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Micro Enterprises in Sri Lanka: An Analysis of their
Potential for Poverty Alleviation
M. A. Shantha Wijesinghe

ABASTRACT

Poverty is a widely discussed phenomenon in many development forums today. It is a
complex and multifaceted phenomenon with many forms and causes. Income-based
poverty is the traditional way of understanding poverty but there are many more aspects to
poverty and deprivation other than income including vulnerability, powerlessness, isolation
and humiliation. In a poverty alleviation strategy it is essential to place considerable
importance to qualitative aspects such as independence, security, self-respect, identity,
close and non exploitative relationships and legal and political rights.

During recent decades the developing countries particularly in Asia and the Pacific have
launched different kinds of programmes with the prime objective of reducing and
alleviating poverty. Sri Lanka has also followed various strategies relating to social welfare
and income generation but the problem of poverty is still a widespread phenomenon in the
country.

However, since independence the development of the micro enterprise sector has been used
as an instrument to alleviate poverty in Sri Lanka. Micro enterprises have the potential to
generate income and employment opportunities for those with few options particularly in
the rural sector. These enterprises also help to address various qualitative values such as

security, self-respect, independence etc. related to poverty.



Thus, the objective of this thesis is to examine the extent to which the micro enterprise
sector can contribute to alleviate poverty in Sri Lanka. Priority has been given here to
examine its potential to address various qualitative aspects related to poverty. The potential
of micro enterprises to generate more income and employment opportunities, to utilise
family labour and to reduce vulnerability were examined and evaluated in this regard. In
addition, its significance regarding human economic aspects, family work strategy and
sustainable livelihood strategy were also evaluated.

For the evaluation, qualitative research techniques such as observation, in-depth interviews,
discussions, case studies and histories were used in two selected villages in the Central
Province of Sri Lanka. Some quantitative techniques such as Difference of Mean Test,
Coefficient of Variation were also used to understand the variation of household income,
vulnerability and its related aspects.

Findings of this research indicate that micro enterprise sector gains significance
particularly within the household economy in different aspects. It is evident that this sector
plays a vital role within the household economy particularly in terms of income generation,
family labour utilization, human economic values, reducing vulnerability, family work
strategy and sustainability. In conclusion the study based mainly on qualitative data reveals
that micro enterprise sector has the potential to alleviate poverty, while pointing out that
there are many more quantitative and qualitative characteristics to be addressed as poverty

is a multi faceted phenomenon.
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Chapter 1

Introduction

1.1 Understanding Poverty

Poverty is defined and interpreted in different ways. It is a complex and multifaceted
phenomenon with many forms and causes. It has many meanings and definitions in
present development context. Academic debates on the subject are packed with
controversies over how to differentiate the “poor’ from the "non-poor’. A poverty line is
generally taken to be a threshold, in terms of income, below which people can be
considered to be ‘poor’. Researchers, scientists and policy makers attempt to ascertain
different levels and causes of poverty. In describing and conceptualizing poverty they
often use such terms as vulnerability, deprivation, isolation, powerlessness etc.

Poverty can be defined as human needs that are not met (David Satterthwaitte 1997).
Poverty is deprivation on material, social and emotional aspects. The most widely
adopted definition of poverty, which is based on the income criterion, is not inclusive
enough. Understanding poverty only in terms of adequate income can misrepresent its
nature and its underlying causes. It is a much broader and deeper issue of deprivation
than having an income below a “poverty line’. Poverty in many ways is a relationship
and a relative phenomenon. ‘I’ m poor because you’re rich’ and it has to be looked at
holistically as it is often psychological and sociological. It is essential tc review and
analyze it in different ways to understand the reality of "poor’.

As noted by Robert Chambers (1995) a single poverty line simplifies and standardises
what is complex and varied. According to Beck (1984) the policies that are formulated
to alleviate poverty will be more relevant to the manipulation of statistics than to the

needs of people. It is essential to place considerable values on qualitative aspects such



