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PROJECT AUTHORIZATION

SRI LANKA Private Enterprise Promotion
2roject No, 383-0082
A,I.D, Loan No. 383-W-032

1. Pursuant to Secticns 103 and 10v of the Foreign Assistance
Act of 1961, es amended, I hereby authorize the Private Enterprise
Promotion Project for Sri Lanka (the 'Cooperating Country')
involving planned obligations of not to exceed One Million United
States Dollars (31,000,0002 in loan funds and Three Million United
States Dollars ($3,000,000; in grant funds over a one year period
from the date of authorization, subject to the availability of
funds in accordance with the A.I.D. OYB/allotment process, to

help in financing foreign exchan%e and local currency costs for
the project. The planned life of the project Is five years

from the date of initial obligation.

2, The project is designed to assist the Cooperating Country

to foster increased private investments, both foreign and
domestic, in the Cooperating Country, particularly in the sectors
of the economy of interest to A,I.D.,, using those key resources
where corparative advantage exists. An Investor Service Center
will be established, existing mancgement training and entre-
preneur development programs will be expanded and upgraded,
investment profiles and pre-feasibility studies will be prepared
for use in mobilizing private resources for Investments, specific
investment opportunities will be promoted, and selected sector
support activities emanating from the Sector Assessment will be
supported.

3. The Project Agreement, which may be negotiated and executed
by the officer to whom such authority is delegated in accordance
with A,I.D. regulations and Delegations of Authority, shall be
subject to the following essential terms and major conditions,
together with such other terms and conditions as A.I.D. may
deem appropriate.

4, a, Intereut,Réte and Terms of Repayment,

The Cooperating Country shail rcgay the Loan to A.I.D,
in United States Dollars within forty (40) years from the date
of first disbursement under the Loan, includingna grace period
of not to exceed ten (10) years. The Cooperating Country shall
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pay to A,I.D. in United States Dollars interest f-om the date
of first disbursement under the Loan at the rate of (a)

two percent (27.) per annum during the first ten (10) years,
and (b) three percent (3%) per annum thereafter, on the
ocutstanding disbursed balance of the Loan and on any due and
unpaid interest accrued thereon.

b. Source and Origin of Commodities, Nationality of Services.

Ccmmodities fincnced by A,I.D, under the project shall
have their source and origin in the United States of America
or the Cooperating Country when grant financed and in countries
included in A.I.D. Geographic Code 941 or the Cooperating
Country when loan financed, except as A.I.D., may otherwise agree
in writing. Except for ocean shlpping, the suppliers of com-
modities or services shall have the Cooperating Country or
countries included in Cude 941 of the A.I.D, Geographic Code
Book as their place of nationality when loan financed and the
Cooperating Country or the United States of America when grant
financed. Ocean shipping financed by A.I.D. under the project
shall, except as A.I.D. may otherwise agree in writing, be
financed, on flag vessels of the Uan.iLad States of America when
grant firanced, and on flag vessszls of the United States of
America, or the Cooperating Country when loan financed.
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'ADB
APAC
FIAC

GoP
GSL

IBRD

ICOR

1QC

JACC

psC

ACRONYMS

The Asian Development Bank.
Asia (Bureau) Project Approval Committee.

Foreign Invesimnent Advisory Comittee. Reviews and approves
foreign investment proposals, including incentives, for projects
to be located outside the investment promotion zones (free
trade zones). May produce for damestic and/or 2Xport
markets. Encourages majority ownership by Sri Lankans. Staff
work provided by IBCD, but members fram other GSL agencies also.

Greater Qolambo Econamic Commission. Reviews and ajproves
foreign investment proporals, including incentives, for projects
to be located in investment promotion zones. Plants must
produce for export only. May be 100% foreign owned.

Gross Domestic Product.

The Government of the Democratic Socialist Republic of
Sri Lanka.

International Bank for Reconstruction and Development
(The World Bank).

Incremental Capital Output Ratio.

International Econamic Cooperation Division, Ministry
of Finance and Planning. Also functions as FIAC staff and
is GSL designated party to nanage this project.

Indefinite Quantitics Contract. An existing AID ocontracting
mechanism to secure timely short term technical assistance.

Joint Agricultural Consultative Camittee. A AID supported
activity to foster joint U.S. - Sri Lanka agro-industry
investments,

Local Investment Advisory Camnittee. Reviews/approves Sri
Lankan investment projects where no foreign partner is

participating.

A Personal Services Contract with an individual instead of a
firm.
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SRI LANKA Private tnterrrise Fronoticn (Phase I)
Project No. t3-00452
Laoan %0.363-71-030

1. Fursuant to Secticns 103 and 1u6 of the Fforeign Assistance Act
of 1961, as amended, I hereby authorite the Private Enterprise
Pramotion Project (Phase 1) ("™'he Project") for Sri Lanka (the
“Cooperatiny Country") involving plenned oblications of not to
exceed one million dollars ($1,000,000) in loan funds and three
million dollars ($3,000,000) in arant' funds over a one year veriod
fran the date of authorization, subject to the availability of
funds in accordance with the A.I.D. OYB/allotment oprocess, to help
in financing foreign exchange and local currency costs for the
Project. The planned life of the project is five vyears from the
date of initial obligation.

2. The Project is designed to assist the Cooperating Country “o
foster increased private investments, both foreign and domestic, in
Sri Lanka, particularly in the sectors of the economy of interest
to A.I.D., using those key resources where oomarative advantage
_ exists, An Investor Service Center will be established, existing

management training and entreprenzur developrent programs will be
expanded and upgraded, pre-feasibility studies precared for use in
mobilizing private resources for investnents, specific investment
cpportunities promoted, and selected sector support activities
emanating fram the Sector Assessmept will be supported.

3. The Project Agreement, which may be negotiated and executed by
the officer to whom such authority is delegated in accordance with
A.I.D. rrgulations and Delegyations of Authority, shall be subject
to the following essential terms and major conditions, together
with such other terms and oconditions as A.I.D. may deen

appropriate.

4. a. Interest Rate and Terms of Repayment: The Cooperating
Country shall repay the Loan to A.I.D. in United States Dollars
within forty (40) years from the date of first disbursement under
the Loan, including a grace period of not to exceed ten (10) years.
The Cooperating Country shall pay to A.I.D. in Urnited States
dollars interest from the date of firet disbursement under the Loan
at the rate of (a) two percent (2%) per annum dur.ng the first ten
(10) years, and (b) three percent (3%) per annum thereafter, on the
outstanding disbursed balance cf the Loan and on any due and unpaid
interest accrued thereon.

b. Source and Origin of Goods and Services: Except as A.I1.D.
may otherwise agree in writing and except for ocean shipping,
goods and services financed by A.I.D. under the Project shall have
their source and origin in the United States of Amrica and the



Cooperating Country when grant financw=c an:l in countries included
in A.1.D. Geographic Core 941 and the Cocpeerating Cruntry when loan
financed. Ocean shiopiny financed by A.I.D. under the Project
shall, exceot as A.I.D. may otherwise agree in writina, be
financed, on flag vessels of the Unitad States of America when
grant financed, and on flag wvessels of the United States of
America, other countries included in A.I.D. Geographic Code 941,
and the Cooperating Country when loan financed.

Signature:

Assistant Administrator
Bureau for Asia

Date:



PARL I = SUMFARY AiD IECGeivduinuni 1S

A. Recommendations

Grant: $3,000,000 life of project to ke cbligsatad
in FY 83,

Loan: $1,000,000 life of project to be okligated
. in FY 3. _

Loan Terms: 23 interest during grace period and 3%
thereafter. 40 year repayment period,
including 10 year qrace operiod.

B. Summary Descrintion

1. wWhy the oroject is needed

The economic strategy of the Governnent of Sri Lanka (G3L)
continues to be based on the policy nackage introduced in 1977.
This policy package was designed to move the economy away fran a
long period of rigid governuent controls to one in which market
forces and the private sector would vlay an increasing role. The
GSL believes that a vigorous orivate sector is necessary to rmeet
the goals of increasing exports, amployment, efficiency, and
output. Public investment ir essential infrastructure and
expansion of the production base is, thercfore, seen as
complemertary to the efforts of the private-sector,

The economy has responded strongly to the policy reforms and
substantial progress has been made on most fronts. The private
sector has revived and its vitality is evident. While GSL nolicies
have been strongly supportive of private sector activities, the -
increase in investments, particularly in production activities, has
not been as fast as planned. In addition, the ecénomy now faces
serious problems caused both by its internal rapid grosth and the
international economic situation. The cst serious probleins
include: (a) the eccromy not generating new jobs fast enough for
its backlog of unemployed and the growing population; (b) serious
imbalance in its international trade; and (c) increasing government
debt reflecting, in part, ambitious public s ctor investments in
the large scale irrigation and hydro-electric power projects and
housing progranms.

The economic policy of the Governmnent of Sri Lanka is Jirected
toward job creatica through, in parc, an increase in exports and a
shift in investment from the public to the private oproductive
sectors, with an emphasis on using indigenous resources to produce
export goods.,

While the private sector has demonstrated substantial growth









A

b. Management Training anc¢ Entrepreneur Development: This
project component will support ongoing management training and
entrepreneur development of existing training institutions as well
as assist investors in meeting thelr specialized training
requirements. Management courses, curricula, training materials,
etc., will be expanded and updated at specific training institutes:
the Management Trainertc Development Prograr (training of trainers)
at the Ilnstitute of Chartered Accountants; the entrepreneur efforts
of the Sri Lanka Chamber of Small Industrics; programs offered by
the Industrial Development Board tailored to needs of the All Ceylon
Trede Chamber; and the U.S. Junior Achievement Program concepts
incorporated into the National Youth Services Council activities.

c. Pre-feasibility Studies and Investment Profiles: The
studies will define the investment opportunities and provide
detailed anulyses of particular investment areac for potential
investors to make preliminary decisions. They will be conducted
through the ISC for groups of potential investors or individual
firms. Prospective investors will perticipate wherever possible in
the studies either by identification and selection of the areas or
subsectors to be rtudied, participate in the scope or design of the
studies, and finally through direct financial or in-kind support for
the execution of the studies profiles. A condition precedent to
disbursement for this project component will be critieria for
selection of studies and private inveator participation. The
profiles will provide minimal information to enable investors to
decide whether the project area is worth further attention. The
profiles will be used for small business oppartunities where the
cost of a full pre-feasibility study would not be Justified. 1t {is
expected that at leadt half of the studies undertaken will be for
potential agro-industrial investments.

d. Investment Promotion: This project component will
focus on improving the existing promotional activities directed
toward foreign and Sri Lankan investments and Joint ventures.
Project funds will only cover part of the costs of the promotional
activities. Succeass of the project depends on the extent to which
the promotion efforts succeed in involving the pre-feasibiliey
studies and proriles. The promotion missions will algo do trade
(export) promotional work, specialized consulting and warketing
services in key resource arcas, and participate %n investoent trade
fairs which augment the on-going activities of the FIAC and GCEC.

¢. Sclected Sector Support: The sector asscssment may
1dentify subjects for additional or more detailed analysis. An
example might be . detailed review of the rural financial markets.
It might also identify for groject financing other actitivies, not
otherwiase covered in thig P ' which would substantially contribute
toward obtaining the project's objectives. Support might also be
provided to local International Executive Service Corps nctivitices
11 1ESC should submit a proposal, ancceptable to GSL and USAID, which
1s consistent with the project's objectives and purpose.
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£. AID'e finanzis) nlan:

ITEMS

QT

Tachinical keosistance
- Llong Term
- Short Torm

Participant Training

Minor Equijsnent

Other Direct Costs
Sub-Total

Cantirgency
Inflation

Total

rn.l1.D

roreign  Local Tcral

txchanje Currency

(Vs $000)

Su0 210 729
790 210 1,000
30 50 90
75 70 145
145 130 275
1,55 680 2,230
185 70 225
rs 160 545
2,090 510 3,000
- % [ - - ) L 3t ]






Since it may be close to once year before the host country
contract is executed, USAID may provide before the contract is
let consultants (U.S., and $ri Lankans) under I1QC, PSC or other
quick arrangements to do a few pre-feasibility studies of high
priority investment opportunities and assist with creation of
the ISC.

The investment and export promotion aspects of the project
will be carried out in close collaboration with on-going Sri Lankan
promotion efforts., These efforts will employ a variety of means
to involve potential invescors in the pre-feasibility studies and
profiles activity.

C. Summary Findings

The design of this project incorporates some of the work of
the U.S. consulting firm Robert R. Nathan Associates. It has the
strong backing of the GSL and the Sri Lankan private sector.

The project is technically feasible with the Sri Lankan private
sector being fully involved through the joint GSL/Private Sector
Coordinating Committee. Money spent on preparing for new investments
has a high payoff although this cannot be calculated precisely.

The local institutions including those to benefit from the larpe
technical assistance effort are capable of carrying out the project.
Aid to the private sector is compatible with the social and cultural
environment in Sri Lanka and the benefits of increased employment,
productivity and income will be distributed to the rural agricultural
population.

The officials of the GSL and the private sector are
enthusiastic about the project and have assured their full suoport.
Th@s project responds to the new AID initiative to inclwie the
private sector in develoarent. 1t  also features institution
tuilding, technology transfers and policy dialogues. Therefore,
the project is highly desirable, heneficial, feasible and should be
authorized as presented in this project paper.

D. _Project Issues

The three issues identified by APAC in its approval of the PID
have been adequately resolved in thir project paper. The project
has been modified to reflect concerns and quidance fran the House
Appropriations sub-comnittee and AID/W in September-October, 1982.
(See Annex A).

F. Proiect Caonmittee

USAID:

James R, Meenan, Private Enterprise Officer (Project Officer)



kalph M. Sinzleton, Chie(, PLLSE
Lee Ann Ross, toonaulst
Oswin Silva, Sgecial Assistant

Sri Lankan (Coordinating Comadttee benbare ) :

C. Chaninugawn
Deputy sSecretary of Treasury
Ministry of Finance and Planning

Wilfred Nanayakkara (Comnittee Chairman)
Director, International Econemic Cooperation Division
Ministry of Finance and Planning

Gilbkert Jayasuriya
Past Presirent
Federatio of Chambers of Commerce

R.S. Wijeyesekera
Chairman
Fcrbes and Walker Ltd.

Ganini Wijesinghe
- President
Institute of Chartered Accountante

Pathmasiri Dias
President. - Lo
Sri Lanka Chamber of Small Industries

P.A. Silva
Chairman
Ceylon Chamber of Canmerce

Chris de Saram
Chairman
Chemical Industries (Colambo) Ltd.

C.P. de Silva
Chairman
Aitken Spence & Co. Ltd.,

S. Kulatunga
Director General & Secretary
Sri Lanka Export Development Board

S.L. Kuruppu

Deputy Director

External Resources Departinent
Ministry of Finance & Planning



PART II. PROIECT RATICidir -l LESCRIPUIGH

4. Backaround

1. Economic Development Strateay: In 1677, the present
government inherited an economy which over the precedinjy twenty
years has been characterized by lov rates of econanic growth and by
government economic policies enphasizing extensive social welfare
programs and direct intervention by the state in production and
distribution. A system of price controls . and suhsidies,
particularly for food, had resulted in significant distortions in
the economy. These distortions were comuounded by a dual foreign
exchange rate system, As 3 resu't of these policies, few resources
were left for investment in rew productive capacity to absorb &
growing labor force. In addition to suffering from a lack of
investment, the manufacturing sector had also beccie increasinaly
inefficient as govermnent restrictions prevented the import of
sufficient raw materials, eguipment and spare parts.

The government's response was to adopt policies designed to
reduce state ocontrol, encourage private investirent and enterprise,
foreign exchange rates for ‘the ruvee were unified and the rupee was
allowed to float. A comprehensive trade and exchange control
liberalization program was implemented; nost imports, particularly
of industrial raw materials and machinery, were freely permittea*
with import controls beingy applied only to a limited nunber of
items. A new tariff structure designed to protect local
enterprise, but allowing some iwport corrpetition, vas implemented
and strong monetary policy involving a major interest rate reform

was adopted.

Consumer subsidies were drastically reduced to divert
resources fran oconsumtion to investment. A wide range of tax
incentives were announced to encourage the private sector to
increase its investments., State-owned enterprises were reguired to
operate on a commercially viable basie without bzing a burden on
the governent biudget, and in some cases monopoly rights of certain
state-owned enterprises were abolished. Economnic strategy vas
changed from one of import substitution to one of exporu-led
growth., Fureign investment has been encuuraged, particularly in
the newly created Investment Promotion Zones where a wide range of
incentives and tax concessions are provided. By the end of 1981,
forty-one husinesses representing a total investment of  $357
million and employinj 20,000 workers had Leen established in the
zones.

The response of the economy to the governrent 's policy reforms
initiated ir 1977 was registered in the 6.5% average annual real
increase in GOP for the four years 1970 tn 1981. This rate of
growth was twice as high as that attained fran 1970 to 1977.

2. The Role of the Private Sector: While there have teen no




d2finitive studies on wnat EXaCLl) cinstitntes the "oruate sectar
in Sri Lanka, the follewing roudh Lreaiicwn of the wrivate/public
mix outlinas the private sector:

a. Emlowvinent: The lalor force was about 5.6 nillien in
19C0 with 15% unemploved. OF tiwe 4.8 nillion empleyed, 2.8 millicn
or 58% ara in the orivate sector. Private sector emnloyment is
heavily concentrated in agriculture and trade.

b. Agriculture: Crops dandinate agricultural production and
cultivation activity is mostly confined to private farms that
operate within the nmarket framework. The agricultural sector
provides employment to about 453 of the lahor force. :

Paddy land is ownzd aliost exclusively Ly norivacs
smallholders and is the sain source of eancloyment for n2arly
800,000 people. Ninety percent of the rice 1illing capacity is in
private hands and rice is sold in a free market setting with the
Paddy Marketing Board making purchases under a Guaranteed Price
Scheme designed to provide a minimum selling price to paddy
producers. Prior to 1977, the government had a nzar monopoly on
rice marketing.

Coconut. is essentially a snallholder crop with only 10% of
the land under state ownership. It provides for 100,000 jobs“in
cultivation and about 30,000 in proceasing.

The rubber sector provides about 200,000 jobs.
Appraximatley one-third of fhe rubber land is under state
ownership, -

The government owns nearly two-thirds of total tea acreage
with the balance being held by smallholders. The cultivation of
tea employs an estimated 700,000 persons.

C. Industry: Manufacturing  industries consist of: 29
public sector corporations; abtout 9,000 registered private
factaries composed largely of small and medium industry firms with
fixed assets. of under $50,000; and over 20,000 unregistered small
and cottage industries. The public sector industrial corporations,
incluWding the petroleum refinery, account for over 50% of
industrial output, Output value in private factory industries grew
by an average of 7.2% in the 1977-80 period while small cottage
industries grew by 9.4%. Small and medium industries account [or
over 30% of private industria)l units, over 70% of employment and
over 55% of value added in private manufacturing.

About  65% of the registered small and redium industries are
in and around Calambo. Unregistered small and cottage industries
are more widely dispersed among small towns and villages with only
about 308 in the Colambo area.

\
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The main small and nmedium  industry product groups,
constituting about 90% of the employnent and 853 of the investment
in registered smell and medium industries, .-are: textiles and
garments; light engineering; rubter and chenical goods; wood end
paper products. Product concentrations anong unregisterad small
industries are found in ve2lated lines; handloows, gottery, 3aggery,
blacksmithing, sheet rubber, rice wills and bricks.

As a result of GSL policy the role of public enternrisges is
decreasing and the governwent is looking to the porivate sector to
lead the way in industrial expansion. The nublic sector will not e
allowed to expand into new areas of industrial activity, but is
being restricted to improving existing operations. Except for the
production of essential items, all state-owned enterprises are
being held to a standard of financial viability and are reguired to
compete on an equal and ron-discriminatory tasis with the private
sector and among themselwes.

d. wholesale and Retail Trade: wholesale and retail trade
are time honored traditions in Sri Lanka and have long provided a
major outlet for private ambition. Import/export trade iz confined
largely to the Calombo area, while trade aimed at the domestic
markat is scattered around the country.* Public sector involvement
is woncentrated in the regional wholesale cooperatives and the
retail multipurpose corperative societies. *

e. Construction: The oonstruction sector is deminated by
the government through such agencies as the Urban Development
Authority, the Buildiny Materials Corporatiun and the State
Construction Campany. The oprivate sector has insufficient
financing and finds it bhard to compete with the public sector.
However, there has been substantial growth in the private
oonstruction sector in the past four years as even the GSL is
relying more on private firms for iinplementation of the investment

program.

€. Commercial Panking Sector: The Sri Lanka banking
systemn is composed of two state banks, the Bank of Ceylon and the
People's Bank, two indigenous comrercial banks and nineteen foreign
banks, four of which are Arerican. The banking sectcr has teen
experiencing a boom the last couple of years and despite increased
competition fram the new foreign banks, the local comnercial
banking  sector has reported unprecedented profits. The two

state-owned banks control the major share of the country's banking
deposits.

g. Investrent: Gross domestic investment in 1981 totalled
about $1.2 billicn ar 29% of P up fram 3575 million in 1977.
Private investment in 1981 totalled about $512 million as opposed
to $730 million by the public sector. ‘The present high levels of
public investment are for easential insfrastructures during the
1977-85 cericd to support private  sector activity during the indd

A
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1980s. By 1986 it is exwmected that public and onrivate investirent
lavels will b2 egual and will account for 26% of aDP.

h., Cauwosition of G0 Leoking at the orivata sector crom
a macroeconoinic gerspective, the following is a wvery rouan
breakdown of Sri Lanka's GOf letween the oublic and orivata
gectors, based on the sectoral discussion above,

QOMPOSITION OF GDP, 1981

(Percent)

Total Public Private
Agriculture 28 6 22
Manufacturing 18 10 8
Construction d 0 2
Wholesale/Retail Trade 17 3 14
Other Services 27 19 8
Other 2 1 1

TOTAL 100 45 55

3. Current Govermmnent Policy: The government's Public

Investment Program for 1981-19€5 states: "The essence of the,

liberalized econcmic oolicies introduced in 1977 was to create the
climate necessary to stimulate orivate enterprise and provide a
larger role for the private sector. A vital grivate sector is
necessary to meet the goals of increasing emolomnt, efficiency
and cutput. While public sector -investment depends greatly uoon
the resources which can be genarated by the private sector, public
investment in essential infrastructure and expansion of ‘the
prcduction base is seen as complementary and not competitive to the
efforts of the private sector, nor as a substitute for private
sector investment. This realization is fundamental to the
government 's decision to reduce planned public investment so as not
to pre-empt the private sector and to provide a structure of
incentives to that sector.

In arder to pramte private investunent in specific areas the
government established a number of new instituticns and agencies
such as: The Greater Colanbo Economic Cannission, the Export
Development Board, the Foreign Investment Advisory Camnittee., In
addition, the government also set up the National Development Bank
to meet the specific naeds of uwedium and lomg-term invescment
credit. A full description of the services offered by these
institutions and their performance to date can be found in Annex E.

The government's policy changes have resulted in ancelerated
growth in industrial output, emgloyment and exports as is evident
fran the following figures:

~F


http:invest..er

12

SELECTED PERFOI ""NCE INDICATORS FOR '[HE INCUSERIAL SBECTOR

1277 - 1901

1977 1978 1979 1980 1981
Value Added
(Rs.:xillion) 2,668 3,105 3,437 4,726 6,000
Capacity
Utilization 60 70 72 73 74
Advances by Financial
Institutions
(Rs. Million) 1,273 2,191 2,709 3,256 3,453
Eaployment 118,576 136,168 146,260 154,563 162,000
Exports Value
(Rs. Million) 941 1,944 3,737 5,485 7,059
Share in Exports (%) - 15 - 24 32 34

B. Rationale for the Proiject

As discussed in the January 1983 Country Development Strategy
Statement, this project rapresents USAID's C(first direct project
interven%-ion to stimulate the wore rapid growth of the orivate
sector in Sri Lanka.

The USAID strategy is focussing assistance in three general
categories: Accelerated Mahaweli Develooment, food production and
natural resource management, and human productivity and well-being.
This project cuts across the program and is closely linked to food
production, human productivity and well-being categories. The
underlying objective of this project is to create jobs in
oroductive enterprises and, in turn, to increase the croductivity
and well-being of the under and unemployed. Through the suvport of
pre-feasibility studies, as well as the interest created by the
Joint Agriculture Consultative Cownittees, a large share of the
activity should ©be ooncentrated on agro-industries. Such
investments would have a large spread effect throughout the
agricultural rural area by supporting rural-based ¢ :erurises and
farm production thereby increasing employmeit generatiun beyond the
initial investments. Both those oersons employed in the newly
established enterprises and those oroducing the agricultural inputs
will benefit as a result of this project.

This project also relates well to the Adninistrator's four
priorities, the most obvious being the private sector initiative.
The sector assessment, together with the resulting action plan and
the continuing involvement during imlementation by the private
sector working together with government officials on the
Coordinating Canmittee provide a ready forun for policy dialogua.
Institutional development and training are built into the project
through the establishment of the Investors Services Center and the
management. training and entrepreneurial cdevelopment activities.
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Technology transfers will he incornorated ¢, wany 9f the npew
business ventures resulting frea the project,

The time is right for AID to help Sri Lanka expand and  inpr-ve
its private sector, since G3L nolicy ¢ivas uigh oriority to orivate
enterprise and AID now onsiders it as  cpa  of its higher
oriorities. The (BAID ang the GSL considar that an incoctant role
for AID would te to act ag a catalyst in unproving  the overall
climate for private investrent so that increasing amounts of Sri
Lankan and foreign private investment can ocontricute to Sri Lanka's
davelogment .

Several factors lead to the conclusion that the First step in
AID assistance must be a sector assessment:

= 4 comprehensive survey of the private sector
potential, -including all factors (public and
private) that influence realization of the
potential and their inter-relationshipss;

= an inventory of investment oppertunities
(resources, markaets, etc.); and

= an action plan to carry out the recommendations
resulting from the assessmenc,

The most important factor in  deciding the Ffirst ordar of
priority is that while the GSL has made extensive efforts to make
policy changes, provide  incentives, establish  toards ang
commissions, etc. to assist the private sector, there are still
gaps in their lmowledge of all the factors that influrace.
investments and detailsg of all the investment opportunities,
Observers in Sri Lanka are generzlly aware of soma constraints to
the private sector's achieving itg potential, but the seriousness
of these constraints, their inter-mlationships, and the
actions/osts to overcome them have not been closely examined.

Other factors that influenced making this action first
priority include: need for comprehensive information to improve
ooordination among the many ministries and boards directly involved
with the private sector; need for an internally consistent
investinent strategy; and need to awid conflict or duplication with
large amounts of foreig: assistance already being Fecovided for the
private sector (see Annex J )e

The first step ig being carried out by a team of U.5. and Sri
Lankan experts through a task order issued to A.D. Little in
February 1983 under its indefinite quantities contract. Funding ig
fram Project Developinent & Support funds. The work should be
completed by June, 1983,



The second step Sonsisztz of i carisas slavenecs of  <his
nsroject as descriped in =ne Iclleowinz zagzicn,
C. Descriction cf the 2rotact

1, fhe Zeal: The vulicinaze zcal iz wo increszsa anploynent,
incomes, aré onords ang serwvices srovidad o the nrivate  sacIor
vihich are needecd Ly thz necgle ol Sr. lLanie (aspecially in the
riral areas) to impreve tnelr Sualizy ef lila,

<. Tha Purmose: Th2 curocse 1s  ©0 impreve cthe  invesutrent
ciimate in Sri Lanka and Iz increase orivaze investments (ooth
Zmestic and foreien) in activizles that wie thcse resourcas  where
coincarative advantages ex:ist. Smhasis will o2 placed on
increasing invesuments in industriaeg that use agricultural zasec
nrocucts and croduce for avper:.

3. The Project: The project will include:

a. The establishment of an Investors Service Center: The
Center will be established as ar iIndependent, self-supporting organization
with a board of governors ccaposed of rspresentatives of the private and
public sectors. It will serve as a bridge between government policy
making and regulating instituz:zcns and tne private sector in helping to
izprove private Investment. 1T ill werk in close ccllaboration with
tae GSL investmenty entities JIC, FIAZ, Export Develooment Board, etc.)
in carrying out its main function of providing help and assistance to
private secter investors, beth 3ri lLankan and foreigr. In this context
it wiil: provide a "one szor snopping’” Tacility for potential investors;
develop and maintain a listing U iocul and.foreign Tirms seeiking to
expand operations in Sri lania: zrevice referral service on investment
SpSorTuniTies; assist in securing olL uptrovals fer inves<tment projects;
sstablisn 2 comprehensive dusinsz: “ibrary; and enccurapge use of the
center through seminars, consu.tancies, anc invesiment promotion activities.

v C

The Center's aczivviTiss, rcles, resconsibilities,
operational pi.ans ané legalidentity i1l be reviewed in detail by the
Sr: Lanizn publiic and private seczor representatives and their consult-
ants, Prisr to the disbursemern- oI ‘unds Jor the operat:on ol the Center,
a detailed operational plan w:l. be agreed to among the Sri Lankan public
and private sector representatives as we.l as AID. In addition, this
operational plan will explain financial support for the operation of the
Center and establish target dates for a fully self-supporting entity.

USAID's objective 1is for the Center to become fully
self~supporing at the carliest possible date. However, during the
first years of operation, it is not likely the Center will be able
to cover all of its initial capital and operational costs. AID's
support will be on a declining nhase-out basis with a targaet of no
support beyond two years after the . Center is operational (e.g.
80% of firet year's costs; 50% ol second ycar's costs).
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b. The wuwodating and excansion oL anagement trainingy and
entreprensur develocment activities: The proiect will involve the
updating of existing managem=nt traininy courses for the tenefi: of
the private sector in the following key subjects: gyeneral ousiness
management, marketing, production  manacement, and firanciel
management. This assistance has lz=en targeted to specific courszes
and institutions (Institute of Chartered hccountants, Universitv cf
Sri  Jayawardenapura, University of Colanio, and  the Ogen
University) which are reacily able to utilize the assiztance in
on-going programs that have a fairly wide accentance in the loczl
business camunity. Similarly, :the expansion and upgradiny of
entrepreneur development efforts have bpeen tarceted to those
identified institutions (Chamber of Small Industries, Industrial
Development Board/All Ceylon Trade Chamber, and {lational Youth
Services Council) whose on-going rroqgrams cculd most readilv emplov
the assistance and contribute directly to encouraging the next
generation of entrepreneurs to enter business. One major grous
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targeted to benefit from these programs are the Sri Lankans return-
ing from the middle eastern countries who possess the skill, capital
and a entreprenural spirit to strike out on their own.

c. The preparation and promotion of specific pre-feasibility
studies and investment profiles on industries where Sri Lanka has a
compartive advantage: Some 30 pre-feasibility studies and 70 pro-
files will be prepsred in areas of potential profitability as deter-
mined largely by Sri Lankan experts working closely with off shore
experts on particular subject ereas. It is expected that the first
10 areas that will be analyzed will include: (1) oil seecs and
cakes; (2) soya bean processing; (3) wing bean processing; (4) rub-
ber based product production; (5) livestock feeds; (6) coir pro-
ducts; (7) fruit and juice processing; (8) cut flowers; (9) veget-
able procecsing; and (1) poultry productior.

The pre-feasibility reports and profiles program will be
actively promoted by the service center primarily in Sri Lanka and
where appropriate, overseas. The promotion efforts will build upon
existing Sri Lanka promotion activities and involve active part-
icipation of local and foreign chambers of commerce and the U.S.
Departmert of Commerce Investment Opportunity Program.

d. Selected sector support: It is expected that the sector
assessment will identify areas which require further analysis prior
to making recommendations to the GSL for policy or procedural
reforms or instituting new programs. Such specialized areas could
include, but are not limited to: rural indpstry, markets,
agri-business, investment guarantees, industrial energy, etc. In
addition, the selected sector support will assess problem areas
which may be addressed in a follow on project. Support might also
be provided to local IESC activities if IESC should submit a
proposal, acceptable to the GSL and USAID, which is consistent with
the project's objectives and purpose

The overall project will be managed by the IECD as advised by
the Coordinating Committee, composed of representatives of the Sri
Lankan public and private sectors. Members of the committee may
also serve on the Board of Governors of the Investment Services
Center, thus assuring close coordination between the various ele-
ments of the project.

4. End-of-Project Status: At the end of the project we ex-
pect the following to have been accomplished:

a. A comprehensive private sector policy and action plan
adopted: a major portion of the sector assessment will be the ana-
lysis of the policies and administrative regulations-rules-practices
that influence private sector investment and operations, together
with recommendations for coordinated modifications and expansion of
them. A cocrdinated approach is necessary due to the de-centralized
nature of the GSL )ab t 40 ministries) and the inter-relationship
of policies and practices (e.g. decision by Finance to increase
export taxet so asioraise more revenues, may, have adverse cffect on

exports). The GSL will use the analysis, "information and recommendation:

in the sector assessment to establish a comprchensive private sector

/2/"/
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policy and an action olan consisting of the various stavs to o2
taken by the differant uyovernment and grivace organizacicns &
translate policy into additicnal investrents. This will 2 a
condition precedent to distursanent.

b. Actions to remove constraints taken: The issuance of a
policy statement and action plan will have. littla inpact on
investments unless steps are taken to renmcve -or reduce any
constraints to investments identified in the sector asscssment.
Same actions may be made guickly (e.g. changes in administrative
procedures and regulations) whila others will require consilarable
time (e.g. legislative changes ar expansion of infrastructure
facilities). Same may be made by one organization (institutional
forms and paperwork) while others way involve several organizations
(lending rules and practices). A time table for these steos will
be . part of the action plan. Since the action plan will not be
prepared until some wnths after the project agreement is signed,
the agreement will conta.n a covenant rather than a condition that
the GSL will carry out the action plan.

C. New Investment activities stdrted: It i3 expected
that the aggressive promotion of the pre-feasibility studies
and industrial profiles program, together with actions to
remove constraints and obstacles to investments will result
in at least ten new .nvestments or activities started during
the project period. Since investments will be made as a re-
sult of voluntary actions by many {ndependent investors, the
GSL cannot force Lnvestors to put their money in. a specified
number of enterprises nor guarantee that a stated number of
{nvestments will occur as a result of this project. However,
the project will be considered successful if during its five
years at least ten new investments are made that can be directly
attributed to activities of the project.

d. Bxport of non-traditional oroducts increased: With the
emphasis in the sector assessment on identifying resources that
have export potential, and a criteria for pre-feagibility studies
and profiles being expart potential, it is reasonable to expect
that some of the new Investments that should result from this
project will be for export products. Thus export of
non-traditional products should increase as a result of these new
{nvestments, but it is difficult to opredict with any degree of
accuracy how much the increase may ba since the number and types of
new investments cannot be quaranteed or accurately predicted.

a. Time to establish new activities reduced: One of the
constraints to investment is the amount of time necessary to obtain
all approvals, investnent incentives, financing, etc. The effort
to obtain the approvals is *=ime consuming and costly while the
increased time adds to investnent tosts Jue to impact of inflation
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on dz2layed procuresn:nt  of rachinoery,  wallilnog,  land, ows. M
tim2 varies wida2ly fram project to urorect.,  thr osector  assessiiznt
will ke icentifying the time, costs, and processes reguired for new
investments and iaking recommeniations  for imgrovenents. Trege
improvemeants should result in & reduction in time n2eded to
establish a new business enternricse.

f. Trained managers and entrepreneurs increase oroductivity:
A mjor elemert of the project is the (anagenent training anc
entrepreneural development prograies which are designed to increase
the skills of managers and entreprencurs. Increased productivity
as a result of training is real bt cannot be easily neasured
except for people doing repetitious, simple tasks.

5. Conclusion: Inproved investment climate should result ir
more investments in productive and service enterorises; these
investments create more jobs; many of the peoole hired for these
new Jjobs would be the under-employed and unemployed mainly fran the
rural areas; many of the investiments would te for agro-iniustries;
the raw materials for these new plants would come fran the
agricultural sector, thus providing new markets for the farmers;
oroducing more products locally for domestic consunption chould
provide more and lower priced goods for the general public, most of
whom live in the rural areas.

It is important to note that the project activities shoulad
provide a critical element in inproviryy the investment climate
which is essential to neeting our overall CDSS goal in the private
sector: e.q. by 1988 the private sector will be the principal
employer of new entrants to the labor force.

N
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2. Management Training and Intrepreneur  Devel m»ninent.:  This
incluwdes one long term U.S. advisor and two Sri Lankan nanagers.
Short term services of U.S. ana Sri Lankan consultants and tr:-._limr.g
specialists will be proviaged. In addition Fhe project will finance
short courses, c=pecializ:d participant training, etc.

3. Ppre-Feasibility Studies & Investment Profiles: This
provides U.S. and Sri Lankan expertise to make the studies. The
budget i.cludes clerical and home office support costs for the

technicai asvisors.

A, Investment Promotion: This includes U.S. and &ri Lan'an
pramotion/mariceting specialists, nlus  sunport to or participation
in promotion activities.

5. Selected Sector Sumnort: This is 12 months of U.S. and 34
mont:hs of Sri Lankan technical services.

B. Coooeratina Country Contribution: Tha2 AID grant/loan is just
a small part of the total resources beiny used to prarote private
sector investment (Sri Lankan and foreion) and to imorove the
investirent climate. Therefore, the Sri Lankan suoport  tor the
various activities and organizations other than the AID PSEF
project is  being considered as the cooperating oduntry
contributions.

Four GSL organizations are directly involved in the country's
total effort: (1) The International Economic Cooperation Divicion
of the Ministry of Finance and Planning, with a staff of 45 and
1982 budget of about $150,000 is the focal ooint for coordinating
and pramoting foreign private investinents: (2) the Export
Development Board, with a staff of 25 and an annua’ budget of S1.25°
million, works on private sector uevelomment as well as export
pramotions; (3) the Greater Colamto Ecgnomic Commission, with a
staff of 30 and 1982 budget of $2.0 million, runs the Free Trade
Zone which has attracted 41 plants already. in operation and over
one hundred more applications approved; and (4) the Merchant Bank
of Sri Lanka, Ltd., (owned Lty Bank of Ceylon) with staff of 20 and
1982 budget of $250,000, began operations in the summer of 1982
providing a variety of merchant banking activities,

A number of other organizations in the private sector and
government sector also cuntribute toward this effort and have
expressed a desire to participate in this oroject: the Industrial
Develooment Board, the Federation of Chambers of Commerce and
Industry, the Sri Lanka Chanber of Small Industries, the Ceylon
Chamber of Canmerce, the Institute of Chartered hecountants, plus
the various training institutions in the private sector.

A concervative estimate is that at least 20% of the annual
budgets for the four GSL institutions described above woula be used
for activities that Jdirectly pramte the attaimment of the
project's oabjectives and could be considered as the cooperating
country's contritutions. The approximately $900, 600 per  year  for
four years of the project would total the $3.6 million oontribution \
shown on the Project Data Shoet., !
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THELE 1

Sumnary Cast Estimate and Financial Plan

Items

GRANT

Technical Assistance
- Long Term
= Short Term
Participant Training
Minor Equipment Items
Other Direct Costs

Sub-Total
Contingency € 10%
Inflation

Total

JOAN
Technical *Assistance
(Short Term)
Contingency @ 10%
Inflation

Total

Total Grant/loan

_ A, I.D. _
Foreign Local ™ Total
Exchange Currency
(U.3. S000)
510 210 720
790 210 1,000
30 60 90
75 70 145
145 130 275
1,550 680 2,230
155 70 225
385 160 545
2,090 910 3,000
600 150 750
60 15 75
140 35 175
800 200 1,000
—— —_— —
2,890 1,110 4,000
1 —— ]
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TALLe 2
AID Disbursemnents by Year

Itams Year 1  Ypar 2 Year 3 Year ¢ Tetal
(US § 000)
GRANT
Technical Assistance
= Long Term - 193 305 222 720
- Short Term - 134 476 340 1,0001/
Participant Training - - 42 4€ 90
Minor Equipment Iteme - S5y 07 20 145
Other Direct Costs - Y9 100 80 275
Sub-Total 0 530 990 710 2,239
Contingency @ 10% - 53 100 72 225
Inflation - 57 230 258 545
Total 0 640 1,320 1,040 3,000
JOAN
Technical Assistance
(Short Term) 170 185 200 195 750
Contingency @ 10% 15 20 20 20 75
Inflation 20 20 65 70 175
Total 205 225 285 285 1,000
Total Grant/Loan 205 365 1,505 1,325 4,000

1/ Includes $25,000 for project evaluation,



TABLL &
L. BULWGET COMPORLRTY

Laa
Cangwrines Foreorn ST
. 2N N re Fanil
GRALT (resnee) aeeenn)

1. Investors Service Center
Technical Assistance

- Long Terin 30 360 120 129
- Short Term (Evaluation) 2 25 - -
Office Kental/Utilities - 62
Office equipment - 35
Library Publication 25 -
Transport 15 -

Total 425 215

2. Management Training & Entrepreneur Developnent
Technical Assistance

-~ Long Term 12 150 60 S0
- Short Term 36 540 108 137
20 Short Courses/Saninars - 60
9 Training months special courses 30 -
In-plant apprenticeships - 15
Publication & training aids 40 15
Minor Equipment Items 20 20

Total 780 337

3. Investment Pramotion

Technical Assistance (Short Term) 5 . 75 15 23
10 Pramotion Missions, 3 Trade Fairs,-
and 7 trade association meetings 100 . 20
5 Local Exhibitions 25
Mailings, Advertising & Publications 20 10
195 76
4. Selected Sector Swppert
Technical Assistaqce (Short Term) 1. 150 34 50
Totals (Components 1-4) 1,550 680
Contingency 155 70
Inflation 385 160
Total Grant 2,090 910
—_— p—————]
LOAl

5. Pre-Feasibility Studies & Investment Profiles
Technical Assistance (Short Term)

- Pre-Feasibility Studies 35 525 125 100
- Investment Profiles 5 75 60 50
) To;al 600 150
Contingency 60 . 15
Inflation 140 35

Total Loan 800 200

y
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a, Ilumlemanting kocnCy

Tha Intarnaticnal Tooncilc Coomeration Divieion (IFCD) of
the Ministry of Finance ax’ Planninay will e the lzau 3SL agency o
manage the groject activities, The ccoridinating cciittee  with
broad rewrasentation fron the private sector in Sri Lania  will
advise and assist the IECD in all activities. Since soms Sri
Lankan mziabers of the coordinating crmxuttue actively participated
in the design of the project, their continued mvo’ varrent 1o
implementation assures continuity  tetween  the  G2eign  and
implementation actions. Other GSL agencies as well ac privace
sactor institutions and comnanie: will cAarticireatz as azarcoriace,
The IECDO alzo functions as the FIAC and has de.nonstrat“‘ ite
effectiveness in pramoting/approvias 211 new investments tctaling
$191 inillion durinag 197%-Zi. Ilwe 5L has determines that l 17T
is the most appropriate orcanization to inage this project.

."I

B. Procurenent Proceduras

1. GCeneral: IFRCD will oontract with a U.S. institu-
tion, preferably in joint venture with & Sri Lankan firm, to
inpleneant most aspects of the project. The onntractor mav
sub-contract with local institucions for some activities, Ths
contractor's budget will inciai: funds to hire all  supporting
staff, rent office space for the center, and iy office zswrrent
and vehicles needad to be zelf-sufflicient. ALl commodities, cther
than thosc bowght for the Investors Service Center and the training
institutions, will' become the oroverty of the Ministry of Finance &
Planning (MOFP) after the contract has ended.

Outside this min oontract, and hefore it 1is executed, (SAID
or MOFP may contract with U.3. and/or Sri Lankan ocnsultants to
make a few pre-feasibility studies and . profiles of those activities
for whicli Sri Lanka obviously has 3 comparative advantage.

2. Investors Service Center: <Contractor will asczist the Sri
Lankans to establich the Center and help with ite initial
operations. The chief of party will help with the procuremznt of
office egquipnent and  establishment of a business
reference lilrary. The Center will ne governed by a board made u»
of public and private sector representatives.

3. Management  Trainins & _Entreorencur  Development: Tle
Contractor will provide needed technical experts and materials to
upgrade and expand local Lusiness manageraent  courses  anc
entrepreneur development prograns at identified instituvtions.

4. Pre-rfeasihilitv Studies and  Ipvestmant  Profiles: Tle
Contractor will provide the foreiun ani local consultants to carry
out the pre-feasibility and investment profiles to b2 prcdvced over
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the five year period. The contracéor will arrange for the
publication of these studies and distribution under the following
element. .

5. 1Investment Promotion: The Contractor in colla-
boration with the Coordinating Committee will recommend &
strategy te promote the studies progrum with investors.
The strategy may include investuent missions, specialized
seminars, marketing firms and local representatives or a
mix of these in preparing the best promotional strategy.

6. Selected Sector Supoort: These funds would be used for
other agreed upan purposes in support of the nrojects objectives
which are identified in the sector assessment.

C. s 0g 3

The USAID Office of Project Development and Special
Programs will be responsible for project implementation and
monitoring of the AID inputs. The assigned project officer wil)l be
assisted by other Mission personnel as required. The officer will
closely nonitor the performance and participate as an observer in
the meetinge of the Sri Lankan Coordinating Cammnittee.

D. Implementation Schedule:

1 Project Paper Submitted to AID/W 1/83
2 Sector Assessment Commences 2/83
3 Congressional Notification Sent/Expires 6/83
4 Project Authorized by AID/W - 6/83
5 Sector Assessment Completed 7/863
6 Project Agreemeant Signed 7/83
7 Implementation Letter No. 1 Issued 8/83
8 RFP lssued for Consulting Services 10/83
9 Contracts (IQC or PSC) for initial
pre-feasibility studies ' 10/83
10 Proposals Received for Consulting Services 12/83
11 GSL adopts Action Plan 12/83
12 Charter or decree issued to give legal .
status to Investors Service Center 2/84
13 Consultant Selected/Notified 2/84
14 Initial Pre-feasibility Studies Completed 3/84
15 Contract Executed for Consultant 5/84
16 Consultant Begins Work 6/84
17 Consultant Submits Work Plan for
Inplementing Project 8/84
18 In-depth Evaluation of Project Impact '8/85
19 Consultant Revised Project Work Plan 10/85

20 Project Assistance Completion Date 7/88



PART V.  SUMMBRY OF 5 '51¢<73

A, Tachnj Giveis

1. Introduction: The technical analysis  briefly describes
each component and how it can ke carried out with the stateq
resources. Since the level of efrfort and resources naeded for €ach
component will depend greatly on the findings of the s2ctor
assessment, flexibility for inplementation st ke built into this
project. The design is made even more difficult by the relative
absence of AID fram this area of wevelooment for over a dacads.
The project addresses specific constraints iat have  been
identified with the active particination of the local mublic and
private sectors. Wwhile appearing  broad in  scone, the proscssd
assistance is targeted to imet specific needs that will yield the
greatest return.

Th2 U.S. contractor will ke dirzctly responsible to the ICD,
but be responsive to suggestions and advice from the Coordinating
Conmittee arnd  USAID, Other than the 1limited nunber of
pre-feasibility studies that might Le done under other contractual
arrangements  (IQC, PSC, etc.) orjor to the oontractor's
commencement of work, the contractor will provide: (a) the U.S.
specialists and experts; (b) the Sri Lankan experts and sgecialists
through joint venture or sub~contract with a Sri Lankan firm,
direct hire or direct contracting (ar combination thereof); (c) the
specialized assistance through contracts with Sri  Lankan
organizations; (d) its office space and suppart staff in the Center
SO as to be administratively self-sufficient: (e) arrangements for
all training, courses/seminars and trage/investment  promotion
missions to U.S. and elsewhere; and (f) commodities for the project
through its owrl staff or sub~contract with a procurement agent.

The provision of the components over a five year period will
require a high degree of coordinaticn — both in Sri Lanka ang in
the United States — so all the elements contribite harmoniously <o
achieving the project purpose. This coordination by the Contractor
is also needed to reduce the administrative burcen on the GSL and
USAID.

2. Investors Service Center: The Center, to be established
early in the project, is to ke a "one stop shopping" facility for
prospective investors. The 1982 versior of this PP envisioned the
center as being only a possibility by the end of the project.
Subsequent discussions by involved parties led to the conclusion
that the Genter is needed much sooner and shcald be one of the
first priorities of the project. However, there hasn't been
sutficicuc tim» to work out details such as its legal status,
camposition «¢f governing body, finances, etc. Therefcre, a
condition precedent will be its legal formation.

The U.S. odvisor to the Center will also function as the

'7)’5
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chief-cf-party for the Stntraster for the sosar flivenza ol v
2roject. A 3ri lankan centir ranaver will re &ni.oved and  the two
will provide the coordination of Droject  activities +that ic  so
vizal o atzainment cf the project's onlactivas. Thav in turp will

G Doy thr2e assistant ianagers and the needed clecicnl
rative staff. The Cenczer will form the nuiy of vrojaect
activities with its staff suoported by the contractor's harne
office. The scheduling and inplementation of oroiact activities
will be one of their main resgonsibilities.

The Center, in supporting potential invesctrs, will Zavelcn
and maintain a listing of local and foreion firms seeking o auzans
ccerations i Sri Lanka, rcrovide refarrad service o linvestorn
Sovering lnveswient cscorturitiss, assist in securine  C3L approvals
fcr investment projects, ani establish a comprehensive giness
licrary and encourage use of the Centar chrough saminars,
consultancies, and investnent pranction activities. The Center
will also provids supporz for the C.5./5ri Lankan Joint
Agricultural Censultati: 2 Comnittes's efforts to stimuwlate soint
agro-industry investments. It mght bA necessarv for the AID arant
to provide a major portion of tne .initi1al ooerating _expenses_and
start uo investment ccsts until the Center deronstrates its value
and becomés a self sustaining institution based on a mix of fees
charged for services, outside private sectcr contrituticns, and
farticipation by the various chambers of commerce,

Center Staffing Person tlonths
L.S. Sri Lanka

Center Advisor 30
ceénter Manager 30
Assistant Manacer Studies 3C
Assistant Manager Prcmotion ' 30
~SE1stant Manacer Administracicn 30
Tcral 30 <20

3. ¥aracement Tvaininc ¢ Cntrocrercus oeve.ccirent:  The
~=alllrg institutions are analyzed in som= Za2tzil iz amnex £,
These twe kev components will oe Gevelored and unmpiemented <hrough

4 competitively placed host country contract with a recognized
business training organization. The U.S. advisor will arrive
early in the project to develop with the Sri Lankan experts a
detailed time phased work Plan for the specific technical assist-
ance required by the sclected institutions. Prior to providing
any significant waount of short~term training assistance, the
detailed work plan will first be coapleted and approved by the
Coordinating Committee, GSL and USAID.

The work in management training will focus on upgrading and



expandins  specilic  courses in Janverad  asinesr naranzaens,
marketing, production rapagement, ong financial ranageaent  at foor
main institutions (Institute of Chartered Accountants, Univarsisy
of Sri Jayawardenapura, Universigy of Colomto, and the Ozen
University).

The Institute of Chartered hccountants offers dinloma vrograms
in business and finance as well as a special Management Trainers
Development Program. The University of Sri Jayawardenapura offars
a range of two and four year buciness ocrientesd degree prograins
including a Masters Program in Business Administration (iB4). The
University of Colombo offers a one year diploma course in lusiness
administration and is starting a iiEA prograin. The Ogen University
offers a practical oourse in business managament  on &
correspondence basis, These institutions were selected in
collaboration with the Coordinatiny Comnittee due to their wise
appeal in serving a good cross section of the business coinnunity
(i.e., student, entrepreneurs, to established businessmen). It
should be noted that instructors tszaching in one institution can
also be found teaching in other institutions. Thus as courses are
upgraded for one institution, the others will also benefit.

Aid for entrepreneur developnent will expand and uopgrade the
existing efforts of the (a) the entrenreneur program of the Chamter
of Smll Industries, (b) the imdustrial Development Board program
tailored for the needs of the All Ceylon Trade Chamber, and (c) the
Junior Achievement activities of the National Youth Services
Council. '

The Chamber of Small Industries with a membership of over 200
businessmen, has developed a program to support the next generation
of entrepreneurs to enter productive industries includiny aqro
based activities. The Industrial Development Board offers an
island-wide training. program for Lusinesses which once modified
would serve the needs of the All Ceylon Trade Chamber, whose
members iake up the majority of small town rmerchaints who are so
vital to the expansion of agricultural’ production efforts. The
National Youth Services Council works with the youth of Sri Llanka
in fostering private enterprise and entrepreneural objectives,
These  institutions were selected in  oollaboration with the
Coordinating Cammittee due to their broad appeal and apparent high
returns that could he expected fran our assistance.

Besides the technical assistance staffing detailed below, the
contractor will arrange: 20 short courses and seminars to test new
course materials, 9 person nonths of participant training, in-plant
apprenticeships, and procurement of publications, training aids,
and minor eguipment items.

The magnitude of inputs and actions needed by the institutions
before they can meet Sii Lanka's business training needs are so
great that this level of assistance represents only the initial
stagc.

4
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Training & entreprenzur Staffiny Pzrson menths

‘e .~ .
VeS.  srl Lankan

Mat. Training & Entreprensur Dev. 12
Management Trainer 30
Entrepreneur Developer - - 30
Business Management 4 12
Marketing 8 24
Production Management 6 18
Financial rangement 4 12
Entrepreneur Selection 9 12
Entrepreneur Training 6 18
Junior Achievement 4 12
Total 48 168

4. Pre-feasibility Studies and Investment Profiles: The
design anticipates that approximately 30 ovre-feasibility studies
and 70 investment profiles should he prepared, but this number
could vary as a result of the sector assessment and the complexity
of the individual studies and profiles. Thz effort is so
structured that no duplication of effort will occur between the
assessment and project activities. The assessinent will concentrate
analysis on sub-sector (eg. rubber, ooconut, graphite) and only
identifying the particular industries (e.g. rubber tires, ooir
carpeting, graphite fishing poles) that should be considered for
investments. The pre-feasibility studies will look at a particular
industry and determine the technical, economic, and financial
soundness of that industry for potential investment.

~

The Center Staff, with major support fram the contractor's
home office, will secure and manage the consultant teams that will
produce the studies and profiles. Each team will have a team

leader responsible for each study coordination with the interested
potential investor and preparation of the findings and recommendation.
Through the involvement of thc¢ Sri lankan technical ccensultants, as
well as the staff at the Center, it is cnvisioned that the practical
"hands-on' experience gained in preparing the studies will enable

Sri Lanka to develop its own capabilities in this field.

Studies & Profiles Staffing: Person Months
U.S. Sri Lanka
Agriculture 12 60
Fisheries 3 15
Minerals 4 16
Livestock 2 8
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sarketing . 3 15
Industrial Engineering 6 24
Financial 3 2
Other Specialists 6 30

Total 40 185

5. Ipvestinept Promotion: The Investors Service Center, with
help from the -Contractor's Chief of Party and the hoie office, will
bring the investment ooportunities studies and profiles
program -to the attention Jf local and foreign investors. Thes
efforts will include providing suprort to; 10 pramotion missions;
trade fairs, and 7 trade association weetings. In addition,
local industrial exhibitions will e supported to raise avarenesc
as to the local industrial capacities and range of products
produced in Sri Lanka. The efforts will call uwon  support from
local chambers of comnerce, U.S. Department of Comerce Investinent
Opportunity Program, and other existing means of reaching motential
investors with the studies and profiles. ‘Wwherever possible these
investment pramotion activities will also praorote export of 3Sri
Lankan prcducts.

t o (p

A minimal amount of specialized technical assistance for trade
and investment promotion is included to overcoine any unforseen
marketing problems,

Sri Lanka alreadv has a major pramotion effort uncerway — and
this project aims to augment their effortsin this area and,; working
*with gotcntial-invcstors 16 provide the necessary hard data on investment

opportunities,
Pranction Staffing: Perscn Menths
U.S. Sri Lankan
Pramotion & darketing Specialists 5 15

6. Selected Secror  Sippart:  This provicdes the minimal amount
of flexibility required to enable a tirely response to findings and
recommendations of the sector assessment that are not. already being
addressed by this project ut which contribute toward obtaining the
objectives of the project.

Onc area where some additional in=depth analysis aay b
warranted is the rural financial imarkets  (both formal and
informal), Sane other areas where specialized  assistance or
stulies my be needed include praduct  standards (establishiment,,
testing and enforcarent of standards), tax policica, and enerqy
conscrvation in industrial processes.  However, the £ull cope of
such studies and assistance a. well ag balancing their priorities
awaits the camletion of the cector assescment,  Accordingly, the
following level of technical assistance in only an watimate of



additional short term needs of tie sector that may 2 idantified.

Parson iionths
J.8. Sri Lankan
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Specialized Technical Assistance

s

B. Administrative Analysis

Four groups or . organizations are involvad with the
implenentation of this project: (1) the GSL mainly through the
International Econamic Cooperation Division of the NMinistry of
Finance and Planniny; (2) the Sri Tankan private sector; firstly
through the Coordinatine Camnitt2e; secondily, throud) sub-contracts
with various entities to provide services; and thirdly, through the
private sector organizations wlho ar: the receinients of the oroject
inputs; (3) the contractor *hrough its team of specialists (U.S,
and local) in Sri Lanka; and (4) AID, throuth its assigned oroject
officer as supported by approoriate imembers of  (SAID. The
inter-relationship cf these aroups is shown on the attached chart.
Th2 adininistrative feasibility of the preject is described below.

l. The GSL: Since the GSI. nolicy reguires all bilateral
assistance be provided to Sri Llanka through arrangements and
agreanants with the GSL, AID muet sign the nroject agreement with
the MOFP and implement the project through the GSL-designatad
ministry. As thare are a large numter of ministries involved with
the private sector ut no one ministry assigned overall
responsibility or focal noint,_ the GSL. decided that the project
could best be implemented throuwgh the office responsible for
foreign private investments: the IECD.

The IBCD, with a 1982 bucdoct of Rs.3 million (US $150,000) and
staff of 45 people, is charged with coordinating and pronoting
foreign private investmznt in Sri Lanka. The IBCD also is the home
for the Foreign Invesumnt Advisory Canuittee. which includes
members from other ministriec.

The Director of IBCD, wir. w.S. nNanayakkara, a senior career
governuent  official is also & ember of the Fareign Investment
Advisory Cannittec.

Many ministries in the GSL are directly involved in private
investment and production, including Textile Industries, Food and
Cooneratives, Industries andl  Scientific Affairs, Mahaweli
Developrnent, Trade and  Shipning, Fisheries, Rural Industrial
Development, Regional Development, and  Plantation ]Inlm;tries.
Other ministries having a direct impact on  investirent and
producticn include:Power and  Encray; Transport; Local  Governnent;
Houwsing and Censtruction; Rural Develonment; Lands and  Land
Developnent; Regional Developinent; and Finance and Planning.



Formal, direct responsibility
or provision of inputs.

Advise, liaison coordination.

INPLEMENTATION ARRANGEMENTS

GSL
Ministry of Finance

N
'
J

Coordinating Committee

Representatives

W ,

Int'l Econ Coop. Div. &---

GSI, and Private Sector SR

Investors Service Center -
(Public and lrivate Institulions)
U.S. Advisor

Sri Lanksn Hannper

Sri Lunkan Asst.. Munegers

vestor Services

Issue info on Economy & Investment
Climate.

Assist Investors with GSL contacts
and project clearances.

Perform role of "Honest Broker" on
investment opportunities including
support to U.S./S.L. Joint Agr.
Consultative Committiee.

Provide Forum to resolve issues
between private firms and GSL.

Make available Business Library,
Telex, and secretarial services
(latter two on a fee basis).

N

I''e~-Feasibility Studies/FProfiles
and_From:tion

1. Draft Scopes of Work for studies.

2. Bring studies and profiles program
to attention of investors thru:

- investmenl missions;

~ trade fairs;

- U.S. Chamber of Commerce programs;

- U.S. Dept. of Commerce Investment
Oipportunity Program.

d. Carry outl studies and prepare
profiles with input from specific
interested investors.

4. Develop Investment Fromotion
Propram.

USAID
Project Officer
Support Staff

- i

!
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|
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U.S. Consulting Firm
& Sri Lankan Fxpert:
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Administration.
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2., Sri Lanke Trivavr-  ocrvar: Tz Coerdinating Camndstee that
assisted 1in the preparation c. <whi¢ nroject (and will o carrier
over inte the wwplanantation ntads) inclules representatives  fran
the Federation of Chanbar ol Cosanzrce andl Industry, rnrivate
businesses, the Institute of Chartercd Accountanits, and the 3ri
Lanka Chamber of Smll Injustries.  The 120D has exgand:d  the
Coordinating Cannitt2e to include revresentatives fran other
organizations directly involwed with inveswnents, wranmotion, and
training.

A  number of Sri lankans will b: directly amloyed as
consultants and experts for the nroject's activities, Adiitional
involvement of the private cuctor will occur through sub-contracts
to provide inputs (in-ocountry seminars, training ocourses, «tc.) and
through participation and ©oo7eration in SUCh  activiticS  As
establishi.. r.i of the Investors Service Canter, unoroved teaching ol
business management courses, etc., Sone organizations will also be
direct recipients of acsistance to heln  then exmand and inprove
their capacities (e.g., technical assistance and visual aias %o
improve teaching of husiness rcelated subjects).

The PP anticimates abou: 522 monthe of vrofessional  servicec
fram Sri Lankans in the private cector who will work uirectly for,
and be paid from the prolect.  This 198 an  indication of the
confidence the project aesioners have in the guality and guantity
of expertise in the Sri Lankan private sector.

3. .The  Contractor: Tn»* ixrcadth and magaitude of services
that the oontractor must gsrovide are laroe, but not beyond the
capability of .large U.S. consultinz  firme, although the contractor
may have to go outside 1ts creanination for some specialists, The
size of the contract and the challenainy nature of the rervices to
be provided will attract trose U.S. firms of sufficient size and
experience to provide the scrvices. Toerefore, no difficulties are
anticipated in contracting witr o well-cqualified fure,

4. AlD: Within the Utall, micaien 1o Colanin, the Office of
Project Development  and Spocial rroorans wai.  tie rewponsible for
AID's concerns and actions.,  The assioned croject officer will be
supported by the other mncicn wtafl as oo 2 fenginecr, legal,
controller, etc.) in the w.ual  anner, At othis tomee,  the USAID
project officer will bz one of the assistant  projoect develoamnt
ofticers. The scope of thia groject e souch  that the aszsigned
project officer will have only limited other dutiesn,
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C.  Economic Aralvsls

The rationale underlying thi:z rrodece's approach to  exmansior
of the role of the private sectcr in  Sri Lanka iz kased cn the
premise that Ioney spent on unoroving the institutional framswor™
within  which the private sector Operates and  enhancing
entrepreneurial capabilities/managerial skills will result in nore
growth of the private sector than the sam ioney invested in a
specific industry or company. .

The implicit  assumption is  that  identification of
opportunities and removal of identified constraints will result in
increased and rmore efficient pDrivate sector investient. Inoreasss
investment should result in incrzases prcduction, emmloviznt, and
incomes. It is impossible to forecast vihat lavel  of  additicnal
investment would result fram these projects as that would depenc
upon variables such as (a) attractiveness of identifien
opportunities; (b) the nature, magnitude, ang severity of existing
constraints and the possibility of removing or reducing them; and
(c) the international economic situation.

It is feasible, however, tc establish an order -of -magnitude of
what could be possible. If the above asswmtion is correct then it
is reasonable to attribute at least a portion of future increases
in investment to this project. The total private sector investment
for the four year period 1978-81 was about $1.5 billion. Using
this sar2 level in the furure rather than trylng to guess future
levels (the GSL Investnent Plan-projects -annual private investment
for 1982-86 to be about 253% higher that 1978-81) and assuring that
the level of investments increased only 1% (extremely ccnservative
rate) as a result of this project, the additional corestic private
investmont during the four year ~oriod of this project would be
about $15 million.

Arother approcach would be to assume that only 25% of the 556
million lower level of investmen: fo. & variety of invescment
opportunities lijsted in the [athar report  (snnev 1) should
materialize. This would mean abtout S14 million of new investmencs.
Either result would be an excellent return for the $4 mullion AID
assistance.

The IPRD's experience with its first Small and Medium
Irdustries Project was that one new job was created for abtout every
$1,60n0 of investinant. However, the average size loan was only
$6,800 indicating loans to very simall enterorises are  very l:ior
intensive. The average capital invesunent per worker in the riate
ownad enterpriges wae $4,055 in 1980 whiloe the average cost per Job
for all new projects approved by the GCEC (1579-1981) wis $5,450.
Assumirg an average cost per now Jjob of 5,000, $15 million of
additional investments would mean  ahout 3,000 nw jJobss. If cne
uses the experience of the IERD S4l project of $1,600 per job, the
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$15 million would create about 9,400 n=u fobx.

The incremental capital outnut ratio (ICOR) is the ratio of
rew investmant to changes in outmut., IF the IZ0R can b2 takzn as
roughly constant over a particular neriod, then multiglving it Ly
the expected change in net investment gives the expected outmut to
be generated by that investment. According to the world Rank, the
ICOR for ths Sri Lankan econowy has been estimated at 3.7 and for
industry at 3.0. The ICOR for registered small and nedium
industries is estimate@ at 2, while the ICOR for unregistered SMIs
is 0.5, Thus, the project's contribution to the GDP can be
measured by the appropriate ICOR. Using the ICCR of 2, the $15
million of newv investments would add $30 rillion annuallv to the
@P. The potential leverage of the AID assistance is obviously
w2ll worth the investinent.

Another way of examining the ecconomic benefits is to consider
the alternatives. The first alternative is always to ¢o nothing.
The Mission feels, however, that by doing nothing, AID would be
missing an excellent opportunity. The Sri Lanka private sector has
much going for it - strong governnent support service organizations
such as GCEC, FIAC, LIAC, etc.; inexpensive and skilled labor
supply; diwverse natural resources - but its growth has yet to reacn
izs potential. It 1is, therefore, apprcpriate at this time to
assist in identifying opportunities and removing constraints to the®
sector's growth.

The second alternative would ke to invest $4 million directly
in the private sector as loans or eguity. This is viewed as
undesirable for the following reasons: (1) AID's $4 million would
have very little impact when compared to the total oprivate sector
investment; (2) direct investment would not have nearly the same
leverage; and (3) other donor prograns are providing significant
amounts of credit fer investments.

The third alternative would be a different mix bf the proposed
project elements. The proposed mix represents the best judgement
of those involved in the project casign. However, flexibility has
been built ‘nto the design to allow for adjustinents among project
elements as may later be indicated by the sector assessment and

experience.

D. Sccial Anmalysis

J. Conclusions: The social feasibility of this project (its
acceptance by Sri Lankans and distrimbution of benefits) is
demonstrated in the August 1982 report prepared by Research and
Consultancy Services (Private) Ltd. of Colombo (Annex F). The
potential distribution of benefits was dascribed in somewhat more
detail in Annex P of the Robert R. Nathan -Report (not included in
PP).



Thes:  stofies and wls M olaonigan:  ©hat: (&) Sry Laniarns
Support private sector investient in  productive activeies: (%)
paople in the rural areas ars cet  likelv so ultimately hanzfi:
fran the project; (c) creation of Zobs (wp vo 9,200) and increasc.
incomes are two of the most imnortant needs of Sri Lanka; (3) thie
project should result in wmore jobs and higher incomes: (e) 3ri
Lankan private sector participated in the project design throuah
its Coordinating Committee; (f) Sri Lankan nrivate sector will
participate actively in implementation in a wide variety of vays;
(g) the project's activities are feasible within the sccio-cultural
environment; (h) the project should have a substantial impact on
the country; and (i) there are no issues that will seriously impege
the social soundness of the project.

2. Sccio-Cultural Context: Since 1977, 5Sri Lan%a  has
prancted private enterprise through a policy package of "economic
liberalization" designed to attract local and foreign private
sector participation in its development. The private sector has
responded positively to these stimuli as indicated by the table
below on the registration of new companies in Sri Lanka:

1976 264 new companies

1977 319
1978 624
1979 796
1986 966
1981 1,030

Past experiences in Sri Lanka and elsewhere show that in “he
early stages ,of modern industrial develooment, entrepraneurial
effort tends to be confined to narrow paths. A major safeguard
against risk is emulation of the pioneer. This often results ir
the arowth of excess capacity in a few industries ang ar
under-utilization of the ovarall industrial potential of trz
country.  The frequent experience in Sri Lanka is that once &
rarticular industry is established by pioneer entrepreneurs asz &
source of financial profit, ite adoption by others occurs with
remarkable rapidity. Private road transport services beginninay ir
1980 and industries that are ancillary to tourism are illustrations
of this phe.omenon. Another example involves the January 1981
highly successful opening of a Chinese restaurant in Colomlx (the
only Guality restaurant outside the major hotels) which was guickly
followed by about a dozen new restaurants featuring foreign
cuisines. Several of the new restaurants just as quickly went out
of business.

3. Renefigiaries: The impediments to private investment which
the PEPP seeks to remove are more formidable in the rural areas
than in the urban areas. For example, the Colombo area accounts
for 75% of the registered industrial units and 97% of the groess
value of industrial production in Sri Lanka. Since the sector



assesement will eighasize nveswients that use losal sartarials ans

create the most jore, invazznznt coportunities are ore litaly to
be in the rural areas wnere the raw materials, aaricultura’
production, and most uwnenploye¢ peoole are  locaked.  TE ehis

pattern, in fact, should occur there should e a aore ecual
distrilation of incoine resulting fran the project Yecause creation
of jobs for those who are not now working full time for wages would

help a very poor class — the unemployed of the rural areas. With .

project emphasis on agro-industries, it can e shown that as aaro
processing and marketing industries are created, they in turn
provide a stable demand to farmers for increased production as well
as alterntive sources of employment. 1In agro-industries, it is
generally advisable to locate processing facilities close to the

source of crop inputs. This would increase the ecoomic impact on'

the rural farm community.

The data in Table 2 of the social analysis (Amex F)
illustrate the urgency for programs to create new jobs while
econamizing on relatively scarce resources such as capital and
foreign exchange. Since the private sector provides akout 53¢ of
the jobs in Sri Lanka, it must expand rapidly if the country is tc
substantially reduce its high unemployment rate of 15%. This
project is Cesigned to vpramte investments that lead to irore jobs
being created, thus a major portion of the benefits should flow to
the unemployed and under-employed. As indicated in the economic
analysis up to 9,400 new jobs may be created by this project.

4. Participation: The private sector participated in the
project design through its representatives on the Coordinating
Cammittee. Their participation will continve also in the
implementation stage through  their representatives on the
Coordinating Committee (see Implementation Plan). Individual
investors would participate through their use of pre-feasibility
studies, industrial profiles, training, the Investors Service
Center, and other services to be provided by the project. Warkers
and consumers would particimate indirectly through the new jobs and
new products made available for local consumption.

5. Socio-Cultural Feasibility: That the people, in their
roles of workers, consuters and investors, readily accepted new
developments and established new companies at record levels is
perhaps the most obvious indicator of the absence of a fundamanetal
conflict bketween private enterprise and the ethical norms and
socio-cultural values of Sri Lankan society. For exanple, there is
no evidence of any popular “consumer resistence® to the
increasingly important role being played by the private sector in
an area of the economy which was once the exclicive domain of the
Governinent sector (public mass transportation).

Apart from the evidence that points to an absence of confliet
between private enterprise and the prevailing socio-cultural ethos
of Sri Lanka, the stimulation of private enterprise finds further

\ \



justificetion frar the country''s rast experiances wit! attialis at
nromoting ocooperative and connunal enterprise in agriculTure  and
industry. In general, these collective ventures failed priwarily
due to their failure to mobilize wonular enthusiasiy and suonors o
their ideals. In addition, the country has Db2en remarkably fre
fron industrial disputes and agrarian unrest during the racent
years of expanded private sector activity despite enhanced freecoms
granted to political opposition and high inflation.

-
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The components of the PEBP focus on - certain key areas of
supportive services which have hitherto remainad inadeguate or
ineffective in providing the recuired incentives to prospective
investors. Thus, the nroject &lso is comslementary to the current
national policy and strategies of industrial develooment.

6. Imact: Actual job creation framn new investnents cenends
on wlintary decisions made by different groups of investcrs
regarding location of plants, skills and numbars to he hirecd, etc.
The nature of these decisions cannot be accurately predictad at
this time so a precise identification of the beneficiaries and the
magnitude of benefits that should go to them is difficult.

However the production and promtion of opre-feasibility
tudies and industrial profiles about new opportunities for private
investment, together with efforts to remove oonstraints from
investments and provids incentives to 1invest in new ventures,
should result in iore pioneer entrepreneurs who start entermrices
in areas now being neglected.

7. Issues: A critical issus for the success of the project
is whether the political stability that has charaterized the recent
past will continue into the future. One can only observe that the
present constitution oontains safequards against major changes in
the political system as well as safeouards for foreign investment.

Further the recent reelection of the UNP government for an
additional six years providaes confidance that there Will e
continuity in the likeralized market oriented policies of this
government.

A seocond issue that will greatly influence the size  and
distribution of benefits is whether investors will start un new
ventures outside the Colamto area. Mxst of the investors, skilled
workers, cau.ttal ard physical infrastructure are locatzd arocund
Colomko. Therefore, it 1is only natural that investors scck to
start new ventures in the Colombo area. However, the GSL, throuwh
its decision making functions to grant or withhold approvals and
incentives, will, as well as this project's rural agricultural
emphasis, encourage new ventures in the rural areas of Sri Lanka.
These factors will be taken into oonsideration in the sector
assessment  and the recomnendations on  placing  incentives on
investment opportunities which yield the best returns  (enploymnent,

!
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Z. Environszntal Concerns

Th2 approval of th: PID Ly AID/W inzluded  the finling that
this project does not rejuire an Initial Enviromsental Exauination,
an Environmental Assessment or an  Environwental Impact Statament
Par paragraph 216.2(c) of AID Regulation 16, 7The principal
components of this project (studies, TA, training) will have no
significant effect on the natural or physical environnent. The
pre-feasibility studies will inclwie nossible impacts on the
natural and physical enviromment and comply with Sri Lankan laws,
rules and oconcerns inciuiina any that might e iscued Dy the
recently established Central Environmentsl huthority,
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Tha evaluation will combinz scveral Cifferent ethcdoleqie

[~
evaluate the diffzrent corgonents. ‘Th2 glrestions to oe answared Hv
the evaluation reguire four kinds of inforwation:

1. Initially, baseline data on manufacturing enterprises and
on new enterprise developnent in Sri Lanka folloed. by the
corresponding updating of this information annually for the life of
the project;

r_\

2. Data on the conditicns and changes of Lusinesses o
the wvarious components of the wrojact and by a "ocontrol o
similar busin2sses not assist=2c;

3
s L
O
R 1

3. Information on the Linplementation of complerantary
services by institutions irvolvec in the oneration of the project;

4. Expenditures under the Alf—supported project as a whole
and by its various project coinponencs.

Usually national data ao not provide the basis for attriltuction
on any large-scale movemants or other changes in the economy te
relatively modest projects such as the PEPP, Conversely, data on a
particular group of project particimants usvally cannot be expandec
into estimates of national paramsters as a2 whole. However, 1
would be possible to provide the-first two kinds of information, i
the data oollection 1is ooordinated with the Annu:l Survey o
Approved Irdustries conductea oy the Ministry of Industry and
Scientific Affairs.

This survey is an onocinz acvernunent effort which collects
dats on the numoers and types of industries, <their vroduction
capacities and outputs, problens faced by these industries  and
their future 1investnent rlans. . full acale sorvey wes carried ous
in 1977 ard 1980 and <nz Ministry vlans to condect anotiier  full
scale survey in early 1933, woinc 1962 ac the bpase year. £
supplemental sample survey of unregistered (and basically gsmall)
industries will have to be carried out on firms too small te te
included in the Survey of Approvel Industries.

The collection of the laseline data on industries will be the
responsibility of the sector assessment. Coordination of annual
follow-up surveys will be the responsibility of the consultant.
Collection of baseline data for particimants in the training
oourses will be carried out Ly th: ccnsultant also.

In 1985, the Ministry will again conduct a full scale Survey

of Approved Industries after wnich statisticzl analysis will be
used to ascertain whether any henefits  in sales and employment can

Best Available Document A



be attripbuted to the inpute provided by the PEPY. 1n effect,
the use of statictical techniques such as analysie of variance
and regression analyvsis will enable the national survey to be
used as the statistical "control group". 1In addition, the
national survey will provide information on the changes in the
private sector as a whole, without attribution-of the changes
particular to the PEPP,

While the evaluation design provides for analysis of the
effects of the project's direct services to new entrepreneurs
and businesses, the effects of the sector assessment, pre-fecasi-
bility studies, and the other components will not be dztermined
statistically. Rather, an independent evaluator will have to
make qualitative judgements on these components based on the
indicators of achievement of objectives and other information
provided during project implementation, interviews with persons
knowledgeable about the accomplishments of these components,
review of the national data on private enterprise development
referred to above, and on other national economic data.

E. Administrative Responsibilities

The assessment team will prepare the baseline data for the
private sector. The consultant will establish record keeping
systems that will allow future evaluations to locate all past
participants and/or users of the project inputs.

c. Investors Service Center

In addition to the baseline data informat:on gathering
planned as indicated above. and regular monitoring activities,
a review of the operations of the ISC will take place mid-way
in the project approximately 2 vears after the center is opera-
tional. This review which will be part of the regularly scheduled
evaluation, will assess among other things a) the achievements
¢f the ISC; b) review the activities and progrems of the center
t¢c ceterrine their responsiveness to the private sector: and
c, assess the willingness of the private sector tc acssume 1ts
financial support.

D. Schedule and Timing

Since this is a five-year project with most of the imple-
mentation being over a four year period, the only formal evalua-
tion will be conducted in August 1985. This would be an in depth
evaluation conducted by GSL, USAID and an outside contractor.

The evaluation would require statistical services to . 1alyze the
impacts of the project on the development of the private sector
as outlined above. An end-of-project evaluation would be made

after April, 1987.

In addition, there will be annua) informal evaluations or
reviews to: (1) make recommendations for any improvements in
project implementation;’ (2) prcvide information for the develop-
ment of a follow-on project; and (3) update the assessment as
needed.



14

PART VII. COLCITIC.

In addition to the wsual ooniiticns conzerrine  iezal c¢rinion
and authorized rerresentatives, tw Iollow.n: ececizl soniizions
and covenants will o= included 1n negotiating the croviziorns of the
project agreement;

A. Condition Precedent to Initial Disbursement:

The Cocperating Country will apnoint a Coordinating Canmittee
to advise and assist in the implementation of proiect activities.
The Coammittee may be composed of representatives fram the
appropriate organizations of the private sector and the Governaent.

B. Additional Conditions Precedant:

To Initial Disbursement for Pre-Feasibility Studies and
Investment Profiles:

The Cooperating Country will establish criteria, satisfactory
to A.I.D., for selectior of potential investnent ocoortunities for
which pre-feasibility studies and investment orofiles are tc ke
undertaken. The criteria will take into account such factors as:
{a) identification of potential investors to participate in andsor
share the costs of the studies; (b) the use of local raw materiass,
especially apricultural products; (c¢) export potenzial; (d) ratio of
labor to capital: and (e) introduction of appropriate technology.

To Initial Disbursement for Project Activities other thar pre—
feasibility studies, investment profiles and-technical assistance
for creation of .an Investors Service Center.

1. The Cooperating Country will adopt an Action Plan ,
satisfactory to A.1.D., for the development of the private sectior
based upon the recommendations contained in the sector assessment.

-.  The Cooperating Country will take ali necessary actions
{i.e. lepul and administrative) 1o bring 1nto ex.rten:c anc promete
an investors service center.  The role and function, staffing and
level and type of financial and administrative support that arc to be
provided *he center by the private and public sectors will be identificc
to the satisfaction of A.1.D,

C. Covenants:

The Cooperating Country covenants that all necessary actions
will be taken for the timely implementution of the Action Plarn.
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SIPJECT : PRIVATE ENTERPRISF PROMOTION (383-0082)'-RE 4

APAC REVIEW o

l. APAC MET TUICE NN APRIL 29TH AND APRIL 3@TH, TR

£PPRLVING SUBJSCT PID WITH ANJUSTYENT T ST7F S hoTep _._f(

IN PARA 6 BELOV, B

2, APAC CONSIDEPED PID TO RE IN LINT WITH TH® ADMIN-
ISTRATION'S POLICY OF ENCOURAGING PRIVATE SECTQR
INVOL VEMENT IN DEVELOPMENT, A NUMESR OF POSITIVE
FEATURES WERE SPECIFICALLY NOTFD, INCLUDINZ THE
PRTSENT SRY LLANYAN GOVFRUNENT 1S OOMMITMENT TD INCORTAS-
IV THE ROLT OF THT PRIVATE SECTOR, ITS WILLIN3NFSS
TO WMIDICY THE POLTCY 2ND REGULATORY FRAMCWORY, AND

TC aDJUST CPITICAL TNCENTIVES AS NECESSARY TN ACHI"U‘
THT DESTRED OPJECTIVES. AS MISSION PEP APTLY NOTEN,
PROJECT IS DFESIGNTD ®PINCIPALLY TO HELP GSL TO

IDENT IFY THT APPROPRIATE %FaSURES TO IMPROYT THC
INVESTMERT CLIMATE AND ASSYST IT TO MBVE THT NcCTCCaRY
ADJUSTMENT S,

3. WHILE IT RECOGNIZED THAT A CERTAIN AMDUNT OF
SIDY AND TECHNICAL #3SICST4%NCT WILL PT OFApIPTn Roomor

SPECIFIC ADDITIONAL INVESTMENTS CAN PF FXOCCTED 5§ 2
RESWT OF THIS EFFORT, APAC WAS CONCIRNED THAT PID
IS TNC OTE HEAVY UNATE ON SECTORAL STUDIES AND PCLa-
TIVILY LIGHT ON CONCOSTF INTERVENTIONS, PROJECT
DESIGHN SHOULD THTRECORE JUSTIFY THE AMUNTS PROPASEN
TOR THT SECTOR ASSESSMENT AND SECTOR STRATESY AND

15 POSSIPLE SCMEDULE THEST STUDTYES FOR COMPLETION
VITHIN ONT YEAP £FTCR CONTOACTOR ARRIVES IN 3RY
LANYE, SO AS TD O8TAIN TIT BENEFIT OF THEIP CONCLU-
SICNS EARLY 1N THT PROJECT. LIVEVIST, PROJSCT
DESIAN SHOULD EMPHASYIC PRAPISEN CONCOTTT TNTERVE Y.
TIONS, SUCH AS TRAINING AND OTE ACTIVITY DESIIN (IN-
e,

4. APAC VAS CONCEPNED OVIR LAPSE ADUNT ALLOCATED
T0 P?"-'-"‘A#T"IL'TY STUDIES, BARTICULARLY IN LIGHT
0T AID'S PAST EXOCRIENCE M'IT‘I POOF FOLLOW=LP ON SUCH
STUDIFS. A®AC RECOGNTIZYS THAT STRONG MARVETING
EFFORT IS PLANNED FOR THFSE STUDIES, BUT MEVERTHELESS -
FELT THAT A TRACY RECORD OF SUCCESSFUL fOLLOW=UR
SHOULD . BE ESTAILISHED BEFORE FULL PROPOSCD AMOUNT IS
AUTHORIZED FOR THIS CO™POLTNT OF THE PROJECT. SINCE
THEST STUDIES ARF EXPECTED EVENTUALLY TO L¥AD TO .
PRODUCT!V" PRIVATE SECTOR VENTURES, APAC FELT THIS
COMPONEN" SHOULD BE LOAN-FINANCED, DESIGN TEAM
SHOULD REVIEV AND DISCUSS IN PROJECT PAPER THE

_PART ICIPAT JON OF PRLSPECTIVE BENEFICIARIES IN THE
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00ST OF THE PRE-FEASIBILITY STUDIES. 1rOSE bA~nllbY
EVENTUALLY YO RENEFIT FROM ANY RESULTING INVESTMENT
COULD -CONTRIBUTE FACILITIES, STAFF OR FUNDS, ANDOR
MIGHT BE EXPECTED TO SHARE (OSTS OF STUDIES THAT ARF
UTILIZED=-~ALONG THE LINES OF THE COST-SHARING

— - PRACTISTD BY OPIC, TDP AND PRE,

oo %[ S. APAC RECOGNIZES THAT PARASTATALS ACCOUNT FOR A
e LARGE STGMSNT OF THT ZOONOMY IN SR LANVA, THAT
T BY=AND-LAROE THEY ART INEFFICIENT, THAT .THE GSL IS
C ! coaNIZANT OF THE PROBLEM AND ANXIOUS TO INCREASE
. THTIR PRODUCTIVITY~-~ UNDER THE CIRCUMST sNCES, AID
—— . SHOULD P¥ PREPARED TO PARTICIPATE IN THE GSL'S
_ EFFORTS TO THIS END, THT MAJOR EVMPHASIS OF THIS
.. e PROJFCT SHOULD, HOWSVER, BT ON THT PRIVATET SECTOR,
AS ITR TITLY SUBGESTS. THEREFORE, aNY AID ASSISTANCE
-~ TO THE PARASTATALSG SHOULD PF DIPFCTED TO INSTANCFS
WHTRE THT 5L IS COMMITTED TO RENUCE GOVERNMENT
== GONTROL AND, CONVERSELY,.TO JNCPTAST PRIVATT SECTOR
* OWNEOSHI® aND QR PARTICIPATION J' THE]® CPCPATIONS,
" FOR SXAMPLE, PROJECT=FINANCED CONSULTANTS CT!LD
DENTIFY PARASTATALS THAT ARF PEADY FNR DENATIONALIZA-

- st
g

ems== - TI0H -OP DIVESTITURE , DFVFLOP PL.ANS FOR SIESIDY

___ PEDUCTIONS/RECAPITALIZATION AND SPIN-OFF, OR DESIGN
CRITFRIA TO® JOINT USNTURE WITH STRONGER FOPCIGN

. ee. . FIRMS,

- 5§, IN LIGMT OF THF APOVZ CONCERNS, 4BAC DECIDED
.. THAT PROJECT SOILD BF AUTHIRIZ2ED TN TUN OHASTS,
- A TIPST OYACT OF DOLS A4 MILLION, TO FF AUTHOIRIZEID
e=. IR 19P2, WOULD INCLYDE (A) DDLE 3 MILLION TN GRANT
- . EUNDS TO BE ORLIGATED IN FY P2 TO COVER THT SECTOR
ST o AND STRATEGY STUWDISS, AS WILL £S5 TMT FINANCIAL
.., MARYTTS 'STUDJES AND TRAINING CLEMENTS, AND () 2
.DOLS 1| MILLION LOAN, TO 9F OPLIGATED ERSRLY It FY €3,
.70 TIVENTT p TIRST GOOUP OF PRT.TCAGIOILITY STUNIFS,
THIS FIPST ®MASY WOULD CONSIST OF DOLS 2 MTLLINN
=ect [N CTCTION IP3 AND DOLS 2 MILLION IN STCT YN 1R6
FUNDS, £ FUTURE STOOND PHeSE OF AN AS YIT UnNOFTER.
MINTD ST2T WOULD BE AUTHDPIZED BY PROJECT Parce
W . - AMCIDMENT &5 SOON AS THT SUCCESS OF THT FIRST PHEST
ar
L ewe . . ‘-.- q' Y .
UNQLAS J-CTTON.\L OF 2 STATE 13179% IBHH B u3 Sﬂz

AlDAC

. CAN BE DEMONSTRATED, USAID FY 82 OY: IS BEING RE-
'VISED TO INCLUDE DOLS 1.3 MILLION 133 GRANT AND
LOO0LS 1,5 MILLION 106 GRANT FUNDS. USAID REP Cun-
.VEYED G VEABAL REQUEST TMAT ENTIRE PROJEZCT oL
GRANT =FINANCZD,

7. TME PROJECT IS IN AN AREA IN WHICH THZ AGENCY
HAS LIMITED RECENT EXPZRIENCE, PPC AND PRE HAVE
S0TH REQUESTED TO REVIEV THE PP HEFORE IT 1S AUTHOR-
r-==_1ZED, ACCORDINGLY, AnD IN LIGHI OF STATE 88314,
— I;:AACISESXDED THAT PROJECT PAPER SMOULD &E AUTHORIZED

B, MISSION REP WAS INITIATED DESIGN EFFORT. RO3ERT
NATHAN VILL UMDEPTAKE THE DESIGN OF THE PROJECT,
UNDER ITS 10C VITH AID." FYI, ARTHUR D, LITTLE,

 _ WHILE EQUALLY QUALIFIED, HAS ALREADY EXHAUSTED 1T8
QUOTA OF IC CONTRACTS FOR TKIS FY. END FYI,
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WNCEASSIFIED | .g

9, ~PLEASE NOTE THAT AID'S WTIMATE OEJECTIVE) Op '
GOAL, REMAINS THE ECONOMIC DEVELOPMENT OF:SRY.LANKA |
PARTICULARLY I THE SECTORS OF INTERZIST TO" Alf:s
STRENGTHENING THE PRIVAIE SECTOR, aub INCREASING 1TS
ROLE -IN THE COUNTRY'S DEVELOPMENT, REPRESENTS ONE
MEANS TO TH;T SHD, AND THE PRINCIPAL PURFOSE OF THIS
R0JECT, PP AND PROJECT DESIGN SHMIULD REFLEGT THIS
OISTINCTION, AND SUBPROJECT SELECTIO: CHITEZRIA
<0 U.D ALSO REFLECT THE DEVELOPMENT 2. C2JECTIVES OF
THE PROUZCT, . STOESSEL
[Tand ‘-

5799

- USATD/SRT LANKA'S COMMENTS CN PID 1SSUES

Isgus 1: 'Cmcunwithﬂumtpmpoudﬁor&nm-mmt/stntegy
mdthatitbeomplatodwithinmmafturcmtractarurim". Cament: The
S@c&rmﬂmmmrmmdfmnunpmjoctmhasbunsturtedming
Program Devalopment and Support funda. By starting ths Assesmmant at this time,

its tindinqlmdmcam-ﬂadcmwillboavuhblefm'minﬂmwly
implementation of this project. All parties (Coordinating Camittee, USAID, AIDAW)
MWmmﬂwsmdmtoruanmtmdﬂmthcfmdingmﬂﬂming
of the work to be appropriate.

Isgue 2: "Concern over mmownt allocated for pre-feasibility studies™,
Cament: The amount for pre-feasibility studles and industrial profiles has been
reduced fran $4,25 million to $1.0 millicn of tha AID assistance.

Insue 31 “Conocern with pogsible assistance to narastatals since emphasis shculd
be an the private sector'. Cawent: The type of posaible aid to parastatals mentioned
in the PID is not included in the project design., Mo substontial amowmnt of techmical
assistanoe or training will be provided to parastatals.

Bost Available Documers
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STATUTORY CHEGILIST

5C(1) - COUNTRY CHECKLIST

Listed below are statutory
criteria applicable generally to
Fhh funds, and criteria
applicable to individual fund
sources: Development Assigtance
and Economic Support Fund.

A. GENERAL CRITERIA FOR COUNTRY
_ELIGIBLITY

l. FAX Sec. 481l.
deteriiined that the
government cf the
recipient country hae
failed to take adeguate
steps to prevent narcotic
drugs and other
controlled substances (as
defined by the
Comprehensive Drug Abuse
Prevention and Centrol
Act of 1970) procducecd cr
processec, in whole or in
part, in such country, cr
transported through sucn
country, from being sclié
illegally witnin the
jurisdiction of such
counzry o U.S.
Government personnel
their depencents, c:
entering the U.S.
unlawfuily?

"o
e vy
o
o

2. FAA Sec, £221c, ¢
A482.5taNCe 1E tO &
governmert, ir the
covernment liable &r
debsc: or uncondisicne.
guarantor onh ARY gent t¢
a U.S. citizen for goods
or servicee furniched oo
ordered where (8) =uoch
citizen haszy exhauegtéc
ave:lakle legal renmedius
anc (b) the aebt :f niv
deriied. or contestec Lo
sucn gpveznnent?

Bas it been

NS,

Sroorr thn best ol tLpricn Prooclade,
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to disassociate itself
from the communique
issued? If 8o, has the
President taken it into
account? (Reference may
be made to the Taking
into Consideration memo. )}

See Lpecial ctequirements
for assistance to Haiti,

B. PUNDING SOURCE CRITERIA FOR
COUNTRY ELIGIBILITY

1. Development Aasistance
Country Griteria.
a, FAA Sec. 116. Has the No,
Deparcment of state
determined that this
government has engaged in
& consistent patte:cn cf
gross violations of
internaticnally
recognized hunman rights?
1¢ 50, can it be
demonstrated that
centemplated asciscante
will directly benefit the
needy?

2. Economic Support Funé
Countsy Cr.terls

a, FAA Sec, S0:t, Hes e
it been determirnes that
tne country has ergagec
in a consistent pattern
of groes viclations of
internationally
recognized numan sightst
:f so, has the coun:ry
made such significans
improvemants in 1ts LUmLn
rights record that
furnisbing such
assistance is in the
national interest?

Best Availahle

DOCum’om
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b. ISDCA of 1981, Sec.
725({b). 1f ESF 1s to be
urnished to Argentina,

hes the president
certified that (1) the
Govt. of Argentina hae
made significant progress
in human rights; anc ()
that the provision of
such assistance 18 in the
national interests of the
v.8.?

€. ISDCMA of 198}, sec.
726$b). If ESF
assistance is to be
furnished to Chile, hes
the President certified
that (1) the Govt. of
Chile has made
cignificant progress ir
human rights; (2) it is
in the national interest
of the U.s,; and {(3) the
Govt. of Chile is not
t1ding internationgy
terrorism and has taken
Steps to bring to justice
those indicced §n
connection with zne
nucder of oOrlando
~2t€.l1€ez2?

ot applicable

Moz amvlicable,

_\:;



5C(2) PROJECT CEECKLIST

Listed below are statutory
criteria applicable to projects.
This msection is divided into two
parts. Part A. includes criteria
applicable to all projects. Part
3. applies to projects fundad
from specific sources only: B.1,
&pplies to all projects funded
with Development Assiatance
Punds, B.2. applies to projects
funded with Development
Assistance loans, and B.3.
applies to projects funded from
ESP.

IS COUNTRY
CRECKLIST 0P
TO DATE? HAS
STANDARD ITEM
CHECXLIST BEEN
REVIEWED POR
THIS PROJECT?

CROSS REFERENCES:

A. GENERAL CRITERIA FOR PruJECT
1. Py 1982 Ag;zogtintion Act
aC.’ A SacC. Aj
Sec. 33§§§!.

(a) Describa how
authorizing and eppro~
priations committeas of
Senate and House have
been or will be notified
concerning the project;
(b) is assistance within
(Operational Year Budget)
country or international
organization allocation
reported to Congrees (or
not more than gl million
over that amount)?

2. FA)A Sec, 6ll(a)(l). Prior
to obligation in excess

of $100,00, will there be

a) Congressional Notification
b) Yes, by the Congressional Notification

a) yes
b) yes



(a) engineering, finan~-
cial or other plans
necessary to carry out
the assistance and (b) a
reagsonably firm estimate
of the cost to the U.S.
of the aasistance?

3. PAA Sec. 6ll(a)(2). If
' further legislataive
action is required within
recipient country, what
is basis for reasonable
expectation that such
action will be completed
in time to permit orderly
accomplishment of purpose
of the asaistance?

4. PA\ Sac. 611(b); PY 1382
Appropriation Act Sec.
éﬁi. if for water or
water-related land
resource construction,
has project met thé
stendards and criteria as
sat forth in the
Principles and Standards
for planning Water and
Related Land Resources,
dated October 23, 1973/
(5ee AID Handbcok 3 for

.

new guidelines,) -

5, PAA Sec. 6ll(e). 1If
project is cup%cnl
assistance (e.g.,
construction), and all
U.5. assistance for {t
will exceed $1 million,
has Mission Director
certified and Ragional
Assistant Administrator
taken into consideration
the country's capability
effectively to maintain
and utilize the project?

No legislative action is required.

Not applicabls

Not applicable



—3-

PAA Sec., 209, 1Is project
suscept ¢ to execution
as part of regional or
mulcilateral projeact? 1If
80, why is project not ao
executed? 1Information
and conclusion whether
asaistance will encourage
regional development
programs,

FAA Sec. 601(!!.
Informaticn an
conclusions vhether
project will encourage
efforte of the country
to: (a) increasa the
flov of international
trade; (b) foster private
initiative aad
competition; and (c¢)
encourage development and
use of cooperativas, and
credit unions, anad
savings and loen
assoclationa; (d)
discourage monopolistic
practices; (e) improve
technical efficiency of
industry, agriculture and
commerce; and (f)
strengthen fres labor
unions,

PAA Sec. 601(b),
Information an
conclusions on how
project will encourage
U.S. private trade and
investment abroad and
encourage private U.S,
participation in foreign
assiatance programs
(including use of private
trade channels and the
services of U,.S. private
enterprise).

No, hoswsver othar denars- are financing
activities related to tha project.

(a) yes
D) yes
(c) yas

(o) yer
(f) not directly

Ona purpose of the Project is to
encourage foraign,including U.S. invest-
ments in Sri Lanka. Also U.5. flims
proferwbly in joint venture with local
institutions will conpete for
implementation of project activities with
cbjective of dsvaloping local private
mmrl



10.

il.

12.

13.

-‘-

PAA BSec. 612(b 636(h),
TY (982 Appro riation
ACt Bec. §g7. Dascribe
steps taken to assure
tha%, to the maximum
extent possible, the
country is contributing
local currencies to meet
the cost of contractual
and other services, and
foreign currencies owned
by the U.5. are utilized
in lieu of dollars.

PAA Sec. 612(d). Does
the U.S. own excess
foreign currency of the
country and, if so, what

arrangements have been
made for its release?

PAA Sec. 601(>). Will
e project utilize

compatitive selection
procedures for the™ —
avarding of contracts,
except where applicable
procurement rules allow
otherwise?

PY 1982 Appropriation Act
Sec. 521. 17 assistance
{a for the production of
any commodity for export,
is the commodity likely
to be in surplus on world
markets at the time the
resulting productive
capacity bacomes
operative, and is such
assistance likely to
cause substantial injury
to U.S. producers of the
sarne, similar or
competing commodity?

IA_LL3(e) and_L4).
Does the project comply
with the environmental
procedures set fo th in

AID Regulation 162 Does

A minimm of twenty-five percent of

* project costs will be met by

from the Sri Lankan Public and Private
Sectors.

No U.S.~cwned Sri lanka rupeses are -
availsble for projcct use.

Yes.

Production of camoditiss is not itself a
part of the project.

Same privats sector investmants resulting
fram the project are howsver likaly to
result in the production of conmmodities
for export in those areas where Sri Lanka
has a oconparative advantage. Any such
ocommxitties are highly unlikely to be
aomrodities in surplus an world markets
or to cause any injury to U.S. producers.

Yas.

Second question - Not applicabla.
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otherwise encourage
denocratic private and
local governmental

inatitutions; (c) support

the self-help efforts af
developing countriaes; (4)
promote the participation
of women in the national
sconomies of developing
countries and the
igmprovanent of woman's
statue; and (e) utilize
and encourage regional
cooperation by daveloping
countries?

b. PAA Sec, 103, 103A
1055"'15!" 'Iﬁ';_. $o5 Ehe
projec éIE the criteria
for the type of funds

(functional account)
being used?

c. PAA Bec, 107. 1Is
erphasis on use Of-appro-
priate tachnology
(relatively omaller,
cost~saving, labor-using
technologies that are
generally most appro-
priate for the snall
farms, seall businenses,
and spall incomee of the
poor)?

d. PAA Bec. 1liD(a), Wil}
the recipient country
provide at least 25% of
the comr+~ of the program,
preje  ur activitiy
with rempect to which the
assistance is to bhe
furrished (or is the
latter cost-sharing
requiremenct heing waived
for a ‘relatively least
developed® country)?

Yes.

Ya'

Yes,



e

e. PAA Sec, 110(b).

Will grant capita
assistance be disbursed
for project ovar more
than 3 years? 1If so, has
justification satis-
factory to Congress been
made, and efforts for
other financing, or is
the rocipient country
*relatively least
developed®? (M.0. 1232.1
definod a capital project
as "the construction,
expancion, equipping or
alteration of a physical
facility or facilities
financed by AID dollar
assistance of not less
than $100,000, including
.related advisory,
-managerial and training
services, and not under~
taken as part of a——
project of a predor
inantly technical
assistance characte

£. PAA Bec, 122(b). Does
the activaity give
reasonable promise of
contributing to the
development of economic
resources, or to the
increase of productive
capacities and self-sus-
taining economic growth?

9. PAA Sec, 28l(b).
Describe extent to which
progran raecognizes the
particular needs,
desires, and capacities
of the paople of the
country; utilizes the
country's intellectual
resourcss to encourage

Not applicable.

Yu.

Project contributas to expanding econamic
production base of private sector and
increasing incras of workears.



2.

institutional developasnt;
and supports civil
education and training in
skills raquired tor
cffective participation in
governmental processes
esential to self-govaernment,

evelopment Aasiitance Protect

g!It.ti! (lLoang EnIy

e L e
agsgistance 1is

PAN Sec, 122(b).

ln conclusion
on capacity of thes country
to repay the loan, at u
reasonable rate of interest,

PAA Sec, 620{d). 1If

or any
productive onterprise which
will compete with U.S.
enterprises, is there an
agreement by the recipient
country to prevent export
to the U.S. of more than
208 of the enterprise's
annua)l production during
the life of the loan?

ISDCA of 1981, Seac. 724

c) and (d). I or
Nicaraguua, does the loan
agreement require that the
funds be used to the
maximum extent possible for
the private aector? Does
the project provide for
monitoring under FAA Sec.
624(g)?

Economic Support Fund

Project Criteria

PAA Sec, 531(a). Will
this assiptance promote
economic or political

GSL has the capacity to repay the loan

and the prospects of repayment are
favorable.

Not applicable.

Not applicable.

Not applicable,
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gtability? To the extent
possible, does it reflect
the policy directions of
FAA Section 1027

b. PAA Sec. £3l({c). Will
assistance under this

chapter be used for
military, or paramilitary
activities?

PAA Sec. 534. Will ESP

funds bDe usad to finance

the construction of the
operation or maintenance
of, or the supplying of
fuel for, a nuclear
facility? 1If so, has the
pPresident certified that
such use of funds is
indispensable to
nonproliferation
objectives?

PAA Sec. 609. If moma-

commodities are to be

granted so that sale
proceeds will accrue to
the reciplent country,
have Special Account
(counterpart)
arrangements been made?

Not applicable.

Not applicabla.

Not applicable.



5C(3) - STANDARD ITEM CHECKLIST

Listed below are the statutory
items which normally will be
covered routinely in those
provisions of an assistance
agreenment dealing with its
implementation, or covered in the
agreement by imposing limits on
certain uses of funds.

These items are arranged under
the general headings of (A)
Procuremant, (1) Construction,
and (C) Other Restrictions.

A. Procurement

1. FAA Sec. 602. Are there’
arrangements to permit
U.S. small business to
participate equitably in
the furnishing of
commodities and services
financed?

2. FAA Sec. 604(a). HI)l al)
procurement be from the
U.5. except as othervwise
determined by the
Preaident ¢r under
delegation from him?

3. PAA Sec. 604(d). If the
cooperating country
discriminates against
marine insurance
companies authorized to
dc businesn in the U,S,.,
will commodities be
inaured in the United
States against marine
risk with such a company?

4. PAA Sec. 604(e); ISDCA of

offshore procurement of
agricultural commodity or
procuct is to be

Yas.

Project Agreement will so provide.
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financed, is there
provision against such
procurement when the
domestic price of such
commodity is less than
parity? (Exception where
commodity financed could
not reasonably be
procured in ¥.S.)

FAA Sec. 604(g). Will

construction or
engineering services be
procured from firms of
countries othervise
eligible under Code 941,
but which hava attained a
competitive capability in
international markets in
one or these areas?

PAAL Sec, €03. 1Is the
shipping excluded from
compliance with
requirement in section
901(b) of the Merchant
Marine Act of 1936, as
amended, that at least 50
per centum of the gross
tonnage of commodities
(computed separately for
¢ry bulk carraiers, dry
cargo liners, and
tankers) financed shall
be transported on
privately owned U.s, flag
commercial vessels to the
extent that such vassels
are available at fair and
reasonable rates?

FAA Sec, 621, 1f
technical assistance is
financed, will such
assiscance be furnished
by private enterprise on
4 contract basis to the
fullest extent
practicable? 1If the:
facilities of other

Not applicable,

A\



-3-

pPederal agancies will be
utilized, are thoy
particularly suitable,
not competitive with
private enterprise, and
made available without .
undue interference with
domestic prograns?

International Alf
Transport. Fair

com etitive pPracticeg

@cE 1974, 1f air
transportation of persons
or property is financed
on grant basias, will U.S.
carriers be used to the

extent such gervice is
available?

Py 1982 Appropriation Act
Sec. 504. 1I the U.S8.

Governmant i3 a party to
a contract for
procurement, does the
contract contAin Aee--
provision authorizing
termination of such
contract for the
convenience of the United
states?

B. Conetruction

1'

PAA Sec, 601(d;. If
capitad (%.G..
construction) project,
will U.5. engineering and
professional services to
be usecd?

PAA Sec, 6ll(c). 1f
conctracts for
construction are to be
financed, will they be
let on a competitive
basis tO maximum extent
practicable?

“as.

It will 1if theye is.

Not applicable

Not applicable.



c.

3.

.

FAA Sec. 520”(!. If for Not applicabla,
conatruction. o

productive enterprise,
will agggregate value of
agaistance to be
furnished by the U.S5. not
exceaed $100 million '
(except for productive
enterprises in Egypt that
vere describead in the CP)?

Other Restrictions

1'

PAA Sec. 122§gl. It Yes,
avelopmen oan, is

interost rato at least 2%

per annum during grace

period and at leaast 3%

per annum thersafter?

FAA SZc. 301(d). If fund  Not applicable.
{s establizhod solely by it

U.5. contributions and

administed by an

internatioal

organization, 4086w~ ..

Comptroller General have

audit righta?

PAA_Sec, 620(h). Do Yes.

arrangerents exist to
insure that United States
foreign 2id ig not uzed
in a manner which,
contrary to the best
interests of the United
States, promotes or
assists the foreign aid
projects or activities of
the Communist-bloc
countrien?

Will arrangements prasclude
use of financing:

&, PAA Sec., 104(f): FY Yas
1982 APpPLODPLiIATIULL ACS *
Sec. 5254 (%) To pay for
pecformance of abortions

as a method of family
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planning or to motivate
or coerce persons to
practice abortions; (2)
to pay for parformance of
involuntary sterilization
as method cf family
planning, or to coerce or
provide financial
incentive to any psrson
to underge sterilization;
(3) to pay for any
biomedicel research which
relates, in whols or
part, to methods or the
perfornance of abortiona
or involuntary

sterilizations as a means

of family planning; (4)
to lobby for abortion?

b. PAA Sec. 620(¢). To
compensate owners fLor
expropriated nationelized
property?

C. PFAM Sec, 660, -0 .
provide truaining or
advice or provide any
financial support for
police, prisona, or othur
iav enforcenment forceer,
except for narcotics
prograns?

4. FAA Sac, €662, Pror
CIA actrvitias?

e, PA)N Sec, £1E!4', Tor
surchase, stie, .ongc-teIy
lease, exchenge or
guaranty of cthe sale of
motor vehicleas
manufactured outside
U.8., unlessn 2 wvaiver ¢
obtainaed?

£. rYy 1982 Appropr.r=.os
Act, Sec. 5.:. To0 pty
pensions, annuities,
fetirement pay, or

Yes.

Yas.

Yes,

Yes.

tes.



adjusted service
corpensation for military
personnel?

g. rY 1982 appropriation
Act, Sec. SU5. 70 pay
U.N. asceasmants,
arrearages or dues?

h. Py 1982 Appropriation
Act, Bac. BUS, 7TO CALry
out provicaions of FAA
section 2n09(d) (Transfer
of PAA funds to
multilateral
organizations for
lenéding)?

i, Py 1982 Appropristion
ACt, Seac. . To
Tinance the export of
nuclear eguipment, fuel,
or tochnology or to train
foreign nationals in
nuclear fields?

J. EY 1982 Approoriation
act, Seac, . W
ussistance be provided
Jor the purpose of aiding
the effortns of the
government of such
country to represc the
legitimate rights of che
population of such
country contrary o the
Jniversal Declarazion ¢f
juman Fighte?

ne FY 1982 Agpropriaticn
ACt, Sec, blo, TO D&
used for publicity or
propsganda purposes
within U.8. not
authorized by Congress®

Yes.

Yes.

Y“l

Yes,
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= ANNEX D
b‘er o&hd 1 Baay Led gm0
Telograms ) PORMID Your No.,
o0 o FORAID :
: %.‘éﬁfo }f;‘;’;‘“ . Deln alod acolned®ind
gd v PO B®oKm qOImXrRD ewlriond sxilia 3 O Ooc)

) Lawdsarid Coadalar wrelms (3 O ALQ)
Ganfipm.f aer B . Cayila.o House (2nd Floor)
BB, Biiils _‘-u‘ - @.00.37, emgBl |
DEPARTMENT OF EXTERNAL RESOURCES . &, Qu. . 171, Qnqul

Ministry of Finence and Planing "0, 217, Colombo |

1 7
| REFERENCE NO .Gk {. ggf Sept, 82
. . CATE RECEIVED )
Miss S. J.Id.ttlcfield il AUIE L =] I
Direotm" USAID ACT|ON...,. 000000000101 008 1ot reaaa. 2
.Ameriocan Embassy
Colombo 3.

Dear Miss ld ttlefield,
.Privato Epterncise Fromotion

._ .. -On bebalf* of thw Government of Sri Lanks we wish to make a formal -
roquest for USAID gssistanoe far undertaking a Projeot for Private lntarprlu
Promotion. The activitios to be supported unier this projest have been
"Sdentified by our authorities in oollaboration with your Misaion anl
representatives of the private seotor. Tho aotivitios so 1dontified are
:based partially on the recommeniations mede by the Consulting firm
Robert R.,Nathan Aasociates, ongaged by your authorities to atudy the
. opportunitiea and soope.for iporeassd private .soctor investment.

. It is our nndorata.ndin,s that USAID assistanvse to the extent
of $ 4,0 mM1lon-($ 5.0 million as grant and § 1,0 m1lion as loan)
will be made availabls, over a S year porial, for Fhase I of the project,
It is also a.ntioipated that if the activitios to bo funled under this
Poase aro succeasfully implemented, USAID assiatance on a groatly
expended soale would be aado avallable fcr the dovolomont of a
seaoml phase, !

We shall be deeply grateful if you would obtein the famal
‘oonourrence of your suthoritios for the implementation of the project,
and the authorisation of the USAYD support anticipsted for the project,

‘:@mm

o ﬁ Yours sinoersly,
C

——— — & “+‘- I.l'l. 3.1“ : pm

,’;‘;;—.- 'X .::j for D.E.R,
|

C(/"':_I ',,.._---J
‘00 .3 D/XEC, wwnn i
C [

ARD !

| DD LY

DUE g!

- h v_ﬁ




‘ New lnstitutions (or Industrial Promotion

6.06 With a view to promoting privatc investment in specific areasthe Governe .

ment established a number of new institutions and agencies. These are the'Greater
Colombo Economic Commlssion - (G.C.E.C.)" the ‘Export Development Board
‘(EDB)’, .the ‘Fg:qigﬂ_l_qy'_e_s_tmc_m_‘A;ivisory Committee (FIAC) in the Ministry of
Finance aod Planning, and, ‘Local Investment Advisory Committees’ (LTAC)" in
the Ministriés of Industries, Textilss, Rural Industrial Development and Fisheries.
In addition, the Government also set up the National Development’Bank to'look at
the specific needs of medium and long term investment credit in the country;"n -

6.07 The establishment of Investmen: Promotion Zones under the: auspices of
the G.C.E.C. was intended to be the mzjor plank in the Govcrnmcm's’stratcgy,or
export-led industrial growth. The G.C.E.C. is charged with attracting foreign inves-
tors who are prepared to accepta 100 percent export obligation, and wish to be Jocated
in the Free Trade Zone. It is intended to promole the acquisition of new and ‘better
technology, create more employment and enhance the country's foreign exchange

earnings. T :

608 The G.CE.C. offers approved foreign investors an impressive array ‘of

support facilitics and incentives. There are the normal fzcilities of export proces-
. ding "zodes, pamely, rapid processing: of applications, readily available sites’ with
full infrastructure and business support facilities, exernption from import duties and
--normal import, export and exchange control procedures. - In uddition approved
_ firms arc cxempt from all taxes. on corporate -and expatriate personne! .incomes,
Toyalties and dividends upto & maximum of seven years (and ,ln years under
'special circumstances) after which only a turnover tax ranging from 2 pereent 10 5
per cent is payable for & further concessionary period of four to fifteen years.” The
period of the tax holiday and the rate of turnover tax are tied to the employment
- created and other criteria such as valve added, net foreign exchange carnings, nature
of technology used, size of investment, nature of market supplicd, ctc. At the mini-
mum concessions, therefore, a firm will pay no taxes for two years and a concessionary
turnover tax of 5 per cent for a further four years, ‘Under maximum’ concessions
the firm will pay no taxesat all for ten years and only a 2 per cent turnover tax fora
“further 15 years. Approved firms can be 100 per cent foreign owned and shares can
“be transferred within or outside Sri Lanka free of all taxes and controls. Repatria.
tion of capital is free from all taxes and controls. Also, G.C.E.C. approved firms
are classified as off-shore enterprises for banking purposes ang, thus, have access to
Foreign Currency Banking Units (FCBUs) now being operated by severa! domestic
and foreign banks. G.C.E.C. firms can contract loans with these units in eight mejor
currencies at interest rates comparable to those prevailing in the countries concerned.

6.09 Equally attracuve incentives have been provided for industries outside the
G.C.E.C. arca, with or without fore:ign collaborauon. Applications for such
foreign investments in Sri Lanka outside the jurisdiction of the G.C.E.C. whici: do
not involve the Government a3 the local partner are evaluated by the Foreign Invest
ment Advisory Committee (FIAC). Such joint investments must have at Jeast $}
per cent Sri Lankun equity participation. In cases where no significant transfer of
technolo~~ is involved, the local participation is expected to be 75 percent of invest.

ment, - e e e ee .

ANNEX E
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6.10 Local Investment Advisory Committees (LIAC) have been set up in each

of the major Ministries handling industrial production, namely, the Ministries of

' industﬁcs. Textiles, Rural Industrial Development and Fisheries. Although these

committees were originally established in the carly 1970s mainly as regulatory bodies,

their role and functions have undergens o complete change after the econamy was

liberalized in 1977. Now, they pluy 2 supporuve role 1o their Ministries ‘in the
promotion and extension of new invesunents in their respective sub-sectors. |

6.11 Special emphasis is being given to the speedy expansion of cxports to gene-
rate foreign resources which would cuse the country’s balance of payments difficul-
ties aud reduce dependence on foreign wid for developmant. In an island-economy
with 2 small domestic market, export Crientation seems to be the only means of rapid
industrial expansion. Outside the(G. C. E. C.,)a major step for the promotion of ex-
" ports was the establishment of the Export Development Board which provides techai-
cal assistance to exporters and takes other measures to promote exports. ‘Schemes
such as Export Expansion Grants, Customs ‘Duty Tebates, Long Term Credit
Refinacing, Equity Participation by purchase of redecmable Preference Shares to
'assist préjects with long gestation periods, and the sponsoring of Trading I:lqgscs.

are among the measures taken by the :Board for promoting industrial cxpoﬁs.

6.12 In the ficld of industrial credit, the Government established the National
Development Bank 1o meet the increased demand for medium and. long term credit.
The National Development Bank Wwas established in. January 1979 with the principal
objectives of promoting industrial development by — (a) .providing medium and
long term credit to the private and public sectors through direct financing and the
refinancing of Joans given by other credit iosttutions; and, (b) mobilizing internal

and external resources, including stimulation of capital markets. "1t 1s empowered 10

provide a wide ‘range of financial services including refinancing, underwniting and

ﬁnang_iqg‘ equity and debenture issues, providiog guarantees, accepting deposits and
lssuing . letters of credi. Coa . .

6.13 Prior to 1977, the institutional sources of credit for industry were the four
domestic commercial banks, the Development- Finance Corporation of Ceylon
‘JECC) and four. foreign commercial -banks. Of these, the DFCC was 1hs only
nource of loog term lons and cnjoyed a monopoely in the Provision of foreign ex-
change loans'to private industry. It was also the only institutional ‘source-of ‘funds
for equity investunent. After 1977, the newly created National Development ‘Bank

and the domestic commercial banks began 10 advance loans to meet the increased

demand. for Jong term lending and equity participation.

’ v -
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Greater Colombo Economic Commission (G.C.E.C)

6.32 By the end of 1981, 150 projectsiencluding dropouts) had been appro ved
in the Free Trade Zone with a total investment of Rs. 5,377 million. Of these, 104
projects were considered active. Forty one projects were in conunercial production
in 1981 against 23 in 1980, while others were in vanious stages of construcnion. Gross
export carnings from these projects had increased from Rs. 152.1 million 1n 1979 to
Rs. 529 million in 1980 and Rs. 1,719 million by November 1981 while employment
had increased from 5,884 at the end of 1979 10 10,581 by 1980 and 19,921 by 1981.
Among the 104 active projects, 64 projects arc joint ventures with {oreign collabora-
tion, 30 projects wholly foreign and 10 wnollv domesuc enterprises. These projects
have brought in investors from 25 countries including USA, U. K. West Germany,

Norway, Netherlands, Japan, India, Switzerlanc, Singapore, Middie Eastand Hong- .
+kong. Projects like those for the manufacture of electrical goods znd accessories,
electronics, imrigation purops, industria) chemicals, cargo cootainers, leather goods,

hand tools, activated carbon, etc., which involve a substanstial level oi technolngy,
are éxpected to result in healthy spread effects in the domestic economy Inview of the

capacity for gannent manufacture available in the areas outside theG.C.E.C and of '

certain disadvantages to the local garment exporters, a selective poli y was adopted
in 1979 whereby new garment rpprovals *re not normally given in the G.C.E.C. area.
The Table below summarizes the performance under the G.C.E.C duning the last four

years.

Greater Colombo Economic Commissiop — Performance

1978 1979 1980 1981 1978—1981

No. of Units Approved .. 52 37 4) 18 150
No. of Units Contracted 29 I2 28 0 75
No. of Units in
Commescial Production n Y 4|
Total Investment 1,624 1,041 1,652 1,663 5,980
(Anticipated)
(Rs. Million)
Foreign Investment 1,202 7 1189 X719 4.04)
Local Invesunent 422 270 41 784 1,939
Employmest Potential in
Approved Umits 26,495 13,169 18,607  11,40b 69,619
Employment (Aztual) N.A, 5,884 10,481 19,92 19,921
(Cumulative)
Gross Export Farnings N.A. 1521 519.0 1,7190- 2,400.}

—

® Upto Novembey 1981
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Forelgn lnvestment Advvisory Committec

6.33. There: has also been a significant inflow of foreign investment through the
projects approved by the Foreign Investmeni Advisory Committee (FIAC). The

investment potential of R, 3,837 mullion by end of 1981. Both G.C.E.C and F.I.A.C.
schemes have, thus, paved the wiy for a major boost for export oriented industrial

development. The table below Bives tiie breuk up of industrial approvals given by
the F.LA.C. during the past four yeurs:

1978 1979 1980 198)
lorcign Invesiment :
Advisory Commitiee (FlA C;
Number of Uaits . . 21 6l 66 63
Foreign lnvesiment (Rs. Million) . 74 387 1,049 n
Total Investment (Rs. Milliop) .. 121 971 1,585 1,160 .
Employment Potential (Nos.) . 2,385 9,216 6985 . 5,049

Local Investment ' Approvals Committer

has been a gradual decline in the number of new industries approved over the last
iwo Qr three years, the total nember of projects approved since 1977 is over 5,700.
This campares favourably with 1,866 projects approved priof to; July 1977.
Nearly 80 per cent of the projects approved during 1981 fall in the, cawgories of fegr-
ous and non-ferrous metal products, petroleum and chemical products. woad.
paper and paper products,

Small and Medium Scale Industries

cant role by contributing t0 increased production ang, employment. These small and
medium scale industries are well suited to the local environmen;, particularly areas
where sophisticated ir ‘ra-structural facilitics beve not been developed. Severa|
facasures have been ta.en 10 overcome the problems of thess industries angd casure
their sroooth growth. In view of the significance of the textile. sector special measres
such as, setting up of g Textile Research uud,Tm’m’n; Institute with UNIDO assisg-
tance, the setting up of Lanka Fabrics Limited to assist weavers in marketing their
products and the setting up of Lanka Handloom (Export) Limited, were takeq to
‘provide access to markets and techoology.
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6.36 In order to assist small and medium industries, a special project was intro-
duced in 1979 with IDA assistance, designed to provide access to industrial credit.
with reduced collateral through the National Deveiopment Bank and other partici-
pating credit insfitutions and rechnical assistance, principally through the Industrial
Developmeiit Board. The IDB component of this project includes training, provision
of extension facilities and establishment of a Sub-Contracting Excange for improve.
ment of process and product Sub-contracung with large industries. Measures have
been taken to ensure that the Sub-Contracung Exchange, Rubber Product Service
Centre aud Common Facility Centre for light engineering industries become fully
operational. Out of a total sllocation of US $ 16.0 million, Us $ 12.0 million were

enterprises in the aréqg of manufacturing, agro-industries, construction materials,
handicraft and industrial services. The credit component was fully committed 1o 1,677
industrial units, one and a half years ahead of schedule. Distribution of ceredit under
the IDA assisted small ang ‘medium ‘scale industries projoct are given in the

Table 6.4

Dlsuibmlm of"C.'edl't Uoder SMITas  December 1981+

. Amount of
inaustry Group Number of. Pereentage Credit - 'Pcrcemage

Units Rs. [Mn. :

Food Processing . 447 26.6 6492 . 238
Otber Agro-Industries . 128 7.6 14,66 5.4
Rubber Products Ve 29 1.7 6.92 2.5
Mcul:Producu . ‘o 183 10.9 23.62 8.7
Construction Materials 263 15.7 32.64 19.2
Construction Contracting ., 13 0.8 6.7% 2.3
Wood Products . . Ve 161 9.6 22,26 8.1
Garments . 87 3.2 10.76 39
Textiles .. . 45 2.7 9.83 3.6
Repair-Workshops . 48 29 5.54 2.0
Others . - 27 16.3 55,28 20.3
Total | 1,677 100.0 273.12 100.0

® Sowrce ! Nationsl Development Bank

6.37 A second Small and Medium Industry Project was negotiated with IDA in
order to provide further assistance to increase output, employment and efficiency
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SMI Project, about 2,600 sub-projects are €Xpscied 10 be previded with financial assist.
ance. Extension and consultancy services wil; 4iso be cxpanded under the project,
A survey of projects assisted under the firsi SNi1 Project has been initiated to assess
the progress made by the industries estblished under i, o '

Centres.

Ty
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PEPP differs from the more conventional type of aid
project - those that involve the provision of direct
matverial and/or monetary assistance to specifically
de-:arcated areas or pre-~defined targat groups or development
schemen in the receipient country. In pursuance of the
SPP's stravegy, the different components of the PEPP are
concerned rainly with the systematic erhancement of the
provision of incentives ancd supportive services to the
private sector within a coherent framework of related
government policy, facilitating easier access Zfcr private
investors to capital markets, generating and €éiffusing
techno-economic information on potential avenues of
incistrial investment and on potential markets, and
training of managerial perasonnel.

3. SOCXO-CULTURAL FEASIBILITY OF THE PEPF

An analysis of the 'Sccial Soundneas' of +<he PLEP
irom the perspectives of socio-cultural feasibllity snould
entail a probe into both the objectives of thz rroject as

the general

well as the project design. hecorcingly, in th: preaent
section of our analysis, we inguire first in

o)
issue of whether the promotion of private ente-irisa is

erpropriate to the preveiling sosio-culsural ezrom of

tt

Zri Lanka, We then attemzt an anveztiqaszion ¢f zthe related
1s8ue of whether the specizic mmasu. es env:isgsnscec within
the PEPP are compatible with the current need:z erd

FTospects of the country,

3.1 New Ececnom:c Palicvy

To the present inquiry the regponse of the people
of Sri Lanka to the transformations c. econonic and social
policy witnesaed during the pasr 5 yeara is of crucial
relevance. At thec Goneral Electionz of 1977, a political






constrainta) is at least partly accounted for by the
increased vigour of private enterprise. There is also
evidence which suggests that thw people of Sri Lanka
have perceived these recent trends of change as both
necessary and desirable. |

In the first place, freed Zrom the ghacklas oF°
excessive atate contrel, those with entrepreneurial ab:lity
and talent were prompt in utilizing the more rasdily
identifiable avenues of investmont such as those in the
tourist industry, construction, passenger transport and
a range of labour-intensive export-oriented manufacturing
industries, contributing substantially to the alleviation
of the problem of unemployment in the couatry (See below,
P. 13 ). The rate of registration of joint-stock companies
in Sri Lanka, for example, may he regarded as a rough
indicator of the acceleration of private sector partici-
pation in economic activity during the period urder
review (Table 2).

chiatration of New Comoanies in Sri Lanka

Year Jivmber cf 'ew Conranies Recistcred
1976 264
1977 319
1978 Coé
1979 796
1980 966
1981 1,030

Source: Regiatrar of Companies, Sri Lanka.

C\\



That the people, in their role of both workers
and consumers, readily accepted these new developments
is perhaps the most obvious indicator of the absence oi
a fundamental conflict between private enterprise and
the de facto ethical norms and socio-cultural values of
Sri Lankan societv. A classic example which illustrates
this contention can be drawn from the recent changes in
the system of roard transport services. Up to 1977, public
passenger transport by road was a near exclusive State
monopoly controlled by a public corporation established
at the time of the nationalization of private omnii- ..
services in 1958, Following the re-opening of this avenue
gznzhbéstment to the private sector in 1977, there began
a phnnomenal expanzion of privatecly operated road transport
seri ices such that, within 4 years since th.: introduc+tion
of .ne policy change, the daily operational fleet of
privately owned road passenger tranaport was equivalent
to about 65X of that of thr State sector. To the issuc
under discusuion, several rclated considerations underscoro
the significance of this change., TFor instance, the State-
run omnibus services, being the pioneer venture of nationa-
lization in independent Sri Lanka, haa assozirated synbolismy
in political ideolcsy and dogma. Despite this, and other
factors such as en<renched vected intorests arnd farce
differentials, there 13 no evicence whatever of any pooular
“consumer renistence" to the increasingly important role
being played by the private asoctor in an area of the
economy which was once the exclusive dorma.n 0! tne State

soctor.

3.3 Past Record: of Colleactive Lnterpriae
P

Apart from the foregoing evidence that poiut to an
absence of conflict between private enterprise and the
prevailing asocio-cultural ethos orf 5ri Lanka, the atimulation
of private entorpriase findas further justification from the

1V


http:ntorpri.no



http:aiz---*,.01
http:vetrabgu.u4

~3

in 1968 consolidated the electoral victory of the present
ruling party and eliminated the potential for disruptive
stresses and strains within its ranks., The present
government has thus achieved an unprecedented measure of
success in the smcoth implementation of drastic reversals
o< earlier policy and in moving zowards coherent new policy
goals, And, despite the enhanced freedoms granted to
political opposition (greater circumspection than earlier
in the exercise of'Emergency Powers', restoration of the
Fule of Law and the freedom of the press and of political
association) and despite soaring inflation, the country
has been remarkably free from industrial disputes and
agrarian unrest.

For private enterprise and for comritments towards
its promotion, the crucial issue at present is whether the
political atability that has characterized the recent past
will continue into the futura. Obviously, a discussior of
this issue cannot avoid a gsustantial element of conjecture,
lievertheless, some optimism in this regard is warrentec
by the fact that (even if one were to ignore here the
poaasible positive effects of cconoric gaine of the recent
past on the behaviour of the electorate) the new Conctitution
contains safeguaras against cataclyszic cnanges in the
political system ol the country und that, to a considerable
extent, it also encures a closer coSrelaticn than belfore
between the popular support a party could muster at elections
and {ts eventual narliamentary =z:zength. Mention can alsc
be rade here to the snafeguards fcr foreign investment
onshrined in the Conntitution., 25 the context ori this
constitutional framaework and also on the basis ot past
records of electoral performance o the different political
parties in Sri Lanka, it appoars reasonable to conjecture
that the impendling termination cf tenure of the present
governnent is unlikely to rezult in political wnd ecorcnic
policy changes thatr would adversaely affact “he prospecty
for privato entorprizse in tho cauniry during th.
foreseabie future, CQA





http:mdusz.tJ
http:Newerthel.es






http:rfoz~at.on




- 1l -

system in Sri Lanka durinc the past few years. Thus,
in the current situation, an untapped potential of
entrepreneurial emulation exists, provided the models
for such emulation are created by the stimulus of the
PEPP,

2.2 Techrnolocical Srreas Lifeczts

It has been the frecuent experience of Sri Lanka
that when once a particular indusctry is established by
Pioneer entrepreneurs as a source of financial profit,
its adoption by others occurs with remarkable rapidity.
Private road transport services and industries that are
ancillary to tourism to which reference has been made
already are illustrations of this rhenomenon (and its

ttendant dangers) from recent history.

Other technclozicil sprecc effects of new
industrial ventures can be ex»ectec¢ in the form of
industrial ventures which wouid result fror forwaré and
vackward lirnkaces for which industries based on local

raw materials preseat much potentisal.

— .

-

4.2 Spazizl Svtreal IZlleczs

The impecdiments to private entresrenetrsaip which
the PEPP seeks to remove are more icrnideb.2 in Tura
the PEPP ks t ve are more :crnideble irn the sural

. — e me e cewmame s e e qepeens ey - i~ e
LT€easS Shall I The LIlenl LUsal. - SCNT & £ L L&

Lliustrated by th: Zact 4hat Ln 1778 zhe districts orf
- e

Colombo ani Gampane eccountel fer TI.l1l% of the total of
recistered indusztsial units and $7.4% of the gross value

,By the end o 1977 <he
deposits in the £ri Lanl.nn baznliing s'stem was Rs.6,037 n,
By the end of 13%E.L it nil increzged 0 Rs. 20,365 n.

The latter figure, wner acflzted kv the implicit GDP
deflator would rep-esent a real increase of 927 between
1977 ané 1981. C(ne may also ndte that, heiween 1977 and
1981 the ratio of such depositc to the GN? increased
from 18% to 26%. (Sea Central bark of Ceylon, 1982,

Table 43).

-+
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of industrial production in the country (Department
of Census & Statistics, 1980).

_The PEPP with its focus on the utilization of
local resources (raw material, underenployed labour,etc.)
can be expected to contribute towards a recduction of
prevailing regional imbalances in tne development of
manufacturing industry in Sri Lanka.

5. SOCIO~-ECONOMIT CONSEQUENCES

5.1 Effects on Inconme Distributiocn anéd Employment

The contribution of the PEPP to an acceieratiorn
of economic growth can be expected to raise the level of
income and employment. There is a widely held belief
based on the Kuznetsian "U~curve" that inequality fircst
rises and ther. falls as tae econcny progresses Zrcn
very low to high levelc of development (Kuznetes, 1285,
pp. 291-303). This may be foun? to be true in some
cases but it is netc univercel. Fer example, Taliwan o- ¢
South Korea, two of the leacdinc rICS in Asia, have
successfullv combined rapid economic growth with a more
egalitarian distributicu cZ :inccne (Chenesy, et.al.,
1975, pp. <50-28%).

In the case of Sr: Lenite there {s some evidenc:s
tc Ssuggest taat relatively I4gls 4CONOKLIC growta has
been associated wi<i, & ncre ega Lxn cistributicn
of income. ‘Aczorcing to <he Centrzl Ban)i's Consumer
Finance Surveyc (Central Zank of Cevlon, 1974), in 1%€3
the top decile of incone receivers accounted foxr 36.8¢

c our deciles 12.0%.
In 1973, +<he -espective percentacec were 30,C% and 15.1%

(Central Bank of Ceylorn, 1974) racpectively. This

e
of the total income and <he tot:zem =



somewhat sharp movement toward:s & more egalitarian
distribution of income was associeted with an annual
average GI¥ real growth rate oi 4.2%. Between 1973
and 1977 the GDP real growth rate dropnred to an annual
average cf 3.4%. The prelininery findings of the 1978
Consumer Finance Survey (Dahanayai:e, 1981) suggest that
income céistrikution also becare less egalitarian during
this perioc as borne out ky tne Zact that the top

decile was reported to have receives 3¢.C0% of the

total income and the bottenm fcur deciles 1l2.3%. And,
this happened in Srli Lanke after 1272 notwithstanding
some major .nstitutional changes such as the Land
Reform, the nationalization of Company-owned estates and
the establishment of Divisional Development Councils
which were meant to make income distrikution more rather
than less egalitarian., The explanation, it appears,
lies in he degrees of success with which new jor
opportunities were created. Counctries such as Taiwan
and South Korea were successfu. in coxbining rapicd
growth with a more egalitarian distribution of income
mainly because they succeedecd in rfractically wipziag

out unemplovment during that perzeé¢, If Sri Larnka's
comparative crowth rates Zfcor 1%64-%5 ang 1973-77 arc

“aken ac iLaZicatore of the unferliing trends in joo
creatior. durin: tas Two ZiIicii, Ti4 SANT - aXgunent ar
Scr Scutn loreaw and TaoWer woll atos wrue for This

country as well. In any event as 'rank and Webb (1977,

=. 80) remack :

"Conventioncl meec:ires ¢ ..ok distribution

(o income) tcualls encoioase tha entire
economy. Tht G.n: Cozific:ient, the Kuznets
Ratic, the Paretc Coefficient are all indicators
cf the extent =z vhicn & g.ver prcportion of
s.otional incerme accurTer tu & civen percentage

of the populztso:s. Taese tre useful measure,
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but for most developing countries at the present

time, the most pressing social problem seems to

be the existence of widespread severe poverty.

"It would appear then that a more specific guide
to policy than any of the less relevant general
measures is the extent to which the very poor
are helped by the policy." (our italics)

Thus the PEPP with a focus on labour-intensive local
resource-based private industry is likely not only to
accelerate economic growth but also to have an egalitarian
impact on the distribution of income by raising the absolute
income levels of the poorer sections of the community.

The data in Table 2 serve to illustrate the
urgency for programmes which are designed to create new
job opportunities while economizing on relatively scarce
resources such as capital and foreign exchange.

For methodological reasons the individual figures
in Table 2 may not be strictly comparable with one
another. However, they leave no doubt that unemployment
in Sri Lanka has steadily risen at least since the late
1950s8. The figures also suggest that over the period
1960-80 the annual net addtion to the labour force
has averaged around 125,000. In other words, Sri Lanka
has had to create a minimum of 125,000, new jobs every
year to prevent a worsening of the uvemployment situation
and considerably more than that number if the country
was to antertain serinus hopes of clearing thae backlog.
In this context what is pertinent to observe i3 that
the only occasion on which this seems to have happened
for any considerable lenqgth of time was over the period
1978-81, when the private sector has l'een allowed a
froer hand. Indeed, as the figures shown below (Table 3)



TABLE 2

Estimates of Employment and Unemployment in
Sri Lanka, 1946-1980

Employ~ Unemploy-~ Rate of
Year and Source ment ment unemploy-
(*000) (*000) ment (%)

1946 Census 2,646 n.a. n.a.
1953 Census 2,993 n.a. n.a
1959 ILO Survey 3,140 High 450 10.5

Low 340 112.8
1963 Census 3,199 High 390 110.8

Low 265 8.0
1963 Consumer Finance Su.vey - 457 13.8
1968/9 Labour Force Survey 3,631 450 11,0
1969/70 Socio~Economic Survey 3,547 550 15,0
1971 Census 3,649 839 19.0
1973 Consumer Finance Survey - 1,000 24.0
1975 Land and Labour Utiléi:S:;n - 984 19.9
1976 Ministry of Plan Implemen- - 1.072 -

tation (Estimated) ’
1978 Ministry of Plap Implemen~ - 900 -
tation (Estimated)

1978/9 Con?;?giiiigzﬁi? Sutvey - 874 15.0
1980 Labour Force and Socio- 4,738 857 15.3

Economic Survey

Sources : All except the last line - Central

Bank cf Ceylon, 1980, p. 95;
Last line -~ Department of Census
1982, p. 14,

and Statistics,
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TABLE 3

Employment Creation, 1978-81

Number %

l. State sector 180,451 25,8
2. Formal private sector 182,555 26.1
3. Informal private sactor 336,994 486.1
4. All private sector (2 + 3) 519,549 74.2

Total 700,000 100.0

Source : Lines 1 and 2 - Central Bank of Ceylon,
Review of the Economy (Annual); Line 3 -

Authors' estimate pased on data in

Tables 2 and 3.

demonstrate, every three out of four jobs created in the
economy during this period were in the private sector
and almost half the jobs were in relatively small-scale
informal employment,

The focus of the PEPP on job creation,especially
in the rural sector through location of industry outside
the major urben centres, is important also for the
beneficial effects it would have on alleviating the
problem of undercmployment and seasonal unemployment,
The data in Table 4 roveal that about 10% of the country's
labour force has had less than 21 weeks of works in a
year and another 30% lesa than 37 weeks. Although the
overall incidence of underemployment appears not to be
significantly different as between males and females,
the percentage of ‘emales who had less than 21 weeks of
work per yedar was nigher than the corresponding figure
for the malec. Moreover, as one would expect, the
rate of undoremployment among agricultural workers was
significantly higher than the national average. Thus,



TABLE 4

UNDEREMPLOYMENT AND SEASONAL UNEHPLOYMENT, 1979-80

TOTAL LABOUR . FORCE AGQICULTURAL LABOUR FORCE

Number of Male Female Total Haie Female Total

weeks worked Number Number Nunmber Number Number

in the year ('000) % ('000) p4 Number % (+*000) % (*000) % (+000) <

i
20 or less 346 9.5 197 16.0 543 11,2 20d 12,7 127 20.4 326 14.9
21 - 36 1,035 28.6 341 27.7 1,376 28.3 635; *40.4 218 35,2 851 39.0
37 and over 2,242 61.9 691 56.3 2,933 60,5 736 46.9 275 44.4 1,011 46.1
TOTAL 3,623 100.0 1,229 100.0 4,852 100.0 1,571 100.0 620 100.0 2,191 100.0
Source : Department of Census and Statistics, 1982



if the PEPP succeeds in channelling more industrial
investment to the rural sector, we can expect it to

have a beneficial impact on the underemployed and seasona-
lly unemployed rural workforce, especially women.,

The development of agro-based industries can
have the effect of expanding and stabilizing the market
for agricultural produce, This should help the farmers
to earn a higher and more stable income. Furthermore,
the creation of a reliable market for such produce will
also be helpful to generate a sense of confidence
among the farming community in the agricultural diver=-
sification programme of the Government,

5.2 Social Benefits

The social benefits of the PEPP are closely
interwoven with the economic benefits that have been
outlined above. Any substantial reduction in -
unenployment and an improvement in living standards
should contribute to overall social welfare and stability.
Indeed, there is evidence of more than circumstantial
nature tc support the contention that uneamployment,
especially among the youth, was one of the prime
causes of socio-political instability that Sri Lanka
has experienced in the past two decades. Most observers
agree that the insurrection of 1971 was precipitated
mainly by a serious dearth of suitable employment
opportunities for rural youth. There is also evidence
to believe that the change of governments which occured
at every General Election in Sri Lanka stemmed largely
from the frustration felt by the youth voters
(Samarasinghe, 1981),
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finally mention may be made of the fact that
the location of manufacturing industry outside Colombo
will also bring certain social benefits. The resources
that are required to develop the sociul infrastructure
such as houses, roads, schools, hospitals and communica-
tions will be considerably less than what will be
required if industries were to be concentrated further
in a few urban centres.

6. SUMMARY AND CONCLUSIONS

All the available evidence suggests that the
private enterprise ethic is essentially in harmony with
the socio-cultural ethoe ay reflected in the political
and economic realities of contemporary Sri Lanka. As
such the PEPP should evoke a positive response from the
Government, the business community and the population
at large. The Project can be expected to have several
beneficial spread effects including the development of
entrepreneurial talent, spread of new technology
and the diffusion of industry outside the metropolitan
area of Colombo and, in its totality, contribute to a
fuller and more efficient mobilization of the country's
resources for cconomic development. The focus of the’
PEPP on employment creation and its indirect beneficial
effects on agriculture should have an 5galitarian impact
on income distribution by raising the income levels of
the poorer sections of the community. Improved incomes
and reduced unemployment and underemployment in turn
can be expected to have a atabilizing influence on the
social and political life cf the country.

%/:/ Lf/wxlr;uﬂ ppmars/ I _/1%
Peiris

S. W. R.,de A, S~~nrasinghe . He

Consultants, Research and Consultancy Services(Private) Ltd,
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Table 1 -

STATISTICAL APPENDIX

Growth Rates of National Income: Sri Lanka,'72=-'81

% Growth Rate of GDP,
at 1970 costant factor

lear cost vrices
1972 3,2
1973 3.7
1974 3.2
1975 2.8
1976 3.0
1977 4.2
1978 8.2
1979 6.3
1980 5.8+
1981 5.8+

* Provisional

Source: Central Bank of Ceylon (1982)
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(v) Hanagezent.:f a £3.ll or nsaiumeccale industrial

enterprise. (Froduction, marketing, financial
0

*
and personne. uspectc of the enterprise).
suring 19&1, the IDZ hns conducted « O woriisnops
Ghall enll o sroran In GlfTerent parid ol wav So-alT. AR averace
Izdustrialists particiyated at encl 0F tivse workshops

ic 2l¢ 3¢ sinilar workshops have beer nlanned or 1332,

IPro-~rz. " the National Avprenticesgh.z 3Soard {(IAZ,

S.:t National Apsrenticechiy 20ard ls & stotuill_,
boy set . by the government under a special pariiameniary
Act'with tze objectives of formulatizg, implementing and suver-
vicing o scheme of training to cover various categories of

apzrentices,

As a follow-up of the apprenticeship training programs,

the IAZ launched an entrepreneur development program on an

surentlceshiz alumni vho had successfully coazleted the craft
level anrenticeship training both 4in theory and practicals

and outained the craft certificate of prnficiency.

On tne basis of a systematic evaluation procedure,
1C rounz craftsmen were selected for this pilot project . -
which oz 2 3=-month institutional training progranm in entrepre-
neursripe The courss content comprised the following 9 modular

unitcs

- Introduction to Business
« Quantitative Methods
Management of Reaources
« Industrial Law

£ w2

\



£ « Finaace
6 = Marketing
7 = Management 5% Frcduction Function

[€+]

- Managenent c¢f reraonsel

\0
[}

Identificntion, fecrzulatior and evaluats ion of

projectc

Although this truinian,; progra: was insti uticn-baced,
‘arvicipanss were taken out orn ob3ervalion tours o study

&
&

orponicsatilon sysieas and producticn systems. urtheraore,

exc:: one ol then was resuire? to formulate nic project propo=-
sal in which he was guided ¢urouguout the course. The pProject
wat subzequently sent tc the Industrial Developzent Board for

approvel and to the bBank of Cevlou for funding.

After completing this program, the A3 nogzotiated with
tke Bonli ol Ceylon to give the 10 participants izvestnment capital
upto s 100,000 without the usual security guarantee. They too
were Tequired to contribute some capital thezgelves without
relinc entirely on the bank. Accordingly, after the completiol

this nzecial progzraz, tne & ;ar.-cipan.a startea-indugtirial
veziurel av different timer un. .ne eagineer nC personne. of

the LAD Gulded the youay enirsireneurs on Sne se.ecsion o st

f_c

aad In e cetiing up of aacninery. They were also asgis:ze:
in tke Zormulation of produciion rrocesses and iz the maintee
r

~ B - M - -’. '
ATISUnTSe TN genlis o0ffia: G-l

aanee ol rizcrds oand tooko o
of e IlAl partic 1ral ed In the inauguratics cerewony of each
veriure and reriodical visits were nmace by tze inspecting stal’

o arcess the progres of the ventures.

Eowever, the recent evaluation reportc of the NAR

cyveal tunt the zujcrity of erirupreneurs wa: obtained oani
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sail-cuzloyzonte The officicls drawn ‘rou tae 1DB, NAP and
coiercicl banks have been utilized for. coaducting these

The fellcwing torics have beez covered in tkese

WOrlZoIns i cenli:

{7, Kov to go inic self-employment ir industry,
(2) Facilitizs and iaputs required for setting up
an industrial vezcture.

{(3) Hcw to mang>- r tusiness.

The program of tke National Youth Services Council
is a codbinatior of both vocational training and eatrepreneur

developmernt,

CeriiZicave in Entrepreneurskip of the Open University of
8r: Laaka

The Open University of Sri Lanka is a fully~fledged
aLsionnl univeralty estaillsh.ed in 1980 under the Universities
Aet o 7T 2f 0778 It hes teen designed to enable studerts
€O Turcue Ltudlier zainl: L tnelir own tize and in their own
2970ss  Tliz nen-traditionel university haa adopted this oulti-
media loarning =rsten develcped by the British Open University

witl modilicatiecns aprronrizic to the Sri Lankan scene.

Tho Iirat grograc of studies designed by its Hanagement
Studior Division ig a cerficzate course in aatrepreneurship,
<he Zirct batch of students in this program commenced their
studicos i3 July 1982,

Air of the course = This course is intended for school leavers

who wiah to go into aelf-ecploymen: in industry. It aims at

WA
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producing entrepreneurs by assisting c*udeats ia unierstanding

how a szall industrial venture is to be started, operated and
maraged efficieatly. '

Jurction of the course - QOne year

Susriculus =« The curriculum of the course consists of four

:2i modules as follows:

(1) Small and medium-scale Industries ia Sri Lanka
{i2) Productio=z

(L11) Marketiag

(iv) Accounting and Tinance

(i) .8mall and medium-scale industries in Sri Lanka =
Tae =zlcr topics covered include the nature, growi: and scope
0 3x3)) and medium-scale industriec in Sri Lanka; Inpute and
1n::art;qg§g;g‘gqppéyg';odnirod for nottinq::; industrial

&

uric; r:ic of various promotional orgarizations; and management

0f the iaaustrial unit.

(i1) Production - Selection of a product, factory
larcut, =aintenance of plant and machinery, production
planniag, =aterial procurement and inventory coatrol, quality
coz.o-s., vage systems and incentives, and factory and labour

reul-:ions are the main topicc covered.

(124) Marketing - Marketing smrvey, channels of distri-
bution, pricing, sdvertising and salee promotion, customer
rclatio:q) S8ales analysis and problems are included as the aain

topicce.



iv) Accounting ama Firsnce - Capital reguirezents,

sourcos of finance, bagic acsounting conceptis, Preparation of

[ 20

£inal accounts of 8 8mall inductrial Wnii, cash Zlows, cacsh
budsets, oLt cecatrol methods v Tinsncial evaluation of aL

' -
indusiris) venture and tae Freraratiosi of a project rerport are

the main Torica covered unter 4b:a cubdiess module,

N e
-

L} |
[+
[¢]
il
'Y
be
o
"
4]
(4}
3]
o
(34
X!
o
(5]
4]
)

tion 2f he crurse - I

L.l a
instructional purposce, the course Lac been divided iato 15
~l

\

blocl:se Za2ck block contains tars: wnits witl an average of
[

-

leczosz in each uait makiirg o total of 57 leszone for <le

coursCe

Lesason materials aac assicnments - The lessons are
o

sent to students in four peckages. Tuey inzlude printed
material consisting of correspondence lessons, recommended
readiags, and assigaments, ™he ascizaments irnciude botk selfem
assessnents and tutor-marked asaignments,

Students are reguirec o atudy the lessone angd woxk
on their assignments accor ding to a time tatle provided by
tne Taiverzity, Personal tuitiorn and counselling are nade
available to the student: *hrough partetime :tutors and coune
sellors who are recruitod mainly from she Btalfs of tie con=-
ventional universities and :he polytechnical inatitutes.
Tutors are expectod to grade and comment upon the wristen

: - .
RN e rs s em e ey - - . - & o
e yemmvease O3 CUUZENLLS,

Soninars - Four seminars based on the four subject modules
haverbeon scheduled to be held at the major regional centres of
the University. All the students, registered in the course
ur%roquired to atiend these seminara which will be conducted

by a panel of oxperienced acadezics, profecaionals and induse
trializtce Filn shows, and demonstrationa are also expocted

to bo iacluded in these Jezinur programn.

\ %!
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Pro’cct Peports = In order to complete the ccurss in entrenrerne-

urshin successfully, every student is rejuired to prepare
a project report ob the setting up of asuitable small

dmdusiwiot vanture, 2Zn addition to the written indsruesions

given tirsupy the ccrrespoadence lesgozs, face-to-face guldance

by = somel of counsellors celected frox tuac stalfs of the
Teduzinicl Sevelorment Bourd, the Naticnal Dovelcopnent Bank

ans L..c conventional universities on the preraration of the

project reports.

Hetio® c” evelunsian and rizra of the certifizate - For the

purpose of determining rosults, the performance of students
persuing the courae is to be exaluated on th: basis of the
followings

(i) Tutor-marked Assigaments.
(11) Tinal Examination conducted at the end of the
v ac;dcmic ycar.

4ii) Project Repors.

L)

Those who reach the required level of perlormance

11° be ararded the Certificate in Entreprencurshir.

Znrolmont of Students = A total of 921 candidates who enro.led

as tho First batch of students in this progranm have cormencead

shols studies in July 1922, The details of nformation on the

wae

number of candidates applied for and enrolled in the apurse
on tho codinm basis are given in tha follomiug table:

\'U



Centre -} No. of candidates No..c? candidates enrolled
applied for the in the course
coursa _
Sinhala| Ta~il|Zu;lish Sinhulaf Tanil | Znglish
nediuzimadice| =cdics mediur nediunm =ediun
Solziuz 1328 e 2ol -0z 22 g8
Hand 56L 2% 2= 222 ¢ 7
Matore 362 z 6 124 - -
Jalfza 7 14° 3c - La 10
Battlzalon 23 oL 1 [ 25 7
Ratuasure 130 g s b - -
2415 33€ 279 753 103 122
Total
XC3C 9914

0f the total aumber c? 3030 candidates wno had applied
for adnigsion, 1229 were #clected on the baszis of both ‘Ye
results of an admission tes: an: the parxs given for relevaace.
In 30lcsiing candidates for t-e €i-Twuy & greater weightage
has been civen to tae relevance ‘ez:or, sor exanple, a candidate
who had indicated Lis interest in sotting up an {acua:rial
venture has been preferred to a candidate who sougrn: admisasion
merel: for ke FUrpose o obtalning ar sauis:onal quii.lization,
dowever, cut of 1229 canlidatos who were selocted Ior adnission,
only 981 have fiually enrolled :n the course. The resason for
this appears to be the fact that certain candidates have
experioenced difficulty in paying the course fee of #.600, which
is payable to the University by every atudent who is to be
registerod for the course. The Universaity ia making arrangesaats

\1?



at precent to call for ap;lications for trhe second batch of
stuaentise iegotiations are going on at the mom;nt betwasen

the Univeraity ana the banking inatitutions for exploring the
POo3ziUility of arranging -2an fucilities to s:iudents who decide
to sct up industirial veaturea of their own after ouccessfully

COULDTim~ this rmaone-
T W seel TTOTIL

Ta6 ew trio oot o tue Zadustrial Jevelopsernt Board (IDB)

Foe

F 1
b §

Adtbougt. the IIZ Yas been engaged in coaducting a 5=day
WMOr.iZher nrograz for severas yearzc witl ‘ne purpose of helping
the por.icipanis to bocome actual entrelrensurs, tic rewsult has
not beon sati{afactory. The number of participants who have
talkon stéps to aet up Iadust:-ial ventures ia lewss than 5 per gent,
Adccording to the IDB, two main reasons are attributable for
this jcor responase. <hey ars (i) the difficulty cf aelecting
participants who are genuinly interested in becosming entrepre-

neurs and (ii) the inadequate duration of a workanop.

in oruer to overcoce lLese ancrtcociasge of the existing
progea. zxd o makt L% s more rea.ltl-artientey procraz a new schene
has been nlannad b <ne 23,0 15 tve osel ezt - 9f 7articipants
for the nrosram propor *3 ur “ni® achers, aever: aapects
auck nn the tyne of inluciry ecviaaged by the aprlicant, his
age, present incooe, en:rop:oé?gz exposurc as we.. as the
indicationzs of his enireprencurial abllllles ant ;otentials are

eJoulien tu be careful.y amseancd.

The daretion of the program wll be ) weeka, 'm. ocourse
gontexzt has been desiguned to include the followlug:
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Ae notivation module (4 days)

Je Intrenreneurship and external enviranment module (1 week) ..

. )’ '
Ce <uzlnezs canwrement madule (” wesks)

v1) TJencral o nagement

LR I R R JR N e X - -

-, 0TeLAN [ anziement

[ T T Y . ey ‘

Vel &TLUTTI I -‘.'an—'-OCwU:i‘-

[N v S e A <Al

Voo oatcouniing and financsial saznagement

=\ m. .«
[P - e

{6} Trolcct Developrens

(Sl T - " po JPPRP ]
voJ ~utiness Games {2 wngz)

20N -3 o -\

PR Lo
e, oilno Shouings (Lo

(9) Zlant visits (4 dey)

Since this is a residential training program, the
iD2 iz rlamning to set up a special institute at the Pallekole

T mmwmd Y T

+1LusIrial Lstate, in Kandy. The proposed scheme has been
approved by the TechnoWet Asia. The UNDP hgs indicated its
willingness to explore the possibility of asaisting financially
ir cetting ur the trainin, institute. However, the IDB will

be in neec of further financianl assistance for conducting

Lo Ir3ItIed eatrepreneur development program under the new
incciiie,

Sihe nroJect designed by the Sri Lanka Chamber of Small

- . ool
P 11N Pe ey s

it 3ri Lanka Chamber of Swall Induastries which ig
the orgozization of amall industrialists in 8ri Lanka too
has planaed to aet up a seperate institute under the title of
Znireproncur Development Institute for the purpose of helping

futuro and current entrepreneurs in developing their skilla.

\V



~ hccording to the President of the Chamber, the
project is nasistod by a foreign source of-financo and
The arrancements are made to cet up th:a institute in Colonbo

belore tic exl of thiz year,

“iiferent entropreneur developuent prograns expected
to be c¢lferad by the prorosed institute would include both
theoritical and practical aspects of training. Ineplant
treiaing is to be an intepral part of these programs, according
To the Irecsident of the Claavber. Since the Chamber has a wide
menporeliis ewnins 2iffir:rc trpee of industrial enterprises
it is believed that givir_ ‘rainees an inplant training will not
be a diZficult task for tie propoaod institutes

However, external fivancial support will be needed
for organizing and conducting training programs under this
institute.

6. How aic could assist the strengtheaing or expanding certain

axigtinr programs

Iazte Lourse in ZInsrepreacuring offered by the Opon

":

Jniv.orzite of Sri Lanka -« 4 careful observation mnd analysis

cf Ltic ciidsting eantrepreneur development programsoutlined in
the preccéing paragrarhcs reveals that the ceartificate course
in Zntrcr--eneurzhiy offegraZ tr the Open Univer°121’ of Sri

moé used
lanlia iz comperatively »ucﬁcomprehensive and ontreprnneur
develornent program that deserved aid for' both ‘atrengthening
and -expension. It caters to.a large number of potential entre-

preneurs at a time in all theas three languages. oL
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Under this newly started Frogram, the first package
of leccon reterial has already beer issued in tre forn of a
printed terte Thé second package is about to be released
froz t“e Printer and last two packages cf lesson rmaterizl
are e;pccted to be out in the printed forz before the end of

&1 R
ils rease

Althougk: the correspondence lessons, assignments,

seminars, and project work form a comprehensive rrogram in entre-

preacur developrent, it has been pointed cut by the consultan:s
Lne tho university authorities that there ic much room for
r*=izion, inmprovement and expansion of tne existing lesson
maverial and other elements of the program to make them

more effective and useful to students.

According to the Vice-Chancellor of the Open University,

the services of an American expert/advisor who has wide exper~
ience and knowledge in the planning and preparation of lesson
naterial in. vatreprensurship for distant studente will .be of
great use to the University. Such an expert/advisor is needed
for e period of 6-12 months mainly for guiding and assisting
the local staff on this revision and expansisn work., A financial
grant too will be of wae to the University to meet the expendi-
ture that will be incurred on material and local staff required
Sor tais work.

Th University has the capacity for effective managemeni
of this programc. It has obtained part-time services of two _
consultants: and a pmmed of visiting acadewics and professionals
in addition to the internal staff.

\W



Progran of the Indusirial Development Board (IDB) ~ Another
ontraprenonr.developmont program dc-orv;ng.aid for strengthening

and expansion is the 5-day workshop progran of the Industrial
Devclopment Board. The durntion of the progras needa to be
incroaged to make it a more fruitful project. This requires
additlonzl Ifinancial suzpor: zt 35 &alsc uccessary o

adopt & more systematic method for selecting participants for

this programem.

8ince the IDB has an experienced full-time staff in
the hecad office as well az in the regional offices, it possesses
_.'tho c_zq:ucity to strengthen its entreprensur development programe

7 Bunmary

The institutions that have been ongaged in conducting
entrecprencur development programsin Sri Lanka include the
SRR LAT Dovalppmint Board (I0B), tae Fational Appretiie
ship Bosa (NAB), the Bank of Ceylon, ‘the National !outhﬁ Council,
and the Open University of Sri Lanka.

.”.‘-.".;,:.l_...,. . ~ . ..,,

Prcrrans ir O treproneu" Development

, The IDB program falls iato two categories, nr.'unoly.‘
{3) the prograw designed for future entrepreneurgand (ii) the
prosTam des:.igned for existing erntrepreneurs, Under category
ona‘,.'f S5=dzy workshops are conducted in different parts of ‘the
“Eoun ‘t:':f:- %7 workdihops of this type have bewn conducted during
:‘982;: -Uader:Catagory tao, 2-dsy werkshops. are conducted.for
,;ho bencﬁt ©of existing small industrialists. During 1981_,
-the IDB has conducted 9 workshops under this catogory.
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ke ID3 has planred a more comprehensive entrenreneur
devclosment program to be conducted as a resideantial training
project under the Entrepreneur Develppzent Institute that the -~ -

IDZ Lan rrorosed te ectablish in the near Zu*ure.

<Tie lational Apprenticeship Sourd has conducted onlw
Sme calrisrencur developrent progranm in 1581 as a foilow=-up cf
ilc =prrenticeshiy training scheme. Ten younz crafiscan who had
successiully completed their apprenticeszhii traiaing were given
institutional training in entrepreneurshir and assisted in
settins un industrial ventures of their own. The response ‘rorx

tiie tr2irpmes has rnot been high enough to encourage the HNAZ

in continuing the program for further batches of craftamen.

The entrepreneur development program of the Bank of
Ceylon nas been a project organised by its Management Consul~
Ttaacy and Merchant Banking Divisions It f:lls ints three
categories, namely, (i) Self-employment project for university
under;radﬁatés, (ii) Tiny sector developm-nt program and (iii) Liter=

avure for small iadustry enctrepreneurs.

Twenty five undergraduates are rreseantly undergoing
trziziag under the first category and one 6-day werkshop has
becz conducted for the bemefit of 25 young tiny sector entrepre~
aeurc, under Category two. Under the third category, the bank
has zlonned to put out a series of literature/brochures giqi¢g

\n

information required by persons who are interesgted in 5cin;A3elf-

enploynent.

The National Youth Services Council too has conducted
a geries of workshops and seminars with the objective of develop-
ing entrepruneurial skills of younz men and wotien who are
interested in going into gelf-employment. This program aims at
training the youth in a variety of ‘crafts in addition to develop-

ing tleir ontrepreneurial skills,

B t1rh].
est Availahle Docuimes: A



The remcatly established Cpen University of Sri Lanka
has launched a more comprenensive program of study in the field_
of extrcoreneur develosprent. It ia am oﬁe-yeaf correspondeance

course acsigned for scihocl lemsvers,

“he curriculum of tne course consisty of four subject
modulez, namely, (i) 3mall and medium - scale induatries,
(i) Production, {iii) Marketing and (iv) Accounting and Finance.
Studies through ccrrespondence lesson materials, recoammended
reacings, assignments, seminars, prepara‘tion of project
resoris aad persoral guldance b; t.lors and counsellors are
the principal elements of this progran.

Thow who successfully complete this program willle
be awarded the certificate in Entrepreneurship. A3 the first

batch of participants in this program, 981 students have commenced

their studies.ia July 1982.

The Sri Lanka Chamber of Small Industriee has planned
to set ur a seperate institute for the purpose of emtrepreaeur .
dcvelopmente The progracs enviasaged by the €hanber are expected
to iaclude both theoretical =-nd practical aspects of industrial
training inbaddition to the development of entrepreneurial skills
of individuala.

Hom 21 could assist to strenrihen or expand ciisting

‘The Certifiocate Course in Batreprensurship offwred
by the Open Hniversity of Sri Lanka can be considersd reslatively
as the most comprehensive and useful -entreproneur development
progran that deserves aid for both strengthening and expansion,






MANAGZMENT TRAINING
FOR
PRIVATE ENTERPRISE PROMOTION
IN
SRI LANFKA

Prepared for US AID
by
Dr. Gunapala Nanayakkara
Director of Postgraduate Studies in
Management
University of Sri Jayewardenepura
Nugegoda ~ Sri Lanka
August, 1982

ANNEA H



CONTENTS

Summary

Introductiorn

Management Training ané Developmert
Needs of the Private Secteor

Management Training Institutes
Survey anc¢ Assessment c¢I Inputs
Into Management Trairing Activity

Survey and Assessment of Management
Training and Related Frogcrammes

Problems of Management Training
in Relation to Private Entercrise

Strategv and Framework for Trainingc
Programminc and Resource :eeds

APPEZNDIY I- lanasement training
Institutes sur-eveld, and

Emplovers' representative organi=-

zations corcul=zel

2€
27



2. INMTRODUCTION

The purpose of this paper is the examination and evaluaticn
of the existing primary institutional arrangements for meeting
management training and development needs of the private
sector of Sri Lanka. By decing so, .the paper deals primarily
with the task cf:

2. Highlichtinc the nature anc extent oI training
and Gevelopment activities undertaker =y the variovs
management training institutes and their relation

to private enterprise,

t. Assessing the capacity as wvell as tre rescurce
needs of the various management treining
institutes for meeting management training
and development needs of the private enterprise
especially in view of higher rates of future
growth of investment and trade, and

c. Suggestinc ways of allocatinc anc utilizing the
currently available and forthcoming resources
in order to meet best both short-run and long-

run managerial needs of the private sector.

Any attempt to improve <he managerial capartilities
of the private enterprise in Sri Lanka is of wvital impcrtance
te all trose whc are concerned wit: thne premcticn & private
enterprise and its role in bringing abcout eccnomic welleins.
Management is understandably the most crucial inpuc incc
any production process: it coordinates and integrates the
cthe: inputs -- lakcr, materials, machines, nowledge and
techniques, etc. =- in such a way that the ernterprise
achiaves its goals most rationally and efficiently. Until
recently, the private enterprise in Sri Lanka had been neg-
lected and therefore, it did not have adequate opportunity
and reason to train managers of high calibre. low, faced
with the challenge of renewing and speeding ugp its activitiec,
the private sector enterprise without the guidance of a
gompetent team of managers, may look to ona like an army

page ... 2



battalion mcbilised for penetration without its colonels and

brigadiers.

Because of the vital role of management training and
development ( MT&D ) in promoting private enterprise, it is
Zelt that those MT&C needs must be surveyed briefly. 1In
licht oI this, the varicus managemen: trairinc institutes
are surveved in the areas ¢f I'T4D activities, resource
allocation anc utilization, and relationship of activities
tc private enterprise premoticn. Upon the findings <. of
this survey, a framework is designed tc cvtline the ways
in which the functions anc operaticns cf management training
institutes can be ratiorallv organizeZ fcr meetins the
demand for MT&D requirements of the private enterprisa in

Sri Lanka.

In order to collect infermatiorn required fer this paper,
the majcr management traininc institutes which undertake
activities related tc private enterprise were visited.

Some organizations whiclh represent the private sector and
its promotional efiorts were alsc constlted. The management
traininz institutes survevec and the cueginess representative

crranizations ccnsulted are liste ir Appendix I.

[§
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2. MANAGEMENT TRAINING AND DEVELOPMENT NEEDS OF THE
PRIVATE SECTOR

Supply must meet the needs. Therefore, the needs must
be studied and clarified before looking inte the questions

of supply.

vanacement training and development ( MT&D ) needs cf
an enterprise depend on a large array of factors. Some of
ther. are associated with the natkra. grewinh pattern of the
firm, and some others with the nature of industry or business

activisty of the firm.

t'aile those factors are i1mzcrtant, there seem tc be still
some other considerations whicl. zall for attention in the
determination of MT&D needs. Those are the environmental
factcers which influence the firm. One should not forget
the fact that tre private enteryrise in Sri Lanka is in an
envircnment of underdevelopment which is quite distinct from

that ci a developed economy.

The MT&D needs of the private sector must be assessed
by taking intc acceurt cof all the three types cf Zacters

as thev are relevant tc the enterprise(s) in question.

Tme envirormental factcs aifectinc MT&D needs require
fur«her elazcratiorn. The eccnemy of Sri Lanka =-- its present
contex: ~- nasg to be viewed in the perspective of its gradua'
transition from one of semi-fevcdal to a modern economy.

Thie suggesitz that tie scciety, i+r all members and institutdons
ma\- nct rave well succeeded ir acquiring the essential
characteristics of entrepreneurial and managerial talemnts

prevelant under or required by Ifree enterprise system.

More specifically, one may expect the people in such

an economy' in traneition tc value the pursuance of short
run goals and tc neglect the lerg range ones. Failure to
see ralationship between long-run and short-run effort ma;
result in the lack of managerial determination to < integrated
and planned effort to continue business and search for
stability and growth. A private sector cannot grow without v

. "
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such drives being cultivated as intrinsic valuves of its

.

managers. This is one reason to feel a need fcr basic

crecaration (educaticn) of managers or. 2 long run basis

such as 1 to 2 years at least.

In the circumstance, the potential investcr tends tc
be interested in the ventures which make a fast buck for
nim, This is a major reason for the widespreac interest
amonz investors/entrepreneures to ¢C intc enterprises
whicl" are commercial rather than producin; and selling.
A private s.ctor cannot possibly be promcted solely on the
basis cf commercial activities; it needs to enter strcngly
intc tle arena of producing as well, Managers whc are
ir commercial business de not it well intc the croanizational

requirements of production. Thus, there is a second reason

tc Zeel a need for basic preparation of manaagers on a

long~-term basis.

Tne history of business success is the histcry of success-
ful innovation in enterprises. Not only that the instinct
for innovation is lacking in our managers, but also more
sericusly, they do not appreciate the rcle of innovation
ir successiul business. Unfortunately, our managerial
thirxing is often shapfed by anti-innovation attitudes which
are rerraps derived mostly from the underdeveloped society.
anagement t+aining and development ha= a rcle tc play
ir chancing attitudes and cultivating innovation-orientation.
Thuc, tnhnere is a third reason for considering basic preparation

of managjgers on a long-term basis.

Cn the same token, there are a host of other characteris-
tics of managing which have to be cultivated in the Sri Lankan
manager. They range from the lack of basic traits such as
productivity orientation/efficiency orientation including
lack of time conciousness, to lack of prudence, system, and
business ethics. Again, these are arcas in which kasic

managerial preparation is required on a long~term basis,

page ... 5
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Lack of experienced managers has alwayvs been a protlem
for many especially for those whe venture into new business.
This should not be considered as a problem of numbers alone,
ie., in qﬁantitative tems. Qualitatively speaking, to what
extent can 2 businessman depend on a sri Lankan manager
with experience? What does manageixal experience in ar.
enterprise in an underdevelecped eccrnomy tell a prespective
emplover? Ir the developed ccuntry, experience is reascrably
raxliable. But in the underdeveloped cne, one's experience
may be a handicap in adjusting tc dvnamic circumstances, o
may be an obstacle tc the growsl ¢ a2 firm., Slort-ters

management traininc has & special rcle tc plav in this case.

Short-run management trainigs is deciralle, inter

alia, for:

- molding college/university graduvates to the needs
of first jor,

- imparting skills required in the chanoge of jobs/
change in jobs,

- imparting knowledge to prevent managerial obsolescence,
and

- upgrading manacerial competence in given areas of
concern.

What is the general outlook for MTED needs cf +he

private sector? A recently concliuded study ¢f smill and

5]

medium scale industry in Sri Lanka concludes that extra-
a

fiym factors are more important tran manager's role in

e e
weelS o

o
.o

brincing about ¢growti tc many firms ip SrioLanka. Fu .
" It seams that most of the managers look a: ccst elcements
in terms of what is paid for materials, labcr, capital Zunds
etc., and pay loss attention to the element: of cost

involved in the behavioural aspects of organizaticr”,

1. G.M.Il.Wijewardene, The Growth Pattarns of Small and
Madium Scale Induntries in 5r1 Lanka, FPaculty ol Manage-
ment Studies and Commerce, Univeraity of Sri Jauewardone-
pura, (1982), Unpuklishcd Docteral Theain, PP, 228,29
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W-at are the specifics c¢f MT&D neecds in tie promction
ci private sector? Consultations witl employer representa-
tives and 12 marnagers from private industry and {elated
activities who are studying for INBA degree at the University
of Sri Javewardenepura, some understanding was possible
about the direction of MT&D needs ani & classificaticn

there of as folliows:

(i) Areas ¢ !7T3D Reouirins Short ang Lenc Ruln

Congideratior

Areas of MTLD Len:ii of MTGD
Shorz ruv- (1), Long run (2)

Piret grocrieys Secend zmricrity

Production Management: 1, 2 2
Operations management,
Materials management

Frcjects lanagement: 1, 2 2

Preparation, evaluation

imrlementation, & control

Marketing: Markeuing 1, 2 2
mar.acement, internacional

mariiezing, market research

Administraticn & Policy 2 b
Human relations and personmel

ranajement < -
Management fcr bankers i 2
Business communiicacions, &

date processing 1, 2 2
Financial markets 1, 2 2
Intcernational trade and

investment 1, 2 2

page ... 7



(ii) Level/tvpe of IMP&D Needed

Short-run (1) Long-run (2)

First pricrite Second priority
Tor management 1 2
Middle managenmernt =, 2 hed
Lower/sucpervisery Ngt. 1 2

(iii) Manacement Suppert Services

(a) Researcr ani infcrnceicn service with
respect tc the Sri Lanka capital market

(b) Business informaticr service catering to
the needs of private enterrrise

(c) Management consultins services for pribate
enterprises

It is also felt that the private enterrrise managers
and owners need tc be educated tc be able tc uvnderstand and

arpreciate the rcle cf MTed , arc enccuracge trem to plan
ahead Zcr MT&D requiremenzs 27 ti < fipm,

e



.3. FARAGENMENT TRAINING INSTITUTES
This section describes the objectives, functions and
history of the principal management training institutes which

nave a relation to the private sector in Sri Lanka.

) Centres for Higher Learning and Develorment

(a) Faculty cf Management Studies and Commerce,
University of Sri Jayewardenepvura.

Management educatiorn is provided at both undergraduate
anc postgraduvate levels in Sri Lanka only at the University
cf Sri Jayewardenepura. Other univdrsities have refrained
from deept involvement in management education primarily
because the Sri Jayewardenepura (formerly known as Vidyodaya
University ) has been the centre for management education
for over 2 decades, and because the other universities could
not attract adeguate stafi in the fields.

Undergraduate studies in business administration was
started at the university of Srxi Jayewardenepura in 196C.
In 1872 the University estaklished a separate Faculty for
Management and Commerce to become the only university faculty
in tris discipline even today. The Faculty is comprised of

three derarcments and a peostgraduate division.

Its oLijectives are tc promote management education,

research, and practice in Sri Lanka at all levels of organi=-

zation,

Principal Funciions ancé Programmes of Activity:

(a) degree programmes at bachelor's level.
Four degree programmes each running for 4 years are
conducted at a time. They are:
- Zusiness Administration (B.Sc.)
- Estate Management and Valuation (B.Sc.)
- Commerce (B.Com.)
- Public Administration (B.Sc.)

(b) degree programmes at master's level.
Two degree programmes each running for 2k years
are conducted at a time. They are:

)



- Public Administraticr (MPA)

fc) training: 1Its facul:iy (permarent stafif is over
36 members) constantly participate as resource personnel/
trainers in short-term training programmes organized by
industry. Especially, the feoreigrn prcfesscrs attached te
the faculty have become important resource personnel to

the concerned industry in recent years.

(d) Bothg undergradvate and peostcrazdiate stuvdents
engage themselves in research projects leadingf to research
papers/dissertations/theses where a large number of topics
are chosen from/in relation to private secter orgcanizations,

c: projects.

(b) University of Colombo

The university of Colombo, which claims its ancestry
to the first university set up in Sri Lanka in 1942,
operates independently since 1978. 1Its okjectives in the
area of management are: '

" - to enhance the quality of managers, executives,
and administrators already ir service, and

- to introduce these personnel tc modern theories
and practice of management and administration."

Principal Functions and Programmes of Activity:

The university conducts an Executive Diploma in
fublic Administration/Business Administration. This is
an extension course started in 1981 for managers in both
government and business. At present, it doeps not have
2 special institution to run this programme of studies.
It is managed by an advisory committee set up in the Faculty
¢ Arts, and lectures are conducted by drawing personnel
from outside organizations. It is a part-time course
vhose duration is 12 montﬁs ( 30 weeks).

page ... 10
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Oper, Universityv of sri Larka

Set up under the Universities Act No.l6€6 of 1978, the
Oper University has been in operation from 1981, It prepares
its own courses and offers its own degrees, diplomas, and
certificates. Perscns aged 1€ and cyer can ptrsue ccurses
leading to abecve qualifications mainly in their own time
ans i their own hicm 5.2

Activities in the area of maragement have not vet been
fully developed and Eherefore, opjectives are not clearly

set,.

Principal Functicns anc Progremmes of Activity:

lianagement education and training is a declared function
ci the Open university. But it has not yet teen able tc
draw personnel tc wrk on a programme of activity. However,
it has been able tc launck preliminary work leading to
the conducting of a certificate course in Entrepreneurship.

(ii) Professional Institutes

countantes ¢f 35ri Lanks

<

a”

o
9]

mre Insticute of Charte

T™e Institute has beer in oreration since 1960. It was
established by the Parliament, bv the Institute of Chartered
Accountants' Act Nc. 23 ¢f 125¢, The primary object of the
institute is regulatinc and contrclling the profession of

accountants anc auditeors in Sri Lanka.
Principal Functions and Programmes cI Activity:

The Zunctions as implied in the oriciral Act and subsequent
laws enacted by Parliament include conductinc courses,
examinations, and supervising training leading to professional
qualifications in accounting and auditing, and promoting
education, training and development oI persons in accounting
and relatec sutject:.3

(a) Courses and supervision of training in the following
levels of accounting, leading to Professional Qualification of
Chartered Accountant:

page ... 11



- 1% -

Preliminary level
Licentiate level
Associate level - I
Associate level ~ II

() Course on Business and Financial Administration:
T-is course is designed for the members of the
Institute (Cl.artered Accountants); it aims at
troadening tre perspective of the role of accountant.
Duration is 63 months and conducted by the School of

o= Business.which is a branch of the Institute.

(c) Course on lManagement in Developing Organizations:
A short course vhose duration is 1 to 2 weeks
is designed for accountants in organizations.
Conducted by the School of Business.

(iii) Other Institutec

a. National Institute cf Business Management (NIBNM)

The NIBM wvas established in 1968 as an Agency of the
Industrial Develcpmen: 2oard cf Sri Lanka under the purviewv cf
the Ministry of Industries and in collaboration with the UNDF,
with ILO as the exectting agency. On the lst of Januery 1977
“me irc+itute was inccrperated under the National Institute

cf 3usiness Managemen: Law No. 23 of 1§76.

Among its objectives are:
- develormert <7 managers and supervisory staZf
of industrial an<d commercial undertakings bcth
in the publi: and private sector; and training and
educating workers for creative participaticn in

management,

2. For further details, see General Information, Part One,
The Open University of Srl Lanka.
3. For further details, see, the Institute of Chartered

Accountants (Amemcment) Law No.34 of 1975,and Student
Guide, Institute ¢f Chartevred Accountants of Sri Lanka,

ppo 1—4-
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- provision of apecialist services in mmnagement
to government and private organizations in estab-
lishing performance standards, improving producti-
vity, etc.,

- undertaking research and gathering data on aspects
o management ancd relevant socic econcmic phei.omena,

and,
- providing management informa<tior services tc outsice
organizations and training perscnnel in computer

programming

®rincipal Functions and Programmes of Activity:

Training services are directed to management and
stpervisory training. Priority is given tc integrated
ir-house training. Programmes are on a wide range of
“cpics and are for clerical, supervisory, junior, middle,
and senior management. Most proarammes are for 1 week
or occasionally 2 to 3 days. The longer programmes are
£:ploma in Business Management, Diploma in Industrial Engine
eering, Diploma in Marketing, Diploma in Personnel

t.anagement, and Diploma in-Administration & Company
Szcretarvship. The duration range from ¢ menths to one year.

The NIBM undertakes research projects mostly in
government owned corporations at the present time. It
renders an extensive consultancy service tc both public
and private organizations which has become a major source

¢f income to the institute in recent vears.

b. National Institute of Plantation Management

Established in 1972 to provide training facilities
and programmes for all categories of employees working in
plantations in the public and private sectors: to provide
diploma courses in asaociation with the Tex, Rubber Researcir
ané Cocomut Reesarch Institutes and other related instituvtes:
tc sponsor and hold seminars, workshopsZ and conferences
and publish in connection with plantation management and



development; and to carry out research into plantation

management and lakor relations. The managing agency
of the institute is the Ministry of Plantation Industries

Principal Functions and Programmes of Activity:

The functions of the Institute revolve around trainin<
and development of various categories of personnel involved
in the plantaticns: superintendents, assistant superinterdents,
factory officers, field officers, and office personnel.

It has been able to put up twc issues of its own journal
which caters the plantaticn emplovees ir particula:.

The institute hes cconducted sc Zar three correspondent
courses each running for one year. The courses were in
accounting, book-keeping, and management of'life stocks.
Among the series of seminars organized is one on quality
control for top managers of plantation cstates. The majority
of plantations are now owned and managed Dy the state.



5. SURVEY AND ASSESSMENT OF IIFUTS IITXC HANAGE!'EXNT
TRAINING ACTIVITY

The capacity of MT&D depends largely on the rescurce
inputs of the training institutes. 1Ir this section, therefore,
an assessment is made of the four types cI resources:
trainers/rescurce personnel availakle fcr <raining and develop-
ment: lizra:~ facilities:; phyeical facilaties:; ancé Iinance.

(i) Trainers/rescurce pe:scnnel availatle for MT&D bv

the institutes

An acccunt of the trainers/resc.rce perscnnel availalkleé
for 19€2/£3 2t the %raining¢ instituvtiece is giver in Table 1,
The personnel are categorized intc permanent and visiting
staff(local and foreiyn), and an attempt is alsc made where
possible, to associate them with the programmes ci activity.

The assessment cf strengths cf personnel of each institute
on a comparable basis is difficult due tc many reasons.
The difficulties include (a) variation of qualifications and
experience, (b)variation of time devoted to training vs.
cther activities of +he institutez, () invelvemert of
visiting staff whose time devcted to %raining is variable,
(d) variation in the type of traininc ac:tavity involved,
and some more. Therefore, a quantitative assca2ssment falls

short of anv useful purposc.

To be realistic, assessment of :raining/resource personnel
must be made in conjunction with the trainin:T programmes
discussed in the previous sectior and the ne:t section.
However, a few words about the role of stafl in each
institute shall throw some light o this manpowaer aspect of

the total inputs into management <raining.

The university of Sri Jayewardenepura permanent stafl
is engaged primarily in educational and training activities
related to its dogree programmes. The Postgraduate Division
of tho Faculty of Management Studies and Commmrce employs a
significant number of foreign professcrs who come to the faculty

page ... 15
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as par: ¢l twc lirJ. programmes wi¢* iriversities in Canacs
and Belgium. Under the canadian lin) preoject. three
professors come every year ( until end of 1984), each for
a period of 4 monihs. similarly, the & prcfessors Irom
Belgium come for a pericd of 6-8 weeks. They engage
themselves in teaching for MBA students, research, and
conduéting seminars/workshops tc private sector managers.
Tnternal staff include 4 PL.D.s ané 13 master's degrees in
managemert and/cT allied sutjects. Six staff members are

studving for higher degrees akroad.

staff at the Colombo University programme in management
is basically drawn from local prcfessicnals in government and
business orcanisations tc cenduct lectures in the evenings.
Staff at the Open University is comprisec cf lesson writers
who undartake assiguments on a fee basis to run correspondence
courses. The Institute of Chartered Accountants has designed
its managemont course nnd prcfessicnal accountants courses
by relying upon again the visiting staff. The NIBM on the
contrary has a large internal staff mcst of whom have
acquired professional qualifications in addition to their
‘basic degrees. The NIPM is a young institute which highly
depends upor visiting staff chosen from various organizations
to meet its needs in conducting courses in practical
accounting etc. and ad-hoc seminars ‘or superintendents and

other managers oI plartaticrn crops.

(ii) Librarv Facilities

The library facilities availakle at the institutes vary
in terms of volumes of pooks/journals ani accaess to chem.
Acceas is primarily oaly for the members/students/participants
of the institutes concerned. The degree aof access also
varies according to the type of student/participant in
programmes. An account of the library books and journals
is given in Table 2.

page ... 16



Takle 2 - Volumes of Books/Journals
Availatle in Litrariers cf
the Training Institutes

Institute - ¥ec. ¢f Volumes
University cf Sri Javewardenepurs £.000
University of Colembe 60C
Open University 228
Institute of Chartered Accountants 2,680

National Institute of Business lMarzzementlC,00C
National Institute of Plantaticn
management 11z

Total 21,€12

From the above table it is clear that the total number
of volumes available is 20,000. The volumes listed under
the University of Sri Jayewardenepura include management
and related subjects as well. 1In the case cT Celenisc
University the volumes listed are mainly those wiicr are
made available to “he students in tre Diplor:z [rveogramne,
and received tv way of dcnations frer the Asi: Trurdiziicen.

(iii) Physical Facilties

The physical facilities considerec here include:
room facility for lectures, seminares, werkshops: residential
facilities for foreign professora/resource perscnnel, and
trainee- participants; teaching aids: and printinc and
duplicating facility.

The university of Sri Jayewardenepura has its own lecture
room facilities for 1,10C undergraduates, ané 40 rorigraduate
(MEA/MPA) students. It also provides residential ac:ccmmodation
for three foreigners in a separate bungalow located in-campus,
This housing complem includes: twc rooms per persch, Lath-;ooms
attached, air conditioning, and cooking facility.

page ... 17
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Table 1 - Trainers/research or resource personnel available for
training activities of the institutes 1902-13

Institute Programme Duration & Number of staff personnel
T:gt?ﬁcgfon permanent visiting visitiny
local forelgn“
1. Facuvlty of Manage- i. Master of Business
ment Studies & Adininistration(MBA) 2% years 9 8 10 @
Commerce, Unv. of Master of Public English
Sri Jayewardenepura Administration(MPA)

2. Bachelor of:

-Rusiness Admin, 4 years 11 7

(each proq.)
-Estate Mgt. <

valuation Sinhala ? 7 -
-Commerce r Sinhala/Eng./ 1 16 -
~Pullic Admin. Tamil
Sinhala o 5 -
Total 39 13 1o
2. University of Colombo 1l.FExccutive Diploma 12 months 3 n -
in Pubhlic/Rusiness Englisn '

Administration

a. wration of stay vary from 2 to 4 months.

b. Commerce programme is available in Sinhala, English, and Tamil For the‘year 1902,

page ... 19



Table 1 continued.

Institute

Proqramme

Duration &
medium of
instriiction

Humler of staff perscnnel

permanent visiting visiting

local foreign
{ -
- t
3. Open University 1. Certificate in Entrepreneure 2 yeajs 1 13 3
-ship Sinhala
2. Diploma in Hanagement 2 yeraxs - - -
(undry consideration)
. . . ! c a
4. Institute of Chartered 1. Din, in Pusiness & Financial 6% mo1ths - 25 3
Accountants Mbninistiation
2. Chartered Accommtantsa 4 years 2 61 -
Engli=sl,
Sinhala
Total 2 86 3
5. National Institute of 1. Diploma jin? Most]
- . * 1 . . 47 ]J.A. -
Business lanagement - Nusiness Ivt. yeal .
- Industrial Engineering Eng/Sinhala
- nharketing * English
- Personnel Management * Eng/Sinhala
- Administration & Company Eng/sinhala
Secretaryship * English
-~ Computer Systein Design English, 6 months
2. Short courses and
Eng/Sinhala
Seminars/workshops 1 to 2 weeks
nace ., .0



Tahle 1 continuved.

Institute Prograrsn Duration, tumber of staff personnel
Medium < s . za:

pcermnarent viziting visiting
local foreign

. Nat:icnal Incstitute of 1. Three ccrrespon- 1 jyear 3 0 -

. onee s i .
Flantation Management dence ccurses 1n Sinhala
- acccunting &
tookkeeping
T. Cournodteminar Uplo 2 veeks

al.ort-teym

c. Includes guest lecturers as well.
d. Duration ofstay <1 perscn is less than a month,
®* Sesaicns are held on one or two daya per week

page ... 2t
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mhe Faculty alse has a mini-computer, one cverhead precijecter,
and a few other teaching aias.

The University of Colombo uses rooms of the Science
Faculty to.conduct classes in the Diploma--programme. It
doem not have teaching aids and equipment at the present
time.

The Oren University's system of education is
different from the conventional metho2. It proposes tc
conduct classes on a regional basis at a subsequent stage
as a supplement to the method of correspondence. However,
it has received a good collection of teaching aids and
equipment from the UNDP project which will be used immediately
for conducting courses in science.

.. The Institute of Chartered Accountants is located
in a qb@cious building in Colombo 7, where most of the
lectures are held. Some of the classes, however, are
conducted in hired-places elsawhere. Some teaching aids,
duplicating facilities etc. are available.

whe WIBM is ‘also located in a sulti-story building
in Colombo 7 where most of the lectures, seminars, work-
shops are held. It has got modern teaching aids, duplicating
and printing facility, and large: seminar halls adequate to
hoﬁae about 75 people at a time.

The NIPM is located in Colombo 3 in a few room 8 of
a building. It does not have lecture rooms of itw own.
Duplicating and reproduction facilities are avai.able.

(iv) Matboda of Finance

. Univarzitf of Sri Jayewsrdenepurs progremmes in
hanagement at undergraduate level are entirely financed
by government. The current costs of the postgraduate
progmamme are covered by progranme fees charged on parti-
cipant students. Capital expenditures are supposed bo be
met by the government throuah annual budgets.

Managemant education programmes of tha other two
universities mentiu..nd above are run at the expense of
student feoes. Capital expenditures are to be met by

government annual allocations. 21
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o Tastitute ¢f Chartedd Accountants receives ancurt 1/2 cI
ite funds fron government, and the rest is earned Iy var ol
students fees and membership fees etc. The NIZMN's Iinance
come from three major sources: Capital expenditure is
financed mainly by government grants: 50% of the recurrent
costs are earned by traininc prograrme charges; 3C% from
consulting and research work:; anc the remaining 20% Zrom
miscellenecus avenues. The NIP! runs con gevernment Zunds
mainlv. The FAC has contributed USS$40,000 to its capital
budget, and abcut 20% ol recurrent CCsts are earnec v

way of programme fees of students.

5. SURVEY AND ASSESSMENT OF MAMAGEMENT TRAINING AID
RELATED PROGRAMMES

After the survey of inputs into the training programmes
of the institutes, it is appropriate to survey anc assess
how the resources are being utilized for training purposes
by the institutes.

Some preliminary information in this regardé is given

in Table 3.

Programme outputs, measured in temms cf studen<s/
managers trained, are such that the large prouporticn cf
training is concentrated in undergraduate studies at the
university level. A recent government study (unpublished)
shows that on a comparative basis. the cost per student
i~ =-nagement education at university level for the govern-
meuL is about 50% of that of producing an arts graduate,
and 8% of that of producing a science graduatel

At postgraduate level, what can be expected in the
near future is about 30-35 MBAs MPAs. In Canada, in a
developa2d country, universities enrcll as much as 20,000
annually. We are enrolling only 40 this year!

At the level of diploma the annual intake is not more
than 200 per year, in all the institutes in Sri Lanka,
including those outside the universities. The total
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£ little away from the meir ctrearm oF management
edvcation andé training, the Chartered Institute has put out
nealv 1,000 qualified chartered accountants. 1Its activity
in business management is comparatively marginal and recent.

Some strengths of the training programmes are also
to be pointed out. In terms of quality of education and
training, and the professional character and calibre of
participants, the MBA prcgramme at the university of Sxi
Javewardenepura remains far above all other programmes and
training activities undertaken at this time irn Sri Lanka.
The foundation for the programme was laid with the partici-
pation c¢f an American Fulbrichter who spent a full academic
vear with the programme in teacning ccurses and developing
local case studies. The organization oif proc:amme arc
teacthing level and style have been attractive to foreigners
in universities of many countries including Canada, Belgium,
France, and recently some developinc countries.

After c¢raduateiorn, MBAs are expected to cain better
organizational positions in their own organizations or
in other places. In any case, they are expected to give
impetus to maznagerial thinking, and more light to positions

of propulsion in organizatione in Sri Lanka.

A weakness of the programme revclves around the question
of maintaining the quality of programmes without assured
support of foreign universities for some time tc come.

The location of the university which is 7 miles awa; Ifrecw
the commercial capital of Coleomic is ancther cisadvantage

Zor the procramme.

To the contrary, the Colombo University is located in the
heart of the city and thus it is able to draw students as
well as visiting staff. All cther institutes are located
in Colombo proper in suitable locations. The Chartered
Institute is known for its abilitv to secure and maintair
high guality in its programmes. A weakness of this institute
ie the lack of internal staff for education and training

purposes.

QV
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Table 3 - An Acrount of Training Programmes - 1902

Miration  Frequ- No. of

oney courses

Ho. of hrs.
per course

MNo. ofl

Type of sturddent

participants participant

DEIETURA

1, URIVERSITY OF SRI JAYEWAP_

llaster of Rusiness Adminis-

tration (1'BA)

l'aster of Pubhlic
tration (1iPA)

NSc. Rua. Admin.
BSc. Estate Mgt.

BCom. (Spcl)
BSc. Pub. Admin.

Adminis-

(Special)

&Val. (Spcl)

(spcl)

2.COLOMBO UNTVERSITY

Diplcma in Public/Business

Administration

Programmes yet to be launched

3.0PEN UNIVERSITY OF SRI LAREA

4.IUSTITUTE OF CHARTERED

ACCOUHTANTS OF SRI LANKA

Diploma in Business and

Financial Administration

(in a week)

2 years 20
daily
—-lo=- o 20
1 years  -de- 22
-do- ~do- 22
~Jo- -do- 22
-do- ~do- 22
1 year daily 6
6% months 4 6
days

42

42

120
120
120

60

20

30 Middle/top mana- ez
holding unv. depee,
Part-time

12 -~ do -

330 I1igh school student
with commerce/eccn.
accountancy

100 ~d0~

350 -do-

80 Executives in
organizations.
Part-time

60 Accountants,

Graduates with 3 sears
of mgt. experience

continued ....24



Table 3 continued,

Prearame name Dmation Frequency MNo. of No. of No. of Type of stndent/
courses  hrs. per participants PR
course participant
IN3T. OF CEHAPTERED ACCT.
Continued. 20 to
2]
Chartered Accountancy 4 years daily 20 G0 11,446 High school stude
T ramme
preg accountants,
araduates
5. HATIONAL INSTITUTE OF
BUSINESS MANAGEMENT
Diplomas 1 year veek 8 to 30 to 90" Pfactising
6°;onths end 10 40 managers from
public/private
sectors
Short courses/workshops Less than . several —-- — 1593” Managers of
r
2 veeks pe various types
month
€. NATIONAL INSTITUTE OF
PLANTATION I'ANAGEMENT
Correspondence coursas 1 yea: wveekly 6-8 -—- 934 Lovetr/middle

level plantaticn
managers

a. Includes all students registered for year 1922 at all the fcour levels of
study:Preliminary = 7,132; Licentiate 3,864: Apsdciate level I, & II = 450

* Data for year 10R1,



< TTOTLENR OF AUAGENIVT T0ERIVINE IV RILATICY ¢

PRIVATE ENTERPRISE

The management training institutes in Sri Lanka are
not primarily designed for the purpose of meeting private
sector needs. These institutes were developed by the
successive governmernts after independer.ce in 1648, irn
order to deal with the needs cf the growving public
sectcr xmmmx., Hcwever, these institutes vere entaged
in certain activities related tc the private sectcr for
many vears. During the past Iive yearg, tie instituticnal
tendency toward the private sectcr is quite visille.
Suppor: of the private sectcr tc rromcte trairning
by other institutes ie= alsc impc:uant in exzlai~ing
the extent of relations between tiie twc sidec.

The private segtor, as usual in underdaveloped countries
and some times even in the developed countries for that
matter, does not plan training requirements in such a
manner that the training institutes can estaklish a
continous link with the enterprises. Private {irms
do not alwaya value the input of training as much as they
should, and seem to lack high confidence in the training
institutes' capabilities to corntribute to enterprise
promotion. VWwhile there are reasons Zor the private
sectcr to isolate itself from ¢hc traininc institutes,
there are cood roasons to recocrize tie impcrtance of

communication between the two parties.

Communication is lacking not only between the traininc
institutes ancd private sectcr, tut alsc amont the “raining
institutes themselves. Competitive mind, jealoucias of each
other, and institutional preoccupution do not certainly
encourage institutional collaboration. The fact that
each can benefit from each other, and render a better
service to the buziness iz yet tc be sold, specially tc
those who run our institutes,

page ... 25
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mraining, Yy itself, is a skill. It is a skill wrich
hat to be developed continously. As much as the knowledre
in management, teaching and training methods too are stpject
to change. Exposure and upgrading of skills by the trainers. .
is vary rére, mer" be due to lack of opportunities Ior them
tc imprcve themselves. This is one oI the reasons for
no: been alle to fully uviilize some of the teachin¢ aids
availalzle at certain institutes.

Every institve cemplains cf the iradequacy of prisical

a
facilities availarle for classrocms etc. Inadequaciez are

strongly felt in tie prbvision oI housing accommo Gziion
for the foreign professors who ccme to the instituuzr.

m-e institutes canro+ Jind adequate Funds tc £ind “ctel
accommodation for the foreign visitors. The university

of Sri Jayewardenepura is the only institute which (las some
facility for visiting foreigners. The visitors would

like to be closer to the institutes concerned, and looked
after personail: wher. they are on shcri-term assignients.
Interaction between the local staff and the visitors

become 1less than optimal and more problamatic when the

visitors are awvay and involvemen:t is difficult.

Traininc programmes almest exclusively utilize cr
depend rather, on foreign material which do not necessaril:
mee:t the local trzining needs all the time. Lack of local
research and concerted effort at building up a body ¢ local

literature seem tc account fcr this gag.

The continui4y in 4rainirg is wvital for success cf
training. Training is not planned'cr eitner side: supply
or demand. Some infrastructural development in othe:
countries which have seemingly found indirect solutions
to such situations are the developed business commurication
systems by which firmm can feel togethermess, sharing of
information, and pooling of funds for traininc and development
programmes. Followup activities in training seem tc fall
out side of the scope of responsibility, at least as it loolks

today, o7 any institutes providing training.
...26
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viilization of scarce resovrces tc mee:t oljectives means
management than economics. t is unfortunate that the mana=-
gement training institutes dc not consider the best utilisa-
tion of their resources within a wider Iramework involvin:z

mere than 2 single institute.
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Tac.. Trairin; inst
thar kv competitien while Qeing a better service tc the
industry. A strategy that would seem atiracuive tc all tue
~rzining institutes, at leas: :tlecretically, is tc design
resouvrce utilization on the Za.ls € e
Gepsndence rather thar indeperizrcc. Inlejénience g
rlanning, economy, and promotes duplicatior anc vaste.

-t

It may be useiul for the institutes tc have a common
understanding as tc the major areas of training activitl
that each should be mainly responcirle. Higher learning,

education, lon run educaticn and training car e mesily

the responsibility of universities. Non-university institutes

may cater tc specific and short-run needs of management

of the private sector. Institviions car ccllahorate, hovever,

ir. the conduct of these proframmes. It mz'' come in the
form of sharing/exchanging trainesrs, lilra:ry Zacilities Zor
~rainees, and phicical Zacilities svc A ~ecwure/seTirzr
rooms. Traininc pregrammes cer e Jarlied e

joirntly by a number ol instituv.er. <Inetitviec can specizlly
coomerate in forming teams to stuly comTLr rrcilems, ccneule-

- - = L3R )
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tancy reguirementi, an
as to conduc*t in~house trainirn; and develepment in tre
private enterprise itself.

While the university of Sri Javewardenepura (alreacy

having housing accommodation Zor foreigm visitors which

is reat Tree facilit:) can be the centre fcr Zcreicrn perscnnel

the 1IBI. can be the main venue fcr training at high level
and shor: duraticn (where phijsical facilities are availalle
for seminars). The role of the NIBEM ip this regard. can also

be expected from the Chartered Institute. AlYl the institutes

have stazZ interestod and capable of forming into teams

for research, consultancy, and in-house training.

i

Best Availabls Docurc
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.. Procraaminc and hesource 1'ges

In the context of rational programming by the training
{institutes for maximal utilizaticn of resources, the following

needs are felt::

1. Training depends largel: or the quality of trainers.

les cnly the traininc Icr managers tut also, the
training of trainers is reguired ir the centext of
¢vi Lanka. 1In censiderinc the areas of training
vrich the private sector feels most inadequate,
i+ seems desirable tc strenc+then the trainirg
staffs ¢f the institute:r. F<reing prciesscrs,
resource personnel or tech!i:cal assistance will
be highly useful ip the Zcllowing areas:
Production Manajement
Frcjects Maragerment

Marketinc
Business commurications

Data processing/ computer science
Tradd and Investmant

serscnnel car e hcused rrimarily in association
wis» the MPA orogramme at Sri Jayewardenepura.

2. Lizrar, Lccks ané jourrils in lManacement , and
Enclish are reguired mzirl. for the universities and the

charteres Inmstitute., E3uczation of Englisk language

is vital for managemert training.

3. The universities require teaching aids. These
include: taped programmes tc be used with the
mini-computers: mini-ccmputers for trainers use;
Word-processors; duplicazing machines: Electric
type writers; Filing cakinets: magi-boards and
£f1iy charts. lone cf those things is available

for use in management training in the universities.

4. Funding for research, ccrmmunication and information
gservices is another area requiring the attention

ees 28
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¢’ the training institutes. One institute like
the Chartered Accountants, where there is a research
and training division can promote a research fund
which can be used by teams undertaking research in
areas relevant to private enterprise.

The private sector needs upto date business performance
infcrmaticn, and information on product markets,
financial and capital markets, and training programmes
etc. A service in the form cf a veekly publication
vseful for Lusiness can be rendered by an Institute
suct as the NIBM where there is printing facilities

are availadble to some extent. Further needs are to

be studied. The institutes mus- wirk out a common
programme for the purposes outlined above.

Foreign visitors to Sri Lanka need housing accommodation,
As an alternative to private housing and hotel accommoda-
tion which are expensive it may be desirable to |
promote housing facilities at the training institutes,,

.where possihle. FPor example, the housing facility

available for foreigners at the university of Sri Jaye~
wardenepura, where two rooms are already air condi tioned,
will need further air conditioning of more rooms, -
further equipmert fcr hot water supply, and better )
and enlarged facility for storing foods. The university
can slire other expenses or up~-crading the house,

in addition to its bearing of funning costa,‘aﬁd rent.

LA X2
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APPENDIX I

MANAGEMENT TRAINING INSTITUTES SURVEYED

Faculty of Management Studies and COhmerce,
University of Sri Jayewardenepura, Nugegoda

University of Colembo
The Open University of Sri Lanka
The Institute cf Chartered Accountants of Sri Lanka

National Institute of Business Management
National Institute of Plauntation Management

Emplovers' Representative Organizations Consulted

The Ceylon National Chamber of Industries
Greater Colombo Economic Commission
Hattor. National 3ank

Bank of Ceylon



ANNEX I

POTENTIAL PRE-FEASIBILITY STUDIES AND INDUSTRIAL PROFILES

{Source .Nathan Report)

FRODUCTS

Mangoes/Avocados (fresh, canned, Jarred)
Tuna (including shore processing facilities)
Fresh water prawns

Vegetables (canned, ‘jarred, frozen)

0il seeds for-export and oil-cake for domestic
poultry, fish farming and deiry industry

Cut flowers

Gem stones - Jewelery design
Graphite exploitation
Pigments. and paints

Titanium

Soya beans, and bean processing
Glass plant - Jars, sheets
Ceremicware

Filled milk

Spice packaging

Rubber products (sports equipment, household,
and industrial items)

Instant tea production and other tea products
Boats (fibre glass) for export 10-L45 ft,
Broiler - chicken operation

Fishing nets f>r export

'Eatimated ) No, of
Investment Studies/
Potential Protiles
2 -5 5 -« 10
10 - 15 1
2-3 5 =10
5 - 10 5 =10

open ended 10 - 15

D 3-5

1.5 3-5

open ended l1-2
2-73 5

open ended l-2

2-5 ’
1.5=-3 l1-3
5 1
S 1

relatively small -

open ended 5 - 10

2 -3 5
2-3 2l
3-10 l-3
2 1
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PRODUCTS

Leather goods
Coir products
Soap
Toothpaste and pharmaceuticals
Cocoa & Chocolate
# Agricultural machinery components
Ship container production
Alcohol
" .. Industrial/Beverage
Ship building and repair
Furniture (office and home)
Bicycle and motorcycles
Electronic
Electric appliances
Fruit (fresh, frozen, canned & juices)
¢ Paper recycling
Plumbing supplies and equipment
¢ Handicrafts
Masks
Batiks
Wood carvings
Rings
Baskets
Handloom items
Wicker/cane
Pottery
Filigree Jewelery

TOTALS

* Statements involved in Nathan Report,

Estimated
Investment
Potential

l-2

5

.5

2-3

2 -5

2=-5

%)

l1-3
3-~-12

S -2
l1-10
open-ended
open ended
5 =10

1= 10
3=-5
l-13

' 5907 - 13307

No, of
Studiesa/
Profiles

5«10

5 =10

96 - 160

VT



ANNEX J

OTHER DONOR ASSISTANCE FOR PRIVATE ENTERPRISE/INDUSTRY
o (Since 1977)

A. To Develbpﬁent Finance Corp. of Ceylon (DFCC) (Private):

1. ADB loan of $5,000,000, January 17, 1977 (288 SRI(SF))

To make loans to private enterprise in industrial, agro-related
and small scale industries. For foreign exchange only. All funds are
committed. Grant of $75,0C0 for technicel asusistance to DFCC alazo at the

same time.

2. ADB second loan of $10,000,000, August 1, 1980 (451 SRI(SF))

To make loans or share investments for private {ndustrial and
tourism-related enterprises, Also for tr ining abroad for DFCC staff
(30 p.m.) and consulting services ($200,0u0 of loan for these purposes),
For foreign exchange only. $6.Q million comzitted.

3. IFC equity in DFCC $120,000, 1578 (L9l CE)
4. IBRD louan of $20,000,000 under negotlation

To be shared with NDB to finance large public and private ente:prises,
Loan agreement nat yet slgned,

B. To Natioanl Developzent Bank of Sri Lanka (NDB)(GSL owned)

5. IDA loan of $16,0€0,200, Cetober 24, 1672 (Credir 942-CZ)

Firat Szall and Medius Industries (5M1) loan., Used by NDB to
refinance loans made by participating credi: {natitutious. L million
to be used for training, TA, consulting serviceu and related activities,
$12 miilion for refinancing.

-~y

6. IDA loun of $30,000,003, February ©, 1782 (Crediv 1182-CE)

Second SMT loan. 7 =illien for TA and marketing services; $28
million for relending., Inilustrial Development YFoard o establish IMI consule

A

tancy fuid,  For both foreldn rxchange and lcoal conts,
DT LN /BT B0 1D IS0 b B

" .o e ‘
T. ALD loan of 913.\‘(1\).4'\10. Jul_,‘ “ly ) SR

For loans by HDB o public and private nectora. 1,000,000 for foreign

i

exchange coats of ccnsultants Lo preparae subsector atudicea.

IBRD loan dobcribed under 4 above also i{ncludes HDU,

ve!
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C. To others
8. IFC credi: of $2,000,000, May .,78 (L17-CE)
To Bank of Ceylon for relending to small and larger enterprises.
9. IFC credit of $5,000,000, July 1981
To Bank of Ceylon for same purpose as 8 above,
10. IFC equity investment of $288,460, 1980 (SIT;CE)
To Lanka Orient Leasing Co,
11, IFC equity/loan of $3,000,000, December 1980
To Cyntex textile company
12, IFC loan of -$1,000,000, 1979

To Mike Chris Group of Companies

TOTAL ADB $25,000,000
IBRD (IDA & IFC) 77,408,000
$102,408,000




