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MESSAGE FROM THE CHAIRMAN
University Grants Commission

It is with extreme pleasure that | write this message as
an economist to the Proceedings Book of the 1%t Annual
Conference on Business Economics 2020 organized by
the Research Center for Business Economics and
Development  Studies, Department of Business
Economics of the Faculty of Management Studies and
Commerce.

Since inception, the University of Sri Jayewardenepura
has been promoting prompt academic dialogue within its national role as a
center for excellence in research and innovation. Faculty of Management
Studies and Commerce in particular has been a dynamic and an appealing
Faculty in its way to become the center for excellence in management
education. Apart from the regular scientific forum and the annual
international conferences that are organized frequently by the Faculty, the
latest development is focused on publishing scholarly work of students in
undergraduate and postgraduate level studies. The minds and works of
students are vivid and colorful that they need a platform to unveil their
potentials. The research culture which has been long lagging amongst the
students of the Sri Lankan University system is challenged both by this
practice and the curriculum of the Faculty by making it a core course unit
for almost all the degree Programs. The University of Sri Jayewardenepura
has always encouraged Research by way of providing adequate grants and
other resources to all academics. It is indeed a pleasure to cater and
spearhead a University which comprises of academics with diverse and
flamboyant research interests.

Concluding my message, | wish to extend my best wishes to the Vice
Chancellor of the University of Sri Jayewardenepura, Dean of the Faculty
of Management Studies and Commerce and the Staff of the Department of
Business Economics for their throbbing efforts and plenteous contribution
to make this academic event a great success. | heartily commend the
Chairperson and the Conference Committee for their dedication and
commitment in organizing this event.

I wish the event every success!
Snr. Professor Sampath Amaratunge

Chairman
University Grants Commission, Sri Lanka



MESSAGE FROM THE VICE CHANCELLOR
University of Sri Jayewardenepura

It is with great pleasure that | write this congratulatory
note to the 1% Annual Conference on Business
Economics 2020 organized by the Research Center for
Business Economics and Development Studies of the
Department of Business Economics, Faculty of
Management Studies and Commerce.

Indeed, it is a cornerstone of any university and the
vision of the university leadership to see its institutions
having growing interest and potential in research which enables knowledge
creation and dissemination effectively. | am extremely delighted to see the
contributions and efforts made by my fellow academics in enriching the
student exposure to become budding researchers, exactly where most of the
other higher education institutes are lagging behind.

The University of Sri Jayewardenepura has been supportive for research
work conducted by its faculty and students while encouraging with grants
and resources by all means. | should also mention that the encouragements
by the AHEAD project have also supported the University to embark on
many new projects which were long pending due to inadequacies of funding
and red tape in financing.

The first ever Annual Conference on Business Economics is a milestone for
the university academic culture due to the vast scope and relative
importance of Business Economics as a discipline within the business and
policy making spheres of the economy. Thus the conference is expected to
bring about the innovative and timely solutions to the industry while
building a critique over the matters that requires policy review.

Finally, 1 would like to send my heartiest wishes and blessings to the
organizing committee and the members of the Department as they are the
strength and driving force behind all these achievements.

Wish you all the best in making this event a success!

Snr. Professor Sudantha Liyanage

Actg. Vice Chancellor
University of Sri Jayewardenepura
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MESSAGE FROM THE DEAN
Faculty of Management Studies and Commerce

It gives me great pleasure to pen down these words on
behalf of the first Annual Conference on Business
Economics 2020 organized by the Department of Business
Economics of the Faculty of Management Studies and
Commerce (FMSC), University of Sri Jayewardenepura.

With an illustrious history of 60 years dedicated to
scholarship, research and service to the nation, the Faculty of Management
Studies and Commerce of the University of Sri Jayewardenepura is
renowned as the pioneering, leading and largest Faculty for Management
education in Sri Lanka. Our faculty has been able to produce high quality
professionals, administrators, managers, academics and researchers who
have taken leadership in both local and global spheres throughout the years;
and in doing so, the research culture nurtured at the faculty together with its
prominent international orientation has played a massive role in shaping us
in becoming who we are today. The FMSC’s research culture has helped us
connect and evolve with academics, professionals, practitioners as well as
student bodies both here and overseas who constantly support our journey
of staying relevant through learning and development.

Therefore, initiatives of this nature which support this task are strongly
encouraged since they provide our students and academics further
opportunities to share their research activities whilst widening their
intellectual horizons through constructive, timely and meaningful
discussions. Such initiatives also provide a firm support in our journey of
producing critical thinkers and truly transformative leaders. Therefore, |
wish to extend my sincere gratitude to the Department of Business
Economics led by Dr. (Mrs.) Dinesha Siriwardhane and the organizing
committee for their tireless efforts in crafting this valuable platform. I look
forward to hearing the insightful discussions and meeting the wonderful
people that this conference would bring together.

Dr. U. Anura Kumara

Dean, Faculty of Management Studies and Commerce
University of Sri Jayewardenepura
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MESSAGE FROM THE HEAD
Department of Business Economics

It gives me a great privilege and pleasure as the Head of
the Department to write this message for proceedings of
the First Annual Conference on Business Economics
(ACBE) 2020 organized by the Research Center for
Business Economics and Development Studies of the
Department of Business Economics, Faculty of
Management Studies and Commerce, University of Sri
Jayewardenepura.

The Department of Business Economics has always been the chosen
platform for the Business Economists in Sri Lanka, in particular, as well as
for the experts around the world, to present the very best research results,
solutions to contemporary problems and insight to the emergent new
challenges. In keeping with this practice, ACBE 2020 is structured and
organized to cater the need of the undergraduate student population under
the Department umbrella. The conference, therefore, is enriched with
insightful and significant research in a broader area of economics carried
out by undergraduate students under the supervision of distinguished
academics, bringing to fore findings and recommendations that could be
imperative for the sustainable development of a third world country like Sri
Lanka.

The ACBE 2020 would have not been possible without the generous
support and dedication made by many individuals. First and foremost, we
wish to extend our sincere gratitude to Snr. Prof. Sampath Amaratunge,
former vice chancellor of University of Sri Jayewardenepura and current
Chairman of UGC, for his dedication and invaluable support given to
develop research culture in the university system, encouraging both
students and academia to engage with research. | gratefully appreciate the
continuous encouragement and guidance of Dr. U. Anura Kumara, Dean,
Faculty of Management Studies and Commerce. | also wish to convey my
gratitude to Dr. (Mrs.) M.A.K. Sriyalatha, Director - Research Center for
Business Economics and Development Studies and the organizing
committee for their hard work to make this event a success. A special word
of appreciation goes to the AHEAD project for the financial support given
to make this event a success. | wish all the presenters and participants a
successful, productive, and memorable session at the ACBE 2020!

Dr. (Mrs.) Dinesha Siriwardhane

Head, Department of Business Economics
Faculty of Management Studies and Commerce
University of Sri Jayewardenepura
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MESSAGE FROM THE CONERENCE CHAIR

It is with utmost pleasure and pride that | write this
message to the Proceedings Book of 1% Annual
Conference on Business Economics (ACBE) 2020
organized by the Research Center for Business
Economics and Development Studies. We, at the
Department of Business Economics, Faculty of
ﬂ g Management Studies and Commerce, University of Sri
: / Jayewardenepura decided to rollout an annual conference
to create a platform for its students to showcase their research and
analytical skills that they have acquired throughout the degree program. It is
inevitable that this research conference would bring together academics
from the Economics discipline from the entire University system in future.

Research in the discipline of Economics has global significance, especially
when considering the current challenges which are faced by the developing
countries. ACBE provides an opportunity for generation; transmission and
dissemination of knowledge which is based on debatable issues relating to
the economic system and it address the needs and demands of the country in
fostering academic research. The conference proved this fact through the
receipt of more than 40 research papers for initial reviewing. These
proceedings contain only abstract that were selected as a result of a review
process involving at least two reviewers appointed by the organizing
committee. | am grateful to all reviewers who gave their contribution to
maintain the quality of papers to compile the proceedings.

As the editor as well as the conference chair, | feel privileged to witness the
hard work and commitment of our dedicated organizing committee. | have
no doubt that this forum and our efforts in the conference, would
immensely contribute to enrich the discipline. While congratulating all the
presenters, | wish them all the very best for their future endeavors. | take
this opportunity to thank research coordinator and everyone who
contributed to the content and production of this proceeding book. Finally,
I express my sincere gratitude to Director AHEAD Project for the financial
assistance in making this event a success.

Dr. (Mrs.) M. A. K. Sriyalatha

Editor and Conference Chair

Director, Research Center for Business Economics and Development
Studies

Department of Business Economics

Faculty of Management Studies and Commerce

University of Sri Jayewardenepura
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Role of Knowledge Economy in Economic Development with Special Reference
to Innovations: Case Study of Sri Lanka

Fernando N.V.!, Amaratunge S.P.P.? and Perera G.A.N.}3

nayomif63@gmail.com?, amaratunge@sjp.ac.lk?, amanda@sjp.ac.lk®

ABSTRACT

Sri Lanka having the same economic condition in 1960/70 compared to South
Korea, Malaysia, Thailand, Japan, China, and Singapore has been lagging behind as
of now in economic development. This research paper has analyzed the knowledge
economy contribution for economic development in Sri Lanka with special
reference to Innovations in Sri Lanka and other selected countries. For this study
knowledge economy involvements and innovations have been evaluated based on
an exploratory case study approach. Data are collected from well-known reports and
indexes within the phenomenon.

Knowledge has been a mandatory variable when considering the economic
development in modern era definitions. According to the World Bank framework of
Knowledge economy index innovations pillar obtains a special position by nature.
According to many scholars knowledge economy and innovations play a major role
in acquiring higher economic development.

As per the discussion Sri Lanka lags behind in all the rankings and scores of indexes
considered in the research compared to other countries. Knowledge economy
applications, innovations, patents, new business registrations Sri Lanka stands in the
lowest position among other countries. Policy implementations recommend major
models and actions exercised by the countries such as multinational company
technology spillover into the country, university business linkages and university
corporate linkages, techno parks, think tanks, business incubators, dedicated entities
to handle innovations and entrepreneurship policies which are separated from the
political regimes who will conduct constant policies over time.

Keywords: Case study approach, economic development, innovation knowledge
economy, Sri Lanka
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Empowering Women in Rural Sector: Case Study in Kalutara District, Sri
Lanka

Chamindi H.K.O.H.%, Amarathunga S.P.P.? and Perera G.A.N.}

Oshikahansani@gmail.com*,amaratunge@sjp.ac.lk?,amanda@sjp.ac.lk®

ABSTRACT

Empowering women has become one of prominent goal of majority of developing
countries. United Nations (UN) has also listed Gender Equality as one of
Sustainable Development Goals to be achieved by 2030 considering the importance
of empowering women. This study was aimed at exploring the position of women
empowerment in rural Sri Lanka and identifying the key domains of women
empowerment. Lower female labour force participation contrary to higher female
population in Sri Lanka indicates a possible low level of women empowerment.
Moreover, Sri Lanka has been ranked 100th place out of 149 countries in terms of
world gender gap and holds the 125th rank by the economic participation of
women. Focus of this study was aimed at specially on rural women given the
consideration on higher poverty index in rural Sri Lanka. 100 women residing in
two rural villages named “Jayanthipura” and “Koolgahawatta” in Kalutara district
were selected as the sample for this study following cluster sampling method. The
study employed five main domains, namely ‘activity,” ‘knowledge,” ‘health,’
‘domestic autonomy,” and ‘social interactions’ to measure the position of women
empowerment. Those five main domains were assessed under fifteen indicators and
the primary data was collected using a structured questionnaire. An index has been
developed to measure the empowerment giving the equal weights to each domain
following the methodology of similar empirical studies. The mean value of the
index was 0.7679 which was below the benchmark value of 0.8 indicating low level
of empowerment within the study area. Among the main domains of the index,
health and knowledge domains ranked first and second where activity domain
ranked the last which indicates less economic empowerment of women. The results
of the study conclude that Sri Lankan women are sufficiently empowered in terms
of health and knowledge but economically and socially they are not adequately
empowered. Therefore, it is recommended that policy actions are needed to develop
economic participation of rural women in Sri Lanka and also to raise their social
interactions.

Keywords: Women economic empowerment, women empowerment, rural Sri Lanka
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Short Run and Long Run Determinants of the Sri Lankan Stock Market

Jansz K.! and Rathnayake R.M.A.K .2

kevinjansz@hotmail.com?,rathnayake@sjp.ac.lk?

ABSTRACT

This paper analyses both the long-run and short-run relationships between macro-
economic determinants of the Sri Lankan stock market during the period January
2010 to March 2019 using the ARDL bounds testing procedure. The ARDL Long
Run Form and Bounds test was performed to test equilibrium in the long run. The
ARDL Error Correction Form was performed to test the impact in the short run. The
determinants considered are broad money supply, inflation rate, industrial
production, stock market liquidity, real effective exchange rates, interest rate, and
trade openness. Empirical literature presents diverse findings on the macro-
economic determinants of the stock market. Results show that interest rate has a
negative impact and money supply has a positive impact on the long run market
capitalization. Exchange rate and interest rate have a negative impact on the short
run market capitalization while money supply has a positive impact. Findings
further reveal that interest rate has a direct impact on the stock market performance,
by directing funds to alternative sources of investment. It also provides insights into
the stock market cycles due to the change in interest rate cycles. Despite the
sluggish performance in the recent past, the Sri Lankan stock market has provided
the opportunity for investors to maximize returns by an investment in diversified
sectors. One of the reasons for sluggish performance can be attributed to the low
volatility due to low demand. The low demand for shares may be due to the large
controlling interest of a few individuals and foreign companies in stocks of certain
companies which reduce the free float. Such stock owners hold onto their stock
without active market participation. The lack investment and trading by institutional
investors and asset managers in the local stock market is a notable difference
compared to the stock markets of developed countries.

Keywords: ARDL bounds testing, Colombo Stock Exchange, controlling interest,
macro-economic variables


mailto:kevinjansz@hotmail.com
mailto:rathnayake@sjp.ac.lk

Annual Conference on Business Economics 2020

The Existence of Economies of Scale: Evidence from Selected Sri Lankan
Banks

Ruwanmalee R.K.L.! and Rathnayake R.M.A.K.2

laknaruwanmalee@gmail.com?, rathnayake@sjp.ac.lk
ABSTRACT

In the literature of banking efficiency, various authors have found different states of
economies of scale in financial institutions in the countries or some specific
geographical areas. This raise the curiosity of what is the situation of Sri Lanka in
terms of economies of scale. The sole objective of the study is to identify whether
Sri Lankan banks enjoy economies of scale or diseconomies of scale. This study is
carried out using Sri Lankan licensed commercial banks (LCB) s which originated
in Sri Lanka and considered only the latest decade as the time period (2009 — 2018)
for the results to be timely. As the bank outputs, total loans, total deposits and fee
and commission based income was taken into consideration. Labour, capital and
cost of funds were the inputs assumed as the inputs which contribute to generate
these outputs. Translog cost function bases estimation, is the most used method in
the literature. A regression was run to estimate the parameters of the cost function.
Through that, output cost elasticities are estimated. The results exhibit Total loans,
total deposits and fee & commission based income have economies of scale. The
management of the banks is recommended to increase their size in terms of outputs.
Interest rate spread, which is higher compared to developed countries is identified
as one of the key reasons for loans and deposits based economies of scale. Central
bank of Sri Lanka is advised to allow the banks to keep their interest rate spread at
the present level. The major upheaval of the technology uses in banks and parallel
labour cost savings is identified as the key reason for fee and commission based
income economies.

Keywords: Banking sector, diseconomies of scale, economies of scale, inputs,
outputs
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Impact of Currency Depreciation on Bilateral Trade Balances: Evidence from
Sri Lanka-China and Sri Lanka- India Trade

Dissanayake P.S.! and Perera M.S.S.?

pasindusamindikal995@gmail.com’, Sumudu@sjp.ac.lk?

ABSTRACT

Theoretically, Exchange rate depreciation affects positively to the trade balance of a
country. That means exchange rate depreciation can improve the trade balance of a
country. But empirical studies have shown that the results are inconclusive. Some
studies have shown positive relationship between exchange rate depreciation and
the trade balance. Some studies have shown that the exchange rate depreciation
affects negatively to the trade balance and some have shown that the exchange rate
depreciation does not have any relationship with trade balance. If a positive
relationship exists between currency depreciation and the trade balance, that can be
used to enhance the trade balance. The main objective of this study is to find the
long-run relationship and short-run relationship between currency depreciation and
the trade balance. The above relationship was tested using Auto Regressive
Distribution Lag (ARDL) model while controlling for Exchange Rate, Trade
Balance, Money Supply and GDP. The findings suggest that there is a positive and
significant relationship between the currency depreciation and the trade balance of
Sri Lanka-China and Sri Lanka-India in the short run. Moreover, this study has
shown evidences that there is a negative relationship between GDP of Sri Lanka and
trade balance between Sri Lanka- India and Sri Lanka-China trade in the short run.
Further Money supply did not show any significant relationship with the trade
balance in the short run. Besides the short-term results, long run results show a
different result than short run. According to the long-term results, currency
depreciation of both countries affect negatively to the trade balance of Sri Lanka.
Therefore, this paper highlights that exchange rate depreciation cannot be used to
improve the trade balance between Sri Lanka-China and Sri Lanka India. Thus, Sri
Lanka should focus more on Trade agreements and exports diversification policies
rather than exchange rate depreciation-based policies.

Keywords: ARDL method, exchange rate depreciation, trade balance
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External Debt on Economic Growth: Case of Sri Lanka

Sandamali R.L.K.! and Siriwardhane D.R.J.2

rlkumudu@gmail.com?, d.siriwardhane@sjp.ac.lk?
ABSTRACT

Most developing countries has high level of debt stock and influence on the
country’s economy in different ways. As there were no enough studies done for Sri
Lanka, this paper aims to investigate the impact of external debt on economic
growth in Sri Lanka. The paper utilizes a multiple linear regression model to
address the issue using secondary data from 1989 to 2018. Before the quantitative
analysis, it was carried out a descriptive analysis. Looking at the external liquidity
position of Sri Lanka, Sri Lanka has significant percentage of short term debt in its
total external debt stock while Sri Lanka has reserves to cover only 11 percent of its
external debt stock. It was observed that reserves to external debt ratio for Sri Lanka
was eroding over the years and thus worsening the external liquidity position.
Furthermore, the external debt to export ratio was increasing over the time
reflecting the worsening repayment ability of the country. External debt to GDP
ratio was considered as a measure of external debt sustainability and was also
increasing. As well as in 2018 Afghanistan was the only country which falls behind
Sri Lanka in terms of economic growth in South Asian region highlighting the
economic down turn of the country. Time series data were used for the model and it
employed the variables of external debt, debt service, fixed capital, gross capital and
exports while the dependent variable was economic growth. The results of the
model showed that external debt has significant and negative impact on economic
growth in Sri Lanka. At the same time gross capital and fixed capital have
significant positive impact on economic growth. However, exports and debt service
were not significant.

Keywords: Debt sustainability, developing countries, economic growth, external
debt, investment
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Determinants of Return Migration Intention of Sri Lankan Skilled Migrants

Hansani K.K.D.R.P.* and Fernando P.J.S.?

ruwanthi.kkd@gmail.com?, pjsampath@sjp.ac.Ik?

ABSTRACT

While skilled migration receiving increasing attention, there is still insufficient
insight into the phenomenon of return migration. To face future skilled shortage, it
is important to attract well educated people of the country who migrated in search
jobs or higher education especially in the knowledge industry. Different theories
provide rather different interpretation of return migration and the factors that
determine return migration. Hence, the main objective of this study is to analyze the
determinants of return migration intentions of Sri Lankan skilled migrants. This
study used a first-hand data set compiled from an online survey of 100 Sri Lankan
skilled migrants and the students (potential skilled migrants) residing abroad at the
time of the survey. It analyses return migration intention of migrants using Probit
regression that examines various variables to reveal the determinants of migrant’s
decision to return to Sri Lanka. The marginal effects are used to measure the effect
of change in a particular explanatory variable on the probability of return migration.

The marital status, stay duration, labor force participation in the host country, initial
intention to return prior to move abroad, level of education, location where the
highest educational qualification was obtained, and the residence country’s region
are found statistically significant determinants of return migration intention of Sri
Lankan skilled migrants. The interesting finding is that the migrant’s decision to
return was significantly affected by the “Easter Sunday Attack” happened in 21%
April 2019 in Sri Lanka. The findings of this study do not fully confirm any single
theory, rather gives mixed support for the various return migration hypotheses. The
results of this study suggest that student non-return would be a potential problem in
Sri Lanka than brain drain since students studying abroad are more likely to stay in
respective host countries after completing their education abroad. The findings also
indicate that family ties play an important role in return migration intention. The
main implication of this finding is that even though Sri Lanka has the potential to be
benefitted from return migration, there is still no evidence to support brain
circulation model in the context of Sri Lanka.

Keywords: Brain drain, return intentions, return migration skilled migration,
students non-return
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ABSTRACT

The aim of this study was to analyse the long run and short run impacts of taxation
on economic growth with reference to Sri Lanka. Discussion of how a government
can stimulate an economy through non-distortionary taxation and productive
government expenditures have come into prominence during the past three decades.
Since literature has identified some taxes can be distortionary while other are not,
this study will attempt to estimate the distortionary nature of major categories of
taxes in Sri Lanka separately along with the primary analysis of the impact of
overall taxation levels. These findings will lay a key foundation on the pre-
requisites required for a growth enhancing tax policy in Sri Lanka which can be
beneficial considering the country been heavily burdened with increasing public
debt. Also, Sri Lanka presents a unique case due to the major structural
modification it underwent through economic liberalization in 1977. Therefore, the
primary study on impact of taxation level is conducted under two stages where one
separately assessed the post-economic liberalization conditions. A linear Auto
Regressive Distributed Lag (ARDL) model was used to assess the relationship
employing annual data over the period of 1960 to 2018. The results of both pre and
post economic liberalization conditions suggest a significant long run positive
association of taxation level to economic output. Further investigation on the tax
structure, showed an insignificant long-term distortionary impact of both personal
and corporate income taxes. While consumption taxes were found to non-
distortionary in the long run, a short run positive association was seen. These
findings can be used as a broad base for future policy decisions in terms of
enhanced government revenue generation without compromising the growth
potential of the Sri Lankan economy.

Keywords: Economic growth, fiscal policy, public sector, tax levels, tax structure
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ABSTRACT

This study was designed to identify the patterns and influencing factors of global
production sharing in developing countries. This research is a qualitative study
which adopts the case study research methodology. The data were gathered from
two compatible firms in export-oriented technology-intensive manufacturing
industries in Sri Lanka using unstructured interview technique. Pattern matching
and thematic analysis approach were used to analyse the findings of the study. The
primary objective was to examine the patterns and influencing factors of global
production sharing in developing countries. Two secondary objectives were
formulated in order to provide the background to the findings of the primary
objective. The first secondary objective was to highlight the common factors firms
concern when incorporating and sustaining as a global production sharing
participant. The findings show that a firm should give significant weight to quality
and maintaining a competitive advantage. On the other hand, management system
and operational layout, channels of communication, non-price factors, means of
knowledge transferring are among the factors which a firm need to consider. Further
investor experience in the host nation or the relationship with the investee, firm’s
participation in the institutional associations, investment on innovations too plays a
significant role in production sharing participation. The analysis of the next
secondary objective, which was to find the common challenges firms face when
participating in production sharing concludes with the same set of factors. However,
the international market perception on Sri Lanka, which was a developing nation, as
a high-end production hub is the most significant challenge firm face at the
incorporation and at the expansion. Apart from those factors as a nation, developing
countries must have adequate policies which promote trade in the country. Further
availability of the proper infrastructure and transportation facilities, protection of
property rights, and easily accessible to support services is proven to stimulate the
production sharing in developing nations. The findings of this study recommend
developing countries to invest further in the human capital development as that will
create a comparative advantage in high technological intensive manufacturing
industries.

Keywords: Developing nations, drivers, global production sharing, technology
intensive manufacturing
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ABSTRACT

Meeting the needs of the present and future students of the universities is the main
challenge that faced by university administrators and academics. To overcome such
challenges, satisfaction gain from the university is an important. Thus, the main
objective of this study is to examine the factors affecting the satisfaction of
management undergraduates in Sri Lankan state universities. The study used
stratified sampling technique and the sample size was 500 students from
management faculties of five universities, university of Sri Jayewardenepura,
University of Kelaniya, University of Peradeniya, University of Jaffna and Eastern
University of Sri Lanka.

The research findings revealed that there is a significant impact of university image
on management undergraduates’ satisfaction. Further, results confirmed that there is
a significant impact of course content on management undergraduates’ satisfaction.
Moreover, the findings state that the university facilities significantly effect on
satisfaction of management undergraduates. The role of administrative staff and
university students’ satisfaction has a negative significant relationship according to
the findings. Moreover, the university location and environment have a significant
impact on undergraduates’ satisfaction and university life also significantly impacts
on satisfaction of management undergraduates. Thus, the satisfaction of students
seems to reflect quite well from the selected variables such as university image,
course content, university facilities, university location and environment and role of
administrative staff. The final model with all variables under consideration
accounted for about 56 percent of the variance in student satisfaction at state
universities in Sri Lanka.This result sheds light on the higher education sector and
showed that course content plays an important role in retaining current students and
attracting new students as well. As per the findings, the study recommends that
universities should take necessary steps to update curriculum content regularly, and
then it will be an advantage to attract best students’ to the university.

Keywords: Course content, management, state universities, student satisfaction,
undergraduate students
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ABSTRACT

After the integration of developing countries with global economy in 1990s Foreign
Direct Investment (FDI) has become an important source of private external finance
in developing countries. Therefore, most developing countries concerned more on
FDI in order to develop their economies with the liberalization. In Sri Lanka, there
are more than 1700 foreign companies are operating and Sri Lanka has been ranked
among the top 20 economies in the developing Asia and Pacific region in FDI
inflows. Nowadays Sri Lanka, apparel industry is the largest manufacturing industry
and it caters more than 70% of total export earnings. So in order to increase gross
Domestic Product and foreign earnings, it is needed to focus more on promoting Sri
Lankan apparel industry. Even though there are enough research articles regarding
the relationship between the productivity of apparel industry and FDI on other
developing countries, there are only few researches on this topic regarding to Sri
Lankan context. Therefore, this study examines the impact of Foreign Direct
Investment in apparel sector on GDP in Sri Lanka.

The autoregressive distributed lag (ARDL) approach to cointegration is employed
to examine long-run relationship and short-run dynamics between selected variables
for the period of 1998 to 2018. ADF unite root test is applied to check the order of
integration of selected variables. Results of the study reveal that GDP is positively
and significantly correlated with FDI in apparel sector in Sri Lanka. Meantime
exchange rate and interest rate are negatively and significantly correlated with GDP.
Among the other selected variables, FDI in apparel sector is found as the main
driver of economic growth in Sri Lanka. The CUSUM stability test is applied to test
the stability of the model and model is stable because none of the lines cross the
critical value lines. According to findings of the study, we can conclude that Sri
Lanka need to undertake suitable policy reforms to attract more FDI related to
apparel sector to boost economic growth by creating more job opportunities and
enhancing foreign earnings from this sector.

Keywords: Apparel sector, ARDL approach, FDI, GDP, Sri Lanka
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ABSTRACT

Since the introduction of a liberalization regime in 1977, the export sector plays a
major role in enhancing economic growth and development in Sri Lanka. Given
that importance, the study aims to identify main factors affecting export
competitiveness in Sri Lanka. While serving this main objective study also focuses
on identifying issues and challenges encountered by exporters in facing with the
competition in the international market

The Gravity Model has been used in determining the factors affecting export
competitiveness as it was proven to be the most suitable method in analyzing the
bilateral trade between countries. In formulating the gravity model for this study,
nine major trading partners of Sri Lanka being selected based on their export
values. Accordingly, selected countries are, China, Malaysia, Singapore, India,
Italy, Germany, USA, UK and Hong Kong. These are the major buyers of Sri
Lankan products. Year 2000 to 2017 data have been used for the analysis.
Variables included in this model are; FDI of Sri Lanka and trading partners, trade
openness of Sri Lanka and trading partners, GDP of Sri Lanka and trading
partners, population and distance between Sri Lanka and trading partners. In
identifying the challenges and issues encountered by exporters interviews have
been conducted by administering a questionnaire among nine exporters. The
convenience sampling method has been used.

Results suggests that the GDP of Sri Lanka and other trading partners, Population
of Sri Lanka, Trade Openness of Sri Lanka and trading partners and FDI of Sri
Lanka has a significant impact on the export competitiveness in Sri Lanka.
Qualitative result revealed that the government and other regulatory authorities do
not provide adequate support to the export competitiveness in Sri Lanka.
According to the results, it is necessary to diversify export basket of the country to
meet the requirements of different income groups in foreign countries. Moreover,
the government should assist in finding new markets, provide financial support to
export oriented enterprises, encourage innovation and take necessary steps to reap
the maximum benefits of GSP plus.

Keywords: Competitiveness, gravity model, trade balance, trade openness
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ABSTRACT

This study is an analysis of the impact of foreign aid on Sri Lankan economic
growth. Sri Lanka which was classified as a lower middle-income country by World
Bank and which was reclassified as an upper middle-income country in 2019
country classification. It receives a considerable amount of development assistance
annually to overcome its macroeconomic instability and for this attainment of
elevation to upper middle-income status. Foreign aid (FA) which is considered as an
alternative external capital flow and it plays a vital role in Sri Lankan economy in
economic development. The study has used Official Development Assistance
(ODA) data used in estimations and it covers for the period of 1980 to 2017.

The study used ARDL approach to examine the effect of foreign aid on economic
growth follows by the cointegration. Appling the commonly used Augmented
Dickey Fuller (ADF) approach to test stationarity of the variables we use of both the
ARDL and Johansen approaches to cointegration to estimate short and long run
relationships. The cointegration test results reveal the existence of positive long run
relationship between economic growth and foreign aid at the 1 per cent level of
significance. However, the short-run analysis reveals that there is a positive
insignificant impact of foreign aid on economic growth.

The coefficient of the error correction term (ECM) which suggests the speed of
adjustment of the model to equilibrium in the event of shocks indicate that 76 per
cent of disequilibrium errors are corrected. The ECM term is found to be negative
and significant at 1 percent level further confirming the existence of a long-run
relationship between foreign aid and economic growth. As a conclusion, the study
stresses the importance of implementing a development strategy favorable for the
country’s economic growth and development where there is no corruption and no
political traps.

Keywords: Development assistance committee, economic growth, foreign aid,

official development assistance, organization for economic co-operation and
development
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ABSTRACT

This study explores the impact of economic development on migration for labour in
the Sri Lankan context as the origin country. The term “migration for labour” refers
to all international migrants who are currently employed or are unemployed and
seeking employment in their present country of residence (ILO, 2017). This study
represents three dimensions of economic development namely physical economic
development, educational sector development and health sector development as
well as the degree of globalization of the origin country. The study elucidates the
theoretical relationship between economic development and international labour
migration and examines the recent trends of international labour migration in the Sri
Lankan context. The study employed secondary time series data from 1994 to 2016,
collected from secondary data sources. Research study occupied the Ordinary least
squares (OLS) method to analyze the impact of economic development on
migration for labour. This study is based on Lee’s push-pull factor theory of
migration. Push factors are associated with an area of origin that induces people to
migrate from their place of origin to destination. Pull factors are associated with the
area of destination which induces migration from the origin. As the dependent
variable, the rates of migration measured as a percentage of the 15-64 population in
Sri Lanka. GDP Per capita constant 2010 US $, School enrolment primary (Gross
Percentage), Personal Remittances, (received current US $), Number of maternal
Deaths, Unemployment rate (national estimate) and Exports Value Index
(2000=100) considered as the independent variables of the model.

It was found that the domestic unemployment rate plays a significant positive role
in determining the rate of migration in Sri Lanka as a push factor. Moreover, the
findings of the research paper revealed that the rate of migration is not determined
by School enrolment primary (Gross percentage), Number of maternal Deaths,
Export value index (2000=100) and Personal Remittances (received current US $)
in Sri Lanka. Therefore, the inflow of remittances was not considered as the pull
factor of international migration from Sri Lanka.

Keywords: Economic development, migration for labuor, ordinary least squares
(OLS) method, push-pull theory of migration, welfare effects
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ABSTRACT

Contemporary business firms have to be sustained amongst highly competitive
business environment. Hence corporate entities are striving in order to offer
innovations as a prerequisite to adopt entrepreneurial behaviour in organization
culture. Being innovative within existing business is considered as a prominent
element for prevailing organizations by emphasizing one of main components of
this qualitative study; of existing business firms. Main scholars have provided broad
literature frameworks by emphasizing dimensions of organization culture to be
influenced intrapreneurial orientation.  Accordingly, key antecedents of
intrapreneurship and organization culture is identified along with literature
evidences to breakdown these broad phenomena. Leading business entities namely;
Laugfs and Richard Peiris Company which are located in western province in Sri
Lanka were selected as the sample in order to generate empirical suggestions for
this research area. Semi structured interviews were conducted with managers and
executives by visiting corporate office of Laugfs in Colombo and Richard Peiris
Company. Interviews were effectively generated required information regarding
how organization culture shapes in order to bring forth intrapreneurial behaviour for
Sri Lankan business context. In addition to that Annual Reports of these business
firms and Company Website information were other data collection sources in order
to investigate company performance in detail to prove the existence of
intrapreneurial orientation in each business firm. After analyzing information, it can
be confirmed the extent of influence of organization culture in order to pursue
intrapreneurial process of business industries in effective manner.

Keywords: Innovativeness, intrapreneurship, organization culture, power distance,
uncertainty avoidance
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ABSTRACT

The purpose of this study is to identify the factors which significantly influence the
overall satisfaction of international leisure tourists who visit Negombo. Among
many tourist attractions, Negombo is identified as a developed tourist destination in
Sri Lanka by the Sri Lanka Tourism Development Authority. Yet it is identified that
there are low positive reviews on internet for Negombo in compared to other beach
centric tourist attractions in Sri Lanka. Therefore, this study would help the policy
makers and tourism service providers to identify the factors affecting the
international visitor satisfaction and to understand the visitors comprehensively so
that they could develop Negombo as a stable tourist destination while offering a
memorable and a satisfying experience for its visitors. In support, a self-
administered questionnaire survey study was performed with 150 respondents
(International tourists) in Negombo. The questions were designed based on the
dimensions of destination attributes such as tourism service quality, infrastructure
and superstructure developments, tourist information facilities and destination
aesthetics and developments. The results showed that the overall satisfaction level
of the international tourists who visit Sri Lanka is significantly affected by the of
Destination Attributes and by the number of nights spent in Negombo. Yet the
number of previous visits including this trip to Negombo was identified statistically
insignificant. Further, it is advocated that the policy makers and tourism service
providers have a significant role in leading the way to attract more potential visitors,
to enhance their destination satisfaction and to encourage them to re-visit Sri Lanka
while recommending it to others. The survey was done during the off-peak season
of the industry and it is suggested that the survey would have been conducted
throughout a complete year.

Keywords: Destination attributes, tourism development, tourism service quality,
tourist satisfaction
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ABSTRACT

Inflation rate is one of the key variables in macro-economic management of any
economy. At present, the Central Bank of Sri Lanka (CBSL) is following an
Enhanced Monetary Policy Framework (EMPF) which combines features of both
monetary targeting and flexible inflation targeting frameworks. The inflation rate in
Sri Lanka has remained below 10 percent (8.17 percent) during the last decade.
However, the average inflation rate prevailed from 1977 until 2016 was 11.32
percent. Moreover, inflation rate has been highly fluctuating after adopting
liberalization policies in 1977. This unpredictable behavior of the inflation can be
caused due to various reasons. Hence, this study aims to examine the determinants
of inflation in Sri Lanka and how those determinants vary with the structural
changes occurred in relation to the inflation rate.

This study uses data from 1960 to 2016 gathered from the annual reports of the
CBSL and World Development Indicators. The model incorporates five
independent variables abstracted from the empirical and theoretical evidences
namely, the broad money supply, official exchange rate, real GDP growth, budget
deficit and the interest rate. This study uses Bai-Perron tests of L+1 vs. L
Sequentially Determined Breaks method to analyze results. It identifies two
significant structural brakes occurred in the inflation rate i.e., 1976 and 1984.
According to the results, the broad money supply, budget deficit, real GDP growth
and the official exchange rate were found to be significant determinants during the
period from 1963 to 1975, whereas the broad money supply, budget deficit, real
GDP growth and the interest rate were identified as the significant determinants
from 1976 to 1983. Finally, the only significant independent variable was the
interest rate during the period between 1984 and 2016. Based on the results, the
policy makers can focus on the identified determinants of the inflation in achieving
the price stability. This study shows that major economic transformations as Sri
Lanka experienced in 1977, directly effect on the structure of the inflation rate and
on the determinants of the inflation. Hence, policy makers should be conscious
about the economic reforms and their effects on the inflation rate.

Keywords: Budget deficit, inflation rate, interest rate, money supply, real GDP
growth, structural changes
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ABSTRACT

At present, population ageing is identified as a new threat towards the entire
world. The reasons behind ageing population are declines in both fertility and
mortality rates over a long period of time. Most of the victims of this threat are
developed countries among them Sri Lanka can be regarded as one of the best
examples. Long time declines of mortality and fertility ratios in Sri Lanka have
accelerated this problem. The ageing population derives a number of issues to a
country. Main issues can be cited as, decreasing labour force and increasing
aged dependency ratio. Consequently, it becomes difficult for families as well
as to the government to look after aged people. In such a situation, the
government has to intervene and secure the well-being of aged population.
Consequently, the burden is passed to the government because on one hand
government tax income would decrease when the labour force declines, on the
other hand when aged population increases, the cost on welfare would increase.
Therefore, this study attempts to investigate the impact of ageing population on
welfare cost in Sri Lanka. A simple linear regression model was employed to
investigate the impact of ageing population on welfare cost of the government.
Results show that there is no significant impact of ageing population on welfare
cost in Sri Lanka. The reasons for this situation have been discussed in relation
to the countries of India, Japan and Australia with sufficient empirical
evidences. From these practical implementations it is expected to recommend
what they can do for the betterment of helpless aged population. Also this study
has been discussed the actions that the government can implement to get the
contribution of aged population to the economy of the country.

Keywords: Economic Growth, government welfare cost, population ageing,
population pyramid, retirement
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ABSTRACT

China is one of the strongest economies in the world which is only second to the
United States. Over the past four decades, China was experiencing a fast economic
growth and its rise from a developing country to a significant economic power is
spectacular. The researchers try to identify main determinants of economic growth
using annual data from 1982 to 2018. Multiple regression analysis using OLS
method was employed to investigate the influence of each explanatory variable on
the GDP per capita growth rate.

The results of this study indicate that the education level and foreign direct
investment inflows have positive and significant impact on economic growth while
population growth has imposed a negative and significant impact on growth. As
results suggest, education level has played a major role in achieving higher growth
rates in China. At present, 4 per cent of China’s total GDP is invested in education.
If the government can promote education in China, it would promote economic
growth further. According to the recent statistics there were 492,185 international
students studying in China in 2018. The government can use the knowledge
generated and shared by those international students in order to accelerate growth
further.

This study proves that foreign direct investment inflows also have a significant
positive influence on economic growth. China has imposed a number of restrictions
on foreign direct investment inflows. However, according to the results of this
study, if the policymakers can open up the economy to facilitate foreign direct
investment inflows, it would promote economic growth in China significantly. Due
to the one-child policy, China is still maintaining a very lower population growth.
Because of this birth controlling strategy, China has faced a severe demographic
problem of aging population. That problem has led to slow down the economic
growth in China. Thus, policymakers should introduce new policies to mitigate the
negative effects of aging population, such as encouraging people to work longer,
introducing means-tested pension schemes, encouraging private pensions, and
encouraging immigration of elderly people.

Keywords: China, economic growth, education level, foreign direct investments,
population growth,
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ABSTRACT

Advanced level is the highest and final level of the school education system where
it acts as a specialization area of secondary education as well as a foundation level
for the tertiary education. This stream choice makes a lot of consequences on
students’ lives as well as, wrong choices lead to a significant opportunity cost. Thus
study aims to identify the different factors affecting to the selection of the specific
subject streams of the students for the advanced level and to identify which factors
have led most for high performance in the examination. This study is based on the
factors affecting to stream selection of General Certificate of Education Advanced
Level Examination candidates in Sri Lanka. Study analyses the effect of
employment opportunities, perceived income from employment related to specific
streams, perceived ability, interest, previous academic performance, difficulty of
other streams, reputation of the stream and the influences from significant others on
the stream section decision of advanced level students with a sample of 213 students
covering major four subject streams. Data collection was done using well-structured
online questionnaire with closed ended questions.

Further the study analyses the effect of those factors on the performance of the
students. Mean analysis, percentage and frequency analysis and multinomial logistic
regression model were used as the analytical tools. Findings suggest that perceived
interest, employment perspective and perceived ability highly affects to the stream
selection decision while other factors except influences from parent, peers and
teachers also have a significant impact over the stream selection. Also gender
differences and the stream wise differences have reflected in the findings.
Considering the effect of choice on performance, previous examination results,
perceived ability and whether students have made the choice reflecting their real
requirement have significant positive impact on high results compared to lower
results while the previous results accounts for the highest effect. However only 55
percent is engaged in a similar field of study or employment related to their subject
streams, though large majority have made a well aware and independent decision
having a clear vision on future while majority is satisfied with their choice.

Keywords: Advanced level, educational choice, secondary education, subject
choice,
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ABSTRACT

The aim of the study was to identify the transaction cost and information
availability of mortgage loans in Banking Sector in Sri Lanka. On one hand, the
study identifies the types of transaction costs and information asymmetry related to
the mortgage loans in banking sector.

The study mainly identifies the six transaction cost types related to mortgage loans.
Those are service charges, Valuation Charges, legal Fees, title report Charges,
Inspection and Extract Fees. The selected sample for the study focused 35 mortgage
loan borrowers from year 2019 any provinces as well as collect 17 individual bank
data related to the mortgage loan charges during the period of April 2019 to
September 2019. Data consist with cross sectional data and analysis was conducted
by using STATA Software. Through the analysis of cross sectional data, established
the mean and ratio values related to separate independent variables comparing the
dependent variable. Result was showed 1.9% Total Transaction cost incurred by
banks as percentage of total Loan Amount Granted. Finally, these findings may lead
to making some recommendations to necessity of the information to the general
public at the beginning of the loan process. Therefore, this study attempts to bring a
validated framework to inform a suitable housing loan practices policy for the Sri
Lankan Banking sector.

Key Words: Banking sector, mortgage loan, transaction cost
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ABSTRACT

Microfinance is a successful tool for poverty alleviation and women empowerment.
Over the decades, this has shown positive consequences of many countries.
However, currently there are some issues of the concept as well. Thus, to address
that problematic area, this research paper aims to analyze the determinants of
repayment performance of micro credit programs in Kurunegala District in Sri
Lanka, with special reference to micro loan default problems. To meet the
objectives of the study, a survey was carried in two Divisional Secretarial Divisions
in Kurunegala District namely, Galgamuwa and Ehetuwewa.

The total population for the study has been identified as micro loan defaulted clients
in Sri Lanka. Among that, 100 micro loan defaulted clients in above mentioned two
Divisional Secretarial Divisions have been selected as the study sample using
simple random sampling technique. A structured questionnaire developed by the
researcher has been used to gather primary data for the analysis. The research data
have been analyzed using both descriptive statistics and regression analysis. To
identify the factors affecting on micro loan repayment status, eleven factors have
been used as independent variables under three main categories namely, borrower’s
characteristics, loan characteristics and institutional characteristics. Since the
dependent variable, micro loan repayment status is a dummy variable, probit
regression model was used in STATA to get the results.

The regression output indicates that gender of the borrower, education level, loan
purpose, loan amount; monthly rental and number of organizations loans are taken
by the borrower significantly affect the loan repayment status. However, variables
such as age, number of dependents, monthly income, repayment period and interest
rate are insignificant in the model. The descriptive statistics indicate that the method
of loan utilization is a significant factor affecting for loan repayment status. Loans
which are utilized for the intended purpose have low probability to be defaulted
whereas loans which are not used for the agreed purposes have high tendency to be
defaulted.

Keywords: Microfinance, microfinance institutions (MFIs), micro loan repayment,
poverty alleviation
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ABSTRACT

Small and Medium Industries (SMEs) are considered to be backbone of any
county’s economy. Sri Lanka has had a long history of traditional industries that has
historically aided in the development of the country. However, many of these
industries have been on the recline. The objective of this study was to analyze the
contribution of traditional SMEs to the current development of the country by
focusing on the contribution of the Cane industry which is an SME in the country.
Recent trends show that the Cane industry of the country is a traditional handicraft
industry that is dying in Sri Lanka. Although it is a very eco-friendly industry which
has a great historical value it has had to face different problems. For the study, the
Cane industry in Randawadunna, Mirigama secretory division, Gampaha was
selected as a focus area. The following areas were considered in the study: the
contribution of cane industry for development, problem faced by craftsmen,
strategies used by craftsmen and the government assistance towards the
development of the cane industry. The contribution of the Cane industry is
investigated through the identification of its involvement in employment creation,
income equality, poverty alleviation, new technology and international trade.
Furthermore, as sub-objectives; constraint and strategies used among craftsmen and
government assistance were also investigated. Descriptive research strategies using
primary source of data collected through questionnaires and interviews were used in
the study, while data were analyzed through descriptive statistic methods. Findings
revealed that though there is contribution by the Cane industry for development, it
is not sign9ificant. Limited raw material, high labour turnover and financial
problems were main problems identified. However, it was also evident that
strategies used were not appropriate and through proper strategizing, modern
technology and government assistance the industry could be developed. Finally, it
can be mentioned that the cane industry is an important traditional industry which
should be developed because it can be employed to reach rural development which
will contribute to national development.

Keywords: Cane industry, rural development, small industry, traditional SMEs
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ABSTRACT

The main objective of this study is to review and assess the Small Industry's
contribution to the Sri Lankan economy compared to Medium and Large industries.
Small and Medium industries play an important role in any economy through
contributing to GDP growth, generation of employment, innovations and
stimulating other economic activities. This sector is identified as the backbone of
the economy in any country. This study reviews and assess the Small Industries
contribution to the national economy using various aspects such as the number of
establishments, value of output, employment and value-addition etc. Firstly, it will
assess the contribution of the small industry to the national economy as a whole.
Though there is a vast percentage of small industries, its employment, the value of
output and the value addition is relatively low in comparison to Medium and Large
industries. However, when analyzing the small industry's composition its value is
significant for economic development in Sri Lanka. Sri Lankan small scale Agro-
based industries play a vital role in the generation of employment, increasing
income of rural people and finally rural development. Promoting Agro-based
industries in Sri Lanka, as it is an agriculture-based country is a suitable method of
rural development. This study assesses the productivity of small industries through
computing the input-output ratios, labour, and capital productivity in comparison
with medium and large industries. Generally, Small Industry's labour and capital
productivity are relatively low when compared with Medium and Large industries
as a whole. Small industries in Sri Lanka are unfortunately scattered more in urban
areas than in rural areas hindering rural development. Even though governments
identified the importance of the small industries, there is no proper national policy
and clear legislative definition for Small and Medium Entreprises (SMES).
Therefore, the small industry sector’s contribution to the national economy still has
not achieved the desired level in Sri Lanka when compared to other developing
countries. But we cannot measure the real contribution of small industries only
using statistics of small industries. Therefore, the main conclusion of this study is
that Small industries do play a significant role in Sri Lankan economy but it is
unseen, thus being similar to an iceberg.

Keywords: Capital productivity, labour productivity, rural development, small
industry
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ABSTRACT

The paper estimates the degree of exchange rate pass through into consumer price in
Sri Lanka over the time period of 2010 Q1 to 2018 Q4, which includes 36 quarters.
The study employed Auto Regressive Distributed Lag (ARDL) procedure and
examined both long run and short run relationship between consumer price index
and exchange rate pass through.

Study concludes that the foreign exchange pass through to domestic consumer price
is significant in the short run and not significant in the long run. This result provides
policy implementation because the insignificant exchange rate pass through can
provide a higher level of freedom in implementing an independent monetary policy.
Further the paper has examined that the exchange rate pass through is incomplete
both in long term and short term and also the long run exchange rate pass through is
higher than the short term exchange rate passes through in Sri Lanka. Through the
literature, exchange rate pass through has been identified as an important policy
instrument and therefore the study has discussed the importance of exchange rate
pass through in monetary policy decision making procedure cum recommendations.

Keywords: Auto regressive distributed lag procedure, foreign exchange rate pass-
through, monetary policy
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ABSTRACT

This study ascertains the determinants of Intra-Industry Trade (I1T) with particular
reference to IIT between Sri Lanka and its major trading partners in South Asia,
namely; India, Pakistan and Bangladesh. The study uses secondary data published
on World Development Indicators, Penn world table from 1992 to 2017. The level
of 1T is calculated by using data gathered from Comtrade Data Base. Using panel
data regression, the study adopts Random Effect model to analyze the regression
results.

The study concludes that economies of scale measured by difference of value added
in the net output of the manufacturing sector and market size measured by average
gross domestic product exert a significant influence on the level of lIT in the South
Asian region. Differences of per capita GNI (difference in income level) and tariff
rate (the proxy for trade barriers) poses a negative influence on the level of IIT. The
policymakers should concern about the possibility to increase the IIT in the South
Asian region and based on the findings of the study, the present research offers
policy recommendations to promote the Intra-Industry Trade within the region.

Keywords: Country-specific determinants, developing countries, industry-specific
determinants, intra-industry trade, intra-regional trade, South Asian region,
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ABSTRACT

This study identifies the impact of dividend policy on sharecholders’ wealth. In
examining the relationship of dividend policy on shareholders’ wealth in Sri Lanka,
the study focuses on the beverage, food and tobacco sector. When selecting this
sector out of twenty sectors in Colombo Stock Exchange (CSE), the contribution to
the Sri Lanka’s economy and the importance to the CSE was concerned. Twelve
listed companies have selected as the sample for the period of eight years from 2012
to 2019. The study uses the secondary data that was published on annual reports of
selected firms.

Earnings Per Share (EPS) was used as the dependent variable to measure the
shareholders’ wealth and Dividend Per Share (DPS) and Dividend yield (DY) were
used to measure the dividend policy. The random-effect model as suggested by the
Hausman test was employed on the panel data in order to analyze the relationship.
Three hypotheses were tested in order to identify the association between dividend
policy and shareholders’ wealth, the association between DPS and EPS and the
relationship between DY and EPS.

The study found that there is a significant impact of dividend policy on
shareholders’ wealth in beverage, food and tobacco sector in Sri Lanka. DPS has
recorded a significant positive relationship between EPS. DY has recorded a
significant negative relationship between EPS. As overall the study contributes to
the dividend relevance theory and suggests that firms in beverage, food and tobacco
sector should pay more attention to distributing dividends since investors prefer
more dividends and it works as a signaling tool.

Keywords: Beverage, food and tobacco sector, dividend per share, dividend policy,
dividend yield, earnings per share, shareholders’ wealth
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