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In spite of many criticisms against the
advices of the World Bank on economic
management of developing and emerg-
ing countries, the comments of Mrs Sri
Mulyani Indrawati, the managing direc-
tor of the World Bank made on Sri
Lanka’s economy seem to be quite sig-
nificant and the government of Sri
Lanka needs to listen to such com-
ments. After ending civil war in the
country Sri Lanka has been gained
remarkable dividends in various sectors
of the economy. There is a visible eco-
nomic progress in Sri Lanka although
the desire of wonder of Asian so far not
been achieved. The sectors of the
economy that dividends are gaining
obviously subject to external socks
because when international economy is
in a good shape, Sri Lanka’s tourism and

building sectors are probably boosted and

these two sectors growth has a positive
relationship with the world’s economic

growth and the government needs to aware
of that. Sri Lanka has no control over exter-
nal socks; therefore, it requires focusing on
the strategies that would minimize the
adverse impact of external socks concen-
trating on a strong macroeconomic stability
in the country and if any external socks
come near future how to deal with them.
The dividends of Tourism and Building
industry could be minimized to some extent
by manipulated external socks of interna-
tional politics too.

Sri Lanka still has many serious barriers to
sustainable economic growth and macro-
economic stability, which is related to gov-
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ernment spending, is worthwhile subject
that the government essentially requires to
concentrate on, if we are talking about
external socks. External socks hit hard to
economy in short term. Unemployment,
high interest, less savings, increasing trade
deficit, increase in borrowings, and decline
in rupee value are some of adverse effect
of external socks

Economic advisors to Sri Lanka’s govern-
ment always express that the budget deficit
is in a manageable level, however, practi-
cally it cannot be seen that the government
economic policy is in a position or has been
taking effective measures to control budget
deficit. According to economic philosophy
of Sri Lanka’s government, it has not been
able to get away from old school ideology
on the economic management. Since 1956

political changes, Sri Lankan administrators’
mentality invaded by misguided economic

policies against the market economic system.

That is why Bandaranaike regime cancelled
the Four Year Development Program in 1954
and replaced by the Ten Economic Plan with
vicious ideology and depending on inward
looking import substitution strategies. When
a government is achieved political control
over the country, it should concentrate on
economic freedom and control measures to
maintain and advancement of confidence of
investors. The becoming economic operator
by the government is an old school philoso-
phy of Bandaranaike regime and the moder-
nity of government economic management
should be based on market economic strate-
gies and making right policies playing regula-
tory role while pushing the economic opera-
tions to capable private investors. The old
economic philosophy leads to fiscal imbal-

THE WORLD BANK’S COMMENTS ON

ance increasing gov-
ernment spending for
a long time. The cur-
rent reality in Sri
Lanka contradicts
with economic advis-
ers view that man-
ageable level of
budget deficit.

The statistics of
Central Bank of Sri
Lanka indicates that
the budget deficit in
2011 was US § 3.47
billion (Rs 468865
Millions) and foreign
debts US $ 17.25 bil-
lion and domestic
debts US $ 38.02 bil-
lion and total indebt-
edness is US $ 55.27
billion (Rs 5133365
Millions). The total
revenue of the gov-
ernment in 2011 was
US $ 311 million, which consists of US $
266.7 million tax revenue and the balance
from other sources. The expenditure of US
$ 1.146 billion consists of maintaining gov-
ernment sector and provincial government.
When compared to public revenue foreign
and domestic debts are very high.
Therefore, government economic advisors
views are quite misleading. When looking
at the government revenue and expendi-
ture structure, it is clear that the govern-
ment policy needs to address increasing
revenue and reduction in expenditure. In a
country where 20 million of population,
government annual revenue of US $ 311
million is a shameful to show the world and
it should be at least US $ 2.0 billion. In
Australia a small financial organization has
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