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The Mahaweli Enterprise Development Project

The devclopment of the natural and human resources of the
Mahaweli river basin has been a high priority of the
Government of Sri Lanka and international agencies since the
late 1970's. Largely completed arc the construction of dams,
irrigation and power sysltems, roads and other physical
infrastructure, the scttlement of the land and the formation of
the agricultural production base. The challenge for the 1990’s
1s to build a diverse, dynamic economy gene.ating higher
incomes for Mahaweli families. In meeting this challenge, the
private scctor has a leading role to play.

The Mahaweli Enterprise Development Project (MED) is a
special initative of the Mahaweli Authority of Sri Lanka, with
the support of the United States Agency for International
Development.  MLED promotes private investment and job
creation in agribusiness, manufacturing, tourism, minerals and
services by directly assisting entrepreneurs and companies with
technical expertise, marketing support, training, business
advisory scrvices and credit.  MED also provides policy
analysis support to improve official frameworks for sustainable
enterprise development in the Mahaweli arcas.

The Employment, Investment and Enterprise Development
Division of the Mahawch Authority is responsible for MED
implementation.  Technical consuliancy is provided by a
consoriium led by the International Science and Technology
Institute, Inc., a private consulting firm with head offices in
Washingten, D.C.  Also in the consortium arc Agroskills,
Development Altcrnatives, Ernst and Young, High Value
Horticulture and Sparks Commodities.
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INTRODUCTION

MED/EIED is a project and an organization. The Mahaweli Enterprise Development Project was
signed between the USAID and the Mahaweli Authority of Sri Lanka in 1989, began start-up in mid-
1990, and had most of the anticipated activities underway by mid-1992. The objective is to raise
family incomes through private sector employment in Mahaweli areas. It does this, first, by
supporting activities of EIED directly to promote entrepreneurship and investment which generate job
opportunities for the second and third generations of Mahaweli settlers, most of whom are not able
to be fully productive on the small farm plots of their parents and grandparents, the original settlers.
MED - supported activities focus on non-farm sectors, including agribusiness. The project is on or
ahead of targets with regard to job creation with much of the investment and employment being in
self-employment and micro-enterprises (the latter defined as four or fewer emplovees) and in
outgrower based agribusiness. Secondly, the project supports activities to strengthen the legal and
regulatory framework for development in Mahaweli areas. The context is the recent history of the
Mahaweli areas as the scene of ambitious public infrastructure and human settlement investments
administered by the MASL, and the desire to encourage private entrepreneurs and investors to
participate fully in the next phase of Mahaw :li development.

The Employment, Investment and Enterprises Development Division of the MASL is the official
implementing organization for MED. Created in 1986, EIED is charged with promoting the
development of a diverse and dynamic economy in the Mahaweli areas. EIED is responsible for a
wide array of business support services dealing with entrepreneurship development and investment
promotion. Most EIED activities are supported by the MED project.

MED/EIED distributes annual and quarterly workplans and reports. The reports contain detailed
information on the activities carried out, the assistance provided to private firms, and the results.

This 1994 workplan is based on the planning conference held in November, 1933, at Aralanganwila.
The conference, attended by MED/EIED staff and consultants and by MASL and USAID
representatives, reviewed past performance and accomplishments and agreed the strategies and key
activities for 1994. The draft plan was presented for comment and discussion to officials and private
sector representatives on December 22, 1993,

The strategies for 1994 continue the emphasis on broadbased participation, on services responsive to
entrepreneur demands, and on enterprises which can be competitive and grow. At the same time,
MED/EIED is changing. In response to ongoing learning as to which interventions are contributing
efficiently to raising employment and incomes in the Mahaweli, we will focus on a more selected set
of activities, sectors, enterprises and markets. Secondly, we will place added emphasis on
strengthening capacities for sustaining MED supported services.

Activities planned for 1994 are the subject of the main body of this document.
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MED/EIED - BACKGROUND

Background. Non-farm employment and crop diversification are principal avenues to increased
family incomes in the Mahaweli. To advance along these avenues successfully, with widely shared
increases in output and productivity, requires a continual process of technological and institutional
change, investments in human and physical capital, and a policy framework which encourages
increasing efficiency in the allocation and use of resources. The MED project was designed during
the late 1980’s to support actions by EIED and the private sector in all of these areas.

MED design. The MED design aimed to generate non-farm employment and crop diversification
through interventions addressing both small and large businesses. It anticipated that some 10,000 jobs
would be generated, with almost 90% of these by medium and large scale enterprises, mainly
commercial farms. It provided for major interventions to promote investment opportunities to large
investors, including foreign investors, and support the pre-investment and market development
activities of firms. The sectoral focus was heavily on agribusiness, in which the Mahaweli was
assumed to have comparative advantages based on land and water and in which competitive
advantages could be developed using market oriented upproaches and selective interventions.

Start-up. EIED started the project in mid-1990 with a core technical assistance team in Colombo.
Full field operations were initiated in mid-1992. The complete set of activities anticipated in the
design were carried out during 1993, with the exception of the group credit phase of the small
business program, which will begin during 1994.

Clients. MED/EIED’s clients are entrepreneurs and investors in Mahaweli areas. During 1993,
MED/EIED served more than 2,700 clients, covering the full range of enterprise types, sectors and
markets, through its head office in Colombo and 12 Business Centres located in Mahaweli areas.

Services. MED/EIED provide entrepreneurs and investors with: (i) credit facilitation services, such
as loan preparations and appraisals and group lending arrangements; (ii) technical, entrepreneur
development and business management training; (iii) individual business counseling and technical
assistance; (iii) market and technology information and referrals; (iv) assistance in obtaining land and
buildings; and (v) other support services where they are not available from the private sector, such
as telephone, fax and photocopying facilities. Special cost-sharing grants are provided for innovative
projects for pre-investment support, technology transfer and market development.

CLIENT TYPES SECTORS MARKETS
self-employed entrepreneurs manufacturing local
microenterprises (1 - 4 services, including housing | Colombo
employees) and tourism
small enterprises (5 - 24 agribusiness, including provincial
employees) outgrower schemes and
commercial farms

medium and large enterprises commerce indirect export
aspiring entrepreneurs and minerals direct export
potential investors
foreign investors

L
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Results. Entrepreneurs and enterprises assisted by MED/EIED have created more than 9,000 jobs
in Mahaweli areas, 47% as contract outgrowers, 37% in small businesses half of whom are self-
employed entrepreneurs, and 16% in medium and large scale enterprises.! The sustainability of the
jobs created, a complex issue particularly when the bulk of the jobs are as contract outgrowers and
individual entrepreneurs, will be determined by more than the effectiveness of the business support
services. Sustainability refers not to "permanent” jobs,” but rather to an environment in which
businesses and jobs are constantly being regenerated. This is a dynamic environment in which jobs
and labor are mobile, in which productivity and real wages rise, and which is characterized by the
constant churning of new businesses entering into operation and existing businesses carrying on,
expanding, contracting and going out of business. The degree of such dynamism in the enterprise
environment in the Mahaweli is, of course, greatly influenced by the broader economic context of Sri
Lanka.

Adjustments for 1994. The basic design focus on non-farm employment generation and crop
diversification through business development remains valid. However, in general, the interventions
to support small businesses, including self-employed people, microenterprises and small enterprises,
are yielding results greater than anticipated, while those aimed at medium and large enterprises are
yielding results less than anticipated. With our experience and in response to chaages in entrepreneur
demands and the steady evolution of the policy framework, for the 1994 program we have made
adjustments to increase the effectiveness and efficiency of MED/EIED activities:

- The emphasis on micro and small enterprises has increased:

- The emphasis on serving all enterprise sectors has narrowed, with agribusinesses,
including manufacturing and services sector enterprises which produce inputs and
services for the agricultural sector, now clearly the main, though not exclusive, focus;

- The emphasis on linkages between non-farm and farm sectors within the Mahaweli
has increased, along with linkages with other Sri Lankan markets, including indirect
export markets in Sri Lanka. The emphasis on direct export markets has lessened:

- The emphasis on medium and large agribusinesses is now on outgrower based
schemes while the focus on individual commercial farms is eliminated;®

' All end-1993 figures presented in this plan are estimates based on data up to end November, 1993,

Full results will be published in the 1993 annual report.

*  Job creation. In a dynamic environment jobs are frequently created and lost. Recent research in the
U.S. found that over the period 1969-89, in small manufacturing enterprises with 0 - 19 employees, while 10%
of the jobs were lost each year and 35% of the jobs created lasted less than one year (the rate was higher in
the services sector), the total number of jobs rose each year.

*  Agribusiness. The main opportunities for high employment agribusiness have been: (i) hand-labor
intensive outgrower schemes which produce products for export in a semi-processed form, e.g., small gherkins
and tobacco; (ii) services and manufacturing activities which produce low cost, acceptable quality inputs to
settler agriculture, such as tractor repair and implement manufacturing; and (iii) small and medium scale food
and other agricultural processing for local markets. Not developed have been the anticipated ten 565 acre
commercial farms producing horticultural products for fresh export and employing on average one person per
acre. Development of farms along «uch line confronts major constraints, including: (i) national land policy
ceiling of 50 acres except in cases which receive Cabinet approval; (ii) policies which protect the rural sector
and make it often less competitive in attracting investment resources compared to sectors such as finance and
manufacturing;  (iii) policies which protect small farmer food crops and raise procurement prices of
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- The emphasis on growing businesses within the Mahaweli has increased and there is
now less emphasis on promoting inward investment, including foreign investment;*

- The emphasis has increased on technology and marketing support services for small
businesses, while maintaining the strong emphasis on credit services;

- The emphasis on secure land tenure policies has now shifted from one of policy per
se, as the policies now in place for the issuing of land grants and long term leases for
businesses are quite adequate, to one of implementation;

- The main policy support activities have shifted from land tenure policies to the
consolidation (restructuring) of Mahaweli services;

- The emphasis on developing entrepreneur associations and other participatory
associations has increased;

- The emphasis on strengthening the sustainability of MED/EIED business support
services has increased, while maintaining the strong emphasis on achieving results.

Sustainability of services. It was anticipated that at the close of MED support there would be
sufficient enterprises to achieve the ‘agglomeration economies’ lacking in the late 1980’s; secondly,
there would be a sufficiently strong legal and regulatory framework for the process of
entrepreneurship, investment and employment generation to continue; and, thirdly, certain MED
supported services would continue so as to sustain this process. In 1994, while maintaining the
interest in business formation and a strong policy framework, high priority is given to the
sustainability of MED/EIED business support services. This involves greater collaboration with other
public, private, and non-governmental organizations, the formation of private associations in the
Mahaweli, and the consolidation of the MASL. W*i most MED supported services are provided
to small businesses and as such are a form of social infrastructure,’ sustainability concerns are
leading to an increased attention to fee-based services and cost recovery.

agribusinesses based on outgrower production; and (iv) the shortage of technical packages for proven low risk,
high yield crop options for Mahawe.s areas,

*  Investment promotion. It was aticipated that investor promoticn and support services, combined with
coinparative advantages of land and water, would attract medium and large, including foreign, investors into
export agribusinesses in the Mahaweli. In the event, extensive promotional activities were carried out over
1991-93, including in collaboration with other national agencies. These were successful in generating hundreds
of inquiries, contacts, lengthy discussions, field visits and applications. However, the constraints noted in the
previous footnote along with difficulties in securing land and at times tie problems of the Mahaweli’s rice-based
irrigation infrastructure and water issuc schedules, appear to have largely offset the anticipated advantages.

> Small business suppport services have public good properties with the economic benefits distributed
widely and the non-feasibility of preventing non-payers from benefitting. The benefits include the strengthening
of the competitive (non-monopolistic) elements in the economic structure. Also, by assisting lower income
groups participate in economic growth, the services contribute to meeting social objectives,
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OVERVIEW OF 1994 TARGETS FOR EMPLOYMENT CREATION AND ACTIVITIES

Job creation

Total employment generation

Activities .

Secure land tenure

Technology transfer

Market development

Small business finance
Human resources development
Business center services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 3,150 jobs, including 1,600 as
outgrowers

Issue 1,000 land grants, long term leases and
housing sites to enterprises

Assist 100 small businesses to adopt new
technology and upgrade existing technology

Assist 120 enterprises to sell products to new
buyers or new markets

Arrange credit for 1,100 small businesses
Train 2,700 entrepreneur participants
Serve 3,100 small business clients

Assist companies to contract with 6,000 settler
farmers for export production

Support 50 innovative private investment
projects

Assist the development of 20 private associations

Support 12 specific actions to improve policy
frameworks for business development
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Activity - SECURE LAND TENURE
Target: Issue 1,000 land grants, long term leases housing sites to enterprises.

Comment: The MASL has handed over 3,388 parcels of land to entrepreneurs and 153 to larger
businesses, industry park businesses and commercial farms with annual permits. The 1992 MED
census of 8,300 Mahaweli enterprises found 34% operating on homesteads and more than 30%
occupying sites extra-legally (e.g., encroachment or informal purchase or lease arrangements). The
lack of formally documented, long-term property rights contributes to difficulties in obtaining bank
loans and reduces the willingness of entrepreneurs to reinvest profits in the Mahaweli. As housing
sites have not been allocated to entrepreneurs, they also are not usually able to invest profits in
housing, contributing to the weakness of private housing markets in Mahaweli areas. The resulting
tendency is for Mahaweli profits to be invested outside the Mahaweli. During 1993, the first 30 year
leases were issued to 105 small businesses. Two leases have been issued to commercial farms.
During 1994, land grants will be issued to entrepreneurs who are the original allottees, who have had
their sites for five years and who have developed their businesses on the site. Recent investigations
reveal that at least 850 entrepreneurs meet these requirements.  Also, sites will be issued to
entrepreneurs to construct housing, with the provision that construction must meet specified minimum
standards and be completed within a specified period, at which point a land grant or long term lease
would be issued. Thirty year leases will be issued to larger investors, including private operaturs of
commercialized MASL farms, who meet development requirements as well as small businesses who
meet the development requirements but do not qualify for a grant,

Key tasks:

1. Provide 350 land grants to small businesses.

2. Provide 500 long-term leases to enterprises.

3. Issue six system-wise lists of existing housing, buildings, industrial park lots and commercial

tarm allotments available for entrepreneurs and investors and promote their use.

4, Alienate 150 land sites to construct houses for entrepreneurs with a provision for issuance of
long-term lease or grant upon satisfactory completion within a specified time period.

* transfers of MASL farms - see policy development
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Activity - TECHNOLOGY TRANSFER

Target: Assist 100 small businesses to adopt new technology and upgrade existing
technology
Comment: Emphasis in 1994 will be placed on technology use by small entrepreneurs to make

them more efficient and competitive. In the original design of MED, the project’s small business
support services, while providing some assistance for entrepreneur development and technical training,
focused in good measure on financial constraints. However, as the effects of liberalization reach
Mahaweli areas in the form of more competitive products from larger enterprises and from abroad,
the importance of the ability of small enterprises to produce import competitive products has incceased
and, in line with this shift, MED/EIED have gradually raised the amount of effort directed at
responding to requests from small enterprises for advice and assistance to introduce new technologies
and upgrade the efficiency of their existing technologies. The largest proportion of these small firms
are in agribusiness sectors, and during 1993 a Food Technology Group was set up within EIED
directly to assist them improve their operations and stimulate further interest in processing of food
and other agricultural products. In technology transfer activities we will collaborate with centers of
expertise in Sri Lanka.

Key tasks:
1. Respond to 60 requests from small enterprises for technology advice.
2. Issue six technology information packages on topics frequently demanded by small

enterprises.
3. Conduct six post-harvest handling clinics for food processing enterprises.

4. Conduct six technology awareness workshops for small and medium scale enterprises to
introduce new technologies.

* technology training - see human resources development

* pre-investment support for small enterprises - see innovative investment projects
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* sec schedule for special projects
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Activity - MARKET DEVELOPMENT
Target: Assist 120 enterprises to sell products to new buyers or new m.arkets

Comment: MED supported marketing activities in 1993 were aimed mainly at crop diversification
through assisting medium and large enterprises to develop exports of fresh and processed horticulture
products from the Mahaweli region. Twenty companies were assisted with necessary export market
information while 90 companies were provided with general market information. Through MED
Export Access, which provides small amounts of support un a cost-sharing basis, 10 companies were
assisted to participate in trade fairs and overseas coatact promotion activities. However, the 1993
orientation, while successful in some key areas, has produced less than the anticipated results in terms
of employment creation due to many constraints confronting export oriented horticultural investors
in Mahaweli areas (e.g., land and trade policies, lack of telecommunications and other key physical
infrastructure). Meanwhile, many small and microenterprises in Mahaweli systems face difficulties
in moving their outputs into local and indirect export markets and earn low returns due to their not
responding to the changing demands of the now liberalized markets in Sri Lanka. The orientation
of the marketing activity for 1994 is to assist microenterprises to overcome difficulties in marketing
of their products and services to create greater impact on enterprise development and job creation.

Key tasks:

l. Respond to 100 requests from entrepreneurs for special local market information and
assistance (e.g. huyer contacts, specifications).

2. Arrange market awareness visits to Colombo, Kandy and other centers for 150 entrepreneurs.
3. Distribute 52 weekly wholesale commodity prices through business centres.
4. Arrange 20 buyer-seller meetings to link small Mahaweli businesses with medium and large

scale enterprises in local and export markets.

* support for development of export marketing by 10 enterprises - see innovative investment
projects
* marketing training tor entrepreneurs and EIED/MED staft - see human resources development
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Activity - SMALL BUSINESS FINANCE
Target: Arrange credit for 1,100 small businesses

Comment: MED/EIED arranges credit for small businesses from financial sector institutions
directly through loans to individual entrepreneurs and through Savings and Credit Societies to their
members. In 1993, 750 direci credits were arranged for entrepreneurs for an average value of Rs
27,000, and 250 credits were arranged through the SCSs for an average value of Rs 40,000. In 1994,
we aim to arrange 660 direct loans and 440 loans through SCSs. We have formed 65 SCSs with a
combined membership of 750 entrepreneurs. Membership will be expanded to 1,000 entrepreneurs
during 1994. Also, a selected group of SCSs will be assisted to proceed to phase two of this pilot
program. In phase one, a bank lends to, and makes recoveries from, individual members against the
collateral fund sstablished by the SCS and an inter se guarantee signed by several other members.
In phase two, the bank makes a block overdraft/loan to, and makes recoveries from, the SCS as a
legal entity without an inter se guarantee of individual members. The SCS in turn onlends subloans
to its members. With the entrepreneur preparation, screening and post-loan follow-up services of the
Business Centres effectively lowering the visk of the banks, the banks lend Rs 100 for every Rs 20
in the collateral fund, the latter being made up of Rs 12 of member contributions and Rs 8 of a
MASL grant utilizing MED funds. During 1994 operational efficiencies and repayment performance
will be improved through (i) computerization of loan appraisal documents at Business Centres, (ii)
closer liaison with credit institutions, and (iii) increased loan supervision,

Key tasks:

l. Arrange 660 loans direct to small enterprises.

2, Arrange 440 loans to small enterprises through group lending (SCSs).

3. Complete formal registration of balance 25 SCSs (bringing project total to 65).

4, Sign amendments to bank agreements to permit full-scale group lending for initial 15 SCS.
5. Establish loan inspection system (issue two consolidated loan performance reports).

6. Establish auditing system for SCSs (complete audits of estimated 25 SCSs completing their

first full year of operation).
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Activity - HUMAN RESOURCES DEVELOPMENT
Target: Train 2,700 entrepreneur participants

Comment: MED/EIED in 1993 provided training for 2,400 entrepreneur and aspiring
entrepreneur participants, 40% of whom were women. The training programs draw upon the
expertise and facilities of many public and private sector institutions and professionals. Training is
provided to small entrepreneurs based on needs identified at the 12 business centres. Curing the latter
part of 1993, increased coordination with the Mahaweli Central T raining Unit was instituted. During
1994, training for large groups of entrepreneurs and staff training will be arranged in coordination
with the MCTU, while technical training for small groups of entrepreneurs and credit training for
members of Savings and Credit Societies will be dealt with by business centre staff in response io
entrepreneur demands. EIED staff training will cover the broad range of business development
support skills and will aim to increase the sustainability of MED supported services to small
businesses.

Key tasks:

l. Conduct 92 credit training courses for 650 SCS members and 500 other small business client
participants.

2. Conduct training in market plan development and implementation for 150 entrepreneur
participants.

3. Conduct 86 technical training programs for 1200 entrepreneur participants.

4. Conduct 6 entrepreneur development training courses for 200 entrepreneur participants,

including one specially for women.
5. Conduct 12 training programmes for EIED/MED staff,

6. Carry out internal evaluation of MED/EIED training in collaboration with MCTU.

—
"
=
>
Z
-
—
>
7]
o
z
()

SNl e W I
i
i
i
i
i
i




MED/EIED 1994 PLAN page 12
Activity - BUSINESS CENTRE SERVICES
Target: Assist 3,100 small business clients to improve their business

Comment: Field based operations of the MED project are carried out through 12 business centres
located in Angunukolapelessa, Embilipitiya, Suriyawewa, Madatugama, Bulnewa, Tambuttegama,
Nochchiyagama, Bakamuna, Welikanda, Dehiattakandiya, Girandurukotte and Kotmale. These
centres, staffed by EIED protessionals and MED business consultants, assist Mahaweli entrepreneurs
in several ways such as training, business consultancies, credit services and outgrower services. In
addition, a range of supporting facilities have also been arranged in these centres such as telephone,
photocopying, fax and typing. These centres also play a vite! role as an intermediary in assisting
entrepreneurs to get help from out side agencies. In 1994 attention will be focussed on improvement
of fee based services and reaching a target of meeting the operational costs of supporting services
provided. The two business centres now located in private buildings will be relocated in appropriate
Mahaweli buildings.

Key tasks:

1. Provide 3,100 small businesses with business consultancies through 12 business centers.

2. Assist 200 entrepreneurs to start new small businésses.

3. Issue quarterly reports for each center on its services, clients, income and jobs created.

4, Relocate in Mahaweli buildings the two centers which are presently in temporary buildings.
5. Implement agreements with two banks and MVCC for fees for business center assistance with

loan origination, appraisal and recovery.

6. Document MED/EIED assistance by entry into MIS of 1,000 initial data forms for new small
business clients and 4,000 client update reports.
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Activity - AGRIBUSINESS OUTGROWER SCHEMES
Target: Assist companies to contract with 6,000 settler farmers for export production

Comment: A main force for the development of agribusiness and the diversification of crops in
Mahaweli areas is the expansion of outgrower based production schemes. Over the period 1990-93,
the number of settler farmers contracted as outgrowers by export firms rose from 770 to 4,200 at the
end of 1993. Of their total 1.0 ha., outgrowers typically use 0.125 ha to grow either cucumbers
(gherkins) or a rotation of tobacco, maize and soya for ultimatc export as a processed product. A
small number are contracted for a variety of horticultural crops for fresh export, seed production for
the local market and fruit production for eventual processing. The average net income per family is
an estimated Rs 10,000 per season. MED/EIED is working with the ten companies engaged in these
outgrower operations. MED/EIED emphasizes that companies should invest in developing their
technical extension services and in research and development to identify ways to increase crop yields
with a view to expanding their coverage and increasing their efficiencies so as to increase the net
returns to settlers. MED support is used also for market development and technology transfer. The
1994 strategy is to continue to assist enterprises to identify and work with outgrowers. Regular
meetings and a close monitoring of all outgrowers will be done.

Key tasks:

1. Provide assistance to large and medium enterprises to develop and expand to outgrower
schemes to 6,000 outgrowers (from a 1993 total of 4,400).

2. Implement agreement to support gherkin research and development program linking the
Mahaweli based gherkin companies, the Universities of Colombo and Peradeniya, the
Department of Agriculture and North Carolina State University scientists specialized in
cucumber breeding and production.

3. Conduct a conference on outgrower experiences in the Mahaweli.

4. Support mango variety improvement tor export by firms from Uda Walawe and H.

5. Implement support to develop asparagus and other fresh exports from Uda Walawe.

* strengthen the commercial farmers and gherkin exporters associations - see private

associations.
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Activity - INNOVATIVE INVESTMENT PROJECTS
Target: Support 50 innovative private investment projects

Comment: In the original project design, MED/EIED services for medium and large enterprises
were mainly directed at addressing technology and market constraints and the project’s Pre-investment
Program (PIP) was restricted to assisting these enterprises undertake innovative projects. During
1994, PIPs will continue with three firms - Aitken Spence, packhouse and cold chain; Heron, nucleus
- outgrower farm model; and Informatics, cashew production and processing. MLE PIPs are
managed by the head office with assistance from the Business Centers. In 1993, PIP procedures were
revised to make small enterprises eligible for support and the first PIP for small enterprises, for the
introduction of instant noodles, was implemented. The PIPs for small enterprises are managed
directly by the Business Centers. In 1994, 28 PIPs will be supported for small businesses. In
addition, it is often necessary to mount demonstration projects to promote new technologies. During
1994, five new technologies will be introduced through cost-sharing arrangements with ten small
businesses. The Export Market Access program will provide small amounts of assistance on a cost
sharing basis to ten firms for developing export markets for Mahaweli products.

Key tasks:

L. Implement PIPs for Uda Walawe cold chain, Uda Walawe nucleus - outgrower farm model;
and System C cashew production and processing investment.

2, Assist 28 small businesses develop high risk innovative and profitable ventures which will
increase their employment level.

3. Assist 10 businesses to access export markets with Mahaweli products.

4, Assist 10 businesses to adopt tive technologies.
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Activity - PRIVATE ASSOCIATIONS
Target: Assist the development of 20 private associations

Comment: Sustainable enterprise development relies upon institutions to maintain the flow of
information to markets and official bodies. In the Mahaweli, these functions, which are often now
performed by the MASL, will need to be picked up by the private sector, in many instances through
associations or chambers. Associations linking entrepreneurs have been formed in Mahaweli systems
following entrepreneur development training programs. MED/EIED will support the strengthening
of entrepreneur associations during 1994. The 65 Savings and Credit Societies with 750 members
have emerged as forums for business people to discuss common concerns. As a step towards forming
an apex body, during 1994, second level associations will be set up, one in each of the five Systems.
These associations will assist the sustainability of the group credit programme. After several years
of promotion, a commercial farmers association and a gherkin exporters association were formed
during 1993. In 1994, increased emphasis will be placed on fostering these associations. Few non-
government organizations operate in the Mahaweli as the MASL carries out community and social
mobilizational activities often associated with NGOs in other areas of Sri Lanka. During 1994, links
will be developed with NGOs to draw their expertise, enthusiasm and capabilities into the process of
Mahaweli development. The Mahaweli Venture Capital Company in 1993 funded 20% by value of
MED/EIED arranged loans to small businesses and MED/EIED serves effectively as the field staff
for MVCC. In 1994, MED/EIED will work with MVCC to strengthen its sustainability.

Key tasks:
L. Establish second tier associations of Savings and Credit Societies in five systems.
2. Implement agreement to develop commercial growers association and one other enterprise-

based association.

3. Implement agreements to develop 12 entrepreneur associations .

4, Implement agreements of collaboration with three NGOs.

5. Implement agreement to develop gherkin association - see agribusiness outgrower schemes
* implement agreement for sustainability of MVCC - see policy development

A W > w (302
|
]
]

see schedule for policy development
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Activity - POLICY DEVELOPMENT

Target: Support 12 specific actions to improve policy frameworks for business
development
Comment: One of the two main objectives of MED support is to improve the frameworks for

enterprise development in Mahaweli areas. (The other is to directly support enterprise development. )
During 1993, policy support has covered key subjects, such as land tenure, air freight rates and space
policies for horticultural and other perishable produots, year-round irrigation potential, physical
infrastructure requirements to facilitate private investment, and organizational areas, such as the
transfer of MASL farms to private operators, a sustainability study of the Draft Animal and Dairy
Development Program, the broader commercialization of potential productive MASL assets and the
restructuring of the MASL. During 1994, support will be provided for the development of an
environmentally sustainable tourism project ("nature-dependent tourism"), on completing the
commercialization process for MASL farms, on assisting in developing the sustainability of
DA&DDP, the Mahaweli Economic and Construction Agency and the Mahaweli Venture Capital
Company and the broader restructuring of the MASL, and on improving land tenure for businesses.

Key tasks:

1. Provide four advisors for the central organizational unit and the tasks forces considering
MASL restructuring.

2. Implement agreement to support development of pilot nature dependent tourism project.
3. Complete the commercialization of eight MASL farms.
4. Provide assistance to enhance the sustainability of DADDP, MECA and MVCC.

* implement the policies approved in 1993 for secure land tenure for entrepreneurs - see secure
land tenure

- sce schedule for secure land tenure
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MAHAWELI BUSINESS CENTRE: ANGUNUKOLAPELESSE

Job creation

Total employment generation

Activities
Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 100 jobs. (Estimated SO in smal! enterprises and 50
in MLEs.)

Assist eight small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 100 credits for small businesses. (This activity also
includes registering one additional SCS, entering into full-
scale group lending with one SCS, and disbursing 4 SCS
grants.)

Train 150 entrepreneur participants. (This includes an
estimated 148 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 10 people.)

Assist 200 small business clients. (Includes delivering 500
business advisory consultations.)

Support four innovative private investment projects.
(Includes one PIP grant.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: BAKAMUNA

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

[nnovative investment projects

Private associations

Policy development

Targets

Create 350 jobs. (Estimated 100 in small enterprises and
250 in outgrower based agribusinesses.)

Issue 50 grants or long term leases for commercial, industrial
and housing plots.

Assist eight small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 60 credits for small businesses. (This activity also
includes registering one additional SCS, entering into full-
scale group lending with four SCSs. and disbursing 36 SCS
grants.)

Train 100 entrepreneur participants. (This includes an
estimated 80 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 30 people.)

Assist 250 sma!" .siness clients. (Includes delivering 800
business adviso~ consultations.)

Assist companies to contract with 250 additional settler
farmers for export production.

Support four innovative private investment projects.
(Includes one PIP grant.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: BULNEWA

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 125 jobs. (Estimated 100 in small enterprises and 25
in MLEs.)

Issue 139 grants or long term leases for commercial,
industrial and housing plots.

Assist nine small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 100 credits for small businesses. (This activity also
includes registering one additional SCSs, entering into full-
scale group lending with two SCSs, and disbursing 13 SCS
grants.)

Train 100 entrepreneur participants.  (This includes an
estimated 80 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 10 people.)

Assist 200 small business clients. (Includes delivering 800
business advisory consultations.)

Support five innovative private investment projects.
(Includes three PIP grants.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: DEHIATTAKANDIYA

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investinent projects

Private associations

Policy development

Targets

Create 625 jobs. (Estimated 200 in small enterprises and
425 in MLEs, 400 of which are as outgrowers.)

Issue 125 grants or long term leases for commercial,
industrial and housing plots.

Assist eight small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 100 credits for small businesses. (This activity also
includes registering one additional SCS, entering into full-
scale group lending with one SCS, and disbursing 14 SCS
grants.)

Train 230 entrepreneur participants.  (This includes an
estimated 217 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 20 people.)

Assist 375 small business clients. (Includes delivering 1,500
business advisory consultations.)

Assist companies to contract with 400 additional settler
tarmers for export production.

Support four innovative private investment projects.
(Includes one PIP grant.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: EMBILIPITIYA, UDA WALAWE

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 250 jobs. (Estimated 100 in small enterprises and
150 in MLE, 100 of which are as outgrowers.)

Issue 70 grants or long term leases for commercial, industrial
and housing plots.

Assist nine small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 60 credits for small businesses. (This activity also
includes registering one additional SCS, entering into full-
scale group lending with two SCSs, and disbursing three SCS
grants.)

Train 270 entrepreneur participants.  (This includes an
estimated 250 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 20 people.)

Assist 300 small pusiness clients. (Includes delivering 500
business advisory consultations.)

Assist companies to contract with 100 additional farmers for
export production,

Support five innovative private investment projects.
(Includes four PIP grants.)

Assist the development of one private association,
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MAHAWELI BUSINESS CENTRE: G'RANDURUKOTTE

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 400 jobs. (Estimated 100 in small enterprises and
300 jobs in MLEs, 250 of which are as outgrowers.)

Issue 175 grants or long term leases for commercial,
industrial and housing plots.

Assist eight small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new-
buyers or new markets.

Arrange 120 credits for small businesses. (This activity also
includes registering one additional SCSs, entering into full-
scale group lending with one SCS, and disbursing 14 SCS
grants.)

Train 460 entreprencur participants.  (This includes an
estimated 440 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 20 people.)

Assist 300 small business clients. (Includes delivering 800
business advisory consultations.)

Assist companies to contract with 250 additional settler
farmers for export production.

Support four innovative private investment projects.
(Includes one PIP grants.)

Assist the development of one private association,
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MAHAWELI BUSINESS CENTRE: KOTMALE

Job creation

Total employment generation

Activities
Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 200 jobs. (Estimated 50 in small enterprises and 150
in MLEs, including 100 as outgrowers.)

Assist eight small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 100 credits for small businesses. (This activity also
includes registering one additional SCSs, entering into full-
scale group lending with two SCS, and disbursing 6 SCS
grants.)

Train 250 entrepreneur participants. (This includes an
estimated 250 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 25 people.)

Assist 300 small business clients. (Includes delivering 1000
business advisory consultations.)

Assist companies to contract with 100 additional settler
farmers for export production.

Support four innovative private investment projects.
(Includes 4 PIP grants.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: MADATUGAMA

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

[nnovative investment projects

Private associations

Policy development

Targets

Create 250 jobs. (Estimated 100 in small enterprises and
150 jobs in MLEs, including 100 as outgrowers.)

Issue 94 grants or long term leases for commercial, industrial
and housing plots.

Assist nine small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 100 credits for small businesses. (This activity also
includes registering 1 additional SCSs, entering into full-scale
group lending with one SCS, and disbursing 20 SCS grants.)

Train 100 entrepreneur participants.  (This includes an
estimated 75 participants trained in technical, credit and
business related areas and one entrepreneur development
course for S people.)

Assist 200 small business clients. (Includes delivering 500
business advisory consultations.)

Assist companies to contract with 100 additional settler
farmers for export production.

Support four innovative private investment projects.
(Includes 2 PIP grants.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: NOCHCHIYAGAMA

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

inovative investment projects

Private associations

Policy development

Targets

Create 225 jobs. (Estimated 100 in small enterprises and
125 in MLEs, 100 of which are as outgrowers.)

Issue 94 grants or long term leases for commercial, industrial
and housing plots.

Assist eight small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 80 credits for small businesses. (This activity also
includes registering 2 additional SCSs, entering into full-scale
group lending with 2 SCS, and disbursing 2 SCS grants.)

Train 140 entrepreneur participants. (This includes an
estimated 130 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 10 people.)

Assist 200 small business clients. (Includes delivering 720
business advisory consultations.)

Assist companies to contract with 100 additional settler
farmers for export production.

Support four innovative private investment projects.
(Includes three PIP grants.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: SURIYAWEWA

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 100 jobs. (Estimated 50 in small enterprises and 50
in MLEs, 25 of which are outgrowers.)

Issue 25 grants or long term leases for commercial ,
industrial and housing plots.

Assist nine small businesses to adopt new technology and
upgrade existing technology.

Assist ten small busincsses to sell their products to new
buyers or new markets.

Arrange 50 credits for small businesses. (This activity also
includes registering 2 additional SCSs, entering into full-scale
group lending with one SCS, and disbursing 4 SCS grants.)

Train 290 entrepreneur participants. (This includes an
estimated 280 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 10 people.)

Assist 200 small business clients. (Includes delivering 300
business advisory consultations.)

Assist companies to contract with 25 additional settler
farmers for export production.

Svpport four innovative private investment projects.
(Includes 1 PIP grants.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: TAMBUTTEGAMA

Job creation

Total employment generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 225 jobs. (Estimated 100 in small enterprises and
125 in MLEs, 100 of which are as outgrowers.)

Issue 143 grants or long term leases for commercial,
industrial and housing plots.

Assist eight small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets.

Arrange 100 credits for small businesses. (This activity also
includes registering 2 additional SCSs, entering into full-scale
group lending with two SCS, and disbursing 4 SCS grants.)

Train 130 entrepreneur participants. (This includes an
estimated 114 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 15 people.)

Assist 200 small business clients. (Includes delivering 1080
business advisory consultations.)

Assist companies to contract with 100 additional settler
farmers for export production.)

Support four innovative private investment projects.
(Includes five PIP grants.)

Assist the development of one private association.
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MAHAWELI BUSINESS CENTRE: WELIKANDE

Joh creatio::

Total employinent generation

Activities

Secure land tenure

Technology transfer

Market development

Small business finance

Human resources development

Business centre services

Agribusiness outgrower schemes

Innovative investment projects

Private associations

Policy development

Targets

Create 300 jobs. (Estimated 100 in small enterprises and
200 in MLEs, including 175 as outgrowers.)

Issue 60 grants or long term leases for commercial, industrial
and housing plots.

Assist eight small businesses to adopt new technology and
upgrade existing technology.

Assist ten small businesses to sell their products to new
buyers or new markets. '

Arrange 130 credits for small businesses. (This activity also
includes registering 3 additional SCSs, entering into full-scale
group lending with two SCS, and disbursing 28 SCS grants.)

Train 480 entrepreneur participants. (This includes an
estimated 454 participants trained in technical, credit and
business related areas and one entrepreneur development
course for 40 people.)

Assist 375 small business clients. (Includes 1980 business
advisory consultations.)

Assist companies to contract with 175 additional settler
farmers for export production.

Support four innovative private investment projects.
(Includes two PIP grants.)

Assist the development of one private association.
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Mr. P.T. Senaratne, Secretary-General, MASL
Mr. N.G.R. de Silva, Managing Director, MEA
Mr. Ajith Jayaratne, private sector
Mr. Granville Perera, private sector
Mr. Gary Alex, USAID representative

EIED Management Team

Mr. Sunil Amerasinghe, Acting Director
Dr. Upatissa Pethiyagoda, Consultant Agronomist
Mrs. P.C. Mathais, Senior Deputy Director
Mr. D.P. Wickremasinghe, Acting Manager

ISTI/MED Consultant Team

Dr. James Finucane, Chief of Party
Mr. Jayantha Jayewardene, Deputy Chief of Party
Dr. Kamal Hyder, Business Development Advisor
Mr. M. W. Panditha, Credit Advisor
Mr. Rohan Gunaratne, Information Specialist
Mr. Dias Gunasinghe, MIS Consultant
Mr. K. Kodithuwakku, Resident SRD Consultant



MED/EIED PUBLICATIONS AVAILABLE '

Local Market for Pickled Products (December 1990)

Non Farm Small Scale Enterprise Credit on Selected Mahaweli Systems, Geoffrey Peters and
M.W. Panditha (December 1990)

Crop Profiles - Spices, Herbs and Aromatics, L. Denzil Phillips (July 1991)
Study of the Tourism Development in the Uda Walawe (July 1991)
Potential for Silver Skin Onions in the Mahaweli, Walter Nueberg (August 1991)

Nursery Development of Papaya and Mango, Papaya Growers’ Guide and Technical Notes
JSor Business Plan for Mixed Fruit Cultivation Investment, Ben Hatfield (November 1991)

Dehydrated Fruit Processing Opportunities and Trends in Sri Lanka, Wanchai Somchit,
(November 1991)

An Evaluation of the Entrepreneur Development Programmes, Dr. Susan Exo and Hina Shah,
(December 1991)

Aromatics PIP Interim Report on Trials Establishment, Dr Thomas Davies (December 1991)
Agro-Business Financing Review, Dennis De Santis (December 1991)

Integrated Fruit Drying, juicing, Pulping project - Prep Feasibiliry Study, Michael Smedley,
Ben Hatfield and Wanchai Somchit (December 1991)

Cold Chain Requirements for Uda Walawe, Fredrick E. Henry (March 1992)
Field Manual for Processing Tomatoes, Peter Florance (March 1992)
Processing Tomato Trials in Mahaweli System H, Peter Florance (March 1992)
Processing Tomato Trials in Mahaweli System C, Peter Florance (March 1992)
Dried Fruit Processing in the Mahaweli, Dr. Kamal Hyder (September 1992)

Feasibility Study on Commercial Potential of Snake Venoms in Mahaweli Systems, Anslem de
Silva, (January 1993)

Census of Mahaweli Enterprises and Employment (January 1993)

Most publications are priced at Rs.100/-. The publications are available at the MED
Office at 8th Floor, Unity Plaza, Colombo 4. (inquiries, Ph. 508682-4)

An EIED publication entitled - "Information Available for the Mahaweli Investor", is
also available at the MED Office.



3. Middemys Road
Angunukolapelessa
Tet- 047-28234

Resident Project Manager's Office
Bakamuna

Tel 066-6601

Fax.: 0606-6601

Resident Project Manager's Office
Dehiattakandiva

Tel 027-2332

Fax: 027-2353

Resident Project Munager's Office
Embilipitiva

Tel: 047-30013

Fax- 047-30013

Java Mawatha
Bulnewa
Galnewa
Tel. 025-9515
Fax: 025-9515

MASL Block Oftice
Girandurukotte
Tel 055 73t6

Resident Project Manager's Office
Riverside

Kotmale

Tel: 0542.205

Fax 0342 205

Andivagala Road
Madatugama
Tel 025 4244
Fax 025-4244

Puttajam Road
Nochchiyagama
Tel:025-7821
Fux:025-782)

Suman Building
Ambalantota Road
Soorivawewa

Residept Project Manager's Office
Tambuttegama

Tel 025-6354

Fax:025-6354

Restdent Project Manager's Office
Welikanda
Tel 027-2065

. MAHAWELI BUSINESS CENTRES OPERATED

FINANCIAL, PLANNING, TRAINING AND BUSINESS SERVICES (FAXES, SECRETARIAL
COPYING) TO ENTREPRENEURS

MAHAWELI BUSINESS CENTRES
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BY EIED/MED PROVIDE TECHNOLOGY,

’

IN  AGRIBUSINESS, MANUFACTURING, TOURISM,
MINERALS AND HOUSING DEVELOPMENT.

- MAHAWELI PROJECTS



