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Abstract 
Poverty reduct ion is the most chal leng ing so lut ion needed for a l l soc ia l , po l i t i ca l and 

economic problems in S r i L a n k a . The rural poverty has become an on-go ing social and 

economic d i l emma , w h i c h has not been tackled successful ly s ince independence. M a n y Sr i 

Lankans s t i l l l i ve i n poverty i n spite o f mob i l i za t i on o f so m u c h o f resources coupled w i t h 

different approaches and strategies. The rura l agr icul tural poor are fai lures in the tradit ional 

inward-oriented markets due to lack o f power, choice and mater ia l resources and the rural 

poor have become economic refugees. The market economies de l i ver the goods reducing 

poverty i n the w o r l d w h i c h is not yet successful ly tested i n S r i L a n k a . T h i s study attempts 

to br ing out a feasible so lut ion to end the poverty trap by test ing the theory o f pr imacy o f 

capital accumula t ion through the market system, w h i c h w i l l wo rk better for the poor 

creating opportunit ies and establ ishing economic freedom for a l l whi l s t the government 

alters both mic ro and macro failures o f the market. The market-based poverty reduct ion 

solut ion is supported by long-standing theoretical and emp i r i ca l ev idence. 

Investigation into the on-go ing rural market re forming p o l i c y has highl ighted proven 

support for poverty reduct ion in many different ways at different leve ls when the markets 

are freer. Fundamenta l l y , freer-markets i f managed proper ly , a l l ow different players to 

exchange resources, goods, and services accord ing to comparat ive advantages o f different 

suppliers and consumer relative preferences. Cons ide r ing the pr ice-taker characteristics o f 

suppliers and consumers i n the markets, this study val idated the role p layed by the pro-poor 

'growth dr ivers ' , p rov id ing an in i t ia l st imulus increasing income f lows towards the rura l 

economy. The role p layed by the ' g rowth supporters ' is also va l idated together w i th their 

mult ip l ier effects to g ive w ider and more sustained growth impacts f rom the growth drivers. 

It was factual ly ident i f ied that the growth support ing role p layed by the Meegoda type 

wholesale markets and the Hathporuwa type regional co l l ec t ing centers provide 

opportunities to loca l suppl iers to respond to increasing demand in the economy to capture 

mult ip l ier benefits f rom growth drivers. 

Ag r i cu l tu ra l g rowth and product iv i ty gains can dr ive pro-poor growth once the 

markets are accessible, unrestricted and freer enough to operate exchange mechanisms at its 

disposal transforming a proper share o f consumer rupee as rura l producer ' s income. Th i s 

study recommends on-go ing agr icultural product market b u i l d i n g programme. The po l i cy 

maker 's attention shou ld be drawn towards expansion o f compet i t i on i n the markets and 

modernizat ion, a l l o w i n g freer markets to operate. It is l i ke l y that further research w o u l d 

support market-based so lut ion to address poverty i n S r i L a n k a and i n s im i l a r countries. 


