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Abstract

Sri Lankan Economic Crisis: Pathways, Politics and Potential for Disaster

A review of critical macroeconomic data illustrates the severity of Sri Lanka's economic crisis. Indicators in the key sectors
of the economy have reached new lows in recent years and, in some cases, never previously seen in this country's post-
independence history. Sri Lanka is currently experiencing four interrelated crises: economic, political, social and
governance. The underlining economic crisis is at the forefront where Sri Lanka has seen the de-democratization,
militarization of public administration, insensitivity to the ramifications of the policy failures, and the lack of effective
government interventions to ease the economic sufferings the poor and underprivileged.

The misdeeds of the present government aggravated the economic crisis, but it was the product of an open economy and
neoliberalism introduced in Sri Lanka in 1977. The liberalization of the economy, which cleared the start of a new age of
capitalist transition in 1977, was the starting point of the crisis where Sri Lanka incorporated into a global framework
controlled by a neoliberal political project. The new capitalist transition phase has resulted in significant changes in the
socio-economic structure. The fundamental aspect appears to be that small-holder agriculture is becoming less sustainable,
and an increasing number of people rely on wage labour for a living. The crisis of this transition needed a distractor to
survive, and the ethic engagements aggravated by the Sinhala Buddhist chauvinistic policies became the platform for
contestation and later developed into a full-scale civil war.

The capitalist transition has undermined the state's economic security, eroded the social security Sri Lankans enjoyed since
independence and performed a critical role in the civil war. Against this backdrop, it is vital to understand that the Present
Sri Lankan state is an outcome of the three-decade-old civil war and ethnic outbidding, which plays a crucial role in
electoral politics in Sir Lanka. The current economic difficulties are the result of the convergence of various concerns. The
costs of waging a military strategy and continuing to do so even after the end of the war, commercial loans to finance the
infrastructure projects and widespread rampant corruption are three issues of significant concern. Easter attacks and the
pandemic were the latest additions only as misfortunes.

The balance of payments problem is merely one of the combustible facets of Sri Lanka's predicament. There is also a crisis
in the socio-political structure and the state itself, and they are all intertwined. Sri Lanka is economically bankrupt, with
voters seizing control of the political process and lacking genuine political leadership from opposition players. It is a
widespread societal catastrophe. It is an open expression of societal discontent. Notably, political parties are not mobilizing
against this. These protests are occurring spontaneously and are not affiliated with any political party. There is a significant
deal of popular outrage at the moment. Sri Lankans are a very resilient society, but on the other hand, Sri Lankan history
shows that the political class has always dealt with economic problems in not such peaceful ways. The economic crisis has
given much leeway for bilateral opportunism, where Sri Lanka's state sovereignty is undermined. The overall picture of
Sri Lanka depicts Achebe's expression 'things fall apart'. An objective and pragmatic program for overcoming the crisis
is essential in rescuing the country from falling into a state of anarchy, which is much more dangerous locally and regionally
and worse than authoritarianism.
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