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Need for an econom ic vision
i ty A n ; i | y r ; l

One o f  the m ost interest­
ing features in the local 
scene is the interest 

businessm an and professionals 
are taking in econom ic policy. 
T h e  C eylon C ham ber o f 
C om m erce prepared an 

: Econom ic Vision a  few  weeks 
ago and now  the O rganisation 
o f  Professional A ssociations is 
engaged in doing the sam e. The 
OPA will place before their 

1 A nnual Sessions to  be  held next 
m onth  their vision for the coun-
try.

; A n econom ic vision is 
im portant because it w ill sketch 
a  scenario fo r the future. India 
prepared such a  vision and so 
d id  M alaysia, Singapore and 
Japan. T he new  President A. P.
J A bdu l K alam  prepared a 
V ision fo r India (along w ith Y. 
$ . R ajan.). H e stated, “A n 
Organisation, society o r even a  
nation w ithout a v ision is like a 
ship cru ising  on the high seas 
w ithout any aim  o r direction. It 
is clarity  o f  national vision 
w hich constantly  drives the 
people  tow ards th e  goal.”
| B ut a v ision  m ust be based 
On a  philosophy. D o w e base 
ou r v ision  on the current eco­
nom ic th inking? A fter 1956 we 
adopted the ro le o f  the state as 
form ulated by the socialist eco­
n o m ic  philosophy. The state 
"‘as to  run  the so-called “com - 

jandiAg heights o f  the econo- 
So the SLFP nationalised  

IS  bus services, the oil com pa­

nies, the po rt o f  C olom bo, the 
banks and insurance compa-. 
nies.

Th e  socialist hangover
The C om m unists in R ussia 

and E astern Europe believed in 
paying m ore or less equal 
incom es although they w ere 
low. So the skilled and 
unskilled w orkers w ere paid 
m ore or less the sam e income. 
T he differentials in  wages 
betw een the professionals like 
the doctors, law yers and teach­
ers w ere low. B ut after about 
1970 various supplem ents cam e 
to  be paid. There w as state sub­
sidy on  housing w here the 
enterprise builds houses for its 
em ployees. There w ere fam ily 
allow ances, pensions - all o f 
w hich added up to about 25% 
o f the m oney incom es.
Transfers in kind ranged from  
education, health  and canteen 
m eals to  subsidized theatre 
tickets and access to sports 

’ events and holiday hom es. The 
im pact o f  these subsidies and 
benefits on the living standards 
o f  the em ployees w as substan­
tial. There w ere also explicit 
consum er subsidies in som e 
com m unist countries.

Earlier, the inequality o f 
incom es betw een the blue col­
lar and w hite-collar workers 
and betw een professionals and 
m iddle level technicians had 
been reduced. B ut w ages 
allow ed only a  nanrow differen­
tial to  account for differences in 
skill o r the priority  o f  the par­
ticu lar sector o f  production. B ut

privileges for the party nom en­
clature w idened the distribution 
o f  incomes.

In the 1970s and 1980s a 
parallel econom y developed 
w hich grew  in im portance. 
W hile the elite - the party 
nom enclature enjoyed special 
benefits by w ay o f  access to 
scarce goods and services; oth­

ers resorted to the parallel 
econom y to obtain w hat they 
could not get in  the official 
economy. So there w as private 
production o f  m edical services, 
repairs to appliances, and even 
goods and services in the black 
m arket. Tips cam e to be accept­
able in the provision o f public 
services, a euphem ism  for 
bribes and gratifications. There 
was illegal trading o f foreign . 
exchange and sm uggling of 
goods from  outside. <:

This black econom y-distort­
ed the form erly egalitarian d is­
tribution o f  incom es in the offi­

cial economy. M any workers 
had a second or third job  after 
or even during the official w ork 
tim es. It w as a  source o f  addi­
tional incom e to those w ho par­
ticipated in it. Skilled workers 
like electricians, plum bers as 
w ell as other categories o f 
w orkers began to  do private 
practice and add to  their

incom es. Tips had to  be paid to 
governm ent em ployees to 
obtain service. O therw ise they 
w ould get poor service. The 
privileges enjoyed by the party 
nom enclature increased over 
the years and soon a special 
class em erged w ho had much 
higher living standards than the 
com m on man.

Bonuses paid to  party m em ­
bers included cars; washing 
machines, television sets and 
these were not related to  perfor­
m ance in the workplace; The 
distribution o f  consum er goods 
becam e unfair as the black-

m arket thrived. Equality o f 
incom es becam e restricted to 
official money incomes. 
Equality o f  opportunity and 
upw ard mobility was restricted 
to  the party nomenclature. 
Executive positions and profes­
sional career opportunities 
becam e available only to  party 
m em bers. The failure o f the

centrally planned system  and 
distortions o f incentives 
reduced the grow th rate. The 
experim ent w ith equality o f 
incom es w as a  failure and so 
ended Comm unism .

The early Christians too 
practised a  sim ilar com m on 
ow nership and adopted the 
principle o f “from  each accord­
ing to  his ability to  each 
according to  his needs.” B ut as 
the com m unity increased with 
m ore converts the system  broke 
down. A lthough socialism  is 
unw orkable people are always 
attracted by the principle o f

Actually reform of the public sector must begin with a better quali­
ty of ministers who have the skills of management and the profes­
sional knowledge to engage In policy-making. It’s the ministers 
who have to reform themselves and the prime minister must see 
that those that fall or are succumbing to corruption are eliminated. 
He must not take It upon himself to defend such ministers in par­
liament. When no confidence motions are brought against Individ­
ual ministers In parliament they should be asked to fend for them­
selves rather than cracking the party whip to align MPs behind the 
minister.

the country
equality and are enam oured 
w ith socialist ideals. We saw  a 
caricature o f this system  during 
the 1970s w hen the U nited 
Front governm ent introduced 
socialism . The officials and •' 
their fam ilies had access to  the 
rationed goods and d idn’t often 
have to  stand in  queues. Those 
w ho had m oney could buy in 
the black-m arkets and rationing 
w as confined to the poor and 
the uninfluential. The growth 
rate collapsed.

O ur state has now reached 
the stage envisaged by econo­
m ists like Lord Skiddelsky 
w here it suppresses econom ic 
grow th w ithout increasing its 
revenues, w here the extra taxes 
needed to  fund the budget 
inevitably generate inflationary 
pressures. So it is necessary to 
shrink the state for the sake o f 
prom oting econom ic grow th 
and forget about socialism  if 
we w ant developm ent.

Equity at the expense 

of grow th
We pride ourselves on our 

social indicators like the infant 
m ortality rate, the life 
expectancy, the literacy rate etc. 
B ut we have about 500,000 to  1 
m illion unem ployed and are 
unable to generate jobs to  . 
absorb the youth entering the 
w ork force each year. Even the 
w ar o f secession w aged by the 
LTTE is at bottom  due to  our 
failure to  generate fast econom ­
ic grow th and the attem pt by 
the Sinhala nationalists to  grab 
a large share o f the1.national.

output and em ploym ent oppor­
tunities in a stagnant economy. 
O ur social achievem ents have 
been at the expense o f econom ­
ic growth.

There is a trade-off between 
grow th and equ ity  and we can­
not continue to  pursue a mirage 
- the m irage o f equality. 
Equality o f outcom es is im pos­
sible to  achieve and equality o f 
opportunity should not be pur­
sued at the expense o f econom ­
ic growth. So the agitation by 
university students to  stop pri­
vate universities m ust be 
ignored to  enable the country to 
produce the professionals 
required by the econom y to . 
propel it forward.

G row th requires many com ­
ponents like openness to trade, 
integration w ith the global . ; 
economy, good governance*; 
com petitive m arkets, strqng^ 
institutions. You have to biujji 
institutions w hich can stand, on 
their own. M arkets m ust be 
strengthened and allowed t o , 1 
operate w ithout too m uch con­
trol. A  holistic approach is 
required for econom ic growth. 
O ne com ponent alone is n o t . 
enough. Peace is im portant but 
it alone will not deliver grow th. 
The governm ent is employing 
about 15% o f the labour force j 
and unless this com ponent1'"  j 
functions efficiently it w ill bfe a*, 
drag on grow th. T heir contribu­
tion to perform ance is too low. 
But all efforts to  reform  th e r' .. 
public service have failed. ' ,,
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