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INCOME DISTRIBUTION AND
POVERTY*

. INTRODUCTION

In the development literature of the recent past, Sri Lanka has
been referred to as a country where, at a relatively low per .capita
income level, respectable levels of human development have been
achieved and the fruits of material advancement have been made avail-
able to a wider section of the society than was the case in most devel-
oping countries, The egalitarian trends in relative income distribution
and relatively high social indicators in Sti Lanka, viewed as effects of
policies of intervention, at first, received the attention of a number of
Sti Lankan researchers [Rasaputram (1972); Lakshman (1975); Marga
Istitute (1975); Colombage (1976); Karunatilake (1974) and (1976)".
The period in which this research was mounted within the country
was also a period when an international effort was evident to combine
“growth with redistributive justice” and the Sri Lankan case came to
be examined with some interest (Jayawardane, 1974).

*  Thefirst draft of this paper was presented in a seminar at the Institute of Policy Studies in 1993.

The author is grateful to the discussants Dr. David Dunham and Dr. Jayadeva Uyangoda, and
other seminar participants for helped comments. A revised version of the paper was read and
commented on by Dr. Sisira Jayasuriya. The author acknowledges the contributions of all these
comments to the present state of the paper but absolve the commentators from any remamlng
errors of commission or ommission.

L. Itis perhaps correct to argue that this domestic interest in the issue gained prominece after the
publication of (Central Bank, 1974) which showed, in comparison to its predecessor (Central
Bank, 1964), a significant tendency towards equality in the distribution of income in the country.
The existence of a regime with socialist leanings in the early and mid-1970s with an explicit
interest in equitable income distribution may also have contributed to contemporary research
interest on matters pertaining to distributive justice.
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The special nature of the Sri Lankan experience in this regard
has attracted a wider attention and caused much controversy from
around 1977 with the appearance of a series of studies, most of them
in international publications, on the country’s welfare achievements
[Lee (19772) and (1977b); Isenman (1980) and (1986); Sen (1981a);
Sahn (1985); Edirisinghe (1987); Glewwe (1986); Bhallz and Glewwe
(1986); Ravallion (1986); Ravallion and Jayasuriya (1987); Pyatt (1980);
UNDP (1990)% There were underlying ideological overtones in all these
as well as the earlier set of writings on the subject’. Yet this extensive
discussion has helped a great deal in clarifying issues pertaining to the
theoretical and empirical analysis of the matters concerned.

A large number of the studies cited in the foregoing paragraph
are related to the then contemporary and the on-going debate sut-
rounding the effectiveness or otherwise of stabilisation and structural
adjustment policies (SAPs) advocated by the World Bank and the IMF
to achieve growth and equity in developing contries. The Sri Lankan
case, no doubt, raised general issues worth looking into in this global
policy debate. The country itself deregulated and liberalised after 1977,
adopting what may be called a package of SAPs. The question whether
these policies have led to worsening of the pattern of distribution of
income, wealth and opportunities therefore, has become one of do-
mestic policy relevance.

As it was the case in the related international debate, in Sri
Lanka too, the distinction between issues of relative income distrbution
and those of absolute poverty has made in the policy dialogue. The

2. At the time when the World Bank was promoting a “basic needs” orientation in development
policy the Sri Lankan “achievements™ in social justice, basic needs and social indicators re-

ceived favourable comment in its widely publicised annual Worl Development Report (World
Bank, 1980)

3. Those who suspected the applicability of the idea of automatic trickle down have argued in
favour of the intervention policy of Sri Lankan governments which attempted to lay a “safety
net” under the poor and the underprivileged. Those who believed in such automatic “trickle
down” and the efficacy of relatively unbridled market forces, on the other hand, tried to show
either that the so called uniqueness of the country’s experience with a “mirage” or that the king
of intervention used to produce the said results was less efficient than the mechanism of mar-
kets to achieve “growth combined with social justice’” One cannot avoid being struck by the
variety of conclusions and interpretations, found in the cited literature, based on the same lim-
ited date set from a few household surveys.
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argument widely presented has been that one need not be concerned
too much about a set of policies producing inegalitarian tendencies, in
so far as they promote economic growth with an adequate trickle down
so that there is a reduction in the incidence of ‘absolute’ poverty among
the people. In respect of the social impact of the post-1977 policies of
liberalisation, the trends in the incidence of poverty in the country
have gradually become an important issue in the domestic policy con-
text. Poverty alleviation, in fact became a major domestic policy con-
cern in the late 1980s and subsequently.

The paper focuses on the trends in povety in Sri Lanka follow-
ing its examination of relative distribution trends. It is noted that pov-
erty, in a rather fundamental sense, is a relative and also a subjective
phenomenon and that it may be perceived, defined and analysed by
different people on different criteria - material, cultural, spiritual and
so on. The focus in this chapter is restricted to its material aspect,
defining poverty as a condition of material deprivation. The extensive
and the rapidly growing literature on povety in the developing world
clearly shows up the wide acceptance of the concept of absolite pov-
erty based on the perception of:

an irreducible core of absolute deprivation... which
translates reports of starvation, malnutrition and visible hard-
ship into a diagnosis of poverty without having to ascertain
first the relative picture (Sen, 1981, p. 17)

A great deal of rescarch effort has gone into the quantification
of the numbers in poverty in Sri Lanka, defined as those without ac-
cess to such an “irreducible cote” of basic life sustaining requirements.
Section IV of the Chapter reviews this literature with the objective of
finding what policy lessons one could learn from this literature.

The issues raised in the debate about income distribution and
poverty in Sti Lanka since the 1970s continue to be relevant in Sti
Lanka’s policy scene in the mid-1990s. The policy question to which
an adequate answer is still being sought is that of how to achieve equi-
table growth and growth with poverty alleviation in the country. The
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Sri Lankan electorate has given its verdict over and over again in a
seties of post-Independence general elections that economic growth
without equity, social justice and poverty alleviatipn, as well as equity
and social justice without economic growth, is unacceptable. In spite
of voluminous research already available and extensive policy debate
that has been carried out, the Sri Lankan policy makers are yet to find
the policy formula to achieve the society’s expressed aspiration.

This study is basically a historical overview of the trends in
income distribution, incidence of absolute poverty and various social
indicators in the country over the recent past. It is based largely on a
literature review. There is no new, not already analysed, national data
set providing information about the subjects concerned. Instead of
trying to make any alternative analysis of the same limited data sets
which have their well known errors and omissions, the author attempts
to collate the material presented by different writers so far and to make
certain comments of a policy relevance which could be useful in the
on-going search for an effective and efficient policy model for the

achievement of the illusive goal of equitable growth in the Sri Lankan
context. '

The paper begins by analysing the trends in relative distribution
of incomes (section II). Trends in the size distribution of income as
well as distribution in terms of factor shares are examined here. The
section also includes a brief discussion of certain structural features of
the economy and trends in wage rates to facilitate the understanding of
the observed distribution trends. Section III deals with the spatial as-
pects of distribution, followed by a review of various existing studies
of poverty and poverty level measurements in Section IV. Section V
then goes into a discussion of the social groups in poverty in the
country, again basically on the basis of available studies. Section VI
focuses on some factors behind the per sistence of poverty in the coun-
try, while section VII deals with the behaviour of vatious social indica-
tors. The concluding section (VIII) tries to draw, from the foregoing
analysis, whatever lessons that might be useful in formulating policies
aimed at economic growth combined with equitable relative distribu-
tion and poverty alleviation.
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precise about the ume Ot this trend reversal. dInNce the structural and
institutional changes, and various redistributive policies of the early
1970s continued till 1977, with a major reform effort in the form of

4. Due to contemporary war conditions, Zone 3 (see Section III below) was not
covered in the survey of 1986/87. In order to achieve comparability across the
surveys of 1978/79, 1981/82 and 1986/87, the Report of the Survey of 1986/87
presents the data of the other two Surveys without the information pertaining to
Zone 3. In what follows, the data in various Tables for these three Survey
periods, are those with the exclusion of the information for Zone 3, obtained
from Central Bank (1993). There are no such adjustment in respect of the data
from the earlier CFSs - 1953, 1963 and 1973. In various Tables below in which
CFS data are referred to those for these three years are therefore, not compa-
rable to those for subsequent survey periods.
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