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Foreword

The covid-19 pandemic continues to threaten national health
systems and cause unimaginable human tragedy while
economies are confronted with unprecedented challenges.
It can be considered as the worst global crisis we have ever
encountered in our lifetime. As a covid-19 affected country, Sri
Lanka has become one of the 'success stories' in containing
and preventing the spread as a result of measures taken
promptly at the early stage and implemented by a committed
team comprising the entire public health staff, police and armed
forces under the direction of the President. What is equally
important now for the government is to overcome the challenge
of resuscitating an economy with virtually inactive sectors in a
timely manner. Covid-19 created crisis is a new experience for
everybody and dealing with such a virus affected economy would
be a totally new experience for policy makers, policy advisers and
public officials. Therefore, it may require new ideas, innovative
approaches, and deeper policy insights to fill the vacuum in the
economic policy literature.

Sri Lanka Economic Association (SLEA) is the professional
organization of Economists in Sri Lanka established in 1986
and incorporated by an Act of Parliament in 2011.The SLEA
carried out this special study on "Covid-19 affected economy:
Reflections of the SriLanka Economic Association" as the theme
is of urgent nationa! priority and importance. Write ups mainly
focus on short, medium and long term policy recommendations.
Policy initiatives proposed herein are in brief as interested
readers have necessary background knowledge to elaborate
them further to meet the country’s requirement.

The purpose of this study is to look at the sectoral performance
briefly and provide analysis and some thoughts, ideas and
recommendations inthe form of policy inputs for consideration of
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policy makers, policy advisers and officials in public and private
sectors.The study covers a wide range of sectoral issues of the
economy from those of growth, agriculture, industs Y, services,
MSMEs, external sector, fiscal policy, poverty alleviation, human
resources, State owned enterprises, fourth industrial revolution
and economic sustainability as indicated in the content page.
| wish to extend special thanks to Rev. Prof, Wijithapura
Wimalaratana, Vice president of the Sri Lanka Economic
Association, who initiated this study and also functioned as the
chief editor along with Mr. Sarath Vidanagama and Dr. Menuka
Udugama comprising the editorial board. | also wish to place on
record our appreciation of the contribution made by the paper
writers accomplishing their task within a very short period of
time.

We believe that the findings of the study will be of some value to
policy makers, policy advisers, public and private sector officials
who care deeply about resuscitating the Sri Lankan economy.

Dr. Upananda Vidanapathirana
President
Sri Lanka Economic Association
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The world Economic Forum based on diverse sources suggests
that the Covid-19 pandemic will remain in the world at least for
two more years. Even though the spread is slowing down, the
WHO warns, the virus will become an endemic in the same way
asHIVand theworld will have to live with it. The global economy
is projected a 5.2 percent contraction this year according to the
World Bank against the backdrop of the pandemic. The South
Asian economy will decelerate 4.1 percentin 2020, according to
the ADB forecast. The post pandemic global economic prospects
and challenges would not be the same as it was before.

Themagnitudeofeconomicimpactwillbe unevenamongdifferent
regions and countries in the world, mainly due to the scale of
exposure to the global economy. The shock is hitting hardest,
World Bank says, to countries depending on international trade,
tourism, commodity exports and external financing. The severity
of the impact will be shown by the growing unemployment,
poverty and hunger in the short run and the erosion of human
capital mainly due to interruption in education, healthcare
access etc. in the medium and long run. The opinions have been
expressed on the recovery process of the affected economies
in V, U, or W shape. In preparation of policies for exploiting the
economic opportunities while lessening the possible cost would
be a challenging task for many countries.

Sri Lanka has also been a victim of the origoing pandemic even
though the country has managed to control its spread to a great
extent with the far-sighted strategies of the President of Sri Lanka
and his dedicated team comprising of public health officials,
military personal and police personal. The unique feature of the
Sri Lankan pandemic management policy has been its human
face; it emphasizes the minimizing of human cost while taking
initiatives to safeguard the economy. The Central Bank of Sri
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Lanka maintains that the growth rate of the country will decline
to 1.5 percent in 2020 after exposing to the pandemic situation.
The country will also be burdened with multiple economic issues
such as unemployment, poverty, declining in per capita income,
deteriorating of living conditions, widening budget deficit and
mounting public debts etc. The most of those issues as well as
possible policies to manage the pandemic affected economy
are briefly discussed by the contributors of this publication.

The Sri Lanka Economic Association (SLEA) is the premium body
of economists of Sri Lanka. It was set up in the year 1985 and
incorporated in 2011 by Act of Parliament to undertake, promote
and facilitate economics studies; to prepare and submit reports
on issues relating to economic and social development; and to
assist in the formulation of effective socioeconomic policies to
uplift the economy. The current membership of the association
consists of eminent economists in Sri Lanka and beyond. It is
the responsibility of the SLEA to formulate economic policies to
revive the covid-19 affected economyas the forefront association
in economic affairs in the country. In order to keep the national
mandates for action, the SLEA has prepared a short document
to revive the economy covering the major economic areas of the
country.

The Sri Lankan economy had demonstrated its inherited
weaknesses even before the onslaught of Covid-19. The
policy makers need to prioritize core economic issues of the
country and address them to ensure the long-term sustainable
development. The SLEA as an independent professional body of
economists is dedicated to the socioeconomic development of
the country.

The editorial board of this volume would like to express their
unreserved gratitude to SLEA president and secretary for
arranging all the facilities to make this project a reality. The
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President, Dr. Upananda Vidanapathirana, patiently looks into
every requirement of the work uninterruptedly demonstrating
the true leadership of the association. The members of the
editorial board expressed their sincere gratefulness to all
the contributors for their persistent support and listening to
comments and rearranging their write-ups accordingly. The
editorial board also wish to place on record its appreciation
on the remarkable contribution made by Sinhala and Tamil
translators, typesetters, page setters and cover page makers of
this publication.

Rev. Professor Wijitapura Wimalaratana
Vice President
Sri Lanka Economic Association
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5. Regaining Construction Momentum

5.1 Introduction

The construction industry, one of the severely affected areas
due to ongoing Pandemic related issues, encompasses many
products and services directly linking all sectors of the economy.
They include residential, commercial and industrial structures,
education and health infrastructure, dams, bridges, roads,
highways, harbors, airports, etc. The technology pertaining to
this sector has to evolve and develop continuously to meet the
requirements of dynamic societies. This sector in Sri Lanka
contributed 7 percent to the GDP in 2019 and the annual
growth rate in the same year was 4 percent. The growth of the
industry would have been much higher, if the potential is fully
utilized.

5.2 Crisis in Construction Sector

The industry already adversely affected due to problems
such as the low quality raw materials; short supply of skilled
labor; delays in the settlements; non transparent practices
in the public sector; and the high cost of credit facilities, faced
a severe blow with the onset of the Pandemic. The industry
had lost many experienced professionals during the civil war.
It is in this adverse context that the Covid-19 affected the
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Reviving Covid-19 Affected Economy

industry causing, complete standstill denying employment for
the work force, which led to loss of livelihood. The enterprises
in the sector are facing difficulties in honoring their contractual
agreements and debts. The importers and sellers are also facing
the growing indebtedness due to the accumulated inventories.
The Immediate action is required to salvage the industry from
further destabilizing.

5.3 Policy Directions

i.Salvaging the Covid-19 affected industry: Need to provide: (a)
concessionsto genuinely covid-19 affected entities including
a moratorium  on accumulated utility bills, social security
payments; (b) protecting the industry from debtors; and (c)
concessions for equipment and raw materials.

il.Accountability and transparency: Accountability and transparency
in public sector contracts should be promoted to ensure the
quality, efficiency and sustainability.

ili.Honoring contractual obligations: The dues for construction
needs be settled once the projects are delivered satisfactorily to
ensure the sustainability of the industry.

iv.Compulsory insurance and pension scheme for workers:
Concessionary self-financed insurance and pension schemes
for all the workers in construction sector need to be provided.

v.Diplomas for construction workers: Many workers in the sector do
not have diplomas certifying competence. Thus, both employees
and the industry are adversely affected. Therefore, some timely
scheme to provide these workers with formal training and
suitable qualifications which can be introduced gradually.

vi.More Technical Institutes to train workers: There is a2 demand
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Regaining Construction Momentum

for qualified workers in the local and overseas markets. Public-
Private partnership in operating these institutions would be
effective.

vii.Lowering per unit cost of construction: In general, construction
cost in Sri Lanka is high. This adversely affects the growth and
development of the sector.

viii.Labor shortage: The sustained growth of the sector is checked
by the labor shortage. Hiring of foreign labor can also be allowed
but for short periods of time under strict rules and regulations
including visa restrictions.

ix.Bulk transport mode: Railways are the least cost mode of land
transport of materials in bulk such as sand, bricks, stone, timber
etc. Road transport may be kept to a minimum to reduce the cost
of construction materials in the market as well as minimizing
road accidents.

x.Promotion of local products: Promotion of the use of locally
manufactured quality raw materials and ensuring the quality
standards of importing raw materials. The quality timber imports
can be encouraged for the foreseeable future to protect the
local forests.

xi.Fake entities in the industry: Fake construction entities and
unqualified consultants are tarnishing the image of the industry
with unethical practices. The industry has to be protected from
such fraudulent entities.

xii.Promotion of maintenance culture: Promotion of maintenance
culture of constructions is needed for the sustainability.

Gunaratna, K. Locana
Jayathilaka, Ruwan
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