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MESSAGE FROM THE VICE CHANCELLOR

University of Peradeniya

A

o b

It is with great pleasure that | write this messagéhe occasion of thé"Peradeniya
University International Economic Research Sympos{RIERS) — 2019 to be held
on 17" & 18" October 2019. This Research Symposium is an AnBuaht in the
University Calendar which provides a forum for amaits, researchers and,
expertise in the field of economics as well adliother disciplines with reference to
future planning and development of our country.e €hnstructive feedback that the
researcher would gather from deliberations may pheeway to new frontiers in
research.

«!Q‘*h

| assume that this symposium will create a valualdéform for international and
national experts to discuss their research findispare the new knowledge and
exchange their views.

On behalf of the University of Peradeniya, | wistekpress my deep gratitude to the
distinguished speakers at this symposium and taikeopportunity to compliment
the Chairman and the Organizing Committee who haereormous task at their
hands in organizing this event to make a greatesscc

| welcome all participants and presenters to theséteity of Peradeniya and wish
their participation at PIERS 2019, a memorabl® @varding experience.

Professor Upul B. Dissanayake
Vice-Chancellor

University of Peradeniya

Sri Lanka

Xi
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MESSAGE FROM THE DEPUTY VICE
CHANCELLOR

University of Peradeniya

It is with great pleasure that | send this messagéhe 7th Peradeniya International
Economics Research Symposium. The PIERS, start2d18, has now become an
important event in the calendar of Faculty of Adajversity of Peradeniya. Research
symposia of this nature provides a forum for Redesns, Academics and Graduate
students to present their research findings, emgburther refinement of their
knowledge. | believe that this kind of events wouhdioubtedly help students to learn
and develop communication skills, presentationlskhd teamwork, in addition to
their hard skills. This is a great opportunity offé to staff and students by the
Department of Economics and Statistics and | hdigbeparticipants will make the
maximum use of it.

As we all know, organizing this kind of an eventaally is not an easy task.
Teaching as well as guiding students in researehvital task of Academics, which
will eventually contribute to a larger hub of kn@abe. Hence, | wish to congratulate
the Head of the Department of Economics and Stajsind the organizers of this
Symposium for an excellent job well done. | firnhlglieve that this Symposium will
bring a productive output in terms of Economic Reske and Knowledge
dissemination. | wish all the best to all presesterd participants, and hope you will
take home pleasant memories from this event.

Thank you.

Prof. S. H. P. Parakrama Karunaratne
Deputy Vice Chancellor

University of Peradeniya

Sri Lanka.

xii



Peradeniya International Economics Research Syrpo&i019

MESSAGE FROM THE DEAN

Faculty of Arts, University of Peradeniya

It is with great honour that | convey this messafyeongratulations and appreciation
to the PIERS-2019 organized by the Department ohBmics and Statistics, Faculty
of Arts, University of Peradeniya. The PIERS isiaportant academic event in the
University of Peradeniya that has provided a ¥aadm for local and foreign scholars
to present and share their research findings in@oas, and develop insights to face
the challenges faced by the society.

In my capacity as the Dean of the Faculty of Aresssure the fullest support and
cooperation to make the conference a succes® bplsreciate the hard work of the
members of the Department of Economics and Sti$tir organizing this. It is
imperative that the economic problems are comphekesvolving that demands more
and more complex ways of analyzing and understagnitiem. As economics is still
a young science, there is much to be learnt andaega on the anatomy and
behavior of economies, especially in developingnecaies. Though we are stuck
with the agendas and projects of sustainable dpretat propagated by the
multilateral institutions, developing countriesdilis are yet to realize economically,
socially and environmentally sustainable systems developing economies.
Therefore much research is left to be done indles.

| hope this conference will provide an opporturfity scholars and development

practitioners to engage in very meaningful dialegaad generate new knowledge
that is useful for the advancement of humanityishahe conference to be a pleasant
memory for everybody.

Professor O.G. Dayaratna-Banda
Dean, Faculty of Arts

University of Peradeniya

Sri Lanka

xiii



Peradeniya International Economics Research Sympog019

MESSAGE FROM THE DEAN

Faculty of Economic Sciences and Business
Administration, Transilvania University of Brasov

2!
<

As the Dean of the Faculty of Economic Sciences Bunsiness Administration,
Transilvania University of Brasov, it is a greaegéure for me to send a message
with the occasion of the 7th Peradeniya InternafioBEconomics Research
Symposium (PIERS) — 2019 with the therfidothing to be Left Behind: Integrating
Sub-national Dynamics Towards Global Sustainabledbd@pment’”

Last year, in November, we participated with a ntous delegation from the Faculty
of Economic Sciences and Business Administratioff rainsilvania University of

Brasov, at the PIERS 2018 conference. With thisasion, we met wonderful

colleagues from Sri Lanka, India, Pakistan, USA atter countries, with whom we
became friends with.

Also, we were extremely impressed by the way y@aoized PIERS 2018, by the
professionalism and the friendliness of your calless from the University of
Peradeniya (Faculty of Arts, International Rese&ehter, Postgraduate Institute of
Social Sciences and Humanities, Department of Boar®wand Statistics).

| am convinced that through our participation yyear, as Joint Organizers, we will
contribute to the strong development of the currpattnership between our
universities and faculties.

| wish good luck to the PIERS 2019 conference!
Professor Gabriel Bratucu
Dean of the Faculty of Economic Sciences and Bssidgministration

Transilvania University of Brasov
Romania
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MESSAGE FROM THE DEAN

Faculty of Economics, South Asian University

The need of the hour is to undertake joint inn@ratso that the common
requirements of the South Asian economies can deeasled. Innovation is a costly
affair which cannot be undertaken by the individe@lintries. The scarce resources
will have to be directed for developmental purposéEence, experimentation
possibilities are limited. But the joint efforts rcdnelp productivity growth and
employment growth both to pick up through technualaly progress, efficient
utilization of the technology and skill developmeWwe must also realise that ICT
development is an integral part of technologicagpess. Hence, the joint innovation
ventures in these areas are to be initiated aggedgdy these countries.

Professor Arup Mitra

Dean — Faculty of Economics
South Asian University

India
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MESSAGE FROM THE HEAD

Department of Economics and Statistics
University of Peradeniya

| am indeed honored to send this message of cargtians and appreciation for the
7th Peradeniya International Economic Research $gmm (PIERS 2018). The
Department of Economics & Statistics is the pionewestitution in economic
education and research established in 1942 aneéssfody conducted six annual
economic research conferences since in 2013. TheIERS is planned to be held
on 17th & 18th October 2019 under themé&Ndthing to be Left Behind: Integrating
Sub-national Dynamics Towards Global Sustainabledlment”with the support
of Inclusive and Sustainable Development withinlialized Economy. The Faculty
of Economic Sciences and Business Administratiomn3ilvania University of
Brasov, Romania; South Asian Economic Policy Nekawforld Bank, USA and
Faculty of Economics of South Asian University, iBnd/hich mainly focus the South
Asian Economic Development within the Global cohtex

The quality of higher education provided by univiggs influence by the contribution
of knowledge enhanced through research. Therefpremoting the research-
teaching nexus of the university education systeth tlue participation of local and
foreign experts; academics, researchers and polakers are expected to result
better outcomes among university students and adadeThe ¥ PIERS is expected
to provide wider opportunities for interactions argdocal and foreign academics,
researchers, policy makers, public officials andtgmaduate and undergraduate
students in sharping their knowledge and reseatphreences. | hope that this year
PIERS too generates new knowledge in economicsdfwoesearch presentation that
will contribute to global sustainable developmdmbtigh integrating the economic
dynamics of sub-national economy of Sri Lanka a6 ageother countries.

While | congratulate the foreign delegates fromas countries, presenters and the
organizing committee, | wish for the PIERS 2019saitcess.

Professor S. Vijesandiran

Head, Department of Economics and Statistics
Faculty of Arts, University of Peradeniya, Sri Lank

XVi



Peradeniya International Economics Research Syrpo&i019

MESSAGE FROM THE CHAIRPERSON

% : Department of Economics and Statistics
5 University of Peradeniya

e T

e

| am pleased to forward this message on the oatasiere the Department of
Economics and Statistics of the University of Peragh holds its 7th Peradeniya
International Economics Research Symposium (PIERERon 17th and 18th
October, 2019. The PIERS 2019 is organized withptmenership of the Faculty of
Economic Sciences and Business Administration, Sikzamia University of Brasov,
Romania, South Asia Economic Policy Network of ¥ierld Bank and the Faculty
of Economics, South Asian University, India.

The Peradeniya International Economics Researclp8siiim aims at providing a
platform for exploring the results of economic @®h undertaken by research
students and senior researchers attached to nlediah&nternational universities and
research centers/institutes. The symposium alsovige® opportunities for
researchers from other disciplines to present tiesigarch findings on issues related
to broad areas on growth, sustainable developneguoity, environment, resource
utilization, governance, development finance, otkecial political and cultural
issues of development and social progress.

The academic dialogue of the PIERS 2019 is arraagaahd the theme oNobthing

to be Left Behind: Integrating Sub-national Dynasniowards Global Sustainable
Developmeritwith panel discussions and technical sessionsetated themes. The

panel discussions and technical sessions will biéitéded by a number of eminent
local and foreign scholars and researchers. Th@ggium therefore will provide an

inspiring experience for young and emerging reseascto engage in a productive
and flourishing dialogue on their research work famding. The Editorial Committee

of the PIERS 2019 have accepted a total of 37 gdpdowing an extensive peer
review process, and the papers will be presentedanallel sessions under 12
different technical sessions.

| use this opportunity to thank all individuals veieovaluable contributions made
PIERS 2019 successful. While warmly welcoming &yau to PIERS 2019, | hope
that you will engage in a fruitful discussion onolplems and issues that our
communities and economies are encountered andgbedsat present.

Professor J. M. Ananda Jayawickrama
Chairperson, PIERS 2019

XVii
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MESSAGE FROM THE COORDINATOR

Department of Economics and Statistics
University of Peradeniya

; u

The Peradeniya International Economics Researchp8stmmis organized annually
by the Department of Economics and Statistics at Wimiversity of Peradeniya
continued uninterrupted for seven years. This YABBRS is jointly organized by the
Department of Economics and Statistics, Universitiyeradeniya, Sri Lanka and the
Faculty of Economic Sciences and Business Admatisin, Transilvania University
of Brasov, Romania in collaboration with South A&ieonomic Policy Network
(SAEPN), World Bank and South Asian University odia.

On behalf of the organizing committee | take thppartunity to extend my sincere
thanks to the Vice-Chancellor, the Deputy Vice-Clalor and the Dean- Faculty of
Arts of the University of Peradeniya; Dean-Facultfiy Economic Sciences and
Business Administration, Transilvania UniversityBrasov, Romania for extending
their fullest support and guidance for this evérhank to Dr. Robet C.M. Bayer,
Economist, South Asia Economic Policy Network (SAB®ho helped us to get the
financial support from World Bank. My special thardoes to the Keynote Speaker
Professor Arup Mitra, Dean, Faculty of EconomicsutB Asian University, India
for kindly accepting our invitation to deliver tik@ynote speech in the Symposium.
| thank Prof. lleana Tache, Director, Reserch aaddlbpment Institute, Transilvania
University of Brasov, Romania for kindly acceptiogy invitation to participate as a
Guests of Honor at the Symposium. My special thaalke goes to Prof. A.S.P.
Abhayarathna, Dr. Suresh De Mel, Prof. Gheorghitec® and Prof. Debdatta Saha
for accepting our invitation to participate in timst panel presentation. | would like
to extend my special thanks to Prof. Delini Gunalgaa, Mrs. S. Rajendran, Prof.
Ramya Vijaya, Dr. Samanmala Dorabawila, Ms. M. R@adathna and Ms. C.
Madadeniya for accepting our invitation to partatg for the second panel
presentation and Prof. Marius Sorin Dinca and Roo6. Dayarathyna Banda for
accepting our invitation to participate as invisgeeches.

| would also like to express my sincere thanks tof.RJ. M. A. Jayawickrama,
Chairperson of PIERS 2019. | would like to thank tHead, Department of

XViii
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Economics and Statistics, University of Peraderiorathe help and cooperation
extended to me to organize this event. | am trubtejul to the Chief editor and
members of the editorial committee, reviewers, ideasons, and discussants of this
Symposium. | also express my gratitude to all mieagues, junior academic staff
and non-academic staff in the department for teepport towards the event. My
thanks also goes to Ms. Varangana Ratwatte, MsthizheMadadeniya and Ms.
Niluka Godagampala for helping with the secretawalrk. | extend my sincere
thanks to authors and presenters without whomebént would not take place. |
thank the Assistant Registrar and the Senior Amsiddursar of the Faculty of Arts
for their cooperation extended to me. The Directbthe PGIHS gave his fullest
support to this event by providing the Symposiumugsas well as his staff. | thank
all of them for their whole-hearted cooperation.

| would like to express my appreciation to the swa of the PIERS- 2019 which
mainly consist of Transilvania University of Bras®omania; South Asia Economic
Policy Network (SAEPN), World Bank; Peradeniya Usrsity Reserch Grant; Event
Grant-International Affair Office, University of Padeniya; Postgraduate Institute of
Humanities and Social Sciences (PGIHS), Open SoEmiindations and the Center
for Distance and Continuing Education (CDCE), Unsiy of Peradeniya.

While extending my sincere thanks to all who destateeir time to bring this 7
Peradeniya Economics Research Symposium to ayrdaliay, | welcome the
National and International Research Community, &by International
Organizations and Governments’ Representativessttuss how we camtegrate
sub-national dynamics towards sustainable develapmeany region in the world.

| wish everyone a fruitful time!

Dr. K. M. R. Karunarathna

Coordinator, PIERS - 2019
Department of Economics and Statistics
University of Peradeniya

Sri Lanka
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PIERS - 2019

Inauguratio
Date: ¥October, 2019
Venue: Conference Hall, PBS

Registration of Participants
Arrival of the Chief Guest
Lighting of the Oil Lamp

Welcome AddressRypf. J. M. A. Jayawickrama
Chair, PIERS 2019
Opening Remarks Wrof. S. Vijesandiran
Head, Department of Economic and Statistics, Usiteiof Peradeniya
Address byrof. O. G. Dayaratna Banda
Dean, Faculty of Arts, University of Peradeniya
Address byProf. |leana Tache
Director, Center for Economic Research, Researdh@evelopment Institute
Transilvania University of Brasov, Romania
Address byProf. S. H. P. Parakrama Karunarathne
Deputy Vice Chancellor, University of Peradeniya,L%nka
Highlights and Releasing of the Proceedings of BER2019
Address by Chief GueBtof. Upul B. Dissanayake
Vice Chancellor, University of Peradeniya, Sri Lank
Keynote Address IBrof. Arup Mitra
Dean, Faculty of Economics, South Asian Universitglia
Vote of Thanks br. Muditha Karunarathna
Coordinator, PIERS - 2019

Refreshments
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04.00 p.m.
04.10 p.m.

05.10 p.m.
05.30 p.m.
05.45 p.m.

#7TOCTOBER, 2019
PANEL PRESENTATION — |

Chairperson: Prof. Anoma Abhayaratne
Department of Economics and Statistics, Facultgrts,
University of Peradeniya, Sri Lanka
Opening remarks by Chairperson
Presentations:
Dr. S.J.S. de M€l
Department of Economics and Statistics,
University of Peradeniya, Sri Lanka
Prof. Gheorghita Dinca
Faculty of Economic Sciences & Business Adminisinat
Transilvania University of Brasov, Romania
Prof. Debdatta Saha
Faculty of Economics,
South Asian University, India
Discussion
Wrap up by the Chair
End off1IDay Events

18" OCTOBER, 2019
PANEL PRESENTATION - I

Theme: " Leaving No One Behind - Using a Gender Economics Lens to Address SDG5"

Chairperson: Ms. S. Rajendran
Department of Economics and Statistics, Facultrts,
University of Peradeniya, Sri Lanka

08.45 a.m. - 08.50 a.m.Opening remarks by Chairperson
08.50 a.m. - 09.45 a.m.Presentations:

Prof. Ramya Vijaya, Stockton University, New Jersey, USA

Prof. Dileni Gunawardena, Department of Economics and Statistics,

University of Peradeniya, Sri Lanka

Dr. Samanmala Dorabawila, Department of Economics and Statistics,

University of Peradeniya, Sri Lanka

Ms. M.Panditharathna andMs. C. Madadeniya, Department of
Economics and Statistics, University of Peraden8rlanka

09.45 a.m.10.00 a.m. Discussion

10.00 a.m.

Refreshments
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18" OCTOBER, 2019

TECHNICAL SESSIONS: SESSION SUMMARY

10.30 a.m. Technical Sessions | — IV

Session | -Theme: Investment and Economic Growth
Session Il -Theme: Poverty, Agriculture and Environment
Session Il - Theme: Human Capital and Labor

Session IV -Theme :  Sub-national Dynamics and Development

11.50 a.m. Technical Sessions V — VIII

Session V - Theme: International Trade and Finance

Session VI -Theme: Natural Resources and Environmental Mamzagt
Session VIl  -Theme : Education and Human Capital

Session VIII - Theme : Finance and Corporate Management

01.10 p.m. Lunch

02.00 p.m. Technical Sessions IX — XIlI

Session IX  -Theme: Public Finance and Fiscal Policy

Session X -Theme :  Agriculture and Farm Efficiency

Session XI -Theme: Health and Human Capital

Session XIl - Theme: Gender, Social Inclusiveness and Humate&tion
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Technical Session I: Investment and Economic Growth
Time: 10.30 a.m. — 11.50 a.m.

Venue: Room No. 105, Ground Floor, PGIHS
Chairperson: Prof. M. B. Ranathilaka
Department of Economics and Statistics, Facultgrts,

University of Peradeniya, Sri Lanka
Discussant: Dr. T. Vinayagathasan
Department of Economics and Statistics, Facultjuts,

University of Peradeniya, Sri Lanka

10.30 a.m. — 10.35 a.mOpening Remarks by Chairperson

10.35 a.m. — 11.30 a.mPresentations:

1. Causal Links between Trade Openness and ForeigrtDitvestment: The Long-run and
Short-run Analysis of Sri Lanka
R. M. M. Mayoshi and T. N. Vidanage

2 The Effect of Macroeconomic Determinants on Cagitajht in Sri Lanka
G. D. N. M. Godagampala and S. Vijesandiran

3. Impact of Governance Indicators on Net FDI Inflosnpirical Evidence from Sri Lanke
K.K.T. Udayanga

11.30 a.m. — 11.45 a.m Remarks by the Discussant
11.45 a.m. — 11.50 a.m.Closing Remarks by the Chairperson

Technical Session Il: Poverty, Agriculture and Envionment

Time: 10.30 a.m. — 11.50 a.m.
Venue: Room No. 106, Ground Floor, PGIHS
Chairperson: Dr. J. Nigel
Department of Economics and Statistics, Facultjuts,

University of Peradeniya, Sri Lanka
Discussant:Dr. P. S. K. Rajapakse

Department of Environmental Management,

Faculty of Social Sciences and Humanities, Ra@t#tiversity of Sri Lanka.

10.30 a.m. — 10.35 a.mOpening Remarks by Chairperson

10.35 a.m. — 11.30 a.mPresentations:
1. The Effects of Natural Disasters: A Study to Susaddy and other Seasonal Crop
Farmers in Sri Lanka
K.A.D. L. Lakpriya, R. D. N. L. Deshapriya, P. M. D. G. T. Pathiraja,
P. G. N. A. H. Wijesiri, and M. D. R. K. Jayathitak
2 Recreational Activities and their Impact on Poveéntyri Lanka
G. S. H. M. Karunarathne, R. M. H.T. Rathnayaka,
G. D. U. I. Gamage, G. P. D. P. G. Geethanjaara
D. R. K. Jayathilaka
reen Accounting and Sustainability Practices il_.&nkan Garment Industry
A.D. S. Himasha, S. A. T. Senadheera, N. Serasinghe,
K. A. G. K. Karunanayke and H. W. M. Weligodapola

11.30 a.m. — 11.45 a.m.Remarks by the Discussant

L.
B.
M.
G
P

11.45 a.m. — 11.50 a.m Closing Remarks by the Chairperson
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Technical Session lll: Human Capital and Labor

Time: 10.30 a.m. — 11.50 a.m.

Venue: Room No. 207, First Floor, PGIHS
Chairperson: Prof. A.S.P.Abhayaratne
Department of Economics and Statistics, Facultjurts,

University of Peradeniya, Sri Lanka
Discussant: Dr. T. N. Vidanage
Department of Economics and Statistics, Facultgrts,

University of Peradeniya, Sri Lanka

10.30 a.m. — 10.35 a.mOpening Remarks by Chairperson

10.35 a.m. — 11.30 a.mPresentations:

1. Loss of Manpower due to Road Traffic CongestioKamdy City: A Comparison between
Different Vehicle Users

M. Karunarathna, Y. M. BandarayV. Athukorala and R. Gangahagedara

2. Explore Employer Expectations in the Software Depglent Industry in Sri Lanka
A. S. K. Bulathsinghala, A. Jayakody, , L. G. C. S. Lihinigama,
K. H. A. Anurad and D. M. K. N. Karunarathna

3. Does Human Capital Matter for Economic Growth inl%mnka? An Analysis Using
Employment-based Human Capital Indicators
K. A. N. |. Kariyapperuma, C. R. Abayasekara and M. G. C. N. Madadeniya

11.30 a.m. — 11.45 a.m.Remarks by the Discussant
11.45 a.m. — 11.50 a.m.Closing Remarks by the Chairperson

Technical Session IV: Sub-national Dynamics and Delopment

Time: 10.30 a.m. — 11.50 a.m.
Venue: Room No. 208, First Floor, PGIHS
Chairperson: Dr. M. Ganeshamoorthy
Department of Economics ,Faculty of Arts, Universit Colombo
Discussant: Dr. A. Aruna Shantha
Department of Economics & Statistics, Faculty ofi8loSciences and Languages,
Sabaragamuwa University of Sri Lanka

10.30 a.m. — 10.35 a.m.Opening Remarks by Chairperson
10.35 a.m. — 11.30 a.m.Presentations:
1. Determinants of Regional Development DisparitieSiinLanka: An Empirical
Investigation into Development Trends and Issues
H.R. A. C. Thilanka and J. G. Sri Ranjith
2. An Analysis of Household Demand for Major Food Igeim Urban, Rural and Estate
Sectors of Sri Lanka
N. J. C. Paraneetharan, J. Nigel and T.Vinayagathasan
3. The Dynamic Linkages between Economic Growth ardddgal Growth: Empirical
Evidence from Sri Lanka
A. Pusparasa and T. Sukirtha

11.30 a.m. — 11.45 a.m.Remarks by the Discussant
11.45 a.m. — 11.50 a.m.Closing Remarks by the Chairperson
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Technical Session V: International Trade and Finane
Time: 11.50 a.m. — 01.10 p.m.

Venue: Room No. 105, Ground Floor, PGIHS
Chairperson: Dr. Dayarathna Silva
EU- Sri Lanka Trade Related Assistance Projecto®ffi
International Trade Centre, Sri Lanka
Discussant: Prof. Gheorghita Dinca
Faculty of Economic Sciences & Business Adminisinat
Transilvania University of Brasov, Rariza

11.50 a.m. — 11.55 a.m Opening Remarks by Chairperson

11.55 a.m. — 12.50 p.m.Presentations:
1. Export Led Growth Hypothesis in the Context of [Sxhka
K. Werawella

2. International Migration Flows in South Asia: A Csesectional Analysis
D. N. Ranawaka

3. The Financial Intermediation and Economic GrowthidEnce from Sri Lanka
S. Mathusha and K. Gnaneswaran

12.50 p.m. — 01.05 p.m. Remarks by the Discussant
01.05 p.m. — 01.10 p.m Closing Remarks by the Chairperson

Technical Session VI: Natural Resources and Enviranental Management
Time: 11.50 a.m. — 01.10 p.m.

Venue : Room No. 106, Ground Floor, PGIHS

Chairperson: Prof. J. Weerahewa
Department of Agricultural Economics and Businessidement,
Faculty of Agriculture, University of Peradeniyaj Banka
Discussant : Prof. P. P. A. W. Athukorala
Department of Economics and Statistics, Facultirtd, University of Peradeniya, Sri Lanka

11.50 a.m. — 11.55 a.mOpening Remarks by Chairperson

11.55 a.m. — 12.50 p.mPresentations:

1. The Socio-economic Consequences of Post-consunigthéwe: The Case of Western and
Uva Province
A. Shantha

2. Impact of Socio-economic Factors on Solid Waste ag@ment in Matale Municipal
Council Area
K. Kumudhini and A. S. P. Abhayaratne

3. Evaluation of Required Contribution by Residentd ather Entities for Solid Waste
Collection: A Study in Kandy Municipal Area
R. M. S. N. Rathnayake and M. Bandara

12.50 p.m. — 01.05 p.m. Remarks by the Discussant
01.05 a.m. - 01.10 p.m Closing Remarks by the Chairperson
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Technical Session VII: Education and Human Capital

Time: 11.50 a.m. — 01.10 p.m.
Venue: Room No. 207, First Floor, PGIHS
Chairperson: Prof. H. M. W. A. Herath
Department of Economics and Statistics, Facultrtd, University of Peradeniya, Sri Lanka
Discussant: Prof. Debdatta Saha
Faculty of Economics, South Asian University, India

11.50 a.m. — 11.55 a.mOpening Remarks by Chairperson

11.55 a.m. — 12.50 p.mPresentations:

1. The Education Component of Human Capital: Exploratiwith an Indicator for Sri
Lanka
C. R. Abayasekara andM. G. C. N. Madadeniya

2 Public Education Versus Private Tutoring in Sri kanWho is Contributing More?
T. N. Herath

3. The Impact of Procrastination, Self-efficacy, andtMation on Academic Performance
of Undergraduates in Sri Lanka
K. C. Sandaruwan, R. H. S. Prabodhya aRdP. S. Amarasooriya

12.50 p.m. — 01.05 p.nmRemarks by the Discussant
01.05 p.m. — 01.10 p.relosing Remarks by the Chairperson

Technical Session VIII: Finance and Corporate Managment

Time: 11.50 a.m. — 01.10 p.m.
Venue: Room No. 208, First Floor, PGIHS
Chairperson: Prof. lleana Tache
Center for Economic Research, Research and Developimstitute Transilvania University of
Brasov, Romania
Discussant: Dr. M. D. R. K. Jayathilaka
Faculty of Business, Sri Lanka Institute of Infotima Technology

11.50 a.m. — 11.55 a.mOpening Remarks by Chairperson
11.55 a.m. — 12.50 p.mPresentations:
1. Impact of Bank Size on Bank Profitability: UsinglFd_icensed Commercial Banks in

Sri Lanka
W. M. T. Jayamali and S. J. S. De Mel

2 Impact of Board Diversity on Firms’ Economic Sustility in Sri Lanka
A.D. K. P Madushani, H. D. R. M. Mel, H. M. C. K Herath,
W.M.B.K Weerasooriya and M.M.D. de S Gunawardena

3. Corporate Social Responsibility and Financial Pennce in Tourism Industry
D. R. M. Weerasinghe, G. P. T. D. PathiraBaKaneshwaren, C. M. Rajapaksha,
L. M. H. De Silva, R. A. K. R. Perera and N. Nagakdmar

12.50 p.m. — 01.05 p.m Remarks by the Discussant
01.05 p.m. — 01.10 p.m. Closing Remarks by the Chairperson
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Technical Session IX: Public Finance and Fiscal Pioly

Time: 02.00 p.m. — 03.35 p.m.
Venue: Room No. 105, Ground Floor, PGIHS

Chairperson: Dr. J. G. Sri Ranjith

Department of Economics and Statistics, Facultrts, University of Peradeniya, Sri
Lanka

Discussant: Dr. N. Keembiyahetti

Department of Economics, Faculty of Humasi& Social Scienceslniversity of Ruhuna,
Sri Lanka

02.00 p.m. — 02.05 p.m Opening Remarks by Chairperson

02.05 p.m. — 03.20 p.mPresentations:

1. Measuring the Impact of Special or ConcessionasyRaie Policies on Corporate
Income Tax Revenue of Sri Lanka
K. K. S. Hettiarachchi and J. M. A. Jayawickrama

2 Examining the Inter-temporal Dynamic Relationshiivieen Inflation and Volatility of
Inflation: Evidence from Sri Lanka
P. Shobini and S. Sivarajasingham

3. The Impact of Government Debt on Economic GrowtBiinLanka
A.S. G. S. Bandara

03.20 p.m. — 03.30 p.nRemarks by the Discussant
03.30 p.m. — 03.35 p.rtlosing Remarks by the Chairperson

Technical Session X: Agriculture and Farm Efficieng

Time: 02.00 p.m. — 03.35 p.m.
Venue: Room No. 106, Ground Floor, PGIHS

Chairperson: Prof. N. D. Samarawickrama
Department of Economics and Statistics, Facultirts, University of Peradeniya, Sri Lanka
Discussant: Prof. Marius Sorin Dinca
Faculty of Economic Sciences & Business AdministnafTransilvania University of Brasov,
Romania

02.00 p.m. — 02.05 p.mOpening Remarks by Chairperson

02.05 p.m. — 03.20 p.mPresentations:
1. Technical Efficiency and Its Determinants of Smalolder Rubber Farmers in
Kalutara: Stochastic Frontier Analysis
N. N. S. De Costa and A. Thayaparan
2 Cost of the Fertilizer Subsidy for Paddy Farmens:Empirical Investigation in Sri
Lanka
H. K. A. P. Hatharasinghe, D. N. T. Jayamanne and W. Athukorala
3. An Evaluation of Crop Damage Done by Wild AnimalsMeegahahena Grama
Niladari Division
P. A. S. K. K. Kahapola
03.20 p.m. — 03.30 p.nRemarks by the Discussant

03.30 p.m. — 03.35 p.tlosing Remarks by the Chairperson
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Technical Session XlI: Health and Human Capital
Time: 02.00 p.m. — 03.35 p.m.
Venue: Room No. 207, First Floor, PGIHS
Chairperson: Dr. C. R. Abayasekara
Department of Economics and Statistics, Facultértd, University of Peradeniya, Sri Lanka
Discussant: Dr. S. S. K. B. M. Dorabawila
Department of Economics and Statistics, Facultjuts,
University of Peradeniya, Sri Lanka

02.00 p.m. — 02.05 p.m.Opening Remarks by Chairperson

02.05 p.m. — 03.20 p.m Presentations:
1. The Impacts of Fiscal Decentralization on Healtlid@mes in Bangladesh
M. Murshed
2. Chronic Kidney Disease of Unknown Aetiology: A Rewi of Literature on the
Socio-economic Aspects
V. Ratwatte, W. Athukorala, S. Y. Bandara and R. Gangahagedara
3. Status of Health Sector Reforms in Khyber Pakhtwe(KPK): A Post-devolution
Analysis
M. A. Abbas and I. Ahmad
03.20 p.m. — 03.30 p.mRemarks by the Discussant

03.30 p.m. — 03.35 p.mClosing Remarks by the Chairperson

Technical Session XII: Gender, Social Inclusivenessid Human Protection
Time: 02.00 p.m. — 03.35 p.m.
Venue: Room No. 208, First Floor, PGIHS

Chairperson: Prof. Ramya Vijaya

Stockton University, New Jersey, USA
Discussant: Ms. A.V. K. Madhavie

Department of Economics and Statistics, Facultgrts,
University of Peradeniya, Sri Lanka

02.00 p.m. — 02.05 p.m.Opening Remarks by Chairperson

02.05 p.m. — 03.20 p.m. Presentations:

1. Integrating Women in the Clean Energy Supply Chadentifying Patterns and
Barriers to Their Inclusion Using Case Studies lgfa@ Energy Projects in India
P. Chauhan

2. Challenges of Social Inclusion of the Visually Irimed and Blind Persons in the Sri
Lankan Workplace
T. Suraweera an¥f. R. Dunuwila

3. The Impact of the Propotion of Female Directord-om Performance: An Approar
to Achieve Gender Equality
A.C.H.F.Zainab, H. D. N. N. Senavirathna, M. D. R. K. Jayathilaka,
W. M. S. Priyashantha, and T. A. D. K. Yasarathna

4.  Stimulating Factors of Social Inclusion of Childneith Visual Impairment and
Blindness in Sri Lanka
T. SuraweeraW. A. T. S. Perera, D. P. B. P. M. Dharmasiri, H. A. N. M. Rukmal
and V. A. H. Senaviratne

03.20 p.m. — 03.30 p.mRemarks by the Discussant
03.30 p.m. — 03.35 p.mClosing Remarks by the Chairperson
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03.35 p.m.
03.40 p.m.

04.15 p.m.
04.25 p.m.
04.35 p.m.

04.45 p.m.
05.15 p.m.

CLOSING SESSION

Time: 03.35 p.m. — 5.15 p.m.
Venue: Conference Hall, 2¢ Floor, PGIHS

Chairperson: Prof. J. M. A. Jayawickrama
Chair, PIERS - 2019
Department of Economics and Statistics, Facultjuts,
University of Peradeniya, Sri Lanka

Opening remarks by Chairperson
Invited Speeches:
Prof. Marius Sorin Dinca
Faculty of Economic Sciences & Business Administnat
Transilvania University of Brasov, Romania
Prof. O. G. Dayarathna Banda
Dean, Faculty of Arts,
University of Peradeniya, Sri Lanka
Awarding of Certificates
Concluding Remarks & Evaluation
Vote of Thanks:Prof. S. Vijesandiran
Advisor, PIERS — 2019
Refreshments
End of Symposium
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Joint Efforts for Innovation and Employment-Intensive Growth

Prof. Arup Mitra

Dean, Faculty of Economics, South Asian Universiigtia

1. Future Threats to Growth in the absence of Prodctive Employment

Particularly in regions which lack opportunities forogress the educated
unemployed youth tend to participate in unproducictivities, leading to
insurgency and social unrest. Subsequently it seoked that they exert a
strong influence on the local residents who are éelicated, motivating them
to revolt against the establishment. Since suchapproach is usually
destructive in nature any attempt to initiate depetental programmes in
these regions then fails miserably. It also leamlseruptions of frequent
violence, resulting in loss of life and resourcEise disturbed atmosphere is
then a disincentive to attract new investment thise regions. The lack of
adequate infrastructure in any case reduces inesstffow. On top of that
violence works as a major retarding force. Muchhef scare resources then
get diverted to controlling crimes instead of besggent on developmental
programmes. Even if the revolution would have augsn concern in the
beginning, often it is observed that any extremer@gch leads to a chaotic
situation. Crime and poor governance are the ntgoses of sluggish flow of
FDI and domestic investment both. On the otherdhagovernment
investment receives major oppositions from the lloeasidents and thus
remains unsuccessful. All this leads to a viciouwsle of less development,
lack of opportunities improving the living conditi® and low levels of
productivity.

The Indian manufacturing sector represents vegelamits and small units,
characterized by a ‘missing middle’. If due to ioafity it is not possible to
nurture the entrepreneurial ability of the middlass, new pathways to
enhancing growth cannot be explored, and the netliads for productivity

improvement cannot not be evolved. The represemtati the middle class in
the industrial sector as entrepreneurs is ratha@tdd particularly due to the
lack of investible resources in their hands. As Madar (undated) writes,
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India’s manufacturing sector is characterized lapalistic nature — with the
two strong modes of very small-sized firms (fewert ten workers) and very
large firms (500 or more workers). Though labouvdaare usually held
responsible for such dualistic development, theotactors connected with
inadequate education, infrastructure and industpalicies are equally
important. The resultant concentration of employtngnowth in the large
informal sector has prompted certain efforts faeading benefits to workers
in this sector as well as to the formal sectoheflabour market though these
programmes have still not been implemented adelyu@iazumdar, 2010).

In a number of sectors corruption is on the riskictv is the main cause of
growing inequality. Though there is literature iefehse of corruption, i.e.,
‘grease the wheel’, the benefits rendered to thtary party is always at the
cost of the other competitors. Hence, corruptiomecé lead to a situation of
pareto optimality. It rather results in loss ofjmuttand productivity in the long
run at the aggregate level notwithstanding indigidgains. Of course if the
individual gainers happen to be the giant firmsdterall industry may show
a positive growth. However, if an aggregate pictsrdrawn relating to the
potential loss of public revenue and its utilizatiowards infrastructure and
human capital formation the magnitude of loss,ipaldrly in meeting the pro-
poor growth objectives are substantial. Usuallyhia literature we focus on
the effect of growth on poverty and do not consitierreverse causality and
the quantum of loss in growth due to high levelpaterty. Higher poverty
means lower levels of productivity and less growitthe long run. Besides,
with less purchasing power in the hands of a laegion of the population
there is less demand for goods and services ingjutihose which are
produced in the informal sector. After all prodoatiof these goods involves
labour intensive methods which in turn provide sesrof livelihood to many.

On the other hand, in an economy with low levelsrnobmes the demand for
high quality goods and services is highly limitddhe entrepreneurs do not
have incentives to innovate and improve the pradoanethods which will
involve substantial gains in terms of total facppoductivity growth and
without productivity gains meaning higher returns relation to input
utilization, resources cannot be generated for ldpmeental programmes
which are prerequisites for sustainable growth dadelopment. Without
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requisite innovation and improvement in the quadityhe products the export
potentiality of the economy cannot be tapped and the demand may slide
down in the long run. This is likely to result wsk in growth and employment
of particularly those who are more vulnerable dumadequacy of skill. With
rising inequality and poverty people tend to substinutritious food by other
cheap products which affect productivity adversélieir ability to incur
expenditure on both protective and curative hezdtle remains poor, resulting
in declining contribution of labour in the procedggrowth. In the face of all
this, greater capital intensive methods of produrctivill aggravate the
‘employment problem’ further and hence, greatee edall have to be taken to
address the dual objectives of growth and employmmeation. If the import
of technology and the current patterns of innovatm develop appropriate
technology are not adequate to augment employmenter paths will have
to be explored particularly in the wake of the nadustrial revolution which
is expected to be much more capital intensive & dbming years. Much
greater attention will have to be paid to skillf@tion and training aspects so
that the quality of labour in India emerges to conf to the international
standards and the future investments.

2. Fourth Industrial Revolution and Employment Challenges

Unlike the first and the second industrial revaatiwhich used water and
steam power and electric power respectively toterpaoduction the third
industrial revolution used electronics and infonm@atechnology to automate
production. The fourth industrial revolution whiteuilding on the third,
introduces the digital revolution and is characedi by a fusion of
technologies, blurring the lines between the plaJsidigital, and biological
spheres In the backdrop of this new revolution the woisywhether the
phenomenon of jobless growth will become a prevalghenomenon,
especially in developing countries confronted vaxtess supplies of labour
in relation to demand. The technology which is nfaawred in the western
countries has been highly capital intensive andl skensive as observed
since the third industrial revolution. This suitibeé labour market conditions
of the developed world where with sluggish popolatyrowth labour supply

! https://lwww.weforum.org/agenda/2016/01/the-fourtttistrial-revolution-what-it-means-
and-how-to-respond/
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growth decelerated considerably. Further, with aigiducational attainments
the labour market of the developed countries wgeds an almost
disappearance of unskilled labour.

The import of capital and skill intensive technoldgom the developed to the
developing world results in sluggish employmentwgio though UNIDO
(2005) urged that such technology mobility shouéd facilitated by other
means of reforms on the macro front. Globalisatiod the economic reforms
pursued by most of the countries at the behest@id\Bank-IMF initiation
did witness a sharp decline in the effective rdt@rotection and domestic
resource cost and other trade barriers all of whEnhouraged import of
technology. The adoption and adaptation of thes®national technologies
are indeed costly because of tacit knowledge amdmmistantial sensitivity of
technology (Evenson and Westphal 1995). Unlessroiting country has
significant technological capability, it cannot lfulutilize the imported
technology Besides, imported technology may require more exkilthan
unskilled workers while developing countries areally have an abundant
supply of the latter type. Acemoglu and Zilibo2DQ1) argued that due to the
difference in skill scarcity, technology in devesapcountries tends to be skill
intensive and is inappropriate for developing caest Though UNIDO
(2005) argues that it is still cheaper for a lateeo to buy the technology
already invented by others than to re-invent theeththere can be serious
implications in terms of employment loss.

Thus, given the sluggish growth in labour demantthéformal component of
the manufacturing sector there is a great dealtefest to vouch for domestic
innovation which may prompt the production of shiéa technology
contributing to productivity and employment simakausly. However, at the
advent of the fourth industrial revolution whiclvatves several countries in
terms of technology sharing and technology spi+fadomestic innovation is
also expected to be highly labour displacing. & tiew technology enhances
productivity as well as promotes employment, theiah is clear. Such a
possibility, though empirically difficult to matedize, exists at least
theoretically. For example, technological progresags in upward shift in
the production frontier, which would mean highevels of output for the
given levels of inputs. In such a situation if thew technology becomes
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labour intensive, the rise in value added and eympémt both will be
witnessed. However, the value added growth willni@re than the rise in
employment, and hence, labour productivity can albtushoot up.
Conversely, the new technology can dampen employraed improve
productivity by adopting capital-deepening process.

Choli, Yub and Jin (2002) analyzed the implicatiohblicks-neutral technical
progress for a small Harris-Todaro economy withiakde returns to scale.
The analysis demonstrates that the welfare eftédeschnical progress consist
of three components, i.e., the primary growth éffégwe returns-to-scale effect
and the employment effect. This type of decompasiis indeed useful as it
deciphers the effects of technical progress intcoua components. Besides,
the study works out the possibilities under nonstant returns to scale which
is @ much stronger possibility in the real worldriba constant returns to scale
situation. Under constant returns to scale the ipitisg of poverty-
aggravation may not exist and one may concludetéuainical progress will
be beneficial. But with the introduction of non-stemt returns to scale,
technical progress can lead to the returns-to-sfédet, which can be of any
sign, and the sum of the primary growth effect #mel employment effect
again can be of any sign. In other words, growthheut employment
generation is possible as technical progress tengiuce labour absorption.

Technical progress and rising capital intensitythe literature are almost
synonymous. On the other hand, innovation in the bf labour intensive
technical progress is a difficult proposition. Teepital intensive technical
change also has important implications for rateéedistrialization and capital
accumulation even when the economies, particularilye developing world,
are characterized by a dual economic structureleiteWilliamson and
Cheetham (1972) noted that increases in the bigstena to inhibit the rate
of industrialization and reduce the rate of cap#atumulation without
appreciable changes in per capita GNP growth. Beliat these results is the
extent to which labour absorption in the industsiadtor is affected. The study
observed an important retarding influence that emdates over time. It
guestions the wisdom of introducing labour saveahhology in the industrial

2 However, when output is fixed, the shift in teclogy from being capital intensive to
labour intensive would result in deteriorationabdur productivity.
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sector in order to enhance per capita growth. Titleoas rather noted that per
capita income is mostly insensitive to the techgwlal bias introduced in the
industrial sector of the developing countries. Herbe outcome is neither an
increase in per capital income nor a rise in empleyt in the industrial sector
in response to adoption of capital intensive tetbgo

In fact, Mureithi (1974) elucidates this point wigneat lucidity. The rising
capital-labour ratio means that each job creatienolmes more capital-
expensive. Of course it must not be supposed ikiagrcapital intensity is
bad per se as a large part of the capital formatauid be devoted to the
building of infrastructure like roads, public worksommunications, etdhe
“compensation theory” as Vivarelli (2011, 2013)msiout, argues that technological
unemployment is a temporary phenomenon. The lageing effects of technology
can be offset through: “(1) additional employmenthe capital goods sector where
new machines are being produced, (2) decreasesidespresulting from lower
production costs on account of technological intiovs, (3) new investments made
using extra profits due to technological changedétreases in wages resulting from
price adjustment mechanisms and leading to higbeeld of employment, (5)
increases in income resulting from redistributidrgains from innovation, and (6)
new products created using new technologies" (¢ilia2013§f. However, Vivarelli
(2014) concludes that the compensation mechanisagire strict assumptions,
overlook the secondary adverse demand effectsriagtresult from falling wages,
and may not all work in tandem. Thereforeconomic theory does not have a clear-
cut answer regarding the employment effect of iatiom. Hence, one should ...
focus on aggregate, sectoral, and microeconomiciricapanalyses that take into
account the different forms of technical change the various compensation
mechanisms and the possible hindrances they face.

A positive relationship between innovation and ewgpient has been
conceptualized in a novel way by Saviotti and PyR@04). Interpreting
economic development as synonym for new goodsjces\or sectors they
view it as a result of increasingly systematic ngennovation. It is quite
natural that as the old product or services mataraployability declines.
Thus, to improve the level of employment in a coméius manner, innovation
has to go on and new goods and services have poodeced. In this sense
innovation and employment can go hand in hand. akikty to reap variety
is a manifestation of economic development, whiohturn can create

3 Also see Vivarelli (1995) and Pianta (2005).
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employment steadily. Also, on the productivity frais growth may not take
place indefinitely implying upper bounds on sedt@mductivity growth. In

order to augment the productivity growth at therdoplevel efforts have to
be pursued to create new sectors. On the wholgdbsibility of a positive
relationship between innovation, employment andwgjiois very much

comprehensible.

On the whole, R&D does not seem to enhance themeaince index in a very
significant manner across industry groups consalgr¢he study. The lack of
extensive evidence on impact of R&D on TFPG suggstt innovation does
not necessarily result in technological progressth@ other hand, the positive
impact of R&D on efficiency can be interpreted las éxpenditure incurred to
realize the potentiality of the technology whichpassibly imported. For
technological up-gradation the firms will continieedepend on imports from
developed countries. Given the huge innovativevaies pursued in the west
the future technology which is likely to be adoptgdmost of the countries
will be of western origin. And this will not suibé labour market conditions
of the developing countries as most of the newreldgy will be highly
capital and skill intensive (Mitra, 2010). Globali®n, reduction in
mobilization cost of technology and the shiftingtieé production base from
the developed world to the developing nations hedkesady resulted in a rise
in capital-labour ratio in most of the industry gps in India. Based on the
data for the aggregate organized manufacturing fAamual Survey of
Industries a decomposition of value added growtkerms of employment
growth and productivity growth is carried out tdideate the contribution of
labour to value added growth vis-a-vis the capitnsive technology (Table
5). Only a handful of industries are seen to haxpesenced a rapid
productivity growth of at least 5 per cent per anmand employment growth
of at least 4 per cent per annum simultanedudltough there is no huge
trade-off (in terms of a negative correlation) bedw productivity growth and

4173 (manufacture of knitted and crocheted fabrit8, (dressing and dyeing of fur etc), 232
(manufacture of refined petroleum products), 28Hufacture of structural metal products,
tanks etc), 300 (manufacture of office, accountimgd computing machinery), 312
(manufacture of electricity distribution and comtepparatus), 319 (manufacture of other
electrical equipment), 332 (manufacture of optioatruments etc), 372 (recycling of non-
metal waste and scrap) and others.

xli



Peradeniya International Economics Research Sympog019

employment growth across industries, the positivaretation across
industries is highly negligible, i.e., 0.08. In ethwords, capital intensive
technology has been adopted in several industeasding to a rapid value
added growth and labour productivity growth. Thssaiso reflected in the
growth in capital-labour ratio across various g®tipat witnessed a growth
rate of more than 4 per cent per annum.

3. Joint efforts to mitigate these challenges

The overall ‘employment problem’ in the contexitloé developing countries
can be conceptualized in terms of working poocahnot be gauged merely
in terms of open unemployment rate because manyotaiford to remain
unemployed for long. Hence, in the absence of atanbial demand for labour
the excess supplies take respite in low produgtinfiormal sector activities,
which offer meager earnings. Given the sluggishleympent growth in the
high productivity activities in the Indian contetite concern for actualizing
inclusive growth has been growing significantly tims context which sector
can play the lead role is an important questiorloiing the historical
experience of the developing countries industtpésobvious choice. But the
share of industry in total work force is only 12&r cent (in 2014-15, ILO,
India Labour Market Update)and in value added 17.8 per cent (in 2015-16
in 2011-12 prices, CS®@) Further, the share of informal or unorganized
component within this sector is very large. Asdarthe formal or organized
manufacturing is concerned the labour intensivestries did not necessarily
witness a rapid employment growth during the ref@eniod (Mitra, 2013).
The composition of the aggregate manufacturing shibzat food, beverages
etc. account for nearly 10 per cent, and textitesand metal etc. 13 per cent
each and machinery and equipment 20 per cent ofjyibgs value added
originating from this sector. Given these broadrabgerization it is worth
examining if innovative pursuits of the firms ari&kely to reduce the
employment growth further, aggravating the ‘empleynproblem’ of the
economy.

5 http://www.ilo.org/wemsp5/groups/public/---asiafe-bangkok/---sro-
new_delhi/documents/publication/wcms_496510.pdf
Shttp://www.mospi.gov.in/sites/default/files/reporésd_publication/statistical_publication/
National_Accounts/NAS17/S1.6A.pdf
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The need of the hour is to undertake joint innaratso that the common
requirements of the South Asian economies can teeased. Innovation is a
costly affair which cannot be undertaken by theividdial countries. The
scarce resources will have to be directed for agarakntal purposes. Hence,
experimentation possibilities are limited. But tjent efforts can help
productivity growth and employment growth both tngh technological
progress, efficient utilization of the technologydaskill development. We
must also realise that ICT development is an imtlegart of technological
progress. Hence, the joint innovation ventures@sée areas are to be initiated
aggressively by these countries.

With limited industrialization the wave of tertiaation is on the rise. Whether
it will be able to sustain the long run growth is important question. And
whether it will be appropriate to exhibit the ingiveness aspect by creating
productive employment opportunities is even moaenaing given the excess
supplies of labour we have. In what ways the loadpctivity employment in
the agriculture sector and the urban informal sezda be transformed to raise
the productivity and earnings of the workers netedse investigated. These
problems are common across countries because piiesiand demand
conditions hold a great deal of commonality giviea similarities in the socio-
economic and cultural spheres. Hence, joint effaitshave to be initiated
not only to make them cost effective but also there alternative left for us.

xliii
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Determinants of Regional Development Disparities in
Sri Lanka: An Empirical Investigation into Development
Trends and Issues

J. G. Sri Ranjith and H. R. A. C. Thilanka

Department of Economics and Statistics, Universitieradeniya
Sri Lanka

Keywords: Capital and Recurrent Expenditure; Education Sector
Provincial Councils; Regional Disparity

Introduction

Regional disparity is a highly discussed topicagional development under
spatially unbalanced economic development in tesmsiequal resources or
income distribution. According to the literaturegional disparities can be
classified as social, economic and territorial dréges (Kutscherauer, 2010).
Among these different classifications, economi@digy is particularly seen

through regional output, employment or income whglguantitative, and

with many other qualitative dimensions that aratesd to living standards of
a regional community.

In the Sri Lankan context, the distribution of presral per capita GDP over
the last few decades reveals that inequality isicenably high. It shows that
stark regional disparities remain between the Wedeovince and the other
provinces with the former accounting for half ofecall economic activity,
leading by a wide margin of income share. Sri Lamkglemented the
Provincial Council system in 1987 to provide greaetonomy to local
governments to take necessary measures to inctieadecal share of the
resources and thereby provincial GDP and employmEitvever, this
measure does not seem to have addressed the nsaies igffectively.
According to Waidyasekera (2005), the Provincialugmol system has
produced a Centre-biased economic syskescal capacities of provinces are
very unequal and there is a wide disparity betwtbendifferent provincial
administrations in terms of revenue performanceexpmenditure levels, and
even in the allocation of grants.
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Regional convergence and spatial distribution lgs@areed vast interest among
theoretical and empirical academic discourses (Aggou, 2014). Rey and
Montouri (2006) found strong patterns of both globad local spatial
autocorrelation throughout their study period, &nel magnitude of global
spatial autocorrelation was also found to exhilpdrey temporal co-movement
with regional income dispersion. For Indonesia,d@egarmo and Vidyattama
(2006) observed that despite the existence of negjiocome disparity, there
is conditional regional income per capita growtargence. And saving of
physical capital, trade openness and the contabudf the gas and oil sectors
are the determinants of this provincial incomegaita in Indonesia.

Although there are many descriptive research patiins available regarding
the Sri Lankan development disparities across regionly a few studies
focus on policy effectiveness and the significaotstrategies implemented
so far at sub-national level. This research gagldressed in this study, and
we explore the determinants of regional developrdesparities in Sri Lanka
with more statistical precision. This study focuses powerful regionally
diverse socio economic and cultural factors asrdetents of regional
development dynamics in Sri Lanka. We expect tealte of this research to
help a better understanding of regional developnmeritalances and the
required policy corrections.

Objectives

The main objective of this study is to investigtite determinants of regional
economic development disparities in Sri Lanka. Ditleer objective is to
identify possible policy implications to mitigatdet regional economic
disparities.

Methodology

This study uses annual panel data for the nineipces (Western, Central,
Southern, North Western, North Central, Uva, Sajmraiwa, Eastern, and
Northern Provinces) in the country considering pleeiod from 2010-2015.
The data were extracted from annual reports ofFthence Commission of Sri
Lanka, annual reports of the Labour Force Surveg@Department of Census
and Statistics, Sri Lanka and annual reports ofCietral Bank of Sri Lanka.
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This study uses a Fixed Effect Multiple Linear Rexgion Model for the panel
data analysis. At this stage of our model estinmatice specify the regression
model based on the characterization of regionaleldg@wment disparities
assumed to be closely associated with per capl&G@IP. This measurement
in regional development analysis is supported leyliterature on previous
research as well (Antonescu, 2014; Wijerathhaal 2014; Cai, Fangt. al
2002). The Fixed Effect Multiple Linear Regressindel can be specified
as follows:

PGDP, = ag + a; CEXP, + a,REXP; + a3 IEDU;; + o, IHEL + agIRS;, +
agUNEM; + p; + €3¢ (1)

With PGDP: per capita GDP, CEXP: Capital Expeneit(Criteria Based
Grant), REXP: Recurrent expenditure, IEDU: invesitria education sector
(Province Specific Development Grant), IHEL: invastt in health sector
(Province Specific Development Grant), IRS: investin road sector
(Province Specific Development Grant), UNEM: uneoyphent rate,u::
individual specific fixed effectg;,: error term (0,6%). All the independent
variables except UNEM are presented as absolutes#Rs. Million).

Results and Discussion

As the first step of the data analysis the pooledrassion (OLS) was
conducted. Since the study mainly focuses on paatal analysis, the Fixed
Effect Multiple Linear Regression Model was coneuctfollowing the
Hausman test. According to the results of Hausraat) the Null hypothesis
is rejected at 1% significant level implying thatefd effect estimation is
preferable compared to random effect estimation.

Table 1: Results of the fixed effect estimation
[ 1

Variable Coefficient  Std. Error t-Statistic Prob.

5
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CEXP 29.44 11.38 2.58 0.0t4
REXP 22.81 2.48 9.18 0.000
IEDU 150.33 76.11 1.97 0.08%
IHEL -120.27 253.09 -0.47 0.637
IRS -223.649 124.69 -1.79 0.080
UNEM -16142.48 10636.57 -1.51 0.137

C 176981.30 64530.95 2.74 0.009
R-squared 0.88 Mean dependent var 359844
Adj. R-squared 0.83 S.D. dependent var 128118

The estimation results reveal that Capital Expemditf( CEXP), Recurrent
Expenditure (REXP), investment in education se@®bDU) and investment
in road sector (IRS) variables affect the provihd®GDP since these
independent variables are statistically significamhile other independent
variables namely investment in health sector (IH&RY unemployment rate
(UNEM) are not significant. Furthermore, CEXP, REXEDU are positively

associated with provincial PGDP while IRS has aatigg association.

Table 2: Cross-sectional effect

Province_variables Effect

1 Western 222768.80
2 Southern -16452.98
3 Uwa -26958.27
4 Central -40715.65
5 Sabaragamuwa -64233.33
6 North Wester -38160.82

7 North Centre -38485.49

8 Eastern -58950.50
9 Northerr -18939.31

Results of the estimation imply that provincial iap and recurrent
expenditure, investment in education sector atesstally associated with an
increase in provincial per capita GDP. Moreoveesthexpenditures are the
main determinants of the differences in provinpid capita GDP. Moreover,
cross-sectional effect is also estimated in oraerdentify the regional
disparities in terms of provincial per capita GOmRe results (see Table 2)
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indicate that except for the GDP per capita of \&@sProvince, values of per
capita GDP of other provinces are less than trexaapt value of per capita
GDP, which implies that the income accumulationhiaitthe Western
Province occurs at a higher level, while less ineancumulation is taking
place in other provinces in the country. This difece arises mainly due to
the concentration of a large portion of leading necoic activities and
availability of related facilities in the WestermoWince compared to other
provinces of the country. Thus, it directly conrsettt the production process
and market formation. This process stimulates aadd to the creation of
more income in the Western Province and unequahiecdistribution across
provinces in the country.

Conclusion

Findings of our study show that greater income eatration is experienced
in the Western province, while other provinces eiguee less income
accumulation, which leads to adverse impacts ordéwvelopment potentials
of other regions. Furthermore, these results indidhat differences in
provincial-wise capital and recurrent expenditarg] investment in education
sector help increase the level of provincial-wiser gapita GDP. The
estimation results therefore, implies that if tmevailing situation is allowed
to continue in the development discourse in Srikaarachieving political

stability would be a futile objective at the codt enormous economic
hardships to the majority in the society at natidenxzel.

If the current development policy were to achieliis objective, spatially

targeted or place-based development should batmeat. This may need tax
concessions for industries to locate in laggingvimes or private-public

partnerships to stimulate location of industriesuich lagging regions. Since
the current system of local government is compfekunctional procedures
and weak in capacity, the central government shoakd the necessary
initiatives in this regard. Therefore, the laggiregions such as Northern,
North Central, Uva, Sabaragamuwa and Eastern dygsegd more financial

allocations to upgrade social and physical infragtire, and facilitate the
livelihoods of the people.
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Introduction

The 2030 Agenda for Sustainable Development prevalbolistic approach
to development by integrating its social, econoraied environmental
dimensions, and making the process participativerigaging all the relevant
stakeholders, including women, and implementingpgteciple of “leaving
no one behind.” While the SDGs recognise the ingyané of gender equality
(SDG 5), and clean and affordable energy (SDG Farseely, there exists a
gender-energy nexus which makes the two goals rhytteanforcing. The
gender-energy nexus arises because of differemggmeeds of men and
women due to gendered roles and responsibilitidseimousehold and society.
Women share a disproportionate burden of domeltices like cooking, and
therefore energy becomes their primary responssitiiia household; most of
which is obtained from traditional biomass fuelstsas wood, charcoal, and
agricultural wastes due to lack of access to clefmmms of energy.

Such dependence of women on traditional fuelsdause for concern due to
various reasons. Firstly, the task of fuelwoodetilbn is physically exerting
and unsafe. Secondly, it takes away most of thee,tsubjecting them to time
poverty and leaving little or no time for them tmdertake productive
activities. Thirdly, the use of traditional fuelauses indoor pollution and has
adverse health effects. In India, 53 percent ofpibieulation lacks access to
clean fuels and technologies for cooking, with tepent per day on collecting
such fuels ranging from 40 minutes to 2 hours afmqubsure to smoke from
traditional fuels causing 481,738 premature deatB917 (Data World Bank,
2017; IEA 2019). Access to clean energy for womas thie ability to reduce
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their time and energy poverty. For instance, aystodnd that the use of an
improved cookstove could reduce the time spentamkiog by 20 minutes,
which was further reduced by 1 hour 10 minutes w&itove using non-solid
fuel. This leaves them with more time for produetactivities, and therefore
expands women'’s opportunities for education and paiployment.

The existing literature that explores the gendergy nexus sees women as
victims of energy poverty, recognises the nee@duce their drudgery within
the sphere of household, and accordingly consithen® as beneficiaries of
increased access. However, the emerging literatmrgender-energy nexus
goes beyond the role of women as “users” and “beiaees” of clean energy
and emphasises the role that women can play imekpgclean energy. Such
literature argues for women being active stakehesldad part of the process
of providing clean energy. The underlying basithet since women are the
ultimate consumers of energy, they drive demancéarsehold energy and
determine shifts in energy use patterns; therefaking it imperative for the
clean energy initiatives to be reflective of thairergy requirements.

One of the ways in which this can be done is bggrdating women in the
energy workforce, particularly in the supply chainclean energy products
and services, as it will cater to women’s energgdsebetter, and bring greater
acceptability and adoption of such products. Aisintegrating women at all
levels of the supply chain including product desigroduction and
manufacturing, distribution and sales, and aftéessaervices is called for.
Based on this, the paper investigates the oppaosnand barriers for
women’s integration at all the levels of the clearergy supply chain, and
identifies the key determining factors for the safm@ugh case studies of
ongoing initiatives in India like SURE, Solar Sah@&arefoot, SEWA and
Jagriti for markets for clean cookstoves and rqofolar systems.

Objectives
The objective of the paper is to understand thévewgp nature of the gender-
energy nexus in the context of making women a phithe clean energy

workforce. The goal is to identify entry points fwomen in the clean energy
supply chain in India, including product designiagd corporate segment,

10
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production and manufacture, distribution and saes, after-sales customer
service; and to identify key determining factorsttiwill facilitate such
integration. Further, the paper seeks to identify barriers that hamper the
involvement of women at each level of energy sugplgin, and examine the
impact of gender roles on such integration.

Methodology

The research is developed through a survey ofiegistata and review of
relevant literature and existing initiatives an@grammes in the discipline.
The research is quantitative and uses statistogds tto analyse data. The
observations are inferred from data sets for addi-period from 2002-2017.
The sectoral scope of the research focusses onaHeet for clean cookstoves
and rooftop solar systems. Research methods inchaetel analysis, case
studies and sector-specific comparative analysimntative assessment of
data on use of traditional fuels, access to clesrgy among women and
adverse effects of energy poverty among women e groductivity and
health has been done and inferences drawn for ¢neleg-energy nexus.
Further, a sector-specific quantitative data amgalfgg women'’s integration in
the clean energy supply chain has been done ugingd analysis method and
cross tabulation of data on variables includingrall@vomen’s participation
in the clean energy workforce in each sector tdupier disintegrated into
women'’s participation at each level of the clearrgy value chain. These
variables have also been corroborated by undegdkimcase study of SURE
and Solar Saheli projects in India to establishsaity among the key
variables and the outcome, and provide a sectaifgpecomparative
assessment. The case study method has furtheruseento draw on the
experiences of projects including SURE, Solar SaB&WA and Jagriti and
make inferences on barriers for women’s integraiiorthe clean energy
supply chain. For the purpose of assessing batoevemen’s integration, the
key variables assessed are availability of migrarice and institutional credit,
role of education in terms of level of educatidar-instance higher secondary,
and type of education - for instance technical arahagerial education. All
these variables have been identified based onwedfiditerature, availability
of datasets and objectives of the research. Tha swirces will consist of
database and reports from international organisstinational governments

11



Peradeniya International Economics Research Sympog019

and local projects including IRENA, Global CleandBmg Alliance, UN
Women, UNDP, Energia, IRADe.

Results and Discussion

There are differences in patterns in women’s iraéign in clean energy
supply chain across sectorEhere are variations in women'’s participation in
clean energy supply chain across sectors. In rpaiddar systems, women are
most prevalent in office based positions of design{18 percent) and
corporate levels (34 percent), while for clean &oke, women are primarily
engaged in the distribution and customer care sesvio the exclusion of
designing and production segment.

Patterns in women’s integration in clean energy@yhain are determined
by gender roles and norms in societlfactors determining women’s
participation in the clean energy supply chain udel safety and security
concerns, limited mobility outside the househoéductance to interact with
men, and preferences and ease of working with wamgre community. The
determining factors are the same for both the tedesectors.

Lack of technical education is a key barrier to veors integration at the level
of product designing, maintenance and operatiomsl eustomer carekor
women as product designers and service provideckeah energy products,
lack of technical education remains the biggestidra; affecting their skill
development and impeding their integration in tleae energy supply chain.

Lack of access to finance is the main barrier fanven’s integration as
consumers and suppliers in clean energy supply nchBor women as
consumers, unaffordability of energy products aifficdlty in access to
finance limits their purchasing power for clean rgrye Lack of access to
finance also limits women’s participation as eneegjrepreneurs since it
limits the capital required for purchase of invegtand maintain operations.

Different approaches to provide finance rely oniEmwvomen’s network and

collectives:Jagriti, an NGO in the Himachal Pradesh that pres@nergy
efficient technologies, ensures customer affordaidly negotiating directly

12
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with fuel and cookstove providers to provide thedarct in bulk. It organises
women savings and credit groups (WSCG) where waaneexpected to pay
their group organiser in small monthly instalmemisr six months. They also
support members to make payments by allowing themrctess intra-group
loans and group collateral. Self-Employed Women&sdiation (SEWA)
Bharat mobilises subsidy from government schemddauilitates financing
from nationalised banks and SEWA Bharat’s micr@afice models like the
SHGs and credit cooperative to buy products on.ltasiso partnered with
the IFC to provide accessible loans to its memfmgrprocuring clean energy
products. Their Grassroots Trading Networks for VEam(GTNfW)
intermediate with local banks to provide “Hariyldans” to target families.
The IFC have set up a partial credit guaranteersetie provide capital to the
initiative. While the approaches to provide finaece different, they rely on
women'’s networks and organises them in collectives.

Conclusion

Against the background of the role that women dag m expanding clean
energy access, the trends in their integration ¢tgan energy supply chains
vary across sectors and segments. Despite suchtioas, the factors that
determine such integration show similarity and lbased on the gendered
norms and roles that exist in society. Further,ldhgiers to integration are
mostly in the form of lack of access to finance &wk of technical education
and need to be addressed. In such a scenariojsleeneed to integrate women
at all levels for better functioning of clean enenmgarkets. For instance,
including women at the product designing stage wwke the product
culturally appropriate and better cater to womensking needs. The issue of
lack of finance for women has till now been addedsasing micro-credit
facilities and SHGs. However, there is a need tbeyond those institutions
to enhance financial inclusion for women and previtstitutional credit. The
projects to promote clean energy access should focwapacity building and
skill development of women to enable them to act¢esbnical jobs in the
clean energy sector, and increase their particpat policy making. Further,
there is a need to engender energy projects amzgsio provide equal access
to resources and enhance women’s role in decisaking. This will ensure
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that women are not left behind and get equal oppdres to participate and
benefit from transition to clean energy.
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Introduction

Sri Lanka is well known as a country that ende@®-a&ar civil war of which
the scars have not yet healed. The end of thisaboiil war was also a
beginning of a new era of peace and developmentaBka can only achieve
sustainable development via long-term investmemtscbnomic, human and
environmental capital. The inclusion of a focusgemder equality as thd'5
goal within the Sustainable Development Goals (SD@sstrates the
importance of women’s contribution to the econongcowth. Both
empowering women and ending gender based disgaatie essential for
sustainable development. More vigorous efforts dlrequired in order to
achieve gender equality in terms of women’s empoweat even though it is
evident that there are changes in the stereotyya¢ptevailed in the past. If a
country makes better utilization of its female plagpion, it would pave the
way to increase economic growth, reduce povertgiteand enhance the well-
being and living standards of its citizens. In eortteclose the gender related
gaps, the governments have the responsibilityke itato account the gender
dimensions while implementing policies so thatahensure that it doesn’t
fail to make complete utilization of human capredources (OECD, 2008).

The focus and concern for women representationsmiess management has
increased specially after the financial crises eoporate scandals such as
Lehman Brothers and Enron. Many countries in Eurbypee adopted
regulations in the form of legislative gender gsdtar corporate boards. The
main aim of implementing such gender quotas is¢albthe glass ceiling and
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provide an equal chance for both males and femialesaching top positions
of companies. However, the underpresentation of @om senior positions
in Sri Lankan firms indicates that they do not phedominant role in the labour
force as do females in developed economies. Thrsisly due to women in
developing economies such as Sri Lanka being tilpicanfined to family
and domestic roles and therefore tending to havisibie barriers in climbing
up the corporate ladder and representing themsetvesards. Therefore, the
Labour Force Participation Rate (LFPR) is low inl%mnka mainly due to the
low contribution of women to the LFPR (CBSL, 2014).

The issue of underrepresentation of women in catpoboards has gained
substantial attention in today’s corporate worlbefe is a significant amount
of evidence supporting this research issue in theldped countries. “In an
attempt to address this question, many scholdheirecent years have studied
the effect of women directors on firm performanidewever, the empirical
evidence of the extant literature inconclusive amas$t studies focus on firms
in the U.S. and a few other developed economiesl, Wei and Xie, 2014,
p.170). Thus, investigating this research gap 8ridcankan context will be
important to identify the extent to which womenediiors in the listed firms
of Sri Lanka have the power to make strategic dwtssand enhance firm
financial performance. The role of public listedrqmanies is important since
they have the ability to boost the performanceroéeonomy by contributing
to the growth of financial institutions, creatingeloyment opportunities and
developing infrastructure facilities. If board genddiversity can trigger
profitability and performance of the listed firmden it will also be a
determinant for economic growth.

Objective

The main purpose of this study is to investigateithpact of the proportion
of female directors on firm performance of comparisted in the Colombo
Stock Exchange (CSE).

Methodology

In order to investigate the impact of the propartid female directors on firm
financial performance, this study is based on a&pdata set of the 297 CSE-
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listed companies. There are two main panel estimatiethods commonly
used in literature which are pooled Ordinary Le&dgtares (OLS) and panel
regression with Fixed Effects (FE). However thisdst employed panel

regression FE to estimate the main regression nmasdtiis method helps to
avoid constant omitted variable bias and yearly dtle to unobservable
heterogeneity. This study overcomes limitationghaf existing Sri Lankan

literature by selecting all the listed firms in #le CSE classified sectors
during the period of 2012 to 2018. Consisting aflservable and unavailable
data, the final data set consists of 1,865 firmrya@servations on over 281
listed companies. The following is the main regi@ssnodel in this study:

FFPL'LL =Y BGDit +)BIBCit +ﬁ2FCit + a; + T + Eit

with FFP: Firm Financial PerformanceReturn on Assets ratioBGD: Board
Gender Diversity Rropotion of women directors on boar@C: Board Char
(Board characteristicslFC: Firm Charirm characteristics); Company and

: Time,a: intercepts: Individual impact with the time ared white noise error
term.

Variables of the regression model were chosen baséte common variables
used to measure the impact of women directors rom lerformance in the
literature. Financial Performancemeasures the extent to which companies
achieve their financial goals and this is essemdialetermine the success of
the firms. In this study, Return on Assets (ROAjorés used as the proxy to
measure financial performance since ROA is a widebed financial
performance indicator (Liu, Wei and Xie, 2014). §hatio can be calculated
as net income divided by total assets. The prapof women directors on
the board is taken as proxy to measure the B3I was measured using the
percentage of female directors on the board. Cbranables used in this
model are grouped into two categories, BC and F@.[doard characteristics
consist of chairwoman, independent board directoosyrd size and Chief
Executive Officer (CEO) duality while the firm claateristics consist of
leverage and firm age. With regards to the comaoiables, chairwoman is a
dummy variable that equals 1 when the board clsia iwoman and O
otherwise. Independent directors is the percentdgelependent directors in
the board. Boardsize is the natural log of the haaze. CEO duality is a
variable that equals 1 when the chairperson and SEe same person and
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0 otherwise. Leverage is the total debt divideddisl assets. Firm age is the
natural log of the number of years that the firmisted with CSE.

Results and Discussion

Table 1 shows the descriptive statistics for alariables used in this study
for 1865 firm—year observations. The approximatbROA has a mean value
of 5.2%. The mean percentage of women in the dirdatard is 0.08 which
is remarkably low. The average board size is egu8l02 and the maximum
number of directors in the board is 18 while thenimum is 2. Average
independent directors of the director board, i®regal as 38.8%. The average
leverage ratio reveals that the CSE listed compamaee a mean of 45.6% of
debts relative to their assets.

Table 1: Summary statistics of panel regressionaghod

Variable Obs. Mean Std Min Max
Performance measures
ROA (net income/assets) 1865 52 0.5 -2.18 2.52
Board gender characteristics

% of women directors 1865 84 0.11 0 0.75

Control variables
Board characteristics

Chairwoman 1865 40 0.19 0 1

% of independent directors 1864 38.8 0.14 0 2.08

Board size 1865 2.04 0.30 0.69 4.50

CEO duality 1865 13.2 0.33 0 1
Firm characteristics

Leverage 1865 45.6 0.40 0 6.68

Firm age 1795 278 1.02 -0.69 4.28

This study employs FE method to estimate the effexft board gender
diversity on firm financial performance. Table 2osls the findings of the
main regression model.
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Table 2: Results of Regression Model
ROA (net income/assets)

FE SE

%_Women 0.1332* 0.0757
Woman_Chair -0.0377 0.0397
% _Independent -0.0041 0.0407
Ln_Boardsize -0.0269 0.0189
Duality 0.0421 0.0318
Leverage -0.0236* 0.0148
Ln_FirmAge -0.0236** 0.0103
Constant 0.1713*** 0.0524
R? within 0.0110

between 0.004

overall 0.001
F. Sig 0.0144
rho 0.6007

Note: *** Significant at 1% levely* Significant at 5% levek Significant at 10% level.
SE: Standard error of each coefficient.

The results suggest that women directors have diygosind statistically

significant impact on firm financial performancerfnstance, with a 1% rise
in percentage of women directors, ROA increase8.b§%. With regards to
other control variables, results in Table 2 reveldd leverage and firm age
have a significantly negative impact on ROA while bther control variables
do not have any statistically significant impadterefore, the positive impact
created by women directors on the financial pertoroe of the firms implies
that gender diverisity can be beneficial for firerfprmance. In addition, the
presence of women directors on the board can attraie female employment
and lead to an increase in the female LFPR andteaiy contribute to the

potential output of the economy. Female direct@rgelthe ability to create a
positive impact on the financial performance of fias since their presence
in the board may reduce the agency conflict ordbst as they are more
responsible of their duties and tend to freely egprtheir opinions while
having a concern for the shareholders’ wealth (f@asa2017). Proper gender
diverse boards improve monitoring and controlliagdtions by increasing the
effectiveness of decision making. The reason isttteawomen directors tend
more towards questioning while men are stumbleskogqaiestions (Wellalage
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and Locke, 2013). A balanced board always providese opportunities of
achieving competitive advantages over market chgéle than boards which
are completely dominated by male directors (Liu, fe Xie, 2014).

Conclusion

The empirical findings of the research reveal thatmen directors have a
positive and statistically significant impact omfi financial performance. It
also reveals that leverage and firm age have disgntly negative impact on
firm financial performanceln developing economies such as Sri Lanka the
effectiveness of corporate boards resulting fromdge diversity is still a new
area of researcin order for the Sri Lankan economy to grow atasomably
high pace and to meet the changing demands of dheus sectors, there
should be well diversified labour force and corperaoards. By tracking the
presence of female directors in this study, theerxto which boards are
dominated by men, and whether women have attaimedjaal opportunity to
dominate with power in the corporate environmentSof Lanka, will be
evident. Unlike the firms in many developed ecoresniSri Lankan listed
firms have no compulsory gender quotas to comptly when determining its
board gender composition. The findings of this gtwdl be important for the
practitioners as it provides a contribution in soppf female composition in
corporate boards. It will also be useful for policakers such as United
Nations (UN) since such organizations are intetesteensuring the rights of
women and in implementing gender inclusive policisreover, the results
obtained will support institutions such as the rn&tional Finance
Corporation (IFC) of the The World Bank to incredle representation of
women directors in the corporate boards of thedinmSri Lanka. This study
encourages women participation in senior positiand corporate boards
thereby reducing the gender based discriminati®uah positions since it is
evident from these results, that women directas hhve the ability to drive
the financial performance and increase the prafitplof various sectors in
Sri Lanka and they equally deserve the right t@ Ipart of every company’s
corporate board. Therefore, it is important totsgecally focus on gender
diversity in the process of policy making and geneguality related
sustainable development.
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Introduction

Sustainability is one of the most recent trendsctwvhas become an integral
part of the developing business world. Every typbusiness regardless of its
size should apply sustainability for its successortbmic sustainability is
measured in terms of financial performance of @ fifherefore, sustainable
development affects financial performance of theitess firm. To increase
the financial performance of a firm, it is importéan have a diversified board
which generates effective decisions for the compAsysuch, this will set the
background for supportive working conditions, thgreenabling economic
growth of the company. Variety inherent in boarctshposition referred to as
board diversity, can be measured via a numbemoédsions, such as gender,
ethnicity, nationality, educational background, usttial experience and
organizational membership (Kevin Campbell, 2008).

Evidence on board diversity in the recent literatigrthat it is comparatively
low in Sri Lanka (Nirosha Hewa Wellalage, 2013)reased emphasis on
sustainability by firms could have a positive ihce on the board diversity
in Sri Lanka. Therefore, this study aims to meaghee impact of board

diversity on firms’ financial performance in Sri ilkean listed companies in
2018. This study draws on agency theory and hurapitad theory which have

been identified from the literature on board diugrsAgency theory discuss
the conflicts between the interests of owners aadagers. Human capital
theory focuses on the experience of board memhéssoncerned about how
directors’ experience affects firm performance.tk&mmore, agency theory
and resource dependency theory posit a positivetedif board diversity on
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firm performance. Agency conflict occurs due to #eparation of decision
making and risk bearing of a company, and agenoplem occurs at any
point where the managers have an intention to putkair own interests
(Eugene F. Fama, 1983). Resource dependency themigles an explanation
for a board’s function of providing critical resaes to the firm. Moreover,
there is a positive linear relationship betweenrédal@mographic diversity and
firms’ financial performance. This means that boafdlirectors were in a
position to provide better resources to the knogdeidtensive firms (Muneza
Kagzi, 2017).

Objectives

The first objective of this study is to identifyetlieasons behind low board
diversity in Sri Lanka and the second objectivéoisneasure the impact of
board diversity on firm financial performance.

Methodology

The data collection methods differed according e bbjectives of this
research where semi structured interview methodadagted to collect data
on reasons behind board diversity status in SrkhaBince the population of
the directors and academics were not directly dfi@nie, a sample of senior
professionals holding directorships in top profilee chip companies in Sri
Lanka and also senior academics specialized imaptdields were chosen to
conduct interviews. Due to time constraints andylsehedules of directors,
sample was limited to 10 directors and academidstla@ respondents were
chosen using the snowball method. The sample deds$ 70 % males. They
represented different industries including Bankahice and Insurance, Hotels
and Travels and Diversified Holdings.

The operational definition used was the followifigoard diversity may be
defined as the variety inherent in a board comositThis variety can be
measured on a number of dimensions such as geader, ethnicity,
nationality, educational background, industrial ex@nce and organizational
membership” (Kevin Campbell, 2008). This study uses variables to
measure board diversity. These variables includender, ethnicity,
nationality, educational qualifications, industrialkexperience, and
organizational membership. According to the literat most of the researches
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focused on diversity factors such as, age, geratlrcational qualifications
and ethnicity. However, this study focuses on nabversity factors such as,
industrial experience and organizational memberstompared to other
studies.

Table 1: Measurement of variables

Variable Measurement

Gender Proportion of male directors to the total
Proportion of female directors to the total

Ethnicity Proportion of Sinhalese directors to thial

Proportion of Tamil directors to the total
Proportion of Muslims directors to the total
Proportion of other ethnic directors to the total
Education - Proportion of Bachelor’'s Degree Holders to theltdii@ctors
Academic Proportion of Master’'s Degree Holders to the total
Proportion of PhD Holders to the total
Proportion of directors who don’t have Higher Edigzal
Qualifications
Education —  Proportion of FCA Members to the total directors
Professional  Proportion of FCMA Members to the total directors
Proportion of directors who don't have professional
gualifications

Industrial Proportion of directors with Management experietwehe

Experience total

(Area) Proportion of directors with Finance experiencéhmtotal
Proportion of directors with IT experience to thetat
directors

Proportion of directors with Law experience to to&l
Proportion of directors with Engineering experierioethe
total
Organizational Proportion of Executive directors to the total
Membership  Proportion of Non-Executive directors to the total

This study uses Blau Index which is widely usetheasure of board diversity
(Kevin Campbell, 2008). It calculates the proportad board members (p) of
each category.
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Blau Index = 1 — Z?zlpiz

Wherei is no. of firms, p is the proportion of numberdifectors to the total
and n is the total no of board members

Furthermore, different diversified category resglsnot be compared due to
the differences in diversity categories. Thereftnis study uses adjusted blau
index by usingl — 1/k where k is the number of categories used to measur
each variable (Alan Agresti, 1978). Economic susthility is measured in
terms of financial performance in a firm. Hences tsiudy uses two proxies to
measure the firm’s financial performance. Firstxgras ROA. It can be
defined as how profitable a company is relativetdatotal assets (Nirosha
Hewa Wellalage, 2013). Tobin’s Q (total market eabf firm divided by its
total assets) is the second proxy of this studgatt be measured by the total
market value of the firm divided by the total assaftthe firm. In addition to
that, this study used control variables such as 8ize and leverage which
have not been used in past research (Nirosha Heelalge, 2013). Firm
Size is the natural logarithm of total assets @avedage is measured by total
debts divided by total assets of each and evenmy. fiiwo regression models
are used to identify the impacts of different valés on ROA and Tobin's Q.

Results and Discussion

The industry experts and academics who were irge®d commonly stated
that they believe the board diversity in Sri Lamkdow. The analysis of the
semi structured interviews provides five key fastalriving low board
diversity in Sri Lanka. The reasons include, appogfamily members to the
board, inviting allies to perform as board membarale dominant culture in
Sri Lanka, glass ceiling for working women and weakporate governance
provisions. Firms which have started as familyilesses and later expanded
as public listed companies show a tendency to apfeornily members to their
boards of directors. Reasons behind that could Ipedtect confidentiality of
company information and to keep ownership contntthiw a certain family.
Another reason is, the Nomination Committee mayehavendency to invite
people who are close affiliates of those alreadthenboard and whom they
can trust. As such there is a tendency away fratofa that can enrich a board
and improve firm performance such as gender, enucgualifications and
experience etc. The main reasons for low gendersity in Sri Lanka can be
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surmised to stem from the male-dominant cultureluerfcing the
organizational culture, along with a general tergenr the females to prefer
not to take higher responsibilities since they widuhve to compromise their
family responsibilities. Moreover, according to@jmorate governance expert
who was interviewed, Sri Lanka does not have agrapd well diversified
corporate governance code in place. As shown ieThlthis study used six
variables to measure board diversity. The BlauXneas used to measure the
independent variable while ROA and Tobin’s q wesedito measure firms’
financial performance. Firm Size and Leverage aseduas the control
variables. Regression analysis was carried oute@sore the impact of board
diversity on firms’ financial performance.

Table 2: Board diversity and firms’ financial perftance

ROA Tobin’s Q
Variable b T Sign. B t Sign.
(constant)  -0.085 -0.97 0.331 1.391 5.439 0.000
Gender -0.031 -0.71 0.479 0.046 0.355 0.723
Ethnicity 0.054 0.984 0.327 -0.268 -1.675 0.096
Aca_Q 0.036 0.478 0.633 -0.037 -0.166 0.869
Pro_Q 0.023 0.452 0.652 -0.159 -1.054 0.294
Nationality -0.013 -0.30 0.764 0.473 3.634 0.000
Ind_Exp 0.002 0.027 0.978 -0.495 -2.739 0.007
Org_Mem 0.001 0.014 0.989 0.092 0.686 0.494
Leverage -0.051 -1.76 0.08 0.092 1.077 0.283
LN_FZ 0.005 1.747  0.083 -0.036 -4.003 0.000
R? 0.050 0.225
Adjusted -0.01 0.173

Notes: ***Significance at 10% level; **Significanca 5% level.
Aca_Q: Academic Qualification, Pro_Q: professiomplalification, Ind_Exp: industry
experience, Org_Mem: organizational membership, EX: natural logarithm of firm size.

Results of the regression analysis are summarizdaei Table 2. According
to the results, diversity variables do not havenificant impact on firms’

ROA. However, ethnic and industrial experiencealalgs are positively and
statistically significant at 10% level for Tobin®. In addition to that,

Nationality has a positive and significant impaetfoms Tobin’s Q.
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Conclusion

The measurement of the impact of board diversitfirancial performance in
Sri Lanka by a regression analysis shows that slityevariables do not have
a significant impact on firms’ ROA and ethnic disgy. And industrial
experience diversity variables are positively atatigically significant for
Tobin’s Q. Moreover, National diversity has a pesitand significant impact
on firms Tobin's Q. So the most important thingasfirm’s economic
sustainability is measured by the Financial Pertoroe of the firm and
financial performance shows how sustainable a i&rm its economic world.
As such, there is no doubt that sustainability tigument transformed the
business world effectively.
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Introduction

The Sri Lankan economy has been undergoing a stalathange over the
last few decades. Agriculture, Industry and Sew/gectors play an important
role in Sri Lanka’s economic growth. The contrilbatiof the agricultural

sector to national GDP has been fast decliningenimtlustrial and service
sectors are dominating and have been showing relgkmprovements.

Experiences of the developed economies have shwatrhte sectoral growth
process is highly unbalanced (Sastry et al., 200@st early development
strategies, advocated by Rosenstein-Rodan, Nusddsg,Hirshman among
others, emphasized industrial development as tha swarce of economic
growth (Schiff and Valdez, 1998). The role of agliare in generating

economic growth was shown to be minimal with thpezience of the newly

industrialized countries and others. The serviezsos was identified as an
emerging sector. Based on this, the key sector dvatimulate greater

economic activity in other sectors and thus hal@ge multiplier effect on

growth and development. Therefore a proper undsistg of sectoral growth

is necessary for designing appropriate long ruatesgies to achieve a
sustainable growth rate in real GDP.

While most of the literature mainly focuses on determinants of aggregate
growth, the sectoral growth literature mainly baildn the dual economic
model originating in Lewis (1954) and Hirshman (&R5The dual economic
model seeks to explain economic growth by emphagithe role of sectors.
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Based on this theoretical context, there is nodptd study on the inter
relationship between sectoral growth and econonawtl in Sri Lanka. Thus,

this study attempts to examine the relationship ragr&ectors and economic
growth in Sri Lanka.

Objective

The main objective of this study is to examine itter temporal dynamic
linkages between sectoral growth and economic drawsri Lanka.

Methodology

The data used in this study are annual observasjparsning the sample period
from 1960 to 2018 and data were extracted from AhReports of the Central
Bank of Sri Lanka. The data of Log Real Gross Ddmdéxoduct (LRGDP)
is used to proxy economic growth. LogGDP of Agriaugé (LGDPA),
LogGDP of Industry (LGDPIND) and LogGDP of Servidg§&SDPSER) are
used as proxies for sectoral growth. Three modele vestimated for each
sector of the economy as given below:

MOde| 2: LRGDPt = aoz + alzLGDPSERt + U2t (2)
MOde| 3: LRGDPt = 0(03 + 0(13LGDPINDt + U3t (3)

The first step of this analysis is to test the omfeintegration of each series
using Augmented Dickey Fuller (ADF), Phillips Pari@P) and Kwiatkowski
Phillips Schmidt Shin (KPSS) unit root tests. Swelty, lag length selection
criteria such as AIC, SIC, LR, FPE and HQIC ardiagd to select the
optimum lag length that can be included in the nhoHairdly, residual series
of each cointegration regression model is testedufot root using ADF
approach. Fourthly, once we confirm the regressasror residual as
stationary, Engle Granger (1987) cointegration iesbnducted to determine
the long run relationship between the variablesnltihe Error Correction
Model (ECM) is employed to identify the short ruglationship as well as
long-run adjustment among the variables.
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Results and Discussion

The results of ADF, PP and KPSS tests confirmetldhahe variables are
integrated of order one. Since all the variablesregrated at the same order,
the data set is appropriate for further analysiscotding to the regression
error residual stationargst, all residuals of cointegration model is siadiry

at 5% level of significance. Thus, the Engle-Gran@) co-integration test
using fully modified OLS estimation provides eviden of long run
relationship between sectors and economic growthusT Long run
relationship among the variables are shown in égu&brmat below:

LRGDP, = 5.277 + 0.389LGDPA, 4)
(0.000) (0.000)

LRGDP, = 1.089 + 0.976LGDPSER, (5)
(0.000) (0.000)

LRGDP, = 1.967 + 0.952LRGDPIND, (6)

(0.000) (0.000)

The above equations 4, 5 and 6 reveal that as ®@byg theory and some of
the existing empirical literature (e.g., Akita ¢2808; Alhowaish et al 2012;
and Singariya et al 2016) LGDPA, LGDPIND and LGDPStave a positive

and statistically significant impact on the LRGDPL8 significant level. As

shown in equation 4, a one percent increase in GWRAIM increase RGDP
by 0.38 percent. According to equation 5, due tmna percent increase in
GDPIND, RGDP would be increase by 0.95 percent.afign 6 shows that,

due to one percent increase in GDPSER, RGDP waellshdrease by 0.97
percent in the long run.

ALRGDP; = 0.0042 + 0.403ALGDPA,_, — 0.1720,_, @)
(0.061) (0.000) (0.000)

ALRGDP; = 0.004 + 0.945ALGDPSER,_, — 0.1750,_, (8)
(0.700) (0.000) (0.047)

ALRGDP, = 0.048 + 0.636ALGDPIND,_, — 0.035U,_, 9)
(0.000) (0.000) (0.002)
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Equations 7, 8 and 9 also show that there are ip@sénd significant

relationship between all three sectors and econgnoiwth in the short run.
Negative and significant error correction coeffite of each model are -
0.172,-0.175, -0.035 respectively. They revealdisequilibrium is corrected
by each year 17.2%, 17.5%, 3.5% respectively. Thdicate that real GDP
moves towards long run steady state of RGDP.

Conclusion

The purpose of this study was to empirically inigege the relationship
between sectoral growth and economic growth of_&nkan economy over
the period 1960 to 2018. The study provides ewadéa confirm the long run
equilibrium relationship between sectors and ecaoogmowth. Positive
significant relationships hold for all sectorsetshort run. The study results
indicate that industrial and service sectors cbuote to economic growth
relatively more than the agriculture sector. Thie government should
assisting in developing these two sectors to hasasable economic growth.
However, a large number of households’ liveliho@pbehds on agriculture
sector. Thus, the government should promote anstdlke agriculture sector
in order to have balanced and sustainable econgioveth.
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Introduction

In exhibiting solidarity to the universal commitntén secure sustainability in
healthcare, governments across the globe have ntadrgpolicy reforms to

enhance the efficiency of public healthcare serdiekveries. Hence, taking
the health sector development into cognizance, rgovents worldwide have
gradually embarked on decentralization of fiscapenditure patterns,
particularly, following the anticipation of ensugitbetter efficacies of public
healthcare investments through the empowermentocél | governments
(Cavalieri and Ferrante, 2016). It is hypothesitet sub-national financing
of public funds, allotted for the health sectorn ceatalyze allocative

efficiencies which, in turn, is thought to entaiyrgficant impacts on the

overall health indicators within the economy (MagizVazquez, Lago- Pefias
and Sacchi, 2017).

However, though a plethora of studies documentethénexisting public
finance discourse have voiced in favor of positiealth outcomes emerging
from the fiscal decentralization decisions, it & Yo reach a consensus. For
instance, in studies by Jin and Sun (2011) and 8eehal. (2013), the authors
found fiscal decentralization in China and Iranrérg adverse impacts on
infant mortality and under-five mortality rate, pestively. Moreover, linking
decentralization to poor public health care delryéiblo and Reinikka (1998)
reported statistical evidence of decentralizatiesislons dampening public
health investments in the local districts of Ugandaus, following the
ambiguity in the nature of the nexus between fisigaentralization and the
health outcomes, it is pertinent to evaluate theadyics of this correlation for
crucial policy implications.
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Objectives

Against this milieu, this paper focuses on evahgathe justification of fiscal
decentralization with respect to enhancing heailtttames in Bangladesh.
This paper specifically builds on the hypothesa gub-national financing of
public health expenses in Bangladesh could be teféean enhancing the
efficacy of the associated public health servickvdees. In addition, this
paper analyses whether the results are robusetquhlity of democracy in
Bangladesh.

Methodology

The econometric exercises considered in this papeibased on empirical
models in which the key health indicators are esped as separated functions
of the fiscal decentralization indicator, contnofi for the relevant
macroeconomic aggregates. The functional formedéhmodels can be given
as follows:

Health, = f(DECENT1,, X;) 1)

where Healthis a set of key health indicators which includiun mortality
rate, neonatal mortality rate, under-five mortaligte, maternal mortality
ratio, prevalence of stunting and life expectandyidh; DECENT 1 refers to
the indicator of fiscal decentralization which &ptured in terms of the ratio
of local government expenditure to total public exgiture in Banglade$h
and X: denotes a set of the control variables comprisinger capita GDP
(proxy for economic growth), out-of-pocket healtkpenditure, and the
densities of hospital beds and registered docpms 1000 population) in the
country. For robustness check, the models aretmeaed by augmenting
different indicators of democratic quality and theispective interaction terms
with DECENT:. Finally, for further robustness check, the afceationed
econometric analyses are repeated using the vdltlee docal government
expenditure (DECENTRinstead of it being used as a share of the paflalic
expenditure level. Following the anticipation oktljuality of democratic
environment within the economy affecting the effigaf public healthcare

7 Due to unavailability of data regarding local gowaent expenditure on health, the
aggregate local government expenditure is usecdpasxy instead.
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revenue disbursements, this paper also controlgidorocratic practices by
augmenting model (1) as follows:

Health, = f(DECENT1, DEMOC, DECENT1, x DEMOC,, X;;) )

Where,DEMOC, is an aggregate indicator of democracy in the eson This
variable is an aggregate indicator of democrat@ciices in Bangladesh,
taking into account the states of electoral, libgparticipatory, deliberative
and egalitarian democratic indices. In additiore ttemocratic variable is
interacted with the fiscal decentralization var@alib account for their
combined impact on the health outcomes as welallirthe impacts of fiscal
decentralization and democratic environment orpthigic health investments
are evaluated using the econometric model below:

GHEPC, = f(DECENT1,, DEMOC,, DECENT1, » DEMOC,, X;;) ®3)

Where, GHEPCIis per capita government investment in the pubgalth
sector of Bangladesh. The estimates from thisqadatii model would impose
key policy implications for the government with pest to ensuring the
appropriate efficacy of public healthcare deliveiirethe country. Annual data
from 1980 to 2018 was used from multiple sourcgsetform the econometric
analyses. As part of the methodology, the entatagkt is initially checked
for stationarity using the Augmented Dickey-Fulléthillip-Perron, and
Kwiatkowski-Phillips-Schmdt-Shin unit root testsdsfollowed cointegration
analyses proposed by the Bayer and Hanck. The -Mdlyified Ordinary
Least Squares (FMOLS) and the Dynamic Ordinary L.&agsiares (DOLS)
estimators are tapped for regression purposes Wiel@oda and Yamamoto
test for non-causality is used to deduce the caliskhges between the
relevant variables considered in this paper.

Results and Discussion

The regression results broadly point towards fisigglentralization being an
effective means to improving most of the healthigatbrs in Bangladesh.
According to the FMOLS estimates, a 1% increasthénlocal government
expenditure share of total public spending volumBangladesh reduces the
infant mortality, neonatal mortality and under-firertality rates on average
by 0.08%, 0.14%, 0.10% respectively while enhantieglife expectancy at
birth by almost 0.3%, ceteris paribus. The estisiéitam the DOLS estimator
also corroborate to the signs of the estimatedficoeits predicted using the
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FMOLS estimator. These imply that subnational faiag of public health

investment projects, especially within the rurakaa of Bangladesh, is
pertinent in enhancing the quality of the aforenmr@d health indicators. In
contrast, no statistical evidence is found to explhe impact of fiscal

decentralization measures on the prevalence oftisgumn children and

maternal mortality ratios in the country.

The results are also found to be robust acrossdtamative measurement of
fiscal decentralization in the country. The coragging regression estimates
denote that a 1% rise in the public revenue alionatto local governments,

on average, is accompanied by 0.04%, 0.11% and@daglines in the infant

mortality, neonatal mortality and under-five moitiatates, respectively, and
improves the life expectancy at birth by 0.02%edstparibus. Similar results
are found in the context of the prevalence of stigndnd maternal mortality

ratio as perceived from the statistical insignifica of the corresponding
coefficient estimates.

However, on controlling for the quality of democgyaa the economy, the
signs of the health indicator coefficients get reed implicating towards the
effectiveness of such decentralization decisiomsgdargely reliant on sound
democratic environments. This implies that sounchalzratic environments
tend to harness the positive impacts of fiscal deaézation measures with
respect to ensuring development of the health atdis in Bangladesh. It is
evident from the estimated coefficients that fisdatentralization stimulates
greater public investments in the health sectorchican effectively explain
the positive impacts of sub-national public hedittancing on the health
indicators in Bangladesh. However, upon controlliog the quality of
democracy, it is found that in the presence of ficeht democratic
environments, the efficacy of fiscal decentrali@aatiwith respect to the
betterment of the health indicators tend to be eshlg affected.

The results from the Toda and Yamamoto causalitglyaes exhibit
unidirectional causalities stemming from fiscal el@calization to infant
mortality, neonatal mortality and under-five moitatates, without feedback.
In contrast, reverse causalities were found to fram the prevalence of
stunting and life expectancy at birth to fiscal elgcalization which can
explain the statistical insignificant relationshigeund between these
variables. The causality estimates provide furth@pport in favor of the
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regression estimates to voice in favor of fiscacemgralization being
conducive to improvement in the majority of the lbeadicators considered
in this paper.

Conclusion

In line with results of the econometric exercisean be concluded that fiscal
decentralization in Bangladesh is effective in ioying the overall health
sector to a large extent. However, the efficaciesuxh decentralization
decisions are broadly reliant on mint democratacpces within the economy.
Hence, it is ideal for the government to promoteper democratic

environments in order to improve the efficiencyfisical decentralization

decisions with respect to the development of pubkalth outcomes in
Bangladesh. A major issue of subnational publiariting in Bangladesh is
the fact that most of the funds allotted to thal@overnment are conditioned
on being invested for infrastructural developmeuntppses, with nominal
emphasis on investment in the health sectors. Thus ideal for the

government to channel the local government fundstds the health sector
keeping the development of the public health senotorconsideration.
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Introduction

Policy makers in Sri Lanka are currently confrontadth issues in
macroeconomic management and increasing public deabrding to the
Annual Report of the Central Bank of Sri Lanka20d.8, the total public debt
of Sri Lanka is Rs.11, 977,539 million, or 82.8%GIDP, with domestic debt
around Rs.6, 017,992 million or 41.6% of GDP. Tataltforeign debt of the
government is Rs.5, 959,547 million which is 41.8#46DP (CBSL, 2018).
Comparison with previous years indicates that &nka’'s government debt
is steadily increasing at present, while econormievth is stagnant around 3%
-4 %.

The Government obtains loans from both local fim@nmstitutions and
foreign sources, as project loans and non-progeetd. Government borrowed
Rs. 3,149,905 million from foreign sources undeojget loans and Rs.
2,809,642 million under and under non-project lo&@@BSL, 2018). As a
result of increase in public debt and debt repayn&mLankan Governments
were led unable to allocate resources to varioysketors such as education,
health, research and development. Previous stuthee found that the
domestic debt and external debt have an inversiageship with economic
growth (Atique & Malik, 2012). Expansion of publitebt has been found to
have a negative impact on economic growth (Chustikal 2017) and
concessionary loans have been found to have ainegaipact on economic
growth (Fernandet al 2017). In this context, the study of public deb&ri
Lanka is timely important. However, there is a tiedi literature on
understanding the impact of government debt on@oangrowth. It is in this
backdrop that this study is conducted to fill thesearch gap. This study
focuses primarily the impact of government debeoonomic growth.
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Objective

The main objective of the study is to investigdte impact of government
debt on economic growth in Sri Lanka.

Methodology

This study is developed by using a multiple regoessmodel to identify the
relationship between government debt and economiwth. The regression
model can be described as;
InEG; = By + B1InCND; + B,InIMP, + B3InGD; + B,Inl; + B,InPDS, +

BelnPl; + u; (D
In this study, the dependent variable is econommwnth (EG) and the
independent variables are capital and net debt (Chports (IMP), total
government debt (GD), investment (1), interest pagta on public debt (PDS)
and per-capita income (PI). ‘is8 the error term and ‘t' is a time sub-
script. This study covers the time period 195004& The relevant data was
collected from annual reports of the Central BahiSiwm Lanka. At the first
step of the estimation procedure, ADF and Philepda test are used to check
the stationary nature of data. Johanson co-integraest is used to identify
the long run relationship and Vector Error CorrectModel (VECM) is used
to investigate the short run relationship of theméables.

Results and Discussion

The results of the Unit Root Test confirmed thavatiables are stationary at
their first difference, suggesting that they ategnated in order one. The lag
selection criteria suggested one lag as optinsdkldson Co-integration rank
test identified one co-integrating relationshipoam selected variables with
confirming long run relationship. Results of theagaun model are as follows;

InEG, = —3.40 + 0.34 InCND, — 0.28[nIMP, — 0.52 InGD, + 2.56 Inl, -
0.40InPDS, + 0.46 InPI, )

Note: test statistics of slope coefficients areegivespectively as (1.373), (-0.599), (1.637),
(4.864), (-2.963), (2.770).

According to the above results, all variables agnicant at the 5 %
significance level at the long run. Therefore, thessults show that cost of
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capital and net debt, investment and per-capitantg have a long term
positive impact on Sri Lankan economic growth. Imgo public debt
servicing payments and total government debt havegative impact on the
economic growth in the long run.

Table 1: Vector error correction mechanism

Variable Coefficient Std. Error t-Statistic Decision

ECM(-1) -0.320380  0.33097  -0.9802 dngficant

The estimated coefficient of the error correctiemt is negative as required
by economic theory. From the above, the error ctime term coefficient -
0.320380 is rightly signed but not statisticallgrsficant at 5% level of
significance. It indicates that just about 32%h&f tlisequilibrium or distortion
in the Sri Lankan economy is yearly being corre¢tedthough slowly due to
the low coefficient of the ECM term.

Conclusion

Even though the government is borrowing, geneiilhas a positive impact
on economic growth. According to this study, it wisothat the increase in
public debt in Sri Lanka as well as Public Debtv&#ng Payments (PDS)
have a negative impact on economic growth. Thearekefound that

investment, per-capita income and capital and ekt gbositively affect

economic growth. According to the research imparésnegatively correlated
with economic growth. Therefore, the governmenusthtake steps to control
imports, and should motivate the domestic produbgrgroviding subsidies.

It is only then that Gross Domestic Production (GD&n be increased. It is
necessary to control the depreciation of the exgbaate as it highly affects
the servicing of public debt.
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Introduction

The inflows of Foreign Direct Investment (FDI) aetremely crucial for the
economic growth of developing countries. FDI pr@gdnvestment capital for
developing countries along with employment oppdties, management
skills and updated technology which eventually tethe developing countries
towards economic growth (Athukorala & Karunarath@@04; Nurudeen,
2010). Therefore, developing countries are attamypto obtain greater FDI
inflows with the intention of strengthening theiudiness and industries.
Policies and procedures are revised continuallpa&e it convenient for the
investors to make investment in these countriesh{@e & Talat, 2014).
However, while several countries are successfuhtiracting greater FDI
inflows, some have been facing problems in attngcEDI.

Enhancing FDI inflows is a sustainable solutiondoonomic difficulties. FDI
is critical for developmental projects, industrigrowth, employment
generation, technological advancement, enhancingdafstrial production,
reducing balance of payments deficit, increasingigm reserves, improving
infrastructure, building skilled human resourcesl aventually realizing
economic growth (Zeshan & Talat, 2013). The ecowragnowth of a country
is also influenced by the political process inchgligovernment selection
process, monitoring and replacement of the goventsnegovernmental
ability to implement and formulate polies and phaes; respect of their
people and position of institutions which adminissecial and economic
interaction (Zeshan & Talat, 2014). There are $simethsions of governance
mechanisms which may be useful to evaluate thergawee level for the
countries, identified as governance indicators (Ken, et al., 2009). These
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indicators are Voice and Accountability, Politicatability and Absence of
Violence, Government Effectiveness, Regulatory @uaRule of Law and
Control of Corruption.

There are several pieces of research that invéssighe factors influencing
inflows of foreign direct investment. Rusike (2008h analysing the
determinants and trend of inward FDI to South Asrfor the period 1975-
2005, found exchange rates, openness and finapoigress to be key
variables in determining FDI inflows in the longacuMasku and Dlamini
(2009) probed locational determining variables @fl fn Switzerland by
utilizing cointegration along with ECM techniquearthg 1980-2001. The
variables tested were market size, openness ofoatgninfrastructure,
domestic market attractiveness, external econortabilgy and internal
economic stability. Research reveals that extexoahomic stability, internal
economic stability, infrastructure and economy’sempess had positive
correlation whereas home market size and domestikehattractiveness had
negative correlation with FDI stock (Masku & Dlami2009). Azam and
Kahttak (2009) evaluated the influence of politieastability and human
capital on FDI stock in Pakistan for the period 1:2D05 by utilizing least
squares method. The estimated results reveal éiygoand significant link
between human capital and FDI stock. Anwar and A2£4.4) attempted to
determine the relationship of governance indicatoduding voice and
accountability, political stability, government edtiveness, regulatory
quality, control of corruption and governance indeth inflows of foreign
direct investment in Pakistan for the period of @99 2010 through applying
ARMA and Ordinary Least Squares regression teclesglihe results of the
study have shown that governance indicators hgasiéive relationship with
FDI inflows in Pakistan.

However, it is difficult to find literature on theelationship between FDI
inflows and governance indicators in Sri Lankarther, there is a huge debate
about the political stability and the governancéhefcountry. Thus, there is a
high need to observe whether there is a substaetalonship between FDI
inflows and governance indicators of the country.
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Objectives

The key objective of the research is to deterntiea¢lationship between FDI
inflows and Governance Indicators of Sri Lanka. dbelty, it aims at
investigating the influence of governance indicatathen determining the
FDI inflows in Sri Lanka.

Methodology

This study is based on the time series seconddayfdathe period 1996 to
2017 covering 21 years. Data have been collectaoh fthe World Bank
Development Indicators Database. The research agipradopted is to run a
unit root test to check the stationary of datavdis expected to apply OLS
regression model in order to determine the impagovernance indicators
including government effectiveness and regulatarglity on inflows of FDI
in Sri Lanka. The following regression model wasneated:

Where:
FDI = Net inflows of foreign direct investment ir8$
GE = Government Effectiveness

Estimate gives the country's score on the aggregdteator, ranging from
approximately -2.5 to 2.5.
RQ = Regulatory Quality

Results and Discussion

According to the descriptive statistics, the mefihe FDI net inflows for the

period is 568838702.6 US $. The mean values of (ovent Effectiveness

and Regulatory Quality remain negative (Table lgséarch employed
Augmented Dickey-Fuller test to check the statignafrdata. According to

the unit root test, the variables like FDI netanils, Government Effectiveness
and Regulatory Quality are stationary at level. §/mesearch applied a OLS
regression model on the variables such as FDI migaws, government

effectiveness and regulatory quality. The estimatedel is as follows,
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FDI = 7.32 + 1.30GE — 5.62RQ

According to the estimated model the coefficiengo¥ernment effectiveness
is statistically significant. It indicates the pi& correlation with the FDI net
inflows. Further, it reveals the significant infhee of government

effectiveness on FDI net inflows. The coefficiefitRegulatory Quality is

insignificant (Table 2). The value of the JarqueeBeormality test indicates
the normal distribution of the residuals. The VI&lue of the model is less
than 10, thus the model is free of multicollineariThe Durbin-Watson

statistic reveals the positive autocorrelationhef nodel (Table 2).

Table 1: Descriptive statistics

Mean St. Deviation
FDI net inflows 568838702 359669573
Government Effectiveness -0.1663 0.1223
Regulatory Quality -0.0947 0.1979

Table 2: OLS Regression estimates
Variables Coefficient St. error t. statistic  Prob. VIF

GE 1.30 6.08 2.13 0.049 1.03

RQ -5.62 3.76 -1.50 0.154 1.03

Constant 7.32 1.34 5.48 0.000

R-Square 0.3371 Adj].R-sguar 0.2542

Durbin-Watson 0.6659 Jarque-Berast te0.1977

F-Statistic 4.07 Prolgtatistic) 0.0373
Conclusion

The purpose of this study was to determine thetioglship of governance
indicators with inflows of FDI in Sri Lanka for theeriod 1996 to 2017.
Research concludes that there is a significanuenite of government
effectiveness on FDI inflows in Sri Lanka. Thusygmment effectiveness
should be considered in policy formulation for atting greater inflows of
FDI. The influence of regulatory quality on the FDét inflows is not

significant. Based on the findings of this studlye tpolicy makers and
regulatory authorities should take some effectiveasures to improve the
condition of government effectiveness in ordertterggthen the confidence of

44



Extended Abstracts

domestic and foreign investors and to increaseowsl of foreign direct

investment in Sri Lanka since without improving gawment effectiveness, it
may not be possible to provide a better businessa@mment and to attract
overseas investors.
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Introduction

Knowledge about the linkage between inflation anflation variability
(uncertainty) plays an important role in decisioaking of economic agents.
Inflation volatility/uncertainty distorts decisiomegarding future saving and
investment due to reduced predictability of thd kedue of future nominal
payments; further, it also extends the adversecisffef these distortions on
the efficiency of resource allocation and the leokkeal activity (Fischer
1981; Golob 1993; Holland 1993). The welfare cos$igflation and inflation
uncertainty are well documented in the literatuHbwever, empirical
evidence on the link between the two is sparsédénctase of Asia and Sri
Lanka in particular.

Inflation is defined as a persistent increase & dkneral price level, while
inflation uncertainty refers to a situation in whiduture prices are
unpredictable and the public does not know whatifeation will increase or
decrease in the future. The existence of a posasgeciation between the level
and variability of inflation has been widely acasgpin the literature (Okun,
1971; Logue and Willet, 1976; Foster, 1978; Tayl®81). The link between
inflation rate and inflation uncertainty attractedre attention by theoretical
and empirical macroeconomists following the Nobattlire of Friedman
(1977). Friedman’'s (1977) and Ball's (1992) hypsikesay that higher
inflation invokes more inflation uncertainty. lrordrast, Cukierman and
Metltzer's (1986) hypothesis is that higher inftatiuncertainty leads to more
inflation.

Friedman (1977) says that high inflation will ceegblitical pressure to reduce
it, but policy makers may fear recessionary effectd be reluctant to lower
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inflation, resulting in future inflation uncertaintHe argued that increased
variability of inflation distorts relative pricesnd adds an additional risk to
long term contracting. However, the issue of liaisgm®tween inflation and
inflation uncertainty is still debatable. Cukiermaamd Meltzer (1986) showed
that increased uncertainty about money supply @atation raises the optimal
inflation rate set by policymakers. Holland (1993hinks that inflation
uncertainty arises due to the unknown sike¢he change in price level
because of a certain change in money supply. Nesless, studies are scarce
about the relationship between inflation and imdlat uncertainty in
developing countries including Sri Lanka. Therefdraes study attempts to
examine the whether there exists any significdatimship between inflation
& inflation uncertainty in Sri Lanka. The findingd the study can have a
number of policy implications for trade, monetanlipy.

Objectives

The main objective of the study is to examine thkationship between
inflation and inflation uncertainty in Sri Lanka-depth. The specific
objectives are to verify Friedman—Ball hypothesid #o verify Cukierman-
Meltzer inflation uncertainty hypothesis.

Methodology

This study uses the Consumer Price Index (CPIstimnate inflation and its
volatility. Dataspan January 2003 to December 2017 from the Depattad
Census and Statistics (DCS), Sri Lanka. Price tioflaand volatility of
inflation is derived from the overall CPI. Inflatias defined as log differenced
of CPI (% =[in(cP1,) -In(cPi_y)1*100 ). Absolute Inflation, Squared Inflation,

and conditional variance of inflation generatedtihy FIGARCH model are
used as proxies for volatility of inflation. Stat@rity properties of the series
are examined using standard unit root tests. Thdyauses two approaches to
examine the linkages; viz. graphical method andreritial method. First, we
employ scatter plot with confidence ellipse withrit&l regression to visually
inspect the association between inflation and d@katiity. The second is
Granger causality test.
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Results and Discussion

In Figure 1, the scatter plot with confidence alépshows the underlying
dynamic inter-relationship between inflation anfiation volatility dynamics
over time. The overall shape of the confidencepgdliindicates that these
variables are positively correlated. The kerne{rfin-parametric regression)
indicates that the dynamic relationships are nealirand positive.

0.95 Ellipse
Kernel Fit

2
-1
o
1
2
3
4
5

Infcpi
Figure 1: Association between inflation and infbatiuncertainty

Table 1: Unit-root test results

Variable Level with intercept Order
Test statistic

ADF PP
Inflation -9.321 (0.000) -9.325 (0.000) 1(0)
Absolute inflation -10.066 (0.000) -10.304 (0.000) 1(0)
Squared inflation -11.345 (0.001) -11.932 (0.000) (0) 1
CV-GARCH -3.552 (0.007) -3.552 (0.000) 1(0)
CV-FIGARCH -3.510 (0.008) -3.876 (0.003) 1(0)

Note P value is given in Parenthesis*( )”. Variabletdicates stationary at 5% level of
significance, Cv- Conditional Variance.
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Simple statistical contemporaneous correlationyaiaconfirms that there is
a weak positive correlation between inflation amfbtion volatility (0.124).
Unit-root test results (Table 1) indicate that btebkts of ADF and PP reject
the unit root null hypothesis. CPI series are ctery at their level. The p—
value for the corresponding test statistic for ezate is less than 0.05. These
results suggest that variables are stationarysserigerefore, inflation series
and the volatility series are stationary seriespkcal results of bivariate
Granger causality analysis are reported in TablEn2p-values of thd- test
statistics for the null hypothesis that inflatiomed not Granger cause
uncertainty indicates that the null hypothesis éjected at 5 percent
significance level. Hence, inflation series Grangguses its own volatility of
inflation series. Thus, the findings of the studyport the Friedman-Ball
hypothesis. However, Cukierman- Meltzer (1986) hlgpeis, “Inflation
uncertainty affects inflation”, is not supported bye Granger causality
analysis. In sum, the results are supportive td-tiedman- Ball hypothesis.

Table 2: Causality between variables

Null hypothesis F statistics P value Decision
Inflation does not Granger cause ABSINF 4.463 0.036 RejectH

ABSINF does not Granger cause Inflation 0.016 0.87@ccept H
INF does not Granger Cause CV- 2.497 0.044 RejectH
GARCH

CV-GARCH does not Granger Cause INF 0.473 0.755 epcdt
INF does not Granger Cause Squared infla. 3.275 0.040 RejecthH
Squared inflation does not Granger Cause 1.145 0.320 AcceptH
inflation

LNFCPI does not Granger Cause CONDV  65.651 6.E-21 Rejecth
CONDYV does not Granger Cause LNFCPI 1.012 0.365 epicdd

Conclusion

This paper examines the relationship between iofiand its volatility using
monthly data of CPI in Sri Lanka. In sum, the iesssupport the Friedman-
Ball hypothesis. The results of the study coulglpallicy makers to formulate
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policies to control inflation so that inflation ugrtainty can be minimized. The
Central Bank of Sri Lanka should try to stabilibe inflation rate in the face
of inflationary shocks. The results of the study eonsistent with the results
of Gilbert and Morgan (2010) who say that priceelevand price volatilities

are likely to be positively associated.
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Introduction

Capital flight is one of the most important probkefar developing countries
which often lack the necessary financial resoutcepromote growth and
development. Capital flight is a large-scale exodtiginancial assets and
capital from a nation due to events such as palitic economic instability,

currency devaluation or the imposition of capitahttols. The UK Overseas
Development Institute (ODI) defines capital fligig “the outflow of resident
capital which is motivated by economic and politinacertainty.” Capital

flight can impose a severe burden on poorer nasorse the lack of capital
impedes economic growth and may lower living statgslaThe challenge
posed by capital flight have always engaged atiestiof policymakers,
economists and the government in Sri Lanka. It ettrthe country of
enormous resources which would have been useddmqte the rate of
economic growth and improve the welfare of itszetis.

Capital flight causes various serious negative equences on the domestic
economy of any country. Momodu, (2006); Onwioduol@p01); Ajayi,
(1995); and Razin and Sadika, (199#lentified such consequences by
incoperating reduction of domestic tax base, radoctof domestic
investment, reduction of monetary control, desiahiion of interest rate,
underdevelopment of domestic economy, and redudtigeer capita income
into the model. Other consequences of capital fflighthat capital ‘flighted’
never comes back, it skews income distribution, @rmees up the marginal
cost of foreign borrowing. Based on the above, Aj&¥997) states that
income and wealth created and held abroad aredeutse purview of the
domestic authorities, and cannot be taxed. Caflighit hampers domestic
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revenue, depresses the incentive to save, infietfare losses, discourages
investment, causes inability to service debts, detad overshooting of the
exchange rate, and contributes to imbalances détra

Several studies have been carried out on capighi fivorldwide; however, a
few studies have focused on the causal factors,suneaents, and
macroeconomic determinants of capital flight in @leping countries. The
magnitude of the impact of macroeconomic varieablescapital flight is
given less priority. Thus, this study is an attertapfill this gap considering
the capital flight issues of Sri Lanka.

Objectives

Based on the above empirical and theoretical ecielé¢his study intends to
examine the effect of macroeconomic determinantsapital flight in Sri
Lanka employing econometric techniques for empiacealysis. The study is
aimed at providing the tools for policy making &mluce capital flight in other
developing and third world countries.

Methodology

The study is designed to focus on macroeconomierahants influencing
capital flight in comparison to Gross Domestic Ridd GDP) as a proxy to
Economic Growth, Capital Stock as a proxy to inwvesit (INT). Inflation
(INF)) and Unemployment (UMP) are the selected m@oonomic
(independent) variables and Capital Fight (CFhésdependent variable. The
study covers the period from 1990 to 2017 and seegndary time series data
from the World Bank database and Central Bank of&tka. The theoretical
form of the functional econometric model of thisdt is given below:

CFt:50+5lGDPt+521NTt+53UMPt+531NFt+ut (1)

Where gy, ... ... , 03 are coefficients of determinant variablagis error term

and t is time factor. The study adopted Augmentetté&y Fuller (ADF) unit

root test method to test the order of integratidrvariables and Akaike
Information Criterian (AIC) was adapted to deterenthe optimal lag length
of each series. The Johansen Co-integration medhddPairwise Granger
Causality approach is adopted to investigate thetioaship between the
variables and the effects of macroeconomic detexmigh on CF. Error
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Correction model (ECM) mechanism is adopted tordatee the short run
dynamics and long run adjustment of variables. &hest were conducted
through E- views econometric software.

Results and Discussion

ADF unit root test confirmed that all variables atationary in their first
difference 1(1). Based on the appropriate Lag lersfitucture, we adapted the
lag order (1) for the model to estimate the paramdihe trace and maximum
eigenvalue test indicates two co-integrating retahips thus revealing the
presence of a long run relationship among the bkesaCF, GDP, INT, UMP
and INF during the period under reference (Seeelapl

Table 1: Unrestricted Co-integration rank test €Eja

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic  Critical Value Prob.**
None * 0.9782 167.718 69.818 0.0000
At most 1 * 0.7654 71.971 47.856 0.0001
At most 2 * 0.6654 35.721 29.797 0.0092
At most 3 0.2753 8.345 15.494 0.4292
At most 4 0.0116 0.292 3.841 0.5885

Since there are two co-integrating vectors, an eeoa interpretation of the
relationship between capital flight, gross domegiroduct, investment,
unemployment and inflation can be obtained by néming the estimates of
the unconstrained co-integrating vector on capiigiht. The results of long
run relationships are given below in equation

CF, = 5.25e*10 — 43336398GDP; + 3.62INT, + 5.42e*8INF, — 1.74e*°UMP,  (2)
(2069691) (0.26033) (2.9¢*7)  (6.8¢*7)

Note: Standard errors are given in parentheses

The parameters of long run equation are presemdequation 1 shows a
negative and statistically significant relationskhigtween economic growth
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and capital flight. Investment and the inflationerare positively related to
capital flight; and the unemployment rate is negayi related with capital
flight.

Table 2: Vector error correction mechanism

Variable Coefficient Std.Error t-StatisticDecision

ECM (-1) -0.062 (0.313) [-0.197] Insignificant

The ECM Outputs shown in Table 2 indicate thatdpeed of adjustment to
equilibrium is negative which confirm the theoratiagelationship among
concerned variables. Further, the error correatnmael coefficient -0.062 is
rightly signed but not statistically significant%%o level. It indicates that just
about 6 % of the disequilibrium or distortion iretlri Lankan economy is
yearly being corrected for, though slowly due te tow coefficient of the

ECM term. The existence of co-integration relatlops indicates that a long-
run equilibrium relationship exists between capilight, economic growth,

investment, inflation and unemployment in Sri Lanka

Table 3: Results of the short run relationship

Variables Lag (0) t- Statistic Lag (1) Statistic
D(CF) -0.2522 [-0.574]
D(GDP) -4.38E-09 [-0.498] 24119 [ 1.640]
D(INT) -0.284790 [-2.938] -0.3380 [-054
D(INF) -8.68E-10 [-1.251] 3958 [ 0.325]
D(UNMP) 8.31E-11 [ 0.859] -6.2E+08 [-0.518]

According to Table 3, UNMP has positive impact da i@ short run. That is
an increase in the unemployment rate is more likelincrease the capital
flight. However this impact is not statisticallygsificant. Even through GDP,
INT, and INF affect the CF negatively, only theeeff of INT is statistically
significant. This could be because, capital fligads to the loss of resources
as capital is transferred abroad. This removal aiektically available
resources directly alters the desire for domestiestment by individuals and
thus the level of aggregate domestic investment.
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The granger causality test results suggest uniibread causality that runs
from gross domestic product to capital flight; a&tfbn to gross domestic
product and from gross domestic product to investmathin the period
under reference. The economic implication of ueiclional causality from
GDP to CF at 10 % level of significance is thasa m gross domestic product
leads to increases in the volume of funds takenobtite economy through
capital flight.

Table 4: Extracted output of Granger Causality Test

Null Hypothesis: Obs F-Statistic Prob.
GDP does not Granger Cause CF 26 3.462 0.05
INF does not Granger Cause GDP 26 5.991 0.00
GDP does not Granger Cause INT 2610.199 0.00

This result reveals that a fall in economic groVetfids to increase the capital
flight outflow; it induces the investor to take thimvestment back and money
will move out of the country. The coefficient ofviestment and the inflation
rate are positively related to capital flight whigidicates that the higher
investment and inflation in the country would résul increasing capital
flight. Unemployment rate is negatively related hwitapital flight which
indicates that a lower unemployment rate incredseswages and labour
shortage among skilled labor; in turn both incretse labor cost of an
investment, thus inducing labor flight through timvestors moving their
investment to a country where the labor is cheaper.

Conclusion

The challenges posed by capital flight have alwaggaged attention of
economists, policy makers, and successive govensnesri Lanka because
it has denied the country of enormous resourcestwt¢ould have been used
to accelerate the rate of economic growth and ingrihe welfare of its
citizens. This study attempted to examine the &ffexf macroeconomic
determinants on capital flight in Sri Lanka usingpaintegration and causality
approach. It is concluded that there is a causHtioaship between
macroeconomic factors; i.e inflation, unemploymeapital stock, economic
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growth and capital flight in Sri Lanka. Therefotke Government needs to
frame effective macroeconomic policies and stra®gn order to manage
inflation and interest rates at desirable levaisate an enabling environment
to accommodate a higher level of capital stock ughonew investment;
provide cheap labor with skill capabilities; unimtgpted sustainable economic
growth process which could keep continuously theigm investment for the
longer period without capital flight. As much asspible, expatriates and
researchers should be engaged in further studies knowledge is lacking in
these areas.
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Introduction

In general, foreign direct investment (FDI) inflopisly an increasingly strong
impetus for economic development and progress whtc@s. It is considered
as one of the major factors of growth in counttiks Sri Lanka, India, and
Bangladesh. According to Omisakin et.al. (2009)] 8&ves as an important
source of funds supply for domestic investment,stipmomoting capital
formation in the host country. FDI clearly bringséstment finance and can
contribute to employment. Technology and skillssfar, pioneering of new
industries and export markets, formation of nevsigts as anchor investors
and creation of linkages with, and associated upggaof competencies of
local enterprises are perceived major benefits DI FUnited Nations
Conference on Trade and Development, 2004). Iipé#necular case of FDI
inflow to Sri Lanka, it can play a major role ireteconomy. In 2017, net FDI
inflows for Sri Lanka were 1,374 million US dollaan increase from 193
million US dollars in 1998, growing at an averageaal rate of 15.34%
(Central Bank Annual Report, 2017).

There are many studies showing the relationshipvdext FDI and trade
openness for a number of counties. According tocalb&t.al. (2018) trade
openness has a positive and significant impactinri-Malaysia. Liargovas
and Skandalis (2012) found that trade opennessilootds positively to the
inflow of FDI in developing economies. AthukoraladaKarunarathna (2004)
found that the direction of causality was not tadgalFDI to GDP growth and
the impact of domestic investment and trade lilgaibn have a positive
effect on GDP growth. Literature survey revealegl albvsence of studies on
causal links between trade openness and foreigectdinvestment in Sri
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Lanka; hence it is a very important area to readtiga economic growth
position in the future.

Objective

The primary objective of this is to examine the sauelationship between
trade openness and foreign direct investment ih.&rka.

Methodology

This study used trade openness as the main indepewndriable to examine
the causal relationships between trade opennedsmaign direct investment,
with exchange rate and economic growth as conamébles. Secondary data
for the period of 1970 -2017 from the Central Bahksri Lanka and the World
Bank were used for this study. This study was edrout based on a modified
neoclassical Solow production function and employedtiple regression
analysis. The regression model is developed asesleggby Sazali et.al.
(2018). The functional econometric model is expedsss follow:

FDI, = By + BLEXRy + B,GDPP; + B3 TRP; + u; (1)

Where Foreign Direct Investment Inflows (FDI) isedsan endogenous
variable and the independent variables are ExchRage (EXR), GDP Per
Capita (GDPP) and Trade Openness (TRP). Heretheisrror term and the
subscript t indicates time. Trade openness carebeed as the level of trade
which a country is permitted to do with the otheuwtry. It includes all kinds
of trade linkages. We used the following trade o@ss formula:

IMR+EXP
GDP

TRP =

Where, IMR- Import Good and Services (Current UENP- Export Good
and Services (Current US$), GPP- Gross DomestiduetqCurrent US$).

ADF unit root test were adopted to test the statipiproperty of data and the
Autoregressive Distributed Lag (ARDL) model deveddpby Pesaran et al.
(2001) was employed to find the long-run and shantrelationship, and long-
run adjustment. Bound Tests approach was emplogethvestigate the
existence of a long-run relationship among thealdeis. The unrestricted
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error correction model was employed to test thestmat-run dynamics of
ARDL model.

Results and Discussion

The Augmented Dickey Fuller (ADF) test confirmedtthll the variables are
stationary at both level and difference of the afales. Akaike Information
Criteria (AIC) suggested the use of ARDL (2, 10Pmodel for this analysis.

Table 1: F -Test for the existence of a long rdatienship

F-Bounds test 95% Level of Confidence 90% Level of Confidence

F- Statistics Lower Bound Upper Bound.ower Bound Upper Bound

18.97 2.79 3.67 2.37 3.2

In Table 1, calculated F-statistic = 18.97 is highan the upper bound critical
value at 5% level of significance (3.2). Since wafomed the cointegrating

relationship between the variables through the Beuest, we estimated the
long-run relationship among the variables via tiRDA model.

Table 2: Long- run coefficient estimates
Constant EXR GDPP TRP ’R
-1.601 -515920 1328.77 2.66E+08
(0.0390)** (0.0422)**  (0.0000)***  (0.0313)**

Note: P- values are given in parenthesis. *, *** Show significance at 1%, 5% and 10%
level, respectively.

0.960

According to the regression results, the explayatariable explained

approximately 96 per cent of the variation in fgredirect investment inflow

in Sri Lanka. As expected by theory and most ofiteeature (e.g., Athukorala
and Karunarathna, 2004; Sazali et.al. 2018) akpetdent variables in the
model are significant implying that variables affdte dependent variable,
Foreign Direct Investment Inflows (FDI). Moreov@RP and GDPP have a
positive effect and EXR has a negative effect oreigm Direct Investment

Inflows in the long-run, implying that favourableanomic growth and trade
openness are advantageous but exchange rateadvettageous for foreign
direct investment inflow in Sri Lanka.
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Table 3: Short-run coefficient estimates and ecmorection representation

Lag Order  AFDI AEXR  AGDPP ATRP ETC(-1)
0 -5468665 4682.63 3.610 -0.355
(0.000)* (5.381)*  (0.000)* (-10.254)*
1 0.574 3806.249
(5.236)* (4.088)*

Note: t-statistics are given in parenthesis. *,** show significant at 1%, 5% and 10% level
respectively and test statistics are given in drepthesis.

Accordingly, as expected, ETC (-1) carries a negasign, which is highly
significant, indicating that there should be aruatipent towards steady state
line in the long run equilibrium at the speed of53% one period after the
exogenous shocks.

Conclusion

The results of this study have shown that tradeoess, which was the main
variable, has a short-run and long-run relationshigh FDI inflows in Sri
Lanka. All three independent variables in this mpdamely, exchange rate,
economic growth, and trade openness have staligticgsignificant
relationships with FDI inflows in Sri Lanka. Thisdling is consistent with
Sazali et.al. (2018) who investigated the causéklibetween trade openness
and foreign direct investment in Malaysia. Therefdhis study has concluded
that a good combination of these independent asatill attract more
inflows of FDI into Sri Lanka. But exchange rateaprs to discourage FDI
inflows in short-run in Sri Lanka. These findingisnthat strong open trade
policies can help promote FDI inflows to Sri Lankaaddition, this study had
only included three independent variables. In otddrave a more conclusive
answer, future research should include more indig@nvariables, such as
market size, inflation rate, wage rate, and humapital and political
instability.
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Introduction

The analysis of food demand has received increattedtion world-wide in
the last few decades ever since food intake wasdfdo have a strong
empirical linkage with human health and labour pict/ity (Aromolaran,
2004). The estimated price elasticity of demand iacdme or expenditure
elasticities of demand are regarded as importanis tor policy design and
planning. The study of food consumption patternsrigcial in Sri Lanka,
which is categorized as a Food-Deficit country b&CE In Sri Lanka,
consumption expenditure contributed more than 70%M@P (Economic and
Social Statistics, 2018). However, it contributedlyo38% of the total
expenditure shares of an average household (HH)q@oer Finances and
Socio-Economic Survey, 2003/04). The HHs livingunban, rural and estate
areas make expenditure on different commoditieatt@in their day to day
requirements. The overall HH demand for food in l%mka has been well
documented. But, there no adequate study exidtdmemand for food based
on sectoral wise using Sri Lankan data. Thus, thesgmt study by
complementing the existing HH demand for food stadattempts to bridge
the existing gap.

Objectives

The main objective of the study is to estimate coms demand using
expenditure elasticity and compensated price elgstor the main groups of
food in the urban, rural and estate sectors.
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Methodology

This study used data from HIES surveys of 2016,2218, 2009/10 and

2006/07 in the districts of Badulla, Kandy, Nuwdiiaya and Ratnapura
where a minimum of 5% of population lived in ea¢hhe three sectors. The
total sample size was 13,881 HHs that covered ufliz010; rural — 8508;

estate - 3363 based on the two stage stratifieghlgagymethod of Neymann

allocation. The survey conducted over a period Dfcttinsecutive months
recording weekly consumption of 112 food items wsskected according to
the 10 main food groups namely rice, wheat flougald, pulses, coconut,
meat, fish, milk & milk products, egg and vegetabM/eighted average prices
were estimated for each of the main food groups.

In this study, the Modified Linear Approximationtbie Almost Ideal Demand
System (MLA/AIDS) was selected as the basic modeltfie aggregated
complete demand system estimation due to its flexfilnctional form and
nimbleness in estimation. In a short and snappy twaydemand function of
MLA/AIDS in budget share form can be expressed as:

Wi = a;+ X;vij In(p;) + Biln (ﬁ) 1)

Where, the major food groups 1...... 10,W =budget share of food of each
group i, p; = price of food groug, x = household’s monthly total food
expenditure, P= Laspeyres price indexg;, B; and y; are estimated
parameters. The expenditure and compensated pastcgies can be then
derived respectivey as follows from the above aqoat

n, =1+ (ﬁ) Expenditure elasticity (2)

Wi

gj=—06;+ (M) +w; Compensated price elasticity 3)

w,;
Whereé;; is the Kronecker delta that is equal to oniesff (own price), and

zero fori #j (cross price) In this study, the sample mean is used for thetpo
of normalization. Iterative Seemingly Unrelated Region (ISUR) method
of Zellner is used to estimate the parameters.
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Results and Discussion

Overall significance of demand models of every fgooup under each sector
was checked by using Zellner's ISUR. The resulntbthat almost all food

groups in all sectors are significant and a redsenaumber of estimated
coefficients of the explanatory variables are agmificant. So, the use of
MLA/AIDS model for aggregate food consumption asayis found to be

appropriate to this study.

Table 1: Expenditure elasticity of food groups (20@016)

Sector Rice WF Bre Pul  Veg Meat Fish Egg Coc Milk
Uban 087 0.84 020 095 081 110 048 055 0.181
Rural 0.82 0.72 046 082 078 115 0.87 0.38 0.8186
Estate 1.06 0.76 0.71 110 0.79 156 100 0.96 0.1741

The results of Table 1 reveal that, as expectetheory and some of the
existing empirical studies (eg. Chikobeal. 2016; Ahmacet al. 2015), the
expenditure elasticities of demand for the selectedn food groups are
relatively high in all three sectors. Expenditutasécity for wheat flour,
bread, vegetables, egg, coconut and milk food i@mgategorized as normal
and necessary goods in all sectors. Meat is cassgbas luxury food group
in all three sectors, while rice, pulses and fmbdf items considered as luxury
foods in estate sector.

Table 2: Compensated own price elasticity of foomlgs (2006 - 2016)

Sector Rice WF Bre Pul Veg Meat Fish Egg Coc Milk
Urban -0.66 -0.24 -1.06 -049 -0.63 0.70 0.52 0.40.43 -0.10
Rural -0.70 -0.86 -0.82 -040 -0.68 1.09 0.39 0.290.71 -0.26
Estate -0.52 -291 -105 -058 -060 134 0.55 0.2@0.75 -0.80

Table 2 reveals that as expected by theory and sbthe existing empirical
studies (eg. Chikobokt al.2016; Ahmackt al.2015), compensated own price
elasticity of demand for rice, pulses, vegetaliiss, egg, coconut and milk
food items are inelastic in all three sectors whinchicates that the consumers
are insensitive to own price changes. But wheairfloread and meat in the
estate sector, bread in the urban sector, and methte rural sector are
considered to show elastic demand. Thus price dsaafject the demand for
the food item in a greater extent as compareddmther food groups. Table
3 reveals that for example, rice is categorizedudsstitutes for wheat flour,

64



Extended Abstracts

bread, pulses, vegetable, fish, egg and coconut ii@ons, while meat and
milk food items are classified as complements raarsector. It is also noted
that bread-rice and egg-bread cross-price elasscilepict the substitute

effects and fish-milk shows the complement effactsch are very high in
urban sector.

Table 3: Compensated cross price elasticity inuszactor (2006 - 2016)
Rice WF Bread Pulse Veg Meat  Fish Egg Coc Milk

Rice 0.63 1.04 0.03 0.05 -0.15 0.33 0.12 0.02 0.12
WF 0.10 -0.61 -0.08 -0.05 -0.02 0.01 -0.80 0.05 .240
Bre 0.14 -0.49 0.04 0.04 -045 -0.21 1.14 -0.08 .380
Pul 0.00 -0.12  0.08 0.01 0.01 -0.01 0.10 0.02 20.0
Veg 0.03 -0.21  0.23 0.03 -0.14 0.21 0.01 0.23 0.07
Meat -0.02 -0.02 -0.53 0.01 -0.03 -0.04 -0.55 20.1 0.21
Fish 0.05 0.01 -0.26 -0.00 0.05 -0.04 0.07 -0.06 .090
Egg 0.00 -0.28 0.49 0.02 0.00 -0.20 0.02 -0.07 60.0
Coc 0.00 0.11 -0.21 0.03 0.12 -0.26 -0.12 -0.39 000.

Milk -0.10 0.20 0.42 -0.02 0.01 014 -114 -053 O00O.

Table 4: Compensated cross price elasticity inl seator (2006 - 2016)
Rice WF Bread Pulse Veg Meat Fish Egg Coc Milk

Rice 0.52 -0.28 0.27 0.11 -054 -0.25 0.19 0.19 110.
WF 0.08 0.28 -0.01 -0.03 -0.17 -0.16 -0.23 -0.00 .160
Bre -0.04 0.22 -0.08 0.09 0.20 -0.03 -0.35 0.06 .1060
Pul 0.07 -0.01 -0.15 0.04 -0.45 0.03 0.06 0.00 50.0
Veg 0.07 -0.12 0.47 0.10 -0.38 0.04 -0.03 0.12 40.0
Meat -0.08 -0.16 0.23 -0.27 -0.08 0.23 -0.28 0.080.06
Fish -0.04 -0.17 -0.03 0.02 0.01 0.25 -0.04 -0.020.16
Egg 0.01 -0.08 -0.15 0.01 -0.00 -0.10 -0.01 0.000.2%
Coc 0.06 -0.01 0.15 0.00 0.06 0.10 -0.04 0.00 0.09

Milk 0.13 0.26 -0.11 -0.06 0.04 -046 -0.62 -0.020.12

The results of Table 4 illustrate that, for examp#beat flour group has a
substitute effect with rice, bread and milk fooe@nits whereas pulses,

vegetable, meat, fish, egg and coconut food itdraercomplement effects in
rural sector.
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Table 5: Compensated cross price elasticity inestctor (2006 - 2016)

Rice WF Bre Pul Veg Meat  Fish Egg Coc Milk

Rice 0.35 0.70 0.26 0.18 050 -1.03 -0.86 0.07 50.1
WEF 0.06 1.42 0.26 -0.11 0.24 0.38 -0.76 0.01 -0.24
Bre 0.09 1.15 -0.07 -0.02 -0.64 -0.25 0.53 0.20 000.
Pul 0.07 041 -0.14 0.01 -047 -0.24 0.19 0.09 504
Veg 0.12 -042 -0.11 0.04 -0.37 0.11 0.58 0.11 21.0
Meat 0.08 0.23 -0.74 -0.29 -0.09 -0.00 -1.03 -0.300.10
Fish -0.18 0.38 -0.31 -0.15 0.03 -0.01 -0.23  -0.030.20
Egg -0.05 -0.26 0.22 0.04 0.05 -0.38 -0.08 0.09 .690
Coc 0.02 0.02 0.49 0.12 0.05 -0.63 -0.06 0.56 0.01

Milk  -0.07 0.65 -0.89 -0.05 0.07 -0.00 0.21 0.39 0.

The results of Table 5 demonstrate that, for examptgetable group has
complementary relationships with wheat flour, bresd meat food items
while substitution relationships exist with riceylses, fish, egg, coconut and
milk food items. It is noted that wheat flour-breddead-wheat flour, milk-

vegetable substitution effects and fish-rice and-egat complementary
effects are very high in the estate sector.

Conclusion

The findings of price and expenditure elasticitiéslemand for the selected
food groups could be used in projections for futioed consumption. The
high price elasticities of demand for many foodnsestress the importance of
food price changes for households especially inetstate sector, and their
reactions should be taken into account in the adgwveént of comprehensive
agricultural and food policies in order to avoicanticipated effects harming
consumers. It is important that a number of d#ferfood sources be
consumed and efforts should be made to encouraggeavariety of foods to
improve the nutritional quality of diet and heatththe population. Dietary
diversity is one of the most important ways to easubalance of nutrients for
people of all ages. The results of this study ssggjeat income oriented
policies are important to achieve better nutriteord reduce the problem of
unbalanced diets. In addition, complementing pedi@re necessary.
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Introduction

People with visual impairment and blindness (VI&Bpresent the majority
of the differently abled population in most comnties (WHO, 2011) where

social inclusion in the workplace has always beehalenge. They are more
likely to be overly sympathized, negatively viewed even teased which
results in them being excluded from society (Zaiablal., 2018). Social

inclusion of diverse communities is a key elemehsacial sustainability

coming under UN Global Compact principles. Thubjgh priority has been

given to studies dealing with social inclusion, @rinclude the improvement
of orientation & mobility and social acceptance afmat empowering

employees with VI&B. This paper focuses on the lemgles associated with
social inclusion encountered by the employees Wi&B in the workplace.

Employees with VI&B do not enjoy full integration the workplace due to
the lack of social support. Inability to navigabedugh social venues, failure
to recognize co-workers, inability to obtain foaatladrink without assistance
and the need to rely on colleagues for assistamceame of the barriers that
exclude them from socializing (Naraine & Lindsa@12). Alma et al. (2012)
highlight personal value attached to participatmal the size of their social
network as major determinants of social inclusighile factors such as self-
perceived vision and degree of visual impairmestrimrelationship to social
inclusion of the visually impaired adults. Thusisiimperative to investigate
the issues of social inclusion of employees wit&B for implementing new
policies, support services and intervention programvards enhancing their
social inclusion (Hagiliassis et al. 2014) and umnt to guarantee social
sustainability.
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Objectives

The research problem emanates from the fact ttradwah social inclusion of
persons with VI&B is a priority area, no systemadtigestigation has been
carried out on the social inclusion of employeethWil & B in the Sri Lankan
organizations. Thus, a serious knowledge gap exiskss area. The objective
of this study is to explore the extent to which ®e Lankan workplace
provides a conducive environment for the employaeth VI&B. In
particular, the key challenges associated witlr théentation & mobility and
social acceptance are determined.

Methodology

Due to the exploratory nature of this researchyaitgtive approach has been
adopted. The study population comprises of mediwm large scale
organizations in Sri Lanka. The data collection hodtadapted was mainly
in-depth interviews where seven blind respondeatssisting of four males
and three females of executive grades were selagtedy the snowball
sampling technique. Each of these respondentsseped organizations with
a broad range of sophistication with respect teftionality, which included a
state university, a top banking institution andA#®’s office, whose names
are not disclosed for confidential reasons. Therui¢ws were conducted on
a face-to-face mode and over the phone, basecom@etermined interview
protocol which lasted for 45 to 60 minutes andgtexeedings were recorded
and transcribed. Using pattern matching and thenaatalysis techniques,
data so gathered were analyzed to elucidate thekaljenges encountered
and factors that would facilitate improved socralusion.

Results and Discussion

Five main challenges with respect to orientationn®bility and social
acceptance came to light and one of the key detams that stimulates
higher levels of social inclusion was also fountheTkey findings are
summarized below:

a) Inadequate Infrastructure Suppohtost organizations in the sample have
almost no facilities to support physical accessibibf employees with
VI&B, and hence they face many difficulties withspect to orientation
and mobility. None of the organizations have taiey interest to address

69



Peradeniya International Economics Research Sympog019

b)

d)

the issues of mobility from the employees’ place rekidence to
workplace. Personal safety is left at risk and @egis have also been
reported in certain places. Only one private semtganization provides a
VI&B friendly environment which includes guidingofbr tactiles, trailing
bars, and guiding stickers, braille markings itsliembossed stickers and
voice-support in elevators. One of the largest ipubkctor financial
institutes in the sample has a standard layout lbrflamrs so that
employees with VI&B could locate the respectivecpireasonably well.
In most institutions within the sample, people’port is admirable.
Although, there are critical issues with respeatrientation and mobility
for employees with VI&B, they seem to view them'tag way it is’ and
tolerate to a very great extent.

Issues with respect to Social acceptangk:participants maintain very
good social relationships with their colleaguegha workplaces where
they felt that they are part of the team. Thus,jadcacceptance is not
observed to be a major issue for employees withB/ii&all organizations
studied. However, it is observed that the leveltludse relationships
depends on the individual behavior of the persotih Wil&B and their
orientation. Other employees seem to provide adegsapport to the
fellow workers with VI&B. There are instances whéehe support goes
beyond the required level showing excessive synypdltius resulting in
persons with VI&B feeling underrated.

Poor job designin most state organizations there is a major misinat
a person’s specifications (including the skillsdathe job design. For
example, graduates with VI&B have been placed iecakive positions
where the main mode of information access is pbpsed hard copy file
systems.

Inadequate workplace safetgmployees with VI&B face many problems
when it comes to workplace safety, where repeatéidion and accidents
are taking place. No strategies and operationalham@sms promoting
workplace safety are in place in most organizatigitisin the sample.
Mismatch of focusThe emphasis placed on disability support in most
organizations appear to be focusing toward peoptk physiological
impairments rather than visual disabilities. Ine thwo ‘better
organizations, sharing information through eleatomedia is well
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supported. However, common forms of informatiorsemination such as
noticeboards are not accessible by employees with &.

Conclusion

This study highlights five critical challenges enntered by employees with
VI&B in the workplace. Orientation and mobility sugrt is found to be a
largely neglected area. No assistive technologieeactically used in the
workplace to aid VI&B employees for their navigati@and information
sharing. Job redesign to promote a VI&B friendlyrigmace would facilitate
the overall productivity of the organization. Aligh, social support at the
individual level is prevailing in general, it is partant to develop a disabled
friendly mindset and attitudes of the other empésy®ward facilitating social
inclusion of VI&B and to promote unity towards ddtahing social
sustainability at large. In addition, the top masragnt support has been
recognized as a key determinant that facilitatesasanclusion, in particular
in the social acceptance arena.
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Introduction

Social sustainability entails the mutual co-existef individuals, diverse
communities and societies. Social equity, sociplta human rights, quality
of life, education and social responsibilities #ire main factors that promote
social sustainability. Persons with Visual Impainnand Blindness (VI&B)
represent the largest component of the disabledulpbpn in most
communities. Education is observed as a key detembthat promotes social
inclusion, in particular with respect to childredowever, support towards
educating children with VI&B is quite poor in theo@h Asian region
including Sri Lanka. Although promoting educatios vital for social
inclusion, the question arises as to how far Snldaais geared to improve the
level of education of children with VI&B. Sri Lankaovernment Census of
2012 indicates that 996,939 persons of the ageyetilfs and above are blind,
which comprises 4.7% male and 6.0% female chil@daimes et al., 2018).

Past research, conducted in the West in partichks,observed that visual
impairment not only impact on individuals, but ateeir families, caregivers
and community (Kdberlein et al., 2013). Sachs adlir&uer, (2011) suggest
that promoting education is an essential requirérf@npeople with visual
impaired and blind children. Even in the domaithigiher education there are
several barriers and challenges for people with B/I&hildren with VI&B
has more prospects for securing employment whidiunm gain strength to
sustain themselves financially with self-possessiarieti¢ et al. (2016) state
that the parents of children with VI&B are very rhuconcerned about the
future of their child.
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Taking the above into consideration a serious kedgé gap exists with
respect to social and economic aspects of childiémVI&B. On the other
hand, research studies focusing on persons withBvd&d differently abled
persons are common in developed countries butrgcki the developing
countries including Sri Lanka. Thus, this resedoduses on the factors that
determine promotion of education of children witl&® in Sri Lanka.

Objective

The main objective of this research is determirgefittors that promote (or
hinder) education of children with VI&B in the cext of Sri Lanka.

Methodology

This research was qualitative and based on in-dieénviews. The target
population of the study was Sri Lankan familiesihgwisually impaired and
blind children. A detailed investigation into 10rfdies having children with

VI&B was conducted using in-depth interviews andfuather set of

information related to 25 families having visualtypaired and blind children
were used to derive inferences through using thestipnnaire. The study
selected “Sandagala Special School” in Kurunegald ‘®eaf and Blind

Special School” in Rathmalana, to locate the chitdwith VI&B. Narrative

analysis technique were used to build insights dasein-depth interviews
data collection.

Results and Discussion

The children’s blindness levels vary from totalp@rtial impairments, with
high and low vision categories. Some of them attgate schools dedicated
to Deaf and Blind children. The sample represehted genders. The analysis
of interview data resulted in five key factors.

1. Blindness is not a barrier for learnin§ylost of the visually impaired and
blind children in the sample demonstrated veryngiracademic rigor. For
instance, the mother of one child indicated that'biend’ daughter became
the second highest from the blind students in @rika as well assiplace

from the North-West province. She had scored 17&snfar the scholarship
exam and she received a President’s award with. BEORs000 gift voucher.
This girl demonstrates excellent musical abiligesl is a ‘Visharads’ diploma
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holder for vocal skills. It is also interestingriote that she has high ambitions
aiming to become a professor in future.

2. Parental Support, role of Friedman peePsoductive support of parents,
siblings, teachers and friends significantly impactchildren’s welfare and

development. The results show that positive inteiea of parents, teachers
and siblings can enhance a child’s education. kamg@le, one mother, despite
being a science teacher had learnt the brailleesysb help her child’'s

education. She had also changed her teachingdocsgiveral times to be with
her blind daughter, and had proven academic acments. While certain

other children also get support for their studiesf this blind child, they

positively support social inclusion. On the othemnd there are cases of
marginalization of children with VI&B which has rdged in depression and
other emotional problems.

3. Role of dedicated ‘Deaf and Blind’ (D&B) schaoBxposure in D&B
schools provide significant support at early stagesiucation, but continuing
with them negatively impacts their social inclusidme results suggest that
VI&B children who go to D&B schools at their eadiages of education show
high performance in education compared to thosagym normal schools.
But it minimizes their association with studentsovdre not VI&B.

4. All children in the sample aspire to become teashand that may be due
to limited exposureFindings showed that most of VI&B children’s aidm

is to be a teacher, because their teachers aral\isypaired and blind.
Therefore they think if they learn well they cowddsily become a teacher.
This thinking possibly reflects their limited enmimment.

5. Financial IssuesTransportation cost is higher for families withldren of
VI&B. Furthermore, large sums of money have beemspn non-confirmed
orthodox medicinal treatments with almost no suec@&his is a major issue
with respect to parents’ knowledge (level of ediorgt ability to grasp reality
and their vulnerability towards social and culturatconceptions.

Most of the families having children with VI&B falhto the ‘poor’ social
category and only some have reached middle-incawel.l Most of the
parents are casual unskilled laborers. Some of tiera no permanent job at
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all. It was observed most families suffer from having sufficient income to
cover their daily needs.

Conclusion

This research presents very important key factbeg influence social
inclusion of children with VI&B. Poverty and poomé&wledge (level of
education), inability to grasp reality and theitnerability towards social and
cultural misconceptions play a key role in thigoes. Education seems a key
factor for children with VI&B to make headway fanproved social inclusion.
Blindness is not a major barrier for learning i€@nducive environment is
provided. These findings also support the socebty of disability where the
issues are not emanating from the person with VIR, is more a problem
with society as whole.
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Introduction

Traffic congestion is widely seen as a growing pgobin many urban centers
in Sri Lanka. The total vehicle population in theuntry has dramatically
increased with an average annual growth rate ofl&8&een 2008 and 2016
(Karunarathna, 2019). According to vehicle registra records of the
Department of Motor Traffic, in peak hours, morartt8 million automobiles
use road infrastructure all over the country. Adgamt, while the total number
of households in the country is 5.1 million, tataimber of vehicles in use is
6.4 million showing that the number of vehicle plgtion is higher than the
number of families (households) in the countrytligse, 50 % of automobiles
are inbound to Colombo and Kandy while most of treempersonally owned
automobiles (Karunarathna, 2019). This growing dren the vehicle
population has important implications for Sri Lanksociety, economy and
the environment while creating severe traffic catiga in major cities.

The overall volume of vehicular traffic congestioontinues to grow faster
than the capacity of the urban road transportatimtem in the last decade.
Road traffic congestion directly reduces produttivievels and adds
additional costs to the total production cost immtef a loss of resources. It
creates a huge loss of manpower as most commudees th spend their
productive time or leisure time on roads travellilg few recent studies
(Maparu and Pandit, 2010; Xu et al., 2013; Zharal.e2014) show that traffic
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congestion leads to increase in the operating @bsthicles, delay of the
journey, increase in pollution and in stress. Tseilts of these studies indicate
a considerable monetary loss that is incurring tludraffic congestion.
However, most of these studies have tended to otrate on a particular
aspect of congestion such as environment cost,semistc. rather than
analyzing the value of the loss of manpower whiah loe the most important
component of the total cost of traffic congestidncordingly, this study will
partly attempt to fill this void in the literatubgy using travel time survey data
in Kandy City in Sri Lanka.

Objectives

Road traffic congestion directly creates a loss resources including
manpower (Hartgen and Fields, 2009; Harriet e2@13). In this context, the
main objective of this study is to estimate theueabf the loss of manpower
due to traffic congestion in Kandy City in Sri LanHt also compares the costs
among different road users.

Methodology

This research mainly employs descriptive statist€simple averages to
analyze the field survey data. To measure the maepdoss of traffic
congestion, data collected from coverage of variousmuters and a road
monitoring survey carried out in November 2018 ased. Data from a
Vehicle Monitoring Survey covering three road cdors of the Kandy city in
November 2018 is mainly used to identify the nundferehicles entering the
city each day. Also, a Time Monitoring Survey cadriout during the same
month is used to estimate the delay time (diffeeelnetween the actual time
taken and average time given by Google-non trafiicach vehicle category.
We also identified the average number of passertigerslling in each vehicle
using different survey techniques. Finally, the igoceconomic survey
covering different vehicles users is carried outdtculate the average wage
rate of each category. The value of the manpowss Is estimated by
combining all the survey data.
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Results and Discussion

Kandy is one of the major cities in Sri Lanka l@zhin the central province.
About 0.18 million people reside within the KandyMcipal Council (KMC)
limits and more than 56,000 vehicles move dailyhmithe area. Kandy traffic
problems have made a severe impact on people syncaumconvenience as
it has affected them socially and economicallypfgsent, the Government of
Sri Lanka has undertaken several expressway amdd®zelopment projects
that will link every part of the country. Howevéne government has still not
taken any steps to overcome the issues relatedftm ttongestion in Kandy
city. With this background, we identified threeimaorridors which lead to
Kandy city from other places in the country. Itggated in Figure 1.

MatSwata Corridor 1 (C1)
Peradeniya Town and

e Kandy Clock Tower /
Hospital — A1/AB42

mana vala oo’ +
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Aruppola

vatihalagala Gohagoda = Sirimalwata

K Sotacts Corridor 2 (C2)
: Katugasthota Town and

< Kandy Market Station —

SRS Hiukmodara-— 2,

A6/B518

Dambawels

-
Nattsrampota
°

Monarangala Ketawala

ioritieas Corridor 3 (C3)

Thalathuoya

\ e Thennekumbura Bridge

Pooliyadda

: " and KandyMarket

Figure 1: Main three corridors selected for thevew Station — A26/B521

Table 1: Total number of vehicles entering the fribyn each corridor

Time Slot Corridor 1 Corridor 2 Corridor 3 Total %

06 am -09 am 6,527 4,778 2,092 13,397 24

09 am-12 am 4,968 2,247 2247 9,462 17

12 pm-03 pm 5,480 3,278 3278 12,036 21

03 pm-06 pm 3,660 2,437 2437 8,534 15

06 pm-09 pm 2,804 1,307 1,199 5,310 9

09 pm- 06am 2,634 1,043 1,132 4,809 9
Total 26,073 15,090 14,877 56,040 100
Percentage (%) 46.53 26.93 26.55

Note: Survey data is used to calculate the averagesch time slot
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In many urban areas, there are increasing conedrmst how the growth of
traffic congestion may adversely affect the areasnomy (business sales and
income). At the most basic level, increasing cotigess associated with the
type of vehicles that use the road as some triph@moad system related to
some vehicles such as truck and bus will entagjéoriravel times for riders
and higher vehicle operating costs for vehicle afes. The added time and
the expenses for drivers and passengers are thel&ments of the total
congestion costs, in addition to the cost of eraissTherefore, it is vital to
identify time period that different type of vehislenter the city on a particular
day. Table 1 and 2 reports the average number lutles and the type of
vehicles accessing the city in a given working dayring business days in
Kandy city, traffic congestion reaches a greatnsity at predictable times of
the day due to a large number of vehicles usingdhé at the same time. This
phenomenon is called peak hour, although the perfiddgh traffic intensity
often exceeds one hour. In some places of the tiaffic volume is
consistently extremely high during peak hours whilevident in the data
given by Table 1. We also identified the type dfiieées entering the city from
each corridor in a particular day given in Table 2.

Table 2: Type of vehicles entering the city (%)

Average %

Type Corridor 1 Corridor 2 Corridor 3

Bus 7.57 5.72 6.18 6.49 649
Lorry 4.00 3.91 3.85 3.92 4.90
Truck 0.44 0.38 0.46 0.43
Bowser 0.36 0.52 0.76 0.55

Car 24.63 24.00 23.82 24.15 32 6¢
Cabs 1.79 1.42 1.33 1.51

Jeep 2.97 4.08 4.64 3.89
Wagon 3.21 3.21 2.72 3.05

Van 5.35 7.93 8.67 732 7.32
Ambulance 0.14 0.21 0.16 017  0.17
Three-wheeler 23.75 21.96 20.21 21.97 21.9
Motorcycle 25.52 26.34 26.97 26.28 26.2¢
Others 0.26 0.33 0.22 0.27  0.27

Note: Vehicle type is further categorized to idgnthe loss of manpower
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According to the monitoring survey, approximatel2®million working age

people entering the Kandy City from the three nwarridors daily. All these

commuters are involved in extra-time loss and sonest delays, which may
result in late arrival for employment, meetings] @ducation, resulting in lost
business and income, disciplinary action or othersgnal losses. In this
context, we estimated the total number of loss tfmanber of minutes) for
different vehicle users per day due to traffic cestgpn and identified the
monetary value of it based on the wage rate estimakhese estimations
presented in Table 3.

Table 3: Estimate of the total value of the manpdass per day

Total Total Average
Vehicle Passenger  Loss time Salary Total Loss

Vehicle Type No. No. ( minutes) (Rs.) (Rs./ Per day)
Bus 3,620 152,040 34 1,561 16,811,190
Lorry, Truck
Bowser 2,081 4,162 38 2,430 800,664
Car, Cabs,
Jeep, Wagon 14,390 28,780 31 7,228 13,434,744
Van 3,427 41,124 28 1,273 3,053,800
Three Wheel 10,144 30,432 6 2,890 1,099,356
Motorcycles 12,408 24,816 -2 1,683 -174,022

Total (Rs.) 35,025,732

Note: i. Average salary is estimated based on the discussioied out with each category.
Data are only from 12 hours per day (6.00am to®0 ii. Total number of passengers is
adjusted for kids/old for the bus, car, van, thuieel and motorcycles. iii. Negative number
represent the benefits as their vehicles move gréfaan average speed.

Table 3 reports the time loss due to traffic cotigasper day under each
vehicle category. The total number of passenggustraent for kids/old
commuters, average salary in each group, etc. egtimated based on several
gualitative surveys carried out in the same montloss time (number of
minutes) is the average delay time between 6.00atn6200pm per day.
Accordingly the average loss number of man-datesigg for all commuters
are approximately 15,634 for all and the value apijpnately about 35 million
rupees per day, which is about 0.7 billion rupees mponth, assuming 20
working days per month. Manpower loss is relativiaiyher for bus (47 %)
and car, cabs, jeep or wagon user (38 %).
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Conclusion

The main objective of this research is to estintlagetotal loss of manpower
due to road traffic congestion in Kandy city in &anka. Results show that
on average the value of the loss of manpower dugattic congestion is
approximately Rs. 35 million per day and which igngicantly higher in
public or private bus users as well as private slehiisers such as car, cabs,
jeep and wagon. This indicates the magnitudeseoettonomic loss incurred
each day due to existing traffic congestion indityzg Therefore, steps need to
be taken to reduce traffic congestion and provigigifsicant economic benefits
to the commuters and the economy. According tactmmuter survey, it is
evident that 98 % of the respondents perceivedekiating traffic congestion
has some serious impact on increasing their mesttalss level while
approximately 97 % of the respondents acceptedrdfit congestion results
in decreasing their productivity in the workplaEerthermore, it is found that
the number of crossing roads, the number of vehiglarked along the
roadsides, crossing rail tracks, closer locatiosabfools, hospitals, temples,
availability of number of small temporary shops &irhut-type shops) along
the roadsides, narrow crossing bridge and avaitaleif main junctions have
resulted in increasing traffic congestion signifitg in the study area.
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Introduction

Private tutoring, also known as ‘shadow educatisra globally expanding
phenomenon (Byun et. al. 2018). In Sri Lanka, seim@ntary private tutoring
has long been a pervasive part of many studenésyday experiences (Bray
2003). Even though the Sri Lankan government spentisge amount of
money per student (Rs. 11,804 in 2015 and Rs.14,ir32016) for public
education, many Sri Lankan children start attenghingate tution beginning
from the Grade Five scholarship examination to@¥€.E A/L examination
(Cole 2017). Among Sri Lankan students, privatering demand is very
high. In 1990, it was estimated that 75 percere@.E (A/L) students were
attending private tuition classes. The proporti@s\w?2 percent among G.C.E
(A.L) arts students, 67 percent for G.C.E (A.L) coerce students and 92
percent among G.C.E (A.L) science students in 1@9@ Silva 1994).
Empirical literature on private tutoring is growirfgpwever whether shadow
education indeed matters for academic achieversesiilliunclear and needs
further analysigByun 2014: 54; Cole 2017n Sri Lanka, the government
always provides education at public cost while peatso always clamor for
free education. In such a situation, private tuigiis escalating. As a result,
household expenditure for private tutoring is alscreasing. It seems that
parents enroll their students in public schoolsleveending them to learn in
informal fee-paid out-of-school classes. As a requdrents have to spend
much money on private tutoring. However, there ik@k of knowledge
regarding this area. Therefore this study is angpt to assess the contribution
of public schools and private tutoring classes dudents’ academic
performance and to estimate household expenditurédth public school
education and private tutoring.
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Objectives

The study assesses some selected aspects of peitdiol education versus

private tutoring for school level education. Thegeatives of the study are: to

determine the individual contribution of both pubkchools and private

tutoring classes to students’ academic performatocestimate per student

expenditure borne by households for private tatgrand to ascertain reasons
for the demand for private tutoring.

Methodology

To achieve the objectives of the study, data wadleated regarding public
schools, private tutoring classes, student perfoomaand households. In
addition, information on attendance of studentsthedextent of teaching (the
coverage of subject matter) in public schools arape tuition classes, and
household expenditure for private tutoring wer® asllected. In this regard,
a sample of 100 students who sat for the G.C.E )(@tamination in
December 2017 and 300 students who completed BeB.E. (A.L)
examination in August 2017 were randomly selecfBde G.C.E (A.L)
students selected represent four subject streanes; Arts, Science,
Technology and Commerce. All these samples werectss from among
those who enrolled in public schools in Colombotiiswhich represents the
highest student population (23.3%) according toSbleool Census 2016. In
addition, selected public sector officials of thedartment of Education,
principals of selected schools, Officials of prevdtition classes and well-
known teachers who conduct private tuition clasgee® interviewed in order
to collect relevant data. In the case of input andput data, student
performance is not separately available for puitlwools and private tutoring.
It is available as an added variable for both sectand student participation
can be estimated separately for both sectors. Gensg this situation, the
following simple linear model was adopted to detesrthe contribution of
both public schools and private tutoring to stugmrformance.

Y. =6+ BX; + B X, +U,
Yiis the I student’'s academic performanceyi % the time period thei
student spent in studying in his or her public £th¥ziis the time of the'
student spent in studying in his or her tutoringsslclassesi are the
parameters to be estimated anddJthe residual term. Based on the above
proposed model explained above, linear, log lirsat reciprocal regression
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models were estimated respectively taking total karybtained by each
student for his/her G.C.E (O.L) subjects studieligprivate tuition class and
Z-score each student obtained for his/her G.C.E)(Aexamination as
dependent variables. In addition to these modescriptive statistics were
used in estimating household expenditure for educat

Results and Discussion

Out of all G.C.E (O.L) subjects studied in privaigon classes by students,
tuition fee is very high for French, Western Mudimglish Literature, Art,
Dancing and IT. However, when compulsory subjeatstie G.C.E (O.L) are
considered, tuition fee is the highest for mathérsafollowed by science.
Monthly tuition fee at G.C.E (O.L) for both mathetva and science are
respectively greater than monthly per student edpar® borne by
government for students in public schools. Accaydm estimated values for
guantity demanded from students in private tuitasses for each subject at
G.C.E (O.L) it was found that both mathematics aninces subjects are
ranked highest. As such, higher class fee and hidgr@and for mathematics
and science are consistent. In the case of G.C.E) (Aonthly tuition fee of
all the subjects of all streams is greater thanlR80 which is equal to the
monthly per-student expenditure borne by the gavent at present for public
school education.

Inquiries were made of sampled public school sttelahboth G.C.E (O/L)
and (A.L) of eleven reasons regarding their leaymmprivate tuition classes.
Out of these reasons three were found as mosemflag ones. According to
the descending order of preference of studentethemssons can be stated as
“in the private tuition classes there is repetitadrihe subject matter taught in
public schools and therefore tuition classes suppgoem to understand
academic matters easily; distribution of handourtd aotes in the private
tuition classes; and adoption of better teachinghods in fee-paid out-of-
school classes”. Total number of hours spent stuggll the subjects in both
private tuition class/es and public schools werpassely included as
independent variables. Parameters of tuition timgrivate classes are highly
significant with the positive sign and private iwiit classes could be identified
as a significant contributor in determination afd#nt performance at both
G.C.E (O.L) and (A.L).
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Conclusion

The paper concludes that private tuition classesribmtes to the knowledge
of students in public schools in Sri Lanka, andpés of school children spend
extensively on fee-paid out-of-school classes. Bhengh free education is
still provided in Sri Lanka, parents paid much mom@ney on educating their
children. In the case of policy recommendations,onder to produce

productive results through market forces, the Hgpigscalating private

tutoring industry emphasizes the requirement ofitoang of the same by the
government. Students attending private tuition sgas understand that
teaching quality is better in these classes thahith public schools. This

proposes public schools to look for more attracteaching methods. Finally,
higher demand for informal fee-paid out-of-schodueation puts a big

guestion mark in presence of free school education.
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Introduction

The sustainable development process needs theligstadnt of basic
economic and social institutions necessary for esoa growth (Rutherford,
2002). Higher education plays a critical and prigvgirole. UNESCO (2005)
mentions that ‘education for sustainable develoghies become a hot topic
and it “empowers people to change the way theykthimd work towards a
sustainable future”. Furthermore, higher educatgyives knowledge and
understanding along with competencies, where gtaduaill learn how to
work towards sustainable development while achg\ah their goals and
targets. With the growth of globalization, new depenent approaches
incorporate software development around the worltl aencourage
engineering and management practices. In the gkifalvare development
environment, employability of new IT graduates afwadepends on the
knowledge and competencies they leran thorugh nméition technologies.
There are several studies conducted regarding gaypebn the expectations
of employers and employees, but no studies have teee to explore how
these competencies affect the performance expaasatif employers in the
Sri Lankan context.

In contrast to individual learning, team work i®ses a vital aspect of the
software development industry. Noll et al. (2018armined a global teaming
model for the governance of global software devalept, which focuses on
a system of governance for working teams. They lighgted how team
integration can be influenced by the practicesawtheteam. Mukhtar et al.
(2009) found that there is a close relationshipveen employability and
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employers’ general performance expectations. Tiemdways a mismatch
between the qualification of computing graduated #re expectations of
computer industry. Akman and Turhan (2018) sugyest expectations of
employers in individual and teamwork settings havsignificant effect on
general performance expectations of the employaidlas study investigate
employers' performance expectations of new IT gatekl competencies in
individual and teamwork settings for software depehent (Akman and
Turhan, 2018). The study revealed that employensepee significant
diversity existing in competencies within individaend teamwork settings in
terms of adapting to new software development nusthasing time and
experiences gained in undergraduate projects afég{Akman and Turhan,
2018).

Objectives

The objective of this study is to examine the iaflae of individual work
expectations and team work expectations on emmbgeneral performance
expectations for new IT graduates in the softwareetbpment industry in
order to achieve quality IT education for sustaleatbevelopment in Sri
Lanka.

Methodology

A sample of 120 employers such as IT unit/projeeinagers or senior IT
professionals were selected and 8 outliers wereoveth Simple random
sampling method was used to select the researthipants for the study. A
structured questionnaire was developed to gatlmiapy data from employers
in the software development industry and for thgppse of examining how
individual and teamwork expectations influence eayets’ general
performance expectations. A 5 point Likert scals wsed with 1 = “strongly
agree” and 5 = “strongly disagree”. Descriptive lgsia was used, as was
Multiple Regression analysis using General PerfoicesExpectation (GPE)
as the dependent variable (Y). Sample size was fad2nultiple linear
regression and the equation can be given as fallows

Y; =Bo + B1 Xy + BaXy +B3D; + Uy (1)
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Where, Y: General Performance Expectation (GRE), Individual Work
Expectation (IWE),X,: Teamwork Expectation (TE);: error term. The
study included one qualitative variable as a dunvaayable in the multiple

regression model. s preference for specific university (Preference),
preferred = 1, otherwise 0.

Results and Discussion

The model summary of the multiple regression anglsisows that Ris 0.63
and explains the overall model fit of the variablElsat can be interpreted as
63% of the variance in GPE can be explained bygdnebination of individual
work expectation, teamwork expectation and prefegari specific university.
The ANOVA results yields that the level of signdimce and multiple
regression model is significant at the 5% significkevel (p<0.05), which
indicates that model is a right fit for the datartRermore, the findings yield
that individual work expectation and teamwork expgon are statistically
significant at the 5 % level. However, employerséfprence for specific
university is not significant at the 5 % level.

Table 1: Results of multiple regression analysis

Variable Coefficient Std. Error t P value
Constant 0.416* 0.184 2.259 0.026
X1 0.267* 0.084 3.168 0.002
X2 0.570* 0.088 6.469  0.000
D1 0.097 0.159 0.609 0.544

Note: * 5 % significance level

As indicated in Table 1, using unstandardized coefits, the regression
model can be generated as below:

¥, = 0.416 + 0.26X,; + 0.5700.26X,; + 0.09D;

The results from the analysis shows that 71% (8pleyers) of the sample
shows preference for specific universities, whi#8@(32 employers) of the
sample is do not prefer specific universities. (gsfive-point Likert-scale,

among the 80 employers, 67% of employers prefegraduates from local
public universities. Furthermore, 61% of employesponded as preferring
graduates from local private universities. Howeeenployers’ preference for
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graduates from foreign universities is neutralrepresents 43% and 42%
respectively. Moreover, out of 32 employers, whodans employers who do
not prefer a specific university also respondegra$erring graduates from
local public universities by representing 75%, &®d6 preferred graduates
from local private universities. Employers’ prefece for graduates from
foreign universities is neutral at 50% and indisatieat 16 of employers’

preference for foreign university graduates is mnatde while other 16

responded as preferred and least preferred.

Conclusion

The findings indicate that IWE and TE tend to tahor the employers’ GPE
regarding new IT graduates in the software devetypnindustry. As the
objective of this study is to examine the influenak individual work
expectations and team work expectations on empkgeneral performance
expectations regarding new IT graduates, in ordeadhieve quality IT
education, it is clearly visible that employers paging keen attention on the
new IT graduates’ competencies in order to hirenthéligher education
should be of quality in order to create a graduate of potential and
competencies so that they can be hired by emplaybish will support the
the country’s development. Consequently, as UNESZO5) mentioned that
guality of education “empowers people to changentag they think and work
towards a sustainable future”; so employers wiltkmMmwards a sustainable
future while supporting the development of the doun
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Introduction

Education ensures the quality of living standasisstainable development
goals are key driving factors which help to protesbticational levels globally.
In today’s world the competitive environment, adsiag technology and
growing economy require a good level of educatimreten achieve basic
human needs. Out of the 17 sustainable goals, doethf sustainable
development goal is achiving quality education (fison, 2019). As a
developing country ensuring quality education igalvifor Sri Lanka.
Therefore, enhancing academic performance of unadugtes is one of the
key requirements for the development of Sri LarlRath focus on personality
traits, private universities are belived to offeoge for quality education.
Measuring academic performance in a universityedrmelating to academic
personality traits is more convenient with the @rd&bint Average system
which was targeted in previous research. Academocrastination can be
defined as a person voluntarily postponing intereteivities regardless of the
consequences of the delay.

Academic procrastination is of two types, active @assive procrastination.
Passive procrastinators procrastinate becauseldbkythe ability to do the
task. Active procrastinators get involved in it Bese they invest time and do
the task efficiently. Active procrastinators havpasitive impact and passive
procrastinators have a negative impact on acadparformance. Academic
motivation is one of the powerful factors whichdsaindergraduates to gain
more interest in learning and to contribute monmeetito studying willingly.
Without any interest, no one would do anything whiakes their time. So
motivation is the factor which drives undergradadtesacrifice their time for
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academic activities which leads to better acadgrerformance. However,
there is no previous research related to this fieléri Lanka. This is an
attempt to focus on the success of education hbytifgieng the impact from
three personality traits which are academic praicraison, academic self-
efficacy, and academic motivation on academic perémce.

Objective

The objective of this study is to identify the ingpg of personal
procrastination, self-efficacy and motivation ona@emic performance of
undergraduates in private universities in Sri Lanka

Methodology

We follow a deductive approach. The population bis tresearch are
undergraduates from degree awarding private untiegsvhich are registered
with the University Grants Commission in Sri LanKéis comes to around
25000 undergraduates from three main private usities, under university
ranking 2019. A purposive sampling technique waslpywith sample size 378
according to Morgan’s sample size table. In tha datlection step, there was
a 30-item questionnaire including three scales kwheare, academic
procrastination scale, academic self-efficacy scabkel academic motivation
scale. After collecting the data, to achieve thgadives according to the
conceptual framework multiple regression analysas done.

Results and Discussion

For the analysis, thirty items were used in theads¢t. The academic
procrastination scale, academic self-efficacy scahel academic motivation
scale each has ten items. Because of the high &cbrddpha value, no item
was removed. Cronbach alpha value above 0.9 stagbsreliability and
validity of the data set. Thereafter, multiple eggion analysis was carried
out to identify the hypothesis.

Table 1: Reliability analysis for the dataset

91



Peradeniya International Economics Research Sympog019

Cronbach alpha Number of items

0.95 10 AP Scale
0.92 10 ASE Scale
0.91 10 AM Scale

Table 2: ANOVA and model summary multiple regressamalysis

Sum of
Model Squares df Mean Square F Sig.
Regression  10.578 3 3.526 16.398 0.00¢
Residual 81.065 377 0.215
Total 91.643 380
R=0.340 R*=0.115 Adjusted R= 0.108

F (3,377) =16.4, p<0.0017R0.11

According to ANOVA output and Rresults, 10.8% of the variation in
academic performance (GPA) is explained by acadgmicrastination,
academic self-efficacy, and academic motivation.

Table 3:Multiple regression analysis coefficients

Unstandardized Coefficients

B Std. Error t Sig.
Constant 1.312 0.209 6.288 0.000
AP 0.377 0.093 4.054 0.000
ASE -0.118 0.098 -1.202  0.230
AM 0.080 0.099 0.806 0.421

GPAL = Yo + Y1APi + Y2 ASEL + Y3 AMl + &
GPA; =1.312 + 0.377AP, —0.118 ASE; + 0.08 AM;

From the multiple regression analysis, it can beced that only academic
procrastination is a significant predictor of agadeperformance (p < 0.05);
and it explains 37% positive impact on academiégperance. Both academic
self-efficacy and academic motivation do not sigaitly impact on
academic performance. Academic self-efficacy hasegative impact on
academic performance (Davis, 2009).
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Conclusion

Quality education can be achieved by maintainingdamic performance
better, while complying with sustainable developtrgals. From the results,
it can be noticed academic procrastination sigaiifity and positively affect
academic performance (Kandemir Mehmet and Palamtinvkt, 2014). But
academic self-efficacy and academic motivatiomatesignificant predictors
of academic performance. By avoiding passive psirration, controlling

negative self-efficacy and keeping motivation in positive state,

undergraduates can achieve better academic perfoenalhen quality

education can be sustained within Sri Lankan usityecontext.
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Introduction

‘Human Capital'is considered a factor of producti(mg. Becker, 1964;
Shultz, 1961; Romer, 1986; Lucas, 1988), with etanahealth, training and
experience as key components (Becker, 1992). l@reyal contribution to
economic growth, however, shows a large variatmoss the range of human
capital indicators in uS¢Flabbi and Gatti, 2018). At the macro level, gbgb
indicators of human capital in terms of educatiod health tend to be based
on the entire population. Examples are: literaaynaracy and educational
attainment (World Economic Forum, 203%)and in Sri Lanka, (indices for)
adult literacy and gross enroliment in constructngroxy for education and
(an index of) life expectancy for health (Vijesanati and Vinayagathasan,
2015), and primary school enrollment (adjustedhfealth).

A recent approach targets the education and hetdtiis of theemployed

population in Sri Lanka (Sumaiya and Abayasekabaf on the grounds that
this group is directly involved with domestic pration. All these models,
however, yield ambiguous results for the relatigmdietween human capital
and economic growth for Sri Lanka. For instance, ¢ducation-economic
growth nexus is negative (Vijesandiran and Vinaglagsan, 2015) or positive
(Sumaiya and Abayasekara, 2016, Godagampala,'3028so, real capital

8 The authors gratefully acknowledge the invalualdssistance provided by S.
Sivarajasingham in model estimation, and suggestiyranonymous referees.

9 And on specific model used

0For a ‘capacity’ sub-index of human capital

11 Using education ‘adjusted for health’
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and recurrent expenditure on human capital showsgmificance for growth
in one case (Vijesandiran and Vinayagathasan, 20L5positive (for capital
expenditure) and negative (for recurrent expenéjttelationships in another
(Godagampala, 2018). The research gap is the lackreistent empirical
confirmation of the expected positive relationshgiween, on the one hand
the education and health components of human ¢aguité on the other hand,
economic growth for Sri Lanka. The research probigrtherefore whether
such positive relationships exist for Sri Lanka.

Objectives

The objectives of the study are to first constremiployment-based Human
Capital Indices for Sri Lanka and secondly, to stigate the existence of a
dynamic relationship between the constructed irgdared economic growth.

Methodology

To meet the first objective, annual employmenirg broken down separately
into four educational groups and five age-groupdedged by the Sri Lanka
Quarterly Labor Force Surv& Weights are then applied to these groups to
obtain ‘adjusted’ (weighted) employment separatetyeducation and health.
An ‘Education-Adjusted Employment Index’ (EAEI) afdealth-Adjusted
Employment Index’ (HAEI) are then constructed. Folae and calculations
areshown in Table 1.

A (composite) Human Capital Index (HCI) is also ided as HCI =
V(EAEI * HAEI). The indices differ from commonly used physicalicators
of education and health which apply to the entopydation irrespective of
their labor force status. Human capital, H is cqigalized as entering the
growth function through Y = f (K, H), where Y refeto an output measure
and K is physical capital.

12 Conducted by the Department of Census and Statisti
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Table 1. Construction of Human Capital Sub-Indices

Item Education Health

No. of groups Four Five?

Basis for Mean completed years of Life Expectancy at Birth for mean

weighting education, pfor groupj age,y, group j

Maximum | j=4 ‘Max’ (Highest Life Expectancy
among age groups)

Minimum j j=1 ‘Min’ (Lowest Life Expectancy
among age groups)

Weight, w yi | ya, where j=1-4 ¥/ Ymax, Where j=1-5

Sub-Index EAE| = YiwjEj—wiE HAEI® = Y3W/Ej~WminE

W4E—-W1E WmaxE—WminE

Notes:! Defined as ‘Grade 5 & below’, ‘Grade 6-10’, ‘GCEL®vel/NCGE’, GCE A
Level/HNCE & Above? Defined as '15-19’, '20-24’, '25-29’, ’30-39’, '48. Above *Wmax
and whnin refer to maximum and minimum weights, respectiyellgich are in turn derived

from the respective maximum and minimum y vallits.

To meet the second objective, viz. exploration oflymamic relationship
between economic growth and human capital, theoviatlg alternative
models are constructed:

LnGDPPC, = By + B1LnGCF, + B,HCI, + uy, (1)
LnGDPPC, = 8, + 8,LnGCF, + 8,EAEI, + 8sHAEL, + uy,  (2)

Ln GDPPC is the natural log of Gross Domestic Pcoger capita; Ln GCF
is the natural Log of Gross Capital Formation (¢ans(2010) US$); HCI,

EAEI and HAEI are the indices defined above; apdandu,, are the two

error terms. The study period is 1990-2016, wh&cHue to labor force data
being available annually (quarterly) only from 1988wards. Employment
data are obtained from the annual report of ther®thg Labor Force Survey
of the Department of Census & Statistics, Sri Lankad data for the
remaining variables, from the online database ofrlavdevelopment

Indicators (World Bank).

BNote that winE<Y w;E;<WmaE, s0 that 0 <EAEI< 1,0 <HAEI< 1, where s=4 or Slas
case is.
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Stationarity of the variables was tested using Aegied Dickey Fuller and
Philips Unit Root tests. Akaike Information Critemi was used as the model
selection criterion. Given the relatively small rgn of observations, the long
run equilibrium relationship between the variables estimated through the
Auto Regressive Distributed Lag (ARDL) Bounds Tegtapproach and the
ARDL Error Correction Model was used to identifgtshort run relationship
between variables. Diagnostic tests were conduttiecheck whether the
results are robust. The tests conducted are, J&esetest to check whether
the residuals are normally distributed, Lagrangadtidiier (LM) test to detect
serial correlation among residuals, Breusch-Pagadff@y test to detect
heteroscedasticity in the model, Ramsey RESETttesheck whether the
model is specified correctly, and the CumulativenS{CUSUM) test and
Cumulative Sum Squares (CUSUMSQ) test to checkttizlity of the model.

Results and Discussion

The behavior of the different indices over timengestigated and the EAEI
shows a clear upward movement, representing a shifthe employed

population towards higher education levels. Theifathe HAEI over some

years has to be interpreted as the outcome of tieieéorcing trends: the
(natural) slowing down of the rate of increasdafméxpectancy, the reduction
in differences in life expectancy across cohortg] ageing of the working
populatiot*. The movements of these two indices in turn ghe resulting

trend for the HCI, which shows little increase hg £nd of the period.

The two models were estimated separately. Afteficomg that the variables
are stationary at level or in the first differenaad that there is cointegration
among variables in the model (through the ARDL Htsutest), ARDL long
run and short run estimations were derived firkastyModel 1 and secondly
for Model 2. In Model 1, the HCI is not signifidanith GDP per capita both
in the long and the short run. But there is a $icgat and positive relationship
between Gross capital formation and GDP in botly lkam and short run.The
long run relationship derived from ARDL model estiions for Model 1 is
given below.

14 Over 50% of the employed are in the highest defage group of '40 and above’
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Ln GDPPC, = —7.334465 — 0.982607 HCI, + 0.671797 LnGCF,
(0.0000)  (0.2915) (0.0000)

The Error Correction Term showed that the modstable in the long run and
there is long run adjustment. GDP growth moves ba&gquilibrium path and
the disequilibrium error is corrected by 21.2 patosach year, following an
exogenous shock. However in Model 2, findings ¢atkd that both EAEI
and HAEI have a significant and positive relatidpshkith GDP in the long

run. The long run relationship derived from ARDL aeb estimations for

Model 2 is given below.

Ln GDPPC, = 7.1900 EAEI, + 1.1485HAEI, + 0.1666 LnGCF,
(0.0000) (0.0215) (0.0000)

It indicates that (better) health and education erelpositive contribution to
the country’s economic growth in the long run. Tigsconsistent with
expectations and differs from results of some otmedels and indices
referred to earlier. It also ‘validates’ the remetion of human capital in
terms of the education and health status of th&iwgmpopulation. However,
the lack of significance in the overall HCI needse investigated furth&y
and is different from the findings of the ‘healttijasted education index’ in
Godagampala (2018).

As per the Error Correction Model, in the short,rboth EAEI and HAEI
show a significant relationship with growth; butevbas the former shows a
positive relationship (except for lagged valuekg tatter shows anegative
relationship in its lags. This may reflect the deein HAEI over short periods
of time noted earlier. However gross capital fororain both long run and
short sun impact on GDP significantly and posityvel

The Error Correction Term showed that the modstable in the long run and
there is long run adjustment. GDP growth moves ba&quilibrium path and

the disequilibrium error is corrected by 33.1 patosach year, following an

exogenous shock. All the diagnostic tests provetl ttere are no diagnostic
errors in the two models and the results are robust

5 There is presumably an ‘interaction’ effect betaveducation and health, apart from its
separate effects.
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Conclusion

Human capital is seen to unambiguously increasetowe when represented
by the educational status of Sri Lanka’s employeputation over time, but
subject to short periods of decline in terms ohialth status as measured by
Life expectancy at Birth. Both indices however steopositive and significant
relationship with economic growth over the peridthis indicates that the
index formulation in the current model performstéethan some others. It
also suggests that raising the educational andhhsi@tus of the workforce is
a worthwhile goal for sustained economic growthwedwer, their combined
effect as measured by the geometric mean of the itwicces is not
significantly related to economic growth, and tliere needs further
investigation.
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Introduction

As of 2017, the Asian continent consists of 60%haf world’s population
(World Population Review, 2017) where the stockmfirants in Asia had
increased drastically from 40 million to a nearQ/réillion since 2005 (I0M,
2018). Interestingly, out of the top 20 migrant swies in 2015 in Asia, India
is ranked as the top contributor followed by Pakisind Bangladesh in fourth
and fifth places along with Afghanistan in the terglace (IOM, 2018)
signalling that South Asia contributes to the womigration flows
significantly in an era where the development ia 8outh Asian region is
acknowledged by the world bank (The World Bank,&0IThe purpose of
this paper is to understand which factors contaliotbilateral migration in
South Asia and to explore if there exist salientgras for migration flows for
developed and developing regions. Furthermore, thaper seeks to
understand why people migrate from South Asia ahdt\aspects of policies
would help sustain this wealth of human resourcésinvthe region.

Objectives

Evaluating the factors that encourage internatiamgtant flows in the South
Asian region - accordingly, main objectives areidentify and examine the
contributing factors for international migrant flewto rationalise high
outflows from the region and to prescribe polidiessustain the wealth of
human resources.
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Methodology

The methodology consists mainly of two analysesydiure review and a
guantitative analysis using cross-sectional regpasdata for South Asian
countries for the year 201 The Equation estimated (2), inspired by the
gravity model is based on a research conducteddyd®(2009) for 14 OECD
(Organization for Economic Co-operation and Develept) countries where
the bilateral emigration rate (ER) is identifiedths dependent variable with
log of per-worker Gross Domestic Product (pwgdptheflagged year (2016),
distance between the two countries (dist), contygigiontiguity=1 if a border
is shared), common language (comlang=1 if 9% orensirare the same
language), unemployment rate (unem), colony (catanifthe countries share
colonial linkages), border (border=1 if the coungyandlocked), log of share
of young population (logyoungpop) between ages 26f2he origin, relative
inequality of the origin country (GINI) are iden&él as independent variables.

logERje = B + Bologpwgdpje—1 + B1logpwgdp;e—1 + Brlogdist;; +
Bsborder;j + Bycomlang;j + Psunem;; + BeGINI;; + B;colony;; +

Bgcontiguity;; + Bologyoungpop;s_1 + Broimmigpol;, + &, (02)

A linear regression analysis is conducted usingr@rg Least Squares (OLS)
method’. The regression is estimated for different podiscountries to
capture the dynamism of determining factors for ratign outflows from
South Asian countries.

Results and Discussion

While the factors such as wages of the origin aguabd young population
are statistically insignificant within the globauttook, these determinants
vary highly according to economic capacities of tlestination country as
well as regional diversities.

16 | atest available dataset for bilateral migratitmwé in the world is the year 2017.

7 Robust estimates were generated to address the @$sheteroscedasticity where OLS
models are highly sensitive. Multicollinearity anditted variable biasedness was tested
through VIF and Ramsey RESET tests the resultsateld these issues are not visible within
the estimated model.
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The following Table of summarised results highlgghhow certain
determinants are statistically significant onlycertain parts of the world.

Table 1: Summary of the results

Determinants Western Countries Asia Middle East
Wages (Origin) Insignificant Insignificant Signiéint
Wages (Destination) Significant Significant Insigrant
Poverty Significant Insignificant Significant
Cultural factors Significant Significant Signifidan

A few interesting patterns of migrant flows surfagken the above table is
carefully analysed. Western countries are populgration destinations
because of its economic capacity and comparatiheijper wage rates.
However, the determinants vary according to spec#gions as well. By
inferring from regression results, it is eviderdttpoverty and lower wages in
the origin country are push factors as opposeddgoating to Asian countries.
Migration outflows for Asian countries are not irgd through poverty, but
because of aspirations for better livelihoods amding South Asians.
Interestingly, cultural factors such as common leagge and common colonial

linkages are significant across all groups of asialy
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World Western Asia Middle East
EQ 2 EQ 2 EQ2 EQ 2
Log Migration outflows
LogPWGDP_Origin -0.173 0.030 0.243 2.139
(0.247) (0.837) (0.287) (0.018)**
LogPWGDP_Dest 1.1567 -0.169 0.542 -0.483
(0.000)***  (0.000)*** (0.078)* (0.178)
Distance -0.000 0.001 -0.001 -0.0001
(0.000)*** (0.423) (0.000)*** (0.202)
Unemployment -0.194 -0.169 0.074 -0.029
(0.066)* (0.179) (0.63) (0.823)
LogYoungPop -1.732 -2.273 -1.438 0.491
(0.857) (0.002)** (0.214) (0.662)
Gini -0.009 -0.117 0.015 -0.252
(0.001)** (0.08)* (0.883) (0.082)*
contiguity 3.123 NA 1.525 NA
(0.000)*** (0.039)**
commonlang 2.4310 2.485 3.267 2.845
(0.000)***  (0.000)***  (0.000)*** (0.023)**
comcol 1.895 1.551 -0.281 0.704
(0.072)* (0.023)** (0.747) (0.73)
Imig_Policy -0.798 -1.036 0.197 -0.590
(0.022**) (0.005)** (0.845) (0.586)
_cons 6.706 1.717 9.127 0.171
(0.243) (0.756) (0.196) (0.982)
Number of Obs 332 218 60 39
F( 9, 322) 21.01 9 7.46 7.32
Prob > F 0.00 0.00 0.00 0.00
R-squared 0.352 0.264 0.4944 0.564

Note : *** ** * denote significance levels at 19%% and 10% respectively; p values

indicated in parenthesis

Conclusion

Wage expectations of the destination country candbatified as the key
determinant for migrants in the South Asia. Thisldobe an indication of
some economic drawbacks such as wage disparitiessasome occupations
in the region. Literature highlights the significanof acculturation and
personal adjustment. This is identified as a pradant factor in deciding
migration destinations where dummy variables cablimkages and common
languages are proven to be significant across el migration flows.
Economic disparities such as unemployment areidésdified as factors that
contribute to the outflow of migration from the r@g. The only exceptions
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are Pakistan and Nepal where dynamics and variaifothe impact too
differentiates between the two countriesoking through a wider lens on the
findings, we can identify that people migrate mgiekpecting higher wages
and for better livelihoods; a harder task to attamle living in the South
Asian region. Therefore, the economic inequalitied inefficiencies should
be given more weight in order to make use of thmdmuresource we have as
the “comparative advantage” in the South Asianaegi
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Introduction

Education is a primary component of ‘human capftala key factor of
production (Becker 1992, 1964; Romer, 1986; Lucd388). Physical
indicators of education are either ‘input-based’jrayears of schooling and
enrollment ratios, or ‘outcome-based’ as in litgraate and ‘Learning-
Adjusted Years of Schooling’ (World Bank, 2019).

A recent approach (Sumaiya and Abayasekara, 20a6yapperuma, 2018)
measures the human capital of tmployed populatidfl for Sri Lanka
through an ‘Education-adjusted Employment IndexAH, to account for
the changing composition of education over timee Thmputed index does
not cover the unemployed and those outside ther l&drae; nor does it
differentiate between gendéts It has also not been ‘validated’ as an
alternative indicator to others in use. The redeapcoblem therefore
constitutes the following questions: How does titek and its rate of change
compare among males and females, employed and Umgsdp and those
within and outside the labor force in Sri Lankagdaloes public expenditure
on human capital have an impact on education-bdsadan capital
accumulation as measured by the index?.

18 Other aspects of human capital being health,itrgiand experience

9 This approach fits the concept of ‘deployed ‘ hamapital (WEF, 2017).

20 significant gender-wise differences exist in theerat unemployment as well as labor force
participation in Sri Lanka (e.g. Gunewardena, 2015)
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Objectives

The objectives of the study were to compute a nducktion-Adjusted Index
(EAI) in line with data and methodological consia#ns; to identify trends
in the index by gender for the employed, the uneygal, and those outside
the labor force; and to draw policy implicationsoabthe effectiveness of
government expenditure on human capital in augmgnéiducation-based
human capital within the labor force.

Methodology

The first objective was met by applying the post2Gurvey definition of
‘working age population’ to the entire sef£4993-2017, and by deriving the
index using a different weighting system for edigatevels. The second
objective was met by computing the index separdaglgender across all sub-
populations specified above. The third objectives weet by conducting a time
series analysis, regressing the index values (E@xhputed for the labor force
for each year on government real expenditure ocatdn as a percentage of
real GDP (EEGDP), government real expenditure ohlipthealth as a
percentage of real GDP (HEGDP), and on per capetb@DP (GDPPC). The
model was specified as follows.

EAI, = B, + B,EEGDP, + B, HEGDP, + f; LGDPPC, + ¢, (1)

All data for index calculations were obtained frtme Annual Reports of the
Quarterly Labor Force Survey of the Department eh€ilis & Statistics for
the period 1990-2017. Other data used in estimattere obtained from
Annual Reports of the Central Bank, Sri Lanka fbe tsame period.
Augmented Dickey Fuller and Philips Perron unitttests were used to check
whether the variables were stationary. Due toith#édd sample period, Auto
Regressive Distributed Lag (ARDL) Bounds Testingrapch was used to
study the long run equilibrium relationship betweemiables. ARDL Error
Correction Model was estimated to study the shamtrelationship between
variables. Akaike Information criterion was used the model selection

21 Replacing the previous definition of ‘10 & abowg/ '15 & above’ required estimating new
percentages for the relevant population groupbalteid to each education level. Data for those
outside the labor force is available only from 2008
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criterion. The level of significance consideredtlive analysis is 5 percent.
Diagnostic Tests were conducted to check whetherrésults are robust
(Jarque-Bera test, Lagrange Multiplier — LM testeusch-Pagan-Godfrey
test, Ramsey RESET test, Cumulative Sum - CUSUMaed Cumulative
Sum Squares - CUSUMSQ test).

Results and Discussion

While all indices showed improvement over the poquestion, the relative
performance of the gender categories is outlinéalbe

Table 1. Summary of Index Performance — Average:®all993-2017

| Gender Female Male
Category | EAIAv. SD. CV (%) EAIAv. SD. CV (%)
Employed 0.49 0.05 10.3 0.46 0.03 6.5
Unemployed 0.70 0.04 6.0 0.60 0.04 7.0
Working Age Pop. 0.49 0.03 5.3 0.48 0.02 49
Not in Labor Force 0.46 0.02 5.2 0.45 0.04 8.8

Note: S.D. refers to Standard Deviation, and C\Co&fficient of Variation

Source: Authors’ calculations based on data froenQliarterly Labor Force Survey reports,
Department of Census & Statistics, Sri Lanka

An index value indicates the proportion covered of the hypotlattigap
betweenminimumandmaximumhuman capital (education) for a given sub-
population. The values are therefore not stricitynparable across sub-
populations, except to indicate the success in inged¢heir own ‘gap’. For
both females and males, the index was highest ari@migunemployed but
relatively low for those ‘not in the labor forceds illustrated in Table 1 by
their mean values over the period. This implies thsing the human capital
of the workforce is more a matter of reducing uniEyiment rather than
increasing labor force participation. The femaldentauman capital gap is
highest among the unemployed, so that reducing leem@employment in
particular would contribute more to the above goie observed changes in
the index suggest that reducing the rate of femaganployment and creating
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job opportunities for those with higher educatiogq@dlifications would speed
up the rate of human capital accumulation in thekfooce.

In estimating a dynamic relationship, correlatiorlgsis showed significant
negative correlation between government expenditureeducation (GDP
ratio) and the Education-Adjusted Index for the &vaborce. This does not
necessarily mean that government expenditure onatidn leads to lower
education based human capital; the regression sisalgshowed that
government expenditure on education as a percemtdgéDP has no
significant impact on the accumulation of humanitedthrough education)
either in the long run or short run. In contrasty papita real GDP and
government spending on health have a significargitipe impact on
education-based human capital. According to th@rBCorrection model
results, there is no significant relationship betweariables in the short run.
The Error Correction term which is negative andchgigant, shows that the
model is stable in the long run and there is langadjustment. GDP growth
moves back to equilibrium path and the disequilirierror is corrected by
82 percent each year, following an exogenous shiitkhe diagnostic tests
proved that there are no diagnostic errors andeth@ts are robust.

The reason for a negative correlation between gorent expenditure on
education and the Education-Adjusted (Human Cgpitatiex can be
explained as follows. Real expenditure on educa®m percentage of real
GDP has declined over the past. However, the im@sxincreased over time,
showing a gradual shift of the labor force from é&wo higher education
levels. The regression results indicate that gawert expenditure on
education has not contributed to this transitioante it is necessary to check
on the efficacy ofspecific expenditure items within educatidn The
significant positive impact of government spendamgpublic health to GDP
ratio and per capita real GDP on the index in treglrun shows that free
health services and economic growth greatly couteilbo the accumulation of
education-based human capital in the long runadh, improvement in health
and wellbeing does not have a contemporaneous,ldyged effect on

22 The rise in human capital is also consistent withimpact of unmeasured variables such
as private expenditure on education and an attiunieng people that educational
gualifications are necessary to get a better job.
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improvement in human capital. Thus, public expamdibn health is a way of
addressing human capital issues in the long run.

Conclusion

Human capital as measured by an Education Adjustkek indicates that its
average level in recent times has been higher arimengnemployed than the
employed, especially for females. Its rate of iaseehas tended to be higher
for females among those employed, and for malesgrtttose unemployed.
Accumulation of human capital in the workforce webubenefit from
movement of both females and males from unemployrteeemployment.
Income growth and public health expenditure havetrdouted to raising
education-based human capital (as measured byirtdex), but public
expenditure on education has not. These findingéyithat growth and public
health expenditure are important for human camtadumulation, but the
effectiveness of the components of public educatopenditure should be
examined.
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Introduction

Rubber is one of the prime agricultural export srdmat brings an exceptional
amount of foreign exchange and also provides swsiasocio-economic
benefits to the country. According to the AgalawaRubber Research
Institute’s (RRISL) statistical data, more than 68¥%the national rubber
production is significantly contributed by the shyalbber cultivators who
own less than 20 acres, and have provided a langder of direct and indirect
employment opportunities. Rubber production grewbib to 83.1 million
Kgs in 2017 from 79.1 million Kgs recorded in 20I®is growth in natural
rubber production was achieved amidst unfavouraather conditions,
particularly during the first half of the year whicesulted in severe floods in
traditional rubber areas. Among the major categafeubber produced, sheet
rubber production increased by 4.4% while crepéeulproduction decreased
by 23.3 % in 2017. On the other hand, the costroflgction of rubber has
been increasing over the years making rubber ptaduless attractive for the
smallholder sector.

Sri Lankan rubber growing areas are mainly locatetthe wet zone and the
top three growers in the rubber industry in thentou are identified as
Kegalle, Kalutara and Ratnhapura Districts. Kalutisdrict is well-known for
small rubber cultivation because its wet climate #emtile soil are favourable
to cultivate rubber and most of the cultivatorshe study area are engaged in
cultivating rubber by utilizing their traditionalnkwledge and techniques.
Technical innovation and more efficient use of emg technology are the
main strategies of achieving high level of outpLa small holder rubber sector
(Hoang and Coeli, 2009). However, in developingntaoas like Sri Lanka,
mostly new agricultural technologies have becomseigily successful in
improving the productivity.
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Objectives

The major objectives of the study are: to estintlagetechnical efficiency of
small rubber cultivators in Kalutara district; atml evaluate the effect of
demographic and farming characteristics on thenieahefficiency of rubber
milk (latex) production in the above district.

Methodology

Kalutara district was purposively selected to eaghe sample size for the
study which has 14 Divisional Secretariat (DS) sims in the district. Out of
14 divisions, 4 Divisional Secretariats - Agalawatflathugama, Bellana and
Wallavita - were taken as the study area and 23| sukder cultivators who
owned less than 20 acres were randomly selected these four divisions.
The study used a questionnaire to collect the agleinformation from 100
respondents, as well as conducting group discussiod interviews during
the end of 2018. The collected data were analyzeahgufrequency
distribution, Cobb — Douglas production functiondastochastic frontier
model. Frequency test was analyzed for demograptddarming characters,
and the Cobb — Douglas production function impdcatach input on rubber
milk was estimated in the study. The productiorction can be expressed as:

Where,In represents the natural logarithm and the subscdphotes thé"
cultivator in the samplé= 1,2, ...,n. Y; is the yield of rubber output/latex;
X, is Land Extent (in acres,, is labour cost (RsXs is fertilizer cost (RS);
andX, is tapping cost (Rsy;’s are thdid random erros with medin;) zero
and varianceg?. u;'s are non-negative random variables called asnfeah
efficiency effects which are assumed to be indepstigdistributed such that
u; is defined by truncation (at zero) of the normatribution with mear(y;)
and varianceg?2. In addition to that, to estimate the technicéitefncy scores
and its determinants among the small holder rulchédtivators, stochastic
frontier production function was also employedhe study. The stochastic
frontier production function can be shown as:

Y; = f(X;, BexpWimd)
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and it can be simply defined as:

U =09 +012Z1; + 022 + 032Z3; + 04Z4; + 05Z5; + OgZg; + 0727; + 0gZg;
+ 09z9; + W;
Where,Y; represents the output of th®& rubber farmX; is the vector of
different input used an@ shows a vector of unknown parameter to be
estimatedy;’ s andu;’ s are the same meaning as explained above.

u = Technical inefficiency

z, = Age z, = Gender z3 = Household size

z, = Education level  z;=Income z¢ = Farming experience
z, = Types of land zg = Types of labour zg = Credit accessibility
w; = Unobservable random variable

Results and Discussion

Table 1 shows the results of production functioos €obb-Douglas and
stochastic frontier model estimated by the Ordinagst Squares method and
Maximum Likelihood method respectively. Comparinge t production
elasticity between the two functions, all variabileere significant except
fertilizer in both models. Out of four inputs, thighest elasticity was land and
tapping costs in both functions; however compacetipping cost, elasticity
of rubber output with respect to labour was highestochastic function than
in Cobb- Douglas.

Table 1: Estimated results of production functions

Variables Coef. t - value Coef. t — value
Constant Bo 3.572 9.25 Bo 3.640 9.62

Ln land B1 0.669 10.42* B, 0.666 10.59*
Ln fertilizer B2 -0.008 -0.36 B2 -0.012 -0.53

Ln tapping Bs 0.329 5.99* Bs 0.327 6.07*
Lnlabour  fa 0.032 2.16** Ba 3.397 2.15**
Sigma squa. ¢? 0.050 5.01* c? 0.004 6.04*
Log- like. 124.77 128.56

Adjusted Rvalue = 0.998 F- Value = 6828.199 P -Wéat 0.000
Note: * and ** represent 1% and 5% significant lisv@spectively.
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In the stochastic frontier model, the highest &dgtwas for labour which is

3.39, implying that a 1% increase in labour costidancrease the production
of rubber by 3.39%. The sum of all production e&itst coefficients was more

than one in both models indicating that on averagber farms were operating
under increasing returns to scale. The technidiaiericy of the sampled rubber
cultivators ranged between 0.91 and 0.99 and tbeage technical efficiency
was found to be 0.96 percent which shows that nubliévation attained 96%

efficiency in the study area.

Table 2: Determinants of technical efficiency oblbvar farms

Variable Coefficient Standard error t —value
Constant 0.231 0.071 3.25
Gender 0.001 0.025 0.04
Age -0.007 0.001 -2.32%*
Secondary educat -0.027 0.031 -1.87
Higher education -0.020 0.032 -0.64
Family size 0.013 0.012 1.09
Farm experience -0.002 0.004 -2.86*
Types of land -0.028 0.046 -2.62*%*
Types of labour -0.028 0.027 -2.05%*
Credit -0.226 0.036 -3.62*
accessibility

Note: *and **represent 1% and 5% significant lewaspectively

The results of efficiency achieved by demographid &arming characteristics
are depicted in Table 2. According to that, ounofe explanatory variables
only five of them were significant determinants tethnical efficiency of
rubber, and others were insignificant. Coefficiehtage has a negative sign
revealing that increase in age of the cultivatarldaeduce the inefficiency in
the model. In other words, younger farmers are nlikedy to be technically
inefficient than older farmers and it is statisliiggignificant at 5% level. This
may happen due to their good managerial skills exyjerience which they
acquired over time. Therefore, the younger farnséasuld be encouraged to
work with older farmers in rubber cultivation whialmay help raise efficiency
in the future. Negative sign of the farming expece implies that, the
cultivators who have more experience in rubberiation could increase the
efficiency of rubber farms in the study.
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Type of land is significant at the 5% level implgithat cultivators who have
their own lands are more technically efficient thhe cultivators who have
rented or tenanted lands. This may be because cethpatenant cultivators,
own-land cultivators would be motivated to use watove production

techniques in their cultivation which may raisetiaehnical efficiency of rubber
farms. Further, the estimated coefficient of typésabour was negative and
significant at 5% level revealing that cultivateavho used more hired labours
in rubber farms were found to be technically eéfidi than those who used
family labour. Hence, the effect of hired labouhigher than family labour and,
since rubber tapping is a heavy labor intensiviviggtand latex extraction is a
skilled job, using skilled hired labour meaise rubber yields in the cultivation.

Frequency analysis also revealed that the majofitubber plantation owners
used hired labor for tapping of rubber in the ruaatas. Like the other
agricultural sector, family labour cannot simplygage in rubber farming,
because tapping experience, knowledge and skdisimportant to increase
rubber productivity. Tappers with experience, kredge and tapping skills are
different across hired and family labour and thospared to family workers,
hired workers have these aspects which would helgmce the technical
efficiency of rubber in the study. The coefficidat farmer’'s access to credit
was negative at the 1% level of significance impdyihat the use of credit could
decrease the inefficiency effect on rubber productt his finding suggests that
rubber cultivators who have credit facilities féess financial constraints which
oblige them to use the inputs in the optimal way.

Conclusion

This study evaluates technical efficiency andnffuencing factors on rubber
farms using a Cobb- Douglas production function stedhastic frontier model
with data obtained from a survey conducted amonglldmolder rubber
cultivators during October to December, 2018. Theihgs of the study proved
that all estimated parameters in both models hgwifgiantly influenced the
rubber farms in the study area except fertilizestc®&um of the elasticity
coefficients being greater than one reflects rulohéivation being operated at
increasing returns to scale. The policy implicatminthe study is that, on
average the sampled rubber cultivation farms helnieal efficiency at 0.96
which showed that rubber cultivators could incregseutput by about 4% at
the given inputs. Significant determinants of eéicy of rubber cultivation
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were age, farming experience, type of land, ane tgplabour and credit
accessibility while gender, both primary and seeopdducation levels and
farm size were insignificant in the model. Thiadst recommends that the
government should give more education about rubbkivation by training
including tapping trees and managing rubber farspgeally for family labour
for tapping that can be applied in farming to erdgamroductivity and
efficiency in the future.
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Introduction

Quantifying crop damage has a fundamental roleeterdthining loss yet does
not provide a complete or accurate representatfothe® impact of crop
damage by animals on affected communities (Webloer Hill, 2014).
Although there are various programmes to increasa food production such
as ‘Waga lanka waga sangramaya’, it is necessdak&immediate action to
save crops from the threats of wild animals. Soep®rts reveal that nearly
one third of crops is eaten or destroyed by aninddtiough this has become
a national issue, sadly there have not been mardiest on this issue to
identify the gravity of the issue and to come ughwpossible solutions.
Nonetheless this issue is now being discussed taina level on various
platforms and the necessity to carrying out a studthis has been identified.
Meegahena North Grama Niladari division is one dbisfision in Galagedara
Divisional Secretariat area which has been subjectéhreats of wild animals
on crops for the last decade or so, and is seldatddis study.

Objectives

Objective of this study is to identify the interysaf wild animal threat on crops
and to find out a sustainable solution to overcome issue with the
participation of the affected community.

Methodology

The study was done in two stages; a participat@ly assessment group
discussion followed by a survey. Initially the gpodiscussion was conducted
with the participation of a group of 60 villagensiuding farmershousewives
and relevant government officials assigned to Grhiitedari divisions.
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Participatory Rural Appraisal techniques & toolgls@as brain storming, pair wise

ranking, risk mapping, group discussions, and fedugroup discussions were

adopted to gather data. The pair wise rankingwdth is used to compare a set of
issues and find out which is the most importargddicipants, was used to rank the
most problematic animal species based on the $gypased by each animal species
as stated by the participating villagers. To comevith solutions to overcome threats
posed by wild animals on crops, attributes of qurpractices adopted by villagers

to overcome this issue, other available practice$ proposed new practices to
overcome this issue were identified and thorouglidgussed with the villagers. As

the next step, a kind of choice experiment studg dane again using pair wise

ranking method to identify the best solution to r@eene the issue. Subsequently a
door to door survey was conducted with two seguafstionnaires by the Economic
Development Officers of the Galagedra division@retariat.

All the survey participants were instructed toegav rough estimate of annual crop
damages incurred due to wild animals and the anexgécted yield of the crop

species mainly in their home gardens. Based orirtfogsmation the annual amount

of damages were estimated and based on curremtggverarket prices, the values of
the crop damages were estimated.

Results and Discussion

As per the results of the study, people considenkdy as the most deleterious
animal that bring the most damages to their crolipwed by Giant Squirrel, Wild
Boar, Porcupine, Peacock and Wild Giant Rat respdgt The pair wise ranking
methodology was adopted to evaluate the most deleseanimal, comparing each
animal with another. Thus the participants wereedsto state the animal most
destructive, in terms of the damages done to chopample comprising of 60
villagers was asked to state the more deleterinumad among two animals at a time
during the comparison.

The more deleterious animal among the two in eathparison was selected based
on majority’s view. The pair wise ranking matrix svarepared as abovaating
which animal is more deleterious among a pair liygihe respective number given
to the particular animal along with the percentafjsample members who stated it
as the more deleterious animal among two.

117



Peradeniya International Economics Research Sympo&019

Table 1: Most threatening animals on cromages

Giant Squirrel | Peacock | Wild Boar | Wild Giant | Porcupine
=2 =3 =4 Rat=5 =6

Rank

6 (92%)

Wild Giant Rat= 5

Monkey = 1 1 (100%) 1 (100%) | 1 (100%) | 1 (100%) | 1 (100%) 1
Giant Squirrel = 2 2 100%) | 2 (58%) 2 (100%) | 2 (83%) 2
Peacock = 3 4 (100%) 3 (67%) 6 (63%) 5
wild Boar = 4 4 (100%) | 4 (100%) 3
6
4

Porcupine =6

N| o w| ~| »| ;1| Score

Table 2Most effective ways to protect crops from Wild Arals
Note: H-High M-Medium D-Difficult V- Very Hih

Attributes Method -g @ Q o x
— — O o 9 © € o
% o Ry L339 0 8 5 o 5]
S |EQEEEL S22 435 | ° ©
H | M M Air Rifle =1 1(83%) | 4 (63%) 2 2
H |D H Shot Gun =2 2 (55%) 1 3
L |D H Poisoning = 3 0 4
M | M \% Solar/Bio fence = 3 1
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Based on the data collected from the participaa@sh animal has been ranked
from 1 to 6 based on the severity of the crop damagaused. Thus the
animals ranked no.1 monkey and no.6 porcupine, waregnized to be the
most and the least deleterious animals respectiddtiybutes of each solution
was discussed and explained to the participantiseofame sample and they
were asked to state which solution is more effectihhen comparing two
solutions at a time. As in the above evaluatiom p&e ranking method was
used to evaluate the best solution.

Table 3: Amount of losses as stated by affecteglpeo
Estimated Estimated Percentage Average Total

No of annual annual damage unit Value
Crop trees yield damage price Rs. Mn
Coconut 1124 115975 63672 35 % 50.00 3.18
Mango 61 14850 11375 43% 30.00 0.34
Plantains 267 8460 4635 35% 100.00 0.46
Jack Fruit 45 1320 760 36% 200.00 0.15
Butter fruit 14 2300 1375 37% 30.00 0.04
Rambutan 148 39360 19900 34% 5.00 0.10
Papaya 53 1640 112¢ 41% 50.00 0.11
Pineapple 300 300 280 48% 100.00  0.03
Cashew Nuts 8 50 20 23% 400.00  0.01
Cassava 280 1000 700 41% 50.00 0.03
Average  37% Total 4.34
Loss

In order to obtain the most effective solution tggpants were made aware of
the attributes of each solution and were requicedame out with the best
option by comparing each solution with another,ithyg pair wise ranking
method. Setting up a Solar powered fence was résegias the most effective
way to protect their crop from animals such as v, porcupine. Yet it
was discussed that Monkeys and Giant squirrele@pable of avoiding the
fence by leaping from one tree to another. Thudwaisn was proposed as to
cut off the branches of trees or to cut the trgeglon one side of the fence if
required, in order to hinder their access acrosdehce. As this would keep
the animals closed in the forest and considerirgy rtcessity to have an
ecological balance, a bio fence, a fence built ugh Wuit baring trees was
proposed parallel to the solar power fence onidee af the forest. As per the
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data gathered from the door to door survey, anmpall % of home garden
crops, worth Rupees 4.34 million is damaged by waildnals in Meegahena
Granma Niladari division. In terms of economic \&lthe biggest damage is
done to coconut, worth about Rs. 3.18 million atiguafollowed by
Pineapple, (Rs. 0.46 Mn.) and Mango (Rs. 0.34 Mn.Jerms of monetary
value, nearly 73 % of total economic loss was duthé damages caused to
coconut.

Conclusion

This survey revealed that on average annually 37%taps worth Rs. 4.34
million is damaged by wild animals in Meegahahemnan@ Niladari division.
There are 14,023 Grama Niladari divisions in Smkaand according to the
economic survey done by the Department of CensdsSaatistics in 2014,
crop cultivation is practiced in 11,308 Grama Naedlivisions. If the crop
damage by wild animals calculated based on theeabtatistics happens in
those Grama Niladari divisions as well, then theslaould be around Rs 50
billion per annum. Therefore further study on thésue is necessary.
Constructing a solar powered electric fence sumog the village is
recommended and clearing of trees or brancheses$ ton one side of the
fence is needed to obstruct the crossing of anifmaits one side to the other.
Along with the electric fence, a bio fence compitisé fruit bearing trees
towards the jungle is required to maintain the bieity and to prevent
animals from reaching the village in search of foddaking artificial water
holes inside the forest is recommended to lesseissue further.
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Introduction

The United Nations (UN) Development Programme set seventeen

sustainable development goals (SDGs) to be achibyethe UN member

countries in 2030. One such goal, SDG 8 is abocgmtevork and economic
growth, where the agriculture sector can play eewidle for economic growth
by reducing unemployment in the country. Worldwigarious factors can

adversely affect many occupations, especially witifiavorable effects on
those engaged therein. Previous researchers hawadhat natural disasters
cause impacts in terms of income volatility, paridcly negative income

shocks regardless of the cause whereas risks liaseholds in developing
countries to lower their expenditure on health addcation. Mottaleb et al.
(2013) identified natural disasters impacting onudehold income and
expenditure volatilities in Bangladesh as well.

Ministry of Disaster Management (DM) in Sri Lankdentifies flood and
drought as the major types of natural disasterectffy Sri Lanka
(Karunarathna and Athukorala, 2018). Neverthelésgnami has also been a
major issue in the recent past. Its likelihood ofwrence is rather small, but
it causes high damage. Ancient Sri Lanka was a tcpuwith self-
sufficiency. Currently, an open market economy,L&mka’s dependency is
higher on imports, partly due to insufficient lopabduction. In addition, over
the years cultivation has declined due to variemasons. The International
Trade Administration (2018) states that in Sri Langver 25% are employed
in the agricultural sector, which contributes 6.9 t& Gross Domestic
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Production (GDP). This indicates the magnituderyf adverse impacts to the
agricultural sector. In Malaysia, Hein (2019) dissed the response to
extreme disasters and climate change when the moesit intervenes to
mitigate same and spread awareness of climate ebkamtpwever, in Sri
Lanka no long term plan is in place to mitigateableast minimize the effects
of natural disasters, which can lead to inequalitre the population. The
findings/results of this study can assist Sri Lattkanitiate policies to reduce
inequality among farmers, and thereby improve arstasn the agricultural
practices in Sri Lanka; and thus to achieve SDG 8ed out by the UN.

Objective

To investigate the socioeconomic and demographacacieristics of paddy
and other seasonal crop farmer households affégtedtural disasters in Sri
Lanka.

Methodology

This study ascertains the number of natural diss$éemer households have
encountered, and socioeconomic and demographiadeaistics such as age,
gender, religion, marital status among other fagtovhich vary between
affected and non-affected paddy and other seasooplfarmers. Pearson’s
Chi-square test identifies significant relationshgamong variables, if any.
STATA 12 software analyzes secondary data colle®edrson’s Chi-square
formula is:

=Y (Oi;f?i)z

O = Observed (actual) value

E = Expected value
Data is obtained for Sri Lanka from the Househaolcbme and Expenditure
Survey (HIES) 2016.

Results and Discussion

Highest share of farmers with 13.64% for paddy atfeér seasonal crops are
observed in the Kurunegala district and least aton/72% from the
Kilinochchi district; the highest percentage of ga@nd other seasonal crop
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farmers affected by natural disasters are in theiKegala district with 18.74
% and the least affected 0.2 % in the Colomboidistr

Table 1: Demographic characteristics of paddy ahdrdarmers

Comparison Non-affected (%) Affected (%) Total (%)

Sector *

Urban 94.38 5.62 100

Rural 87.42 12.58 100

Estate 97.1 2.9 100
Ethnicity

Sinhala 87.87 12.13 100

Sri Lankan Tamil 87.24 12.76 100

Other 89.43 10.57 100
Religion

Buddhist 87.92 12.08 100

Hindu 89.57 10.43 100

Islam 82.05 17.95 100

Roman Catholic 84.96 15.04 100
Marital Status

Never Married 87.77 12.23 100

Married 87.74 12.26 100

Widowed 89.57 10.43 100

Separated/Divorced 88.89 11.11 100
Average 87.89 12.11 100

Note: * Differences are statistically significartitoe= 0.01 levels Pearson’s Chi-Square.

Percentage of farmers affected in main categoned ss flood, drought,
landslide, wild animal attack, wind affected, otheatural disasters and
different combinations of these aspects are rabtiigher in the country.
Most farmers face wild animal attacks. Animals entgfarm land in search
of food being warded off by farmers lead to conflijcand hence victimize
farmers. In addition, same farmer would have bdtacted by two or three
disasters; observations are less but occur couitteywable 1 demonstrates
demographic characteristics of paddy and otheiosedsrop farmers between
affected and non-affected farmers. Pearson’s Chafgindicates that there
is a significant difference between affected ana-affected farmers based on
sector wise distribution. In addition to that, ethgeneral demographic
characteristics are provided in Table 1 too, batdignificance of association
among affected and non-affected among the variaisldess. Ethnicity,
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religion and marital states wise comparison betwienaffected and non-
affected is much more similar.

Conclusion

Between affected and non-affected groups related demographic
characteristics, there is no significant assoamdtedationship among
variables. However, sector wise an association&ioaship exists among
these two parties. Government of Sri Lanka candamuuplifting farmers to
increase economic growth in the county and ach&v€&s as set out by the
UN. Policy makers need to initiate action to mitegesks and disasters caused
by animals, as it is the major threat faced by &asn
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Introduction

The Government of Sri Lanka has introduced a nundfepolicies and
programs to increase paddy production since indigrere (Athukorala,
2016). Paddy cultivation provides livelihood oppmities for more than 1.8
million farmers in the country. Successive governta&ave provided support
to stimulate paddy production by way of large s¢algation schemes, land
development and settlement schemes, free provigfoirrigation water,
fertilizer subsidies and guaranteed prices. Thee@owent of Sri Lanka has
been subsidizing fertilizer for more than five dées. The main objectives of
the subsidy scheme is to make fertilizer availasdecheaply as possible in
order to encourage its wider use; and thereby aseragriculture productivity,
achieve national self-sufficiency in rice and supploe livelihoods of paddy
farmers. A subsidy scheme for the fertilizers rjao (N), phosphorus (P), and
potassium (K) was intiated since 1962-89 for paddiivation. The new
political regime which came into the power in 20i&s introduced a major
change to the fertilizer subsidy programme, bytsigffrom the material
fertilizer subsidy programme to a cash transfegmmme.

In developed countries, it is generally agreed fhetilizer demand is cost
inelastic. This may be due to the lack of an ecdn@ubstitute for chemical
fertilizer. Generally, in less developed countribe demand for fertilizer is
thought to be more elastic under the assumptioeadfily available substitutes
such as manure and other organic materials.
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Ekanayake (2006) investigated the impact of thelifer subsidy on paddy
cultivation in Sri Lanka and concluded that feri subsidy is not a key
determinant of the use of fertilizer in paddy awdtion. Ramli et. al. (2012)
investigated the impact of fertilizer subsidy onlMeia Paddy/Rice Industry
using a System Dynamics Approach. Result indicttas fertilizer subsidy
does significantly impact the paddy and rice indudRodrigo et al. (2015)
found that mechanization prevents overuse of iegtiland a seed paddy
subsidy will ensure self-sufficiency in rice protioa. However, the subsidy
scheme has become a politically sensitive issu8rinLanka because the
majority voters are rural farmers (Thenuwara, 200@grahewa et al., 2010,
Jayne & Rashid, 2013). In this context, a clearausinding about the factors
that determine the demand for fertilizer is necgssa evaluating the
effectiveness of the fertilizer subsidy scheme snpnted by the government
of Sri Lanka. However to estimate the cost recongtevel of output for
paddy, an analysis of government expenditure dilier subsidy on paddy
production in Sri Lanka has not been investigated this study focuses on
this issue.

Objectives

The main objective of this study is to estimatertteximum tolerable level of
output of paddy if we save the money without giviegtlizer subsidy. It
shows the effectiveness of the fertilizer subsidpgpamme on paddy
production in Sri Lanka. The calculation is dondemfestimating cost
recovering levels of output for paddy if fertilizenbsidies are removed in the
country. It gives the maximum tolerable level ofigg yield without fertilizer
subsidies in the country.

Methodology

Secondary data was used to analyze the resuhis sfidy covering the period
2014-2018. To analyze the effectiveness of fediligubsidy on paddy, the
study used total paddy production (Metric Tons)lugaof total yields
(Rs/million) and fertilizer subsidy expenditure (Rdlion), and measured by
the following formula:

Y = (X; * (2,/100)) * B

Calculate untilY > S;
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Where, Y is value of paddyith deduction ratioX; is annual total paddy
production (in MT);Z; are deduction ratios is annual price of paddy
(Rs/Kg); and Sis Fertilizer Subsidy Expenditure (Rs/million). & data was
collected from many sources: total paddy producfram Department of
Census and Statistics, annual price of paddy (Rs#fg fertilizer subsidy
expenditures from Sri Lanka budget reports, ands&ioomestic Product
(GDP) from Annual Reports of the Central Bank dfl%mka.

Results and Discussion

Table 1 shows total paddy production from 2009Q@&@&in Sri Lanka. The
paddy production shows fluctuations as shown irufeigl. The fertilizer

subsidy is the one of the main factors for the gamdduction. The total paddy
production in Sri Lanka has shown an increase bigtory. But according to
Figure 1 two major decreases could seen in 201428ad. Over the years
fertilizer subsidy expenditure schemes have beesngdd according to
changes in government (Figure 2). Therefore theuanof allocation for

fertilizer from the annual budget has fluctuated.

Scatterplot of Total paddy production vs Year Scatterplot of Fertilizer subsidy Expenditure vs Year
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Figure 1: Total paddy production Figure 2talsubsidy amount

From 2009 to 2018 fertilizer subsidy expendituregeercentage of the total
value of paddy production and GDP are reportechibld 1. In 2017 fertilizer
expenditure accounted for 36.13% of the total valugaddy production. It is
the highest percentage value during the given gesfdime and the lowest
percentage is 9.48 % in 2013. In 2009 fertilizependiture was 0.62% of
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GDP, which is the highest value among the consttigears. The lowest value
is 0.21% in 2013.

Table 1: Total paddy production, its value andiliedr subsidy expenditure

Total value of paddy Fertilizer subsidy

Total paddy ; !
Year . ) roduction expenditure

production (000MT) (pRs/miIIion) (RE/miIIion)
2009 4,336 195,120 30,000
2010 4,528 203,760 30,000
2011 3,970 178,650 30,000
2012 4,353 195,885 36,456
2013 4,620 207,900 19,706
2014 3,381 152,145 31,802
2015 4,819 216,855 35,000
2016 4,420 198,900 37,500
2017 2,383 107,235 38,750
2018 3,930 157,200 40,000

Source: Central bank

We next estimated the maximum ‘tolerable’ levelpafldy output which is
similar to the cost of subsidies. These estimat@nesreported in Table 2.
According to the analysis (Table 2) in 2014 fex@h subsidy expenditure met
79 % deduction from the total paddy production.tThaans with 21% of the
total paddy production in Sri Lanka, the governmeant sufficiently cover
their fertilizer subsidy expenditure. When 83 %ulddd from the total paddy
production in 2015 the Sri Lankan government cocdary out the total
expenditure of the fertilizer subsidy; i.e. with % of total paddy production
the government could cover the financial requiretradrthe total fertilizer
subsidy expenditurddeduction of 81% from total paddy production in.g0
is sufficient for the government to fulfill theirxpenditure on the fertilizer
subsidy scheme; or 19 % of total paddy productionld provide the
expenditure requirement of the total fertilizer sidly.
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Table 2: Fertilizer Subsidy Expenditure as a paamgn of total value of
Paddy production and GDP
Fertilizer subsidy expenditure

Year as percentage of total value of
paddy production (%)

Fertilizer subsidy expenditure as
percentage of GDP (%)

2009 15.37 0.62
2010 14.72 0.53
2011 16.79 0.42
2012 18.61 0.42
2013 9.48 0.21
2014 20.90 0.31
2015 16.14 0.32
2016 18.85 0.31
2017 36.13 0.29
2018 25.44 0.28

In 2017 there was a considerable fluctuation inoraif reaching the
expenditure of fertilizer. It took a deduction oft 8 from total paddy
production to reach the required fertilizer subskpenditure. In 2018, the
requirement of the fertilizer subsidy was achielgdeducing 74 % from total
paddy production; in other words 26 % of total padcbduction has satisfied
the requirement of covering total fertilizer expeace.

Conclusion

In 2014 maximum tolerable level of the gain for théal fertilizer subsidy
expenditure is 21% from the total paddy productidhis implies that the
amount of maximum tolerable level of yields witle #tbsence of the fertilizer
subsidies in the country that year was 79 % oftole yield. Accordingly if
government does not provide the fertilizer subsidy, total saving is
approximately Rs. 32 billion which is similar toetivalue of 21 % of total
paddy production. This tolerable level of yield18 %, 36 % and 26 % in
2016, 2017, and 2018, respectively. It is eviddrat tthis level has been
significantly different in different years due tbanges in the subsidy amount
granted and total paddy yield in the country. Inaggal the amount of subsidy
granted is mainly determined by the land extentivated in each year.
Therefore, it is important to take into account tésults of this study in order
to identify the effectiveness of providing such @bsdy scheme. When
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considering the period from 2014 to 2018 the resuglearly show the
maximum levels of possible yield loss that could toderated if the
government remove fertilizers subsidies in the tguThis results can be
used to design necessary policies for the padadyif@y sector in Sri Lanka.

References
Athukorala, W. (2016). Identifying the role of aitural extension services
in improving technical efficiency in the Paddy fang sector in Sri

Lanka,Sri Lanka Journal of Economic Researd(2): 63-77

Ekanayake, H. (2009). The Impact of Fertilizer Sdfpsn Paddy Cultivation
in Sri Lanka.Staff Studies36(1): 73—-101.

Thenuwara, H. N. (2003). A policy rule for the libkzation of agriculture in
Sri Lanka.Staff Studies33(1): 1-13.

Weerahewa, J., Kodithuwakku S. S. & Ariyawardana2810). The fertilizer

subsidy programme in Sri Lanka, Case Study No @flhe Program:
Food policy for developing countries. Cornell Urrsigy, Ithaca, NY.

130



Extended Abstracts

Appendix
Table 3: Estimating tolerable level of output
2014 2015 2016 2017 2018
Value of Value of Value of Value of Value of

Deduction paddy with Deduction paddy with Deduction paddy with Deduction paddy with Deduction paddy with
deduct rates

ratio

ratio

deduct rates

ratio

deduct rates

ratio deduct rates  ratio deduct rates

(Rs/million) (Rs/million) (Rs/million) (Rs/million) (Rs/million)
10 136,930 10 195,169 10 179,010 10 96,511 10 801,14
20 106,5015 20 173,484 20 159,120 20 85,788 20 7605,
30 1,065,015 30 151,798 30 139,230 30 75,064 30 ,0200
40 91,287 40 130,113 40 119,340 40 64,341 40 94,320
50 76,072 50 108,427 50 994,500 50 53,617 50 78,600
60 60,858 60 86,742 60 79,560 60 42,894 60 62,880
70 45,643 70 65,056 70 59,670 63 39,677 70 47,160
78 33,472 80 43,371 79 41,769 64 38,605 74 40,872
79 31,950 83 36,865 80 39,780 65 37,532 75 39,300
80 30,429 84 34,697 81 37,791 80 31,440
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Introduction

Municipal solid waste (MSW) is a popular topic inamy countries.
Management of solid waste has become a broad $ubjeéoday’s world.
Industrial development can be considered a mapgsam for the increase of
solid waste generation in the form of polythenaspts, and various durable
disposals. Solid waste or municipal solid waste loardefined as materials
generated from the result of daily human activitreplaces like households,
public places and city streets, shops, offices fapgpitals. It can be further
defined as any unwanted material intentionally whroaway for disposal
(Karunarathna, 2015). Accordingly the managemeM$®¥V is defined as the
discipline associated with the control of generatistorage, collection,
transport or transfer, processing and disposablaf svaste materials in a way
that best addresses the range of public healthseceation, economic,
aesthetic, engineering and other environmentaliderations.

Techniques used to solve the MSW problem varias ftountry to country.
Developed countries use advanced techniques suetwding, reusing, etc.
Underdeveloped and developing countries apply @henping techniques.
However, dumping cannot be considered an apprepviety to solve the
MSW problem. During the last two decades, Europgaion legislation has
put increasing pressure on member countries taewelspecified recycling
targets for municipal household waste (Xiaoyun,301Sri Lanka still has a
very poor system of managing municipal solid wa@#SW). The most
common method of MSW disposal still remains to perodumping (Bandara,
2011).
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According to the provisions of the Local Governmekit, the Local
Authorities (LAS) in Sri Lanka are responsible foe collection and disposal
of waste generated by people within their terrésriNecessary provisions
have been made under sections 129, 130 and 13t dunicipal Council
Ordinance; sections 118, 119 and 120 of the Urbam€il Ordinance; and
sections 93 and 94 of the Pradeshiya Sabha ActN&tienal Environmental
Act (NEA) of 1980 which was subsequently amended988 provides the
necessary legislative framework for environmentatgction in the country.
The National Strategy for Solid Waste Manageme @MW M) put out by the
Ministry of Forestry and Environment in 2002 endogsthe need for
integrated solid waste management provides ovegaitlance for the
management of the country’s solid waste (Bandafd,1lp The Kandy
municipal area, which is highly urbanized, genexdtege amounts of solid
waste. This area consists of 28.53kof land. According to a 2012 survey,
there are102, 500 permanent residencies in theaackd00,000 people enter
the city daily for their requirements. The main MSWmping site is located
at Gohagoda.

Objective

The main objective of this study is to calculate tkequired contribution by
residences and other entities to ensure the prtopatment of solid waste
without being a burden to public funds of Kandy Mupal Council.

Methodology

The methodology of this study is based on surveg dallected by the Kandy
Municipal Council (KMC) Solid Waste Management Depeent from 2012
up to 2018. Based on the survey data, we calctliataverage monthly solid
waste generation at household level and for otheties. Then based on the
average generation of solid waste, we estimateatieeage contribution by
SWNM service receivers. To estimate contributiotadeas collected based on
budgetary expenses such as wages, maintenancestimgrnd purchases of
the Department and income generated through vameass of SWM are also
taken into consideration for the actual cost forNW

133



Peradeniya International Economics Research Sympog019

Results and Discussion

Solid waste generation and collection in KMC anessgparated into six zones
for ease of management. There are staff and res®atlocated to each area
under the Solid Waste Management Department of KMi&hle 1 below
shows average monthly solid waste generation.slfdegn calculated through
a survey conducted by KMC and using their availalalita assuming that the
rate of increase of solid waste generation is edia are considering the
generation of solid waste by households, busineasdsother institutions.
Therefore we have divided the generation of solate into two categories
as household and other institutions. Then we caledolid waste generation
according to the zone.

Table 1 Average monthly generation of solid waste

Solid waste Number of Solid waste
Number of generation Businesses and generation

households (Kg) other Institutions (Kg)
Zone 1A 1,412 63,087 3,067 2,194,074
Zone 1B 4,126 162,590 473 414,042
Zone 2 5,357 215,939 544 380,243
Zone 3 5,255 284,396 961 587,974
Zone 4 4,761 227,946 1,324 531,055
Zone 5 4,652 194,224 222 33,852

Note: Solid waste generation of businesses and otsiutions include hotels, shops, private
and government institutions, schools, hospitalsrafigious places.

Then based on average daily generation, we hawellasdd monthly solid
waste generation according to the zone by housednoddother institution
categories as indicated in Table 2. Total numbaobél waste tons per month
as well as the zone wise solid waste generatiobéas calculated in this table
for further analysis. There are several modes cbnime generation by solid
waste management such as Gully service chargegyelarpiyasa income,
refused rubbish charges, extra solid waste dispbsaies, income for sale of
plastic cubes, and income from selling compostevwiise the total calculated
income is Rs. 19,819,316.00 (Rs.19 million) and thiynaverage income is
Rs. 2,202,146 (Rs. 2 million).
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Table 2: Average monthly cost estimation for hdwedgs and other entities

Cost per household (Rs.)Cost per Business or other entity (Rs).

Zone 1A 302 4,840
Zone 1B 267 5,922
Zone 2 273 4,729
Zone 3 366 4,139
Zone 4 324 2,713
Zone 5 282 1,032

Note: These costs for the KMC or contribution by senrieeeivers are estimated using solid
waste collection data, cost of dumping them undesgnt rate and number of HHs/institutions
in each zone as well as the income generated leyaaneans.

Costs such as labor, machinery, advertising andnoamty activities are
incurred when implementing proper management afl sshste in Kandy
Municipal Council area. Those costs are taken iewasideration when
calculating the average monthly cost for solid wastinagement which is Rs.
38,788,194 (Rs. 38 million). Then, the net losssiolid waste management is
calculated by deducting average monthly income femerage monthly cost
which equals Rs. 36,586,048 (Rs. 36 million) pemtho After that, the
average cost per solid waste kilogram is calculétedividing the monthly
average loss by monthly average solid waste cadleend that is 5,408,137
kg (5.4 MT) which equals Rs.7 per kilogram. Monthbst for the household
unit and businesses and other institutions araulzaéd based on the average
percentages calculated for cost per householdandishown in Table 6.

Conclusion

Solid waste management incurs huge costs for aperahd maintenance of
facilities. A municipality’s solid waste expendieucan be analyzed most
simply by its average cost. Average Cost requinas the service be divided
by some metric, usually tons or number of househnits. There is a cost that
cannot be recovered from solid waste or solid wasteagement by KMC.

Therefore that net loss from solid waste managembith is Rs. 36,586,048
is covered by other tax revenue of the KMC. Theeefoshould be taxed as
environment tax from both households and businessdther institutions
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separately in this study. The institutions can tmher divided into hotels,
private and government institutions, shops, religiplaces, hospitals, etc.
Future studies could improve the analysis furthgr dstimating their
contribution according to the type and magnitudénsfitution. Though the
budget has allocated provisions for municipal selaste management, there
are an ineffective/inefficient implementations bétrules to get community
participation for solid waste management. Thereukhbe a mechanism to
influence community to reduce their waste by stgpoost with them for their
waste generation which will be more effective olidswaste reduction as well
as the management in future.
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Introduction

Poverty is one of the major challenges the worlde$a with massive
implications that hinder sustainable developmemtrévthan 4.3 billion people
out of the global population of 7.5 billion arepoverty, affected mostly from
causes which are preventable with low cost and grointerventions
(UNICEF, 2010). Statistics reported by the Departmef Census and
Statistics (DCS, 2016) indicates that 169,392 hioolsis and 843,913 persons
live in poverty in Sri Lanka. Furthermore, the meaonthly income was Rs.
62,237, while the mean monthly household expenglitom recreational
activities was only Rs.908 (2.5 % of total non-fagbenditure).

The literature has focused extensively on inconteexapenditure patterns and
recreational activities, and how it can affect ldweel of poverty. As stated by
Chacon-Araya and Crow (2015), since 1988, expermss®ciated with
recreational and leisure activities was slightlgthfor people in the lowest
and highest income quantiles. Heckman model anditPanalysis used by
Haqg, et al. (2018), pointed out that the probapildf the household
contribution for leisure and tourism increased wi#lvorable changes in
income, level of education and women's empowern&ntilarly, household
spending on tourism is influenced positively by thge of the head of
household and negatively by the number of childred adults in Pakistan.
However, even though there are numerous studietucted on poverty, there
is no significant study on recreational activiteesd their impact on poverty
in Sri Lanka. As such, this study addresses tlsisaieh gap, by highlighting
the significance of recreational activities withrdapth insights. The new
findings gathered from this research will be of iemse use to Government of
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Sri Lanka in formulating better policies for entrepeurs in the business
sector, who are one of the stakeholders in recneatactivities in the country.

Furthermore, this is an opportunity for all natibetakeholders to discover
untapped market segments. Thus, these insightsypoetant for investors in

the social sector including leisure and entertammadustries, covering

cultural and religious activities too.

Objective

The main purpose of this study is to measure thgaan of recreational
activities on poverty in Sri Lanka.

Methodology

Research suggests measurement of the probabilitgiong in the category of
poor or nonpoor based on different types of rempat activities of Sri
Lankan households. As such, this study is baseseoandary data gathered
through the DCS, with an annual sample of 21,756s8bolds representing
all 25 districts in the country. Studenmund (201@commends the main
probit model which is appropriate for this studyolsit model is a linear
probability model where the binary variable (departdl has two possibilities
such as being nonpoor or poor. It has a parameéreflects changes in the
probability of being poor to the changes in exptanavariables. This model
consists the binary dependent variable (Z), takielge 1 if the family unit is
poor® and 0 otherwise.

Z = Bo + B1MHH + 3,AHH + ;POlder + ,EHH + 3sMHH + cEMHH +
B,Urban + BgRural + B9Enter + 3;,Religious + 3;; Cultural +
B12Cultural + B43Recreational + u

The variable MHH is a dummy variable equal to thé# household is male
headed household, 0 for female headed househdiH @denotes the age of
the household head. POlder is a ratio of housem&chbers who are above
65 years old to the total household members. EHifesents the education
level of the household, MHH is the marital stattihe household and EMHH
denotes employee status. The variable Urban isvauvariable equal to 1

2 People who are living below the national povemgl{Rs. 4166 per month) are defined as
poor and the rest are as non-poor.
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if the household located in an urban area, 0 otiservwRural is a dummy
variable equal to 1 if the household located iuralrarea and O for others.
Enter (Entertainement), Religious, Cultural andrieational variables denote
the total real expenditure values.

Results and Discussion

The coefficient of types of recreational activitieveals that entertainment,
religious, recreational and cultural activities @awegative effects on being a
poor household and those recreational activitiessagnificantly associated
with poor households. The marginal effect showst tepending on
entertainment activities have a much higher prditglof being in a poor
household by 0.004 percentage in points comparedther recreational
activities. Moreover, spending on religious actestdemonstrates a lower
probability of being in a poor household by 0.00@centage in points
compared to other activities. Further, spendingemreational and cultural
activities exhibits equal probability of being inpaor household by 0.003
percentage points, respectively.

Table 1 reports the marginal effects of the esethaodel. Accordingly a 1%
increase in the education level of the househaddi likecreases the probability
of being in a poor household by 1.86 percent im{s0iAs can be seen from
the table, the highest proportion of poor (75.3%¢ lin the urban sector
compared to those living in the rural sector. Tihdicates that about 25% of
households in the urban sector and about 60% alffmouseholds are nonpoor.
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Table 1 Estimated results of the probit model

Variables Estimates Robust Marginal  effect

SE (in percentage)
Constant -0.9984 0.1368
Socio-demographic characteristics
Male_HH 0.05074 0.0522 0.0985
Age_HH -0.00198 0.0018 -0.0040
% Older(above 65) 0.03398 0.0642 0.0697
Education_HH -0.51250*** 0.0709 -1.8612
Marital Status_HH 0.20743*** 0.0532 0.3632
Employee Status HH -0.05085 0.0484 -0.1042
Location
Urban -0.57333*** 0.0945 -0.7528
Rural -0.17288*** 0.0735 -0.3941
Recreational Activities
Entertainment -0.00179*** 0.0002 -0.0036
Religious -0.00029** 0.0001 -0.0006
Cultural -0.00140*** 0.0004 -0.0028
Recreational -0.00137*** 0.0005 -0.0028
Number of observations = 21756
Pseudo R = 0.0889
Log likelihood = -2917.645

Note: *** significant at the 1% level, ** signifiaat at the 5% level.; HH — Head of Household

Conclusion

This study measures the impact of different tydesareational activities and
how socio-economic and demographic conditions oL&nkan households
influence country's poverty levels. The Probit nladentifies the nature of
relationship between the recreational activitiesl &&vel of poverty. The
findings of this study demonstrate that spendingemmeational activities are
significantly associated with nonpoor householdgcdkdingly, a strong
relationship exists between spending on recredtiactavities and nonpoor
households. Furthermore, households who are logated urban sector have
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a much higher probability of being poor comparethtuse living in the rural
sector. This study further confirms that educatma marital status of the
head of the household are significantly associatigd poverty alleviation.
Therefore, this research study provides the oppdyttio both investors and
policy makers (targeting the social sector inclgdeisure and entertainment
industries, covering cultural and religious actes), to further explore
nonpoor households and their impact on recreatiaacélities. Thus, it
contributes towards Sri Lanka's sustainable deveéoyt.
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Introduction

The main aim of this research is to study the gesmounting practices which
contribute to sustainable development of the gatmadustry. Green
accounting considers environmental costs in thewaing system, which is
neglected in the current accounting system. Thezetbe accounting system
should be revised taking environmental costs imaseration (Blowfield,
2013). The existing literature motivates the research.lugoh control,
sustainable development, projection, cost, estidhbfie in the environment,
product circulation, environmental-centered manag@nsystems are main
benefits one can get by using green accountingtipesc(Disanayake, not
dated) Reduction of power intake, renewable electricigguction of water
consumption, reduction of noise pollutants are savhethe sustainable
production techniques. Two of the main companieSrinLankan’s garment
industry, MAS Holdings (Pvt) Ltd and Brandix Lank&d were selected for
the study.

Objective
The main objective of this study is to identify fdilent types of green

accounting practices and sustainability activitidgch will optimise the use
of resources and affect the environment in a dgdi@neficial manner.
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Methodology

The sample of this study consists of two main camgsain the Sri Lankan
garment industry. In order to collect data, redears visited these two
companies and interviewed the management. Colledtdd about green
accounting practices were analyzed with the helpaficloud technique and
the data about sustainability activities were aradythrough content analysis.

Results and Discussion

MAS holdings (Pvt) ItdAfter analyzing the word cloud software, ‘Material’
‘Renewable energy’, ‘Biodiversity program’, ‘Wask#anagement Project’
and ‘Chemicals’ were identified as the main keyn®r The respondent said
that these practices are carried out in their itvgusnder the areas of water,
waste and energy which were identified as othenrkays from word cloud.

Energy —-The Company uses advanced technological toolgtcceewastage.
Furthermore, MAS is planning to expand the valueittger resources or raw
materials. MAS Holdings uses many different waysettuce energy intensity
such as Change from CFL bulbs to LED, Change fdrmaling machines
to water cooling machines. The building of Methligamade of glass, so the
company saves electricity on for lighting, and @ast obtains sunlight from
nature.

Chemical -As per the explanation of the respondent, chemwgaldd pollute
the environment; but MAS always attempts a standaethod instead of
releasing those hazardous chemicals to the envenothm

Wastage Methliya has decided on 0 % landfilling from thegbming itself.
The wastage of textiles is reduced through theauséthe rays from Holcim.
Although this incurs a high cost, they attemptéstdoy the textile wastage in
a sustainable manner.

Water- In MAS branches they implement Anaerobic and Asrobater
treatment plants and reuse water for gardeningaaasthing plates. They also
use sensor taps to avoid wastage.

Brandix Lanka:Wordcloud pointed out the words - water, energysteyand
emission. Those are the areas Brandix covers im gractice of Green
Accounting.
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Water -Recycling of water waste can be recognized as sengal water
management strategy of Brandix. Moreover, Brandiat made considerable
effort to implement the company’s processes taisths well as to reuse the
water. The water that cannot be reused is dirdotad on-site water treatment
plant. Furthermore, Brandix has also started toceotrate on rainwater
harvesting techniques and boost liter capacity @y hillion at the Apparel
Park of Brandix in India.

Energy - Energy can be defined as one of the important enmiental
concerns and Brandix gives considerable attenbaedulate the company’s
consumption level. The overall objective of Branidixo develop the intensity
parameters of the Group’s energy. In Sri LankanBpa has transferred to
biomass whenever it is possible, and ultimatelysuszal when there is an
inadequacy of a sustainable supply of biomass.tApman that, it is important
to mention that in India, there is a drive for aséiofuel resources in order
to meet their whole energy requirement. CurremlyBrandix, branches at
Koggala and Batticaloa generate sufficient solangyoto meet 10% of the
group annual energy consumption. In Batticaloa drdsrandix has installed
Sri Lanka’s largest roof top solar power system.

Energy -Basically the energy consumed by Brandix in they do day
operations incurs more than 90% of the compangsmnouse gas emissions.
That's why the company is dedicated to decreasesthission from their
operations. Brandix belives that this is the besy Yor them to contribute to
the global campaign in order to reduce the risksliofate change and global
warming.

Wastage -Brandix always focuses on the food and fabric wgestaf the
company. They seek to accomplish a zero wastaihe tandfill for the whole
company by 2020. They also ensure that 100% ofishbyenerated by the
company is discarded in this way.

Company AAs the sustainability activities in company A thHegve a long-
term ongoing project with Dedigama primary schdw & the safety and did
a tree planting programme. Company A renewed ttiedrospital at Alawwa
and made a garden there and did a planting progeat@ompany A continues
with a biodiversity project, analso continues sustainability activity. It produced
the Sri Lankan cricket jersey using needles, wigich made using polythene and
plastics, found at the beacMAS holdings conducted a biodiversity project.
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They have determined to grow the trees as at #ethey lived in 2017; ten
times of that in 2020 and 100 times in 2025.

Table 1: Sustainability activities

Company A Company B
* Projects for schools » Blood donation programme
* Projects at hospitals * Project for student
* Biodiversity project * Upgrading the water quality of
Kelani river

« Grow a forest and turn an
economic zone green

Company B Company B as pre sustainability activities, aréngdlood
donation and conducting a programme that giveslaana facilities like
giving books, required stationaries to the childoértheir associates. Also
company B is upgrading the water quality of KelRinier with the support of
government bodies like IOCM and provide water Watilities for remote
villages.

Conclusion

As per the exploration in most of the articless tlésearch was also the topic
“Environmental Management Accounting” and a feweavavailable under the
topic “Green Accounting”. Most of the articles etadted on Environmental
management accounting practicing in areas like nvageergy, material,
carbon. Those using green accounting practicesruhdse areas are - water
treatment plant, solar plants, rain water harvgdtchniques, biomass boilers
and furthermore. The researchers have focused ami@arment industries
and would like to recommend spreading the futuuelies towards the other
industries.
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Introduction

Rapid urbanization and changing income patternsl lem changes in
consumption patterns and life styles resultinghm generation of plastic and
polythene wastes which exceed the assimilationagpaf the environment
for natural decomposition. It is estimated thatwht60,000 tons of plastic
raw materials and products are imported and othti®30% has been exported
as finished products, with the remainder usederidbal market. In Sri Lanka,
dumping takes place of one million sachet packdts it with sauce, jam or
shampoo — and 20 million polythene bags and 15anillnch sheets landfill
per day (Dangalla, Chandrasena, Semasingha, & Angtea, 2013). The
Colombo municipal Council collects 700 tons of gagb on average per day
and 10 percent of this is polythene and plastictevasithough the share of
polythene and plastics in Municipal waste is ordgat 10 per cent of the total
solid waste, its environmental impact is much grediban the other waste
material. In 2025 annual imports of plastic wowddeh 430,000 metric tons
and out of that 310,000 metric tons would be coreitocally (Gunarathna,
2010). Also in 2025 the estimated recycling cayaeduld be around 220,000
tons with about 50,000 tons (23% of the wasted)ldvoot being recycled
Kokusai Kogyo, 2016).

Local Government Authorities in Sri Lanka are dtatily responsible for the
management of waste generated within their resgebibundaries. Most of
the post consumed plastic and polythene in locdhaailies becomes
Municipal waste component due to the limitationsopen dumping with
limited home land in urban and municipal areas. Titezature proposes
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recycling to minimize the negative externalitiegpobt-consumed plastic, and
policy makers have taken some action to enhancel#stic and polythene
recycling process in the country. However, moghefpost-consumed plastic
and polythene ends up with open dumping, landngllior open burning
causing with many negative externalities to theiremwnent. Further, local
recyclers also not much motivated to enhance tbychleg process due to a
very slim profit margin. Thus the present plasteste management system in
Sri Lanka is not sustainable. However, researcldected in this area to
explore sustainable plastic waste management irL&@ka is inadequate.
Therefore, this study aims to develop a proper mhdde plastic waste
management practices in Sri Lanka.

Objectives

The main objectives of this study are to develgpealictive model for waste
generation pattern, waste composition and wasteagegnent; and to
accurately estimate the existing post-consumedtiplasd polythene. In
addition this study is observes the existing betvavi pattern of waste
management practices and determinent factors whreh affect current
practices while examining how behavior change e fplace among Sri
Lankan consumers to ensure the disposal of plastet polythene waste
without harming the environment.

Methodology

In this study the term “Solid Waste” is definedremliquid material that no
longer has any value to the person who is resplenfabit. According to this
definition the materials still reflecting econonvialue are not considered as
waste. Especially reusable and recyclable matedalsot come under the
waste category. Further, in this study the 3R cptjde reduce, reuse, and
recycle, classified accrding their hierarchy lemelaste management options,
was employed. Waste management hierarchy is insttahin the concept of
sustainability and Integrated Solid Waste Managemhe hierarchy of
waste management principles has been set up aste wasvention
minimization, re-use, recycling, incineration ansipmsal (Kirkpatrick 1992).
At the top of the hierarchy stands waste minima@ats the most desirable
option.
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For this study, out of 235 local Authorities (23 Meipal Councils, 41 Urban
Councils and 271 Pradeshiya Sabhas) 48 local atilsofrom Western
Province and 28 local authorities from Uva Provimee considered as the
field research areas to collect primary data. Tlest@fn Province is the largest
which accounts for 33% of total waste generatiod @wa Province is the
smallest which shares only 5% of the waste gerwrati the country. Sample
size was 4,000 households and it was proportiondbelsed on number of
households) distributed among 76 local authoritresWestern and Uva
provinces. Sample selection was done based on einapldom sampling
methods comprising high, low and medium-income Ievéhe study used
Multi Criteria Decision Analysis (MCDA) tools forata analysis. MCDA
tools utilize various optimization algorithms tokaoptions, selecting a single
optimal alternative or differentiating between gutedle and unacceptable
alternatives. (Kalini, 2013). The study used PROMIEE (Preference
Ranking Organization Method for Enrichment Evaloafi for finding the
behavioral pattern of existing waste managementtioces. A multiple
regression model was applied to determine the faethich currently affect
present post consumed plastic and polyethene wieat@agement practices.
Descriptive statistics were used to develop a ptedi model for waste
generation pattern, waste composition, waste manage waste
characteristics and accurate estimation of exigimgf-consumed plastic and
polythene.

Results and Discussion

Table 1 shows the average of polythene usage amdesoof generation level

of a household in both provinces. In Western ProeriWWP) more than 71%

polythene was generated due to super market (SMhasing process and for
the Uva Province (UP) that figure was only 21% #arsthows that urban areas
create more polethene wastes. In WP, per-housebblthene usage was 0.32
kg per month and in UP, 0.22 kg per month. The msgairce of polythene

generation is small scale boutiques in UP.
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Table 1: Per HH polyethene usage and sources efrggon

Sources of Generation

Province Sample Per HH With With With With Direct Other

and size Polyethene food textile durable small HH sources
District Usage items item items  scale purchased (%)
(kg/Month) buying buying buying boutique (%)
from from from (%)

SM  SM  SM
() () (%)

Western 3,284 0.32 71 15 5 3 3
Province

Gampaha 1,294 0.31 68 18 6 4 3
Colombo 1,303 0.34 74 14 5 3 2
Kalutara 687 0.29 70 15 7 3 3
Uva 716 0.21 22 21 13 34 6
Province

Badulla 460 0.22 22 22 13 35 6
Moneragala 256 0.19 24 21 14 32 7

N|_\|_\|_\

N

As described in Table 2, the study identified seakernative management
options for post-consumed polythene, with incineratbeing the most
popular option in both provinces. The second mamage option was handing
over to the local authorities and open dumping iR ¥Whd UP, respectively,
while the third options were, respectively, opemging and landfilling. Bad
management practices, which are incineration, [Himgf and open dumping
comprise around 63% for WP and more than 80% in THese findings
indicate how present practices in the post consumpethene waste
management process in the country damages theoamaint. According to
the analysis, the household’s attitudes and behawo post consumed
polythene management is backward, since the aveege in 3R process
(reduce, reuse, and recycle) is negative. The geesaore in bad practices
reflects moving towards environmentally harmful mgement practices in
both provinces. According to the regression anglygiood practices of
polythene waste management (reduce, recycle asd)rsignificantly depend
on the level of education, knowledge on environmkeptotection, family
income, size of the homestead and existing wasteagenent facilities.
Polythene usage by household significantly depemd&amily income, level
of education, type of employment, purchasing bejraand distance to
supermarket and main city.
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Table 2: Existing management options of post corglipolythene

Existing Management Options

Province and Reuse Handing Handing over Handing Inciner Land Open
District (%) over to to Local over to ation filling dumping
Recycling Authorities private (%) (%) (%)
Centers (%) with home collectors
wastes (%) (%)
Western 5 6 23 2.7 38 12 12
Province
Gampaha 4 9 20 2 43 14 12
Colombo 5 5 28 4 31 9 18
Kalutara 4 4 21 3 43 13 12
Uwa 7 0 7 3 40 14 28
Province
Badulla 6 0 8 3 39 15 28
Monaragala 7 0 6 2 41 14, 29
Conclusion

It is evident from the study that composting is aionally attractive and
practically implementable solution to the post aomed polythene waste
management problem in Sri Lanka. Further, it is ongnt to conduct a
national level survey to identify the present usag@olythene, sources of
generation and waste management practices whitimedy to develop a

national level policy framework for a post consumedlythene waste
management model for each province. Since theidétst on well known good
practices such as reuse, reduce and recycle wgndicantly backward,

relevant authorities must focus on possible awasngrogrammes for
enhancing 3R related activities. Conversely, alll [pgactices, which are
currently popular among households such as indioerdandfilling and open

dumping need to be controlled in formulating a Haw and order program
and changing the consumption pattern of polythenéh vawareness
programmes. In an environmental perspective, tlablpm will be one of the
most challenging issues in the country during tivet few decades.
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Introduction

Solid waste management refers to the supervisedlihgrof waste material
from generation at the source through the recoysogesses to disposal
(Glossary of Environmental Statistics, 1997). Urkahd waste management
is considered to be one of the most serious enwiemtal problems
confronting urban areas in developing countriesp/gsent, solid waste is
being dumped in environmentally very sensitive e$ac Haphazard
throwaway and dumping of solid waste reduce adstiveiue and scenic
beauty of the environment thereby creating negafisible impacts to human
beings and adverse effects on tourism. The cuwaste production levels on
a global scale amount to 1.3 billion tons per yw#h 3 billion residents
producing approximately 1.2 kg per person per déyr(d Bank, 2012).
However with rapid urbanization urban populatioresanticipated to increase
further by 1.3 billion to 4.3 billion residents [025. Consequently waste
generation trends will also increase from 1.2 k.42 kg per person per day
by 2025 while annual waste generation levels irsge@ 2.2 billion tons
respectively (World Bank, 2012). Ranathunga et(2016) carried out a
research on socio economic determinants of houdelsolid waste
management in Kandy Municipal area.

Municipal solid waste is a growing problem in Sarka, especially in the
urban areas. This problem is aggravated due talikence of a proper solid
waste management system in the country. As a resalitl waste is openly
dumped in a few chosen locations in the towns.Nlatale city struggles with
a number of challenges linked to solid waste mamage, which is a core
responsibility of the Matale Municipal Council. Agximately 30—32 tons of
wastes are generated per day in the city. Wastection tends to be low,
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although 20 percent of the municipal budget is spem solid waste
management. Collecting 1 ton of waste costs ar@ndS $. The generated
solid wastes from the Matale Municipal Council duenped at the Wariyapola
solid waste dumping site (Annual Report, MMC). Ris in Sri Lanka
reflect a lack of knowledge of sustainable solict@ananagement practices.
This study is an attempt to address this gap bydiog on the socioeconomic
factors which influence waste mangment practicéberMatale Municipality
limits.

Objective

The objective of the research is to identify theis@conomic factors affecting
solid waste management in Matale Municipal Couai@g.

Methodology

This study uses both primary and secondary data pfimary data is mainly
used to measure the impact of socio economic factor solid waste
management. Matale Municipal Council (MMC) area vsatected as the
study area based on the purposive sampling melihatdle is a medium-sized
town in the Central Province of Sri Lanka, withamual population growth
rate of 1.5 percent in 2015 (MMC report, 2016).@etary data was collected
from the MMC waste management database and Matalg@al Secretariat
Reports. In this study, two regression analyse®warried out separately as
suggested by Sankoh et al. (2012), and Ranathumj®&®a Ranjith (2016).
Accordingly the OLS multiple regression model arldgit regression model
were used to analyze the data. Nearly 1,500 fagrilre in the MMC area and
approximately 500 families supply garbage to the ®MDut of this, 50
families were selected as the sample by usingtth&feed random sampling
method. We first used a multiple regression modedttidy the solid waste
management practices of household (Wi) againswéight of the solid waste
per day (We), household income (If)cfamily size (famg working hours
(ws) and the size of the landi(lsto help identify the factors affecting solid
waste management. The model is given below.

W; = Bo + f1Wei; + BaInc; + Bz fams; + B,ws; + Bsls; + u;
Second, a logit model was used to study Willingried3ay of the households

for a better solid waste management system. Wiikxsg to pay (WTP) was

154



Extended Abstracts

regressed against household income;i)lrfamily size (famg, educational
level of matriarch (edy Working hours per week (Wsand the size of the
land (Is).

WTP; = By + B1Inc; + B, fams; + Bzedu; + Bows; + Bels; + u;

According to the MMC report a household should Ray 2,700= per month
to implement better solid waste management practithis research uses
‘willingness to pay’ for solid waste management d@ndses the contingent
valuation method. Correlation coefficient analyamigl regression analysis are
used for the evaluation.

Results and Discussion

It was clearly identified that the weight of soldste, income of household
and family size are significant under the 5% digance level and which

positively affect solid waste management practi¢és model explains 88%
of the variation in the dependent variable. Thailtesof the estimated logit

model explains that income of household and fasidg are significant under
the 5% significance level and positively affect wi#ingness to pay.

Table 1: Results of multiple regression model (OLS)

variables Coef. t P>|t|
Wei 0.11747 (0.022) 5.23 0.000**
Inc 0.00002 (9.40e-06) 2.96 0.005**
Fams 0.29480 (0.116) 2.53 0.015**
Ws -0.01818 (0.018) -0.97 0.336
Ls 0.12132 (0.079) 1.54 0.132
Cons -0.94688 (0.282) -3.37 0.002

** * denotes significance at 5%, 10% leveR? = 0.8837 No of observations= 50
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Table 2: Results of Logit Model

WTP Coef. P>|z| dy/dx Average Odds ratio
Income 0.0002 (0.00)  0.046** 3.48e-06 37660 1.00
Family size 3.33(1.54) 0.031**  0.0627 4.42 17.40
Working hours -0.15 (0.185) 0.396 -0.0062 6.32 0.75
Land size D1* 0.94 (0.95) 0.323 -0.0031 2.1 0.86
Constant -18.7123 (8.12) 0.021 0.022 0.7 2.30

(*) dy /dx is for discrete change of dummy variafstem O to 1.

Therefore, Household Income, Weight of Solid Waste Family Size are the
factors impacting on solid waste management. This adtio of household
income and family size is 1.000158, 1740154 respsyt It is greater than 1.
This implies that these two variables have a pasitielationship with
willingness to pay

Conclusion

In researching the Matale Municipal Council areastrof the people are
found to be unaware of the “3Rs”. By conducting gano solid waste
management practices among the people the excesgnarof garbage
disposed to the municipal council can be reducéd fesearch emphasises
the importance of people maintaining good solid terasanagement
practices. The research found that 75% of the peayd not satisfied with
the services provided by the MMC and they are mgllio pay for the better
solid waste management services. So the governshentd provide some
facilities for the betterment of the MMC and impeothe solid waste
management system; e.g. introducing recycling mhoees for man-made
waste. The Municipality has to be provided with qukge education and
develop an awareness of how to handle solid wastesmes and about the
consequences of disposing solid wastes everywihegally and not placing
of solid wastes properly in the disposal sites.
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Introduction

The banking sector, in all countries, has an ingreffect on economic
measures due to the essential role played by bankaprovements in overall
economic activity necessary for economic growth iiWia and Jokipii 2010).
Today, the sector is moving towards integratednioma services. One of the
main goals of a bank is to make profits. Only &ipable banking sector can
contribute to the stability of the financial systeAs such, an understanding
of factors that affect bank profitability is vemportant for banks themselves.
In the existing literature, bank size has been idensd as a fundamental
variable in explaining bank profitability by varisuesearchers. Size of a
business means the ability it possesses and tlegywand production capacity
or the quantity and multiplicity of services thesimess can be offer to its
customers.

Previous studies examining this relationship haieldgd mixed results.
Correlation analysis of Velnampy and Nimalathag410) showed a positive
relationship between bank size and profitability Gommercial Bank of
Ceylon Ltd, but there is no relationship betweenkisize and profitability in
Bank of Ceylon. Aladwan (2015), Ani et al. (2012pc&5ufian and Habibullah
(2009) have found a negative relationship. Theegfdris very essential to
address the following research question which i©i&iNis the impact of bank
size on bank profitability in Sri Lanka?” Given shbackground, the present
study investigates the impact of bank size on haoktability in Sri Lanka,
using four LCBs namely Bank of Ceylon, Peoples B&&mpath Bank and
Hatton National Bank over the period 1998 to 2017.
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Objectives

Main objectives of this study are tadentify the impact of bank size on its
profitability in Sri Lanka for the selected LCBsentify alternative measures
of bank size and bank profitability as well as mitgive model specifications;

identify the impact of bank size on bank profitapiseparately for the four

banks.

Methodology

The study employed secondary data drawn from AniRegorts of four
Licensed Commercial Banks over the period 1998072 Variables were
tested by developing six models. Panel regressimh@LS method were
employed to obtain the results. The following regien models were
developed based on the variables in the study. effqarical models used in
this study for panel data is given as,

MOdel | . ROALt = ﬁo + ﬁlsize_TAit + ﬁzLEVlf + ﬁ?)LlQlt + IB4CAif + git

Model IV : ROE; = By + f,Size_TAy + BoLEViy + BsLIQy + BoCAy + €5t
Model V : ROEit = BO + ﬁlsize_NOEit + ﬁZLEVit + ﬁ3L1Ql’t + ﬁ4CAl't + Eit
Model VI : ROEit = ﬁO + ﬁlsize_NOBit + ﬁZLEVit + ﬁ3LIQl't + B4CAit + Eit

i= 1,234 t = 1998 — 2017
1= Bank of Ceylon; 2= People’s Bank; 3= Sampathi®ad= Hatton National Bank

Where, ROA is Return on Assets; ROE is Return quoitlg; Size TA is
Total Assets, Size_ NOE is Number of Employeese SWOB is Number of
Branches; LEV is Leverage; LIQ is Liquidity; and\@ Capital Adequacy.

The following three models were used separatelgémh bank.
Model | : ROA; = By + f1Size_TA; + BoLEVy, + BsLIQy + ByCAy + &5
Model Il : ROAit = BO + ﬁlsize_NOEit + ﬁZLEVit + ﬁ3L1Ql’t + ﬁ4CAl't + Eit
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Results and Discussion

The given six models were analyzed using RandoracEf Fixed Effects,
Generalized Least Squares method and GeneralizédoMef Moments.
Hausman test was used to select the best modelrénodom effect and fixed
effect model. According to Hausman test resultsloam effect was the best
model. From Random Effects, Generalized Least ®guanethod and
Generalized Method of Moments same coefficient eslwere obtained for
the variables in each model but the probabilityuealwere different. Panel
data contained the problem of heteroscedasticligrdfore, GLS was used as
a solution to these problems. Therefore, the resu#ire interpreted using
Generalized Least Squares method.

Modell: ROA,, = 13.66 + 7.45¢~1°Size_TA;, — 0.135LEV;, + 0.005LIQ;, — 0.0018CA;,

When model | is analyzed, independent variables SiA, LEV, LIQ and CA
are observed to influence bank profitability (ROAhe overall model was
significant at 1%. Out of the four variables onyotvariables were significant
at 1%. According to panel data analysis, totaltassed number of branches
positively affect Return on Assets.

Model Il: ROA;, = 12302 + 0.00003Size_NOE;; — 0.122LEV;, + 0.002LIQ;, + 0.026CA,

According to the data analysis when Model Il is lgred, independent
variables Size_NOE, LEV, LIQ and CA influence bamkfitability (ROA).
The size variable in terms of number of employgasws no significant
relationhip with bank.

Model Ill: ROA;, = 16.878 + 0.001Size_NOB;; — 0.170LEV;; + 0.001LIQ;; — 0.006CA,,

According to the data analysis when Model Il isalgmed, independent
variables Size_NOB, LEV, LIQ and CA are identifi@sl having an influence
on bank profitability (ROA). There is a positivdaion between the number
of branches which is a bank size indicator and R@A.other words,
profitability of bank increases as number of brascimcreases.

Model IV: ROE;, = —3118.79 — 4.94e~8Size_TA;, + 32.149LEV;, + 3.095LIQ;, + 10.504CA;,

When Model IV is analyzed, independent variablese STA, LEV, LIQ and
CA are seen to have an impact on bank profitaliRQE). The overall model
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was significant at 10%. According to this model ik size indicator which
is total assets shows no significant impact on hanokitability (in terms of
Return on Equity).

Model V: ROE;, = —2858.49 + 0.00047Size_NOE;, + 29.319LEV;, + 3.458LIQ;, + 8.588CA;,

When Model V is analyzed, independent variableg SNOE, LEV, LIQ and
CA are identified as having an influence on barditability (ROE). In this
model, too, size measures show no significanticgldd bank profitability.

Model VI: ROE;, = —3447.29 — 0.148Size_ NOB;, + 35.716LEV;, + 3.267LIQ;; + 11.350CA;,

Analyzing Model VI, independent variables Size_ NQEV, LIQ and CA
have an impact on bank profitability (ROE). Size aswwes show no
significant relation to bank profitability in terno Return on Equity.

Taking banks separately, only Bank of Ceylon antidfiaNational Bank show
a relationship between bank size variables andtabaity measures. In BOC,
total assets have a positive impact on bank piolita Number of employees
and capital adequacy has a negative significanaainpn bank profitability.
In HNB, Number of branches has a positive significanpact and capital
adequacy and liquidity have a negative impact ark lpofitability. People’s
Bank and Sampath Bank do not show any impact.

Conclusion

As per panel data analysis, total assets impadtiyelg on Return on Assets,
so banks can increase total assets to increasenRetlAssets. Since there is
no relationship between bank size and bank prafittain Sampath Bank and
People’s Bank, they can pay more attention to ophefitability indicators.
Since HNB and BOC show a relationship between lseéand profitability,
they should pay more attention to size variabled ean have a greater
possibility of taking advantage of economies ofiech could be fruitful to
integrate the other internal factors as well asetkternal factors which affect
bank profitability instead of taking only the basize. Some of these issues
will be addressed in future empirical studies.
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Introduction

The corporate income tax (CIT) is the main direst@f Sri Lanka. In recent
years, it accounted for 9.2 % of total tax reveand 52 % of income tax
revenue of Sri Lanka. One important issue in Clthim case of Sri Lanka is
its gradual decline reported over time as a peaggnbf GDP. In the early
1980s and early 1990s, the ratio approached 2 BR4ater recorded a gradual
decline to about 1% in recent years. At a givenginai corporate income tax
rate, it is expected that CIT revenue will incregskne with the expansion of
the GDP. But, the declining trend of CIT revenueaatio of GDP indicates
that CIT revenue does move in line with the growththe economy.
Jayawickrama (2008) and Madushani and Jayawickaf@0id) show that
the income elasticity of the CIT is relatively lowSri Lanka which indicates
the failure of the tax to track GDP closely.

The government of Sri Lanka has granted concessidspecial CIT rates
according to the company size and sector to achobjectives such as the
promotion of local and foreign investment, protectof the companies at their
early stage to compete the market competition, ptmn of agricultural
production, promotion of small and medium scale ganies and elimination
of regional development disparities etc etc. (Wijgee, Ekanayake and
Mahendra (2013)

Special tax rates or concessionary tax rates gtdotedifferent sectors or
companies by Sri Lankan governments may be expdotedduce the tax
revenue collected in the short run and to expaaddator at a higher growth
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rate in the long run. Many resechers argue tleatiétlining tax/GDP ratio is
mainly due to tax exemptions, concessionary taxe rpblicies etc.
(Jayawickrama, 2008; Amirthalingam, 2013; Hettiict and Jayawickrma,
2018). However, no studies have computed reverasedoe to exemptions or
concessionary tax rate policies granted by the owent for different sectors
with a view to enhance the growth of the economotovaty or the sector.

Objective

The objective of this study is to examine the dffe¢ special and
concessionary CIT rate policies granted by the gowent to different
corporate sectors on the loss of tax revenue dan@geriod 2010 to 2017 in
Sri Lanka.

Methodology

Theoretically, CIT revenue is computed based omthagginal CIT rate and
taxable corporate income. This is known as the ntiate CIT revenue
(Davoodi and Grigorain, 2007). In practice, CIT eaue is computed based
on the concessionary tax rates granted for selseteirs and the sector-wise
taxable corporate income. This is known as theah@@UT revenue collected.
Then, the difference between the potential reveameb the actual revenue
collected is explained as the CIT revenue losgagpecial and concessionary
tax rate policies.

In this study, potential CIT revenue (PCITR) antlatCIT revenue collected
(ACITR) are used to compute the loss of CIT revefil@® TR) due to tax rate
policies. In order to measure the decrease ing@anue collection, the sectors
which were granted special tax rates and concemsidax rates are treated
separately. Thus PCITR is defined as follows:

PCITR= rzn:Tli (1)

i=1
n
where, is the marginal corporate income tax rate aﬁﬁ'li is the aggregate
i=1
taxable income (TI) ofi number of companies in a given year. The actual Cl
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tax revenue collected by the Inland Revenue Demanrtrof Sri Lanka is
defined as follows:

3 ACITR )

i=

ACITR=) ACITR +
i=1

Where,ZACITR is the actual CIT revenue collected under sp¢aiatates

offered for different sectors/companies aEACITFJ? is the actual CIT

revenue collected under concessionary tax ratesrenff for different
sectors/companies. The loss of CIT revenue (LCI@iR¢ to special and
concessionary tax rate policies is defined as tfierence between PCITR
and ACITR. For the computation, we use informafi@nseven assessment
years from 2010/2011 to 2016/2017. In each assedsyear, we have a
sample 20 % (1015 Companies) out of a populatiob@f5 companies
recording the availability of continuous tax retsifor the period. The sample
is selected to reflect the different scale of conigs- small, medium and large
- based on tax computational definitions of thema Revenue Department.
The sample consists of 656 small companies, 252umecbmpanies and 107
large companies. The marginal CIT rate used foctmputation of potential
revenue is 35 % for the assessment year 2010/12&e6 for the rest of the
period.

Results and Discussion

The potential CIT revenue in respect of the samplie, 015 ccompanies was
estimated as Rs. 19,404 million in the 2010/11smsvent year and Rs. 45,866
million in the 2016/17 assessment year. Furtheshaws a gradual increase
over the years though the marginal tax rate wasiedto 28 % in the 2011/12
assessment year and onwards compared with 35 % vphevailed in the
2010/11 assessment year. The average potential r€iénue stood as
Rs.30,462 million during the period.

The Actual CIT revenue collected by the Departnadrihland Revenue was
Rs.10,035 million in 2010/11 and it gradually iresed thereafter and reached
Rs.16,293 million in the 2016/17 assessment ydae. dverage of the actual
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CIT revenue collected stood as Rs. 13,040 millionnd) the sample period.
The estimated CIT revenue loss due to special andessionary tax rate
policies of Sri Lankan Governments is given in Eablbelow.

Table 1: CIT revenue loss due to special and cenmesry tax (Rs. Mn)
Potential CIT Actual CIT

Year Revenue Revenue CIT Revenue Loss
2010/11 19,404 10,035 9,369
2011/12 17,618 10,888 6,730
2012/13 19,497 12,639 6,858
2013/14 34,788 13,165 21,623
2014/15 35,874 14,013 21,861
2015/16 40,187 14,245 25,942
2016/17 45,866 16,293 29,573

The CIT revenue loss due to special and concessiterarate policies of the
government has increased from Rs. 9,369 milliothen2010/11 assessment
year to Rs. 29,573 million in the 2016/17 assessiyear. There is around a
two-fold increase in potential CIT revenue in th&l2/14 assessment year
compared to that of the previous yea, and a tholekificrease in CIT revenue
loss in 2016/17 assessment year compared to thia¢ irevious year.

Following the same method, the compution of CITeraxe loss for the
companies at different scale of operation showsth@aCIT revenue loss due
to special and concessionary tax rates granteshiail scale companies stood
as Rs. 420 million in 2010/11 and it increaseddigpio Rs. 847 million in
2016/17. Due to tax rate concessions granted fatiume companies, the
government had a loss of CIT revenue of about & nillion in 2010/11 and
Rs. 803 million in 2016/17 and decreased at a nuloWer rate. In large
companies, tax rate concessions led to a CIT revkras of Rs.8,106 million
in 2010/11 and Rs.27,923 million in 2016/17. Therage loss per company
due to special and concessionary tax rate polatesd as follows in 2010/11
and 2016/17 assessment years: small companiesO-&Rsillion and Rs. 1.3
million; medium companies- Rs. 3.3 million and R million; and large
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companies —Rs. 76 million and Rs. 261 million respdy. It seems that
special tax rates or concessionary tax rates gfafae small and large
companies created a substantial CIT revenue logxzent years. Further, the
rapid increase in per company CIT revenue losscatds that the expected
positive impact on tax revenue is not evident diee.

Conclusion

This study computed the loss of CIT revenue dispézial and concessionary
tax rate policies of the government implemented enndarious policy
objectives. It was found that about Rs. 29,573iomlbf CIT revenue loss was
occurred in the 2016/17 assessment year. Andabbdsit Rs. 16,293 million
higher than the actual CIT revenue collected inyéesr. Further, CIT revenue
loss due to special and concessionary tax rateipslhas increased rapidly
from 2010 to 2017. Moreover, per company CIT reeeluss due to special
and concessionary tax rates granted for large, umedind small companies
Rs. 261 million, Rs. 3.2 million and Rs. 1.3 mifliaespectively, in 2016/17.
The Average loss of CIT revenue stood as 57% optitential CIT revenue
of the companies. This indicates that an averagé7Rsillion tax loss is
reported per company. If the projection is madéh® population of 5075
companies, the average tax loss would be abol863275 million.

Estimated values of CIT revenue loss indicate thatcost of special and
concessionary tax rate policies is large and irsinggover time. Further, the
increasing CIT revenue loss reflects that the negadffect of granting of
special tax rates and concessionary tax rates dnmevenue is continuing at
increasing rates. It further indicates that theeex@d positive effect of the
policy through expansionary tax bases is not evideer time. The policy on
special and concessionary corporate income tas @plied for different
sectors has eroded the actual corporate inconrevaxue of the government.
Therefore, it is highly essential that the governthmeake a proper assessment
on whether these special or concessionary ratesegtfor selected companies
and sectors met their objectives and whether tha&immtion of such
concessions are still important.
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Introduction

Corporate Social Responsibility (CSR) is no longensidered a composition of
voluntary activities in today's business world sirit plays a significant role in
developing a sustainable future for firms operatim@n industry such as tourism.
Today, tourism is the third-largest source of fgneéxchange earnings in Sri Lanka
and has shown an upsurge in growth after the ernldeo€ivil war in 2009. Tourist
arrivals have grown from 447,890 in 2009 to 2,398, 2018 and the Sri Lanka
Tourism Development Authority is planning to doutilese numbers by 2020. The
domain of CSR has been studied in several indssthat not in relation to the
tourism industry, especially concerning the behagioFinancial Performance (FP)
to CSR disclosure in Sri Lanka. Hence, the prestrty focused on how CSR and
FP have behaved over the past five years in thistoundustry and it investigated
the relationship between tourist arrivals and Fihinselected sector.

Objectives

The purpose of this study is to fill the knowledggp through empirical analysis,
exploring the relationship between CSR and FPeértdlrism industry in Sri Lanka.
The study provides insights into the trend of CS&ldsure and FP in the tourism
industry over the past five years.

Methodology

A sample of 10 listed hotel firms were selectedebdam systematic sampling method.
The data were gathered through a desktop method fise annual reports for the
period 2014-2018. Initially, a content analysis wagied out to identify CSR related
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information. Accordingly, preliminary work was ex&red to develop a checklist of
CSR related keywords based on the literature (Haokend Milne, 1996; Inoue and
Lee, 2011; Magbool and Zameer, 2018). The checklisttained 190 keywords
relating to five CSR dimensionsz. community, employee relations, environment,
product quality and diversity. Later the theordtiteematic analysis by Braun and
Clarke (2006) was adopted to deepen the analysidetthematic analysis, CSR
related information disclosed were categorized 682CSR sub-themes. These sub-
themes were derived from the previously develop8& €Checklist.

A set of decision rules were also developed to taainconsistency in analyzing

annual reports (Hackston and Milne, 1996). Repetibf these keywords and sub-
themes were then converted into Nila units (Nuania Kato, 2010) to measure CSR
performance of each firm. Average Annual Nila Unércentage (ANUP) of each

year was then calculated to identify the trend 8RGlisclosure during the considered
period. The financial aspect of firms was evaluaisihg Return on Equity (ROE)

ratios. Average Return on Equity (AROE) of eachryeas then derived to identify

how FP of the selected industry has behaved dtinegelected period.

Results and Discussion

Average annual growth rate of ANUP is 5.54 %. Femtiore, annual growth
rates of ANUP have varied between 13.77 % to 1.35d&picting an
inconsistency in growth during the considered gertdence, study reveals a
positive but slight incremental trend of CSR discliee. However, overall
growth of ANUP from 2014 to 2018 is 24.05 %. Thoutiis figure may look
attractive at first glance, the annual average fraate is only 5.54 %. This
illustrates slow growth in the overall level of C$i&closure in the period
between 2014-2018 (Table 1).When it comes to dimaessof CSR, it is
observed that most of the information disclosedted to “employee relation”
and “community” with an average weight of disclaswf 37 % and 23 %
respectively during the considered period. “Envin@mt” and “Product
quality” are given weights of 19 % and 16 %, respety, with diversity being
at only 6 % (Table 2).

170



Extended Abstracts

Table 1: Trend in CSR Disclosure and FP

C ER EN PQ D
Avg. Weight of Disclosure 23 % 37 % 19 % 16 % 6 %

Table 2: Average Importance during the Period

Annual Growth of CSR and ROE (%) AAGR2014201¢

Financial Year 14/15 15/16 16/17 17/18 (%)
ANUP (CSR) 13.77 4.18 1.35 3.27 5.54 24.05
AROE (FP -11.17  -145Z -6.0¢ -11.4¢ -10.8¢ -36.8¢

Table 3: Correlation between CSR and FP
Mean_ROE Mean_CSR

Mean_ROE Pearson Correlation 1 -959
Sig. (2-tailed) .010
N 5 5
Mean_CSR Pearson Correlation -.959 1
Sig. (2-tailed) .010
N 5 5

The study also found that there is a decreasimgl e AROE during the five
years examined. Between 2014 and 2018, AROE hagsadecline of minus
(-) 36.85 % with an annual average decline ratel®f86 % (Table 1).
Therefore, a significant decrease in AROE durireggériod is evident. Based
on Pearson correlation, it was established thagative but strong correlation
of -0.959 exists between CSR and FP with a P-vafu®.010. Data set
includes five cases, which represents data rel&pitige ten hotel firms for the
five years considered. For the present study,itrefeance level is required
to be less than 0.05 for the relationship to baiB@ant. Hence, based on the
findings of the present study, a statistically gigant, negative relationship
between CSR and FP is evident in the tourism imgwdtSri Lanka.

Conclusion

Findings of the study reveal a slight but increraétrend in CSR disclosure
of the tourism industry. However, the growth of B8R disclosure trend in
the past few years is not consistent. Furthermibwe highest proportion of
information disclosed in annual reports relates dimensions such as
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employee relations, community and environment. Moeg, it is evident that,
though tourist arrivals have continued to increass the years, AROE of the
industry has shown a significant drop. Furthermtre,study concludes that
there is a strong negative relationship between @8R FP in the tourism
industry of Sri Lanka. This problematic situatioreyailing in the industry
requires proper attention from the governing bodigbe country. This study
becomes very vital for the policymakers to desigantermeasures to protect
the industry and its negativity highlights the néadfurther research whether
the going concern of the companies in the touristustry is in danger. The
study also raises the question of whether the gourndustry is ignorant of
CSR activities. As a result, it provides a furtbpportunity for future research
in this domain.
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Introduction

The importance of commercial banks in generatiogvgt within an economy
has been widely discussed by various scholars. Gomah banks are mainly
involved in financial intermediation, which is tlebanneling of funds from
surplus unit to deficit units of the economy, thensforming bank deposits
into loans or credits. The role of credit on ecommrowth has been
recognized as credits that are obtained by vageosomic agents to enable
them meet operating expenses. Business firms otrtadlit to purchase seeds,
fertilizers, erect various kinds of farm buildingsherefore, the credit funds
are made available for investment in productiveitehChinwoke et al.
2014).

Soon after financial liberalization in Sri Lanka 977, the government
introduced financial sector development policiesisTcreated a competitive
environment in the financial sector. In this comtexdramatic change can be
seen within the commercial banking system. The rarrmbcommercial banks
have increased while financial intermediation afooercial banks shows an
upward trend. However, the growth performance ot &nka during the post
liberalization period is higher than the pre lideaion period. Although the
country was able to maintain an average five pérgeswth rate, it was not
consistent throughout the period. The data rela@tedonomic growth reveals
high fluctuation. The existing literature identdiea positive relationship
between financial intermediation and economic ghowRexiang and
Rathnasiri, 2008Donald et al., 2000; Chinwoke et al., 2014). Howgtee
guantitative assessment of the relationship betviimancial intermediation
and economic growth is inadequate and limited exdbntext of Sri Lanka.
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Thus, this study attempts to fill this gap by invgsting financial
intermediation and economic growth in Sri Lanka.

Objective

The main objective of the study is to investigdte telationship between
financial intermediation and economic growth in tbeg run and the short
run for Sri Lanka.

Methodology

The study covers over the period 1977 — 2015. DatReal Gross Domestic
Product (RGDP), commercial bank credit to privagetsr (BPC), exchange
rate (ER) and foreign direct investment (FDINI) wesxtracted from the
annual reports of the Central Bank of Sri LankaalRaterest rate (RIR) and
consumer price index (CPI) data were collected ftoenWorld Development
Indicator (WDI) data base. Except RIR all the vialéa were transformed into
their natural logarithm. ADF and PP unit root tesethods were employed to
test the stationarity of the series. Akaike Infotimra Criterion (AIC) was
applied to determine the optimal lag length of eseties. RGDP is used as a
proxy for economic growth and BPC is the proxyffoancial intermediation.
The long run relationship between the variablegeieloped as below:

InRGDP; = ay + a4InBPC; + a,InCPI; + a3InER; + a,InFDINI; + asRIR+¢&; (1)
where,g;, is a white noise error term= 1,2, ...... , T

If the variables in equation (1) have differentemdvhich is | (1) and I (0) we
can use the new co-integration method which waeldped by Pesaran et al.,
(2001). This procedure, i.e. Autoregressive Disiiiiol Lag (ARDL) Bound
test approach is used to test co-integration am@mgbles. The equation
ARDL was further transformed in order to accommedat error correction
term with one period lagged(T;_,). Finally, the Wald test was used to
determine the direction of causality between théabies.
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Results and Discussion

The results of ADF and PP unit root tests indidht&t the variables are
integrated in order zero (CPI, RIR, ER) and ordes (RGDP, BPC, FDINI).

AIC advocated the use of ARDL (1, 3, 4, 4, 4, 4)deldor this analysis. The
long run results are presented in Table 1. BPCGahassitive and statistically
significant relationship with RGDP in the long rdarticularly, if the BPC

increases by 1% RGDP will increase by 0.83%. lhrtjeshows that BPC has
been favourable for RGDP in the long run. FDINEatE RGDP positively in

the long run but it is not statistically significart the same time, CPI, ER
and RIR have (at 5% level of significance) a negsitnpact on RGDP in the
long run.

Table 1: The results of ARDL (1, 3, 4, 4, 4, 4) Mbd
Panel A: The results of long run coefficients (INMRGDPO)
Con LBPC LCPI LER LFDINI RIR R?

0.66 0.8337 -0.748 -0.437 0.025 -0.017 0.99
(0.0283) (0.0339) (0.0005) (0.1406) (0.0005)
Panel B: The Results of the Diagnostic Test

Serial correlation [LM Teskf; )] Prob.= 0.1007
Normality Test (Jarque -Bera) Prob.= 0.3839
Heteroscedasticity (BPG Test) Prob.=0.7145
Omitted Variable Test Prob.= 0.0660

Note: Probability values are given in the parerithés ** represents the variables are
statistically significant at 10% and 5% level ajrficance respectively.

The Lagrange Multiplier (LM) test of autocorrelatiandicates that the
residuals are not serially correlated. Accordinghe Jarque — Bera (JB) test,
the null hypothesis of normally distributed residueannot be rejected. The
Breush-Pagan-Godfrey (BPG) test of heteroscediststiggests that the
disturbance term in the equation is homoscedaBtie. Ramsey RESET test
result confirms that there is no specification emahe estimated model (See
Table 1 Panel B above). The CUSUM plots lie betwtbenlower and upper
critical bounds at the 5% significance level, whicmfirms the stability of the
parameters. The results of Bound test confirms thate is a long run
relationship between RGDP and other variables dineenull hypothesis of
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no cointegration among the variables is rejectettdihe computed F statistic
(7.35) being greater than the upper bound critreétie (3.79) at 5% level of
significance.

Table 2: Error correction representation of ARDL déb

Lag order
Variables 0 1 2 3 4
ALRGDP 0.436*
(0.0686)

ALBPC 0.123** -0.035 0.121* -0.044

(0.0177) (0.5088) (0.0057) (0.1717)
ALCPI -0.179** 0.299** 0.214** -0.114* 0.146**

(0.0129) (0.0208) (0.0174) (0.0624) (0.0186)
ALER -0.052 0.063 -0.160** -0.046 -0.124**

(0.3965) (0.1820) (0.0070) (0.0.4141) (0.0062)
ALFDINI -0.0096 -0.0096 -0.016** -0.003 -0.020**

(0.1123) (0.1550) (0.0164) (0.4542) (0.0012)
ARIR -0.007** -0.0004 -0.004** -0.001 -0.004**

(0.0021)  (0.6821)  (0.0057)  (0.1500)  (0.0054)
ECT (-1) -0.8610 (0.0254)

R? 0.9671 F-Stat= 7.9108 (0.0044)

Panel B: The Result of the Diagnostics Test

Serial Correlation [LM Testt(; )] Prob.=0.4038
Normality Test (Jarque — Bera) Prob.=0.5829
Heteroscedasticity (BPG Test) Prob.=0.2816
Omitted Variable (Ramsey’s RESET) Prob.=0.6417

Note: Probability values are given in the parenthés ** indicates that variables are
statistically significant at 10% and 5% level ajrficance respectively.

The result of short run dynamic and long run adjgstt coefficients are
estimated using Equation (3) which is presentetiaible 2. The ECM model
passed all the diagnostics tests. Panel A of Tabteports the short run
dynamic coefficients estimates of ARDL-ECM. Accarglly, as expected, the
current value of BPC and the two period laggedealfuBPC have a positive
impact on RGDP, whereas current period CPI, FDdl RIR have a negative
significant impact on RGDP. Further, ECT (-1) casran expected negative
sign, which is highly significant indicating thaietre should be an adjustment
toward steady state line in the long run one pesifbel an exogenous shock.
Thus, about 86.1% of the disequilibrium in the RGBPffset by short-run
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adjustment in each period. Finally, the Wald tkected only unidirectional
causality between BPC and RGDP in the short run.

Conclusion

The objective of this study was to investigate kweg run and short run
relationship between financial intermediation amdremic growth in Sri
Lanka using time series data for the period 19720ttb. As per the findings
of the study, we conclude that both cointegratippraach to ARDL and error
correction version of ARDL passed all the diagresstind the stability tests.
The Bound test confirms that the variables aretegimated. The BPC affects
the RGDP positively and significantly in the longir CPI, ER and RIR have
negative and significant impact on RGDP in the long. Moreover, the
current value of BPC and one period lagged valuBREC positively and
significantly affect the RGDP in short run. Furthéris model confirms that
real gross domestic product can get back to longsteady state line at the
speed of 86.1% in each period after an exogenonsksin terms of policy
implications, the findings suggest that the finahsector of Sri Lanka should
take necessary actions to improve the intermedigirocess.
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Introduction

As many schools of thoughts emphasize, economiwthras a complex
process which depends on many socio-economic ariticglo factors.
Economists have attempted to identify the majoemeinants of economic
growth through various means, and theories emphagsizcapital
accumulation, consumption level, trade, economabibty and political
environment. In this study, the author gives prattention to the export led-
growth hypothesis which simply states that expansid exports is a
significant determinant of the economic growth o€auntry. Further, the
export led growth hypothesis emphasizes exportheagngine of economic
growth along with labor and capital. Even thougw fstudies have been
conducted regarding the particular area by adoptargous methodologies
and taking Sri Lankan experience into account,ltesfimost of those studies
show an insignificant relationship between expartd economic growth. On
the other hand, one of the major suggestions of\iseon 2025 policy
framework is that of developing Sri Lanka as ancepriented economy. In
this context, there is an apparent mismatch betwegpirical results and the
policy framework of the country. Therefore, condingta comprehensive
analysis is called for. Hence, this study atteriptsxamine the validity of the
export led growth hypothesis (ELGH) for Sri Lanka.

Objective
The general objective of this study is to invesegde relationship between
exports and economic growth in Sri Lanka and taniife the impact of

exports on economic growth based on time seriesardata from 1978 to
2018.
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Methodology

This study is developed based on the extendedoversi the neoclassical
Solow Swan Growth Model (1956) which emphasizestabpnd labour as

the major determinants of economic growth. Grossneésiic Production

(GDP) is considered as the dependent variable v@nbss Domestic Capital
Formation (GDCF), employment and exports are camnsil as independent
variables. Standard time series methods are englaylentify the validity

of the ELGH. The time series annual data for thdysperiod is obtained from
World Development Indicators (WDI) of the World BanThe series are
transformed into natural logarithm terms to avoibe tissues of

heteroscedasticity. This study has added exporta asw variable to the
traditional Neo Classical Growth Model. Based ba previous studies of
Feder (1982), Balassa (1985), Smith (2001), tHevi@hg empirical model is

adopted for the study:

LnGDP, = By + B,LnGDCF, + B,LnEMP, + BsLnEX, + &,

INGDP represents the Natural Logarithm of Gross Bstim Production.
LnGDCF, LnEMP and LnEX represent the Natural Lotens of Gross
Domestic Capital Formation, Employment and Expa#gspectively. Further,
e and t represent error term and time componenteotiseely. First, trend
analysis was conducted based on available litexaturd Augmented Dickey
Fuller (ADF) test was carried out to identify that®onarity of the data. The
Engel Granger cointegration test was used to liesthe long run relationship
between exports and GDP. In addition, error coiwaagnodel (ECM) test was
adopted to examine the short run relationshiptests mentioned above were
conducted using E-Views 9 statistical software pgek

Results and Discussion

According to the results of the ADF test | conclubat all the variable have
unit root at level while stationary at first difeerce, | (1). Because all the
variable are integrated of the same order, integratf order one, Engel
Granger Cointegration test can be conducted. Tlsl&eof Engel Granger
test and OLS test are shown in Table 1.
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Table 1: T Step of the Engel Granger Cointegration test — @gdession

Variable Coefficient Standard Error t-statistics
Constant 5.278 1.520 3.471%**
LnGDCF 0.547 0.034 15.967***
LnEMP 0.069 0.210 0.328
LnEX 0.272 0.064 4,231
Effects Specifications

R-squared 0.995 F-statistic 2059.970
Adj. R-squared 0.995 Prob(F-statistic) 0.000

Durbin-Watson 1.712

Note: *, ** and *** represent statistical significae at 10%, 5% and 1% respectively

As shown in Table 1, exports and GDCF have sigaifiaelationships with
the GDP under the 1 percent significance levelld atalso indicates that a 1
percent increase in exports lead to a 27 perceméase in GDP. But the
relationship between employment and GDP is insicgnit. Further, by the R-
squared value, 99 percent of the variation in tepeddent variable is
explained by independent variables. Because opdssibility of spurious
results, ADF test is conducted on generated relsiciiahe OLS test and the
results of the test is presented in Table 2. Asltesdicate, absolute value of
test statistic of the ADF test is greater thardaibsolute value of Engel Granger
critical value under 5 percent significant leveligih means residuals are
stationary at level. This indicates the existenéelomg run equilibrium
between the dependent and independent variabletheFuthe results show
that not only exports, but also GDCF has a sigaifigositive impact on GDP
in the long run, except employment which is insigant.

Results of the ECM are reported in Table 3 and digaificant negative
coefficient of the error correction term revealsfoonation of long run
relationship in the model. The coefficient of theoe correction term is
(minus) -0.272105 and it shows that approximat@lp@rcent of a disturbance
is adjusted over the long run. It means that thedehccorrects the
disequilibrium of the short run by a speed of 27cpet. In addition, results
do not support rejecting the null hypothesis ofraelationship which means
there is no relationship between exports and GCiRdrshort run.
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Table 2: ADF Unit Root test on U (Residuals)

t-statistic Prob.
ADF Test Statistic -5.323 0.0000
Engle-Granger Critical Value 1% -5.017
5% -4.324
10% -3.979

Note: *, ** and *** represent statistical signifioae at 10%, 5% and 1% respectively.

Table 3: Error Correction Model

Variable Coefficient Standard error t-statistics
C 0.031 0.003 10.086
D(LGDCF) 0.235 0.033 6.954
D(LEMP) 0.035 0.067 0.530
D(LEX) 0.059 0.037 1.582
U(-1) -0.272 0.087 -3.099
Effects Specifications

R-squared 0.761 F-statistic 18.403
Adj. R-squared 0.720 Prob(F-statistic) 0.000
LM test 0.093 Durbin-Watson stat 1.582

Note: *, ** and *** represent statistical signifioae at 10%, 5% and 1% respectively.

On the other hand, GDCF is the only independentalilr which has
significant effect on the dependent variable in ghert run which indicates
that a 1 percent increase leads to approximat2§/ercent increase in GDP.
It can be concluded that, even though the restiliseoECM model confirms
the long run equilibrium of the dependent and irhejent variables which
strengths the validity of ELGH in the context of Banka, it does not provide
sufficient support for a short relationship betweeports and GDP.

Serial correlation is one of the prominent issuéb @CM which makes the
model inappropriate. Therefore the Breusch-God8eyial Correlation LM

Test was conducted and results indicate that thehgpothesis of no serial
correlation cannot be rejected under the 5 persgmificance level which

reinforces the validity of results of the ECM fugthAs indicated by the above
results, there is a relationship between the egpamtd GDP in the long run
and but not in the short run. It clearly means,ttfe results of the long run
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model strongly support the validity of the ELGHtire context of Sri Lanka.
Further, there are many channels through which gspean impact on
economic growth as revealed by the literature. Tinelude generation of
greater capacity utilization, advantage of econgroiescale, ability to absorb
foreign technology, employment creation, increasesabor productivity,
improving the allocation of scarce resources thnoug the economy, relaxing
the current account pressures for foreign capitaddg by increasing the
country’s external earnings, attracting foreignestymnent and increasing the
TFP and hence the well-being of the country (Sn2001). As for other
variables, only GDCF has a significant impact onFGB both long and short
run in Sri Lanka. As the neo-classical Solow-Swamwgh model emphasizes,
capital accumulation is a core determinant of eagn@rowth in both short
and long run. Further, capital accumulation leadsnproved productivity of
the economy and higher economic growth.

Conclusion

Many studies emphasize exports as a major factochwktimulates the
economic growth of a country and this study attenptexamine the validity
of this statement using time series econometrityarsafor Sri Lanka. Results
of the ADF test revealed that all the variablessidered in the study are
nonstationary in level and in first difference. Toesults of the Engel Granger
Cointegration test concluded that GDCF and expgmatse significant impact
on GDP in the long run. A 1 percent increase inogetsplead to a 27 percent
increase GDP. Further, the ECM test results comfirnthe long run
relationship and showed that the model correctsligeguilibrium of the short
run at a speed of 27 percent. In addition, ECMdat#id that GDCF is the only
variable which has a significant relationship vattonomic growth in the short
run. Finally, the study provides statistical supporthe validity of the Export
Led Growth Hypothesis (ELGH) in the context of Banka only in the long
run.
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Introduction

Decentralization brings power and authority cldsgoeople. Experts believe
that decentralization and devolution of power I¢adan improved health
sector. The essence of democracy lies in devolwtibich promotes social
and economic transformation of an economy. A céméd system of
government looks at the picture holistically andezentralized government
sets its own set of priorities in the region. Dewmod power to the lower tier
helps the system gets diversity in a way that npe@ple are involved in the
decision making processes. Political represenstideecome more
accountable and thus the service delivery getsebelflany experts of
devolution are in favor of including local repretdives over important
services like Health (Shah, 2004; World Bank, 2088maz & Serrano-
Berthet, 2008). However, developing countries terthve a centralized form
of government which therefore needs the decenstadiz of power and its
promising prospects to keeps the region drivingadhe

In Pakistan, the ¥8constitutional amendment transfers some powetBeo
provinces. This was successfully implemented asléwelution of power to
the lowest tier; the essence of the 1973 congiitutbf Pakistan. This
amendment empowered provinces to legislate anceimgrht policies related
to the devolved ministries on their own. This ammaedt devolved the power
of 17 central ministrig€é to the second tier of provincial governments ifi@0

24 Ministries of Education, Health, Culture, Special Initiatives,vEEanment, Labor and
Manpower, Local Government and Rural Developmeninokties Affairs, Population
Welfare, Social Welfare and Special Education, &pofourism, Women Development,
Youth Affairs, Zakat and Ushr were devolved in mwasfter the introduction of 18
Amendment of the 1973 Constitution of Pakistan.
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Among them the powers of the Ministry of Health eexlso defined as
provincial subjects. The provincal health sectdterataking charge, has
started formulating policies with the goals of abitag fruitful results for their
respective provinces. However, Pakistan has faitedstill achieve real
progress in the devolution of power, and proving@aernments are not in a
position to exercise the devolved power in a tme manner since the 48
constitutional amendment passed in 2010. Whiledéhalution of power to
lower tiers is considered to expedite economic ¢nownd sustainable
development, research in this area is lagging.

Objective

The main objectives are to find the priorities bk tgovernment’s post
devolution via looking at expenditure pattern amdiscover whether the 18
Amendment improved service delivery in Health; aodidentify policy

recommendations to further strengthen the prodedswmlution in Pakistan.

Methodology

This study builds upon the conceptual frameworkgiesi by Bossert and
Mitchell (2011). However, certain adaptations ameorporated to further
improve upon and to match the objectives of thidgtBossert and Mitchell’s
study observed that service delivery is improvedhwmprovements in
Decision Space (DS), Institutional Capacities (CA#d Accountability
(ACC) of an institution.

Institutional capacities is primarily included tgsass the capabilities of a
department to understand, interpret and/or transtarowledge into practice.
Training, education and experience, facilities tewhnology available to the
respondent after the #&mendment are assessed under this sub-theme about
a particular indicator. The technical, administrati organizational and
financial aspects were considered. Decision Spa& ¢overs the authority

to take a decision of the concerned departmentsss@tg 1998).
Accountability is considered an important instrutn@m determining the
efficiency of an organization. This was assesse@ding the government
officials of concerned departments about stepstakginst complaints.
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In this study, there was a three stage data calleprocess involved. At first
relevant respondents from the Health Departmeng vaemtified followed by
identification of concerned respondents from H@dpitFor perception survey
data was collected from the people who were usuldigdy provided health
facilities. The primary part of the study dealthwit12 respondents. For the
guantitative part, to analyze the trend analyselgvant data was collected
from 2006 to 2016. Primary data were collected fidmistry of Health and
other government officials of the Health Departmenttile secondary data
were gathered from government officials.

Results and Discussion

A paradigm shift could be assessed in a sectortw@a ways. The first
considers the government’s initiation for new lé&gisn by passing more bills
in a certain sector as compared to other secttwes s€cond way is to look at
the increase or decrease in budget allocation spairsector, to see what
spending priorities are. The study considers tlersg way approach for a
paradigm shift after the implementation of"8mendment. Thperception
survey conducted for this study is a tool to vegbvernment claims and the
patients’ satistfaction with developed health ses&vices. According to this
survey, 85 % of the respondents of the study wapp¥y and satisfied to use
government health care facilities. Free mediciathwvas backed up by 61%
of the sample size while 27% of the respondentsahdifference of opinion.
The study found that about 61% of the patients, wdeogovernment hospitals,
got free medicines. There is still room for improwent as 27% of the patients
were complaining about the supply shortages of owee in government
hospitals. 72% of the sample agreed to the claahdbsentees of doctors in
hospitals have reduced significantly. 77% are @& ¥iew that there is an
improvement in the health sector over the pastyears while around 17%
are still to see any improvement in health secidre result has been
significant in a sense that people who got freeiomees also believed that
health sector has shown progress.

The above satisfactory achievements were madepoghive trend of budget

allocation towards the provincial health servicggh®e central governments
and own projects implemented by provincial healtBp&tments using
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financial support from the international donor agies. Devolution power to
the provinal health ministry enhanced their capatat gain own financial
improvements with foreign partners as well. Expandiin the health sector
showed an upward trend, specifically after the tlgian of health sector in
2010. Prior to the introduction of devolution, sggrg on health was just 2%
of the total budget which increased to over 4%rétte devolution of the
health sector. The nature of change can be seastitutional development
and infrastructural development post"Enendment. Many special programs
were initiated for improving public-sector healtreéacilities of the province
with the support from agencis such as JICA, GIZ]OBF and DFID. Under
the “Project for Strengthening Routine” 80% of dnédn were covered with
full immunization which was only 53% prior to 201@he health insurance
project covered around 1,800,000 families; all gogernment run hospitals
are directed to provide free medicines to the p&tiemalarial control
programmes intiated; safe blood transfusion progmam center was
established.

The department has found a positive response tergavernment of Khyber
Pakhtunkhwa about budget acceptance. The chargggtude has helped the
health sector exceed its potential. Over the pastylears, the budget for the
health department has been increased from Rs.16%&l9nillion to Rs.21,
576.133 million. With the introduction of the ¥8amendment, supervision of
the performance of government hospitals has ineea$he institutional
capacities of the hospitals rests in finding outhé health care service
providers are sufficient in infrastructure, tectogtal instruments, medicines
and staff. The government has provided the lage$inology for carrying out
the administrative operations smoothly. Medicines @elivered to hospital
sooner than other things.

Conclusion
The study concluded that the devolution of powertfe health sector has
been followed by the initation of promising changBsese changes were, an

increase in budget allocation, introduction of efifee laws and accountability
mechanisms, and improving the effectiveness andi@ities of state run
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health facilities. This study concluded that wotkom improving institutional
capacities, decision space and accountabilitysamdce delivery would raise
the quality of service delivery upto the optimumdk It noted that not only
de jure,butde factopower too contributes in bringing a positive changhe
devolution keeps the system motivated and henges elimproving service
delivery in a sector. The study found out that t#" constitutional
amendment in Pakistan has reshaped historic trentie provincial helath
statues. The provincial government has resultaddreases in the budget to
improve their Institutional Capacities, and Deaisi®@pace as well as
accountability of the hospitals. The service delpyvim the provincial health
sector been improved both quatitatively and qualety after the devolution
of power. Therefore, this study recommends that tleal service
transformation through devolution of power from ttahGovernment to local
political tiers is needed, which will expedite sdcsector development
through heath improments which lead to higher léushan capital formation
and economic development in Pakistan.
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Introduction

The global burden of Chronic Kidney Disease (CKbihtnues to increase
not only because of its higher prevalence of trawl#l causes, such as diabetes
and hypertension, but also CKD resulting from itifets and unknown
aetiology. Endemic occurrence of Chronic Kidney dase of unknown
etiology (CKDu) is reported in Sri Lanka, Banglalekdia, Nicaragua and
El Salvador. It has been a prevalent environmdatee national health issue
for two decades in Sri Lanka. As the term CKD irridgltural Communities
(CINAC) reveals, a close relationship is drawn hestw agriculture and the
particular socio economic status of the farmer@Kdu. It is the eighth factor
for mortality in Sri Lanka and reportedly was tlaise of 13.8 % of mortality
in 2017.

Research in this area claims tentative causes K@uCwhich include high

fluoride contents in groundwater, presence of texiproduced by

cyanobacteria in surface waters, particularly iesfiwater reservoirs,
excessive use of agrochemicals, consumption ofacainated (heavy metal
pollutants from agro-chemicals) and consumptiowater-based plants such
as nelum and kohila, and Tank fish. Some studies hgpothesized that high
concentrations of Cadmium, Arsenic, smoking tobaegoessive dehydration
in the work environment of farmers, and genetiadm@osition are factors
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contributing to the prevalence of Chronic Kidneys&se of unknown
aetiology. Numerous studies have been conducteal fayge of institutions
and researchers in relation to the problem. Howethere is yet to be more
research done in relation to this area, more spatif, the lack of identifying

definite causes hampers its diagnosis. Moreoverhmasearch is to be
conducted in exploring the terrain of the socioremuic aspects of the
disease. This paper aims at reviewing existingditee in this area.

Objective

Given this background this study is attemptingaeiew available literature
on the socio-economic aspects of CKDu in Sri Laaskavell as other countries
in the world.

Methodology

Information for this review is congregated usingrjual articles as well as
book chapters from Medical, Science, Environmesutal Economics sources.

Results and Discussion

Main studies conducted in Sri Lank&eerasekara (2017) observes, in a study
conducted in Kabithigollewa, indicants of CKDu kginmale farmers, who
have high risk of CKDu, with a mean age of 60 yeMtajority of patients
have earned a monthly wage of Rs. 10,000/= andleserved to have scarcely
completed education from grade 1 to 5. The studkesal a pattern where
poverty endemic areas connected with the agramantipes and lifestyle,
have a close relationship to CKDu. The author ersizea educational level,
awareness and occupation as factors for the pesitggh of CKDu.
Ranasinghe et al. (2011) give a detailed analylstteoprocess and cost of
hemodialysis in Sri Lanka and give a proper framdgvior modeling financial
audits. Senanayake (2018) discusses physical sgffand has validated the
Chronic Kidney Disease Symptom Index — Sri Lank&jciv attempted a
guatification of symptom burden compounded throtiyh prevelance and
perceived severity of the disease. It also disaugsgchological suffering due
to effects of the illness, changes in family dynesriunctional restrictions etc;
social suffering, suffering of family, economic fring, hospital admissions
costs, household costs of dialysis patients andepépns regarding kidney
transplant within the CKDu affected community. Capret al. (2019)
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investigate water quality of groundwater in Norten@al Province and its
suitability for drinking purposes in the dry zonk Sri Lanka. This study
introduces Water Quality Index (WQI) and reveakst thnly 3.8% in the wet
season and 2.6% in the dry season are categorzeexeellent WQI.
Wijewickrama et al. (2019) try to determine a mleltel clinical case
definition that is simple and easy to apply insowgce poor setting and allow
participants, CKDu experts, nephrology specialisigerts on primary care,
to diagnose CKDu at different levels of specificityhe definition is based on
international clinical standards and laboratoryecia and thus can be used to
detect CKDu across communities and regions.

Main studies conducted in other countridehnson and Sanchez - Lozada
(2013) provide new findings from first renal biogsiof patients with
Mesoamerican nephropathy; exposure to agro-chesnidatavy metals,
silicate, intake of fructose-rich soft drinks, usé non-steroidal anti-
inflammatory drug (NSAIDs), tobacco use, and nignial factors as
suspected causes. These causes are repetitivesvOKDu affected areas in
the world and is endemic to a certain socio-econgmaxis. Hossain et al
(2009) discuss how poverty and social deprivaticn kanown to affect the
predisposition, diagnosis and management of CKDsthfies that that the poor
and socially deprived have greater prevelanceridreage renal disease and
lesser access to renal care, dialysis and trartgpilam LOpez-Marin et al.
(2014) characterize the histopathology of CKDu afignts in Salvadoran
agricultural communities. It identifies morphologicchanges in different
stages in the evolution of CKDu irrelevant of agex and occupation.
Abraham et al. (2016) discuss hotspots of CKDurin_8nka and India and
draws race and environment as factors for CKDerdls an emphasis in the
discussion of Nephrology care provided in Bangladbxlia, Pakistan, Nepal,
Bhutan and Sri Lanka. Orantes-Navarro (2017) dsbypotheses of CINAC
aetiology, the toxic exposure in agrarian sociedies heat stress due to regular
episodes of dehydration, contaminated environmant the absence of
CINAC in hotter northern Sri Lanka, Myanmar, Cublaene agro-chemicals
are scantily used. Ramirez-Rubio et al. (2013) gey@demiological,
astrological and public health dimensions of CKDlaviCaplin et al. (2018)
presents a framework for the collection of dataltow CKDu detection to be
reproducible and for new studies. The study obsetw® issues at present,
firstly, the scarce and poor quality data collettio many CKDu endemic
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areas and secondly, the difficulty in differentigtiwhether the recorded
kidney disease is due to CKDu, where a CKDu bid@ss/already provided a
diagnosis.

Conclusion

Definite causes for CKDu is constantly debated gnrésearchers and
professionals and the causes are, to date, seputaiuses. Counter- research
shows there is yet to be more substantial evidenpeve that agro-chemicals
have a strong relationship with CKDu. Most studiapport the argument of
the relationship between CKDu and water qualityagrochemical usage.
However, available literature are only incorporgtimedical or scientific
reasons to identify the causes of it. In thistegty more studies are required
after incorporating socio-economic, historical, gisylogical and cultural
variables to identify real causes of CKDu in theirmoy. Moreover certain
researches, such as Jayasumana (2017) are adarpaone one factor, such
as agro-chemicals, as pivotal for CKDu while ndvateng the possibility of
the multifactorial origin of CKDu. Specially, theiis still aneed of more
research on the case of CKDu and positive stegsasicollaborative research
among different researchers, institutions and $tolclers.
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Abstract

Many microenterprises in developing countries Hagé returns to capital, but also
face risky revenue streams. In principle, equitiersf several advantages over debt
when financing investments of this nature, butubke of equity in practice has been
largely limited to investments in much larger fitrrifge develop a model contract to
make self-liquidating, quasi-equity investmentsiiicroenterprises. Our contract has
three key parameters that can be used to shifbeskeen the entrepreneur and the
investor, resulting in a continuum of contractsgiag from a debt-like contract that
shifts little risk from the entrepreneur to a pteeenue-sharing contract in which the
investor absorbs much more of the risk. We theontepn a proof-of-concept trial
carried out by an investment partner, which made mvestments averaging $3,800
in Sri Lankan microenterprises. This pilot demoatgts that our contract structure
can work in practice, but also highlights the diflties of micro-equity investments
in an environment with weak contract enforcement.

JEL Classification code$12, 016, G21.

# The full version of this paper is available as WdBank Policy Research Working Paper
No. 8799 (April 2019) attttps://www.worldbank.org/en/research/brief/world-bank-policy-
research-working-papers
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Abstract

This paper investigates the problem of entreprestgpi(more precisely, the issue of
business expansion) in industrially backward regi®ith the example of the typical
entrepreneur who is limited to market its produrcthie region and with no export
business, we model his/her mindset using regredebaiecision-making with a
regional dimension. The way we implement this isotigh a region-specific
counterfactual thinking (rCFT), which measuresdkient of regret in the mindset of
the entrepreneur in doing business in that regientd lack of outside options. For
such an entrepreneur, it is likely that there dIsignificant negative rCFT which is
attributable to difficulties of doing business iparticularly backward area. We find
that rCFT is related to the perception of risk @ing) business for entrepreneurs from
a primary survey in an industrially backward staiténdia (Bihar). Literature shows
that with a high perception of risk, expansion afsibpess is unlikely. This
investigation shows that experience and informatiooess mitigate this negative
affect and therefore, this kind of exercise hasarclgolicy implications for the
development of entrepreneurship.

Keywords. Region-based counterfactual thinking (rCFT); Affbased decision
making; Risk perception of entrepreneurs; Industoeckwardness.

Introduction

A large body of literature exists on entrepreneistarting with seminal work by
Schumpeter (1934) continuing in the neo-classicalnsiream with studies by
Kihlstrom and Laffont (1979) and Baumol (1993),tlre discipline of economics.
Recent advances in entrepreneurial research haporated the important question
of entrepreneurial identity; for instance, Murnieksd Mosakowski (2007) which
assumes an important dimension in industrial spadedow business concentration
and therefore, sparse business networks. Defimirg@eneurial identity as a set of
beliefs “commonly” held by the population and @mhalized by the cognitive
processes of the entrepreneur, the literature paint its relation to roles that are
attached to this identity. In a sense, these ralesign meaning to the term
entrepreneur. A comprehensive view of these rolemes from Shane and
Venkataraman (2000), who interpret an entrepre@sua person engaged in the
discovery, examination and exploitation of oppoitigs. We contend that roles are
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not sufficient in themselves to provide a meanihgfterpretation of entrepreneurial
identity. We argue for the incorporation of thetsgdaontext in the definition of who
is an entrepreneur. The specific manner in whichdeehis is mentioned in the
research questions below.

Research Questions

In this paper, we investigate the following resbagaestionHow does the region
influence behavioral attitudes of entrepreneursfis overall question is discussed
in the specific context of regions which are naustrially developed. Essentially,
the entrepreneur’'s market size is limited to thendstic market and is assumed to
have limited outside options. There is a largeditere on forced entrepreneurship,
where lack of other opportunities leads to the pation of entrepreneurship. Add to
this the problem of a limited market size. This Kehop, though very narrowly
defined, marks the regional realities of doing basg in many small towns and cities
in India and other developing countries. In thetegnof limited outside options, the
entrepreneur has to face the uncertainties of dbusiness and decide on future
business plans. Entrepreneurial behavior that westigate is the decision-making
regarding expansion of business in a region wighattributes that we discuss. We
borrow on the literature on regret-based decisiaking from behavioral decision-
making to work out a theory of entrepreneurial kivig along the following precise
lines:When does an entrepreneur display negative coauteidil thinking (CFT) in
their decision-making due to regional constraimtsg(on-based CFT or rCFT)?;
What is the effect of this kind (negative CFT)ftéa in entrepreneurial decisions?;
What factors influence rCFT?

The rest of the paper is structured as followstigedl presents the relevant review
of the literature along with the contribution oktpaper to the literature, section Il
discusses the methodology of the paper, sectialiddisses the empirical claims and
results and section V concludes.

Literature Review

Is it possible for a regional government to fostetrepreneurs in a region with very
little entrepreneurship and low industrial base? ahswer this, we integrate the
notion of entrepreneurial identity with the litare¢ on entrepreneurial cognition,
mostly emotional/affect-based decision-making. Véey papers have clearly
pointed out the link between the identity based #m&l cognitive approach to
entrepreneurship, which is critical for the contihdt we are interested in whereby
ordinary individuals become active entrepreneudfiicult business environments.
One exception in the entrepreneurship identitydiiere is Burke (2004). By likening
the process of entrepreneurship to control systemsorcefully links identity with
counterfactual thinking (CFT). He defines the psscef entrepreneurial identity as:
“A cyclical process occurs when an individual takesne action, views that action,
evaluates the results in comparison with the stalsdambodied within an identity,
and then incorporates this new information to mptit or her behavior to improve
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the expected results.” Behavior is continually ralte until feedback matches the
identity standard (Burke 1991a). A perfect matcults in self-verification leading
to a variety of emotions (ranging from satisfacttonelation) depending upon the
context. When the match fails to take place, setffication fails leading to cognitive
dissonance and varying levels of distress (Burk&lh® The in-built identity(ies)
then motivate behavior modification until feedbanktches identity standards, so
that the individual can avoid distress associatid thie lack of self-verification and
enjoy the positive outcomes where self-verificaimachieved (Burke 1991b).

How does regional/local contextualization matterdefining identity? Our paper
shows that this aspect of local identity shows mp iparticular kind of cognitive
counterfactual thinking (CFT), particularly in regs with poor industrial
infrastructure and outcomes. To build this contexgé, borrow the definition of
entrepreneurial identity from Haynie et al. (2008ho define entrepreneurship as a
process of envisioning the future. This procesessarily entails CFT of the kind
“what might have been had different actions beetetilaken or had circumstances
been different”. However, CFT is a broad collectioh cognitions that an
entrepreneur engages in situations of stress, ssedoout earlier (Baron 2000,
Markman et al. 2005). CFT is in a sense a displaygnitive dissonance and allows
the entrepreneur to explain away unpalatable outscand situations to themselves
in order to move ahead (Wadeson 2006). Thereford, kelongs to the class of
regret-based decision-making models. There are nkamys of CFT and it is
therefore unsurprising that the empirical evideabeut entrepreneurial CFT is not
conclusive. While some researchers (Baron 2000 ghat entrepreneurs do not
engage in as much CFT as non-entrepreneurs, Gaglidatz (2001) and Gaglio
(2004) in fact show that entrepreneurs have vergptex thinking processes and
engage in significant CFT. It is at this point re titerature that we start working by
picking up a very precisely defined type of CFT jethis linked to an entreprenésr
regional identity and show its effect on behavidrich we again define narrowly as
entrepreneurial risk perception, which papers aglgitkin and Pablo (1992) and
Sitkin and Weingart (1995) show are crucial in ttigk-taking behavior of
entrepreneurs.

Contribution to the Literature

The literature review section above clearly shohat tentrepreneurial decision-
making has been studied in the behavioral economiesature using various

heuristics, one of which is regret-based decisiakimy. Counterfactual thinking or

CFT is one of the possibilities of depicting affeeised decision-making. Most of the
literature considers CFT per se, without qualifyingith other factors that are the
likely generators of CFT in entrepreneurial minds&¥/e introduce the notion of
region-based CFT or rCFT as a concept that captheesotion of regret due to
constraints posed by industrial backwardness efj@n in entrepreneurial decision-
making. Using this concept, we contribute not dolyhe literature on regret-based
decision-making but provide a different answerh®e $tandard question of why do
small businesses not expand in developing counffigs leads to dual structures of
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large and small businesses co-existing with ealsérott is not the problem of lack

of infrastructure support such as finance for wagktapital that alone is responsible
for non-expansion. The entrepreneurial mindset,clvigonsiders environmental

variables in a particular way, determines whetherad business expansion is likely
or not. We show that as an entrepreneur gains iexper and has region-specific
knowledge of supply chains affecting their busineke negative affect in doing

business and perception of risk goes down. Hemoespective of the objective

constraints in running a business in an indusyrialhderdeveloped region, an
experienced entrepreneur has positive affect im thimking, which leads to plans

for business expansion. It is for the novice emeepur, who lacks region-specific
knowledge, which negative affect and high risk-petmn in business operations
predominate.

Methodology

We present here a theoretical framework that iniced the concepts of non-physical
costs as well as rCFT. Using this, we test theiptieds for a set of entrepreneurs in
an industrially backward state of India, Bihar.

Theoretical Framework

Suppose that a region B is backward industriaflygontrast with another region N
that is relatively more advanced. What we meannbystrial backwardness is that
the industrial ecosystem (as defined ifilék 2018) is not developed, resulting in
multiple obstacles in accessing finance or cleasma start or expand business. Our
focus is on the small entrepreneur in such a regtontemplating expansion of
business. How does such an individual decide omrdutourse of actions, given
her/his experience with the difficulties with theegron’s infrastructural
backwardness? To bring out the results in sharusfoeve assume that the
entrepreneur cannot export his products and is t@ned to sell his/her
products/services in the local market.

Assumption 1. The typical entrepreneur in regiois Bot able to export to regions
outside B.

Among many possible reasons, we highlight the camgs posed by clearances and
finances for satisfying certification and labelistgandards that are a challenge in
region B. This is very much the case with the pssed food market, where
industrially backward regions have large sourceagsi-output, but infrastructural
issues imply that processing industries are locatestly outside these regions. This
assumption ensures that there are no externailitie€FT. All the actions of the
entrepreneur is tied to regional realities, withexternal influences. Now, consider
the mindset of this typical entrepreneur. We ugentition of regret-based decision
making and highlight that most of the decisionshaf entrepreneur will be marked
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by a rCFT (region-specific counterfactual thinkinghe way we model rCFT is
through the question:

Would the entrepreneur expand his/her businesggion B had he/she not been a
native of that region?

Why do we frame the question in this manner? Egdbntwve are probing the nature
of regret in the mindset of the entrepreneur wh@sto a backward region with its
own demand and infrastructure constraints. Beimgefth to operate out of a region
like B, any failures in business expectations lelyi to be reflected in the
entrepreneurial mindset through a negative ematftagt. We model this negative
affect through this question. An answer suclyas, | would not do business in this
region had | not belonged to this regiofstings out the negative affect/sense of
frustration of having to locate in region B rel&tiwo some other region N. An answer
such as'no, | would still do business in region B everi iffere not a native of B”
brings out positive affect. It also stands testignfmn the innate potential of the region
to foster entrepreneurship (maybe in terms of plelei of raw material resources).
Any answer which is indeterminate or uncertaine@ absence of rCFT in this
framework. How do we find out how this theory wilbrk in real-life settings? We
need to link rCFT with some standard notion, siepexception of risk to work out
empirically testable hypotheses. We did this far itdustry of food processing in
Bihar, India in 2016-17 through a primary survekisiregion (Bihar now represents
B in our theory) satisfies the conditions of indistbackwardness (see Mukherji and
Mukherji 2015, for instance) that we describe. Rertdetails on this are in the
following section.

Empirical Test of Theory: Primary Survey among Entrepreneurs in Bihar,
India

We derive our estimates of rCFT and risk perceptimough an empirical exercise
using a primary survey among formal registeredsuipiartnerships as well as limited
liability companies for a total of 76 units) in Bihin 2016-17 as part of an IGC-
funded project “Study of the Food Processing SeatBihar”. There is no published
literature attempting this exercise for Bihar ammbreé are many difficulties in

contacting individual entrepreneurs through survfgs instance Munshi (2010)

details the difficulties of surveying entrepreneumsthe diamond trading and
polishing industry). We selected the food procegsimustries for conducting our
survey, as Bihar has a natural input advantagering of agricultural raw materials.

Our sampling method is based on snowball sampdimgiscussed in Noy (2008) and
Newman (2018). This sampling technique is non-ranided and appropriate when
the population is not known with certainty (for exale, for hidden samples and
networks). It is impossible to note at a pointime the total number of functional
units unless the scale of the survey is very lasgeh as the ASI (Annual Survey of
Industries). Given continuous entry and exit, exdata on the population of
functional units is a rough estimate. The primaggson is that there is no legal
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restriction on an exiting firm to inform any authtgithat it is leaving business in any
state in India. Lack of an industrial exit policgshexacerbated this problem. This
problem apart, we found in our initial interactiomish one of the prominent business
association in the state (Bihar Industries Assamia(BIA)) that no individual
entrepreneur would be forthcoming in their intewsaunless given a proper reference
for the surveyor, similar to the problems mentioireiunshi (2010). We conducted
a mixture of telephonic and face-to-face intervieafentrepreneurs mostly from
several districts in Bihar (such as MuzaffarpurtnBaGaya, Nalanda and Hajipur
etc.). Two of the units surveyed resulted in managmterviews and not that of the
original entrepreneurs and hence were not incluoiedhe final sample for
understanding perception of risk.

Defining Risk Perception and rCFT in Entrepreneurial | dentity

As investment behavior and industrial outcomesdaineen by perception of risk,
rather than objectively measured risk, we focushervariable of perceived risk. As
mentioned earlier, we define the perception of misoing business as combination
of production, marketing and security of properhaltenges that adversely affect
profits. We do not segregate between differentdygfebusiness risk, rather the total
risk in operations (as a combination of productiorgrketing and protection of
investment). We measure risk perception through igtruments: (i) as a single
variable that adversely affects profits of the gmise: we measure this in two ways:
one, as a direct scale measure of risk perceptidrsacond as a categorical variable
with two categories (low risk and high risk). Thrsfis a scale measure of perception
of total risk for an entrepreneur. It is measuradacscale of zero to five, with zero
reflecting very high-risk perception and 5 reflagtiminimal risk perception. The
categories 1 and 2 reflect high risk perceptiotugéess than or equal to the average
of 2.5) and low risk perception (value greater tBas) respectively. The cut-off of
2.5 is based on the mean value from N=72 validaiesgs for this question. We refer
to this categorized measure as the “risk code".

(i) through a location-specific counterfactual: a8ihar-specific issue that would
not be present, had the entrepreneur been opeiatiamgother state. We asked the
entrepreneur whether he/she would do businessharBiad he/she not originated
from Bihar and was an outsider. This, as we disissirlier, is a direct query about
the nature of rCFT in the mindset of the entrepuene

Testable Empirical Claims and Results
Given our research objective, our testable empicieams are:
HO. Entrepreneurial identity generated by domic#eate of the entrepreneur

(measured through a location-specific counterfath@#T) is correlated with risk
perception.
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Hla. (Business Specific Linkage) Risk perceptiom (@CFT) is a function of the
specific sub-sector in which the entrepreneur ofgeza

H1b. (Resource Specific Linkage) Risk perception (@CFT) varies according to
enterprise size, land holding and access to finance

Hlc. (Attribute Specific Linkage) Risk perceptiamd rCFT) varies according to
father’'s occupation or entrepreneurial experience.

For our sample of entrepreneurs, we find evidendavor of the first claim alone,
and not the others. As Table 1 clearly demonstratesepreneurs with negative
affect (as expressed by a negative rCFT) also hdugh perception of risk. This is
the opposite for those with positive rCFT. Entreygners with no rCFT reveal no
identifiable pattern with respect the perceptiomisk. It is surprising for us to find
that there is no empirical support for any of thieeo empirical claims, particularly
H1b. or Hla. The nature of business (the sub-settfood processing, such as dairy
or grain-milling, do not influence perception aofkidirectly. Is it the case that rCFT
is a sufficient statistic, which already accounts these other effects on the
perception of risk.

We find some support for such an argument, as meetfiat the perception of risk is

as we find low risk perception is strongly assamiatvith more experience of the
entrepreneur (Saha, 2019). Additionally, in Tahlev& find that more memberships
in business associations. Hence, it is likely thédrmation access, facilitated by

membership in associations and experience of ttregreneur mimic much of what

is reflected in the other hypotheses. In fact,ighis line with what we claimed earlier:

entrepreneurial experience can roughshod over rirdrastructural problems in a

region such as B. For a seasoned entrepreneyretbeption of risk is no longer tied

to the constraints of the region. Rather than megatffect, such an entrepreneur
reflects positive affect and has plans for busimeg@nsion.

Table 1: Risk Code * rCFT Crosstabulation

Risk Code rCFT
(RC) Uncertain No Yes Total
(no rCFT) (negative  (positive rCFT)
rCFT)
Risk Code 1 (High R) 6 23 5 34
Risk Code 2 (Low R) 4 17 16 37
Total 10 40 21 71

Source: Author’'s own publication in the Athens Jalrof Business and Economics,
2019 and the IGC Report on the Study of Food Pricgsn Bihar.
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Table 2: Risk Code* Membership Crosstabulation

Association Business Association Membership
Membership RC1 RC 2 Total

(High Risk / %) (Low Risk / %) (%)
Zero 21 [0.55] 17 [0.45] 38 [100]
One 11[0.41] 16 [0.59] 27[100]
More than 2 [0.33] 4 [0.67] 6 [100]
One

Source: Author’'s own publication in the Athens Jalrof Business and Economics,
2019 and the IGC Report on the Study of Food Psacegsn Bihar.

Conclusion

Regions with industrial backwardness pose spehallenges to the development of
entrepreneurship. We try to understand the coreoreafor non-expansion of
business by entrepreneurs in such regions, usgrgtrbased decision-making (the
notion of rCFT). While negative rCFT and high ris&rception are present in our
empirical data, we rely on existing literature tmclude that it is these entrepreneurs
(without significant experience) who would not Iéerested in expanding business
in such regions. With more sources of informatimeihbership in associations) and
experience, the results are likely to change.
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Introduction

The efficiency of allocating and using public fircéad resources remains a subject of
great interest for academic and political environtpas well as for the civil society.
Numerous studies and researches were dedicatechalgzimg public sector’s
performances and the efficiency of using publioteses (Afonso and Kazemi, 2016;
Emrouzenjad, 2014; Afonso et al. 2006). Most ofdss are focusing on the
efficiency of governmental expenditures and upoa tiixation system used for
collecting public revenues. Institutions as Worlahk, International Monetary Fund
and others alike are expressing their concernstajmmernments’ lack of efficiency
and productivity. It is easy to understand thabantry which increases output will
spend more, yet increased spending should beeasfti(Peacock, 2004). Afonso et
al. (2006) considers there are two ways of spendingic resources, respectively
with wrong goals and with correct goals. To estdblthe efficiency of public
money'’s allocation we need to establish the refabietween entries (inputs), exits
(outputs) and results (outcomes). Farrell (1950)ist the aspects of efficiency and
of public sector’s importance. The purpose of exjitenes’ allocation should be the
increase in productivity and efficiency, withoutnmmitting more resources and to
obtain maximum of results with minimum of resourc@ver the time this issue
attracted more and more interest from economistsvas studied ever in more detail.
DEA was introduced firstly in 1978 by Charnes, Gaognd Rhodes to become one
of the most used non-parametric methods to meadficeency and productivity in
using public or even private resources. DEA wasl is@reas where it is necessary
or useful to evaluate public sector’s results, aghospitals, health ensuring system,
education system, yet it can be also used in tivatprsector such as in banking or
financial sector.

Objectives

The main objective of our current paper is to armalyhe efficiency of public
expenditures for the 28 EU member countries usiagpEnvelopment Analysis
(DEA). The inputs are represented by the averageerall public expenditures as a
percentage into GDP for a 10 years period, respgtior the 2006-2016 period. To
identify the outputs we have followed public seqierformances for six categories:
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administration, education, health, distributiomfslity and economic performances.
Each category includes one up to three measures.

Methodology

Our current study has for main purpose analyzirgetfiiciency of allocating and
using of public financial resources in the 28 ElUnber countries, by the means of
Data Envelopment Analysis. The DEA method is a rhbdeed on frontier points.
We have chosen as an input measure the averadeofepablic expenditures as
percentage of GDP. The average was calculated 16 years interval (the 2006-
2016 period). For the output measures we have dieseppropriate the structure
realized by Afonso et al. (2006), as presentedaibld 1 below.

Table. 1: Public sector performance indicators

Public sector performance

Opportunity indicators “Musgraviainticators
Administrative 1. Disution

Corruption - Gini coefficie

Red tape 2. Stability

Quality of judiciary - Inflation (10 years average)
Shadow economy - Stabilitya®P growth
Education 3. Economic performance
Quality of math and science Unemployment

Health - GDdargrowth

Infant survival rate

Life expectancy

Source: Afonso et al. (2006)

To estimate public effects, we have calculated feasure called Public sector
performance (PSP). This measure has two compomnesfectively the opportunity
measure and thdusgravianmeasure.

Empirical results

Applying DEA for the sample made of the 28 EU menstates generated 2 efficient
countries (Ireland and Romania) for both the in@utd the outputs. Ireland has the
highest public efficiency score (1.29), followedRgmania with a score of 1.24 (see
Appendix no.1). Bulgaria can be deemed as effidigmnits-wise, whereas Lithuania
is efficient only from the output perspective. @& tEU founding countries, Belgium,
France, Germany, Italy and Luxembourg are locabee average, around the 0.8
value. They are all developed countries, with feghenditures, yet they obtain also
corresponding results. The real GDP growth brougibout an advantage for
developing countries. Figure 2 reveals countriastridhution according to their
standardized values of average input and outpidhles.
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Figure 2:The distribution of the 28 EU countries accordiadrontier efficiency
Source: data processed by the author

The Figure 2 displays the inclusion of all EU stainside the space bounded by the
frontier passing nearby the extremities points agpresented by two countries,
respectively Ireland and Romania. Ireland is regmted by the pair of coordinates
(0.893; 1.154). This country records the highestrage output index and below the
normalized value of 1 in case of input allocatiorhis proves that public
administration uses available financial resourcéh e best results in terms of
public services provided to its inhabitants. Alsgdted on the frontier efficiency
curve is Romania, which succeeds to register tlvedobinput, being very close to the
Oy axis. Romania’s coordinates are (0.817; 1.0B®th DMU’s mentioned are
located in the best quadrant (11), respectivelyffam the Ox axis (sustainable output)
and close to the Oy axis (low inputs).

According to Figure 2, Lithuania also seems to lz&qd on the efficiency curve.
However, the final efficiency score both in theutyriented case and in the output-
oriented scenario prove to be just a little bitowell. Thecloud bordered by the
frontier is made of 26 countries and their ineffrety degree is measured by the
distance to the frontier curve. The worst resulésracorded by the countries located
far right and way down, i.e. the countries whickrggpmore money (far from ti@y
axis) and generate unsustainable outputs (clostetdx axis) as compared to rest
of the countries. Greece, Italy, Hungary, Portugyad Croatia are placed in fourth
guadrant and may be included in the unsustainatdérefficient output typology.

209



Peradeniya International Economics Research Sympog019

Conclusion

The results show that developed countries, EU fetsdegister levels above EU’s
average in what concerns resource use efficienognaria and Ireland were found
to be the most efficient countries, respectivebythroduced the most possible output
for one Euro of input. The results have to be prieted cautiously since that does not
guarantee (especially in case of Romania) thatduatry delivers the best quality
services for its citizens. This is similar to th&atence between profitability ratios
and profit. A small company can have a return amtgepf 50% but total profit it is
only of one million Euro, whereas a big company daplay a ROE of only 9% but
having a total profit of one billion Euro. Apparbntthe smaller company is more
efficient but the shareholders of the bigger comnyme much happier. Nevertheless,
this does not mean that DEA is not an effectivérumsent to analyze efficacy and
efficiency, since the output measures cover a rdiffearray of areas and aspects.
Greece, Italy, Hungary, Portugal and Croatia acatked in the fourth quadrant and
this means that they are not very efficient (theyhdt generate the amount of output
required for the amount of input they use). Aldee tountries located below the
efficiency frontier should probably improve theffigiency to guarantee a better use
of taxpayers’ money. To improve the research, aréutine of study could be
represented by the diversification of the outpuasuges to include more qualitative
ones, including the results of direct polls and/eys.
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Appendix: DEA Results

Table 1: Results of the analysis

DEA results
Country
Austria
Belgium
Bulgaria
Czech Republic
Cyprus
Croatia
Denmark
Estonia
Finland
France
Germany
Greece
Ireland
Italy
Latvia
Lithuania
Luxembourg
Malta
Netherland
Poland
Portugal
United Kingdom
Romania
Slovakia
Slovenia
Spain
Sweden
Hungary
Average
Minimum
Maximum

Input
0.72
0.70
1.00
0.88
0.90
0.78
0.69
0.96
0.69
0.66
0.83
0.71
1.00
0.75
0.96
0.99
0.90
0.96
0.82
0.89
0.77
0.84
1.00
0.95
0.77
0.85
0.74
0.75
0.84
0.66
1.00
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Output

0.87
0.91
0.96
0.89
0.84
0.79
0.89
0.93
0.91
0.86
0.87
0.66
1.00
0.75
0.89
1.00
0.94
0.95
0.91
0.94
0.76
0.86
1.00
0.93
0.88
0.80
0.93
0.82
0.89
0.66
1.00

Public
performance

0.89
0.90
1.19
1.10
1.07
0.88
0.86
1.18
0.89
0.81
1.02
0.67
1.29
0.79
1.13
1.24
1.17
1.22
1.05
1.13
0.83
1.02
1.24
1.19
0.96
0.96
0.96
0.87
1.02
0.67
1.29
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