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Bankrupt Sri Lanka hikes taxes
Sri Lanka port switches to pedal power after fuel shortages

COLOMBO: Cash-strapped Sri Lanka on Tuesday 
announced steep, across-the-board tax hikes to 
shore up revenue as the country suffers its worst 
economic downturn and seeks an IMF bailout. The 
value-added tax (VAT) applied on almost all goods 
and services was raised from 8.0 percent to 12 per-
cent with immediate effect, while corporate taxes 
were also increased from 24 to 30 percent. 

The personal income tax exemption threshold 
was lowered from 3.0 million rupees ($8,330) a year 
to 1.8 million rupees. The increases were a rollback 
of the generous cuts ordered by President 
Gotabaya Rajapaksa soon after he won the 
November 2019 elections. 

Prime Minister Ranil Wickremesinghe, who is 
also the finance minister, said Rajapaksa’s tax cuts 
cost the state some 800 billion rupees ($2.22 bil-
lion) annually and widened the budget deficit 
sharply. International rating agencies, as well as 
independent economists, have pointed to 
Rajapaksa’s fiscal policy as having fuelled the cur-
rent financial crisis. 

Wickremesinghe, an opposition legislator, was 
made prime minister this month. His predecessor 
and the president’s elder brother Mahinda stepped 
down after months of anti-government protests 
turned deadly. The South Asian nation is in talks 

with the International Monetary Fund for a bailout 
after running out of dollars to pay even for the most 
essential imports such as oil, food and medicines. 

Sri Lanka has also defaulted on its $51 billion 
foreign debt. Wickremesinghe said he was also 
removing several tax breaks granted to companies 
in recent years. 

The government did not say how much it will 
raise from the new tax measures. However, the 
prime minister had said they had run out of rupees 
to pay the salaries of 1.5 million civil servants and 
would have to “print money”. That would in turn fuel 
inflation, which is already at a record 33.8 percent. 

Meanwhile, cash-strapped Sri Lanka’s main sea-
port unveiled a free bicycle service on Tuesday, 
allowing workers to navigate the facility without 
petrol-powered vehicles, as the island nation strug-
gles with unprecedented fuel shortages. The island 
nation is experiencing its worst financial meltdown 
since independence, leaving authorities struggling 
to pay for adequate supplies of vital imports. 

Motorists around the South Asian country are 
forced to spend hours or even days waiting for 
rationed fuel at gas stations. The bicycle initiative 
was aimed at conserving petrol in the Colombo 
deep-sea container port, Sri Lanka Ports Authority 
chairman Prasantha Jayamanna said. 

“We have built a cycle track along a disused rail-
way line for those who come to the port to use 
cycles instead of other vehicles,” he told reporters. 
The port in Sri Lanka’s capital sits on 469 hectares 
(1,160 acres) of land, with its longest road stretching 
four kilometers (2.5 miles) through the facility. 

Shipping lines operating through the port-locat-

ed in the Indian Ocean, along the world’s busiest 
east-west maritime trade route-donated 100 bikes 
to kick off the initiative, Jayamanna said. Despite 
Tuesday’s announcement, Jayamanna said the port 
was “insulated from the economic troubles” plagu-
ing Sri Lanka, and was offering petrol from its own 
reserves to dock workers who were struggling to 
source fuel elsewhere. 

“We are carrying out our work as usual as we 
have our buffer stocks of fuel,” he added. Sri 
Lanka’s economic crisis was sparked by a crunch on 
foreign currency reserves that also left importers 
unable to source food, fuel and other goods. 
Rampant inflation, frequent blackouts and long 
queues for essentials have made life a misery for the 
island’s 22 million people. The government is seek-
ing urgent assistance from the International 
Monetary Fund and has also defaulted on Sri 
Lanka’s $51 billion foreign debt. 

Weeks of public protests have called on 
President Gotabaya Rajapaksa to resign, with police 
firing tear gas to disperse a huge demonstration 
outside the leader’s home on Sunday. 

Jayamanna said the crisis had not disrupted 
operations at the port, which generates much of its 
revenue in dollars and still plans to pay for a $500 
million expansion. — AFP

COLOMBO: Students from the faculty of medicine and sciences take part in an anti-government demonstration demanding the resignation of Sri Lanka’s President Gotabaya Rajapaksa over the country’s crippling economic 
crisis, in Colombo. — AFP

COLOMBO: Sri Lanka Ports Authority (SLPA) chair-
man Prasantha Jayamanna speaks during a press 
conference in Colombo on May 31, 2022. — AFP

NEW DELHI: India’s growth slowed further in the 
first three months of 2022, the National Statistics 
Office said Tuesday, with inflation and higher oil 
prices denting a post-pandemic recovery. Asia’s 
third-largest economy grew 4.1 percent, year-on-
year, in the last quarter, NSO data showed. 

Annual growth for the 12 months to the end of 
March stood at 8.7 percent. Rising global commod-
ity prices have sparked concern among policymak-
ers, with India’s central bank announcing its first 
interest rate hike in nearly four years this month. 
The country of 1.4 billion people imports more than 
80 percent of its crude oil and the cost of meeting 
domestic fuel demand has soared since Russia 
invaded Ukraine in February. 

India is also the world’s largest importer of edible 
oils, prices of which are at record highs since the 
conflict began. “The pandemic may be receding, but 
growth has not returned,” economist Mihir Swarup 
Sharma of the New Delhi-based Observer Research 
Foundation told AFP. 

“Instead, imports as a proportion of GDP-driven 
by higher prices for food, fuel, and other commodi-
ties-are rising.” 

Prime Minister Narendra Modi’s government this 
month announced tax breaks to offset higher food 
and petrol costs. Higher-than-expected revenues 
could give New Delhi some “headroom” to cushion 
consumers from inflation, Sharma said. But the $26 
billion cost of the scheme will likely blow out the 
government’s budget deficit beyond its target for 
2022-23, which it put at 6.4 percent of GDP. 

Consumer inflation hit 6.95 percent in March, 
according to the Reserve Bank of India, which 
slashed its own growth forecast to 7.2 percent for 
the year ending March 2022. 

“Alarmingly, persistent and spreading inflationary 
pressures are becoming more acute with every 
passing day,” Reserve Bank of India governor 
Shaktikanta Das said this month. — AFP 

India growth slows  
on inflation,  
higher oil prices BEIJING: The contraction gripping 

China’s manufacturing sector slowed in 
May, data showed Tuesday, as some fac-
tories gradually resumed work after offi-
cials eased some COVID lockdown 
measures. 

The Purchasing Managers’ Index (PMI) 
— a key gauge of manufacturing activity-
edged up to 49.6, officials said, from April’s 
47.4, which was the worst reading since 
early 2020. However, the reading remained 
stuck below the 50-point mark separating 
growth from contraction. 

The figures come as Beijing’s zero-
COVID policy aimed at stamping out 
infections with lockdowns and mass test-
ing is challenged by a surge in the fast-
spreading Omicron variant. Dozens of 
cities, including economic powerhouses 
Shanghai and Shenzhen, have been either 
fully or partially sealed off in recent 
months, prompting warnings of the 
gouge to growth being made by zero-

COVID. “The recent epidemic situation 
and changes in the international situa-
tion” hit economic activity, National 
Bureau of Statistics (NBS) statistician 
Zhao Qinghe said in a statement. But 
production of synthetic fibers, rubber 
and plastic products rebounded in May, 
as well as auto production, according to 
the statement. Zhao noted the price 
indexes for raw materials were lower 
than the previous month. While factory 
production and demand have improved 
“the recovery momentum still needs to 
be strengthened”, Zhao added. 

China is the last major economy weld-
ed to a policy of mass testing and hard 
lockdowns to eliminate virus clusters, but 
the strict curbs have battered businesses. 

COVID cases have trended down-
ward in recent weeks and local govern-
ments have gradually allowed some firms 
to resume operations. The official non-
manufacturing PMI rose to 47.8 from 
April’s 41.9, as retail and transport 
rebounded. Financial hub Shanghai has 
said it will lift most restrictions on June 1 
after two months of lockdown, while 
Beijing has eased some curbs. 

The government last week said it 

would offer tax relief and a bond drive 
to help industries, as President Xi 
Jinping called for an “all-out” infrastruc-
ture push. The measures to prop up the 
economy also include increasing gov-
ernment procurement from smaller busi-
ness as well as delaying some deadlines 
for social security payments by employ-
ers, according to details released on 
Tuesday. But analysts cautioned that 
growth will remain weak until China 

eases its rigid virus controls. 
Moody’s on Monday lowered its 

annual growth forecast for the world’s 
number two economy from 5.2 percent 
to 4.5 percent. “Recovery is likely to 
remain tepid amid weak external demand 
and labour market strains,” Capital 
Economics economist Sheana Yue said in 
a note on Tuesday, adding that “there 
continue to be signs of supply chain dis-
ruptions.”  — AFP 
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BINZHOU, China: A worker produces fiber netting at a factory in Binzhou in 
China’s eastern Shandong province on May 31, 2022. — AFP

BRUSSELS: EU leaders on Monday backed a ban on 
most Russian oil imports, after a compromise deal with 
Hungary to punish Moscow for the war in Ukraine. The 
27-nation bloc has spent weeks haggling over a pro-
posed total embargo on Russian oil but came up against 
stubborn resistance from Hungarian Prime Minister 
Viktor Orban. EU leaders meeting in Brussels hatched a 
compromise deal to exempt deliveries arriving in 
Europe by pipeline from the ban, after Budapest warned 
halting supplies would wreck its economy. 

“Agreement to ban export of Russian oil to the EU. 
This immediately covers more than two thirds of oil 
imports from Russia, cutting a huge source of financing 
for its war machine,” European Council chief Charles 
Michel tweeted during the summit. “Maximum pressure 
on Russia to end the war.” 

The head of the EU’s executive, Ursula von der 
Leyen, said the move “will effectively cut around 90 
percent of oil imports from Russia to the EU by the end 
of the year” as Germany and Poland had committed to 
renounce deliveries via a pipeline to their territory. 

“Russia has chosen to continue its war in Ukraine. 
Tonight, as Europeans, united and in solidarity with the 
Ukrainian people, we are taking new decisive sanc-
tions,” French President Emmanuel Macron tweeted, 
echoing the figure of 90 percent by the end of 2022. The 
wrangling over the sixth package of sanctions has 
rocked European unity in the face of the Kremlin’s 
attack on Ukraine after five waves of unprecedented 

economic punishment on Russia. The compromise 
excluded the Druzhba pipeline from the oil embargo 
and only imposed sanctions on crude shipped to the EU 
by tanker vessel. 

Despite the gap in the embargo left by Hungary’s 
opposition, the latest round of sanctions represents 
some of the most damaging measures taken by the EU 
so far. The EU imports some 26 percent of its oil from 
Russia and has been criticized for keeping money flow-
ing to Moscow’s coffers at the same time as it seeks to 
halt the Kremlin’s war. 

Michel said the sanctions package also involved 
disconnecting Russia’s biggest bank Sberbank from 
the global SWIFT system, banning three state broad-
casters and blacklisting individuals blamed for war 
crimes. He also said that the EU had agreed to to send 
Ukraine nine billion euros ($9.7 billion) to support 
Kyiv’s “immediate liquidity needs” as it grapples with 
Russia’s invasion. — AFP 

EU leaders agree  
ban on most  
Russian oil imports


