


PROJECT AUTHORIZATION 

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

1. Pursuant to Sections 103 and 106 of the Foreign Assistance
 
Act of 1961, as amended, I hereby authorize the Private Enterprise

Promotion Project for Sri Lanka (the "Cooperating Country")

involving planned obligations of uot to exceed One Million United
 
States Dollars ( 1,000,000) 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 exchange and local currency costn for
 
the project. The planned life of the project ',s 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 comparative 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. Interest Rate and Term.. of Repayment.
 

The Cooperating Country shail repay the Loan to A.I.D.
 
in United States Dollars within forty (40) years from the date
 
of first disbursement under the Loan, includng a 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 from the date
 
of first disbursement under the Loan at the rate of (a) 
two percent (2%) per annum during the first ten (10) 7ears, 
and (b) three percent (3%) per annum thereafter, on the 
outstanding disbursed balance of the Loan and on any due and 
unpaid interest accrued thereon.
 

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

Ccmmdities finenced 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 Coopei'ating

Country when loan financed, except as A.I.D. may otherwise agree
in writing. Except for ocean shippinn, the suppliers of com­
modities or services shall have the Cooperating Country or 
countries included in Code 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 UL..L3d States of America when
 
grant financed, and on flag vessels of the United States of
 
America, or the Cooperating Country when loan financed. 

Signatur. rmw . ;;ea 
Charles W. Greenlea
 
Assistant Administrator
 
Bureau for Ahia
 

Date
 

Clearances: Date Initial
 

Herbert E. Morris, GC/Asia I1 Ii)
G. R. Van Raalte, Asia/PD ZY_44_4i 
Larry Smucker, Asia/DP - /. , 
John Gunning, Asia/PNS 
Robert F. Ichord, Asia/TR
Howard R. Sharlach, Asia/FD
Dennis Wendel, Ajia/PD E- -Xv 
Andrea Mon, PRE/PPXR V/ . 
John Van Der Veen, PPC/FDPR (o4= 
Edgar C. Harrell, AA/PRE, 

GC/Aia: fisa:hp:6/l/83 
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ACRONYMS
 

ADB - The Asian Development Bank.
 

APAC - Asia (Bureau) Pro3ect Approval Oummittee. 

FIAC - Foreign Invesme-nt Advisory Oumittee. Reviews and approves
foreign investmant proposals, including incentives, for projects
to be located outside the investment promotion zones (free
trade zones). May produce for domestic and/or %xport
markets. Encourages irajority ownership by Sri Lankans. Staff
work provided by IECD, but members fran other GSL agencies also. 

GCEC - Greater Colcmbo Economic Comission. Reviews and approves
foreign investment prcposals, including incentives, for projects
to be located in investment promotion zones. Plants must
produce for export only. May be 100% foreign owned. 

GTDP - Gross Domestic Product. 

GSL - The Government of the Democratic Socialist Republic of 
Sri Lankla. 

IBRD - International Bank for Reconstruction and Developaent
 
(The World Bank).
 

ICOR - Incremental Capital Output Ratio. 

IECD - International Econanic Cooperation Division, Ministry

of Finance and Planning. Also functions as FIAC staff and
 
is GSL designated party to manage this project.
 

I0C - Indefinite Quantitics Contract. An existing AID contracting
mechi 'ism to secure timely short term technical assistance. 

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

LIAC - Local Investment Advisory Camttee. Reviews/approves Sri 
Lankan investment projects where no foreign partner is 
participating. 

PSC - A Personal Services Contract with an individual instead of a 
firm. 
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SRI LANKA 	 Private Lnterrise Frr!oticn (P.hase 1)
 
Project ,o. 3L3-%01;2
 
Loan %o. 3&3-T-030
 

1. Pursuant to Sections 1.03 and 1U6 of the i'oreiqn Assistance Act 
of 1961, as amended, I hereby authorize the Private Enterprise

Promotion Project (Phase I) ("The Project") for Sri Lanka (the
"Cooperating Country") involving plenned obligations of not to 
exceed one million dollars ($1,WO0,J00) in loan funds and three 
million dollars ($3,000,000) in grant' funds over a one year perio6
fran 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 ex-hanqe and local currency costs for the 
Project. The planned life of the project is five years frcn 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 
Sri Lanka, particularly in the sectors of the economy of interest 
to A.I.D., using those key resources where ccg.,arative advantage
exists. un Investor Service Center will be established, existing 
management training and entrepren3ur developrant programs will be, 
expanded and upgraded, pre-feasibility studies prepared for use in 
mobilizing private resources for investnwents, specific investment 
cpportunities pranoted, and selected sector support activities 
emanating from the Sector AssessueDt will be supported. 

3. The Project Agreement, wtich ,nay be negotiated and executed by 
the officer to whom such authority isdelegated in accordance with
 
A.I.D. regulations and Delejations of Authority, shall be subject 
to the following essentlal terms andcirajor conditions, together
with mch other terms and conditions as A.I.D. may deen 
appropriate. 

4. a. Interest Rate and Terms of Repayment: The Cooerating 
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, includirg a grace period of not to exceed ten (10) years.
The Cooperatinj Country shall pay to A.I.D. in Urited States 
dollars interest from the date of first disbursemnent under the Loan 
at the rate of (a) two percent (2%) per annum durig the first ten 
(10) years, aid (b)three percent (3%) per annum thereafter, on the 
outstanding disbursed balance cf the Loan and on any daie and unpaid 
interest accrued thereon. 

b. Source and Origin of Goods and Services: Except as A.I.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 America and the 



Cooperating Country when grant firianc:-- aij- in countries incluxed 
in A.I.D. Geographic Co-ie 941 and the Coc;erating Cruntry then loan 
financed. Ocean shipping finance6 by A.I.D. under the Project
shall, except as A.I.D. na other,-:ise agree in writin?, be 
financed, on flag vessels of the United States of Afrerica %ben 
grant financed, and on flag vessels 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:
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A. Becornnendat ionr 

Grant: 	 $3,000,000 life oC project to Le oblioated 
in FY 83. 

Loan: 	 $1,000,000 life of project to be obligated 
in PY 83. 

Loan Terms: 2% interest during grace period and 3%
 
thereafter. 40 year repayment period, 
inclLding 10 'par grace period. 

B. Summary D"crintion 

1. Why 	 the project is needed 

The cononic strategy of the Governvent of Sri Lankz (GSL)
continues to be based on the policy q3ckage introduced in 1977. 
This policy package was designed to rove the economy away fron a 
long period of rigid governitent controls to one in which market 

substantial 

forces and the private sector would 
GSL believes that a vigorous private 
the goals of increasing exports, 

play an increasing role. 
sector is necessary to 

employment, efficiency, 

The 
ueet" 

and 
output. Public investment i. e.sential infrastructure and 
expansJon of the production base is, therefore, seen as 
complemertary to the efforts of the private.-sector. 

The ecoomy has responded strongly to the policy reforms and 
progress has been made on most fronts. The private 

sector has revived and its vitality is evident. While GSL policies
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 economy now faces
 
serious problens caused both by its internal rapid growth and the
 
international economic situation. The ost serious problein,
include: (a) the ecc, omy 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 qovernmrent
debt reflecting, in part, ambitious public s ctor investments in 
the large scale irrigation and hydro-electric power projects and 
housing prograins. 

The economic policy of the CGvernient of Sri Lanka is directed 
toward job czeatic. through, in part, an increase in exports and a 
shift in investment from the public to the private productive 
sectors, with an emphasis on using indigenous resources to produce 
export goods. 

Wdle the private sector has demonstrated substantial groth 
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)a- ruVieW03d-XamiAn earlier .e;ii6 oft iprojo-tPaper (PPY,-a 
ap; roved 'by APAC &n Septomber' 19S'2. Obj~tions frorn the iioua 
Aprogriations '3ub-onitee postpnonid autiorizatio'n in FY 12, 

PPhahen .nedto reflect concerns axlrM, d ini C i i~u 
LTnM is letter, rthe visit to Colb k' his sWaf -',irect=r 'Ed Po-ers 

n~'~29~lcto)4rin~ October 1982 aW. AID/M' %u':cI3 
1982. Changas includ~e (1) financing the sector, ausess~nt isth 
P~rxS funds. before this PP is approvao (2) placing' wire eaiphasis' on 
tanagsnst training# (3) ,mking. the investors service center an, 
early output of the project, and (4) including export proiwtion as 
an area for which assistance Imy be provided. 

2. h1at the rletI 

Private Enterprise ftatotion Project (PEPP) will help 
inr~ease private 'investments, domestic and foreign, in Sri LankA by/% 
assisting the GSL and the private sector* in five areass 

IaThe 

a. Investors Service Center CISC): The center will function as 
the hub. for supporting the expansion of' the private sector. Itwill 
potentially play'& key irole not only inimplenting the important project 
cocmponents listed 'below but will also form a bridge between both the pub­
lic policy'and regulatory entities (FIAC, OCZC, etc.) and theprivate 
sector' (Chambers of Coumerc, etc.). The ISCl as aaservice oriented 
entity will provide "one stop shopping" for local and foreign investors 
seeking information and/or assistance inpursuing investment opportunities. 
Itwill actively assist with the preparation of pro-feasibility studies 
and investment profiles anid act as an "honest broker" inbringing interested 
investors together. The 18C will provide support for the U.S./Sri Lankan 
Joint Agricultural Consultative CoMittes activities. 

The ISC is planned as a self-supporing independent business 
entitytvith important links to both the public and private sectors. 
The d~tailed plans on how the ZSC will oerate# its financing, its
 
roles, responsibil,'ities adctv ieswllas personnel and
 
services are being discussed thoroughly by the Sri Lankan public and 
private sectors. A complete plan for the establishment of thelISO 
as well as its legal authority will be a condition precedent to 
disb~ursement of project funds. This plan will also establish firm 
targets for the center's financial self-sufficiency.a 

*The private sector, as used in the Ppo isL the non-OSL,owned compani 
and firms engaS6.d in manufacuringo,sgro-business and.other private, 
sector business endeavors., It includes foreign privately owned. a 

companies'engaged in business, 'but does not include individual'.. 
farmers or farm co-cpa. 1 
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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 their specialized training

requirements. Management courses, curricula, training materials,
etc., 
will be expanded and updated at specific training institutes:
the Management Trainers Development Program (training of trainers)
at the lnstitute of Chartered Accountants; the entrepreneur efforts
of the Sri Lanka Chamber of Small Industries; 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-7ihe the investment opportunities and provI-e
detailed analyses of particular investment areas 
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 participate wherever possible in
the studies either by identification and selection of the areas or
subsector; to be Ptudied, 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 inventor 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 oppqrtunities where the
cost of a full pre-fensibility study would not be justified. 
 It is
expected that at leanft 
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. Success of the project depends 
on the extent to which
the promotion efforts 
succeed in involving the pre-feasibility

studies and profiles. The promotion missions will also do trade
(export) promotional work, specialized consulting and marketing

nervicen in key resource areas, 
and participate in investment trade
fair; which augmunt the on-going activities of the FIAC and GCEC.
 

e. 
Selected Sector Support: The sector assessment may

identify subjects Tor additional or more detailed analysis.
example might be 

An

detailed review of the rural financial markets.
It might also identify for project financing other actitivies, not
otherwise covered In this P1 
which would substantially contribute


toward obtaining the project s objectives. Support might also be
 
provided to local International Executive Service Corps nctivities
if IESC should submit a proposal, acceptable to GSL and USAID, which

is consistent with the project's objectives and purpose.
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S~ncc it may be closte to on. yeaj bc.fore the host country
 
contract is executed, USAII may provide bulore the contract is
 
let consultants (U.S. and Siri Lankans) under IQC, 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 p.recisely.
 
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 increa3ed employment,
 
productivity and income will be distributed to thr rural agricultural
 
population.
 

The officials of the GSL and the private sector are 
enthusiastic about the project and have assured their full support. 
This project responds to tha new AID initiative to include the 
private sector in developrent. It' also features institution 
building, technology transfers and policy dialogTs. Therefore, 
the project is highly desirable, beneficial, feasible and should be 
authorized as presented in this project paper. 

D. Project T-,sues 

The three issues identified by APAC in its approval of the PID 
have been adequately resolved in thiF project paper. The project 
has beLn iodified to reflect concerns and guidance fron the House 
Appropriations sub-caxinittee and AID/W in September-October, 1982. 
(See Annex A). 

F. Project Carmittee 

USAI D: 

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



kalph M. Sin;letor, ChieC, PD6&P
 
Lee Ann Ross, EcolaIidst
 
Oswin Silva, Special Assistant
 

Sri Lankan (Coordinating Comittee bers): 

C. Chamnuga
 
Deputy secretary of Treasury

Ministry of Finance and Planning
 

Wilfred Nanayakkara (Coffrittee Chairman) 
Director, International Economic Cooperation Division 
Ministry of Finance and Planning 

Gilbert Jayasuriya
 
Past Presirent
 
Federatioi of Chambers of Camerce
 

R.S. Wijeyesekera
 
Chairman
 
Forbes and Walker Ltd.
 

Ganini Wijesinghe
 
President
 
Institute of Chartered Accountants
 

Pathmasiri Dias 
President 
Sri Lanka Chamber of Small industries 

P.A. Silva 
Chairman 
Ceylon Chamber of Comaierce 

Chris de Saram
 
Chairman
 
Chemical Inriustries (Colombo) 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 Departnent 
Ministry of Finance & Planning
 



PART' II. PROJECT RATICi4:/,..-...-L [IOI. 

A. Backaround 

.. Econcic Develonm,-nt StrF .tpv: In 1977, the present 
the precedinggovernment inherited an econony wvhich over twenty 

years has been characterized by lo-i rates of econ(lic growth and by 

government economic policies enphasizing extensive social welfare 

programs and direct intervention by the state in production and 
subsidies,distribution. A system of price controls an3 

particularly for food, had resulted in significant distortions in 

the economy. These distortions were comqxpunded by a dual foreign 
As a result of these policies, few resources
exchange rate system. 

to absorb a were left for investment in rew oroductiva capacity 
addition to sufferinq from a lack ofgrowing labor force. In 

investment, the manufacturing sector had also become increasingly 

inefficient as government restrictions prevented the import of
 

sufficient raw materials, equiprent and spare parts. 

designed toThe government's response was to aaopt policies 
encourage private investment and enterprise,reduce state control, 

and the rupee wasforeign exchange rates for \the rupee were unified 
allowed to float. A comprehensive trade and exchange control 

nost imiports, particularlyliberalization program was implemented; 
freely permitted%of industrial raw materials and machinery, were 

with import controls being applied only to a limited number of 

items. A new tariff structure designed to protec'C local 
iikiort coirpetition, was implementedenterprise, but allowing some 

and strong monetary policy involving a major interest rate reform 

was adopted. .
 

Consumer subsidies were drastically reduced to divert
 

resources fron consurption to investment. A wide range of tax
 

incentives were announced to encourage the private sector to
 
required toincrease its investments. State-owned enterprises were 


operate on a commercially viable basis without being a burden on
 
of certainthe government budget, and in some cases monopoly rights 

state-owned enterprises were abolished. Economic strategy %as 

changed from one of import substitution to one of ePxport-led 

growth. Fcreign investment has been encuuraged, particularly in 

the newly created Investment Prorotion Zones where a wide range of 

incentives and tax conces-ions are provided. By the end of 1981,
 

forty-one businesses representing a total investment of $357
 

million and employing 20,000 uoikers had Ueen established in the
 

zones. 

The response of the economy to the governrent's policy reforms 

initiated in 1977 %us registered in the 6.5% average annual real 
to 1981. This rate of
increase in GDP for the four years 19711 


growth was twice as high as that attained fran 1970 to 1977.
 

2. Tbe Role of the Private Sector: Wbile there have been no
 



definitive studies I,,'
-
on vwnat .. niUteS the arin Sri Lanka, the follcin:g roujh re-::G of the frivate/ublicr.
mix outlines the private sector: 

a. EMDlovMint: V5e lAb)r force was about 5.6 rli.!ilon n
190 with 15% unerployed. 0 '_ 
or 58% are in 

4.8 iillion empoyed, . i' illionthe private sector. 
 Private 
sector amoloynent is
heavily concentrated in agriculture and trade.
 

b. Agriculture:
cultivation activity is 

Crops daidnate agricultural production andLostly confined to private farms thatoperate within the narket frairework. The aricultural 
sector
provides employment to about ..5% of the labor force.
 

Paddy land 
is cmned alJist e:clusirelysmallholders UY privar_. 
800,000 people. 

and is the main source of anployment for nearlyNinety percent

private hands and 

of the rice .illing capacity is in
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 priceproducers. to paddyPrior to 1977, the government had a near 
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 processinq.
 

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

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

c. Industry: Manufacturing industries" consist of: 29
public sector corporations; about
factories composed largely of 
9,000 registered private
small and medium industry firms with
fixed assets of under $50,000; and 
over 20,000 unregistered small
and cottage industries. 


including 
The public sector industrial corporations,
the petroleum refinery, 
account for over 50% of
industrial output. 
Output value


by an average of 
inprivate factory industries grew
7.2% inthe 1977-80 period
industries grew by 9.4%. 

while snall cottageSmall and medium industries account Zorover 90% 
 of private industrial units, over 70% 
 of employment and
over 55% of value added inprivate manufacturing.
 
About 
65% of the registered small and nedium industries are
in and arowud Colombo. Unregistered smallare and cottage industriesmore widely dispersed among smnall towns and villages with onlyabout 30% in the Colombo area. 
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The 	 train snall and mediurn industry product groups, 
about 90% of the employnnt and 85% of the investmentconstituting 

in registered smll and meciurn industries, -are: textiles and 

garinents; light engineering; rubber arid cheinical goods; VoW and 

paper products. Prcxiuct ancentrations amnong umregisterad small 
found lim-s; handloatis, pottery, jaggery,industrie.s are in related 


blacksiithing, sheet rubber, rice inills and bricks.
 

As a result of GSL policy the role of public enterprises is 
looking to the private sector todecreasing and the government is 

the way in industrial expansion. 	 The nublic . e-tor will not I=lead 
of industrial activity, but is
allowed to expand into new areas 

being restricted to improving existing operations. Except for the 
all state-wned enterprises are
prodction of essential items, 

arebeing 	held to a standard of financial viability aiud required to 

compete on an equal and non-discriminatory Ltasis with the private
 

sector and among themsel,&s.
 

d. Nholesale and Retail Trade: Aliolesale and retail trade 
a are time honored traditions in Sri Lanka and have long provided 

major outlet for private ambition. Inport/export trade is confined 
while aimed at the domesticlargely to the Colombo area, trade 
country." Public sector involvementrrarket is scattered around the 

the regional 	 cooperatives and theis .oncentrated in 	 wholesalesocieties. 
retail multipurpose ccyperative 

e. 	 Construct ion: The construction sector is dominated by 
as the Urban Developmentthe government through such agencies 

Building Matee'ials Corporation and the StateAuthority, the 
sector has insufficientConstruction Company. The private 

and find it hard to compete 	with the public sector.financing 
However, there has been substantial growth in the private 

past four as the GSL isconstruction sector in the 	 years even 
for iLplementation of the investmentrelying more on private firms 

program. 

Sri Lanka bankingf. Cacimeria Bnking Sector: The 
of two state banks, the Bank of Ceylon and thesystem is composed 

People's Bank, two indigenous comirercial banks and nineteen foreign 

banks, four of which are Aurrican. The banking sector has teen 
years 	and despite increasedexperiencing a boom the last couple of 

fran 	 the new foreign banks, the local comirercialcompetition 
bankincA sector has reported unprecedented profits. The two 

banks (mntrol the major share of the country's bankingstate-owned 

deposits.
 

g. Investnent- Gross domestic 	 investment in 1981 totalled 
million in 1977.about $1.2 billion or 29% of a)P up fron $575 

opposedPrivate investment in 1981 totalled about $512 million as 
The present high levels ofto $730 million by the public sector. 

are for essential insfrastructures during thepublic investment 
1977-85 period tO support Orivate sector activity during the mid 
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1960s. By 1986 it is expected that public and private invest..er.t 
levels will be equal and, will account for 26% of GDP. 

h. Qmmosition op GCP: Lomking at the private sector crtii 
a macroeconomic Cerspective, the ollajinq is a very roue.n 
breakdown of Sri Lanka's rLP between the oublic aria a ivata 
sectors, based on the sectoral discussion ahow-. 

CMPOSITIOW OF GDP, 1981
 
(Percent)
 

Total Public Private
 

Agriculture 20 6 22 
Manufacturing 18 10 8 
Construction 8 6 2 
Wholesale/Retail Trade 17 3 14 
Other Services 27 19 8 
Other 2 1 1 

TOrAL 100 45 55
 

3. Current Goverrurent Policy: The goverrunent's Public 
Investment Program for 1981-1985 states: "The essence of the, 
liberalized econcmic policies introduced in 1977 was to create the
 
climate necessary to stimulate private enterprise and provide a
 
larger role for the private sector. A vital private sector is
 
necessary to ueet the goals of increasing employrent, efficiency 
and output. Nhile public sector -investment depends greatly upon
 
the resources which can be generated by the private sector, public 
investment in essential infrastructure and expansion of 'the 
prcduction base is seen as complementar' and not competitive to the 
efforts of the private sector, nor as a substitute for private 
sector investment. This realization is fundamental to the 
g9vernifent'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 order to promote private investirmnt in specific areas the 
government established a number of nevw instituticns and agencies 
such as: The Greater Colanbo Economic Commission, the Export 
Development Board, the Foreign Investment Advisory CQmanittee. In 
addition, the government also set up the National Develovaent Bank 
to meet the specific needs of it-edium and long-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 accelerated
 
growth in industrial output, employment and exports as is evident
 
fran the following figures:
 

http:invest..er
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SELECTED PE2 UOf "'NCC INDICAIntS CR Ti'L LF'rJS'NIAL SifrOR 
1977 - 19nl 

1977 1978 1979 1980 1981 
Value Added 
(Rs.Million) 2,688 3,109 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 
.ployment 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 Project
 

As discussed in the January 1983 Country Develoirient Strategy 
State ent, this project represents USAID'S first direct project 
intervention to stimulate the Lrre rapid growth of the private 
sector in Sri .Lanka. 

The SAID strategy is focussing assistance in three general 
categories: Accelerated Mahaweli Developuent, food production and 
ratural resource management, and human productivity and well--bein4. 
This project cuts across the program and isclosely linked to food 
production, huiran productivity and well-being categories. The 
underlying objective of this project is to create jobs in 
productive enterprises and, in turn, to increase the productivity 
and well-being of the under and unemployed. Through the support of 
pre-feasibility studies, as well as the interest created by the 
Joint Agriculture Consultative Ccmmittees, a large share of the 
activity should be concentrated on arro-industries. Such 
investments %ould have a large spread effect throughout the 
agricultural rural area by supporting rural-based , :evpLruises and 
farm production thereby increasing anploymrLil- generation beyond the 
initial investments. Both those persons enployed in the newly
 
established enterprises and those producing the agricultural inputs
 
will benefit as a result of this project.
 

This project also relates well to the Adinistrator's four
 
priorities, the mo;t obvious being the private sector initiative.
 
The sector assessment, together with the resulting action plan and
 
the oontinuing involvement during iinplementation by the private
 
sector working together with goverrurent officials on the
 
Coordinating Careittee provide a ready foruh for policy dialogue.
 
Institutional development and training are built into the project
 
through the establishment of the Inwstors Services Center and the
 
management training and entrepreneurial devr-lornent activities.
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Technology transeers will be incorrorated i,, ,mny of the newbusiness ventures resulting frc n the project.
 
The time is right


its private sector, 
for AID to help Sri Lanl-a ex-pand and in:or jesince CGSL

enterprise ,olicy gives higrh priority to privateand AID now considerspriorities. The USAID and 
it as one oE its higherthe GSL consider thatfor AID would he to an Lnprortant roleact as a catalyst in hnprovingclimate the overallfor private investrent so that increasing amountsLankan and foreign private oF Sriinvestrent can contribute to Sri Lanka'sdevelopent. 

Several factors lead to the conclusion that theAID assistance must be 
first ster) ina sector assesswent: 

- a comp.rehensive survey of the private sector
ootential,-including all factors (public and
private) that influence realization of the
potential and their inter-relationship;
 

- an inventory of investment opportunities

(resources, markets, etc.); and
 

- an 
action -plan to carry out the reconmendations 
resulting from the assessment. 

The most hrportant factor in decidingpriority is the first order ofthat while the GSL haspolicy mac.a extensive effortschanges, provide to sakeincentives,commissions, etc. to 
establish boards andassist the private sector, there
gaps in their knowledge of are stillallinvestments of 

the factors that influrnceand details
Observers in Sri Lanka are 

all the investment opportunities.generally aware of some
the private constraints tosector's achieving its potential,of these but the seriousnessconstraints, their inter-relationships,actions/costs and theto overcome then have not been closely examined. 
Other factors that influenced making thispriority include: action firstneed for comprehensive informationcoordination among to improvethe many ministries andwith the private boards directly involvedsector; needinvestient for an internally consistentstrategy; and


large amounts of foreig 
need to avoid conflict or duplication with
assistance already being providedprivate sector (see Annex J). 

for the 

The first step is being carried out byLankan experts through a team of U.S. and Sria task order issued ' February 1983 under to A.D. Little inits indefinite quantities contract.
fran Project Developnent & Support fundis. rhe 
ft'uding is 

t ork should becompleted by June, 1983.
 

OV
 



T'- second4 ste cc- -: -- '' 

Oroject as described in =e- . . -",=ci. 

C. -scrirntion c-4 the Prctc­

i.n.comnes, and coces and =-,,ic s . . -. , . -y ".
 
,
S...c. are needed y :h . c.,! . r. ar-a (-asp iaZ In :.e 

r.ra areas) to aiprcve :n:e:. "i-- of Life. 

2. The Pu=.cse: T .uzcse is .o irnrcve che invesrmant 
c irate in Sri Lar.ka ar. : inareasa oriva.e inves.ments (both 
'.ms±c and foreicn) in act-:.sa.':.:at -- :hcse resouarces %rnere 
=rroarat.ive azlvantages ex-$:s. Exphasis kl a" c laceO on 
increasing investments in industries rhat use acricultural tased 
products and produce for ex=crt. 

3. The Project: The project will include: 

a. The establishmen. of an Investors Service Center: The
 
Center wi*ll be established as an independent, self-supporting organization
 
wi-h a board of governors composed of r-.oresentat:ves of the private and
 
public sectors. It will se.-.-e as a bridge between government policy
 
making and regulating institu-:-ns and ne private sector in helping to
 
4-:rove private invesennt. - :1": wur in c.ose ccilaboration with 
-he GSL investmenT, enti-ies ;C-. 'A. Export DeveloPmenT Board, etc." 
in carrying out its main funczion of providing help and assistance to
 
private sector investors, bc:h Si ankan and foreign. In thiL context 
it :i1l: provide a "one stop snopping' facility for potential investors;
ie'.eop and -antaina his-:.n " ocs nd.fore. f.s seeking tO 

expand opera,:oons in Sri Lanik: =rcide referral service on investment
 
" :ppcr.-an-_es; assit :n secur:-. iproals fcr .nvestment projects;

h o hesiv_:and 
center through seminars, cons -.anc:es, and investment promotion activities. 

aa -aeis encurzn.e use of the 

The Center's ac":'- -::, rtles, responsibilities, 
operational pans and legalidentityw-: be reviewed in detail by the 
Sr: Lani,n public and pr:vate e..:r r-.resen:at:ves and their consult­
ants. Pri. r to the disbursemern- ai tunds -or the operation of te Center, 
a detailed operational plan will be agreed to among the Sri Lankan public 
and private sector representatives aq we:l as AID. In addition, this 
operational plan will explain financial support for the operat.on of the 
Center and establish target dates for a fully self-supporting entity. 

USAID's objective is for the Center to become fully
 
self-oupporing at the Larliest 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 target of no
 
support beyond two years after the -Center is operational (e.g.
 
80% of first year's costs; 50% o: second year's costs).
 

http:operat.on
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b. The updatin wid expansion of tranaswerrnt training an 
entrepreneur develocmant activities: The project will involve the 
updating of existing managei1ent training courses for the benefit of 
the private sector in the following key subjects: general -asiness 
management, marketing, production ,nagement, and finncial 
management. This assistance has been Largeted to soecific coLres 
and institutions (Institute of Chartered Accowtants, Universitv of 
Sri Jayawardenapura, University of Colcin~r, arid the O en 
University) %.ich are readily able to utilize the assistance in 
on-going programs that have a fairly wide acceptance in the local 
business eomimunity. Similarly, "he expansion and upgrading of 
entrepreneur development efforts have been targeted to those 
identified institutions (ChairLer of Small Industries, Industrial 
Development Board/All Ceylon Trade Chwnber, anc; 0ational Youth 
Services Council) whose on-going prograas cculd mst readily enplo,.
the assistance and contribute directly to encouraging the next 
generation of entrepreneurs to enter business. One urjor grotrp
 

IN
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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 prepared in areas of potential profitability as deter­
mined largely by Sri Lankan experts working closely with off shore
 
experts on particular subject areas. It is expected that the first
 
10 areas that will be analyzed will include: (1) oil seeeU 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 processing; and (1) poultry production.
 

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 belected 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 taxes so astoraise more revenues may have adverse effect on
 
exports). The GSL will use the analysis, information and recommendation:i
 
in the sector assessment to establish a comprehensive private sector
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policy aid an action p)lan consisting of the various steus tn be 
taken by the different yover-vtnt and t.rivate organizations to 
translate policy into additional investrent.t. This will ue. a 
condition precedent to disb irsam nt. 

b. Actions to reaove constraints taken: The issuance of a 
policy statement and action plan will have. littla itioact on 

anyinvestments unless steps are taken to reciive or reduce 
identified in the sector assessment.constraints to investments 

Some actions my be made quickly (e.g. cianges in administrative 
procedures and regulations) while others will require considerable 
time (e.g. legislative changes or e pansion of infrastructure 

Same may be madei by one organization (institutionalfacilities). 

others Laay involve several organizations
forms and paperwork) while 


(lending rules and practices). A time table for these steps will
 

be part of the action plan. Since the action plan will not be
 

prepared until some ir nths after the project agreement is signed, 
the agreeient will contain a covenant rather than a condition that 
the GSL will carry out the action plan. 

It is expected

c. New Investment activities started: 


that the aggressive promotion of the pre-feasibility studies
 

and industrial profiles program, together with actions to
 
to investments will result
 remove constraints and obstacles 


in at least ten new investments or activities started during
 
a re­the project period. Since investments will be made as 


sult of voluntary actions by many independent investors, the
 

put a specified
GSL cannot force investors to their money in. 

a stated number of
number of enterprises nor guarantee that 


a result of this project. However,
investments will occur as 

the project will be considered successful if during its five
 

years at least ten new investments are made that can be directly
 

the project.
attributed to activities of 


With thed. E2 rt of non-traditional rocducts increased: 


emphasis in the sector assessment on identifying resources that
 

have export potential, and a criteria for pre-feasibility studies
 

and profiles being export 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
 
as a result of these newnon-traditional products should increase 


investments, but it is difficult to predict with any degree of
 

accuracy how much the increase may be since the number and types of
 

new investments cannot be guaranteed or accurately predicted.
 

e. Tim to establish new activities reduced: One of the
 

constraints to investment is the amount of time necessary to obtain
 

all approvals, investment incentives, financing, etc. The effort
 

to obtain the approvals is time consuming and costly while the
 
to . due imact inflationincreased time adds invest :osts to of 
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' on delayed procura rent c 'C ,: , . k ' n.)F;,
 
time varies widely fromii, .rot-ct t. :rc,' c:. ector a!.ess-i:..t.
 
will be identifying the timw, costs, ana processes realuireJ for new
 
investments and icaking recO.IVTerl,-t.ons rt-or imroveinLets. 1.- ise
 
improvemfents should result in a rrJuction in tiina needed to
 
establish a new business enterorxse.
 

f. Trained manaqers an1 entrepreneurs increase productivity: 
A major elemer:t of the project is tJe tramaement training an­
entrepreneural developient prograir. vich aie designed to increase 
the skills of .,anagers and entrepreneurs. Increased productivity 
as a result of training is real but cannot be easily neasured 
except for people doing repetitious, simple tasks. 

5. Conclusion: Inproved investment climate should result in 
more investments in productive and service enterorises; these 
investments create rore jobs; many of the people hired for these 
new jobs wuld be the under-employed and unemployed mainly fran the 
rural areas; many of the invesbnents would be for agro-innustries; 
the raw materials for these new plants would come fran the 
agricultural sector, thus providing new markets for the farmers; 
producing more products locally for doestic consunption should 
provide more and lower priced goods for the general public, most of 
whom live in the rural areas. 

It is inportant to note that the project activities should 
provide a critical element in imnprovir.j the investment climate 
which is essential to fleeting our overall CDSS goal in the private 
sector: e.g. by 1988 the private sector will be the principal 
employer of new entrants to the labor force. 

/
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.2. Manement Trainirn, and Entrepreneur Deve,I This 
includes one long term U.S. advisor ard two Sri Lankan iranagers. 
Short term services of U.S. and Sri Lankan consultants and training 
specialists will be provided. In addition the project will finance 
short courses, Epecializ:d participant training, etc.
 

3. Pre-Feasibility Studies & Investment Profiles: This
 
provides U.S. and Sri Lankan expertise to make the studies. The
 
budqet i..-ludes clerical and hoire office support costs for the
 

technical agvisors. 

4. Investment Promotion: This includes U.S. an-. Sri Lankan 
prootion/mark-ting specialists, :-.c!,-1-" support to or participation 
in promotion activities.
 

5. Selected Sector Str)ort: This is 12 months of U.S. and 34 
months of Sri Lankan technical services. 

B. Coooeratin= Country Contribut.on: The AID grant/loan is just 
a small part of the total resources being Used to prorote private
sector investnent (Sri Lankan and foreion) and to improve thc: 
inveswient climate. Therefore, the Sri Lankan support or the 
various activities and organizations other than the AID P£PP 
project is being considered as the cooperating country 
contributions. 

Four GSL organizations are directly involved in the country's 
total effort: (1) The International Economic Cooperation Division 
of the Ministr' of Finance and Planning, with a staff of 45 and 
1982 budget of about $150,000 is the focal point for coordinating
and promoting foreign private investirents; (2) the Export
Developmrent Board, with a staff of 25 and an annual budget of $l.25" 
utdllion, works on private sector ueveloprent as well as export
pranotions; (3) the Greater Colmho Eonomic Cowmission, with a 
staff of 30 and 1982 budget of . 0 million, runs the Free Trade 
Zone which has attracted 41 plants already. in operation and over 
one hundred aore applications approved; and (4) the Nkarchant Bank 
of Sri Lanka, Ltd., (owned by Bank of Ceylon) with staff of 20 and 
1982 budget of $250,000, began operations in the summer of 1982 
providing a rariety of merchant banking activities. 

A number of other organizations in the private sector and 
government sector also cntribute toward this effort and have 
expressed a desire to participate in this project: the Industrial 
Development Board, the Federation of Chambers of Commerce and 
Industry, the Sri Lanka Chaiber of Sfmll Industries, the Ceylon
Crwbar of Carurce, the Institute of Chartered Accountants, plus 
the various training institutions in the private sector. 

A conservative estin'ate is that at least 20% of the annual
 
budgets for the four GSL institutions described above voula L! used 
for activities that directly pranote the attainwcnt of the 
project'o objectives and could be considered an the cooperating
country's contributions. Ttc aoproxiirately $900,000 per year for 
four years of the project would tiotil the $3.6 million contribution 
shown on the Project Data Sheet. 

http:Contribut.on


Sumnary Cwt 

Items 

Technical Assistance 
- Lcng Term 
- Short Term 

Participant Training 
Minor Equipmrent Items 
Other Direct Costs 

Sub-Total 

Contingency @ 10% 
Inflation 


Total 


Technical -Assistance 
(Short Term) 

Contingency @10% 
Inflation 

Total 

Total Grant/Loan 

T;VEL' 1 
Estirnate and Financial Plan 

Foreign 

Exchange 


510 

790 


30 

"15 

145 


1,550 

155 

385 


2,090 


600 

60 


140 


800 


2,890 

A.I. D. 
Local Total 
Currency 

(u.S. so0N)
 

210 720
 
210 1,000
 

60 90
 
70 145
 

130 275
 

680 2,230
 
70 225
 

160 545
 

910 3,000
 

150 750
 
15 75
 
35 175
 

200 1,000 

i,i0 4,000 



T~iELL 2AID Disbursellnts by Year 
Iterns Year 1 Yea r 2 Year 3 


(US $ 000)
 

GRANT 

Technical Assistance 
- Long Term - 193 305
- Short Term - 18.1 476 


Particioant Training 
 -

Minor Equipment Iters 

- 42 
- 58 G7Other Direct Ccsts - 95 100 


Sub-Total 0 530 990 

Contingenct, @ 10% 
 - 53 
 100 

Inflation 


57 230 


Total 0 640 1,320 

Technical Assistance(Short Term) 170 185
Contingency e 10% 200

15 20
Inflation 20

20 
 20 65 


Total 205 225 
 285 


Total Grant/Loan 205 
 865 1,605 


l_/ Includes $25,000 for project evaluation. 

Year 4 Total 

222 720
 
340 1,0001/
 

46 90
 
20 145
 
80 275
 

710 2,230 
72 225
 

258 545
 

1,040 3,000 

195 750
 
20 75
 
70 175
 

285 1,000 

1,325 4,000
 



I'Ai;i .. 3 
1. 1.b. BLIDG: COMPONEN T r: 

1. Investors Service Center 
Technical Assistance 
- Long Term 30 360 120 .20 
- Short Term (Evaluation) 2 25 - -
Office Rental/Utilities - 60 
Off ice equipment - 35 
Library Publication 25 -
Transport 15 -

Total 425 215 

2.Management Training & Entrepreneur Developnent 
Technical Assistance 
- Long Term 12 150 60 90 
- 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 EquipTent Items 20 20 

Total 	 780 337 

3. 	 Investment Pramtion 
Technical Assistance (Short Term) 5 .. 75 15 23 
10 Promotion Missions, 3 Trade Fairs,­
and 7 trade association neetings 100 20 

5 Local Exhibitions 25 
Railings, Advertising & Publications 20 10 

195 78 

4. 	 Selected Sector Support 
Technical Assistance (Short Term) L 150 34 50 

Totals (Components 1-4) 	 1,550 680
 

Contingency 	 155 70
 

Inflati or 
 385 160
 

Total Grant 	 2,090 910
 

5. Pre-Feasibility Studies & Investment Profiles 
Technical Assistance (Short Term) 
- Pre-Feasibility Studies 35 525 125 100 
- Investment Profiles 5 75 60 50 

Total 600 150
 
Contingency 60 15
 
Inflation 140 35
 

Total Loan 	 800 200 



PJUIT IV - Th1*4. 

A. Inplemartiin-1 Avency 

The Intarnationra T:0Jz~id.c Cooloration Civision (I-.)) of 

the r.;inistry of Finance a6 Planin.- will e the lea: G.' nency tD 
manage the croject activitie,. The coordinating ccm,viLtee Wit 
broad representation frw, the orivate :;ector in Sri LFaia vill 
advise and assist the IECD in all activities. Since soi;m Sri 
Lankan menbers of the coordinating ccmuittee actively participat&z 
in the design of the project, their continued involvrpnt in 
iinplementation assures continuity Uttween the 6-.sign n: C 
implementation actions. Other -SL agencies as %.ell as pri v,.,Ve 
sector in. titntin.s and corDy-.rJ.e.: rtici7:t- Pisa jrcnr;7.. 
The IPCD also functions a"; tl.2 FIAC ancl 11s cenorrstr,L:1 iu. 
effectiveness in prioting/.r rprovinz 211 new invest.rrint-. tCt0A. i 
$191 ir/illion during l97b-21. I'.-e GhL has deter:-ine6, that the ..C;J 
is the most appropriate orqanization to idriage this project. 

6. Procureent Proced.ure:; 

1. General: IfCD will contract with a U.S. institu­
tion, preferably in joint venture with a Sri Lana:rn firm, to 
implement rmost aspects of the project. The cont'actor rrea, 
sub-contract with local institutions for some activities. T-. 
contractor's budget will incl r; funds to hire nl supporting 
staff, rent office space for the center, and buy office r;UiTert
and vehicles needed to be self-suficient. -l1 comoditjies, other 

than those bought for the Investocs Service Center and the train.n 
institutions, w.rill become the prooerty of the Ministry of Finance & 
Planning (MDFP) after the contract has ended. 

Outside this main contract, an2 before it is executed, LSAID 
or tVDFP my contract with U.S. and/or Sri Lankan oCnsultants to 
uake a few pre-fea~ibility studies and. profiles of those activities 
for which Sri Lanka obviously has comparative advantage. 

2. Investors Service Cente-r: Contractor will assist the Sri 
Lankans to establish the Center and help with its initial 
operations. The chief of party will help with the procuremant of 
office equipixent and establishment of a business 
reference library. The Center will Ix- governed by a Loard maue u 
of public and private sector representatives.
 

3. v4aement Traininn & Entreoreneur Develornent: TI.e 
Contractor will provide needed technical experts and materials to 
upgrade and expand local business managerant courses and 
entrepreneur development programs at i.entified institutions. 

4. Pre-feasibilitv ,ttrii,: at,4 Ini.:,tmrtnt Profiles: The 
Contractor will provide the foreicin and local consultants to carry 
out the pre-feasibility and investment profiles to be prodced over 



24 

the five year period. The oontractor wil arrange for the 
publication of these studies and distribution under the following 
element.
 

The Contractor in colla­5. Investment Promotion: 

boration with the Coordinating Committee 

will recommend a
 

promote the studies progr~m with investors.
 strategy to 

The strategy may include investzent missions, 

specialized
 
a
 

seminars, marketing firms and local representatives 
or 


mix of these in preparing the best promotional strategy.
 

would be used for6. Selected Sector Supoort: These funds 
objectives
other agreed upon purposes in support of the projects 


which are identified in the sector assessment.
 

C. USAID Responsibilites: 

The USAID Office of Project Development and Special 

Program will be responsible for project implementation and 

The assigned project officer will be
monitoring of the AID inputs. 


other Mission personnel as required. The officer will
assisted by 

an obsezver in
closely monitor the performance and participate as 


the meetings of the Sri Lankan Coordinating Cinmittee. 

D. Implementation Schedule:
 

1/83
1 Project Paper Submitted to AID/W 

2/83
2 Sector Assessment Commences 

6/83
3 Congressional Notification Senr/Expires 

6/83
4 Project Authorized by AID/W ­
7/83
5 Sector Assessment Completed 

7/83
6 Project Agreement Signed 


7 Implementation Letter No. 1 Issued 8/83
 
10/83
8 RFP Issued for Consulting Services 


9 Contracts (IQC or PSC) for initial
 
10/83
pre-feasibility studies 


10 Proposals Received for Consulting Services 	 12/83
 
12/83
11 GSL adopts Action Plan 


give legal
12 Charter or decree issued to 

2/84
status to Investors Service Center 

2/84
13 Consultant Selected/Notified 

3/84
14 Initial Pre-feasibility Studies Completed 

5/84
Contract Executed for Consultant
15 

6/84
16 Consultant Begins Work 


17 Consultant Submits Work Plan for
 
8/84
Implementing Project 

8/85
18 In-depth Evaluation of Project Impact 


10/85
19 Consultant Revised Project Work Plan 

7/88
20 Project Assistance Completion Date 




PART '. SU!.; RY or A "\LTT; 

A. rechaic~tl Ari.Uilysa 

1. Introduction: technicalThe analysis briefly de.cribeseach component and how it can be carrie'l, out I.th the stated resources. Since the level of effort and resources needed for each
component will depend greatly 
on the findings of the sector
assessment, flexibility for inplementation must be built into this
project. The design is made even imre 
difficult by the relative
absence of AID from this area of develoa.ant for over a decade.The project addresses specific constraints that have beenidentified with the 
 active participation of the 
 local public and
private sectors. W;hile appearina broa in score, the )ropcs-$assistance is targeted to iceet specific needs that will yield' the 
greatest return.
 

The U.S. contractor will be dirict.y responsible to the I.CD,
but be responsive to suggestions and advice from 
the Coordinating
Ccmittee and LISAID. Other than the limited nuinbr ofpre-feasibility studies that 
might Le done under other contractual
arrangements (iQC, PSC, etc.) prj'r to 
 the contractor 's
cmencement of work, the contractorw±ll provide: (a)the U.S.specialists and experts; (b) the Sri Lankan experts and srecialists
through joint venture or sub-contract with a Sri Lankan firm,
direct hire or direct contracting (or combination thereof); (c)the
specialized assistance 
 through contracts with Sri Lankan
organizations; (d)its office space and support 
 staff in the Center
 so as to be administratively self-sufficient: 
(e) arrangements for
all training, courses/serminars and trade/investment 
 promotion
missions to U.S. and elsewhere; and (f) coinndities for the project
through its %ni 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 -r both in Sri Lanka and in
the United States - so all the eleinents contribite harroniouslg toachieving the project 
purpose. This coordination by the Contractor
is also needed to reduce the administrative burden on the GSL and
 
USAID. 

2. Investors Service Cent ir: 
 The Center, to be established
early in the project, is to be a "one stop shopping" facility for
prospective investors. 
The 1982 version 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 Center is needed much sooner and shcild be one of the
first priorities of the project. 
 Hc.:ever, there hasn't been
sutficieic tim-: 
 to work out details such as 
 its legal status,
coposition cf body,
governing finances, etc. Therefore, a
condition preccient will be its legal formation.
 

The U.S. odvisor 
 to the Center will also function as the
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ilJ. provide the coordination of project a-.i',it " es that sov to -art of t:,e proJect',s oe0ctiv.s. 	 'I'.ey in tuirn k.,1be su.cored 
by three assistant 	 zrarineeran , the 'er3ej cleric'.and adr''inistrative staff. T Center will form t1e ,u-o :rojectactivities with its staff supported by the contractor's hkreoffice. The scheduling an itwlementation of project activities
 
will be one of their main responsibilities.
 

The Center, in supporting potential inveszcrs, will develcopand maintain a listing of local anJ foreirn firm-= seeking to ea~anz

cceraticns i.n Sri Lanka, 
 ~r~i.~r~~rZ Ser'ice .zinve-szrn
ccvering investrint c-cor.u -i.te, ascist in " ,-. SL povalsfcr investment projects, an'i establish a comrehensive z/sinessli brar, and encourage uia of the Cw.rt.r throug=h sniirs,consultancies, and investnant pronotion activities. The Center
will also provide support for the U.S./Sri Lankan Joint
Agricaltural Cnsultati, ' Coruittee 's efforts to stimulate jointagro-industry investments. It laight L- necessary for the AID orantto provide a major portion 
of tne initia. ooeratin3 ex=rse.-, ;an
start ut investment costs until the Center dermnstrates its value
and becomres a self sustaining institution base! on a nix oZ
charged for services, outside private sector 	

fees 
contributions, andParticipation by the various chambers of commerce. 

Center Staffing Person v'koths 
U.S. Sri Lanka
 

Center Advisor 
 30
 
Center ,Xanager 

Assistant X,!nager Studies 

30
 

ASsistant Manager Promotion 	
30
 
30
 

.-sssta-: Manacer A-,inistraticn 	 31
 

•.
aunacernent &.£ .treore.: 	 eTraii.-.ctrining istitutions are analyzed 
 in some e-a-' in ;nnex r.These two key coin.onents will :e develoced and tinc..pented through 
a 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 assist­ance required by 
the selected institutions. 
 Prior to providing
any significant b-ount of 
short-term training assistance, the
detailed work plan will first be completed and approved by
Coordinating Committee, GSL and USAID.	 

the
 

The work in management training will focus on 
upgrading and
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expand1nt snecific course: in .,:na. :ir~esi :r-r.':,w'arketing, prodiuction lrarO..efivLnt. zm, fin.-uncia .lne.t' .a 
main institutions (Institute of Chartered Accou.tants, University
of Sri Jayawardenapura, Univ._rity of Colom , anO t!':e On 
University).
 

The Institute of Chartered Accountants offers diploma prograir
in business and finance as v ll as a special Management Trainers 
Developrent Program. The University of Sri Jayawardenapura offers 
a range of two and four year business oriented degree programs
including a Masters Program in Business Admtinistration (MA). Tlhe 
University of Colombo offers a one year diploma course in bLsiness 
administration and is starting a L.IPA progran. The Open University
offers a practical oourse in business irarbgement on a
correspondence basis. These institutions were selected in
collaboration with the Coordinatini Crmunittee due to their wije
appeal in serving a good cross section of the business comnunity
(i.e., student, entrepreneurs, to established businessman). It 
should be noted that instructors teaching in one instituion 
can
 
also be found teaching in other institutions. Thus as courses are

upgraded for one institution, the others will also benefit. 

Aid for entrepreneur developinent will expand and upgrade the

existing efforts of the (a) the entrepreneur program of the Chamnter
 
of Sfnll Industries, (b) the !niustrial Development 
 Board prouram'
tailored for the needs of the Trade andAUl Ceylon Chamber, (c) the
Junior Achievement activities of the National Youth Services
 
Council.
 

Te Chamber of Snall Industries with a irembership of over 200
businessmen, has developed a programn to support the next generation
of entrepreneurs to enter productive industries including agro

based activities. The Industrial Development Board offers an

island-wide training. program for businesses which once mdified
 
would serve the needs of the All Ceylon Trade Chamber, whose
members irake up the majority of sinall town rirchahts who are so
vital to the expansion of agricultural production efforts. Tha 
National Youth Services Council works with the youth of Sri Lanka 
in fostering private enterprise an) entrepreneural objectives.

These institutions were selected in collalbration with the
Coordinating Carrittee due to their broad appeal and apparent high

returns that could be expected fran our assistance.
 

Besides thie technical assistance staffing detailed below, thecontractor will arrange: 20 short courses and seminars to test naw 
course materials, 9 person months of participant training, in-plant
apprenticeships, and procurenent of publications, training aidis,
and minor equipment items. 

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

/ 



Training & Lntreprenzur t=aff -i P.rs~rj v 
. -. 5ri La::)I n 

Mgt. Training & Entrepreneur Dev. 12 
Management Trainer 30 
Entrepreneur Developer 30 
Business Management 4 12 
Marketing 8 24 
Production Managenent 6 18 
Financial M.Iangement 4 12 
Entrepreneur Selection 4 12 
Entrepreneur Training 6 18 
Junior Achievement 4 12 

Total 48 168
 

4. Pre-feasibility Studies and Investirvnt Profiles: The 
design anticipates that approximately 30 pre-feasibility studies 
and 70 investment profiles should be prepared, but this number 
could vary as a result of the sector assessment and the complexity' 
of the individual studies and profiles. The effort is so 
structured that no duplication of effort will occur between the 
assessment and project activities. The assessment will concentrate 
analysis on sub-sector (eg. rubber, coconut, graphite) and only 
identifying the particular industries (e.g. rubber tires, coir 
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 from 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 tht f'ndings and recommendation. 
Through the involvement of thc Sri !,ankan technical consultants, as 
well as the staff at the Center, it is envisioned 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 



Varketing 4 isIndustrial Engineering 6 24
Financial 
 3 146 30Other Specialists 


Total 
 40 185
 

5. Inve.Znent Proi0Qtion: The Investors Service Center,
help from tke Cantractor 's Chief of Party and 
with
 

the home office, willbring tho investient o@pportunities studies and profiles
 
program to the attention 
 of local and foreign investors. Thesefforts will include providing sup, .ort to; 10 praoirtion issions; 3trade fairs, and 7 trade association Lreetings. In addition, 5local industrial exhibitions will Le supported to raise ayarenessas to the local industrial caacities and range of productsproduced in Sri Lanka. The efforts will call uoon support fromlocal chambers of comnerce, U.S. De.artment of Comerce InvestnentOpportunity Program, and other existing neans of reaching potential
investors with the -,tudies and profiles. 
 '^ierever possible theseinvestment promotion activities will also prarote export of Sri

Lankan products.
 

A minimal amount of specialized technical assistance for traide"and investment prcmotion is included to overcome any unforseen 
marketing problems. 

Sri Lanka already has a majcr promotibn effort unr2way andthis project aims to augment their efforts in this area a'J; working
-with otqntial-investors to proviao the necessary hardoppo rtunitics.-- data on investment 

Pranotion Staffing: Person Mi.nths 
U.S. Sri Lankan 

Praotion & -MrketingSpecialists 5 i5
 

6. Selected S ctor Snrxnrt: This provides the ,aininul ountaof flexibility required to enable a timely response to findings andrecommendations of the sector a-sessment that are not already beinaddressed by this project but 4dich contribute toward obtaining theobjectives of the project. 

Or area were so=e a~ciitional in-depth ,"alysiis uiny bwarranted is the rural financial mrkets (both formal andinformal). Sane other areas whi:re specialized iL;sistance orstudies may be neecdd inclule prcxct standards (ttiblinhr.nt,testing and enforcirent uf stanards), policies,tax and 'ncrqyconservation in industrial procesi:;. lowever, the full ncopE ofouch studies and assistance aL well as bLinncing their prioritierawaits the corpletlon of the nector ansessnnt. Accordingly, thefollowing level of technical asnistance in only an ,itiiate of 

/1 



additional short tera; neal.- of the sector that iray D. identified. 

Person inths 
U.S. Sri Lankan
 

Specialized Trchnical Asnist.ance 12 34
 
B. A.ministrativ= Analysis 

Four groups or , organizations are involved with the 
imple 4 of project: (1) the GSL ,rainly through thementation this 
International Econonic Ccy)oration Division of the Ministry of 
Finance an- PLinninq; (2) tiit Sri Tankan privi.e sector; firstly
through the Coordinatin C!,.ittee; conily, thro.r h sub-contract­
with various entities to proviL- services; and thirdly, througb the 
private sector organizations who at.! the receipient! o. the project
inputs; (3)the contractor hJ~roughi its team of specialists (U.S.
and local) inSri Lanka; and (4)AD, throuih its assigned project
officer as supported by ajpprapriate inrmrbers of LUAID. Tte 
inter-relationship of these cjroups is shown on the attached chart. 
The administrative feasibility of the project is described below. 

1. The CL: Since the GSL policy requires all bilateral 
assistance be provided to Sri LanP)a through arrangements and 
agreanents with the GSL, AID mast sign the project agreement with 
the IIFP and iimplerment the project through the GSL-designated
ministry. As there are a large numl-.r of ministries involved with 
the private sector Wut no one ministry assigned overall 
responsibillty or focal point,_ the GSL.. decided that the project
could best be impleme.nted through the office responsible for 
foreign private investmnts: the IECD. 

The IEDD, with a 1982 btdcet of Rs.3 million (US $150,000) an:]
staff of 45 people, is cnar:ed with*coordinating and prcnotin.
foreign private investijnt in Sri Lanka. The IED also is the Ime 
for the Foreign Investmx.n. Advisory Ca ,dttee. which inclies 
member3 from other minis;tries.
 

The Director of IW2D, ri.A.S. Nwiayakkara, a senior career 
goverirufnt official is also a inimber of thie Foreign Investment 
Advisory Cairnittee. 

!-tny ndnistries in the GSL are directly involved in private
investnent and production, including Textile Industries, Food and 
CcoXrratiVVs, Industries and Scioentif ic Affairs, Maaweli 
Develov_rnt, Trade and Shipping, Fisheries, Rural Industrial 
Developwent, Regional Doelopent, and Plantation lira]itries.
Other ministries having a direct inpact on investment and 
producticn inclix1e:Power and Energy; Transport; Local Goverrunent; 
Housing and Cornstruction; Rural Develorxxent; Lands and Land 
Develop -nt; Regional Develocprent; and Finance and Planning. 



I MPLP'IEMENrATION AlR2ANGEMENTS 

GSL {USAID 
Ministry of Finance Project Officer
 

Formal, direct responsb]ity Int'l Econ Coop. Div. Support Staff
 
or provision or inputs........ ____ -


Advise, liaison coordination.
 
N]
Coordinating Committee { 

GSI, and Private Sector------ U.S. Consulting Firm 
Representatives [ & Sri Lankan Expert: 

Investors Servi:e Center 

U.S. Advisor Srl ana 
Sri Laikn Eduational s- IInst. 
Sri LIunkan A.;:;I.. t.|tnugers s 

vestor Services P'v1-Feasibi lity Studies/Profiles t.:nagement Training and 

Issue info on Economy & Investment . ..I..oi-. ttn _ _ _rev-eneur Deveupment
 
Climate. I. Draft .'copes of Work for studies. 1. Update courses in B ,,
 

Administration. 
Assist Investors with GSL contacts 2. Bring studies and profiles program
 

and project clearances, to attention of investors thru: 2. Conduct seminart; and ,-.
 
- investment missions; 
 test new wal.erija ",,: I:
 

Perform role of "llonest Broker" on - trade fairs; case studies.
 
investiment opportunities including - U.S. Ch-amber of Commerce programs;
 
support to U.S./S.I,. Joint Agr. - U.S. Dept. of Commerce Investment 3. Support new coim,-nes wil , .:., i i 
Consultative Commit tee. Opportuni ty Program. aids. 

Provide ForuLm to resolve issues Carry ot studies and prepare . Offer in-plant rpj'r,:|| ip-l.ii.: 
between private firms and GSL. profiles with input from specific for entrepreneurs.interested investors.
labl Bu ess ibrry,5. Expand and adapt on t;iia" ,,,,t 1e, 

Make available Business Library, 4. .)evelop Investment Promolt ion pi-t-eneur p torns.
 

Telex, and secretarial services Program.
 
(latter two on a 
fee basis). 6. Int.roduce junior achit-,,ti.. 

.
ll 'e -. i 

, 



2. Sri Lan~& Trv ,.- ' r: T' Cc.rdinatinq Caw'tte hthat 
assisted in the preparation z rro )crnt (and tc ti'; will carrier] 
over into the .,,u) ,1ntt:or - :nCuej representative,; zrco, 
the Federation of Clhiw.r o Coirerce an' Irylu-tr,, crivLite 
businesses, the Institute o, ChirtrL&r. Accoantrt, an.1 th,t Sri 
Lanka Chamber of Stmll Irku, tries. The IWCD has exxc-.nd.d the 
Coordinating Canrnitteae to inclze reuresentatives fror other 
organizations directly involved with invesrtnent;, :!rorotion, and 
training.
 

A number of Sri .ilnkans will b! directly cnioloyed as 
consultants and experts for !he .roject'., activities. Acdlitiona] 
involveunnt of the private :- ctor will occur unroujh'n:ub-contracts 
to provide inputs (in-counLry cmirir ;, trairiin- courses, .tc.) and 
through part ;cipation an2 c3ration in :.uc!t 1Ct1%Pti(.!: as 
establish,.. r.% of the Investor- Service Cem.-r, unoroved u-achinq o2 
business iranagern-nt courses, etc. Sie orgarizationsi will a!o bex 
direct recipients of acsistance to heln tfwin ex-kind an:i i prove 
their capacities (e.g., technical a sistanct ar.3 vi!:ual aids to 
improve teaching of business relateci bject ). 

The PP anticipateb abou: 522 ronths of professioi.l -services 
from Sri Lankans in the private -ctor "iho w,1 wor: uirectly for. 
and be paid from the pro~ct. Thi i. 'n ,ndication of tJe 
confidence the project designers h.-ive in tht: CjUllity aniiqLuintity 
of expertise in the Sri Lanlun private sector. 

3. The Contractor: Tro? ieadth and ,roooitu3(e of services 
that the contractor must are 1bro bubt not byorl the 
capability of .lrge U.S. con uLti-'-" flrm., .tough the contractor 
my have to go outside its crcar..,.ation for to:r , i The 
size of the contract and the rviture of tl vAervices to 
be provided will attract tho e U.S. !irmi. o . u r:c ent size and 
experience to providk the iervces .... r.ore, ry ffictlties are 
anticipated in contracting , ._i-ctu.'.i . 

4. AID: Wit hit the N o'f fice of 
Project Developnent and 5rj;2±:K ?rwr' ; :r... tr'xon.,ible fur 
AID's concerns and actions. .'o. -n,.-d .pro)vct offic,-r will bh 
supported by the otlhr mit,: ic" .ii , . 
controller, etc. ) in tJae kuAl. i ntr. At thw: t.01! th StD 
ptoject officer will b:. on(: of tv.. :.tint ,rUjL'.t i, vvlcrunt 
off.icers. The ncope of this zojtvt ir :iuch tita the az:-ign d 
project officer will have only lmuit,.d otier dutioti. 



C. Economic Ariai,,si_ 

The rationale underlying tK.: ro.'-:'s Lpiroach to ex.'insiorof the role of the private sector in Sri is onLanka La:en -hbprenise that ioney spent on Lnrrovirig the institutional frar,'or'within which the pri~vate sector operates and enhancino
entrepreneurial capabilities/nanagerial skills will 
 result in riore
growth of the private sector than 
 the saine troney invested in aspecific industry or company.
 

The implicit asswrption is that identification of
opportunities and 
 rpnoval of identified constraints will result in
increased and rore e~ficient prival. sector invcst cent. rre: ."
investment 
 should result in increased production, emiloyuent, arnincorres. It is itoossible to foreca!Ft ,dra: level. of 7cc-itiorn!investment .ould result fran) these projects as that would deoen6upon variables such as (a) attractiveness of identifiei

opportunities; (b)the 
 nature, magnitude, and severity of existino
constraints and the possibility of remroving or reducing then; and
(c)the international economic situation.
 

It is feasible, 
however, tc establish an order-of-magnitude of
what could be possible. If the above assuirption is correct then 
 .
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 nas about $1.5 billion. Using
this sa:- level in the future rdther than trying to guess futurelevels (the GSL Investrmnt Plan-projects annual private investny.ntfor 1982-86 to be about 253% higher that. 1978-81) and assuring thatthe level ot investments increased only 
 1% (extrecrely conservative
rate) as a result 
 of this project, the additional dor .stic private

investment during the four year 7-riod of this roject would be
about $15 million. 
 to"
 

Another approcich would be to assum that on!? 25% of the S56million lower level of investen, fo. a variety of inverrz.nt 
opportunities listed in the i,3thar. Aeoort (Anne:,: I) shouldmterihlize. This wuuld mean about S14 newmillion of investT,nLS.
Either result would be an excellent return 
 for the $4 mllion iID
 
assistance.
 

The IPAD's experience with first andits Snul %,edium
Irdustries Project was that one aew job was created for about every$1,600 of invesuatnt. Hcwever, the average, size loan wis only$6,800 indicating loans to ,ery smill enterprises are very lborintensive. The average capital investirnt xnr vorker in the rmate
owrned enterprises , $4,055 in 1980 vhile th average cost 1per jobfor all rv w projects approved by te GCit (1979-1981) ws $5,450.Ass nirrg an average cost per n w ob of $5,000, $15 million ofadditional investrents would fryvn about 3,000 ry-w jobs. if one uses the experience of the IERD SAt] project of $1,600 pmr job, the
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$15 million would create about 9,4l0 :r, 1ob . 

The increinental capital outnut ratio (ICOR) is the ratio of 
new invest.Tent to changes in outriut. if the I0OR can ii- takan ai 
roughly constant over a particular .period, then multiplyiin it by
the expected change in net investment givec the expected outnut to 
be generated by that investrnent. i\ccordingj to the ;orld Bank, the 
ICOR for the Sri Lankan econom has been estimated at 3.7 and for 
industry at 3.0. The ICOR for registered small and nedimn 
industries is estimated at 2, w.ile the ICOR for unregistered SK-Is 
is 0.5. Thus, the project's contribution to the GDP can he 
measured by the appropriate ICOR. Using the ICCR of 2, the $15 
million of rev investnents would add $30 rillion annuallv, to the 
GDP. The potential leverage of the AID aMsistance is obviously
%ll worth the investirent. 

Another way of examining the economic benefits is to consider 
the alternatives. The first alternative is always to do nothing.
The Mission feels, however, that by 6oing nothing, AID would be 
missing an excellent opportunity. The Sri Lanka private sector has 
much going for it - strong guverrunent support service organizations 
such as GCEC, FIAC, LIAC, etc.; inexoensive and skilled labor 
supply; diverse natural resources - but its growth has yet to reach 
i:s potential. It is, therefore, appropriate at this time to 
assist in identifying opportunities and feimoving constraints to the% 
sector 's growth. 

The second alternative would be to invest $4 million directly
in the private sector as loans or equity. This is viewed as 
undesirable for the following reasons: U) AID's $4 million would 
have very little impact when coapared to the total private sector 
investment; (2) direct investment would not have nearly the same 
leverage; and (3) other donor programs are providing significant
 
amounts of credit for investirents. 

The third alternative ould be a different mix of the proposed
project elements. The proposed inix represents the best judgement 
of those involved in the pvoject &.sign. However, flexibility has 
been built :nto the design to allow for adjustnents ainong project 
elements as may later be indicated by the sector assessment and
 
experience.
 

D. Social Analysis
 

1. Conclusions: The social feasibility of this project (its
acceptance by Sri Lankans and distribution 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 described in 'somewhat more 
detail in Annex P of the Robert R. Nathan Report (not included in 
PP).
 



su.port private sector inve;trient in pra3uctive activties; ()people in the rural areas are acst like'!.' to ultirately. n ­
fran the project; (c) creation of "ob (k-) !:o 9 ,400) and increa .;
incomes are t of the most importan, needs of Sri Lanka; (U) t!iec
project should result in fvre jobs and higher incon'es; (e) 3ri
Lankan private sector participated in the project design throuihits Coordinating Committee; (f) Sri Lankan private sector w1l
participate actively in impleuentation in a wide variety of ways;
(g) the project's activities are feasible within the sccio-cu.tural
envirornent; (h) the project should have a substantial imnact on
the country; and (i) there are no issues that will seriously impede
the social soundness of the project. 

2. Socio-Cltiral Context: Since Sri1977, Lanka has 
pra oted private enterprise through a policy package of "economic
liberalization" designed attract andto local foreign private
sector participation in its develozent. The private sector has 
responded positively to these stinuli indicated by the table
as 

below on the registration of new companies in Sri Lanka:
 

1976 264 new companies
 
1977 319
 
1978 624
 
1979 796
 
1980 966
 
1.981 1,030 

Past experiences in Sri Lanka and elsewhere show that in theearly stages *of nodern industrial develocment, entrepreneurial
effort tends to be confined to narrw paths. A major safeguard
against risk is emulation of the pioneer. This often results in
the growth excess in few andof capacity a industries
under-utilization of the overall industrial potential of tre 

ar 

country. The frequent experience in Sri Lanka is that once a
particular industry is established by pioneer entrepreneurs a a source of financial profit, its adoption by others occurs w--th
remarkable rapidity. Private road transport services beginnin3 in
1980 and industries that are ancillary to tourism are illustrations
of this phexmenon. Another involvesexample the January 19821
highly successful opening of a Chinese restaurant in Colonbo (theonly quality restaurant outside whichthe major hotels) us quickly
followed by about a dozen new restaurants featuring foreign
cuisines. Several of the new restaurants just as quickly %nt out 
of business.
 

3. Beneficiarieq- The impediments to private investment whichthe PEPP seeks to remove are rore formidable in the rural areas
than in the urban areas. For exwrple, the Colombo area accounts
for 75% of the registered industrial units and 97% of the grcs
value 
 of industrial production in Sri Lanka. Since the sector
 

/\
 



assessment will aicnhasize . L'e;'_.,t?a'e lozaU ::.ri&U' anl" 
create the most jons, -,'.Vz:rn: C!)rortunities are ,iore l.',' t.­
be in the rural areas ,nere the raw .Taterials, agricultural
production, and Most unt-,noyeC jI-ope ara iocate. If thi 
pattern, in fact, shoul1 occur there .hould be a fiore e.mal
distribution of incoue resulting fran the project beca ne creation
of jobs for those who are not now working full time for taryes woulrd
help a very poor class - the uneTployed of the rural areas. With
project emphasis on agro-industries, it can be shown that as agro
processing and marketing industries are created, they in turn
provide a stable demand to farmars for increased production as all 
as alterntive sources of employment. In 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 coamunity. 

The data in Table 2 of the social analysis (Annex F)
illustrate the urgency for prograMa to create new jobs while
economizing on relatively scarce resources such capital andas 
foreign exchange. Since the private sector provides atout 58% of

the jobs in Sri Lanka, it must expand rapidly if the country is to

substantially reduce its high unenoployment rate of 15%. This

project is designed to pranote investments that lead to rtore jobs

being created, thus a major portion of the benefits 
should flow to
the unemployed and under-employed. As indicated in the economc
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
Canittee. Their will alsoparticipation continue in theimlementation stage their
through representatives on the

Coordinating Ccaittee (see Irrplementation Plan). Individual
investors would participate through their use of pre-feasibility
studies, industrial profiles, training, the Investors Service
Center, and other services to be prcivi&ed by the project. Workersand consuirrs would participnate indirectly through the new jobs and 
new products made available for local cbnsurrption. 

5. Sccio-Cultural Feasibility: That the people, in their
roles of workers, consumers and investors, readily accepted newdevelopments and established new companies at record levels is
perhaps the most obvious indicator of the absence of a fundamanetal 
conflict bhtween private cnterprise and the ethical andnorms
socio-cultural values of Sri Lankan society. For example, there is 
no evidence of any popular "consumer resistence" to theincreasingly important role by thebeing played private sector in 
an area of the economy which %%s once the excltiive domain of the
Governrent sector (public tess transportation). 

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



Lt:7:
ju:--ification frar, the coun,:r,"- !- a× =-riJ-rnce-, dit.= -_ 

nromoting cooprative aria cci:;anc, l*nt _rprise in acricu-:1'ze an_ 
industry. In general, these collective ventures failed ori Iari'lv 
dje to their failure to imbilize ocular enthsiasri an,: suror. -:cr 
their ideals. In addition, the country has inen reiark-a ly tree 
fran industrial disputes and agrarian unrest during t,.e recent 
years of expanded private sector activity cespite enhanced freedoms
 
granted to political opposition and high inflation.
 

The components of the PEPP focus oo certain key areas of
 
supportive services which have hitherto remained inadeq-uate or 
ineffective in providing the required incentives to prospective 
investors. Thus, the project also iscoimplementary to the current 
national policy and strategies of inustria! develo.o .nt. 

6. Irroact: Actual job creation frcin new invest-nents defends 
on volimtairy decisions xisde by different groups of investcrs 
regarding location of plants, skills and numbars to be hired, etc. 
The nature of these decisions cannot be accurately predicted at 
this time so a precise identification of the beneficiaries and the 
magnitude of benefits that should go to them isdifficult. 

However the production and promotion of pre-feasibility
 
studies and industrial profiles about new opportunities for private
 
investment, together with efforts to reinove constraints fran
 
investments and provide incentives to invest in new ventures,
 
should result in irore pioneer entrepreneurs who start enterprises
 
in areas now being neglected. 

7. Issues: A critical issue 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 contains 7afeguards against najor changes in
 
the political system as well as safeguards for foreign investment.
 

F'urther the recent reelection of the UN government for an 
additional six years provides confidence that there will oe 
continuity in the liberalized market oriented policies of this 
government. 

A second issue that will greatly influence the size and 
distribution of benefits is vhiether investors will start uo new 
ventures outside the Colombo area. cwt of the investors, skilled 
workers, capital ard physical infrastructure are locat2d around 
Colombo. Therefore, it is only natural that investors seek to 
start new ventures in the Colombo area. However, the GSL, through 
its decision rmking functions to grant or withhold approvals and 
incentives, will, as well as this project's rural bgricultural 
emphasis, encourage new ventures in the rural areas of Sri Uiankn. 
These factors will b-e taken into consideration in the sector 
assessment and the reconeridations on placing incentivei on 
investment >portunities wfich yield the best returns ( m 1lopr:nt, 

!
 



E. EnvirorrrntaI Concerns
 

The approval of 
 tile P1D by AIDi/ , in ­ u!-ted the finjin3 thatthis project does not reluire an Initial Envirotn.mntalan Envirow.ental Assessment or Exi,.nation,an Environwental poer paragraph 216.2(c) Impact State.entof AID Regulation 16.components of this The principalproject (studies, TA, training) will have
significant effect no
on the natural
pre-feasibility studies 
or physical envirounent. T.e
will incl~xe possible ipactsnatural and physical envir-owreit on the 

rules and 
and co,rPly with Sri Lankan lawes,concerns nci in, an, that !i4ght ix issue3 b., therecently established Central Env.ronnY 2- Authority. 



A. .ithodolc cr.' fc:)r C ~. 

The evaluation will c':'ina several di ferent aetW2od ies tn 
evaluate the different coirponents. The qL-stions to a-- anr:.. _red b, 
the evaluation require four kinds of information: 

1. Initially, baseline data on manufacturing enterprises an.d 
on new enterprise developnent in Sri Lanka follor e., by the 
corresponding updating of this infortation annually for the life of 
the project; 

2. Data on the conditions and chano s c 1 L ine sses s: %,=, 
the various components of the project and by a "control groul" 

similar businesses not assisted; 

3. Information on the inplemnntation of coimolerentary 
services by institutions involved in the operation of the project; 

4. Expenditures under the AD-supported project as a whole 
and by its various project components. 

Usually national data do not provide the basis for attriLution 
on any large-scale irovenents or other changes in the economyw to 
relatively modest projects such as the PEPP. Conversely, data on a 
particular group of project participants usually cannot be exoanded 
into estimtes of national paraireters as a whole. However, it 
would be possible to provi('.e the-first two kinds of information, if 
the data collection is coordinated with the Annui 1 Survey of 
Approved Irxiustries cor3ucted oy the Ministry of Industry and 
Scientific Affairs. 

This survey is an onocin- oovernrent effort which collects 
datd on the numr.ers and tjTY_-s of, injust-ries, their proruction 
capacities and outputs, problE % faced b,' these' industries an, 
their future investnt ',::ar. f.ull scale srvey ',as carried ot 
in 1977 and 1980 and tn6L ;1:ry plans tz concdct anot:er fu,_ 
scale survey ir,early i.83, u_::ro 192 as the base year. A 
supplemntal sanple survey of -'(and basically sall) 
industries will have to h? carried out on firms too small to 1e 
included in the Survey of Approved Irdustries. 

The collection of the baseline 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 1xirticipants in the training 
courses will be carried out by th ccnsultant also. 

In 1985, the Ministry will again conduct a full scale Survey 
of Approved Industries after vrnich statistical analysis will Le 
used to ancertain whether any henefits in siles and &ployment can 
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be a:tributed to the input! provided by the PEP!,. In effect,
 
the use of statistical teclniques such aF analysis of variance
 
and regression analysis will enable the national survey to be
 
used as the statistical "control group". In 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-feasi­
bility studies, and the other components will not be determined
 
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 years 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 
cf the ISC; b) review the activities and programs of the center 
,c detervine their responsiveness to the private sector: and 
c, assess the willingness of the private sector tc assume its 

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 ialyze 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 annual informal evaluations or
 

reviews to: (1) make recommendations for any improvements in
 
project implementntion;' (2) prcvide information for the develop­
ment of a follow-on project; and (3) update the assessment as
 

needed.
 



In addition to the usual mn'i_.;cr.s con,:(rr:n_. ier.ion 
and authorized represent.i'.wE! t ,, . s..eci~. z-,fz-%on
and covenants will xe included in n -soztiating t,e proviczor.- cf the 
project agreerent; 

A. Condition Precedent to Initial Disbursenmnt:
 

The Cocperating Country will appoint a Coordinating Cam-nittee 
to advise and assist in the implerrentation of project activities. 
The Ccnmittee ray be con osed of representatives fran the 
apprcpriate organizations of the private sector and the Govern.ent. 

B. Additional Conditions Precedent:
 

To Initial Disbursement for Pre-Feasibility Studies an% 
Investment Profiles: 

The Cooperating Country will establish criteria, satisfactory

to A.I.D., for selectior of potential investrent om.coortunities for
 
which pre-feasibility studies and investment profiles are to be
 
undertaken. The criteria will take into account such factors as:
 
(a) identification of potential investors to participate in and/or

share the costs of the studies; (b) the use of' local raw materials,
 
especially agricultural products; (c) export poten-aal: (di ratio of
 
labor to capital; and (e) introduction of appropriate technology.
 

To Initial Disbursement for Project Activities other than 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.I.D., for the development of the private sector
 
based upon the recommendations contained in the sector assessment:.
 

.. The Cooperating Country will 
take. all rece.;. ,r, actioy.:

(i.e. legal ard administrativei 1to bri rg into x.;-ter*v X:!. p:-,MOl 
an investors service center. The ront arid furiction, ta.i c[,no 
level and type of financial and administrative supporl tal arc to be 
provided The center by the private and public sectors will] be identified
 
to the satisfaction of A.I.D.
 

C. Covenants:
 

The Cooperating Country covenants that a]] necerary actions 
will be taken for the timely implementation of the Action Plar. 

http:represent.i'.wE


A 

" 4 ---TELEGRAM 
MMNE 

FM SECSTATE WASHDL
 
-TO AMEMBASSY CLOIO. PRIORTTY"25-3- 1/-- .
 

INFO BT I ,)
 
UN(LAS SECTION 01 OF 02 STATE 135799 7'
• MII 	 AD
 

,AIDAC 	 A ' 

E.O. 12065: NIA, PU£S
 
'OL , AG S ;:
 
CON 	 SLLDJECT : PRIVATE ENTERPRISF PROMOTION C383-00S2) ge,
 

APAC RE VIEW 
 '
 
EILAIJ
 

COM,1 APAC MST TWICE" nN APRIL 2QTH AND APPIL 30TH,

COMM €tOPP.(VIt3 SU..JCT PID WYITH AnJUS T'ONT IN SIZE AS T£..
 

CONS - IN Pt.RA 6P FLOW. ;
CM 

AoMrM 2. APAC CONS!DEPED Pln TO PE IN LINE WaITH THr Af)MTN-

Gso ISTPATION'S POLICY OF ENCOURAGIN3 PRIVATE SECTOP
 

jNVOl.V.MENT IN DEVFFLOPMENT, A qUwBTQ O r* POSITIV
 
e FEATURES WERE S.PECIFICALLY NOTFD, INCLLO3I.W T4F
 

,P.F.q.qT SRI |,ANVAN GOV7QVM.f..NTS o mmiT !ENT TO INC .rAq­
r OrERl IR3 THT. ROLF THE POIV4TF SECTO9, ITS W!I.LTI 4rgs
 

CPU -,- - To OM]ry TYE POLICY bNO REGLI .TORY r 4A"EWORY, AND
T_.._DS___UT CITICAL CENTIV. AS NECESSARY TrO ACHIrV.
 
MED DrSIPP OTJECTIVERP.AS MISSION PEP NOTFn,
TH : 	 3PTLY 


PROJECT IS DFSIGN--D PO'?NCIPbLLY TO HELP OSL TO 
Ncolc I) .4T~rYTD . ADPROPPIATF .'. TO T~raqURES !MPRCIV---


INVESTMENT CLIMATE AND ASS!ST IT TO MbI '.THE 4rl.rTQARy
 
-- _,_____ 
 ADJ U5T".ENTS 
AID 

3.'____L.E IT WCOONTZED THAT A CERTAN AZUNT Or 

51' 'JD Y AND TECHNICAL ,f3SBIS7'-C- WILL pFr O-,mU.P-l pr Or 

DAO PE.Cl;IC ADDITIONAL' 7f)%r-:cTMNTS CAN'Pp .DyrCTED 05.AoI RESULT Or THIS EFFORT , APAC WAS NC-.ND THAT PID 
IS TOO IO'. HEIVY UNOT- O' PECTORAL STUDIE. AN rL6-
NT!VOIy LIGHT ON CONCRETF I AUTERVENTIORS. PROJECT 

TELEX DES1N SHULTU POPtEREPREIIE JUSTIFYTHE A.LU IN 

_-R TL" SEC70R A5EOSSV,,TENT AN3 S.CT0.4 STRA'..-TY ANC


fA.LROOM !- .H.S-!LE SCHED[LS TrS. STUD! S FOP, CONPLLTION
 
CITHINJ 0 .C,.AP .ITI P CINTOACTOR ARRIVES IR 5 H
 

LANY , SO A5 TO OSTAIN TIT-FENEFIT OF TI{TlP C-.4CLV-McITNS EARLY IN THE PROJECT. L .'ISS ,P TOJLC.
 
SDFS!N SHOULD EIS ASTG . CONCrT.S TOR%.;-
D 	 P1OP 

N1ONS, SUCH AS TRAININ AND OTE ACTIVITY DES13N (IN­

4. A C AF C0NCET34SP OV A UNT ALLOCATEDTA LAP.3 


7 TOr P.Rr--F.ASTTL!TY STUn!£.S, DARTICI.P.ARLY IN LIOHTO AID'S PAST FXrPjrNCE VITH POOR FOLLOW-P ON SUCH 
CHRON "rU.IFI. AA RECOGNIZDF THAT 5CROAT MARV-_T O 

r
£F.R IS PLANNED FO, THrsF STUDIES, BUT NEVERTHELESS 
rELT THAT A TRACV RECORD OF SUCCESSFUL FOLLO-UP 
SSHOULDBE ESTATLISHED BEFORE FULL PROPOSED ANDUNT IAUTHORIZED TOR THIS COPOF.INT OR THE PROJECTJ SINCErTLXci' SU'UDIE ARF EXPECTED EVENTUALLY TO LEAD TO 

PRODUCrTVE PRIVATE SECTOR VENTURES, APAC FELT THIS" 
COMPONEN SHOULD BE LOAN-FTNANCEDo ESIGN TEAM 
SCOULD REVI AND DISCUSS IN PROJECT PAPER THE 

S BENAICIARIESIN THEPARTSICIPATTON OF PRSPECTIV 


Bestt­

http:P.F.q.qT


.-	 COST OF TE PRE-FEASIBILITY STUDIES. InJ; LA^.r.L l U 

EVENTUALLY TO ENEFrIT FROM ANY RESULTINg3 INVFSTM.NT 
COULD-CONTRIBUTE FACILITIES, STAFF OR FUNDS, ANtvOR 
MIGHT BE EXPECTED TO SHARE COSTS OF STUDIES THAT ARF 

THE LINES OF THE COST-SMA,!INUTILIZED--ALONG 
PRE.PRACTISED BY OPICt TOP AND 

,. - . APAC RECOGNIZES THAT PAPASTATALS ACCOUNT FOR A 
_

LARGE SEGMENT OF TH- SCONOMY IN SRI LANVA, THAT 
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Z.32 02 13!799 	 ioNxAS r,---T YON OF STATE 	 B&~ D 
AIDAC 

CAN BE DEMONSTRATED. USAID FY 52 OY IS bEING RE­
" "-VISED TO INCLUDE DOLS 1., MIILLION 503 GRANT AND
 

.:DOLS !.5 MILLION 10G GRANT FUNDS. USAID REP Cut-

VEYED Gf.r VERBAL REQUES, THAT ENTIRE )'ROJECT BE
 
GRANT-FINANCED.
 

7. THE PROJECT IS IN AN AREA IN WHICH THE AGENCY
 
HAS LIMITED RECENT EXPERIENCE. PPC AND PRE HAVE
 
BOTH REQUESTED TO REVIEW THE Pc bEFORE IT IS AUTHOR­

- IlZED. ACCORDINGLY, AND I1 LIGKI OF STATE 883 54,
 
APAC DECIDED THAT PROJECT PAPER StOULD BE AUTHORIZED
 

- IN AID/W. 

8. MISSION REP HAC INITIATED DESION EFFORT. ROBERT
 
NATHAN WILL UNDEPTAKE THE DESIGN OF THE PROJECT,
 
UNDER ITS IQC WITH AID.' FYI, ARTHUR D. LITTLE,
 
WHILE EQUALLY QUALIFIED, HAS ALREADY EXHAUSTED ITS
 

.. QUOTA OF IOC CONTRACTS FOR THIS FY. END FYI. 

http:INVFSTM.NT


9. PLEASE NOTE THAT AID'S LLTIMATE 0PJECT VE " Ur
GOAL, REMAINS THE ECONOMIC DEVELOPMENT OF.SRI LiNYif;
PARTICU',..,IRLY ItN THE SECTORS OF IN,El:EST T.O"AI:i...,::"
STRENGTHENING THE PRIVAE SECTOR, Atdb INCREASING ITSROLE-IN THE COUNTRY'S DEVELOPp1EtT, REPRESENTS ONEMEANS TO TH;T .ND, AND THE PRICIPt , PU.PO5E 0F THIS 
POJEcT. PP ArID PROJECT DE'IGN £ L RE R.T THIS
 
DISNINCION, AND .CLECTiu;:
SBPROJECT ClUITERIA 

,CU..D ~ALSO RUFLECT THE .DEVELJPt EJT.L CU.JECT.!VES OF 
T1HF PROjK'. £TOESSEL 

3799 

LAkD/WSI LAVMS CXf2*M ON PID ISSTS 
Toim i, "Conoen with the amout prpsd for the sector waeait/strategyand that itbe 
ompleted within one year aftar c&etractor arrives". Cawt: TheSOctor Amafutsmt has been reroved from the project and has been started using

Pvogram DWe1opem t and Suport funds. By starting ths Asamit at this t.e,its findings and re=mo dationa will be availale for UFe in the earlyiIplaenntation of this project. All parties (Codinating ccmnittee, UAID, AIDA)have cultred in the saoa of work for the Aasmamnt and firld the futding and timing
of the work to be appropriate.
 

Issue 2: "Cncern =m~ot allocated for pre-feasibility studies".Cauintt The amonit for pr-feasibility studies and industrial profiles has been
r6edued fran $4.25 million to $1.0 million of the AID assistance. 

Issue 3: "Concern with possible as.ist.'nce to parastat&ls since erTphais shculdbe on the private sectar". Ccvent: The type of possible aid to parastatals mentionedin the PID is not includd in the project design. 110 mbatmtial wrout of technical
assistance or training will be provided to parastatala. 

•Bost Aralhable Docu,0e 
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I.ssi r
IT !t ::i: s i!: ness ii:f ?
: =roject' d7-:itn 

modiiedddrssto oncens nO gidace from: theToue 
Apropriations sub-onnittee, and AIDI in September -,,Octoe$1S
(Leter from Chairman long to AMD APx~rnistrrstor, S t. 23, 1cV2; 
State 279571, Oct. 4,1962 an,! Stare .,,lOctober 16, l9F2; 

IStaff Director Powers visit to Colcrmj,11e, 1982; and. letter 
from Mr. Wedel, ASIA/PD, 1?emnb_- l ', 19,32). 

1. Studies: Sa."e concern 'a epressed that the project %. 
miostly studies and many might du:lich.te stludies already 
amonowt of aid in the project now ieinn planned for stulies' i.1 muzo­
ess because the sector assessment Li-bein. fin.ance6 outsie th.­

project. Care will be taken to prevent d'plication of studies 
The first task of the consultant will be to identify and uee the 
studies already made. 

Areas of further specialized review will be identifien9 by the 
Sector Assessmrent. Such areas will orclably lead tr) increase.~ 
dial e with the GSL on policy or reulatin- chanzes ;.*ich will 
improve the investment climate. 

2. ni+ltA"2. . There %as .. concerT. iato,. t.he e,,eniv. 
exand ie of consultants, should !:,. we"pensive and that the fudcs 

"to do something". .The. ISRD and ADIE are providinn substantir!1 
amounts for investment lending (about $80 million to date - F, 
Amex J) Therefore the lirritee amrunt of iJ'l 
contribute far more to the eqp..ion. an ir. rovants 
private sector if they are tmed t i-Irnp .' i..t-ne., c irt.-
The $4 million grant/loan vuld bW wry l, t 4,i!er . 

conared to IBRD - ADBs $80 million or te,, .of 1' i -+..: 
dollars of private investments alreaidy 6, ifwi t"4- M7C fui .t 

are properly used to bring expert a~vii- an etI.rie(M"U. 
and Sri Lankan) to the Sri Linlm, +..,rrr,,,. at, ;rtr sect,, 

resulting "nefitofficials, the • :ill " Lr'" ". roater 
reaching than if-usecl to buy mchinry for onf or t+o plants. 

T1e cost of U.S. oonsultann'r i-D a f,4ct or life that 7LID 
contends with in every project."i,',ldhIx cost 
lower if individuals unler p~r::,t.:.,; rvc'.. contracts (P.4c) wro 
used instPvc3 of a 3,^rqge U.S. I-I, : ' " offset by the much 
higher AID adrni.trativ, co•ti vtr', tir to identiffye 

,
contract with, supervise tinw :*%':c. i... iiual: (,-(about 20 U.11% 
+and 36 Sri Lankans widt .. . r_ .:f'rtiL The vnrlond o'r 

the WAID staff would be nmi.1 )incr '.. cavr thety iould he h to 
directly supervise the mrany aclvivor~ to ta o!~ dialint only with 

o! variJ ). 

Available Document
'Best 

http:du:lich.te


thc~a of'rarty E~i m:%iortn ei f PSC rv,,',r than 

firms are used*, th9 Sri Lwann' uul Yit )iAv the3 benefit of the 
institutional ties and contAct4. Tlwso contActl-,# A4ili AIE, does 
not have to the saw extent as a larger U.S. !irme will be' 
essential for 'sccesf ul investrnt aw4 export pwotion, 
activities, revelant and current pmr)et rssearob, an, 

onini1ty/aonsistancy, in the mngnttraining-entreprenourial, 
deeomt - lmet 

An Jbi~rtant objetiv* of the contract will be to. wsnd ths 
ability of the service center to tap informattion and U.S. promtmon. 
nechaniamv.. 

3. a~MeiLciaries President Jayawmrdena ha said irany times 
that the first three cevelopent ob actimu are jobs, jobs jobs.I 
This objective is uneritarable since the Iplyi nt rate is 
about 15'.. idditional investinents reotulting from this project will 
create thousands of jobo. bhll ame job will he taen by uied. 
people already onloyed, most jobs ane likelyto be for the 

vuw~oe. 
imnagement and. nntreprenour ailav ooe~1saesn'
semi-asdlied and unskilled labor ursetl 2nainng in 

eITpaoyable. Better Imsagers should moan axr profits houldh,' 
lad to additional investrents and jobs. The nutors of jobs that 
might be created, their locations, types of. skills needed, and 
types of poople w~lyed cannot be realisticAlly estinae as they 
%rpenxl on nany invetstmet docixiorw voluntarily us~e by hundreds of 
',oivate investors. In addition there is wri. Uittlt stetifticed 
ja;ta about arloysw~t in the privat. sectr. Thic is die.-sed in 
rore 6stail it, Part V Section D (Social Amnlyis) ant.AmV 7. 

In aition to nw Jobs created direly (y lntivet mt 
resutin frrom thir ycoject, €imny thet4 jo swll butiesses 
wil bo crwted on the soconry level. * woexWanlec, a plant rut 
;;.,o ir. h rural area trt pvocoi 4 W.c for vqport c"-ull 2W$ to sore 
buiness for estalisWe firru and indivl&Wa2: crmatio, e. ntow 
bucintss activities (sostW very wvll tet moet Inrt" mods) ard 
!.Ir# Jay. bPcaUwes (a) farmers to a r foe !o tl"" plant 
would nepe. tore inputs (seeda, fo lam, labor. eto.)s Wb raw 
rnaterialt needed by the plant and the plant't £lnLchewS pro%=ct 
%toulJ need transport services; (c) the plant Wu14 noed Rany lnaul 
services andl aterials for its cperations a&W (d) increaed 
payroll for workereWo the aea sald pt me mmne into the local6 

~con~,thereby Increasing e6mand fcw od and servifc Ipread 
of c0. Thus# an investment in on nov plant can hewe a OrIMple 
effect throughout the economy# creating jot* nsede for the ew 
plant. 

4 m f*T ni6 Tte onse-w-7 is the' wana 
trakining its qrsesty woed aS 0=l4 to a nz*jo axiomnt th 
project. oeranthird of tne granti.* i danOto bs ured ftr 
training. Preliminary indicitiom are that this a~wt is very, 
wnall in relation to the needs. Ikcorr autre cohenie 

Beat Avaclu'blE DoCumealt 
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7 5. Investors'service Center: The Sri (publiceLankans andr 

private )--now- recognizZS the nee-7for ~this-Center -to-be---createdas!­
soon as possible. Therefore its c t s cnditon precent

assistance igwill receive a oj~et of,s projectcally.ofuu i.to .. , .. . pr,,nay.... ' ... anc...deit ..... folo- onm:a'jor part e i r.;:Previously, the Center uas expecteci to be created at the end ofthis project.
Imlnagerrnt tr aint :ini t n:.£r :~dIh::fll 0 r.t:: 

C. Self fir.ancinq and sl-aurtn: The AIE; proiectconponentc, other for the Investorithan Service Center, are tc
help on-goieji programs of selected Sri Lankaon public ancl privni.-
sector organizations. . areThe Alt") func3, .tict in addiion tztheir operating b~idgets, are to prov'ide one-shot infusion of
technical service, training, and equipment nee, ed to' greatly 6.xParand inprove services needed for increased private invesu-nnt inproductive enterprises. One exceptiont however, tray be the 
. nageent institutions for a follow-on proj..c.r.ic, training
aight be mueded. Since~ the Investors Service Center doe~r not yftexiset, a considerable part of its initial c~mratin.j epenres, ".l11be 'covered 1bt) -AID funds. Tloowver, a featirre of its estmhliShrentmust be support froir private (a-i lrhapr public) sourCes nn,-5 plar.ffor income from services. 

7. ±P.±irn f1om~ Thco sector &sezcment will Iny t",orvan~morI for policy dialgue am]i provide an analysis oli nter-relationships of governent 'cactions, policies and -,rogra%.c.- private sector investmnt. The Coordinnting Corrnittee provir~'ra nee:kd forum for a dialrxjue tetween ciovernirwnt anl privatasoctor officials. TVe wtrk of the * mnsutints, :(U.'. nn r~i rLankan) um)er the project, as~l aT tho soctor assement, win­prockde the Coordin'itin; Ccrwdttv? anA thi- mL with the informnti-s,
tind analysI3 nedee6 for conptructivjr discu.-6int. UXAlr ~ izai bsirgcr' on the Ca~mitto'! am'. in c',,rryin.7 oL. uulIcj~wo~nitorino functione, vill be discwsiunj polirt isstta al An.7 
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AN= C 

STATUTORY CHEGIST 

5C(l) - COUNTRY CHECKLIST 

Listed below are statutory 
criteria applicable generally to 
FAA fund&, and criteria 
applicable to individual fund 
sources: Development Assistance 
and Economic Support Fund. 

A. GENERAL CRITERIA FOR COUNTRY 
ELIGIBLITY 

1. FAA Sec. 481. Bam it bten No. 
determined that the 
government cf the 
recipient country has 
faled to take adequate 
steps to prevent narcotic 
drugs and other 
controlled substances (as 
defined by the 
Comprehensive Drug Abuse 
Prevention and Control 
Act of 1970) produced or 
processed, in whole or in 
part, in such country, or 
transported through such 
country, fror being sold 
illegally within the 
jurisdiction of such 
count:y to U.S. 
Government personnel or 
their dependentc, c: 4:oi 
entering the U.S. 
uniawfu ly? 

2. FAA Sec. D c . ::: t! th-- bent ' .;','f,..v. 
4sa:stance it to a 
government, ir thf, 
gover.nnent lia!ltLc 
det-tc: or uncondit:icn: 
guarantor on an.y dezt to 
a U.S. citizen for goods 
or se:vices turniched ;r 
ordered where (a) zvcQ 
citizen has exhauetid 
avai:ah~e legal r&- :ir 
and (b) the oebt :r n:: 
den:ed or contest= t. 
such gove:nnern-? 



----

3Y FA See I	 42-W 

4-~ ~~ ~ ~ ~ ~ s s i c 1F4 to'4 a 	 444-4444 ,4 ~ 
4 4 

4 Y4'~A '~444 4' i'-­~q4. 4~ 
Y (incuding gvernmen 

~~aece 	or subdivisions)44 44 

tae4nyato 4 4 .hi'

4	 ha Zttftt . 
na ' t4io4- -- ,44ngf; 

44 -x rd r a i g or4. .4 '4~44 

4. ~ ~ 	 ~ ohews sei4444444-~44iq 

~~~~o 	 n rs i or co t o of4.4A, .. 44' 

F4pe of** U.S.4 t ci44e 

4444 4<4444 

-- ~wihud'b -t4n 

4-4~~o 	 entitie 4 f444 

4~in stp todichrg
 

it obiain toward..4
 

suc ciizn oratii
 

4. FU 53 ) (20(44
44c. ( 


4	 4~~~~~j 4 ~- m cr sc. Lv---- 44 ,j44~ ar at -4.: .444> 4 

513. is4 	 , 4444~~444.~~A4 
Fi4 onty p 	 on 

bepotdtt	 'aitac 


-19 1L i 	 o C.L 44,o 

Syr 4t,~Vietnam, 

4 44 ______ !ram istan or to .4 

agencie 	 forsbdi in)

-ataknanictionor
 

4 ~ 	 nas)es tr o
 
nactionfzing,
 

property o .. ctzn
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7,, M See 1 4M Ha h o 

countr :&we to ente 

int an ageeenwt
 

FA Sec ~ 4,.o 42( 
'4ix *r.4n' 4-tet 

44 Of 1957 as~ Ame44 

(A ,444Set 5. H47.0athe O 
cou ntry seized# toret 

LL2JU______ agaient# anyh_____santoan 


4' --- 1,?- fihn ctvte 

4 ioseI 80 ny oany

deduction regairtd by the
 

Fishermen's Protective 
Act booen made?
 

IorogsatIO Ac Sc* 

'4- 4recipient country been in
 
defau.lt for note thin six
 
months on interest or
 
principal of any AID loan,
 
to the country? (b) mat
 
tho country boon in
 
default for more tnan on*
 
yw8 on.interest cr 
principal on any U.S.
 
lean under a program to:
 

4' which %he &ppro~rttcn
bill appropriate# fuinda?
 

isdoeve. pntnt :06n 4r
 
!:C: Zcorncm&C £upprt
Funds has the
-Ad:~nistrAt~r taken into
 
account the Amount of
 

Country hat spent CA.
 
4' military equipment?


Otot rence may be made tc 
Cho. nnual :&K#ing Intc
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negotmate answenere
 
ite icle un s
 
rsumption?* cu.
 

12.1 se.Z&L*IULL. What &Ithe6 sama 
dipoaricelsatiosof the
 
theblitedonts? It
 

tin bre
sorr Isv rs
 
wresudan atetnew
 

dilterilnashestanen
 

tentered
 
into Csieaio much
 
netaide tnd 


4Jd~faiiiiyiiaiitu o the alee 
obiaios? zt thetUn 01&=t astbt 
#outr ifinarrearsWhL ,tcrt= r 

graninsuhanctarygelVj:tu wo*wt terMM 
poeintat Aoaoony p -f fthe An- dt:rl . .4U 

(terc7 t ieuindterntioa ayudItiw: 
as thde toutre aiedor toIo ntlnzi 
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to disassociate itself 
from the communique 
issued? If so, has the 
President taken it into 
account? (Reference may 
be made to the Taking 
into Consideration memo.) 

17. ISDCA of 1981 Sec. 721. 
See special requirements 

for assistance to Haiti. 

e 

B. FUNDING SOURCE CRITERIA POR 
COUNTRY ELIGIBILITY 

1. Development Assistance 

a. FAA Sec. 116. Has the 
Department F State 
determined that this 
government has engaged in 
a consistent pattern of 
gross violations of 
internationally 
recognized hunan rights? 
If so, can it be 
demonstrated that 
ccntemp1ated asrirtante 
will directly benefit the 
needy? 

No. 

2. Economic Supoort 
Conrntry Cr:ierl 

Fund 

a. FAA Sec. 50:B. Has 
.t been de'erinte. that 
:ne country has ergaged 
in a consistent pattern 
of gross viclation3 of 
internationally 
recognized n am : :ht: 
:f so, has the country 
made such sirnificant 
improvements in its k.utLn 
rights record that 
furnisning 3uch 
assistance is in the 
national interest7 

A. 

nest Avaiia~io Docuxrn
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b. ISDCA of 1981 t Sec. 
 Not applicable
7 2LS . I ESF is to-be 
urnished to Argentina,

has the President
 
certified that 
(1) the
 
Govt. of ArgEntina ha!
 
made Significant progress
 
in human :ights7 and (2)

tnat the provision of
 
such assistance Is 
In the
 
national interests of the
 
U.S.?
 

C. ZSDCA of .9BI, Sec. NOt anlicable.
 
F)_f. - "ESF 

aSSIstance is to be
 
furnished to Chile, has
 
the President certified
 
that (1) the Govt. of
 
Chile has made
 
c:gnificant progress in
 
human rights; (2) it isin the 
national interest

of the U.S.; and (3) the
 
Govt. of Chile is not
 
aiding internatiozif
 
terrorism and has taken
 
steps 
to bring to 3ustjce 
those indicted in 
connection w :h tne 
murder of Orlando 

Ldtt:1e3
 



5C(2) PROJECT CHECKLIST
 

Listod below are statutory
 
criteria applicnble to projects.
 
This section is divided into two
 
parts. Part A. includes criterla
 
applicable to all projects. Part
 
3. applies to projects funded
 
from specific sources only: B.1.
 
applies to all projects funded
 
with Development Assistance
 
Funds, B.2. applies to projects

funded with Development
 
Assistance loans, and B.3.
 
applies to projecta funded from
 
ESP.
 

CROSS REFERENCES: 	 IS COUNTRY
 
CHECKLIST UP
 
TO DATE? HAS
 
STANDARD ITEM
 
CHECKLIST BDEN
 
REVIEWED FOR
 
THIS PROJECT?
 

A. 	GENERAL CRITERIA FOR knuqECT
 
1. 	FY 1982 Appropriation Act
 

Sec.' 5231 FAA Sec. 634A;
 

(a) Describo how 

authorizing and mppro­
priations committees of 

Senate and House have
 
been or will be notified
 
concerning the projecty
 
(b) 	is assiatance within
 
(Operational Year Budget)
 
country or international
 
organization allocation
 
reported to Congress (or
 
not more than 81 million
 
over that amount)?
 

2. 	FAA S ee. 1{(e). Prior 

to obligation in excess
 
of S100,00, will there be 


a) Congrssimonal Nottication
 

b)Yes, by the Congressional Notification
 

a) yes
 

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

3. FA A Sec . 611(a )(2 ). If 


fiiHeYrlegislative
 
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 assistance?
 

4. 	FAA Sac. 611(b) PY 1982 

on Act Sec.
 

51. itffor water or
 
i-ter-related land
 
resource construction,
 
has project met thi­
standards and criteria as
 
set forth in the
 
Principles and Standards
 
for Planning Water and
 
Related Land Resources,
 
dated October 23, 1973i
 
(See AID Handbck 3 for
 
new guidelines.) . 

5. FAA Sac. 611e ). If
project I, caepital
 

sasistance (e.g.,
 
construction), and all
 
U.S. asaistance !or it
 
will exceed $1 million,
 
has Misslon Director
 
certified and Regional
 
Assistant Administrator
 
taken into consideration
 
the country's capability
 
effectively to maintain
 
and utilize the project?
 

No l egsla1tveact 	ion inmrq uired. 

Not spplicable
 

tot applcabe
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6. 	 FAA Sec. 209. Is project No, howsrot nrsama financing
susceptible to execution activities related to the project.
 
as part of regional or
 
mulLilateral project? If
 
so, why is project not so
 
executed? Information
 
and conclusion whether
 
assistance will encourage
 
regional development
 
programs.
 

7. 	FAX Sec. 601(a|. (a)yes
 
Unoraon an--d (b)yos
 
conclusions whether (c)yes
 
project will encourage (d)ys

efforts of the country (e)yer

to: (a) increase the M not dixzctly
 
flow of international
 
tradel (b) foster private
 
initiative aad
 
competition1 and (c)
 
encourage development and
 
use 	of cooperatives, and
 
credit unions, and
 
savings and loan ­
associational (d)
 
discourage monopolistic
 
practices1 (e) improve
 
technical efficiency of
 
industry, agriculture and
 
commerce; and Mt)
 
strengthen free labor
 
unions.
 

8. 	 FAA Soc. 601b. Oe purpose of the Project is to
Informationan nourage foialg,.ncluding U.S. invest­
conclusions on how 
 ments in Sri Lanka. Also U.S. fzmnsproject will encourage preferably in joint venture with local 
U.S. private trade and intituticns will on, to forinvestment abroad and 
 ap1xmntat.icrn ol project activities with 
encourage private U.S. objective of developing local private
participation in foreign hector. 
assistance programs
 
(including uso of private

trade channels and the
 
services of U.S. private
 
enterprise).
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9. PAA sec. 612(b)c 636(h)l A Minid Of t tY-fiV4 percsnt of 
by cmtxibutiami

i-f gB2 Appropriation 	 project oosts will be me 
fr=u the Sri Lankan Public mnd Private 

Act sec. 5O7. Describe 

steps taken to assure
 

No U.S.-cdSri Yaka rxieesare to the maximum
thae., 
available for pzoitct ue.
 extent possible, the 


country is contributing
 
local currencies to meet
 
the cost of contractual
 
and other services, and
 
foreign currencies owned
 
by the U.S. are utilized
 
in lieu of dollars.
 

10. 	 FAA Sac..612(d). Does NO.
 
the U.S. own excess
 
foreign currency of the
 
country and, if so, what
 
arrangements have been
 
made 	for its release?
 

11. 	 FAA Sec. 6010. Will Yes.
 
tht --ilize 
competitive selection
 

-
procedures for the ­
awarding of contracts,
 
except where applicable
 
procurement rules allow
 
otherwise?
 

12. 	 PY 1982 Appropriation Act pro&Ictionof cmmditisinnotitselfa
 
Sec. 521. If assistance pert of the poject.
 

is for the production of Sano private ector inimrmtsulting
 
any commodity for export, fro the project are boaver Likaly to
 

result in the production of cxmrodities
is the commodity likely 

to be in surplus on world 	 foreort intoseeareas a hSriLlma
 

has a omparative vatage. Any sueh
markets at the time the 
resulting productive commxutis are hihly utlikaly to be 

curvdities in surplus On world marketscapacity becomes 

or to 	cause any injury to U.S. prodixe.
operative, and is such 


assistance likely to
 
cause substantial injury
 

to U.S. producers of the
 
same, similar or
 
competing comodity?
 

13. 	 FAA 110(c) and (d) yes.
 
Does the pro ect comply seazdqa.sto - Not awlicable.
 

with the environmental
 
procedures set fo.th in
 
AID Regulation 167 DOeS
 



bbaiaI.a h a.....'the pro3sot or Program
 
ub-Problemof the deem­truction of tropical 

14. ZA&UM 1 A *~) ifa Mael Not il mb 
~ii~i~ae a termina.
 

tUo beenmade that the
 
hos goveAnmeat has an
 
adequae ay,tes for 
accounting f:or and 
controlling receipt and

expenditure of proS cot
 
funds (dollars or local
 
currency generated

tL 216181.1? NherefromNN%.ti , 

4' 0D' Z RFR 0Z 

Ala to Lami do i--g * 

5.~ ~ ~ ~ ftOR103FUDIGCi.ti k 

efftectivelyAiolve the intm
 
poor Indevelopment by 'icliu cowwtil
extending acNIN to, 3dem Md ssuxial bowd 
economy at local,level, if.toa Sat i"Ine UMes.
increasing labec-inten.- Cw PIU wiU dlmy ais Iasiv. oduction and tU at. pgivswof 

Uo of appropriate am~m 4end In MUWl 
technoloe spreading ofayloadnimoarm. 

cities to emaIl tewn and - &"-ththv o,reas 0A Intier oduralnd insuring hwide partihipation of the h
 
r in the bmefaita of 'I, rOd pdrw socbo In 

tainel to"AIm (40 Wine rs n th 
appropriete"g.'L! smum,Alt 91u t% ow 
tutZineSr Ib) helopdevelep mn m nt dw wil benm&.
coo0 ei , eteaeiealy MumMIMa of do pdm, ue 
by technicaL asrsooe d--we,
to as arl and urban (a) mpal do"s1 be "A9 
poor so help toeslves Md Inwm t
tovard better lie" and hat an to bbe. oei 

4 44 4. . 

http:OR103FUDIGCi.ti


othecwise encourage
 
deaocratic private and
 
local governmental

institutional (c) support
 
the self-help efforts of
 
developing countriehi (d)
 
promote the participation
 
of women in the national
 
economies of developing
 
countries and the
 
improvement of women's
 
statues and (a)utilize
 
and encourage regional
 
cooperation by developing
 
countries?
 

b. FAA Sac 103 t 103A, Yes. 
1 4oe. -16 00the 
pro oct fithe criteria
 
for the type of funds
 
(functional account)
 
being used?
 

c. F Sec. 107. Is Yes.
 
emphasis on use oL..appro

priate technology
 
(relatively smaller,
 
cost-saving, labor-using
 
technologies that are
 
generally most appro­
priate for the snail
 
farms, small businesses,
 
and small incomes of the
 
poor)?
 

d. FAA Sec. 100al. Will Yes.
 
the reciplent country
 
provide at least 25% of
 
the cof* of the program,
 
prcje jr activitty

with respect to which the
 
assistance is to be
 
furnished (or is the
 
latter cost-sharing
 
requirement being waived
 
for a 'relatively least
 
developed' country)?
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e.lPAA Sy2¢, 110(b). Not applicable. 
Wil grant capital
 
assistance be disbursed
 
for project ovtr more
 
than 3 years? If so, has
 
justification satis­
factory to Congress been
 
made, and efforts for
 
other financing, or is
 
the recipient country
 
*relatively least
 
developed'? (H.O. 1232.1
 
defined a capital project
 
as *the construction,
 
expansion, equipping or
 
alteration of a physical
 
facility or favilities
 
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,
 

f. FAA Sac. 122(b). Does yea.
 
the VctEvity g1ve
 
reasonable promise of
 
contributing to the
 
development of economic
 
resources, or to the
 
increase of productive
 
capacities and self-sus­
taining economic growth?
 

g. FAA Sec. 281(b). ProJect contributs to expanding eoxxnic
 
Descrile extent to which procaction base of private sector and
 
program recognizes the ilncaasing inomes of wokars.
 
particular needs,
 
desires, and cepacities
 
of the people of the
 
country, utilizes the
 
country's intellectual
 
resources to encourage
 



institutional development;

and 	supports civil
 
education and training in
 
skills required for 
effective participation in
 
go',ernmental processes
 
e;:en:ial to self-govarnment.
 

2. 	 gevelopment saaitance Prolect
 
Criters.a Mann OT
 
a. 	FAA Sec. 122(b). iSL 

En-lu a 1on 
on capacity of the country 
to repay the loan, at % 
reasonable rate of interest. 

b. 	FAA Sec. 620d). If 

assistance i or any
 
productive onterprise which
 
will compete with U.S.
 
enterprises, is there an
 
agreement by the recipient
 
country to preven-3xport
 
to the U.S. of more than
 
20% of the enterprise's

annual produrtion during

the life of the loan?
 

C. ISDCA of 1901, Sec. 724

()ad(d). if for -

N agua 	 does the loan 
agreement require that the
 
funds be used to the
 
maximum extent possible for
 
the 	private aector? Doei
 
the 	project provide for
 
monitoring 	under FAA Sec.
 
624(g)7
 

3. 	Economic Support Fund
 
Project Criteria
 

a. 	FAA Sec. 531(a). Will 

ahiassistance promote
 

economic or political
 

has the capacty to repay the loan 
and the prospects of repayrt are 
favorable.
 

Not appltcable.
 

Nor applcable.
 

.t ap 
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stability? To the extent 
possible, does it reflect 
the policy directions of 
FAA section 102? 

b. FAA Sec. 531 cA. Will 
aiistianiceunder this 
chapter be used for 
military, or paramilitary 
activities? 

Not applicable. 

C. FAA Sec. 534. Will ESP 
funds be used to finance 
the construction of the 
operation or maintenance 
of, or the supplying of 
fuel for, a nuclear 
facility? If so, has the 

President certified that 
such use of funds is 
indispensable to 
nonproliferation 
objectives? 

Not applicable. 

d. FAA Sec. 609. If -
commodities are to be 
granted so that sale 
proceeds will accrue to 
the recipient country, 
have Special Account 
(counterpart) 
arrangements been made? 

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
 
agreement dealing with its
 
implementation, or covered in the
 
agreement by imposing limits on
 
certain uses of funds.
 

These items are arranged under
 
the §eneral headings of (A)
 
Procurement, (B) 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). WrJl all 

procurement be from the 

U.S. 	except as otherwise 

determined by the 

President or under
 
delegation from him?
 

3. 	FAA Sec. 604(d). If the 

cooperating oUntry
 
discriminates against
 
marine insurance
 
companies authorized to
 
do business in the U.S.,
 
will cormnoditiec be
 
insured in the United
 
States against marine
 
risk with such a company?
 

4. 	FAA Sec. 604(.)J_SDCA of 

900 gec. 705(a)T-.
 
ffshore procurement of
 

agricultural commodity or
 
product is to be
 

Yes.
 

Yea. 	Proouarnt will be financeds with 
grant 	funds fztrc the U.S. and Sri Lanka; 
and with loan funds from U.S. Code 941
ountries, includlng the U.S. and Sri Lanka 

Project Agramt will so'provid.
 

Not ap2licaw1.
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financed, is there 
provision against such 
procurement when the 
domestic price of such 
commodity in less than 
parity? (Exception where 
commodity financed could 
not reasonably be 
procured in U.S.) 

5. FAA Sec. 604U.Lj Will Not applicable. 
conatructri6 or 
engineering services be 
procured from firms of 
countries otherwise 
eligible under Code 941, 
but which have attained a 
competitive capability in 
international markets in 
one or these areas? 

6. FAA Sec. 603. Is the No. 
shipping excluded from 
compliance with 
requirement in section 
901(b) of the ?erc nt 
Marine Act of 1936, as 
amended, that at least 50 
per centum of the gross 
tonnage of commodities 
(computed separately for 
dry bulk carriers, dry 
cargo liners, and 
tankers) financed shall 
be transported on 
privately owned U.S. flag
commercial vessels to the 
extent that such vessels 
are available at fair and 
reasonable rates? 

7. FAA Sec. 621. if Yes. 
technical assistance is 
financed, will much 
assistance be furnished 
by private enterprise on 
a contract basis to the 
fullest extent 
practicable? If the, 
facilities of other 

4'
 



-3-

Federal agencies will be 
utilized, are they 
particularly suitable, 
not competitive with 
private enterprise, and 

made available without 
undue interference with 
domestic programs? 

8. international Air 
ransport. Fair 

Conpe itiye Practices 
Act -19 74. if air 
iFriniporation of persons 
or property in financed 
on grant basis, will U.S. 
carriers be used to the 
extent such aervice is 
available? 

!as. 

9. FY 1982 Apro tion Act itwill ifth is. 

Government is a party to 
a contract for 
procurement, does the 
contract contain a-­
provision authorizing 
termination of such 
contract for the 
convenience of the United 
States? 

3. Conetruction 

1. FAA Sec. 601(dj. If Not applcable 

construction) project, 
will U.J. engineering and 

professional services to 
be used? 

2. FAA Sec. 611(c). If 
contracts for 
construction are to be 

financed, will they be 
let on a competitive 
basIS to MaxiMum extent 
practicable? 

Not aplitcable. 
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3. 	 FAA Sec. 6201k . if for Not applicable.construction o4
 

productive enterprise,

will agggregate value of
 
assistance to be
 
furnished by the U.S. not
 
exceed $100 million
 
(except for productive
 
enterprises in Egypt that
 
were described in the CP)?
 

C. 	Other Restrictions
 

1. 	 FAA Sec. 122 bi. If Yes. 
eviopiMientloan, is
 
interest rate at least 2%
 
per 	annum during grace
 
period and at least 3%
 
per 	annum thereafter?
 

2. 	FAA SEc. 3011. If fund Not applicable.
 
iestaTTi7s =od -olely by
 
U.S. contributions and
 
administed by an
 
internatioal
 
organization, does-

Comptroller General have
 
audit rights?
 

3. 	FAA Sec. 620RhP. Do Yes.
 
arrangements exist to
 
insure that United States
 
foreign aid in not used
 
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 
countries? 

4. 	Will arrangements preclude
 
use 	of financing:
 

a. PAA Sec. 104(f), Fy Yes. 
1982 AppropriatiWn Ac: 
ec.52.: (1 To Pay for
 

performance of abortions
 
as a method of family 
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planning or to motivate
 
or coerce perions to
 
practice abortions; (2)
 
to pay for performance of
 
involuntary sterilization
 
as method ef family
 
planning, or to coerce or
 
prnvide financial
 
incentive to any person
 
to undergo sterilizationj

(3) to pay for any
 
biomedical research which
 
rolates, in whole or
 
part, to methods or the
 
performance of abortions
 
or involuntary
 
sterilizations as a meas
 
of family planning; (4)
 
to lobby for abortion?
 

b. FAA Sec. 620(Oi. To Yes. 
compensate owners for 
expropriated nationalized 
property? 

c. FAA Sac. 660.--4* Yes.
 
provido trainin' or
 
advice or provide any
 
financial support for
 
police, prisons, or othar
 
law enforcement forcer,
 
except for narcotics
 
programs?
 

d. FAA Sac. 662. ?or Yes.
 
CIA activiu.s
 

a. FXA Sec. 63(:il. r) Yes. 
purchase, scle, ons-tv:7 
lease, excnangt or 
guaranty of the sale of 
motor vehicles
 
manufactured outside
 
U.S., unless a waiver :
 
obtained?
 

f. F'. 198: Appro,.Lt.0. 

pensions, annuities,
 
retirement pay, or
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adjusted service
 
compensation for military
 
personnel?
 

g. FY 1982 tpropriation Yes.
 
Act, ec. TO PAY
 
U.N. aunesaments,
 
arrearages or dues?
 

h. FY 1982 Appropriation Yes.
 
Act S*c. 506. To carry
 
oUt provic.ona of FAA
 
section 2ng(d) (Transfer
 
of FAA funds to
 
multilateral
 
organizations for
 
lending)?
 

i. FY 1982 r opriation Yes.
 
Act, Sec. Mr0. To
 
:nanc the export of
 
nuclear equipment, fuel,
 
or technology or to train
 
foreign nationals in
 
nuclear fields?
 

j. FY 1982 Arooriation No.
 
Act 7e7 -rr 
ussistance be provided 
eor the purpose of aiding 
the efforts of tho
 
governent of such
 
country to repress the
 
legitimate rights of the
 
population of such
 
country contrary to the
 
Universal Doclara:on cf
 
Human lIghts?
 

k. FY 198: Apropriatcn Yes. 
Act 4 -0C. M -. TO 04 
us|ed for publicity or 
propaganda purposes
within U.S. not
 
authorized b) Congreu:w
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.Oe FdPORAID 

M~t3 oe5eat q301VOA ea8sew~ OWl 4d4 (2Ott too) 
OWaua (2 dbLO&ay M~w~bQ04*0QauQualofAG 0)l0,i4B ihAn N,!SIl.5ITIb 	 - Cilllno House 42nd Floor) 

, 
Ministry of FinerAn s l anning '.0. i~s 2.77,Colomlbe I 

DEPARETINT OF EXTEAL IEOURM .c. *, r. 271 GE'0 4 'L 

REFERENCEN .~L .! Sept. 82 

'visa S.J.Idttlefield 	 ACTION . ..... ...... .
 
ACTION . ...... "...I..
Director, U= 

American Embassy 
Colombo 5. 

Dear'iss Iittle±d.o 

Private Rptrs Promotion 

'On behalf of th, Governgent of Sri Lanla we wish to make a formal 
request for U= assistanoe fcr unertaklng a Project for Private Enterprise 
P"omotion. The activitios to be supported uider this projeot have been 
Adentifisd' y our authorities in oollaboration with your Mission azl 
reswesentativen of the private seotor. The activities so idontified are 
baUsed partially on the rooomentationa made by the Consulting firm 
Robert L.Nathan Assooiates, engaged by your authorities to study the 

*opportunitiea aid scope .for inreasod private sootor investment. 

7t is our "nderstandint that MBAID assistanie to -the extent 
of $ 4.0 million'($ 5.0 million as grant and 1 I.0 million as loan) 
will be made available, over a 3 year period, for Phase I of the project. 
It is also antioipated that if the activitios to be funded under this 
Phase are suooesafully implemented, USAID aasistane on a greatly 
expanded scale would be made available for the development of a 

IsioOr, phase. 

We shall be deeply grateful if you would obtain the formal 
•oomirrenoe of your authoritio for the implmentation of the project, 
and the authorisation of the UAM support antioipatod for the project. 

DI 	 lours sinioerely, 
AD 

LAAI 

PILO 	 Mrs. 5e.a y 

LU. .Cj.......
 

D~i ""DJ 	 rmU
.10 -S 10=0O MWRD 
KI-- - ,'­



ANNEX E
 

New Institutions for Industrial Promotion 
6.06 With a view to promoting private investment in specific areas the Govern. 

ment established a number of new institutions and agencies. These are the 'Greater 
Colombo Economic Comm'Ission ..(G.C.E.C.)'. the 'Export Development Board 
'(ED.B)', .the 'Foreign Investment Advisory Committee (FIAC)' in the Ministry of 
Finance and Planning, and,' 'Local Investment Advisory Commies' -(_'.AC)'-in
the Ministriis of Industries, Textiles,' Rural Industrial Development and Fisheries. 
In addition, the Government also set up the National Development'B"nk to'look at 
the specific needs of medium and long term investment credit in the country.-,,, 

6.07 The establishment of Investment Promotion Zones under the, auspices of 
the G.C.E.C. was intended to be the mjor plank in the Government's'strategy.oF
export-led industrial growth. The G.C.E.C. is charged with attracting foreign inves­
tors who are prepared to accept a 100 percent export obligation, and wish to be located 
in the Free Trade Zone. It is intended to prtomote the acquisition of new and 'better 
technology, create more employment and enhance the country's foreign exchange 
earnings. 

6.08 The G.C.E.C. offers' approved foreign investors an impressive arrav -of
support facities and incentives. There are the normal fN.cilities of export procs.

sing zones, namely, rapid processing- of applications, readily available sites'with
 
full infrastructurc and business support-facilities, exemption from import duties and
 

• normal import, export and exchange cintrol procedures. In addition approved

firms are exempt from all taes, on corporate -and expatriate personnel incomes,

royalties and dividends upto i.maximum of seven years (and t.n years, under
 
special cimumstances) after which only a turnover tax ranging frown 2 per ;cnt 'to .5
 
per cent is payable for a 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 u value added, net foreign exchange earnings, nature
 
of technology used, size of invesumcnt, nature of market supplied, etc. 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 taxes at all for ten years and only a2 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 and, thus, access to
.ave 

Foreign Currency Banking Units (FCBUs) now being operated by several domestic
 
and foreign banks. GC.E.C. firms can contract loans with these units in eight major

currencies at interest rates comparable to those prevailing in the countries concerned. 

6.09 Equally attractuve incentives have been provided for industries outside the 
G.C.E.C. area, with or without foreign collaboration. Applications for such
foreigu investmrnts in Sri Lanka outside the jurisdiction of the G.C.E.C. whici, do 
not involve the Government as the local partner are evaluated by the Foreign Invest 
ment Advisory Committee (FIAC). Such joint investments must have at Ieast 51 
per cent Sri Lankin equity participation. In cases where no significant transfer of 
tccbnolo'- it involved, the local participation is expe4ted to be 75 percent of invcst­
ment, ...... 

http:Government's'strategy.oF


6.10 Local Investment Advisory Comnittees (LIAC) have been set up in eachof the major Ministries handling industrial production, namely, the Minstries ofindustries, Textiles, Rural Industrial Development and Fisheries. Although thesecommittees were originally established in the early 1970s mainly as regulatory bodies,their role and functions have undergcm; L complete change after the economy wasliberalized in 1977. Now, they plav supportive role to their Ministries 'in thepromotion and extension of new inVCtne;ts in their respective sub-sectors. 

6.11 Special emphasis is being given to the speedy expansion of exports to gene.rate foreign resources which woulu cab: the country's balance of payments difficul­ties and reduce dependence on foreign aid for develop.r,;:. In an island-economywith a small domestic market, export cricmiation seems to be the only means of rapidindustrial expansioni. Outside the(G. C. E. C.,)a major step for the promotion of ex­ports was the establishment of the Export Development Board which provides techni­cal assistance to exporters and takes other measures to promote exports. Schemessuch as Export Expansion Grants, Customs Duv rebates, Long Term CreditRefitiacing, Equity Participation by purchase of redeemable Preference Shares toassist projects with long gestation periods, and the sponsoring of Trading Houses,are among the measures taken by the Board for promoting industrial exports. 

6.12 In the field of industrial credit, the Government estahlishad the NationalDevelopment Bank to meet the increased demand for medium and. long term credit.The National Development Bank was established in. January 1979 with the ,principalobjectives of promoting industrial development by (a) .providing- medium andlong term credit to the p.ivate and public sectors through direct financing and therTefinancing of loans given by other credit iostitutions; and, (b) mobilizing internaland external resources, including stimulation of capital nuarkets. It is empowered toprovide a wide range of financial services including refinancing, underwriting andfinancing equity and debenture issues, providing guarantees, accecpting deposits and
issuing letters of crodit.. ,
 

6.13 Prior to 19.77, the institutional sources of credit for industry were the fourdomestic commercial bank, the Development.- Finance Corporation of Ccylon.,')FCC) and four, foreign commercial -banks. Of these, the DFCC was 1ha only,,ourcc of long term loians and enjoyed a monopoly in the -provision of forign,a x­change loans'to private industry. It was also the only institutional source 'of :fundsfor equity investment. After 1977, the newly created National Developmentand the domestic commercial banks began to advance 
Bank 

loans to meet the Increastddemand.for .Jong term Jending.anO equity participation. 



treater Colombo tconomic Commission (G.C.E.C) 

6.32 By the end of 1981, 150 projecistexcluding dropouts) had been approved 
in the Free Trade Zone with a toul invetmcnt of Rs. 5,377 million. Of these. 104 
projects were considered active. Forty one projects were in comniercisl production 
in 1981 against 23 in 1980, while others were in ,aiious stges of construction. Gross 
export earnings from these projects had increased from Rs. 152.1 nillion in 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 to 10,581 by 1980 and 19,921 by 1981. 
Among the 104 active prolects, 64 projects arc joint ventures with foreign collabora­
tion, 30 projects wholly foreign and 10 wnollv domestic enterprises. These projects 
have brought in investors from 25 countries including USA, U. K. West Germany, 
Norway, Netherlands, Japan, India, Switzerlanc, Singapore, Middt. Eist and Hong-. 

.kong. Projects like those for the manufacture of electrical goods -nd accessories, 
electronics, irrigation pumps, industrial chemicals, cargo containers, leather goods, 
hand tools, activated carbon, etc., which involve a substAnstial level oi tcchnology, 
are expected to result in healthy spread effects in the domestic econorny In view ofthe 
capacity for garment manufacture avalable in the areas outside thcG.C.E.C and of 
certain disadvantages to the local garment exporter:, a selecLive poli y was adopted 
in1979 whereby new garment Ppprovals -re not normally given in the G.C.E.C. area. 
The Table below summarizes the performance under the G.C.E.C d&ring the last four 

Greeter Colombo Ecoaomic Commiusioo - Pffformance 

1978 1979 1980 1981 1978-1981 
No. of Units Approved 
No. of Units Contracted 

.. 52 
29 

37 
12 

43 
25 

IS 
09 

ISO 
75 

No.of Units in 
Commercial Production 

Tout Investment 1,624 1,041 
2. 

1,652 
4, 

1.663 
41 

5,980 
(Anticipated) 
(Rs.Million) 

Foreign Investment 1,202 ,89 X-'9 4.041 
Local Investment 
Employment P'otential in 

Approved Unu 
Employment (A.tual) 

(Cumulative) 
Gross Export Eirunng 

420 

26.49! 
N.A, 

NA, 

2010 

J3.169 
5,834 

152.1 

47F 

1i,tr07 
I0.1/81 

529.0 

11,40b 
19.921 

1,7190. 

1,939 

09.679 
19,921 

2.400.1 

Upto Nowmburb 1911 



Fkoreig Inivestment Adwvlsory Committee6.33, There. hs also been a significant inflow of foreign ifn esSmnt through theprojects approved by the Foreign Investment Advisory Committee (FIAC). Thenumber of units approved increased from 21 in 1978 to 63 in 1981, representing a totalinvestment potential of R.. 3,837 millioi by end o1'1981. Both G.C.EC and F.I.A.C.schemes have, thus, paved the way for i major boostdevelopment. The table below gives 
for export oriented industrialthe brea&k up of industrial approvals given bythe F.I.A.C. during the past four vur: 

1979 1980h.'rvign In vflimnti 
197S 	 1981 

Advisory Committee (FIA C)
Number of Units ". 
 21 
 61
Foreign lnvestment (Rs. Million) 	 66 63 ,.
Total Investment (Rs. Million) 	

74 387 1.049 717 
.. 121Employment Potential (Nos.) 	

71 1,585 1.160. 
.. 2,385 9,216 6,985 5,049. 

Local Investment 'Approvals Committee 
6.3 There has ben considerable, .ogress made in the industrial projects fundedentireJy from local sources which fell within the purview of the LIAC.. of the Ministriesof Industries, Textiles, Fisheries and Rural Industrial Diivlopmcnt'. Although therehas been a gradual decline in the number of new induttrie.s approved over the Lsttwo qr thrW years, toe total nLmnber of projects approved since 1977 is 	overThis compares favourably 	 5,700.with 1,866 projc<ts approvedNearly.80 per cent qC the projects approved during 1,981 fall in t 

prior to, Juty 1q77. 
ous and non-ferrous . cacgOQrjS qf. f~f.metal products, petroleum and chernical oroducts. wnM,4paper and paper products. 

Small and Medium Scale Industries 
6.35 	 The development of small aud medium scalp industries can play a 'gnifi.cant role by contributing to increased production ano employment. Thee small Apd
medium scale industries are 
well suited to the local environment, particularlywhere sophisticated irra-scructural 	 a.s

facilities Jhaveria-ures have been ta..en to 	
not been developed. Severaiovercome the problemZs of them industriez and cfsure
their smooth growth. In view of the significance of tho textile,
such as, setting up of a Texl 

sector spcju.,a "
 Rcseach And .Training Institute with lJNIQrO atssis­tance, the setting up of Lanka Fabrics Limited
products r.nd the setting up of Lanka 

to asist weavcIr in markcting theiirHandloom (Export) Lintrt$w, were taki: to'provide access to markets and technology. 

http:Nearly.80


6.36 In order to assist small and medium industries,.a special project was intro.dulced in 1979 with IDA assistance, designed to provide access to industrial credit.with reduced collateral through the National Development Bank and other parici.pating credit institutions and ,echnical assistance, principaUy through the IndustrialDevelopmenit Board. The IDB component of this project includes training, provisionof extension facilities and establishnient of a Sub-Contracting Excange for improve.ment of process and product su-contracti .g with large industries. Measures havebeen taken to ensure that the Sub-ContracLing Exchange, Rubber Product ServiceCentre and Common Facility Centre for light engineering industries become fullyoperational. Out of a total sllocation of US $ 16.0 million, Us $ 12.0 million wereset apart for iefinancing of ci edit wl.ile US $ 4.0 million was utilized for improvementof technical services. Credit-was made available to a wide range of small -ind mediumenterprises in the areas of mmufacturin& agro-industries, constructionhandicraft and industria materials,services. The credit component was fully committed to 1,677industrial units, one and a half years ahead of schedule. Distribution of ceivdit underthe IDA assisted smll and 'medium 'cafe industrie3 projot are given in theTable 6.4. 

Table 6.4
 
Distritlon of Credlt Under SM! I au 
 December 1981* 

lriery (roup Amount ofNumber of Percentage Credit 'Percentage 
tbvii, A.R /gn.

Food Processing . 447 26.6 64.92Other Agro-Industries . 
23.8128 7.6 14.66Rubber Products 5.4 

. 
Metal'Products 

29 1.7 6.92 2.5 .. . 183 10.9 23.62Consuction Materisls 8.7
 
15, 52.61
Construction Contracting 

263 19.2
 , 13 0.8 6.75 2.5
Wood Product,, . 161 9.6 22.26Garments 8.1 
.. 87 10.76Textiles 

.. 
3.9 

.. 45Repair-Workshops 2." 9.83 3.6 
.. 48 2.9Others 5.54 2.0273 16.3 55.25 20.3 

Total 1,677 100.0 273.12 100.0 
* Source : Nalloual DcYbIopn,,.l hank 

6.37 A wond Sma.1 and Medium Industry Project was negotiated with IDA inorder to provide funher atistancc to increase output, employment and effiency 
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of small anb raediulm idustries. The project h. a credit cbmponent Of US $28. 0million and a tecbhnical service component of US $2.0 million. This project is expectedto b.- in operation over a period of three Yersconneucing '1962. Under the secondSMI Project, about 2,000 sub-projects are exci:d to be prcvided with financial assist.ance. Extension and consultancy services %iv,
A.sj be cxpandedA survey of projects assisted under the fir 
under the project. 

the progress 
S, jI Project has been initiated to assesimade by the industries esl:abitshed unider it. 

6.38 Twenty fivc small rural and handicraft industries have been selectedinitially by the Rural Industries Advisory Committee for development. ACrafts Council, a Handicrafts Boards and u N National
tionalof promoting developmcnt and fostering handicrafts 

Design Centre for the purpose 
are being set up. The foreignexchange carninp from exporu of handicrafts amounted to Rs. 1.62 million inThe Department also Continued its training 1981.activities in carpentry and opened Avenew Arline Textiles Centres, a Design Centre and two Embroidery and Needlework

Centres. 
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PEPP differs from the more conventional type of aid
 

project - those that involve the provision of direct
 

mazerial and/or monetary assistance to specifically
 

de-arcatod areas or pre-defined targat group; or development
 

scheme- in the recoipient country. In pursuance of the
 

PZPP's strav-egy, the different components of the PEPP are
 

concerned nainly with the systematic enhancement of the
 

provision of incentives and supportive services to the
 

private sector within a coherent framework o. related
 

government policy, facilitating easier access fcr private
 

investors to capital markets, generating and diffusing
 

techno-economic information on potential avenues ol
 

indistrial investment and on potential markets, and
 

training of managerial personnel.
 

3. SOCIO-CULTURAL FEASIBILITY OF THE PEP-

An analysi6 of the 'Sccial Soundness' of the PPP 

from the perapectives of vocio-cultural feasibility ahould 

entail a probe into both the objectives of the !:roject as 

wc2l as the project denon. Accorc&irplv, -n t-. presert 

section of our analysis, we inquir,-: ifrst in:c tne general 

issue of whother the pzorotion of private enzer.risa is 

a.proprlatc to the provti-iin; so:io-cu!-:u.a. e:z.s of 

Lr;. Lanka. We then atterDzt an invu:t7- ioi: cf :he related 

isSue of whether the Vpec::'-c mea$L: ee env-sC0'. within 

the PEPP are compatible with the current need: &nd 

;rospoct:; o1 t~he country. 

I.1 New Economic Polic 

To the prosent inquiry the reeponse of the people 
of Sri Lanka, to the tranformat-ons c_- economic and social 
policy witnu:ssed during tlIt, pant 5 year is of crucial 

releance. At the Gnoral! Electlonz of 1977, a political 
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constraints) 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, frnd from the shackles o-7
 

excessive stato control, those with entrepreneurial abl.ity
 

and talent were prompt it,utilizing the more readily
 

identifiable avenues of investment nuch a:; 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 country (See below,
 

P. 13 ). The rate of registration of joint-stock companies
 
in Sri Lanka, for example, may be regarded as a rough
 

indicator of the acceleration of private sector partici­

pation in economic activity during the period under
 

review (Table 2).
 

TAELZ 1
 

Registration of,,ew Companies in Sri Lanka
 

Year :iumber cf rew Comnanie: Recistcred 

1976 264 

1977 319 

197e 6:4 

1979 796 

1980 966 

1981 1,030 

Source: Registrar of Companies, Sri Lanka.
 



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 of
 

a fundaimental conflict between private enterpri ;e and
 

the de facto ethical norms and socio-cultural values of
 
Sri Lankan society. A classic example which illustrates
 
this contention can be drawn from the recent changes in 

the system of rond transport services. Up to 1977, public
 
passenger transport by road wa:; a near exclui.ivu State
 

monopoly controlled by a public corporation established
 

at tht: time of the nationalization of private oninil,­
servizes in 1958. Following the re-opening of this avenue
 
of investment to the private sector in 1977, there began
 

a phnnomenal expansion of privately operated road transport
 
Betnices such th.t, within 4 years since tVh,. introduction 

of .ne policy change, the daily operational fleet of
 

privately owned road passenger tranaport waL equivalent
 

to about 65% of that of thce State sector. To the issue
 

under discu nion, several related conniderations underscore
 
the significance of this changt:. For lnatrnce, the State­

run omnibus services, being the ploncer venture ol n.tiona­

lization in independent Sri Larka, hao ao:!tcd :.y :ol. r 
in political ideolc:v a! d dornt.. Detr- tr *nd other 

factors such as entrenched vested inerests and fare
 

differentialn, there -s no eovicIcnce whttover o" .any pooular 
"consumer renistence" to th. increasingly important role 
being playnd by the privnte noctor in an area of the
 
economy which wa- once the exclusive do;.ain o: tnc "tate
 

sector.
 

3.3 Pant Rcord. o! Collective ntorpri.no
 

Apart from the foregoing "vidence that point to an
 
absenco of conflict between prIvato ontorprian And the
 

prevailing nocio-cultural othon oi Sri Lanka, the stimulation
 
of private antorprine finds further juntification from the
 

http:ntorpri.no
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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 smooth implementation of drastic reversals
 
of earlier policy and in moving towards 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
 
Rule 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 stability that has characterized the recent past
 
will continue into the future. Obviously, a discubsio, of
 
this issue cannot avoid a sustantial element of conjecture.
 
lUevertheleva, some optimism in this regard is warrented
 
by the fact that (even if one wore to ignore here the
 
possible positive effects of econoric gains of the recent
 
past on the behaviour of the electorate) the now Conrtitution 

contains :afnqua:rc acinst cataclysmic changes in thc 
political syntcm of the country "nd that, to a considerable 

extont, it also unnures a c-osc. crrcat:icrn tnan bofcre
 
between the popular support a party could muster at elections
 
And ts eventual .arlinmentnr' avren;th. Mntiton can alno 
ba made herr to the nafeguard .Ur foraig, .nvestment 

onzhrinad in the Constitution. in the context oi thl:i 

conatitutlonal framework and also on thu basis ot pant 
rocorda of electoral perlornance o! tne difiurent political 
parties in Si Ln:a, it appaar5 reasonable to conjecture 

that the impending termination cN! tonure of the present 

government in unl2.oly to ranult in political Gnd ecorcmic 
policy changoas that would advorntly affect -he prompecto 

tor privato ontorprign in tho country during th.a 

furnseablo futuro.
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system in Sri Lanka durin 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.
 

4.2 Technolocica. Srrea f 

It has been the frecuent experience of Sri Lanka
 

that when once a particular industry 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 phenomenon (and its
 

attendant dangers) from recent history.
 

Other technco;iccal spread effects of new
 

industrial ventures can be ex)ected in the form of
 

industrial ventures which would result fror forward and
 

backward linkages ±o: whch industries based on local
 

raw materials present much potential.
 

4.3 Soamia. Srrea: Efec:3
 

The impedaments to orivate entrereneurship which
 

the PEPP seeks to remove are more tcrmidab.e in the rural
 
LZre -s tha. ..th .-- =FI. 7.ze . E-L~ t--- -Z7. 

2f.ustrate; by c-a-- a: "n 2.: -ne d: cts o: 

Colombo an- Gampanz aczontel o f the total of 

registered industrial unizs arnd 97.4, of the gross value
 

By the end of 1977 the agrecate ct savings and fixed 
deposits in the ri L--' " b?:in 1 waszstem Rs.6,037 m.
 
By the end of 1961 L n;.- incrPease LC is. 20,365 m. 
The latter fiaurc, w dcfItod !" thc implicit GDP 
deflator would rep.-escni: a rcax." increase of 92"" between 
1977 and 1981. Cne may also note that, beztwon 197" and 
1981 the ratio of such depos4tr to the GNP increased 
from 18% to 26%. (See Centrai Bank 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, underemployed labour,etc.}
 

can be expected to contribute towards a reduction of
 

prevailing regional imbalances in tne development of
 

manufacturing industry in Sri Lanka.
 

5. SOCIO-ECONO,':: COISEQUYNCES 

5.1 Effects on Income Distribution and Employment
 

The contribution of the PEPP to an acceleration 

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 firrt 

rises and then falls as the econory progresses from 

very low to high levels of development (Kuznet-, 1.9-5, 

pp. 291-303). This may be foun,. to be true in sorne 

cases but it IS no-ti'erz . For exanpie, Taiwan --

South Korea, two of the leadin- !ICS in Asia, have 

successfully combined rapid economic growth with a more 

egalitarian dis:ributic: of -:-,c:.E (Chenery, ct.al., 

1975, pp. :53-2s%. 

In the case of Sr: Lanka there is some evideno: 

to suggest that rez-ivc=' L-conoi;._c qrow-i has 

been associated wit.. a ri eal:r_ d:.zsr'_buticn. 

of income. 'Aczoraing to the Cenr' Banl.'s Consumer. 

Finance Surveyc (Ccntral Ban): of Celyon, 1974), in 19C3 

the top docile of ±ncome recelvers accounted for 36.8l 

of the total income and the boz-.cm four deciles 12.0%. 

In 1973, the respective parcentacez were 30.0% and 15.1% 

(Central Bank of Caylon, 1974) rezpectively. This 



somewhat sharp movement towards L more egalitarian 

distribution of income was associated with an annual 

average GDP real growth rate o. 4.2%. Between 1973
 

and 1977 the GDP real growth rate dropped to an annual
 

average cf 3.4'. The preliminary findings of the 1978
 

Consumer Finance Survey (Dahanaya:e, 1981) suggest that
 

income distribution also became less egalitarian during
 

this period as borne out ty tne -act that the top
 

decile was reported to have received 39.0% of the
 

total income and the bottom fcur deciles 12.3%. And,
 

this happened in Sri Lanka after 1973 notwithstanding
 

some major Institutional 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 distribution more rather
 

than less egalitarian. The explanation, it appears,
 

lies in The dearee of success with which new jok
 

opportunities were created. Countries such as Taiwan
 

and South Korea were successf!L in combining rapid
 

growth with a more egalitarian distribution of income
 

mainly because they succeeded i- =racticaily wiping
 

out unemployment during that period. Xf Sri Lanka's
 

comparative arowrh rates !cr 1964-1% and 1973-77 art
 - '"
taken a: _- .c atzrs of zhE u ..- -" in ! 

creation du.rzinz tnG ta;twC ::c:, ::.-s sarcut ae 
-1c:~~ 60__.- _,6_*z.-e n.:, fo;: zh; 

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

. 0) remark :
 

"Conventionz.: are. c: ... d:.stribution 

(o. income) ucuaiX; encoz.).sE thna entire 

economy. Tnc G-n- Com±i':cn:, the luznets 

Ratio, the PLretc Coefficient are all indicators 

cf the e:zter.t v .hic. a g::c:. prcportion of 

r.tional _ncc.-e a:cuere tt a given percentage
 

of the popul&to.;. These Lre useful measireP, 

http:encoz.).sE


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
 
1950s. 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 uDemployment situation
 
and considerably more than that number if the country
 

was to entertain serinus hopes of cloaring the backlog.
 
In this context what is pertinent to observe is that
 

the only occasion on which this seems to have happened
 

for any considerable length of tima was over the period
 

1978-81, when the private sector has been allowed a
 
freer hand. Indeed, as the figures shown below (Table 3)
 

o'V 



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 12.8
 

1963 Census 3,199 High 390 10.8
 

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 Utilization - 984 19.9 
Survey 

1976 Ministry of Plan Implemen- 1072 ­
tation (Estimated) 

1978 Ministry of Plan Implemen- 900 ­

tation (Estimated) 

1978/9 Consumer Finance Sutvey - 874 15.0 
(Provisional) 

1980 Labour Force and Socio- 4,738 857 15.3
 
Economic Survey
 

Sources 	 All except the last line - Central 
Bank of Ceylon, 1980, p. 95; 
Last line - Department of Census 
and Statistics, 1982, p. 14. 



- 17 -

TABLE 3 

Employment 	Creation, 1978-81
 

Number 
 _ 

1. State sector 	 180,451 25.8
 
2. Formal 	private sector 182,555 26.1
 
3. Informal private sector 	 336,994 46.1
 
4. All private sector (2 + 3) 	 519,549 74.2
 

Total 	 700,000 100.0
 

Source 	 Lines I and 2 - Central Bank of Ceylon,
Review of the Economy (Annual); Line 3 -
Authors' estimate bamed on data in 
Tables 2 and 3. 

demonstrate,ev~ry 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 urban centres, is important also for the
 
beneficial effects it would have on alleviating the
 
problem of 	underamployment and seasonal unemployment.
 
The data in Table 4 reveal that about 10:, of the country's
 
labour force has had less than 21 weeks of works in a
 
year and another 30% lana than 37 weeks. Although the
 
overall incidence of underemployment appears not to be
 
significantly different as between males and females,
 
the percentage of 4emalos who had less than 21 weeks of
 
work per year was nigher than the corresponding figure
 
for the maleE. Moreover, as one would expect, the
 
rate of underemployment among agricultural workers was
 
significantly higher than the national average. Thus,
 

1A 



TABLE 4 

UNDEREMPLOYMENT AND SEASONAL UNEMPLOjMENT. 1979-80 

TOTAL LABOUR FORCE AGRICULTURAL LABOUR FORCE 

Number of Male Female Total Male Female Total 
weeks worked Number Number Numbei Number Number 
in the year ('000) % ('000) Number ('000i % ('000) % ('000) % 

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 35.2 854 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 I00.0
 

Source : Department of Census and Statistics, 1982
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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 ­

unemployment and an improvement in living standards
 

should contribute to overall social welfare and stability.
 

Indeed, there is evidence of more than circumstantial
 

nature to oupport the contention that unemployment,
 
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
 

wil. also bring certain social benefits. The'resources
 

that are required to develop the social 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 ethos as reflected in the political
 

and eponomic realities of contemporary Sri Lanka. As
 

such the PEPP ahould evoke a positive responwe from the
 

Government, thu 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 economic development. The focus of the
 

PEPP on employment creation and its indirect beneficial
 

effects on agriculture should have an agalitarian 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 stabilizing influence on the
 

social and political life of the country.
 

L 

S, W. R.de A. SP-Rraminghe H. Peiris 

Consultants, Research and Consultancy Services(Private) Ltd.
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STATISTICAL APPENDIX
 

Table 1 -
 Growth Rates of National Income: Sri Lanka,.72-'81
 

% Growth Rate of GDP,
 

at 1970 costant factor
 
Year cost prices
 

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) 

Ow
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enterprise. (Production, m. rkezing, financial 

and'personnel aspectc of the enter~rlse). 

During 1981, the :D? hF conducted 9 wori:-iho 

x= ' r Cf : l l s . pnu etr c. of z"- a "'..sw re h 0a.-tici~ate! 

ic,2. .3" si:.ilar worKshops have beer planned for 1332. 

.r.Dor.' . the National Apprenticee.h.: Board (N'AB, 

... "National Ap:renticc-hi; Board i' s 

boo'7 -'tby the government under a special parliamentary 

Act wit': -e objectives of formulating, implementini and super­

vis-i.-; _-scheme of training to cover various categories of 

a.n--entices. 

An a follow-up of the apprenticeship training prograas, 

the NAZ lxanched an entrepreneur development program on an 

e .eriz l bacis in 1920 for a limited number of its o ,n 

a .-.. .i2alumni who had successfully com=leted the craft:c 

level a::,.-enticeship trainin both in theory And practicals 

and oZ:naned the craft certificate of prnficiency. 

On the basis of a systematic evaluation procedure,
 

10 :-oun:: craftsmen were selected for this pilot project -." 

whici. =a: a 3-month institutional traininE program in entrepre­

neura.hip. The course contenat comprised the following 9 modular 

unita: 

'I- Introduction to Business
 

2 - Quantitative Methods
 

3- Management of Resources
 

- Industrial Law 



~- P'ina.e 

6 - Marketing 
7 - Management of Prcduction Function 

- Iana~e:nent f -e.-ron:el 

0 - Identificrition, fcrL.- a:ion and evaluattion of 

proj ec;C 

Although this tr'i .- o.-, wa5 ilnsttutiin-bazed,
 
che -,.-ticipantn were taken c)u: o:. obe.-Va3:o. 
 tours to study 
oripjuza-on sys:.ems and product.-cn systems. Fur.-hermo.e, 
ec . one vf ther was requ,-!red tc fo--mulate his- proJect prop:>­

aal in which he was guided t:;roug,o,.t the ccurse, The project 
was subsequently sent tc the industrial Developmen: Board for 
approval and to the Bank of Ceyloia for funding. 

After completing this program, the :AB negotiated with 
the Baal: of Ceylon to give the 10 participants investment capital 
upto P.. 100,000 r.thout the usual security guarantee. They too 
were required to contribute some capital thetselves without 
rel:inr entirely on the bank. Accordingly, after the completioi. 
of this necial progran, :..e E .ar:icipman: started-iad-3trial 
ve-cu.a-. diffe-ent timer ..-.:e engineer.-inz pe.-sonm. of 
the :;* jaided thw young e..-e p:eneurs on tne seoec:i.,n zf si­
a.c "' :.:e ,'ett.ni up of nac..nery. They were also asas:e: 
in the for-ulation of production -rocesses and in the mainte­

of :A2- ti4aed .n t.e :naugur&tic- cer.-eony of eac. 
vent.ro and roriodLcal visit were made by tze ins;ectin G staff 
to arnear the prograe of the ventures, 

However, the recent evaluation repor:c of the NAP
 
loa: thiat the --&:crity of 6:r '.prene r3 wh: b,&., bank
 

/ 
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s'lla1 of younc met and women ,kho art interested in going into 

, . '; .5 4- 14 ,,I4' ;: +# ,: : . .4 ,-4 1 .4' 441 ' '1144£IIII4I: ,, ' ' ',,,.4 . "',4 , I 4 
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.-o
o::-cr. .. ,eo&fici1s drawn from tze 1DB, NAP and 
o.--erci 2 banks have been utilized for conductine these 

7h.c to;i:s have bee:" covered in thest. 

(2 Hov to Lo intc, aslf-employment in industr-,. 
(2) Fa:iliti-e and inputd required for setting up 

an industria& venture. 

Ncw to man&:- r .. 3inesa. 

-he program of the National Youzh Services Council 

ia a combination of both vocational training nd entrepreneur
 

develo.ent.
 

Ccr:i;ficaze in Entrepreneurship of the Open University of 

Sr Lan:a 

The Open University of Sri Lanka in a fully-fledged 
ntn:::. uni~~r3 ty esta.,.s5ed in 1980 under the Universities 

... .....:t.. :.ecn designed to enable studerts 
- ai' . :.cnir own time and in their own 

'-n .z.z r.cn-tradi-.io-a. university has adopted thin multi­
media loarning 
::aten deve>ope d by the British Open UniverAity 
wit" :odificaticn ­ to tne Sri Lankan scene.
 

Tho f-.::t ;rograz o: studies designed by ita Hanagement
 

Studio Division ia a cerficato course in Zatrepreneurship,
 

"hc i
i-t batch of students in thin program commenced their 

studivc in July 1982. 

Ain of the courneo - This course in intended for school leavers 

who Ttiah to go into self-ecployment in industry. It aims at 



producing entrepreneurs bY, asaistine -toudent; in unlerstandini 

how.a s=all industrial venture is to be started,operated and 

m..aCe. o-ficiently.­

t . of the course - One year 

- The curriculum of the course consists of four 
as
• "":''-odules folows:
 

i) Small and medium-acale Industries in Zri Lanka
 

".") Production 
X'.)rkstiag 

(iv) Accounting and tinance 

(i).Saall and sedium-scale industries in Sri Lanka ­

Thl.h more topics covered include the nature, growth and scope 

of s-lnJ. and medium-scale industries in Sri Lanka; Inputs and'Ap 

iifrartructuze support required for mettinwan industrial 

unit; .r2!c of various promotional organizations; and minaeaat 

o : -.c inAustrial unit. 

(ii) Production - Selection of a product, factory 

lo.'out, naintenance of plant and machinery, production
 

plnn..-. aterial. procurement and inventory control, quality 

con.:.' - viage syateas and incentives, and factory and labour 

roe..- :.o. are the main topic: covered. 

(iLi) Marketing- Marketing sar"ey, chann ls of diatri­

butio , pricing, advertising and salve prootion, cuptomr 

rclatia=._ Sales analysis and problems are included ais the main 

topicc. 



-v) Accountinr a:ni Fi..an-e - reCapial uiremet., 
sou-coc of Ifinance, basic accountin; coricepts, preparation of 
f-nal. accounts of Smalla indu,,..ahta 1 flows, cas 
bud:otz, co..t ccntroi methoir, financial evaluatior. of an 
i-du-t-'i-- venture 
t-he ...'_'". 0 

and tf"aE ;r- arntli. a project report areCeOesV--- '. ..c . .. C . ........
 n67, ' ~- - ~ jP -ModulIe. 

---..iza:i on f - c:ure - -Dr a.i:i3::atv, aa'x
instructional purposes, the *,r.:beencc-urse divided iano I.
 
boc-'. z block contain: tnr. -it an
wit, averaze of 3 

in each unit ma:in6 . oftt l czons for :.Le 

Lesson matcrials and assignments - The lessons are 
sent to students in four packages. They include printed
 
material consistin
 E of correspondonce lessons, recommended
 
readin~z, and assignments. The as-'imentz- include bo.!hsel .. 
assesasents and tutor-marked assignments.
 

Students are required to stud... the l e snonE and work
 
on their aszignments accordin, to tire
a tatle provided by 
the Uaivorzity. Persona 
 tutior and counselling are made
 
availablo to the ztude. .- :..rouga part-time :utors aza c.un­
eellor who are recruitod rain>y from 
 the staffz of t"e con­
vontionl universities and 
:he polytechnica institutes. 
Tutors are expected to 
grade and comment upon the written
 

a=.- of Ccr-e.ta. 

S eminars - Four seminars based on the four subject modules 
have'boon scheduled to hold thebe at major regional centres of 
the University. All the students, registered in the course 
aroquired to att.end these seminars which will 
be conducted 
by a :panel of experienced academics, profezs.onaln and indus­
traliat .
 Film shows, and demonstrations ara 
 also expected 
to bo included in these seminar prorams. 

http:Ccr-e.ta
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In order to complete the course in entreprene-
PrOfect 1!o0o2tN ­

urzhip raccos-fully, every student is required to prepare 

a pvo.cct roport oh the- settinE up of a suitable small 

-.- turo. :n add-tiaon to the wri:tcn indiruc.ionn
 

IvC " ., thu ccrresondence lessons, face-to-face g-uiiance
 

Su. ..-are t: oe roviued to utVur. i....,
 

" of counselors Ediectan fro- : Stafi of the
 

- ~~h cDcc-_,- e.cpnent Bark
 

a"'- .:.c zonvontional univerz. tiue on the ;re.araion of the
 

procct reports.
 

.Ieat c..c" c,.!.:... r... . :he certifi:'at - For the".and . 

purpose of determining results, the performance of students
 

persuing the course is to be eaaluated on the basis of the
 

followings 

(i) Tutor-marked Aasignmonza.
 

(ii) Tinal .Examination conducted at the end of the
 

academic yar. 

reach the required level of performance
Those who 

will be naarded the Certificate in Entrepreneurship. 

Znro .r nt of Students - A total of 951° candid.ates who enrolled 

first batch of students in this program have commenceda the 

their studioe in July 19312. :he dotai!n of "nfarmation on the 

=%mber of cadiatau mpplied for and entoilad. in the surse 

on the modium basis are givan i. thm follxojLu tubh 

1/
 



Centre 
 No. of.candidater 
 No..cf"candidates enrolls
 
applied for the 
 in the course

C.ou.-. e 

' 
l .ih - 'i a
haa -. ­ll-is,. Sinhalla Tamil English 
r,od-iu= mud-= ni-I L'rr- =ediurj-ediu= 


13" - 98 
56L 2 . 7 

Hat-:. 362 5 6 -

Jaf- 1 33 - 10 
Batti o 27 OF 26 7 
R--tn: -­' 139 " 

2415 336 2?9 753 
 10 122

Total 
 II- _I 

303C 9P1
 

Of the total number of 3030 candidates wno had applied

for admission, 1229 were 
selected on the ba.-ta of both the 
realta of an admission teat an: the carka given for relevance. 

In 3Oclt... candidaten fo, .t ::-:%au, a greater wightagehas boon jivon to tae relevan.e :-or. 
For example, a candiiato
 
who had indicated Lie in:,reo 
 in 3otting up an industrial
 
venture has been preferred to a candidate who sougn: 
admission
 

moreal: for the pur;ose of obtannnC a.r'_-::on on. 
Hoover, z t of 1229 candidato- wh 
 were selectea :'o. admission, 
only 981 have finally enrolled n the course. The reason for
 
thin appears to be the fact thp~t 
certain candidates have
 
experioncod difficulty in paying the 
course fee of PA.600, which
 
ia payable to the University by every student who is 
to be
 
roeito-od for the 
course. 
The Un:tvernaty is making arrangeenwts
 



at p:.ezont to cal. for a-;Iications for .h- second batch of 

studentoo ;sgotiations are going on at the mommnt between
 

the U._vcr:.ty Ana the banking institutions for exploring the
 
~
 po~ui~.. . o f r .a: !uciliti#s to atudents who decide 

to act u; indu tria, vent-e- of~ th.eir owr. after successfully 

2:e Ng:" -= t"%, Develap.u-t Boa""rd.(.D.) 

Althoui t..t Iaz be*n engagod in conducting a 5Za 

o....:...og-r= for yra. . .e *. r.e of helpingyer= 

T.he pu-'cipipnn.e to bocomu act.al entrepreneurz, t:.c "vault ban 

not been satisfactor. The number of participn'.3 who have 

tajdon ztaps to net up :nduat-.ia! ventures is lea than 5 per cents 

According to the ID5, two main reasons are attributable for 

this poor response. They arv (i) the difficulty cf selecting 

pa.rticipanta who are Senuinly interested in becoring entrepre­

neurn and (ii) the inadequate duration of a workunop. 

in oraer to ovarcocc L:.eae tiorLCO!:1na of Lhe extiat ng 

r ..=d to t.&t t" -rore -tt. ;o~r = a new acheme 
h--: btc. b:- : --2.. of -t.* c!l pant*-,.trnnnd . ; -%.,-', 

for the -'ro-rs--propor ,4 r, " ncheo, "evert aspects 

muci. wv. .he tv'e of ie-r'y ,mai by the applI-cant, his 

seg, prosent Income, en:rep.-niaa
A 

exposure as *el as the 

i±CUti of hin entrnprn eur: a.' . t n"! ;otentials at 
e),puc'c, t,, bv caref-j­ ' Ansae.. 

Tho duration of the progrwo u41 m 9.. * 1kTse'
 

content han been designed to include the followiuct 

*1
 

http:nduat-.ia
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A*.,oti.vati.on mo%.a:.e (4 days') 

". rreneurehp nntre"d external enviranment module (1 week% 

" _ a.ZtC.' .d;2.e weeks) 

.'.':' - a1)eren: 

',': +,cu-.:. and ezn:nilar~m 
",,.- .. "-ian'oeeenn 

rc,.t Development. 

(n) -W_xnt Visits (I ds:.." 

Since this is a residential training program, the
 
-1D:2 t2.!.ing to set u; a special inktitute at the Pallekele 

........ ;..-
-,- Ztnte, The proposed scheme has been
 
approved by the Technovet Asia, The UNDP hgs indicated its
 
willingness to explore the possibility of assisting financially
 
in .. ur institute. However, the 1DB will
tti. the trainin 6 

be i. accd of further financial assistance for conducting 
=h. ":' :c. entrepreneur development program under the new 

:i;c '>,ft dezigned by tht Zri Lanka Chamber of Small 

T:oa 3ri Lanka Conamber of 3mall Industries which in 
;he orGazization of small industrialists in Sri Lanka. too 
hbn planned to set up a seperate institute under the title of 
Zntropronour Development institute for the purpose of helping 
futuro and current entrepreneurn in developing their skills. 



According to the President of the Qhamber, the
 

project is assisted by -a foreign source of-finance and 

zhe arran:eiments are made to set up this institute in Colombo 

bcforo "- en_ f th.,Zi year. 

f f .ren et-.;:e:.eur development program. expected 

to be cffLrod by the pro:osed institute would include both 

nee...t. -- nnd practical aspecto of training. In-plant 

traiaint is to be an integral part of these programs, according 

Prcidcr.t The Chamberzo 	 t* e .. of Wzn-ber. Since the has a wide 

"n..n- .. -, ypes of industriml enterprises 

it is believed that givi. .rainees an inplant training will not 

be a difficult task for t.'e proposed. instltute. 

However, external fi,.-ancial support wil be needed 

for or.r-izinC and conducting training programs under this 

institute. 

6' 	 How aid' could assist the strengthezing or expanding certain 

existinr- _proFrams 

l Course in EntrereenurinG offered by the Opon 

niv :it:"cf Sri Lanka - A careful observation and analysis 

of t:c c:-J..ng entrepreneur development programsoutlined in 

the preccdiz g paragra;hr reveals that -the coirtificatv course 

in Zrtr~:raneurzhi; I' Open 'University of Srioif-: the 
rno~l ustvA 

!.n':a --*z comparative.y t.,e comprehensiva andoA trepreneur 
development progrw" that deserve& aid for, both.atr.engthmning 

and -expansion. It caters tora lrg :number .o potertial etra­

preneurc at a time in all them thre lfaguages. 



Under this newly started proCr-S,, firztthe package 
of leozon material has already beer issued in the form of 
a
 
printed te::t. Thd second package is ab6.ut to be released 
from t'- printer and last 
two packages of lesson materia'
 
are e-pccted to be out in the printed 
form before the end of 

Although the correspondence lessons, assiignenzs, 
semin-ro, and project work form a comprehensive ;roeram in entre­

pronour development, it has been pointed out by the consultant­
.o uziversity authoritiest . that there iJ much room for
 

r-'±ong improvement and expansion of tne 
existing lesson
 
material 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
 
material in.entreprenenrship for distant 
studente, will be of 
great uoe to the University. Such an expert/adviaor is needed
 

for a period of 6-12 months mainly for guiding and assisting
the local staff on this revision and expansion work. A financial 
grant too will be of use to the University to meet the expendi­
ture that will be incurred on material and local staff required
 

for this work.
 

Th University has the capacity for effective management
 
of. this, program. It has obtained part-time services ot two
 
whzmltant3 and pineL ofa visiting acad m c and professionals
 

in addition to the internal staff.
 



Prog:cr of the Industrial Development Board {,ZDB) - Another 

entrepreneur 4eve.lopme.nt program diaerving. aid for strengthening 

and exansion is the 5-day workshop program of the Industrial 

Development Board. The durntion of the program needs to be 

incroaned to make it a more fruitful project. This requires 

addt.-oznac financial :' Iis alsc i, ce-aory to 

adopt a more systemati: method for selecting participants for 

this progralA. 

Since the IDB has an experienced full-time staff in
 

tho hcad office as well az in the regional offices, it possesses
 

'the capacit7 to strengthen its entrepreneur development program*
 

The institutions that have been engaged in conducting 

ent..prene.ur development programsin SIi Lanka include the 

~ 3ord ~ the atio al ppretib 

shitvat (-W£.), thv Bank, of Ceylon, -the National Youth Council, 

and ithe Open Uni-versity of Sri Lanka. 

rcr's i,. ntrepreneur Development 

The IDB program falls into two categories, namely, 

. tthe progria- designed for future entrepreneugand (ii) the 

progr_-, designed for existing entrepreneurs. Under category 

onae; 5-dcj workshops are conducted in different parts of -the 

~imtr~ 4iork~hops of -this typw have bewn conduct-ad, 'during 

122I"'Ude _Zathgazl Ia 2-dq sarkahopa. ar conduct"e4.2or 
,h. b nefit -f.-xisting amall industrialists. DurI491.98 

. the .IM has conducted 9 workshops under this category. 

http:4eve.lopme.nt


'",he ID3 has planned a more comprehonsive entrepreneur
 

do\clo:-ont program to be conducted as a residential training
 

projoct under the "Entrepreneur Develppment- :nstitute that the -


I) hatn r:-o-osed tc establish in the near future.
 

The !:ational Apprentices'h: 3 oard has conducted only 
C cn.nur developmen; program i:; 1W1 as a follow-up of 

it: -:---cnticeshi 7 tro-ninZ -heme. Ten your, craftsman who had 

succoczfully completed their apprenticezhri- :raining were given 

intitu;tionaI. training in entrepreneurshi.- and assisted in
 

sattin Z up industrial ventures of their own. The response from 

tLe trninaes has nit been hi?.* enough to e:.courage the NAB 

in continuing the program for further batches of craftsmen.
 

The entrepreneur developamnt program of the Bank of 

Ceylon has been a project oreanised by its Management Consul­
nc: ancd Merchant Banking Division. Zt fa-lls into three 

categories, namely, (i) Self-employment project for university 

Under-raduateh, (ii) Tiny sector developm-nt program and (iii) Liter­

aturc for =nall induntry on:repreneurs. 

Twenty five undergraduates are presently underCoing
 

t---i--n under the first category and one 6-day wcrkzho; has 

been conducted for the benefit of 26 young tiny sector entrepre­

neut,, under Category two. Under the third category, the bank 

has ; =nod to put out a series of literature/brochures giving 

information required by persons nho are interested in coin:A 3ef­

employment. 

The National Youth Services Council too has conducted 

a series of workshops and seminars with the objective of develop­

inG entreprGnourial skills of young men and womonz who are 

intorestod in going into self-employment. This program aims at 

trainin- the youth in a variety of crafts in addition to develop­

inC their entrepreneurial skills.
 

Best Availa, le Docue
 



'. rencntly established Open Univeaity of Sri Lanka 

has launched a more comprehensive progr -of study in the field_ 

of ont.cnreneur develorment. :t is aw one-year correspondence 

co'u-=c dczigned for sc ool lewvers. 

The cur:icu1um of t:n course czonista of four subject 

moluloz, nxely, I) Small and medium - scale industries, 

(i) ..roduction, (iii) Marketine and Civ) Accounting and Finance. 
Studios through correspondence lesson materials, recommended
 

readinZs, assignments, seminars, preparation of project
 

roortc and personal guidance b- t.tors and coz.r,ellors are 

the principal elements of this program,. 

Thow who successfully complete this program willie 

be awarded the certificate in Entrepreneurship. Au the first 

batch of participants in this program, 981 students have omm~enced 

their atudiesi.a July 1982., 

2he Sri Lanka Chamber of Small Industries has plinnea 

to set up a seperate institute for the purpose of entrepreneur 

dcvelopumento The programs envisaged by the Chamber are expected 

to .acl. d both theoretical and practical aspects of industrial 

training in addition to the development of entrepreneurial skills 

of individuals.
 

Ho-..i could assi3t to stren.-then or ex 2 an c::iating Zrograms 

.The. Certaficat. Course in Entreprenourkip ofTbred 

by the Open eniversity of Sri Lanka can be tonsidered relatively 

as the most .compehensive and useful entrproneur development 

protran that deserves aid for both strengthening and expansion. 
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The purpose of this paper is the examination and evaluation 

of the existing primary institutional arrangements for meeting 

management training and development needs of the private 

sector of Sri Lanka. By dcing so, the paper deals primarily 

with the task of: 

a. Highlichtinc the nature and extent of trainina 

and development activitie- undertaken by the various 

management training ins-ituts an their relatior, 

to private enterprise, 

h. Assessing the capacity as well as tre resource
 

needs of the various management trainin7.
 

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 allocating and utilizina the 

currently available and forthcoming resourcen 

in order to meet best both short-run and long­

run managerial needs of the private sector. 

Any attempt to improve the managerial capabilities
 

of the private enterprise in Sri Lanka is of vital importance 

to all those who are concerned wit: the prcmcicn cf pr.vate 

enterprise and its role in bringin: about economic we.'eing. 

Management is understandably the most crucial input intc 

any production process: it coordinates and integrates the 

othe: inputs -- labor, materials, machines, .;-novledge an= 

techniques, etc. -- in such a way that the en-:erprise 

achieves 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 ronewing and speeding up its activitie-,
 

the private sector enterprise without the guidance of a 

competent team of managers, may look to one like an army 

page ... 2
 



battalion mobilised 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 
felt that those MT&D needs must be surveyed briefly. In
 

light cf this, the varicus ranaemenn training institutes
 

are surve..,ed in the areas cf VMT&D activities, resource 

allocation and utilization, and relationship of activities 

tc private enterprise prcmoticn. Upon the findings - of 
this survey, a framework is designed tc outline the ways 
in which the functions and operations cf management triining 

in-titutes can be rationally organized fcr meetin- the 
demand for MT&D requirements of the private enterprise in 

Sri Lanka. 

In order to collect information required for this paper, 
the major management training institutes which undertake
 

activities related tc private entexprise were visited. 

Some organizations which represent the private sector and 

its prcnotional efforts were alsc consulted. Tne management 

traininz institutes surveyed and the b'Zsiness representative 

cr.-anizations ccnsulted are listed in Appendix 1.
 



2. 	 MANAGEMrNT TRAINING AND DEVELOPME2NT NEEDS OF THE
 
PRIVATE SECTOR
 

Supply must meet the needs. Therefore, the needs must
 

be studied and clarified before looking into the questions
 

of supply.
 

Manacement training and development ( M:T&D ) needs of 

an enterprise depend on a large array of factors. Some of 

them. are associated with the natiral grcw.th pattern of the 

firm, and some others with the nature of industry or business 

act'-iJty, of the fir.. 

1:;.ile those factors are am;crtant, there seem to be still 

some other considerations whic.. call for attention in the 

determination of MT&D needs. Those are the environmental 

factors which influence the firm. One should not forget 

the fact that the private enterprise in Sri Lanka is in an 

environment of underdevelopment which is quite distinct from 

that of a developed economy. 

The I"&D needs of the private sector must be assessed 

by tal:in- into accunt cf all zhe three types cf factors 

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

T.:.e 	 envirorrnental factcs affecting MT&D needs require 

further elacration. The eccncmv' o: Sri Lanka --. its present 

context -- has to be viewed in the perspective of its gradual 

transition from one of semi-feudal to a modern economy. 

Thir su=cest- that t:e scciety, it all members and institution2 

may nct have well succeeded ir acquiring the essential 

characteristics of entrepreneurial and managerial talents 

prevelant under or required by free enterprise system. 

Pore specifically, one may expect the people in such 

an economy" in transition tc value the pursuance of short
 

run goals and to neglect the lcg range ones. Failure to 

see relationship 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 grovth. A private sector cannot grow without 

4page ... 
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s-ch drives being cultivated as intrinsic values of its 

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

preparation (educaticn) of inanae3s on a lonc 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 

..... his is a major reason for the widespread interest 

amonc investors/entrepreneures to gc intc enterprises 

which are comercial rather than producin- an- Sellin:. 

A private s.-ctor cannot possibly be promoted solely on the 
basis cf commercial activities: it needs to enter strongly 

into tle arena of producing as well. K'anagerr whc are 

ir coe business do not fit well into the croanizationa.,.,cial 


requirements of production. Thus, there is a second reason
 

tc feel a need for basic preparation of manacers on a
 

lono-term basis.
 

The 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
 

seriously, they do not appreciate the rcle of innovation
 

in successful business. Unfortunately, our managerial
 

thir.:-in7 is often shap~ed by anti-innovation attitudes which
 
are -.-- as derived mostly from the underdeveloped society 

.anaaerient t-aining and development ha- a role tc play 

in chancing attitudes and cultivating innovation-orientation. 

Thu_-, there is a third reason for considering basic preparation 

of managers on a long-term basis. 

cn the same token, there are a host of other characteris­

tics o-- 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 

businesc ethics. Again, these are areas in which basic 

managerial preparation is reguired on a long-term basis. 
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Lack of experienced managers has always been a problem
 
for many especially for those whc venture into new business.
 

This should not be considered as a problem of numbers alone,
 

ie., in quantitative tems. Qualitatively speaking, to what
 

extent can a businessman depend on a Sri Lankan manager
 

with experience? What does manaceial experience in ar
 

enterrise in an underdevelcFei eccn-.:'\ tell a Frcspective
 

employer? Ir the developed ccun-rv, expt.rience ;s reascr.ab
 

riliable. But in the underdeveloped cne, one's experience
 
may be a handicap in adjurtinco tc dynamic circumstances, o:
 

may be an obstacle tc the 7rovt1- cf a firm. Short-tern
 

management trainin7 has & special rcle tc -lav in this case.
 

Short-run management trainig is de!ira*lle, inter
 

alia, for:
 

- molding college/university graduates to the needs
 

of first job,
 

- imparting skills required in the change of jobs!
 

change in jobs,
 

- imparting knowledge to prevent managerial obsolescence,
 

and
 

- upgrading managerial competence in given areas of
 

concern.
 

What i5 the genera! outlook for ,&D needs cf the 

private sector? A recently concl-ded stud. cf smia.ll and 
medium scale industry in Sri Lanka conclude- that extra­

firm factorn are more important t,-a. mana:er's role in 

brincinc about crowt, tc man%, firnl , ' :r, " 

It sems that most of the managers loo) at ccst ol,;ent. 

in terms of what is paid for materials, labor, capital funds 

etc., and pay loss attention to the elomont:- of cent 

involved in the bxhavioural aspects of organization". 

1. G.I:.J!.W1jowardor.o, Tho Growth Patt:-rnn or flrrblll And 
Moditun Scala Indugtrion in 5ri Lank a, Fculty C. Mlinq­
ment studios and Cormoqrce, Univ'rsity of "41. J.-%u"arl*­
pura. (1982), Unpubliaht.d Doctoral Thonin. PP. 21•29 

I(3LQ" 0.. C' i' 
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';>at are the specifics of :T&D needs in tk'e promotion 

cf p:pivate sector? Consultations wit' employer representa­

tives and 12 managers from private industry and related 

activities who are studying for lBA degree at the University 

of Sri Javewardenepura, some understanding waS possible 

about the direction of ..&D needs and a classification 

there of as follows: 

(i) 	 Areas c--?&D Requirin7 Sh,r: and Lc-., F.u-. 

Consideaticr 

Areas of t'l&D Len-,- of MT&D 
Shor: ru , Long run (2) 

First :c:'' Seccnd -ricritv 

Production Management: 1, 2 2 

Operations management, 

Materials manacement 

Prcjects ILanagement: 1, 2 2 

Preparation, evaluation 

implementation, & control 

Marketina: Markeuing 1, 2 2 

mar.a ement, international 

-,.-c---n , market :-esearch 

Administraticn & Polic' 	 2
 

Human re'.ations and personoel 

rana emn -. ' 

M.:anaoement fcr bankers 1 	 2
 

Businefs commu~cations, & 

2
data processing 	 1, 2 


2
Financial markets 	 1, 2 


Internaiional trade and
 

investment 1, 2 
 2
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(ii) Level/type of M'T&D Needed
 

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

First pricritt" Second priority
 

Top management 
 2 

Nidcile manaqement i, 2 2 

Lower/Supervisory mgt. 1 2 

(iii) Nanacerent St'port Services
 

(a) Resea:-z- an- infc:-.:t.icn service with 
respect tc the Sri Lanka capital. market 

(b) Business informaticr: service catering to
 
the needs of private enterr-rise
 

(c) management consulti.- services for pribate
 

enterprises
 

It is also felt that the private enter-'rise managers
 
and owners need tc be educated tc be able tc understand and
 
appreciate the role cf IMT&D 
, ar,d encourage r.hem to plan 
ahead fcr .T&D requ4reme:- fi" rT.t:f t'. 




3 * NAGE1EN TRAINING INSTITL.UTES 

This section describes the objectives, functions and
 
history of the principal management training institutes which
 

have a relation to the private sector in Sri Lanka.
 

,_ CentreE '_crH-4 cher Learnin. and Development 

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

Management education is provided at both undergraduate
 
and pcs:graduate 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 adequate staff in the fields.
 

Undergraduate studies in business administration was
 
started at the university of Sri Jayewarderiepura in 1960.
 

In1£72 the University established a separate Faculty for 
YPanagement and Commerce to become the only university faculty 

in this discipline even today. The Faculty is comprised of 
three derar-ments and a postgraduate division. 

Its ohjectives are to promote management education,
 

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

zation.
 

Principal Functions and Proramnes of Activity­

(a) degree programmes at bachelor's level.
 

Four degree programmes each running for 4 years are
 

conducted at a time. They are: 
- Eusiness Administration (B.Sc.) 

- Estate Management and Valuation (B.Sc.) 

- Commerce (B.Com.) 

- Public Administration (B.Sc.) 

(b) dearee programmes at master's level.
 

Two degree programmes each running for 2h years
 

are conducted at a time. They are:
 



- Public Administratic: (PA) 

(c) training: Its facul: , (permanent staff is over 

30 members) constantly participate as resource personnel/ 

trainers in short-term training programmes organized by 

industry. Especially, the fcreig, prcfessors attached tc 

the faculty have become important resource personnel to 

the concerned industry in recent years. 

(d) Both# undergraduate anr postgraduate students
 

engage themselves in research projects leadingX to research
 

papers/dissertations/theses where a large number of topics 

are chosen from/in relation to private sectcr organizations,
 

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. Its objectives in the
 

area of management are:
 

- to enhance the quality of managers, executives,
 

and administrators already in service, and
 

- to introduce these personnel tC modern t-heories
 

and practice of management and administration."
 

Principal Functions and Programmes of Activity:
 

The university conducts an Executive Diploma in
 

.'ublic Administration/Business Administration. This is 

an extension course started in 1981 for managers in both 

government and business. At present, it doels not have 

a special institution to run this programme of studies. 

It is managed by an advisory committee set up in the Faculty
 

C-f Arts, and lectures are conducted by drawing personnel
 

from outside organizations. It is a part-time course
 

whose duration is 12 months ( 30 weeks).
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_,... ,en UniversitI, of Sri Larka 

Set up under the 'UniversitiesAct No.16 of 1978, the
 

Open University has been in operation from 1981: It prepares
 

its own courses and offers its own degrees, diplomas, and
 

certificates. Perscns aged 16 and c€er can pursue courses
 

leadina to above qualifications mainly in their own time
 2 es.an.' in their own hc 

Activities in the area of management have not yet been
 

fully developed and hherefore, objectives are not clearly 

set. 

Principal Functicns and Programmes of Activity: 

m:anagement education and training is a declared function 

cf the Open university. But it has not yet been able to 

draw personnel to w ,-k on a programme of activity. However, 

it has been able tc launch preliminary work leading to 

the conducting of a certificate course in Entrepreneurship. 

(ii) Professional Institutes
 

The Instiz:te cf Chartered Accountants cf Sri LanJka 

".e Institute has beer in operation since 1960. It was 

established by the Parliament, by the Institute of Chartered 
.
Accountants' Act Nc. 23 cf 1259 '.e primar- object of the 

institute is regulatinc and contrclling the profession of
 

accountants and auditors in Sri Lanka.
 

Principal Functions and Programmes cf Activity:
 

The functions as implied in the oricinal Act and subsequent
 

laws enacted by Parliament include conducting courses,
 

examinations, and supervising training leading to professional
 

qualifications in accounting and auditing, and promoting
 

education, training and development of persons in accounting
 
relatcf nulectc..'an4 

(a) Courses and supervision of training in the following
 

levels of accounting, leading to Professional Qualification of
 

Chartered Accountant:
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Preliminary level 

Licentiate level
 

Associate level - I
 

Associate level - II
 

(b) Course on Business and Financial Administration:
 

This course is designed for the members of the-


Institute (C.artered Accountants); it 	 aims at 

broadeninv the perspective of the role of accountant.
 

Duration is 61 months and conducted by the School of 

of Business .which is a branch of the Institute. 

(c) Course or, management in Developing Organizations:
 

A short course whose duration is 1 to 2 weeks
 

is designed for accountants in organizations.
 

Conducted by the School of Business. 

(iii) Other Instituter
 

a. National Institute of Business Management (NIBM)
 

The NIBM was established in 1968 as an Agency of the 

Industrial Develcpment Board cf Sri Lanka under the purview cf 

the .inistr of Industries and in collaboration with the UND., 

with ILO as the executing agency. On the 1st of January 1977 

the inctituze was .nccrpcrated under the National Institute 

cf Business .anagenient Law No. 23 of 1976. 

Among its objectives are: 

- development c'f anagers and supervisory staff 

of industrial and commercial undertakings both 

in the publi: and private sector: and training and 

educating workers for creative participation in 

management,
 

2. For further detaiis, see General Information, Part One,
 
The Open Univerrity of Sri Lanka. 

3. For further details, see, the Institute of Chartered 
Accountants (Amemnient) Law No.34 of 19754:and Student 
Guide, Institute of Chartered Accountants of Sriaa, 

1-4.	 pg 
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- provision of apecialist services in mnagement
 

to government and private organizations in estab­

lishing performance standards, improving producti­

vity, etc.,
 

- undertaking research and tathering data on aspec & 
of management and relevant socic economic pheianona#, 

and, 

- providing management information services tc outside 

organizations and training perso.nnel in computer 

programming 

Principal Functions and Programmes of Activity: 

Training servicws are directed to management and 

supervisory training. Priority is given tc integrated 

in-house training. Programmes are on a wide range of 

t pics and are for clerical, supervisory, junior, middle, 

and senior management. Most programmes are fox 1 week 

or occasionally 2 to 3 days. The longer programmes are
 

tiploma in Business Management, Diploma in Industrial Engin­

eering, Diploma in Marketing, Diploma in Personnel
 

:.anagement, and Diploma in---Administration & Company
 

Secretaryship. The duration range from E months to one year.
 

The .!IB" undertakes res3earch projects mostly in 

gcvernment owned corporations at the present time. It 

renders an extensive consultancy service to both public 

ard private organizations which has become a major source 

of income to the institute in recent years. 

b. National Institute of Plantation Management 

Established in 1979 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 amsociation with the Tea, Rubber rFsearCr 

and Coconut Re'sarch Institutea and other related- institutes; 

tc sponsor and hold seminars, workshops and conferences
 

and publish in connection with plantation management and
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development; and to carry out research into plantation
 

management and labor relations. The managing agency
 

ot the institute is the Ministry of Plantation Industries
 

Principal Functions and Programmes of Activity:
 

The functions of the Institute revolve around traininw 

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 two issues of its own journal 

which caters the plantaticn employees in particula:. 

The institute has conducted sc far three correspondent
 

courses each running for one year. The courses were in
 

accounting, book-keeping, and management of life stocks.
 

Among the oeries of seminars organized is one on quality
 

control for top managers of plantation estates. The majority
 

of plantations are now owned and managcd by the state.
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5. 	 SMiWEY AND ASSESSIM".r OF IW AN~tTET
 
TRAINING ACTIVITY
 

The capacity of MT&D depends largely on the u
 

inputs of the training institutes. Ir this section, therefore,
 

an assessment is made of the four ty.-pes cf resources:
 

trainers/rescurce personnel availahle for training and develop­

men.t: libra.- facilities: Ph.lcal acilities: and finance.
 

(i) Trainers/resource pe:scnne!. available for MT&D by
 

the institutes
 

An acccunt of the trainers/resc%-rce perscnnel availabld
 

for 192/E3 at the traininc institutes is giver ir.Table 1.
 

The personnel are categorized into permanent and visiting
 

staff(local and foreign), and an aztempt is alsc made where
 

possible, to associate them with the programmes of activity.
 

The assessment of strengths of personnel of each institute
 

on a comparable basis is diffic",lt due to many reasons.
 

The difficulties include (a) variation of qualifications and
 

exp-erience, (b)variation of time devoted to training vs.
 

other activities of the in:;titute2, (c) i.nvclvement of
 

visiting staff whose time devoted to trainin7 is variable,
 

(d) 	variation in the ty-pe of traininq activity involved,
 

and some more. Therefore, a quantitative as-_ssment falls
 

short of any useful purpose.
 

To be realistic. assessment of training/resource personnel 

must be made in conjunction with the trainin: programmes 

discussed in the previous sectio an_ the ne::. section. 

However, a few-words about the role of staff in oeAch 

institute shall throw some light c., this manpower aspect of 

the 	total inputs into management training.
 

The university of Sri Jayewardenepura permanent staff 

is engaged primarily in educational an trainin- activities 

related to its dogree programmes. The Postgraduate Division 

of the Faculty of Management Studies and Consurce employs a 

significant number of foreign professors who come to the faculty 
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of twc lir . programme-" wit rniversities in Canada 
ae part 

Under the Canadian lin). project. three
and Belgium. 


professors come every year ( until end of 1984), 
each for
 

from 
a period of 4 months. Similarly, the im prcfessors 

They engage
Belgium come for a period of 6-8 weeks. 


themselves in teaching for MBA students, research, 
and
 

conducting seminars/wcrkshops tc private sector 
managers.
 

Internal staff include 4 Ph.D.s and 13 master's 
degrees in
 

Six staff members are
 management and/cr allied subjects. 


studying for higher degrees abroad.
 

the Colombo University programmne in management
Staff at 


is basically drawn from local prcfessionals 
in government and
 

business orcanisations tc ccnduct lectures in 
the evenings.
 

Staff a"- the Open University is comprisee cf lesson writers
 

who undertake assigxcifnts on a fee basis to run correspondence
 

The Institute of Chartered Accountants has 
designed


courses. 

its management course r.nd professicnal accountants 
courses
 

by relying upon again the visiting staff. The NIBM on the
 

contrary has a large internal staff rcst of 
whom have
 

acquired professional qualifications in addition 
to their
 

The NIPM is a young institute whichiigbly
basic degrees. 

staff chosen from various organizations

depends upor visiting 

to meet its needs in conducting courses in practical
 

accounting etc. and ad-hoc seminars for superintendents 
and
 

other managers of plar-aticn crops. 

(ii) Librar' Facilities 

The library facilities available at the institutes 
vary
 

-a ! and access to them. 
in terms of volumes of books/our n &

for the mermers/students/participantsAccess is primarily oaly 
The degree of access also
 of the institutes concerned. 


according to the type of student/participont in
varies 

An account of the library books and journals
programmes. 


is given in Table 2.
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Table 2- Volumes cf Boohr/Journals 

Available ir.Li'ra:rie c: 

the Training Institutes 

No. cf Volumes
Institute 


University cf Sri Jayewardenepuras0 F I
 

60C
University of Colombo 

Open University 

Institute of Chartered Accountants 2,680
 

National Institute of Business V:ar.a-eent!O,00C
 

National Institute of Plantation
 

management 112
 

21,612
Total 


From the above table it is clear that the total number 

The volumes listed under
cf volumes available is 20,000. 


the University of Sri Jayewardenepura include management
 

well. In the case cf Cclc-mi.and related subjects as 
areUniversity the volumes listed are mainly those whlcc 

to the students in t~e DiploB :v cgrsr1fe,made available 
" 

and received by way 	 of dcnations frc, the As :,,ticn. 

(iii) Physical Facilties
 

The physical facilities considered here include:
 

room facility for lectures, seminars, wcrksho.s: residential
 

facilities for foreign professors/resource personnel, and
 

and printinc and
trainee- participants- teaching aids-


duplicating facility.
 

The university of Sri Jayewardenepura has its own lecture
 

room facilities for 	 1,10C undergraduates, and 4. :::caduate 

It also provides residential ac:cmnodation(MBA/MPA) students. 

for three foreigners in a separate bungalow located in-campus.
 

rooms por psrscn, bath-rooms
This housing comploa includes: two 


attached, air conditioninq, and cooking facility.
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Table 1 - Trainnis/research or resource personnol 	avaiin1lo for 

training activitieb of the 	Institit-os 19S2-93
 

Institute programme 	 Duration & Number oE staff personnel 
medium of permanent visiting visiting 
inatructionlca Slocal foreigln 

1. Faculty of Manage- 1. Master of Business 

ment Studies & Adninistration(MBA) 2h years 

Commerce, Unv. of Master of Public English 

Sri Jayewardenepura Aini nistration(MPA) 

2. Bachelor of: 

-Plusiness Admin. 4 years
(each prog. ) 

-Estate Mgt. & (eahla 

valuation Sinhala 

-Commerce 1Sinala/Eng./ 

-POl:lic Ariajr. Tamil 

Sinbala 
Total 

2. 	 University of Colombo l.Rxccuti',e Dip'loma 12 months 

in Public/nusiness Englisn 

Ad(Iiristrati o,, 

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

h. Commerce provrannme is a)vailable in Sinhala, English, 

9 a 10 a 

11 

2 

I1 

39 

3 

7 
7 

7 

16 

5 

43 

-

10 

-

ancd Tamil For the yea- 1982. 
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Table 1 continued. 

Institute 	 Piogramme 

3. 	 Open University 1. Certificate in Entrepreneure
-ship 

2. 	 Diploma in lanagement 
(unl-r cotisideration) 

4. 	 Institute of Chartered 1. Din. in Pbisiness & Financial 
Accountants A,b7d t:]lr .1i i1 

2. 	 ('11Irlole(I A.'co,1tants 

Total 


5. 	 national In.'.itute of 1. 1i[,1oi,, iii! 
Blsiness Ianagement - 11usialess IkIt. 

- Industrial Engineering 

- tarketing * 
- Personnel ranagement 

- Administration & Company 

Secretaryship 

- Computer System Design 

2. 	Short courses and
 
Semiar s/workshops 

Duratjon &
mediu of 
ins triction 
3 

3 yeat
Sinhala 

Thilbr of staff 

permanent visiting 
local 

1 13 

per.cniir­

visitLiPC 
fore iJF­

1 

2 ynais - - -

6 mo 1 :11s 25 3 

4 y-ar. 

Enq],i S, 

Si nhala 

2 

2 

61 

86 

-

3 

'ostJI 

1 yea 

Eng/Sinbala 

English 

Eng/Sinhala 

En /snhala 

English 

English, 6 months 

I.A.­

Eng/Sinhala1 to 2 weeks 



.able 1 continued. 

Inrti tute Prograrsft Duration, ?thuIxer of r.I-aff po.rsonnnl 
meiUm pcnarent: vis7iting visitim.1 

local foreign 

... 
P 

.cinal Intitute of 
a.n tat i cn !"13 ta net 

1. T-,ree
deCnCydei-?cire 

coirespon-
ccnrses i n 

1 I-ear 
Si tnhala 

3 30 

ai~c: r'ti fl3J 

'. c',*,-ixar Uplo 2 vwre-ks 

c. Includes guest lecttirerm as well. 

d. Duration ofstay r-: perscn is le-s than a month. 

-Sessicns are held vn one or two daym per week 
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..e Faculv" al ,-has a mini-computer, one cve:'head projecter
 

and a few other teaching aids.
 

The University of Colombo uses rooms of the Science
 

Faculty to conduct classes-in the Diploma-p.rogr.amme. It
 

does not have teaching aids and equipment at the present
 

time.
 

The Oren University's system of education is
 

different from the conventional met.hod. It prcposes 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 spacious building in Colombo 7. where most of the
 

however, arelectures are held. Some of the classes, 


conducted in hired-places elsewhere. Some teaching aids,
 

duplicating facilities etc. are available.
 

The W9rY i "also-located in a multi-story building 

in Colombo 7 wbere 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
 

house about 75 people at a time.
 

The NIPM is located in Colombo 3 in a few room a oL 

a building. It does not have lecture rooms of itu own. 

Duplicating and reproduction facilities are avai.able. 

(iv) Methods of Finnaa
 

University of Sri Jway dwnspur pA.i 

management at undorgraduate level are entirely financed 

The current costs of the postgraduateby government. 

progamne are covered by progranme fees charged on parti­

cipant students. Capital expenditures are supposed bo be 

met by the government throudih annual budgets. 

Management education prograumn5 of the other two 

above are run at the expense ofuniversities ment-o..Od 


studLnt foes. Capital expenditures are to be met by
 

government annual allocations. 
 21 



'e 	 nstitute of Char-tedd Accountants receives abctr 1/2 cf 

its 	funds frcr. government, and the rest is earned 1i-v va" o. 

students fees and membership fees etc. The finance 

come from three major sources: Capital expenditure is 

financed mainly by government grants: 50% of the recurrent 

costs are earned by training programme charges- 30c" from 

consulting and research work; and the remaining 20% from 
fund_miscelleneous avenues "..e 171P." rurs cr. ac,'ernment 

mainly. The FAC has contributed USS40,000 to its capital 

budget- and about 201, of recurrent costs are earned -. 

way 	 of programme fees of students. 

5. 	 SURVEY AND ASSESSMENT OF PAAGEMZNT TRAIMING AND
 
RELATED PROGRAMES
 

After the survey of inputs into the training programmes 

of the institutes, it is appropriate to survey and assess
 

how 	 the resources are being utilized for training purposes 

by the institutes.
 

Some preliminary information in this regard is given
 

in Table 3.
 

Programme outputs, measured in temms cf students/
 

managers trained, are such that the large proporticn of 

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

mela 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
 

developed country, universities enrcll as much as 20,000
 

annually. We are enrolling only 40 this yeari
 

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 

number of diploma holders in Sri Lanka is approximately 
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4- -..e trearr of managementlittle away from the 


education and training, the Chartered Institute has put out 

nealv 1,000 qualified chartered accountants. Its 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 charactex and calibre of
 

pa:ticipants, the ?.BA prcgrame at the u.iversity of' Sri 

Jayewardenepura remains far above all other programmes and 

trainin. activities undertakern at this time inr Sri Lanka. 

The foundation for the programme was laid with the partici­

pation of an American Fulbrighter who spent a full academic 

year with the programme in teac:in courses and developinc 

local case studies. The organization of pror:amme and 

teaching level and style have been attractive to foreigners 

in universities of many countries including Canada, Belgium, 

France, and recently some developing countries.
 

After qraduattion, r3As 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 managerial thinkin, and more light to positions 

of propulsion in organizations in Sri Lanka. 

A weakness of the programme revolves arovnd the question 

of maintaining the quality of prograLmes without assured 

support of foreign universities for some time tc come. 

The location of the university which is ' miles awa" frc­

the commercial capital of Colomboc is another e-isadvantage 

for the programme. 

To the contrary, the Colombo University is located in the 

heart of the city and thus it is able to draw stucents as 

well as visiting staff. All other institutes are located 

in Colombo proper in suitable locations. The Chartered 

Institute is known for its ability'to secure and maintair 

high quality in its programmes. A weakness of this institute 

is the lack of internal staff for education and training 

purposes. 
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Table 3 - An Acrc-uit of Vrainiig Prograr,,t; - 2 

Programme name rkiation 	 Frecju- No. of No. of hTis. ITo. of Type of st-u,10,Il 
enc" courses per course part i ci pan Ls particilianl 

1.UUIVERSI T Y OF SRI JAYEWAP 	 (in a week) 

DEI:EFUPA 

rlaster of P.usiness Adminis- 21 ypars 20 42 30 iddle/:op mana;h-r-r 
tration (1BA) dlaily holding unv. . 

Part-tiVaster of Public Admini-
tiation (r1.PA) -d,,- 20 42 12 - do ­

P.-c. nus. Arlmin. (Special) I Y'oaj -de- 22 120 3T70 High school stulent 
wi th commerce/occn. 
accountancy 

BSc. Estate Mgt. &Val.(Spcl) -3o- -do- 22 120 100 -dO-

Mlom. (Spcl) -3o- -do- 22 120 350 -do-

BSc. Pub. Admin. (Spcl) -do- -do- 22 120 360 -do­

2 .COLOMBO UNIVERSITY 

Diplc na in Public/Business 1 jear daily 6 60 80 Executives in 

Administration organizations-

Part-time 
3.OPEN UNIVERSITY OF SRI LAT.?A 

Programmes yet to be launched
 

4.IT1STITUTE OF CHARTERED 

ACCOUUTANTS OF SRI LAHIKA 

Diploma in Business and 

Financial Administration 65'moiths 4 6 20 60 Accountants, 
lays Graduates with 3 ,cai . 

of mgt. exp1rioic 

conti nxcd .... 24 
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Table 3 continite1. 

Prcxirane name Dluiat irn Piequency No. of No. of No. of Typp of sli,,r-rdI/ 
courses hrs. per I-rti-iants 

cour se partcip.lxi 

!NST. OF CHAPTERED ACCT.
 
Contiinued. 
 20 to a 

Chartered Accountancy 4 y-a 's daily 20 6O 11,446 IHigh school stA rdn
prO<J rarne accountants,
 

graduates
 

5.1IAT]ONIAL IN!STITUTE OF 
BUS I NIESS NtIAGEMEIRT 

Diplomas I year week a to 30 to 90* Practisin 
or end 10 40 managers frc.m 
6 months 

public/privat e 
sectors
 

Short courses/workshops Less than several 	 --- 1593* Managers of
 
2 weeks 	 per various types
 

,.onth
 

6. IIATIOMAL I1NSTITUTE OF 
PLAITTATIO4 I TZAAGEMEIrr 

Correspondence courses 1 "ear weekly 6-8 	 934 Lower/middle 

level plantati r. 
managers
 

a. 	 Includes all students reoistered for year 19P.21 at all the fcur levels of 
study:Prelimipar = 7.132 Licentiate 3,864; Aps6clate level I, S,II = 450 

SData for year lf9l. 
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P IVAT EMIE RPMFSE
 

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 governments after independence in 1948, in
 

order to deal with the needs of t:-e growing public
 

sectcr ummi. However, these inst.tutes ,ere en-agef 

in certain activities related tc the private sector for
 

many year-s. Durin; the past five 'ea, ze irsituacna 

tendency toward the private sector is quite visible. 

Support of the private sector tc ;romcte train.n­

by'other institutes iz alsc imr.c:'anL in ex;laipinc 

the extent of relations between the two sides.
 

The private sector, as usual in underdeveloped countries 

and some times even in the developed countries for that 

matter, does not plan training requirements in sucl a 

manner that the training institutes can establish a 

continous link with the enterprises. Private firms 

do not always value the input of training as much as they
 

should, and seem to lack high confidence in the training
 

institutes' capabilities to contribute to enterprise 

promotion. While there are reaso~nz for the private 

sector to isolate itself from hc :raining institutes, 

there are good reasons to recocgnize t*6)e importance of
 

communication between the two parties. 

Communication is lacking not only between the trainin' 

institutes and private sectr, but alsc amon7 the traini.­

institutes themselves. Competitive mind, jealoucies of each 

other, and institutional preoccupAtion do not certainly 

encourage institutional collaboration. The fact that 

each can .benefit from each other, and render a better 

service to the business in yet tc be sold, specially to 

those who run our institutes. 

page ... 25
 



Training, by itself, is a shill. It is a skill wlic 

hac to be developed continously. As much as the hnowled&e 

in management, teaching and training methods too are subject 

to change. Exposure and upgrading of skills by the trainers. 

is vdry rare, may be due to lack of opportunities for them 

tc improve themselves. This is one of the reasons for 

not been able to fully utilize some of the teaching aids 

available at certain institutes. 

Eve-" instjttue ccplains cf tre iradeqacy of F--,sica! 

facilities available for classrooms etc. Inadequacies are
 

strongly felt in the prdvision of housing accormnodztion
 

for the foreign ;r1fessors ,ho come tc the ins --. 

The institutes canrot find adequate funds tc find -ctel 

accommodation for the foreign visitors. The university 

of Sri Jayewardenepura is the only institute which has some 

facility for visiting foreigners. The visitors would
 

like to be closer to the institutes concerned, and looked
 

after personally when they are on short-terrm assignments. 

Interaction between the local staff and the visitors
 

become less than optimal and more problematic when the
 

visitors are away and involvemenz is difficult.
 

Training programmes almost exclusively utilize c: 

depend rather, on foreign material which do not necessaril'" 

meet the local training needs all the time. Lach of local
 

research and concerted effort at buildinc up a body of local
 

literature seem to account for this gaZ.
 

is vital for success cf
The continuit- in trainirn 


training. Training is not planned or either side: supply
 

o.r demand. Some infra&tructura2 development in other 

countries which have seemingly found indirect solutions 

to such situations are the developed business comunication 

systems by which firms can feel togetherness, sharing of 

information, and pooling of funds for training and development
 

programmes. Followup activities in training seem tc fall
 

out side of the scope of responsibility, at least as it looks
 

today, of any institutes providing trainincg. 
•..26
 



Utilization of scarce resovrce! to meet oLjectives means
 

management than economics. It is unortunate that the mana­

gement training institi'tes do not consider the best utilisa­

tion of their resources vithir a wider framework involvin 

more than a single institute. 

Eac*.. tralnin.: inati-tube .a eei ="cllcair 

tanL -- competition while doint" a better se.vice -c the 

industry,. A strateT.' that would seem at:rac-..ive ",c all the 

zraininc institutes, at least t.ecretically, is tc design 

resource utilization on the ".a. c- institticna! "nte-­

de-endence rathe: irndeper,.,rDc...:ae'.ce-.e-n=than :n.;e 

plannin:, economy, and promotes duplicatior anz vaste. 

It may be useful for the institutes tc have a co,-6-ion 

understanding as to the major areas of training activit " 

that each should be mainly responsible. .i-gher learnin:, 

careducation, lon-i: run educaticn an- trainin= ':e mcstl 

the responsibility of universities. No-university institutes 

may cater tc specific and s.ort-r,= needs of management 

of the private sector. Instit'tions car ccllaborate, -oever, 

in the conduct of these prov&ram.,es. It r-.z" cone in the O 
f.orm of sharing/exchanging trainers, !i'-'. fa:ilities -or 

trainees, and phtnica! facilitier st' ; e- e/seir:" 
erooms. Training prcrnarxmes ca: : "" t: 's-. 

i ntly bv a number oC instituer. .- :" e can specially 

cooperate in forming teams to -"' com-c.. rrc*.lems, ccn-ul­

fancy requ rement, an rz" --- , ,a- : 

as to conduct in-house trainin7 and develcpment in -- e 

private enterprise itself.
 

While the university of Sri Jayewardenepura (alread' 

having housing accommodation for foreicm: visitors 'hich
 

is rent Cree facility) can be the centre fcr fcreiCn perscnnel 

the !-IBI' can be the main venue for training at high level 

and short duraticn. (where physical facilities are availal-le
 

for seminars). The role of the NIBN in this revard.can also 

be expected from the Chartered Institute. All the institutes
 

have staff interestod and capable of forming into teams 

for research, consultancy, and in-house training.
 



. o iand resource 1_ee 

In the context of rational programming by the training
 

institutes for maximal -utilization of resources, the following
 

needs are felt:, 

the 	quality of trainers.
1. 	Taining depends lgea..:,-. 

Nct crly the training .cr m.a:agers but also, the 

training of trainers is required in the context of
 

Sri Lanka. In ccnsiderinc the areas of training
 

Which the private sector feels most inadequate,
 

it seems desirable tc stren.then the trainirg 

staffs of the institute-. Freing prcfesscrs, 

resource personnel or tecn:cal assistance will 

be highll useful in t.'e fcIlowing areas: 

Production Mana.?icment
 
Frcjects Management
 
Marketing 
Business crmnurications
 

Data processing/ Computer science
 

Tradd and Investment
 

.:rmarily in association
Perscnnel can z_ hcusez 


wit!-. the MRA .rc.grame at Str Jayewardenepura. 

2. 	 Lirar; *_cae.-E and jcu:r:- n t anacement , and 

Enzli 	 are required a "" for the universities and the 

hartere 6 Eza-.ion of English languageInstitute. 


is vital for management training.
 

aids. These3. 	The universities requi-& teaching 

include: taped programmes tc be used with the
 

mini-computers: mini-ccmputers for trainers usej
 

Word-processors; duplicauinq machines; Electric
 

type writers; Filing cabinets: magi-boards and
 

Ncne cf 'e things is available
flip chart .
 

in management training in the universities.
for 	use 


Funding for research, ccmmunication and information
4. 


services is another area requiring the attention
 

28
 



- 2. ­

cf tile training institutes. One institute like
 
the Chartered Accountants, where there is a research
 
and training division can promote a researdh fund
 
which can be used.-by teams undertaking research -in 
areas elevant to private enterprise. 

The private sector needs upto date business performance
infcrnraticn, and information on product markets, 
financial and capital markets, and training programmes
 
etc. A service in the form cf a weekly publication 
useful for business can be rendered by an Institute 
such as the NIBM where there is printing facilities 
are available to some extent. 
 Further needs are to 
be studied. The institutes must w:rk out a coawon 
programme for the purposes outlined above. 

5. Foreign visitors to Sri Lanka need housing accon.soikton. 
As an alternative to private housing and hotel accoemuoda­
tion which are expensive it may be desirable to
 
promote housing facilities 
at the trainiig institutes,
where possible. or example, the housing'facAliAy
 
available 
for foreigners at the university of Sri Jaye­
wardenepura, where two rooms are already air conditioned, 
will need further air conditioning of more rooms,
 
further equipment.: fcr 
hot water supply, and better
 
and enlarged facility for storing foods. 
 The university 
can sh,-re other expenses of up-grading the house, 
in addition to its bearing of funning costs, and rent. 



APPENDIX I
 

MANAGEME T TRAINING INSTITUTES SURVEYED 

Faculty of Management Studies and Commerce,
 

University of Sri Jayewardenepura, Nugegoda
 

University of Colcmbo 

The Open University of Sri Lanka
 

The institute of Chartered Accountants of Sri Lanka 

National Institute of Business Management
 

National Institute of Plantation Management
 

Employers' Representative Organizations Consulted
 

The Ceylon National Chamber of Industries
 

Greater Colombo Economic Commission
 

Hatton National Bank
 

Bank of Ceylon 



ANN=X I 

POTENTIAL PRE-FEASIBILITY STUDIES AND INDUSTRIAL PROFILES 

(Source Nathan Report) 

PRODUCTS Estimated No. of 
Investment Studies/ 
Potential Profiles 

* 	Mangoes/Avocados (fresh, canned, Jarred) 2 - 5 5 - 10 

* 	Tuna (includin& shore processing facilities) 10 - 15 1 

* 	Fresh water prawns 2 - 3 5 - 10 

* 	Vegetables (canned, Jarred, frozen) 5 - 10 5 - 10 

* 	 Oil seeds for- export and oil-cake for domestic open ended 10 - 15 

poultry, fish farming and dairy industry 

* 	Cut flowers .5 3 - 5 

* 	Gem stones - jewelery design 1.5 3 - 5 

Graphite exploitation open ended 1 - 2 

Pigments.and paints 2- 3 5 

* 	 Titanium open ended 1 - 2 

* 	Soya beans, and bean processing 2 - 5 5 

Glass plant - jars, sheets 1.5 - 3 1 - 3 

* 	 Ceremicware .5 1 

Filled milk .5 1 

Spice packaging relatively small ­

* 	 Rubber products (sports equipment, household, open ended 5 - 10 
and industrial items) 

* 	 Instant tea production and other tea products 2 - 3 5 

* 	Boats (fibre glass) for export 10-45 ft. 2 -3 2 - 4 

* 	Broiler - chicken operation 3- 10 1 - 3 

Fishing nets for export .2 1 
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PRODUCTS Estimated 
Investment 
Potential 

No. of 
Studies/ 
Profiles 

Leather goods 1 -2 2- 3 

Coir products .5 2- 3 

Soap .5 1- 3 

Toothpaste and pharmaceuticals 2-3 

Cocoa & Chocolate 2-5 1 

• Agricultural machinery components 2 -5 2- 5 

Ship container production .5 

Alcohol 

Industrial/Beverage 1 - 3 2- 3 

Ship building and repair 3 - 10 1 

Furniture (office and home) .5 - 2 2 - 3 

Bicycle and motorcycles 1 -10 1 

Electronic open-ended 5 - 10 

Electric appliances open ended 5 - 10 

Fruit (fresh, frozen, canned & Juices) - 10 5 - 10 

* Paper recycling i'- 10 1 

Plumbing supplies and equipment 3 - 5 2 -4 

'Handicrafts 1 - 3 1 - 2 

Masks 
Batiks 
Wood carvings 
Rings 
Baskets 
Hanc1loom items 
Wicker/cane 
Pottery 
Filigree Jewelery 

TOTALS 59.7 - 133.7 96 - 160 

• Statements involved in Nathan Report. 



ANNEX J
 

OTHER DONOR ASSISTANCE FOR PRIVATE ENTERPRISE/INDUSTRY 
CSince 1977)
 

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

1. ADB loan of $5,000,000, Januury 17, 1977 (288 SPfI(SF))
 

To make loans to private enterprise in industrial, agro-.elated
 
All funds are
and small scale industries. For foreign exchange only. 


committed. 3rant of $75,0CO for technical assistance to DFCC also at the
 

same time.
 

2. ADB second loan of $10,000,000, August 1, 1980 (1451 SRI(SF))
 

To make loans or ohnre inveotments for private industrial and 

Also for tr ining abroad fur DFCC stafftourism-related enterprises. 

(30 p.m.) and consulting services ($200,W00 of loan for these purposes).
 
For foreign exchange only. $6.0 million committed.
 

IFC equity in DFCC $120,000, 1978 Ch94 CE)3. 


4. IBRD loan of $20,000,00 under negotiation
 

To be shared w-ith 3DB to finance large public and private enterprisos. 

Loan agreement nft yet signed. 

B. To Natioanl Development Bank of Sri Lanka k'NDB)(GSL owned) 

5. 1DA lian of $16,OCO,000, rctober 214, 1979 (credit ,2-ci) 

First SJvLl tund t1edi= 1nduutr.cta (;1) loan. Used by :DI to 

refinance loans maxde by participating credit Institutions. $4 million 
- . ' for training, TA, c;nuult r'4ze and rela.ed aztivitieUto be used 


$12 million for refinancing.
 

6. IDA lciau of $20,COOO.$, Fchruar 5, 29.2 (Credit iZ2-CE) 

Second Iloan. illion for TA ea:d =arketing irviceo; $Z8t $" 
f:'r r1R(1I. .:r!a. >. oymr:t 'ard to e-tab!--h MI ccnou­million 


tancy f\ ul. Ykr bth fr;: .8 -x,'hant.rt and >t:a :oti ,
 

7. AL! 1 t ,' J.I*;e , I .LuIy 17 , 1.-o )1. . .I i:: 

For lorus by N:W tr ;;'-blic and prvit sectors. !'00,000 for foreig
exchange cositt )rc;lult~: to prejanra tUtzectc atuale.s. 

IBRD loan daucrlbed under 4 above aloo Includoo :wIi. 

\44
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C. 	To others
 

8. 	IFC credit of $2,000,0Q0, May -L,78 (417-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 (517-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 CIDA & IFC) 77,4o8,ooo 

$102,408,ooo 


