 838
flln b rTo 

Growth 4.9% (1997-
Middle 2006)
v

ed from
)8%in

)ratio is

)6-07) and

penditure
1997 -2002

Poverty Incidence in

2006 at 18.4%, More
than Double that ol
Western Province
Disparity low but
Unstable
Per Capita ExPendF

ture GroMh at 20%
for the Provinces from

1997-2006
6.9%

2009

:n)lllllr) l

: ;, rlr, r, r( lilTluwa
{,'.|lltirl

| , r',ll )t I I

N,,rllr Wcslern

fJ0rllr ()ontral

fl, ,llr, I|l

51.4 50.8 48.4 45.1

10.5 14.2

6.3 6.3

8.9 9.6

4.5 4.6

5.0 5.8

9.6 10.3

3.9 4.8

2.9 3.3

49.7

9.9

6.0

8.6

o. l

9.2

3.7

2.4

8.9

6.4

9.2

4.3

4.9

8.5

3.6

2.9

8.9

6.4

8.5

4.5

4.7

8.9

4.3

3.0

50. 1

10.0

6.1

8.8

4.3

4.9

9.1

4.0

2.4
iino. Centrat Bank ot ri Lanka Depatl-
:s virtous HIES rePon 1990-2007

nt declined appreciably over the years

nt ratio declined, nevertheless the lev-

]rabilitv remains at unacceptably high
'ity of the people live outside the west-

;tate sector has improved at a slower
j changes in the western province and

)ars to have less evidence to suggest

)roduced greater number of well paid

rent does not provide evidence to bet-

n among the Poor'

:ives and the increasing share of the

pen economy led to the overly growth

:rrttt r: CaDtral Bank af Sri Lanka, Annual Repofls

Ooncentfation of wealth creation activities in lhe Western Prov-
rrr r. (:onlinue unabated. However with the heavy investment projects
rxrvrxt out of the western province, the relative share of the GDP in
llr. wo:ik-.rn province has reduced marginally during 2003 to 2009.
:;Irrr n(] major investment projects with the caPacity to create large
,,rrrplryrrrent opportunities shifted to non western province districts, it is
( lrllr(: lt to assess the improvement of the groMh process and employ-
rrr,'rrl r;rt:ation in those areas. Though investments on infrastructure
Ir,rvr: rrx)ved to the north and the eastern provinces since the seces-
',rrin of hostilities, the socio economic outcome of those inveslments
, rrc yr:l to be evaluated''?.

1.r Norllrrrrn road and fail road improvement, Jaffna water suPply project, Oluvil

t",rl r(,irstal road network connectrng south with Monaragala, Arugam bay, Ampara,
ll,rllr {,loir and trincomales has been cornpleted.
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Inequality in OPPortunities

econorxic inequalities in the country.
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r capabilities, including such free-

), to read and write' to escape Pre-

) the family irrespective of gender,

as well as adversarial politics not

also affected the opportunities they

{Dansion. However within the con-

re, room for inequality persists and

ay lead to a worsening of social and

v.

fammes such as free education and

to escape poverty especially those

.he prospects of enhancing their in-

rtion for example while 53 % of boYS

,ral Certificate of Education Ordinary

ural schools was 27 %. Girls do little

rate in the urban schools was 61 %

ls. In health sector incidence of low

rave reduced to 10 5 % in Colombo

ict, the LBW rate remains aI3 
.8 "k

lolombo. These findings are n I un-

f under nutrition measured using un-

'ict variations while Gampaha district

nding figure for Badulla is 32 8 %

:f free education for more than sev-
'Ministry of Education, 2008) in the

cener;l certificate of Education Ad-

% in all schools Of which less lhan

itudents for engineering and medical
:urther 1854 schools have advanced

rts subjects. lvlost of the schools hav-

m are iocated in urban or semi urban

r economically poor families in rural

'air access to science education The

lchers teach inadequately in schools'

for public exams are now choose to

nent school education Thr'rs the like-

es to gain entry into more rewardlng

licine ind engineering in universities

I it)wllt h)came Distribulion and Social Equitv in Sri Lanka

r. r.nrrrkr ns many university aspirants of engineering and medical
| , .l rl, ( | r;r rl)lccls have to share at least part of the cost for tuition, many
tr,l,.rlri f{)r the faculties of englneering and medicine are invariably

, ,,rrrrrrrl lronr relatively well-off families (Wodd Bank, 1996). Over the
, llro condition have deteriorated further and the courses which
l)r:ltor employment opportunities were effectively snatched by the

, lrrl, lrr .r r of middle and upper income families on affordability consid-
,'r.rlrrrn.; The emerging outlook of the publicly funded universal free
,,1ll,,rlr()r] system therefore appears to have a heavy urban bias and
tlr, pror:r:s:; effectively excluding the unaffordable poor. Thus a conduit
,,rr, , r:orrsirlered as feasible to escape poverty remain gradually dis-
t.Ir rr{l lrorn the poor and non ufban students. Thrs has wider ramifi-
, , rt | )r | ( rr poverty reduction and income distribution.

A lLrll pledged University to provide higher education was setup
lrrrr;k as 1942. Since the number of universities providing free

, 
' 
I rr , rlrorr increased to1 7. Most of the graduates passed out from unF

v,,r..rtrr:r; irre unemployable and hence, expect the state to provide em-

I '1, 
,yrr r.rrl as many of them do not possess required aptitude to fit into

r;ornpetilive and well paid jobs in the Private sector. Observed

'1r'rrr.r,rl 
(:sislance of the university students, to acquire competancy

rrr ,., rlt .;krllr; Jrarticularly among those who are studying Arts subjects,
, , ,rr r1 rr 'lh:r I thc university authorities to maintain the status quo. Delink-

, 'l 
( r )nrmerce and management subjects from the traditional arts

,ul r) recent years generated more enthusiasm among children
rrr, I rr r, rr ry sludents opted to study management and accountancy. The

, .,rrrrrr,tr:rpacity of many students who graduated in accountancy and

rrr,rrr,r,tcrrrcnL subjects find better paid employment in the expanding
rr.rl,.l i'(:onomy hence surpassed the salary expectations of medical
, rr r,l r.r rr ;rrrccring StUdents.

lwo of the government's main objectives are to preserve Sri
| .Url,.r"; r)(l(Je in human capital and to ensure that the benefits of the
, 1r.wllr , rr c s;hared widely specially by the poor of all regions and sec-
t, )r ', | 'r )v( jrlv reduction and employment creation are two main de-
, L rrr,r I r rlrtr:ctives of human capital development of all ihegovernments.
lrrr rr',r:rrrr<1 disparity of service delivery of two main publicly supported

l*xrr,rrrrcs of education and health care is a worrying factor. Avail-
.rl,|l.rv(l()nce suggests that the current education policy favours the
r rr I r. rrr r rrrrl semi urban middle class to reap benefits un proportionately
lr.rrr r,cr:ondary education, especially in science education. Thus rural

I ,, ,, ,r , rrc lcfl out from "well-off sections" of the free education system.
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Conclusion

Sri Lanka since independence, inherited a society of highly

skewed Income and wealth distribution where a few individuals com-

mand the productive assets, and most of other productive resources,

including land. Free education and health care has been a conduit

available for the poor in particular to receive larger social benefits. Pro-
gressive socio economic policies facilitate the improvement of income

and living conditions of majority of the poor and smoothed the poten-

tial ill effects of economic Inequalities in the society. Since opening

up of the economy in 1977 the economy has energised and more op-
portunities were opened for major segment of the society. However,

the observed pattern of "shoulder to head type" of income distribution,

without having additional resources commltted for the improvement of

social wellbeing of the less welFoff, negated the hope of upward social

mobility.

Th he

emproym of

those pol he

masses. no

seen as fair. Policy on public and private sector wages' improving ser-

vice deliveries, openness and lransparency in decision making are all

contribute positively to achieve equality.

One of the declared objectives of the growth strategy as often

highlighted by the Central Bank has been lo exceed the per capfta

income threshold of US $ 4000 by 2015. Considering the pattern of

GDP growth and investments in the economy, it seems more likely to

achieve that target by 2015. The impact of that to income distribution

however remains unclear.
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