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Tn Whose Interest?’: Mega-Development Projects in Hambantota
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$! +++1 UN Declaration on the Right to Development

Since the end of the war, the district of Hambantota located in the deep south of Sri Lanka has been
singled out for intensive economic development by the Government of Sri Lanka (GoSL).

The development drive has thus far included; the new Ruhunu Magampura international port, Mattala
international airport, Southern Highway and other road infrastructure, Matara-Hambantota railway,
Mahinda Rajapaksa International cricket stadium, irrigation schemes and bridges, Siribopura
Administration Complex, Ranminithanna cinema village, Mirijjawila dry zone botanic gardens,
Samodagama wind-power plant, the largest international conference hall in South Asia, Chamal
Rajapaksa Ayurveda Hospital and Sri Lanka’s largest Investment Zone of 2,717 acres. The State hopes
for further foreign direct investment, including the establishment ofa 1000 room Shangri-La hotel. Most
projects are funded through foreign loans rather than foreign direct investment, with China leading the list

of lenders.
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http://www.ds.gov.lk/dist_hamba

Whilst 95.6% o f the population is engaged in the rural sector, the urban population consists of 4.1%.5*
Interestingly though, of the total employed population of 164,923 (43.5%), the percentage of non-
agricultural / fishery workers (58.7%) is higher than the agricultural and fishery workers (41.3%). Total
unemployment rate is 10.8% with high female unemployment at 17.4% and male unemployment at 8.4%.
Total university admissions from Hambantota for 2009/10 have been a meagre 725 students. The highest
level of unemployment prevails amongst those with G.C.E A/L qualifications (21.6%) highlighting the
lack of opportunities for skilled work.

Although a geographically rich area, poor socio-economic development and lack of local
entrepreneurship and investment capacity makes mega developments in Hambantota a highly debatable
state policy which is pushing the country further into debt.

6/ 64/+ I8(A#&( 6& ( % /& | 4'4/& &4<

5 Economic and Social Statistics o fSri Lanka 2011, Central Bank of Sri Lanka, Colombo, P-13 - based upon 2001

* Ministry of Economic Development website http://med.gov.lk/enRlislt/7p9Re id=1478
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People’s Rightto Development

Development should be a forerunner to the protection of dk2)4f0 11;;1mllle\sN were.,
- . . . ummoned before Cowt. We were:;
people’s political, economic and social freedoms and rights. The yUMmo e } !
. . . . told, that our houses which were?i
style of development promoted by international financial
o donated by; an INGQ-'after the]
institutions such as the World Bank and IMF however has . )
. . . . 'Tsunami were located on,-'.state'j
succeeded in protecting the profits of a minority rather than the
) o ] ) ;lands. We were asked to comply”
rights of the majority, with the masses expected to benefit from . . .
rickled trocts of ho ' Stat dit ) Lwith. an eviction order” ,said m
rickle-down effects of suc rowth’. State expenditure is . .
g. P rresident who had lost his housef
encouraged to focus on economic development over welfare
o ] due to development related]
measures and governments are expected to privatise public

displacement. Displaced residents!
services for purposes of efficiency and profitability. were informed that compensation
would only be offered if they,
signed papers repudiating
ownership. The papers have been ]
signed and lands taken over, but
compensation is yet to be paid.-
.8 N 67//9 +
The field research in 2011 discovered that all the socio- V .
economic issues due to development related displacement such "

The mega developments taking place across Sri Lanka
encourage such neoliberal policies with major infrastructure

developments destroying the livelihoods and way of life of local
communities.

r
as loss of housing and livelihood, insufficient compensation, elephant-man conflicts and a general

deterioration of living standards prevailing at the time of the 2009 investigation were as yet unresolved,

while some had deepened even further. An equally grave concern is the soaring levels of national debt
increasingly and irresponsibly incurred by the GoSL due to such ‘developments’.

Made in Sri Lanka, financed by China

The development of Hambantota has come at a massive cost to the country and its people. China has
committed almost 55% of total aid to Sri Lanka with Japan pledging approximately 30% and Asian
Development Bank (ADB) and World Bank (WB) collectively lending USD 413.2 million. China’s aid is
mainly for the rehabilitation and improvement of road networks and mega infrastructure developments.
Of the USD 759.8 million committed by China between January and April 2011, almost USD 500 million

is for the improvement and rehabilitation of priority roads. Another USD 138.2 is for the continued
construction ofthe Southern Expressway.7

7“Drop in US aid no surprise’, )+ 31 July 2011, hpp-//www.sundayobsgrver?* 0 ];/07/31/fea30.a7P.
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Sri Lanka’s debt ofchoice: loans orgrants7 ' oo T
(China's White Paper on Foreign Aid, Information Office ofthe State Council ofthe People’s
Republic of China, April 2011, http://news.xinhuanet.com/english201Q/china/2011-

04/21/c 13839683 5.htm)

Interest free loans allow recipients to avoid paying interest for a period of time and are usually
provided for a period of 20 years. This includes five years o f use, five years of grace and ten years of
repayment. China provides interest-free loan mainly to help recipient countries to construct public
facilities and improve peoples’ livelihoods.

Grants are non-payable funds given by the Chinese government and usually target particular’
projects. Grants are provided to build hospitals, schools and low-cost houses, water supply projects
1and other such medium and small projects.

Concessional loans are given to undertake mega development projects which generate both
economic and social benefits. These projects are generally large and medium-sized infrastructure
projects. Besides financial assistance China also provides plant and electrical products and technical
services. The current annual interest rate of China’s concessional loans is between 2% and 3%.'The
period of repayment is 15 to 20 years. J ot

Preferential buyer’s credit refers to'long term credit extended to finance imports of Chinese
products and construction of infrastructure projects. e

. R I . e _ F
Almost all financial aid from China comes in the form of loans. There is confusion and.

misinformation among the general public regarding the type o fassistance received and repaymenl
conditions. The primary purpose of these loans has been infrastructure building and it is
concessional loans which cater to such infrastructure projects. Although given at a concessional
rate, repayment comes at a higher cost than 'interestfree loans' with interest paid over a periodof
15-20years rather than 10years. There should be no doubt whatsoever that whatever theform ofthel
loans, the repayments will be heavy. .o r by

The effectiveness o fmega developments

There has been some debate regarding effectiveness of the high profile and costly developments being
carried out in Hambantota. However, lack of political and administrative transparency, public data and
participation and critical analysis of implications prevent such discussions from reaching beyond the
political, academic and civil society circles and into the public arena.

Hambantota’s pride and joy: The Magam Ruhunupura Mahinda Rajapaksaport

The first stage of the Hambantota port alone has cost USD 361 million with a loan interest of 6.3%. The
total cost is estimated to be USD 1.5 billion with China’s Exim Bank financing 85 per cent and the
balance funded by the Sri Lankan government. Apart from construction costs, a rock which halted
progress of the second phase and prevented larger ships from entering the port (the existence of which
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travelling long distances to popular destinations would not only deter foreign tourists, but would most
certainly raise protests from Sri Lankans compelled to disembark in Mattala.

The Sooriyawewa Mahinda Rajapaksa International Cricket Stadium is estimated to have cost
nearly fourfold the initial estimates of Rs.700 million although there is no publicly available data on the
exact cost of the project.16 It now hosts infrequent international cricket matches which are wholly
inadequate for its maintenance. Due to its rural location and a financially deprived local population, the
stadium is not used for public entertainment events unlike many other cricket stadiums and sports clubs.

The grandstand holds 8,000 spectators with a total of 20,000 permanent seats and the standing pavilions
have a capacity of 15,000 persons. Due to depleted finances of the Sri Lanka Cricket Board and lack of
regular hire, the stadium has been handed over to the Sri Lanka Army for maintenance. This incidentally
also highlights the maintenance of a disproportionately large military, now forced to carry out civilian
tasks. At the time of our visit military personnel were primarily employed in security and maintenance.

The stadium now stands as an attraction for local visitors to the area who are given guided tours by army
personnel. It was obvious that the stadium was in a state of neglect due to lack of usage and large cracks
in the structure had already begun to demonstrate the poor quality of construction.

Ranminithenna tele-cinema village is still a work in progress. The first phase has been completed on 80
acres of land and has been open to the public since May 2010. The entire project is to be built on 235
acres and scheduled to be completed in 2012. The tele-village contains backdrops of both urban and rural
or village structures and settings including dummy facades of famous landmarks. Additionally, it consists
of a range of other facilities such as administrative buildings, open stage studio, changing rooms,
accommodation, catering services, cinema hall. 'Swayanjatha' is the first teledrama to be shot at this

location.

With a cost of Rs 600 million for the first phase, and total cost expected to exceed Rs.2 billion17 the tele-
village has hosted less than 15 productions since its commencement in March 2010 until our visit in
November 2011.18The charges for screening are too high for local film makers - with adverts charged per
hour and the entire site available for Rs.30, 000 per hour. Logistics, transportation and accommodation
costs together with heavy hire charges make it an unaffordable option.

16 “The COPE Committee observed that initial estimate for the construction of the Hambantota, Kettarama and
Pallekele playgrounds had been Rs 3.3 billion, whereas the total expenditure was Rs 7.18 billion.* See, ‘Corrupt
officials, politicians exposed (COPE) but committee lacks power: DEW\ Sunday Times, 04 December 2011,
[itfp7/www.sundavtimes.lk/l 11204/News/nws 12.html

I7 ‘Ranminithenna Tele-Cine Park, biggest fillip for Lankan Cinema - President*, Muslimguardian,31.03.2010
hr/p-Ziver. . muslimzuardian.net/index php?option=com content&view=article&id=498:ranminithenna-tele-
rin0-p(irk-bi2Zest-rillip-for-lankan-cinema-president&catid=l03:lead-news&Itemid=480

> |nterviews with staff members/ guides at the Park on 20 November 2011
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http://news.lk/v2/index.php?option=com_content&view=artic1e&id=_18394:hambantot_a-ad

been allocated to relocated families, only 200 plus families have settled in them due to the remoteness of
the location from commercial centres and cultivable land.

In 2011, a resident of Waraya Gammanaya (unofficial name) where the families had been relocated stated
that people had been summoned to the Ports Authority office and requested to sign papers relinquishing
their land. Those who refused were threatened with eviction without compensation. A 20 perch plot of
land was given to each relocated family. This is inadequate to carry out agriculture. Some relocated
families had not yet received deeds to this land. Residents of Waraya Gammanaya stated that, they had
been led to believe the port would provide them new jobs but instead they had been relocated and left
destitute with neither land nor livelihoods.

The investigation in 2011 confirmed that there has been a rapid deterioration of people’s living standards
since 2009 due to lack of viable livelihoods, incomplete housing, indebtedness, lack of access to basic
amenities, and a stagnant local economy.

Developments since 2009...

» Evictions had taken place regardless of people holding title deeds to their lands.

» Relocation was to areas with insufficient access to basic amenities with an ever present threat of
elephant attacks.

e Cultivation was difficult due to inaccessibility of allocated plots of land and destruction of crops by
elephants.

* The old road into town which was only 5 km has been closed and the distance via the new road is
12km.

e The town center is in the process of being relocated, shifting crowds from the old town resulting in a
loss of trade and business.

» Pilgrims to Kataragama take an alternative route via Sooriyawewa, resulting in the closure of a series
of ‘Kalu Dodol’ stalls

 Lack of transparency, dialogue and contradictory government circulars have lead to uncertainty
among locals regarding eligibility for compensation.

By 2011 most relocated families had been given a 20 perch plot of land and Rs. 500,000 as compensation
while few had received larger sums. Another acre of land had been allocated to each family for cultivation
purposes but was located a few miles away from the residential area. Although they were guaranteed that
long term leases would be issued for this additional one acre of land, no such documents had been issued
at the time of the visit. Families have only received title deeds to residential plots of land.
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Environmental degradation

As with most on-going development projects in the country, there is a lack of coordination between
development strategies and national environmental conservation law and policy. People have been
relocated to areas with large elephant populations, private temporary beach-front structures are being tom
down and more permanent buildings put up in their stead, new settlements and roads are being built
without due consideration of environmental damage and pollution. The Mattaia airport created uproar
amongst environmentalists due to infringement of a protected nature reserve and was shifted to a new

location a few months into the project. Locals claim that relocations due to development have aggravated
elephant-man conflicts in areas which were traditional elephant crossings.

Non-generation oflocal employment

Bilateral agreements signed with the Chinese government22 include a condition that Chinese workers will

be used for construction work. Such labour is primarily comprised of Chinese prison inmates. This
prevents employment generation within the local community. This

situation prevails across all development projects funded by the Chinese

government. Loan interest payments, exclusive development contracts li“We were promised that a?
and the alleged use of Chinese prison labour are the underlying member from each evicted;
conditions of China’s assistance. Additionally, Sri Lankan armed forces < family would be given
are being utilised to provide gaps in labour in most development projects Pjob when the new port and,j

in Hambantota. economic zone wasnr
created. That is why we did?

- 1 7AN

Land grabbing j-not protest much against

Fthe relocation. - The :firsU
f£stage * of-. the. po

jydevelopment. .is already
completed but no one has*s
received any jobs so far.’&
(G.Inoka), 2011 * *

Hambantota has become a target for those with power and money. Locals
complain of influential figures demarcating state lands for private
purposes. There is also fear that lands being utilised for private
investment and development will inflate local land prices beyond the

means of locals, whilst profits would be enjoyed by ‘outsiders’ including
local and foreign investors.

Psychological impact

Hambantota was one of the areas hard hit by the Tsunami in December 2004, and locals have had to
rebuild their lives with land as their central asset. To be evicted from this land has been an additional
psychological trauma which is apparent in any discussion with a member of a relocated community. The
new developments in Hambantota have done little to directly improve living standards, livelihoods,
access to basic amenities of the locals. Development has in fact deprived them of land and livelihoods and

2 ‘Drop in US aid no surprise’, Sunday Observer. 31 July 9.01 I Ihttp://www.sundayobserver.lk/2011/07/31/fe2-Q »
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