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MESSAGE FROM THE CHAIRMAN
University Grants Commission

It is with immense pleasure that | warmly welcome all
participants of the 2" Annual Conference on Business
Economics 2021 organized by the Research Center for
Business Economics and Development Studies,
Department of Business Economics of the Faculty of

Management Studies and Commerce. As an Economist

myself, it is my strong belief that this conference would

contribute immensely towards the enrichment of the
discipline as well as the enhancement of the knowledgebase amongst the
Academics. | also must emphasize that this Research Conference is a great
opportunity for students and academia to engage in a productive dialogue on
the growth process of the country.

Even during these difficult times due to the pandemic, all universities in the
country have been successful in continuing teaching. Our universities have
been able to reach the highest success rates in online teaching within the
region. Although examinations have not been conducted, as usual, students
have been encouraged to engage in scientific research. As such, the 2™
Annual Conference on Business Economics 2021 is an amazing example,
depicting the fruits of the strenuous research work carried out by the students
throughout the past year.

The University of Sri Jayewardenepura, being a centre for excellence in
research and innovation, has been unwavering towards its national duty by
promoting prompt academic dialogue. Similarly, the Faculty of Management
Studies and Commerce, in particular, has been dynamic and appealing in its
journey of becoming the centre for excellence in management education.
Apart from its regular scientific forums and annual international conferences,
the Faculty’s latest development has been its focus on publishing the
scholarly work of both its undergraduate and postgraduate students. The
minds and works of students are vivid and colourful, and they require an
established platform to unveil their potential.

Therefore, in conclusion, 1 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 prodigious efforts and remarkable contribution
in making this academic event a great success. | heartily commend the
Chairperson and the Conference Organizing Committee for their dedication
and commitment to organizing this event. | wish the event every success!

Senior Professor (Chair) of Business Economics S. P. P. Amaratunge
Chairman of University Grants Commission, Sri Lanka
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MESSAGE FROM THE VICE CHANCELLOR
University of Sri Jayewardenepura

It is with great pleasure that | write this congratulatory
message for the 2" Annual Conference on Business
Economics (ACBE) 2021 organized by the Research
Center for Business Economics and Development Studies
of the Department of Business Economics, Faculty of
Management Studies and Commerce.

The University is committed to the pursuit and
transmission  of  knowledge through teaching,
scholarships, research, and active service to the community in an
environment which values creativity, freedom of intellectual thought and
expression, equal opportunity, fairness, and professional growth. | am
delighted to witness the contribution and efforts of my fellow academics in
enriching student exposure to make headway as budding researchers.

The Second Annual Conference on Business Economics is yet another
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. | do not doubt that ACBE 2021,
which will be held online, will build a forum for academics, researchers,
practitioners, and policymakers in Business Economics and allied disciplines
to network and share knowledge and expertise on the locally and globally
pertinent theme, “Emerging Challenges for Developing Economies and Way
Forward”.

The department has been successful in continuing its research journey despite
operating amidst a global pandemic. Therefore, in conclusion, | wish to
extend my heartiest wishes to the organizing committee and the members of
the Department of Business Economics for continuing to be the strength and
the driving force responsible for all these achievements.

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

Senior Professor Sudantha Liyanage
Vice-Chancellor

Senior Professor in Chemistry

University of Sri Jayewardenepura, Sri Lanka
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MESSAGE FROM THE DEAN
Faculty of Management Studies and Commerce

I thank you for granting me the privilege to pen
down a few words on behalf of the 2" Annual
Conference on Business Economics (ACBE)
2021 organized by the Department of Business
Economics of the Faculty of Management Studies
and Commerce (FMSC), University of Sri
Jayewardenepura.

Research and development activities in the discipline of Economics has
global significance given the current issues and challenges faced by
developing nations; Sri Lanka herein is no exception. Our country requires
valuable intellectual input, particularly from economists, in understanding
dynamic economic forces and in formulating appropriate policies to steer
growth and development. As the Dean of the Faculty, | am proud to note that
the FMSC has played a significant role in encouraging, supporting and
promoting a research culture among undergraduates of the Faculty. The
ACBE is one such tremendous opportunity for young researchers who are
engaged in business economics to present their research findings and share
knowledge with others.

The Faculty of Management Studies and Commerce 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.

I congratulate the Head of the Department, Conference chair as well as the
organizing committee for organizing a conference of this calibre, even amidst
a global pandemic. | firmly believe that ACBE 2021 would be a great
platform for young scholars to pursue new research models to fill research
gaps and thereby contribute to economic development.

Professor P. D. Nimal
Dean, Faculty of Management Studies and Commerce
University of Sri Jayewardenepura, Sri Lanka
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MESSAGE FROM THE HEAD
Department of Business Economics

| consider it a great pleasure to send this
message to the proceedings of the 2
Annual  Conference on  Business
Economics (ACBE) 2021 organized by
the Research Center for Business
| Economics and Development Studies of
=y the Department of Business Economics,

° Faculty of Management Studies and
Commerce, Unlversny of Sri Jayewardenepura.

The Department of Business Economics gives high value and importance to
research and the dissemination of new knowledge. Research engagement is
viewed as equally substantial as the teaching and learning carried out at the
Department. When the COVID-19 pandemic disrupted the entire higher
education system, we found new ways to carry out our usual academic and
research engagements. Our students were highly encouraged to continue their
research work even during these difficult times, and thus, today, we witness
the fruits of those great efforts and commitment made towards research by
the students as well as our academia.

This year’s theme has been carefully picked to suit the current global context,
especially in developing nations such as Sri Lanka. “Emerging Challenges
for Developing Economies and Way Forward” opens an array of discussion
topics that are both relevant and timely to the economic stresses and struggles
that the developing economies are facing today. We live in a day and time
that academically strong research is required to be linked to policy directives.
Hence, | sincerely hope that some or most of the academic dialogue and
discussion we carry out today are being directed towards policy
recommendations in different instances.

The ACBE 2021 would have not been possible if not for the generous support
and dedication of many individuals. | wish to convey my gratitude to Dr.
(Mrs.) M.AK. Sriyalatha, Director - Research Center for Business
Economics and Development Studies, and the organizing committee for their
hard work in making this event a success. | hope you all have a productive
and fruitful session today!

Professor P. J. Kumarasinghe

Head, Department of Business Economics
Faculty of Management Studies and Commerce
University of Sri Jayewardenepura, Sri Lanka
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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 the 2" Annual
Conference on Business Economics (ACBE) 2021
organized by the Research Center for Business
Economics and Development Studies. We, as the
Department of Business Economics, Faculty of
Management Studies and Commerce, University of
Sri Jayewardenepura decided to roll out an annual
conference to create a platform for its students to
showcase their research and analytical skills that they have acquired
throughout the degree programme; and this research conference would
inevitably bring together academics from the Economics discipline from
within the entire University system. This conference also marks an important
milestone as it is the first conference in the history of our department to be
held on a digital platform in its entirety.

Research in the discipline of Economics has global significance, especially
in light of the current challenges posed by the COVID-19 pandemic. The
ACBE provides an opportunity for the generation, transmission and
dissemination of knowledge on debatable issues relating to the economic
system; and it addresses the needs and demands of the country in fostering
academic research. This fact is proved through the receipt of a significant
number of research papers in various aspects of economics for initial
reviewing, especially during these tiring times amidst the COVID -19
pandemic.

As the editor as well as the conference chair, | feel privileged to witness the
hard work and commitment of our dedicated organizing committee. | do not
doubt that this forum and our efforts in the conference, would immensely
contribute to enriching the discipline. While congratulating all the presenters,
I wish them all the very best for their future endeavours. | take this
opportunity to thank the research coordinator and everyone who contributed
to the content and production of this proceedings book during this pandemic
period. Finally, | express my sincere gratitude to the Director of the AHEAD
Project for the financial assistance given in making this event a success.

Dr. 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, Sri Lanka
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Keynote Speaker

Dr. Ranjith Ihalanayake
Senior Lecturer in Economics and Finance
Victoria University Business School
Melbourne, Australia
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Impact of Non-Interest Income on Bank Performance: Evidence from Sri
Lanka

Weerasuriya J. S. P. D. S. B.! and Rathnayake R. M. A. K.2
dilhariweerasuriya@gmail.com!, rathnayake@sjp.ac.lk?

ABSTRACT

The study considers cost and profit efficiency as measures of bank performance; as
such, based on the Cobb-Douglas and Tran-slog Stochastic Frontier Forms, it
purposes to explore the impact of non-traditional activities on cost and profit
efficiency of banks’ performance within the context of Sri Lanka. Maintain a mixture
of traditional and non-traditional banking activities is important for any bank as they
ensure cost advantages and leads to reduction of risk. Therefore, this study especially
considers the impact of non-traditional banking activities that have been largely
disregarded in previous studies when measuring bank performance. Accordingly,
Systemically Important Banks (SIBs) in Sri Lanka have been sampled from the period
2009 to 2019, and the estimation of bank efficiency has herein been based on the
Stochastic Frontier Analysis (SFA) as defined by Battese and Coelli (1995). The
efficiency scores obtained indicated that the profit efficiency of banks have decreased
while their cost efficiency has increased due to non-traditional activities. Further, the
Inefficiency Model depicted that while technology development has a negative
impact on profit and cost inefficiencies, a banks’ ownership status does not have any
impact over the same. The study recommends that if one’s ultimate objective is to be
the most cost-efficient bank, one may engage in both traditional and non-traditional
banking activities. However, if the intention is to be the most profit efficient bank,
one may solely engage in traditional banking activities.

Keywords: Cobb-Douglas stochastic frontier, cost efficiency, non-traditional
activities, profit efficiency, trans-log stochastic frontier
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Examining the Nexus Between Money Supply and Economic Growth Under
the Inflation Targeting Framework; Evidence from New Zealand

Mahindarathne I. U.! and Rathnayake R. M. A. K.?
upanikam96@gmail.com?, rathnayake@sjp.ac.lk?

ABSTRACT

This study primarily emphasizes the long-run association between money supply and
economic growth within the context of New Zealand from 1970 to 2019. Inflation
targeting has been implemented by many countries in the world in the recent past.
However, within such a framework, the nexus between money supply and economic
growth is indecisive. The study utilizing a quantitative approach, thus, collected time
series data from the annual reports of the Federal Reverse Bank of New Zealand and
the World Bank Reports. In the meantime, the association between money supply and
economic growth within the context of the inflation targeting framework was
examined by employing the Auto Regressive Distributed Lag (ARDL) Model. The
study revealed an inverse relationship between money supply and economic growth
in the long run, and in contrast, a positive relationship in the short run.

Keywords: ARDL model, economic growth, inflation targeting, money supply
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The Impact of Income Diversification of Commercial Banks on their Financial
Performance — with Special Reference to Sri Lankan Commercial Banks

Tharangani D. W. K.!, Sriyalatha M. A. K.? and Jayasundara D.2
kalsha.tharangani@gmail.com® , kumuduni@sjp.ac.lk 2, n.dimuth@gmail.com®

ABSTRACT

Banks have diversified their income streams by pursuing non-interest income-
generating activities. As such, non-interest income plays a pivotal role in bank
diversification. The objective of this study is to examine the impact of income
diversification on the bank performance of selected licensed commercial banks in Sri
Lanka over 11 years from 2009 to 2019. As such, based on the highest market
capitalization and data availability, ten licensed commercial banks were selected and
explored by utilizing quantitative research methods and a deductive approach.
Income diversification was herein measured through the Diversification Index, while
performance was measured considering the return on assets. The Random Effect
Model combined with cross-sectional data and time series data were used for analysis.
The study revealed that income diversification had a positive impact on bank
performance output while financial leverage had a significant positive impact on bank
performance. However, bank size and growth rate have an inconsequential impact on
bank performance. Further, the findings also highlighted how income diversification
has a significant positive impact on bank performance. This study can thereby be
applied to the banking industry to strengthen overall priorities, goals, and eventually
increase efficiency.

Keywords: Bank performance, commercial banks, diversification, income, non-
interest income, return on assets
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The Impact of Risk on Bank Profitability: With Special Reference to Licensed
Commercial Banks in Sri Lanka

Madushani W. M. A. H.}, Sriyalatha M. A. K.2 and Jayasundara D.2
hashinimadushani0920@gmail.com®, kumuduni@sjp.ac.lk ?, n.dimuth@gmail.com®

ABSTRACT

Commercial banks play an important role within the financial system and the
economy. A proper functioning of the banking system facilitates an efficient payment
system, enhances savings/ investments and thereby contributes for a rapid economic
growth. In their endeavour of achieving stability through profitability, commercial
banks are faced with numerous risks, such as credit risk, market risk, liquidity risk,
operational risk, capital risk, financial market stability, economic stability, reputation
risk, and legal risk etc.

Thereby, this study explores the impact of risk on the profitability of commercial
banks within the Sri Lankan context. In doing so, it employs secondary panel data
from 2008 to 2019, collected from the annual reports of commercial banks and the
Central Bank of Sri Lanka. The study occupied the Fixed Effects Panel Regression
Model to analyse the impact of risk on bank profitability utilizing the E- Views 10
econometric software. Moreover, the Return on Asset Ratio (ROA) was considered
the dependent variable while the Gross Non Performing Loan Ratio (GNPL),
Statutory Liquid Assets Ratio (SLAR), Standing Deposit and Lending Facility Rates
(SDFR & SLFR), Cost to Income Ratio (CIR) and Capital Adequacy Ratio (CAR)
were examined as main independent variables. Following the adjustment for a cross-
section dependence test in panel data, the results suggested that the GNPL, SLAR,
and CIR negatively and significantly impact the ROA, The SLFR and CAR, on the
other hand, showcased a positive and significant impact on the profitability of
commercial banks in Sri Lanka.

Accordingly, the study noted their implications on policy and operations and made
the consequent suggestions: refocus on the effective management of credit risk
(establish credit policy and an efficient credit evaluation process), establish
regulatory limitations on minimum liquidity requirement, encourage the Central
Bank to provide appropriate responses to address market fluctuations, formulate
means to effectively manage operating expenses and maintain an optimal level of
capital to maximize profits, etc.

Keywords: Commercial banks, panel data, profitability, risk on profitability
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Does Financial Inclusion Reduce Poverty and Income Inequality? Evidence

from Sri Lanka

Silva M. S. T.* and Madukala J. 1. 2
tharaka.mssilva@gmail.com® , madukala@sjp.ac.lk®

ABSTRACT

The purpose of this study is to examine the role of Financial Inclusion in eradicating
Poverty and reducing Income Inequality in Sri Lanka. The research was primarily
guantitative in nature while a secondary and a time series analysis were conducted to
reach the specified objectives. The calculated Average Financial Inclusion Index
highlighted that Sri Lanka is experiencing an increasing trend in financial inclusion
and it has uplifted its position as a country with a medium level of financial inclusion.
The inferential statistical analysis conducted employing the Vector autoregression
model (VAR model) has proved that, the country can effectively address its poverty
issue through the direct promotion of financial inclusion. Despite of the significant
negative relationship between financial inclusion and poverty in Sri Lanka, financial
inclusion-income inequality nexus was insignificant. The study elaborates that
financial inclusion does not have the potential to reduce the income inequality
problem effectively and directly in the country. Therefore, the recommendations
suggest certain action priorities that Sri Lanka needs to implement in order to address
both the issues of poverty and income inequality. It also highlights that certain
complementary considerations are required to be implemented with the promotion of
financial inclusion going beyond the traditional facets to reduce both the issues of
poverty and income inequality from Sri Lanka. Therefore, the conclusions and
recommendations pay crucial attention to addressing varied inequalities and
disparities that exist in Sri Lanka; especially concerning gender, age, and spatial
disparities. It also encourages the promotion of financial literacy programs along with
campaigns to increase financial inclusion.

Keywords: Financial inclusion index, financial literacy, Gross National Income,
income inequality, poverty, sustainable development goals


mailto:tharaka.mssilva@gmail.com1
mailto:madukala@sjp.ac.lk2

Annual Conference on Business Economics 2021
Can Compensating Wage Differentials, Economically Empower Women?
: Empirical Evidence from South Asia

Wijayawardhana W. M. P. M.! and Siriwardhane D. R. J.2
pasanwijayawardhana@gmail.com?, d.siriwardhane@sjp.ac.lk?

ABSTRACT

The path towards gender equality, poverty eradication and inclusive economic growth
can be built by women empowerment. This study addresses the problem of
inadequate female labour force participation in South Asia. As such, following a
mixed methodological approach, both the qualitative and guantitative analysis were
triangulated to achieve the objective of the study. The findings of the quantitative
analysis suggested that compensating wage differentials can economically empower
women in South Asia. The follow-up qualitative analysis involved an in-depth inquiry
on empirical evidence of wage differential compensation sensitivity through a case
study in Sri Lanka. Therein, motherhood and child age, co-habitation of grandparents,
male supremacy in traditionally patriarchal families, intergenerational education and
learning, voluntary child labour, human trafficking for women labour exploitation
and growth needs & domestic financial requirements were explored as the
determinants of women’s wage differential compensation sensitivity.

Keywords: Female labour force participation, South Asia, Sri Lanka, women
economic empowerment, women'’s wage differential compensation sensitivity
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ABSTRACT

This study aims to explore the socio-economic factors that shape female labour force
participation in Sri Lanka. Accordingly, secondary data from the Central Bank of Sri
Lanka and the World Bank were employed to explore major socio-economic factors
using the ARDL model. The results of the study conclude that there is an impact of
economic growth on the female labour force participation both in the short and long
run, also enhancement in economic performance would create a negative impact on
the female labour force participation both in the short and long run. Further, it was
found that the size of the urban population and female unemployment also has a
negative impact on female labour force participation in the country. However, the
fertility rate of women creates a positive impact on female labour force participation.
The nature of the relationship between economic growth and female labour force
participation was further examined using a co-integration test performed with the
ARDL boundary test approach. Results revealed a significant inverted U-shaped
relationship which is different to extant literature. It portrayed how at the first phase
of economic growth of the country, female labour force participation increased and
then began to decrease following a certain level of economic growth.

Keywords: ARDL model, economic growth, female labour force participation
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ABSTRACT

Sri Lanka is among the few countries in the world which offers free education to the
entire student population from the primary level to the university undergraduate level.
However, private tutoring has become a salient element among students and parents
in Sri Lanka. For instance, a study conducted by Sri Lanka National Institute of
Education in 2012 indicated that 91%, 73%, and 68% of grade 10 students in Sri
Lanka received private tutoring in Mathematics, Science, and English prior to their
G.C.E. O/L examination. Despite the rapid growth of private tutoring over the years,
this has been a topic that is largely understudied. Therefore, this study investigates
the impact of private tutoring on the social and economic conditions of students
sitting for national qualifying examinations in Sri Lanka.

This research addressed the social aspect through the impact of private tutoring on
students’ emotional intelligence, and the economic aspect in terms of the financial
burden on families. The level of Emotional Intelligence of students was measured by
the Bar-On model considering the time spent on private tutoring. A household study
was conducted to identify which expenses would be sacrificed to provide private
tuition. The findings indicate that out of the five scales used to denote Emotional
Intelligence; Interpersonal Skills, Intrapersonal Skills, Adaptability Skills, Stress
Management and General Mood, developed by Bar-On (1997), Interpersonal Skills
and Adaptability Skills showed a significant positive relationship with the time spent
on private tutoring, while Stress Management and General Mood had a significant
negative relationship. Further, there was no significant relationship between
Intrapersonal Skills and the time spent on private tutoring. The major sacrifices of
private tutoring concerning the economic factors were the interest payments for bank
loans, utility payments, servant salaries, and renovations. Hence, the study
recommends regulating and monitoring the private tutoring industry.

Keywords: Bar-On EQ-I, education, emotional intelligence, private tutoring, Sri
Lanka
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ABSTRACT

The human resource has a heavy influence on the success of a particular organization.
A satisfied, happy and committed employee is the most important asset of any
organization, including banks. Since banks are service providing organizations, the
job satisfaction of banking employees is a primary concern. The study aimed to
examine the overall job satisfaction of government banking sector employees by
serving the organizations to achieve their goals and objectives. This exploratory study
undertook a quantitative research approach since job satisfaction of government
banking sector employees were identified based on employee contribution. As such,
data of 80 respondents who work in government banks within the Colombo region
were collected through a questionnaire. The study concluded that the overall job
satisfaction of government banking sector employees as they served their respective
organizations to achieve organizational goals and objectives were tremendous, and
that employee contribution created an impact in achieving organizational success.
This study underlined that government banking sector employees were satisfied with
their jobs even without considering the materialistic benefits that could be gained
from the organization. Further, these employees endeavor to achieve organizational
goals and objectives by serving the organization.

Keywords: Employee contribution, government banking sector, job satisfaction,
organizational goals and objectives
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ABSTRACT

Foreign aid plays an important role as a source of finance to boost economic growth
in developing countries. As a region, South Asia consists of developing and less
developed countries. Foreign aids, therefore, play a significant role within the
regional economy. The purpose of this study is to analyze the nature of the
relationship between foreign aid and economic growth in South Asian countries. In
addition, this research highlights the short and long-term relationship between foreign
aids and economic growth in South Asian countries. India, Bangladesh, Pakistan, Sri
Lanka, Nepal, and Bhutan have been selected for this study. Accordingly, country-
specific time series data from 1980 to 2018 were used along with the VECM. Results
of this study indicate the existence of long-run relationships between foreign aid as a
percentage of GDP and the natural log of real GDP per capita in each country
investigated. India, Sri Lanka, and Bangladesh showcased an insignificant
relationship between foreign aids on economic growth in the short term. However, in
the long run, foreign aid demonstrated to have a significant impact on the economic
growth of all countries. Nevertheless, India and Pakistan have long-term negative ties
while other countries have positive ties. According to these findings, South Asian
countries must formulate policies to strengthen the allocation of foreign resources for
investment projects. Such policies may include investing in infrastructure and
transportation systems in the left-rural areas, developing civil servants, strengthening
the local government, and taking anti-corruption measures. As South Asia has some
of the largest populous countries in the world, such as India, Pakistan, and
Bangladesh, it is prudent to invest in, social infrastructure and human security.
Furthermore, it is tactical to grow as a region despite the political differences between
individual countries.

Keywords: Cointegration, economic growth, foreign aid, South Asia
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ABSTRACT

This study based on the data published by the Ceylon Electricity Board of Sri Lanka
estimated the economies of scale in Sri Lanka’s electric power generation.
Accordingly, it focused on thermal power generation which is 55% of the total
electric power that is generated through thermal power. The Trans-Log Cost Function
Model used fixed effect panel data analysis in between 2011 to 2019. Therein the data
of the coal power plant and the oil power plant were used as units of the panel data
series and the elasticities were calculated using the trans-log cost function. Economies
of scale were identified as unity minus the elasticity wherein a positive amount
denoted economies of scale and a negative amount highlighted dis-economies of
scale. According to the results, the unity minus price elasticities of factors and the
elasticities of substitution were a positive amount. As such the findings concluded
that the Sri Lankan electric power generation continues to experience economies of
scale since 2011.

Keywords: Economies of scale, electric power generation, panel data analysis, Sri
Lanka, trans-log cost function
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ABSTRACT

The research paper examines the impact of external public debt on exchange rate
volatility in Sri Lanka. Over the past few decades, Sri Lanka has experienced both an
upward trend in external public debt and changes in exchange rates. As changes in
the exchange rate affect the economic growth, the country shows a significant and
volatile trend that has a detrimental effect the economy. This study empirically
investigated the impact of external public debt on the real effective exchange rate
(REER) volatility during the period 1980 to 2019 using annual time series data. The
secondary data were collected from the Central Bank of Sri Lanka and the World
Bank Indicators to meet the objectives of the research. The standard deviation of the
moving average of logarithm was used to measure the REER volatility. Trade
openness, inflation, interest rates, GDP growth rate, money supply and external public
debt were used as independent variables using the Ordinary Least Square technique
(OLS) technique, and the exchange rate volatility was used as the dependent variable.
The findings indicated that inflation, interest rate, and external public debt had a
positive effect on exchange rate volatility while trade openness and money supply
had a negative effect. The GDP growth rate was not found to have any significant
effect. The research aimed to ascertain the relationship between external public debt
and exchange rate volatility of Sri Lanka to make appropriate recommendations based
on the findings of the study.

Keywords: Exchange rate volatility, external public debt, Sri Lanka
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ABSTRACT

The Bank of Ceylon imposes a significant influence on the financial system of Sri
Lanka being the largest asset holding commercial bank in the country. Further, it
handles the largest share of inward remittances in Sri Lanka. Hence, the excellent
financial performance of the Bank of Ceylon is important not only for its direct
stakeholders but also for the entire economy. Analysing the past profitability and its
drivers would help banks to project their future performance. The profit-earning
capacity of a bank is significantly determined by the managerial decisions taken in
relation to bank-specific variables.

Considering the importance of the Bank of Ceylon within the Sri Lankan financial
sphere, the study purposed to investigate the bank-specific determinants of its
profitability. Accordingly, a quantitative research approach was followed utilizing
secondary data gathered through the quarterly financial reports of the bank from 2009
to 2019. The study employed the Return to Assets Ratio to measure the dependent
variable, i.e., profitability. Capital ratio, credit risk, activity mix, overhead expenses,
and bank size were among the independent variables representing the bank-specific
determinants of profitability. A multiple regression analysis was applied in the
analysis. The findings suggested that capital ratio and bank size were the only
variables with a significant positive impact on the profitability of the bank. Therefore,
the study recommended developing the asset base/funding composition and the size
of the bank to enhance the bank’s profitability.

Keywords: A state commercial bank, bank size, capital ratio, multiple regression
analysis, profitability
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ABSTRACT

Previous empirical findings on the relationship between exchange rate volatility and
tourism demand are ambiguous. Moreover, studies which examine the relationship
separately for each major tourist source market are rare in the Sri Lankan context.
Accordingly, this study examines if there is a significant relationship between the
exchange rate volatility and inbound tourism demand from the six major tourist
source markets of Sri Lanka namely, India, China, United Kingdom, Germany,
France, and Australia. These six countries report the highest levels of tourist arrivals
representing up to 53 per cent of tourist arrivals in Sri Lanka. This study follows a
guantitative research approach and uses monthly time-series data from the Tourism
Development Authority and the International Monetary Fund from January 2013 to
December 2018. The Pearson’s Correlation analysis, Granger Causality test, and
Impulse Response Function analysis were herein adopted for a country-level analysis.
The correlation analysis concludes that there is no statistically significant relationship
between exchange rate volatility and tourist arrivals from all six countries. The results
of the Granger Causality test suggest that the exchange rate volatility does not
significantly cause a change in tourist arrivals from each of the six countries. The
impulse response function analysis advocates that the relationship is further
insignificant and that the impact is asymmetric in both the short and long -run. Based
on the results, the study recommends that Sri Lanka should focus more on strategies,
such as marketing and promotional activities, tourism-related infrastructure
development, and product diversification, rather than controlling the variability of
exchange rates to enhance the inbound tourism demand.

Keywords: Causality, correlation, exchange rate, Sri Lanka, tourism demand,
volatility
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ABSTRACT

Tourism is one of the fastest-growing industries in the world and it is a major
contributor to the Sri Lankan GDP. Tourist satisfaction is a key factor that determines
the selection of tourist destinations. Further, the growth potentials of the tourism
industry are reflected in the tourists’ satisfaction behaviour.

The primary objective of this study is to identify the growth potentials in the
Adventure Tourism industry. The study followed a quantitative research approach to
explore the factors influencing adventure tourists’ satisfaction. Further, the key
factors identified from the study were regressed against the adventure tourists’
satisfaction to identify the existing relationship. This study used a non-probability
convenient sampling technique with a sample of 100 adventure tourist respondents
who visited Ella - Badulla before 2020. Primary data were herein collected through a
structured and systematic questionnaire.

A factor analysis, correlation analysis and descriptive analysis were conducted to
achieve the objectives of the study. According to the results of the exploratory factor
analysis, value for money, infrastructure facilities, and emotional value were
identified as the three main determinants of tourist satisfaction. The correlation
analysis was employed to identify the relationship between the key factors and
adventure tourists’ satisfaction. According to this analysis, the above mentioned key
factors illustrate a positive significant relationship with the adventure tourists’
satisfaction. The descriptive analysis further proved that there is substantial growth
potential in the adventure tourism industry due to the presence of a high re-visiting
preference rate and positive recommendations among the sample of respondents.
Hence, this study highlights the timely requirement to implement a practical policy
that would target the adventure tourism industry.

Keywords: Adventure tourism, adventure tourists’ satisfaction, correlation analysis,
exploratory factor analysis
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ABSTRACT

The exchange rate is one of the most important macroeconomic variables that can
greatly influence international trade. Considering how the USA is a major trading
partner of Sri Lanka, this study attempts to explore the exchange rate volatility and
its impact on trade between Sri Lanka and the USA. In achieving the purpose of this
study, the GARCH model, impulse response function and VECM estimation have
been employed as the methodology while the period from 2010 to 2019 has been
considered on monthly basis. To estimate the exchange rate volatility, the study
employs the GARCH model and impulse response function whereas the VECM
estimation is used to estimate the impact of exchange rate volatility on trade between
Sri Lanka and the USA. Results confirm that the GARCH model is a theoretically, to
predict the effect of exchange rate volatility of Sri Lanka and the USA on exports and
imports. It was found that there is a presence of time-varying conditional volatility of
the exchange rate between Sri Lanka and the USA. Further, the impulse response
function depicted how the exchange rate, exports, and imports react to each other for
twelve months ahead. According to the VECM estimation results, it was found that
there was a significant relationship between the exchange rate volatility and export
volume, as well as exchange rate volatility and import volume. Findings in this paper
suggest the stabilization of Sri Lankan rupee along with the exchange rate. Therefore,
moderate the Sri Lankan policies based on fluctuations of exchange rate and
expansion of trade purpose

Keywords: Exchange rate volatility, exports, GARCH model, imports, VECM
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ABSTRACT

The study aims to understand the white spaces in the export market of Sri Lanka to
improve the competitiveness of Cinnamon. Cinnamon in Sri Lanka is uniquely known
for its premium quality, embedded goodness, and fit for consumption. Therefore, the
study attempts to explore the potential of Ceylon Cinnamon to maximise its revenue
earning capacity as the sole authentic Cinnamon producer to the global market. This
is a qualitative study that follows case study approach to explore findings holistically.
As such, in-depth interviews were conducted with the top 3 Cinnamon exporters, one
Multinational Company which operates in the Fast-moving consumer goods (FMCG)
industry and the Export Development Board. A thematic analysis was used to draw
conclusions; and the themes generated therein were, value addition and export
business, Ceylon Cinnamon Vs. Cassia, global value chain opportunities, and
bridging the gap between the local exporter and the global demands. It was made
evident that the competitive edge for Ceylon Cinnamon over Cassia was in innovating
value- added products with a higher composition of Cinnamon in the product.
However, the lack of incentives given by authorities to inculcate a culture of research
and development has restricted the exploratory behaviour of exporters. Thus, they
continue to export with a limited range of value additions. Nevertheless, it is not only
the job of the bulk Cinnamon exporter to engage with value addition but the mediation
of entrepreneurs to produce value- added products is also critical. The study identified
that the government must interfere in installing rigid controls of bribery to avoid
exporters spending unnecessary amounts of time to settle the demands of inefficient
systems. Further, a mechanised process will improve the efficiency of the Cinnamon
supply chain., the process shall be mechanised. Another valuable insight offered by
the study highlights the significance of becoming a part of the global chain by
establishing flavour houses apart from the routine bulk sales.

Keywords: Cinnamon, export competitiveness, value added exports
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ABSTRACT

Early theorists examined Foreign Direct Investment (FDI) and International Trade
independently and the application of ideologies on FDI and international trade is still
in its infant stage. Nevertheless, even though the significance of FDI and international
trade as independent economic variables have been broadly identified, the causal
linkages between FDI and international trade are relatively understudied. A
bidirectional causal relationship between FDI and exports, and FDI and imports exist
conceptually. However, since extant literature on the relationship between FDI and
international trade is inconclusive South Asian countries must re-examine their
existing FDI policy framework relating to exports, imports, and trading policies, to
improve and establish new policies regarding FDI and international trade. Such
exploration would assist in creating a favourable trade deficit. Therefore, the study
intends to fill this gap by examining the causal relationship between FDI and
international trade in selected South Asian countries from 2002 to 2018. Accordingly,
Sri Lanka, India, Bangladesh, Maldives, Pakistan, Nepal, and Bhutan were selected
as the sample based on the data availability. This study employs the Granger
Causality Test based on VECM to determine the relationship between FDI and
international trade within a balanced panel data framework. The panel cointegration
tests proved that variables were cointegrated. The findings of the VECM analysis
highlighted that the South Asian future real FDI would lead to real exports, real
imports and vice versa. Further future real exports would lead to real imports and vice
versa. The results indicated that the bidirectional causalities among real FDI, real
exports, and real imports were important to enhance trade liberalization in South Asia.
Thus, the study recommends attracting more FDI through its beneficial impact on
exports while encouraging export-oriented products and discouraging imports to
reduce the trade deficit.

Keywords: Export, FDI, Granger causality, import, VECM
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ABSTRACT

This study investigates the determinants of demand for fish in the context of Sri
Lanka. Fish prices fluctuate daily, nevertheless, it is known to provide great
nutritional value. Therefore, it has been identified that fish plays an important role in
the day-to-day lives of people. Several factors, namely, price of fish, price of chicken,
price of eggs and per capita income has been used to assess the demand for fish.
Herein, the ARIMAX model consisting of four steps, namely, identification,
estimation, diagnostic checking and forecasting was employed to analyze data.
However, the stationarity of the data was checked prior to running the model as the
study uses a time-series data set. Herein, the Akaike information criteria, adjusted R-
squared value, number of significant variables and white noise were used to select the
best model. Thereafter, the estimation was executed based on the log-log model. This
identified that the price of fish and price of chicken were significant determinants of
the fish consumption other than the previous values of fish consumption and error
terms. The study also revealed that the price elasticity of demand for fish was
inelastic. In conclusion, the estimated model was used to forecast the demand for fish
in Sri Lanka since the “Peliyagoda Central Fish Market Complex” is the main center
within the Colombo district where production of fish in different cities around Sri
Lanka is transported.

Keywords: ARIMAX model, fish demand, price of fish
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ABSTRACT

People with Disabilities (PwDs) are a global phenomenon, and the concept of
“disability” is identified in several sections of sustainable development goals. Sri
Lanka has one of the highest disability ratios in the South Asian region and PwDs are
facing numerous obstacles in their day-to-day life. Among all such difficulties,
having an opportunity to work for a decent wage has emerged as a sensitive topic.
The employment of PwDs is subject to multiple barriers. Empirical reviews indicated
that an employer's negative attitude is one of the key barriers to career openings for
PwDs. Hence, the research aimed to determine the employers' attitudes toward
recruiting PwDs and to examine the impact of these attitudes on their hiring practices.
The survey population consisted of private-sector employers in Sri Lanka and data
were obtained through online questionnaires. A frequency analysis, an exploratory
factor analysis and a binary regression analysis were carried out to analyse data. In
doing so, it was found that employers in the private sector have both favourable and
unfavourable attitudes towards the PwDs. Further, the more favourable the attitudes
of employers towards PwDs, the more willing they were to recruit or continue to
employ PwDs. The results showed that the strongest predictors of the probability that
employers recruit PwDs were the attitudes of employers toward work performance
and the stereotypes.

Keywords: Attitudes, person with disabilities, private sector, unemployment
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ABSTRACT

SMEs are considered the backbone of developing economies where it mainly adds to
the production and employability amongst many. The study addresses a critical factor
of SMEs, the level of financial capability - which many studies have identified as a
significant determinant of sustainability and the performance of SMEs. It further
assesses the relationship between access to finance and the components of financial
capability. The study gathered data of 50 SME owner-managers from Colombo and
Matara districts and obtained the same via a combination of survey and standardized
interviews conducted using a modified structured questionnaire developed by the
World Bank Group. It found that the financial capability level of SME owner-
managers is at a moderate level where significantly high knowledge and awareness
were observed to be non-reflective in the financial behavior. Further it was identified
that owner-mangers of small-scale businesses, unregistered businesses, businesses
without access to finance and businesses that have been operated for more than 20
years were the most vulnerable groups in terms of financial capability. Moreover, it
emphasizes that the financial behavior of SME owner-managers and their literacy
creates a significant positive impact on access to finance; thus, reflecting the need for
treating the behavioral deficiency. Interestingly the study observed a weak financial
behavior of SME owner-managers in relation to the aspects of preparing budgets and
abiding by them, risk assessment, preparation of long term financial plans, and the
preparation of business plans. The correlation analysis conducted herein suggests a
strong positive correlation between the above and access to finance. Thereby,
considering the significance of SMEs to the socio-economic development of a nation,
the study recommends initiating policy measures that would inculcate the best
financial behaviors among the SME community.

Keywords: Access to finance, financial capability, financial literacy, small and
medium scale enterprises

21


mailto:kredashiwanthi@gmail.com1
mailto:pjsampath@sjp.ac.lk2

Annual Conference on Business Economics 2021

A Descriptive Study on the Status of Rural Women in the Garment Sector;
with Special Reference to the Kandy District

Jayatissa R. C.* and Lalanie P. P.?
ruvinijayalé@gmail.com!, priyanthal @sjp.ac.lk?

ABSTRACT

The Sri Lankan garment sector plays a vital role in the country by being the key
exporter and an employment hub. In a culture where women employment is rare, the
garment sector provides opportunities to thousands of underprivileged, poor, and
neglected women, especially women from the rural sector in the country. Hence, it is
obvious that the living situation of this underprivileged and neglected group of
women in the rural sector could change as they have been employed in the garment
sector during the last few decades. As such, this study is motivated to explore the
types of changes that occurred in the lives of female labourers of the rural sector
intending to identify the present socio-economic conditions and the economic and
non-economic changes that occurred in their lives following their employment in the
garment industry. The above is studied in relation to those working in the Kandy
district of Sri Lanka.

This qualitative and descriptive study drew in-depth interviews from sixty working
women in the garment sector by using a pre-structured questionnaire. By doing so, it
identified that their economic status is much better in comparison to the women
considered in other similar studies since women in the Kandy district maintained a
decent level of savings and a significant level of control over their income after being
employed in the garment sector. Also, the non-economic status of female workers
was explored in terms of physical capital, human capital, and social capital.
Accordingly, the study found that the respondents were able to gain physical assets
using their income while enhancing their knowledge through training through which
their decision-making power was improved. However, this was at the cost of
weakened health conditions and less time spared for household and childcare
responsibilities. In conclusion, the study proposes certain recommendations that
would further improve the economic and non-economic status of rural female
garment workers.

Keywords: Economic and non-economic status, female workers, garment sector,
Kandy district
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ABSTRACT

This paper documents the challenges, opportunities, and prospects of deploying the
weather index crop-based insurance in the Anuradhapura district wherein irrigated
paddy farming is most predominant. Accordingly, it introduces how the agricultural
index insurance addresses the climate-related risks faced by paddy farmers; and in
doing so, it focuses on the paddy farmers who face catastrophic production losses due
to climatic risks. The study utilizes the meteorological data analysis that is correlated
with the crop yield together with the discussions and interviews conducted with
farmers and insurances experts to identify the extent to which the weather-based crop
insurance can be implemented. The study investigates and documents the above
intending to identify the index insurances available for farmers in selected sites of the
Anuradhapura district to determine the factors that allow farmers to shift over the
insurance. Accordingly, it established that the primary challenges that impede the
enhancement of the index-based insurance included weaknesses in financial facilities,
inconsistencies in meteorological data that is available, the narrow capacity of
building the stakeholders and the lack of innovative insurance for local adaptation.
Therefore, the study proposes several strategies to overcome the low adaptability of
insurance - introduction of farmer-driven flexible designs, strong private and public
partnerships as well as improvements in the consistency of the availability of weather
data.

Keywords: Weather based crop insurance, climate risk
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ABSTRACT

According to studies by Chukwuemeka, Maryrose, Okon (2019) and Man (2012),
consumers' level of education does not affect their ability to purchase products via
online stores. Accordingly, the primary objective explored if there was a change in
consumer inclination to purchase products via online stores as a result of their level
of education. Accordingly, a questionnaire was administered to collect data from a
sample of 314 consumers in the two Grama Niladhari Divisions of Wijerama and
Maharagama town in the Maharagama Divisional Secretariat Division. Accordingly,
ONE WAY ANOVA was conducted, and it tested the following hypotheses.

HO- There is no change in the tendency of consumers to buy products via online stores
depending on the level of education.

H1- There is a change in the tendency of consumers to buy products via online stores
depending on the level of education.

There is no change in the tendency of consumers to buy products via online stores
depending on the level of education. ((P > 0.005), (0.114> 0.005)). The study
concluded that consumers were not influenced by their level of education when
purchasing products via online stores. Based on the findings the study recommends
entrepreneurs who run online stores in Sri Lanka to employ a method they perceive
as most appropriate to attract customers, regardless of education or illiteracy.

Keywords: Level of education, online shopping
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ABSTRACT

Fallahi & Rodrigues (2014) claim that there is a positive relationship between robbery
and unemployment while Lundqvist (2018) has not found a clear relationship
between the same, Accordingly, this study primarily intends to identify the impact of
unemployment on robbery, and investigate if there is a difference in robberies
regionally, as this would create a profound effect on economic progress. In doing so,
the study utilized annual data on robbery, in 40 selected countries during the year
2014 as published by the United Nations. The countries were selected from each
region representing Asia, Africa, America and Europe using convenient sampling;
while the values translated into logs of the number of robberies per year were used
for the study. The relationship between robbery and unemployment were analyzed
using a regression model while a one-Way ANOVA test was conducted to analyze
the regional variation of robberies. Herein a hypothetical test of how the
unemployment rate affects robbery was also conducted.

Ho: There is no relationship between robbery and unemployment.

Hi: There is a relationship between robbery and unemployment.

Based on this analysis the null hypothesis was rejected; as such, it was concluded that
there was a positive relationship between robbery and unemployment rates in the
selected countries. The study also highlighted that when the unemployment rate
changes by one log unit, the robbery log increases by 1.52 units. The One-Way
ANOVA F statistics indicated that there was no difference between robberies in the
Asian, African, American and European regions and that the insignificant was
represented by a significant value which was more than 0.025. The study further
indicated that unemployment had an impact on robberies in countries, therefore, it is
important to focus on measures that can be taken to reduce unemployment. The study
thus proposed policy changes to reduce unemployment in the respective countries by
reorganizing the education system to suit the job market.

Keywords: Robbery, unemployment
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ABSTRACT

The world we live in evolves day by day. The economy within the developing and
the developed nations are chaotic in nature. Agricultural practices, innovations, and
procedures that were used in the past are now being phased out. Agricultural
evolution, may it be direct or indirect, aids in the alleviation of poverty on a large
scale. Poverty, as a sustainable development goal, is a burning issue in most
developing countries. Herein setbacks in technological innovation in agriculture and
the rapid progress of poverty are caused by the chaos relating to war, natural disaster,
political volatility etc. The primary aim of this research is to assess extant literature
on Agricultural Innovation and Poverty in a global context. In doing so, the authors
have conducted a systematic review of literature, addressing important keywords
associated with Agricultural Innovation and Poverty from a macro perspective. The
study concluded that technological schemes within agricultural innovation were
limited across developing countries despite it being a critical subject. Moreover, there
was also an overall deficiency in the availability of a comprehensive analysis of
literature that included sufficient recognition to assist the authors in gaining an
overview of technological innovation in agriculture and poverty alleviation. As such,
the paper recognizes the established flaws and emphasizes the importance of new
discovery channels for future study.

Keywords: Agriculture, innovation, poverty
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ABSTRACT

The education sector is undergoing significant learning and teaching challenges with
the novel pandemic. The novel coronavirus (COVID-19) pandemic severely affected
every sector across the world. The existing literature databases on COVID-19 focus
on the medical elements of the pandemic. Therefore, this study focused on the
COVID-19 pandemic and the performance of academic personnel. The purpose of
this study is to provide an open access resource to support future learners and scholars
to gain timely access to pre-examined literature on the performance of the academic
staff during COVID-19. This study based on 31 manuscripts published online
between, 1% January 2020 to 01% April 2021, uses a rigorous systematic review
method, engaging in the PRISMA approach to conduct a thorough reading process
for observing the selected articles. It offers a first glance at the metadata of articles
published on the COVID-19 pandemic, and the performance of academic personnel
during the first fifteen months following the rise of the novel coronavirus disease, by
providing an open access database to secure opportunities for future research.

Keywords: Performance of academic personnel, COVID-19, education sector, open
access database, systematic review
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ABSTRACT

This study aims to determine the determinants of the medium-term public debt
dynamics for Sri Lanka focussing on the post-COVID-19 period. The public debt
trajectory of Sri Lanka has taken a precarious turn since many credit rating agencies,
in the recent past, highlighted an increasing possibility of a sovereign default by Sri
Lanka due to the tax cuts and the complications caused by the COVID-19 pandemic.
Accordingly, the study utilized a linear Auto Regressive Distributed Lag (ARDL)
model to assess the impact of economic growth, fiscal deficits, exchange rates,
domestic and international interest rates on the debt to GDP ratio of Sri Lanka using
annual data from 1990 to 2019. The results indicate that higher economic growth
would lead to lower debt ratios in the long run, while fiscal deficits, on the other hand,
would deteriorate the debt dynamics in the short run. This presents a unique trade-off
on whether to follow a safe approach by focusing on fiscal consolidation or to utilize
fiscal expansionary measures to achieve sustained economic growth, which weakens
debt fundamentals in the medium term but enables a more sustained debt outlook in
the long run. In crises such as the COVID-19 pandemic, government expenditure
plays a pivotal role in revitalizing the decelerated consumption and investment
expenditures. Any attempts at fiscal consolidation at such a crucial juncture is more
likely to damage a vailing economy. Therefore, for Sri Lanka, fiscally stimulating
consumption and investment expenditures and achieving sustainable debt dynamics
in the long run through an enhanced economic growth is a viable alternative.

Keywords: Debt management, fiscal policy, public debt
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ABSTRACT

The 2004 Tsunami earthquake catastrophe is regarded as ‘one of the deadliest natural
disasters’ that transpired in the recorded civil history, which caused substantial havoc
in several South and Southeast Asian countries. Its impact on the regional tourism
sector was classed paramount. Thereby, this research paper aims to identify the
tourism sector recovery timelines using a cross-country panel of seven Tsunami-
affected countries, while taking a succinct look at the country-wise implications
observed. This quantitative-based research project was backed by the Pooled
Ordinary Least Square Regression method, while all its data were sourced from
reputed secondary data vaults such as the World Bank (WB), International Monetary
Fund (IMF) and the United National World Tourism Organisation (UNWTO). The
principal finding of the statistical undertaking was that the countries affected by the
2004 Tsunami incident required at least four years since then to absorb their pre-crisis
levels of tourism performance that was measured in terms of the number of
international tourist arrivals. This resultant timeline spans beyond the ‘active post-
crisis period’ from 2005 to 2007, and implicitly synchronises with the Collier-Dollar
model idea that the aid provided during the first three years of recovery is deemed
‘inefficient’, and only becomes 'strongly effective’ for a few years thereafter.
Therefore, if a country is to successfully brace the substantial impact on the tourism
sector, owing to an ‘out of the blue” crisis such as the 2004 Tsunami, either the nation
needs to have sufficient inter-sectorial diversification to balance out the overall
adversities of the crisis, or the nation must own a strong Tourism Unique Selling Point
(USP) to effectively uplift the affected sphere.

Keywords: 2004 Tsunami, tourism sector, recovery, South and Southeast Asia
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ABSTRACT

The Global Competitiveness Index of 2019 ranked Sri Lanka as the 84™ and this
indicates lower export competitiveness. The world share of exports of Sri Lanka has
continued to reduce over the last decades and by 2020, it was at 0.057%. Among the
factors that determine the level of exports, logistics has been identified as crucial in
many empirical studies. As per the International Logistic Performance Index, Sri
Lanka is ranked 94" among 160 countries and this is not a satisfactory level.
Accordingly, the objective of this study is to identify the impact of logistic
management in making Sri Lankan exports competitive in the short- and long run.
The Auto-Regressive Distributed Lag (ARDL) model was employed to investigate
the impact of logistic performance on export competitiveness in Sri Lanka as it
captures both short and long term impacts. The study operationalised logistics by
transport infrastructure, telecommunication and information technology by using
time series data of over 35 years from 1985 to 2019 collected from the World
Development Indicators. The short-run results revealed a positive impact on exports
by telecommunication and information technology with lag effects. Transport
infrastructure showed a negative impact on exports in the current year, while it
adjusted to generate a positive impact with lag effects. Long-run results suggest that
the use of information technology creates the highest positive impact on exports
followed by telecommunication and transport infrastructure. In observing both
shortand long term results, the study revealed that improving logistics will enhance
the export competitiveness of Sri Lanka.

Keywords: ARDL model; export competitiveness; logistics performance
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ABSTRACT

Foreign Direct Investment (FDI) is an important factor for economic growth,
especially in the context of developing economies as it is a much-needed financial
source in addition to other domestic financial options available to such an
economy. The Investment Law framework is the gateway for an investor to the
host country. According to the literature, the legal framework of a country is one
of the factors considered by an investor before making an investment decision.
While this is an indication of the positive impact of a good and sound legal
framework in attracting an FDI into any country, there is a dearth of literature on
the impact of a country’s Investment Law framework on FDI attraction. Therefore,
the objective of this paper is to undertake a comparative analysis of the Investment
Law regime in Malaysia in comparison to Sri Lanka, to identify any existing
lacunas/gaps or improvements required by the Investment Law of Sri Lanka to
optimize investment attractiveness and increase FDI. The study therein utilizes a
twofold research methodology: (i) a qualitative comparative analysis of the
Investment Laws of the two jurisdictions to determine the similarities and
differences in the legislative enactments on Investment Law and identify the gaps
and/or lacunas existing in the Sri Lankan Investment Law; and (ii) a series of semi-
structured interviews with identified stakeholders including, the government,
investors, legal practitioners and economists on the comparative analysis
undertaken. This comparison discussed the entry of FDI, treatment afforded to
foreign investors and their investment and the role of export processing zones in
attracting FDI. Further, as an ancillary tool, a comparative analysis of the World
Bank, Ease of Doing Business rankings and the factors affecting the same were
reviewed to determine their impact over the Investment Law framework. As such,
the study identified certain gaps and lacunas in the Investment law framework in
Sri Lanka in comparison to the Malaysian counterpart and has made
recommendations as solutions to rectify the same.

Keywords: Investment law, Sri Lanka, Malaysia, FDI, comparative analysis
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ABSTRACT

The COVID-19 pandemic hit the global tourism industry in an adverse manner. The
Sri Lankan tourism industry was also severely affected by this, and tourism
entrepreneurs were at stake and were among the critically distressed clusters within
the Sri Lankan economy. Hence with respect to the learnings and experience that the
stakeholders had during the pandemic, this study focuses on Crisis Management
strategies which the Small and Medium Entrepreneurs could adopt in the post crisis
recovery stage and at future pre-crisis situations. The study adopted a qualitative
approach with semi structured in-depth interviews as the data collection technique.
Further, a thematic approach was undertaken to analyze data. The questions were
focused on pre-crisis and crisis period separately. It was identified that Sri Lankan
tourism entrepreneurs could have anticipated the crisis at the pre-crisis phase which
could have given them the ability to be more resilient and less vulnerable to the crisis.
Moreover, the study also found that the main constraint during the crisis was to
manage the cash flow than ensuring profitability. Hence, the entrepreneurial
strategies were identified to face the above two main problems under the key pillars
of human resource management, operations management, marketing, and financial
management. Resource mobility from one industry to another, shift in the operations
from dine-in to takeaway or delivery, employee rotation and enabling work from
home were noted as the frequently employed short-term measures which used to
minimize the damage caused by the crisis. Nevertheless, it was also identified that
long-term measures are also required to be adopted to ensure the post-crisis recovery
as tourism as an industry is frequently threatened with external shocks due to its high
volatility; however, most tourism entrepreneurs have extensive focus over short-term
measures as most of them are burdened with loans and other sort of credit. Hence, it
is also suggested that tourism entrepreneurs should pre-anticipate crises in future to
reduce the adverse effects of the same and tourism industry stakeholders are
encouraged to pay more attention to ensuring their survival during a crisis and post
crisis recovery period.

Keywords: COVID-19, crisis management, entrepreneurship, tourism
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ABSTRACT

Sectors of the blue economy, such as travel, tourism, shipping, fisheries, and seafood
production, were heavily impacted by the COVID-19 pandemic. Disruptions in
supply capacity concerning transportation routes, limited access to ports and their
closures, reduced demand, and increased health and regulatory measures have
crippled these areas. As such, this study intended to explore the impact of the COVID-
19 pandemic on the blue economy of Sri Lanka and identify the parties affected due
to its repercussions on the blue economy. In doing so, the author followed a
qualitative approach by using both primary and secondary data. Accordingly, it was
noted that major concerns in non-traditional maritime security, such as drug
trafficking, piracy, and illegal migration were on the rise. It was also revealed that
this direct and indirect influence weakened the law of the sea. 90% of world freight
are done by sea. Moreover, the supply of fish feed, which is both a national and
international economic need, has decreased significantly. Further, the Sri Lankan
economy shrank by 16.3% y-o0-y in Q220, with the construction sector being hit the
hardest (securing 30.1% y-0-y), before rebounding to a 1.6% y-0-y growth in Q320.
This was followed by the services sector which registered a 12.9% decline in at Q220
and a 1.6% growth in at Q320. This also has an impact on the economic system. There
is a shortage of trade and export seafood due to declining fishing activities in the
marine environment. The study thus highlighted that the main sectors of the official
economic system -the tourism industry and the fisheries and seafood production have
become inactive in the current context. Also, as a result of illegal immigration being
increased, the study identified migration towards favourable areas to protect
themselves from their epidemic status.

Keywords: COVID-19 pandemic, blue economy, maritime security, Sri Lanka
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