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Sri Lanka crisis scares away tourists
Impasse rings alarm bells for economy as currency slumps to record lows

COLOMBO: Foreign tourists pose for photographers at Sri Lanka’s Independence Memorial Hall, which was built to commemorate the country’s independence from British rule in Colombo yesterday.—AFP

COLOMBO: A political crisis in Sri Lanka, where two
prime ministers are fighting for power, is scaring away
tourists and raising questions over foreign aid, ringing
alarm bells for the economy as the currency slumps to
record lows. The turmoil in the Indian Ocean nation that
has seen one premier refuse to be sacked, and another
battle to prove a majority in a parliament that is banned
from meeting, has caused major upheaval that Sri Lanka
cannot afford.

Amidst warnings from politicians of a “bloodbath” if
the dispute escalates, tourists are cancelling hotel book-
ings just as Sri Lankan beaches and major sites like the
Temple of the Tooth prepare for peak season. While no
official figures have been given, deluxe hotels have
reported cancellations and a critical decline in new book-
ings in the past 10 days. “This comes at the worst possible
time when people in Europe are making their holiday
plans abroad,” a Colombo city hotel executive told AFP.
“We have had a lot of cancellations from the United
States.” “With the political crisis our winter season is
gone,” the director of a luxury beach resort in the south
of the island said.

Tourist dollars needed 
Western nations have warned their citizens to be on

their guard in Sri Lanka. “You should exercise vigilance
and avoid all demonstrations or large political gather-
ings,” a British government advisory said.  Tourism is a
cornerstone of the economy. More than 2.4 million foreign
holidaymakers visited last year, spending $3.2 billion.
Authorities had been counting on a rise of more than 10
percent this year.

And whether Ranil Wickremesinghe stays in office or
former president Mahinda Rajapakse takes his place, for-
eign earnings will  be badly needed.  The Asian
Development Bank had predicted the economy would
grow by 3.8 percent this year and 4.5 percent in 2019, but
all bets are now off.

The power vacuum has raised doubts over a $1.5 bil-
lion Japanese-funded light rail project and another $480
mill ion of US finance for transport and health, a
Wickremesinghe minister, Patali Ranawaka, said last week.
The International Monetary Fund (IMF) was about to
announce an agreement on releasing a new tranche of a
$1.5 billion loan when President Maithripala Sirisena
sacked Wickremesinghe on October 26. “We are monitor-
ing the situation closely and we remain in contact with our
counterparts at the technical level,” an IMF spokesman
said of the deepening power struggle.

Wickremesinghe, a market liberal, has insisted he is still

in charge while strongman former leader Rajapakse-
already blamed for piling up the island’s debt when he
was president from 2005 to 2015 — launched his rival
administration last week with measures that caused new
jitters. Rajapakse, finance minister as well as head of gov-
ernment, reduced the price of fuel and other essential
goods and cut taxes in a move to win over the public.
Treasury officials, who asked not to be named, said the
revenue loss from the cuts could blow a new hole in the
country’s balance sheet.

Official figures show that Sri Lanka will have to start
repaying a record $4.2 billion of debt in 2019, up from
$2.8 billion this year. The crisis broke just days after
Finance Minister Mangala Samaraweera called for a
“coalition of the willing” to stabilize the free-falling Sri
Lankan rupee along with other emerging market curren-
cies. The rupee hit a record-low 177.32 to the dollar last
week, despite official measures to arrest its decline. The
currency has shed more than 14 percent this year and Sri
Lanka fears it could slide further as US sanctions squeeze
Iran, the island’s chief source of oil.

Samaraweera, whose position is now disputed by
Rajapakse, said the flight of foreign capital accelerated in
the first four days after the political crisis. He cited
Colombo stock exchange figures showing foreign

investors took out nearly $23 million from the market,
compared to $35 million over the first nine months of this
year. Rajapakse has said he will cut down on non-essen-
tial imports and reduce personal and corporate taxes to
encourage local industrialists and companies. Fitch said
however that a protracted political crisis could undermine
foreign investor confidence and “make it more challeng-
ing” for Colombo to pay its debts.

Meanwhile, deposed Prime Minister Ranil
Wickremesinghe said the United States and Japan had
frozen more than a billion dollars of development aid after
his abrupt dismissal raised doubts about the future of
democracy in the island. The move to hold back project
financing, along with the EU’s warning it could withdraw
duty-free concessions for Sri Lankan exports if it didn’t
stick to commitments on national reconciliation, will fur-
ther strain the economy, Wickremesinghe told Reuters in
an interview. President Maithripala Sirisena fired him last
month after months of tensions within the government and
appointed Mahinda Rajapaksa as premier in a shock move
that has plunged the nation into a political crisis.
Rajapaksa is a former president who led the country to a
military defeat of Tamil separatist guerrillas in 2009 but
who has since faced widespread allegations of human
rights abuse and targeting of Tamil civilians. — Agencies

TEHRAN: The latest round of US sanctions
on Iran’s vital oil industry may have just start-
ed yestrday but some Iranians say they have
already become a basic fact of life. “I don’t
need the news to tell me that sanctions have
started, I am feeling them in my bones,” said
Farzad, a 65-year-old pensioner.

“Anyone who goes to the market to
acquire their basic needs will feel the sanc-
tions straight away,” he told AFP as headed to
the Tajrish bazaar in northern Tehran for his
weekly shop.

The last tranche of sanctions hit Iran yes-
terday, targeting its oil and financial sectors,
following President Donald Trump’s decision
in May to pull out of the 2015 nuclear deal.

Hit by months of economic turmoil since that
decision, in part due to US pressure but also
to long-standing problems in the domestic
economy and banking sector, many Iranians
were left nonplussed when the final sanctions
hit. “There have been sanctions forever,
almost 40 years now, there is nothing new
about that,” said Sogand, a retired college
lecturer. “America has power, so it bullies
everyone. Not just us-they even bully the
Europeans,” she added.

All over Iran, the mood is a mix of gloom
and anxiety, defiance and anger. “What we do
is none of America’s business,” said Mehdi
Mirzaee.

Lost cause 
His defiance came in spite of considerable

personal hardship after his textiles workshop
was forced to close over the rising price of
wool. “America has been hitting at us for the
last 100 years, but we will never become their
servants,” he said.

Others said they felt naive for having dared
to hope their country’s international isolation

would end with the nuclear deal signed with
six world powers, including the US, in 2015.
“When the nuclear deal was signed, we
Iranians were very happy. We thought every-
thing would change for the better,” said
Fereshteh Safarnezhad, a 43-year-old teacher.

“But unfortunately we were treated dis-
honourably by both the American and Iranian
governments. The Americans never really
committed to the deal and the Iranian govern-
ment did not spend the cash it got from the
deal on the people,” she said. Iranians were
not holding their breath for a quick solution
to the country’s economic woes. “The prob-
lem is Iran’s economy was sick anyway. Even
if sanctions were lifted immediately, it would
take years to cure it,” Safarnezhad said.

For others it is a lost cause. “You can’t
keep on trying to fix things with trial and
error,” Farzad said.

“The government has been trying for the
last 40 years and they have failed. They are
just not up to the job. “They should resign
and allow someone who can do it to take up
the job.” — AFP 
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TEHRAN: A man checks rates in front of a currency exchange shop in the Iranian capital
Tehran’s grand bazar.—AFP


