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Context

Political basis for 2005 Mahinda victory: rejection of
UNF “successes” (CFA and ‘Regaining Sri Lanka’)

Political Consolidation through parliamentary
defections and war-propaganda

From Privatisation to De-Privatisation (Telecom, Sri
Lankan Airlines, Insurance Corp, Shell Gas)

Public Sector employment strengthened
Public Sector salaries and COLA increased
Fertiliser subsidies maintained

Infrastructure-led development i.e. roads & highways,
bridges, power stations, ports, airport, irrigation and
dams

May 2009 conclusive military defeat of LTTE

Resettlement of Vanni displaced while demining
underway

Permanent state of emergency

Impunity for attacks on media and human rights
defenders

Aaseadine o

Divided, demoralised opposition
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Lowest level of strike action in decades
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Sources of borrowing and changing composition

Strategic Balance between China and India



2009 IMF Loan (Stand-By-Agreement)

1. Budget Deficit reduced to 5%
by 2011

2. Loss-making state enterprises
esp Electricity Board and
Petroleum Corporation to break
even by 2011

3. Increase tax revenues
(additional 2% GDP by 2011) and
simplify tax system

4. Financial sector regulatory
reform and re-capitalisation
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GOVERNMENT DEBT AS % GDP

(Sowrce: IPS, Sri Lanka: State of the Econonyy 2009, p. 36 & Central Bank, Arnuwal Report 2009, p. 140)

% of GDP | 2009 | 2008 | 2007 | 2006 | 2005
GoSL Debt
(Foreign + | g8¢.0 81.1 85.0 | 87.8 | 90.6
Domestic)
EQEeich 365 | 328 | 371 | 375 | 39.0
Do 0.8 | 483 | 470 | "s0l3e516




EXTERNAL DEBT

(Source: Economic & Social Statistics of Sri Lanka 2010, Table 1.1

2009 2008 2007 2006 2005

TOTAL US$18.662 US$15.107 | US$13.989 | US$11.981 | US$11.354

EXTERNAL | billion billion billion billion billion
DEBT

PER- US$913 US$748 US$699 US$605 US$579
CAPITA
EXTERNAL
DEBT

PER- US$2,053 | US$2,014 US$1,634 US$1,421 | US$1,241
CAPITA
INCOME

(GDP)




DEBT SERVICE

(Sowrce: Central Bank of Sri Lanka, Annual Report 2009, p. 8& p. 142)

2009 2008 2007 2006 2005
DEBT SERVICE
pAvMENTS | US$1.04 | US$1.525 | US$1.232 | US$1.08 | US$62
3 bn bn bn 0 bn 3 mn
DEBT SERVICE
RATIO 19.0 15.1 13.1 12.7 7.9
(% OF
EXPORTS OF
GOODS AND

SERVICES)




DEBT INDICATORS: SAARC

Source: Economic & Social Statistics of Sri Lanka 2010, Table 14.8

External
Debt

(US$mn)
2006 1,654 20,491 713 175,540 477 3,409 35877 11,981

2007 2,054 22,033 775 220,956 562 3,645 40,680 13,989

External
Debt
Service/
Exports
Ratio

(%)
2006

2007




FOREIGN LOANS & GRANTS
(Net Receipts)

Source: Sti Lanka Socio-Economic Data 2010, Central Bank of Sri Lanka, p. 84

SOURCE
(Loans in US$ mn)

Asian Development Bank

International Development
Association

Japan
South Korea
China

Others

SOURCE
(Grants in US$ mn)

Asian Development Bank
Japan
United Nations

USA
Others




2009 Foreign Financing (committed)

Source: Pre-Election Budgetary Report, Ministry of Finance and Planning, p. 21

DONOR USs MN

China 1,206.7

Asian Development Bank 423.7

World Bank (IDA) 241.8
South Korea 76.3
Hungary 70.2

UN agencies 50.7
Netherlands 36.7
Kuwait 34.1
India 20.1

Sweden 19.6
Japan 19.5




MAJOR DONORS / PROJECTS (signed in

2009)

Source: Pre-Election Budgetary Report, Ministiry of Finance and Planning, pp. 22-2.

DONOR

PROJECTS

Asian Development Bank

* Dry Zone urban water and sanitation
* Clean Energy and Access improvement
* Eastern and North-Central provincial roads
* Greater Colombo wastewater management

China *Puttalam (Norochcholai) Coal Power plant Ph IT
* Colombo-Katunayake expressway
» Hambantota Port bunkering facility and tank-farm
World Bank *Community Livelihood and Development
*Health Sector Development
South Korea * Ruhunupura water supply
Hungary *Water Treatment plants
** Dredger and mechanical equipment
Netherlands * Disaster management and emergency response system
Kuwait * Kaluganga development project
India * Humanitarian assistance for Northern and Eastern provinces
Sweden * Rural Electrification
Japan Solar electricity project

*Food Security project
*Anuradhapura Teaching Hospital improvement







2011 Budget: Neo-Liberal Course

High-Growth Model (8% target reaching

Intensification of export-orientation (tea,
rubber, garments); remittances from migrants;
tourism

FDI promotion through export-processing
zones and BOI incentives

Income Tax on exporters reduced from 15% to
12%

Income Tax on profits of export industries
reduced from 35% to 28%

Income Tax on tourism-related earnings
reduced from 15% to 12%

Tax on profits of banking and financial services
sector reduced from 35% to 28%

Electricity Tariffs to be increased by 8%

Taxes on
External Trade
211.8

Srants
226

Total Expenditure: (Rs bn) 1419.9

Public Salaries anda
Investment ";’ages
4137 s

Other Goods
and Services interest
1117 | 3538

Subsidies and Transfers
Z07.3

Public Investments: (Rs bn) 413._ 4

X e

Port & Aviation

FETR N e Development of
Infrastructure ENckaca s







