
A.I.D. EVALUATION SUMMARY - PART 1 - 
I D E N T I F I C A T I O N  D A T A  

2. Support responsible line agencies and public utilities to begin projoct 
, identification, design and tendering process. I 

1. Advise GSL to Identify those infrastructure needs to be financed by the private 
sector. 

Bill Foerderer 

C. Evaluation Timing 

Interim X Final 

A, Reporting A.I.D. Unlt Offlce of progrim 

Mleslon or AlDMl Office USAlDlSrl Lsnka 
(€Sf 

Bill Foerderer 

I 2. Assist GSL to set up Inter-ministerial Infrastructure Committee for resolving 
policy issues and facilitating cabinet level approval. I Bill Foerderer 

8. Was evaluation scheduled in Current FY Annual 
Evaluatlon Pian? 
Ye8 X Slippod Ad Hoc 

On going 

7 

On going 

Evaluation Plan Submission Dete: FV (1 

1 3. Appoint a long term Teshnical Advisor to SIDi. I 6130 I 

Ex Poct Other 

I I. Revise b g  frame. I Bill Foerderer 1 6130 I 

D, Activity or Activities Evaluated (List the following Information for project(8) or program(8) evaluated; if not applicable, list title and date of 
the evaluation report.) 

4. Redesign project so that purpose and output indicators relate to  policies, 
institution building, and procedures rather than developn~ent and approval of 
actual projects. Bill FoerdererlSlDl 

I 7. Assist GSL in  creating necessary policy and regulatory framework in  the priority 
sectors. I Bill Foerderer 

Project No. 

383-01 18 

6. Redefine SIDl's role and appoint a full time executive director or a deputy 
Director General with wide powers and sufficient staff t o  carry out sectoral 
workplans. 

I I 

A P P R O V A L S  
F. Date of Mission or AlDMl Office Review of Evaluation (Month) (Day) (Year) 

Most Recent 
PACD (MoNr) 

09130196 

Bill Foerderer 

G. Approvals of Evaluation Summary And Action Decisions: 

I ProjectlProgram Officer I Representative of I Evaluation Officer I Mission or A l D W  Office 

ProjectlProgram Title 

Promotion cf Private lr~frastructure 

A C T I O N S  

First PROAG or 
Equivalent (FYI 

1992 

Planned LOP 
Cost (000) 

8,000 

E. Action Decisions Approved by Mission or AlDMl Office Director 

Action(s) Required 

Amount 
Obligated t o  
Date (0001 

5,522 

I Name [Typed) 

Name of officer Responsible for 
Action 

Signature 

Date 

Date Action to 
be Completed 

W. S. Foerderer 
1 

I I /' 

/ 

@&I 

BorrowerlGrantee 

P. Ramanujan 

I 

1. A@- 
lr f 9.57 3/24/45 3/w 17's v 

Kim Kertson 

Director 

David Cohen 



I A B S T R A C T  1 . . - - . . . . . - . 

H. Evaluation Abrtreot (Do not exoeed the r(ieoe provided) - 
Thr purpose of the Promotion of Privet* Infrartruoture (PPI) projeot war to orrrte a market for privetr f l ~ n o i n g  and operation of roonomio 
infrrrtruoture. Tho five priority wotorr were: power, teieoommunioetionr, traneportation, water rupply and treatment, and d i d  worta 
dispord. The project w# implamentd by the Seontarlrt for lnfrartruoture Development and lnvertment (SIDI), a unit of the Minirtry of 
Pdloy Planning and Implernentatirm (MIPPI). PPI providd loneterm and rhon-tenn teohniod arrlrtanoa, training and funding for lood 
operating oortr. In late 1083, the projwt war m r n d d  to add rupport for M Env i romn td  Infrartruoture Unit (EIUJ In SIDI. Thlr mid t a m  
evduation war oonddotod t o  provide USAIO/Srl bcka and the Minirtry of Pdioy Planning 61 Implementation with an r r re r rmrn t  of projwt 
progrerr to date and rooommend m y  modifioationm to improve the likelihood of ~ M e v i n g  the projaot purpore. Tho methoddogr ured w w  
a review of projeot dooumentr, intervlewr with GSL offioidr, the private reotor, 8101 perronnal, CFED perronnel and projeot prreonnel. 

I  he pbojeot her made verv littie progreen toward mhieving its purpow. I 
Even though SlDl 10 funotioning, a uore of expertlee for the design, tendering, negotiating and approval of projeoto, end the lnteregenoy 
review and rpprovd prooeor of the expeoted private infraotruotura network oomponent her not been developed. I 
The publio awerenerr oomponent oonr i r td of workrhopr end reminsrr for the burinerr oommunlty and line minirtrier whloh ere now 
well informed about privete reotor approwher to infreetruoture development. However, very little effort her been nrade to  Inoreare thr 
underrtending end rupport of the general publio. I 
Materidr were preperd to market the government's new polioy of encouraging the privete finerwing and operation of euonomlo 
lnfrertruoture, but in  the absenoa of oommorclaiiy viable projeotr end esoooieted lnoentive packager, the marketine aotivities did not 
proceed beyond tMr Initial etage. 

Prooedurer for treating unrdioited proporelr have been estebliehed but only i n  e very prelitninary form, end little progreer her ooourrd in 
retting up e privete seotor oredit facility for infreetruoture inveetmente, or in setting up a meohaniorn for oo-flnenoing feasiblllty rtudler ao 
expeoted. 

I The projeot'e irok of progrmr oen be attributed to the following renonr: I 
I 1) There hae been a look of government oommitment to implement ite policy of private financing and operation of eoonomio lnfrartruoture. 

Also SiDl wee not given much authority nor even e clearly defined role. 

2) The projeot dacign war focured on the approval end impiementetion of epeolfio infrertruoture projeotr and not towerdo rtrengthening 
government'e oommitment to bring about the neceerary rector-level polloy reforme, and oreate the inotitutiond oapeolty for developing 
private infrastructure projeots. 

3) Although moot of the technical dvieorr end coneultente provided by PPI had experience in developing end implementing privete 
lnfrartruoture projects, they had very little experience in polioy reform end inetitution building. Therefore by mid-1 883 when they began 
to recognize that oonditione for the rapid development of commercially viable private infreetruoture projeoto did not exist, they were not 
oapable of proposing or undertaking the neoeeeary oorreotive eotione, Including projeot re-deeign. 

I 1. Aotud development of privately funded projeots are not poseible without the required polloy ohenger end ospaoity building of involved 
inotitutionr. 

2. The validity of asrumptione needs to be oioeely monitored and if found Invalid, the log freme needo to be revired. 

I C O S T S  

I. Evduetion Coete 

1. Evaluation Team I Contract Number / Contract Cost OR 1 Source of Fundr 
Name Roger Poulin 

Gabriel Roth 

Affiliation 
DAi 

2. MirdonlOffioa Profeedonel Staff 
Penon-Deyr (Estimate) 18 

OR TDY Person 
Dew 

AEP-0086-1-00- 
300240 I I 
3. BorrowerlGrantee Proferrfond 

Staff Perron-Daya (Entimate) 03  

TOY Cost (U.S. 9) 

9 44,043 PPI Projeot 



A.I.D. EVALUATION SUMMARY - PART II 
I S U M M A R Y  1 '  

Summery Prepared: Title And Date of Full Evaluation Report: Midterm Evdurtian of 
the Promotion of the Private Infrrrtruoture Projeot Deoember 

oa1201gti 1904 
1. Purpou J th. A d v l t y  or Advi t lor  EvJurwd 

The Promotion of Private Infreatruoturr (PPI) projeot war initiated in r r r ly  1993 for the purpore of oreating r market for the private f i n r d n g  
and operation of eoonomio infrertruoturr. Tho re t iode for the projeot war that, although the i w k  of wonomio infrertruoture had been 
identified by the QSL end donorr u r melor oonrtralnt to Sri Lankr'r eoonomio growth end devdopmsnt, govermnnt end donor noouroer . 
were inadrqurte to finanor the n e o e r ~ r y  i n w r m n t r .  I 

The projeot purporr ie supportive of the Mirdon'r rtretrgio eoonomio growth objsotive: the inorrered opportunity for people to pertioipete 
in e growing market roonomy. The Mirdon'r Progrm Petformanoe Plrn oaiir for thir objsotive to be m r r u r d  by the peroant ohange in 
foreign end domertio inwrammt. The PPI god ir to modernize infrertruoture in five reotorr: power, tdeaommuniortionr, trmnrportrtion, 
water euppiy and treatment, and rdkl w u t r  diaporal with quantified target# for each reotor. if there target8 ere mat, the infrartruoture 
oonrtrdnt to eoonomio growth will be dgnificently alleviated. Converwly, if there targets are not met, eoonomio growth will be muoh 
slower, thus adverreiy affecting the sbiliw c; the USAID progrem to m e t  one of its key strategic objeotiver. At the end of the projaot, a 
government network war to have been vrtnbiirhed for the promotion and im(rlsmentation of private infrrotruoture projeotr, a rizeable 
number were to have been tendered, and three woro to have been approved for implementation. The projeot war implemented by the 
Seoreteriet for lnfreotruoture Development end lnveetment (SIDI), a unit of the Mniotry of Polioy Plenning end Implementetiun (MIPPI). PPI 
provided l ow te rm end ohort-term teohniod arrktanoe, training end funding for iood operating oootr. In lets 1993, the projeot wer 
amended to add rupport for M Env i romntd  infrertruoture Unit (EIU) in 5101. With this mndment ,  USAID project funding oondrted of , 
en 48 million development aeeirtence grant and e $30 million houdng guarantee (HG) loan. 

2. Pwpwo of tho Evalurtlon md Melhodolqy Uwd 

Thir mid term evaluation war oonduoted to provide USAiDISri Lenka end the Minirtry of Polioy Planning & implementation with en 
esserrment of projeot progrere to date end reoornmend any modifiortiono to improve the likelihood of eohieving the projeot purpow. The 
methodology ured war a review of projeot dooumentr, interviewe with GSL offioialr, the privete rector, 8101 perronnel, CFED perronnel 
end projeot perronnel. 

3. Flndlnga end Condwiol# 

There ere beet rummarized by oomponont. 

-0ture Network. Although the objective war to oreate e network of government ministrier and agenoise for the purpose of 
developing and approving projeotr, tlu foour of eativity war on the wtuel development of projeotr. However, none of there projeotr haw 
been Implemented and the "network" har not been estabiiohed. SiDi Ir funotioning, but the interagency review end approval proaerr ir not. 
Within SlDl a oore of expertise for the dedgn, tendering, negotiating and approvd of projeotr hao not been developed. 

Publio Awar-. Moat of the sativity undar thir oomponent oondotd of worlcshops and meminars drned at the buminerr oommudty end 
line minirtrier. Both group8 are now well informed about private reotor epproeohes to infrestruoture development, including "buikl-own- 
operate' m d  'build-own-lranrfer'. However, little effort her been made to inoreere tho understanding end eupport of  the general publio. 

Merketing. Thqre her been very little aotivity under thir oomponent, mainly becaure there have been no projeotc to market. initially, 
materieir were prepared to market tho government's new poiioy of enaouraging the private financing end operation of eoonomio 
Infrartruoture, but in the absence of oommercidly viable projeotr and aocooieted inoentive peokeger, the marketing aotivitieo spproprir.lely 
did not proceed beyond tMe initial stage. 

P m .  Here again there ha8 been relatively little activity. Procedures for treating unedioited propode hem been 
ertabiiohed but only in  a very preliminary form, end little progress her ooourred in eetting up a private reotor oredit faoility for infrartruoture 
investmento, or i n  eetting up e mohaniem for oo-financing feaeibiiity rtudiee. 

The aonolurion t o  be reached' from the &ow ir that the PPi projeot has mode very little progreoo toward the development of a market for 
private financing end operation of eoonondo infrestruoture. 

In oontrert to the aotivitier odled for in  the original PPI dedgn, the Housing Guarantee (HIG) Program took e more gredud end l ~ t i t u t i o n  
building approaoh to projeot development. The foaur of the progrm ir the development of urban water supply, wastewater treatment, end 
rd id  weote dirpord under B00180T or other formr of publiolprivate reotor partnerships. 



S U M M A R Y  

Thr deolgn of tha HIQ program oomponent war b a r d  on threr oritiod raeumptionr: 1) muniolpditirr ware willing to ontrr Into agreement. 
with the privatm reotor for the provirion of rnvironmsntd rervloer, 2) lawr, rebulationr and prooedurer ooukl be ohenged when neoermry 
to make privata eeotor projeotr finanoidly and operationdly feasible, and 3) private burinarmor would rarpond to opportunltier on terms tM 
would not ba exoerdvely onerour to the munloipditiem, All three of thew arrumptionr have proved to ba partially vdid, but only with 
utrong rupport from the projeot. The Envtromntd lnfrartruoture Unlt (EIU) w w  ret.bl irhd In SIDI, and 41 million of taohdod arrirtanor 
w r  made svJI.Ma, inoludlnq owthird of the tknc, of a Rrridrnt Twhniod Adviror. Thir arrurgamrnt hw proved effeotiw in mrrting tha 
twhdorl redrunoo Hd trdnlng n e d r  of 81DI rtafi and tho munioipdltlae. Advanoing projeotr to the Imgkmenutior~ rtage, howevor, ie 
likdy to prow diffioult, boaouw, under exirting oort reoovery oonditionr, very fmw aotivitier provkle high onough rrturnr to attraot privatr 
nwrtorr. 

I The three k ry  mrumptiom we thec: I 
I 

l Thr pdltiod and inrt i tutiod will rwirtr to Inltiate and urrtdn a marriage between the publio and private rrotorr over the long term; 
A trohnlod unit (SIDI) could ba ertabliohed within the appropriate entity'and thet it would have wfndent pditiod wthority; and 
l Tha eoonomio and invartment olimate in Sri Lanka would oondnue to provide an "eaMlng environment' for puMlolprivrte partnewhips. 

I There errumpdonr ere in faot oritiod. At the time the projeot war designed, they appeared vdid, but, are prerently lnvdid and need to be 
closely monitored. , 

The pditiod and institutional will probably existed, but only for a marriage In whioh the publlo reotor h8d the dominant role. The 
relationrhip between the publio and private raotoro In market eoonomier appear8 to heve been knprrfeotly understood in Sri hnke. Thlr 
leak of will and understanding deo pnvented the reoond arurrnption from being vdM, SlDl weo well deaigned and dtuated to oorry out it# 
rde, but it war never given the neoeroary authority. The government rhould haw ret up an Inter-midrtrrid body with the power and 
wiillngne~r to wpport SIDItr wthority vir-a-via line minletrier and rteteownsd enterprirer (SOE). Perhapa the leart rupportad arlumption ot 
the time of tha projeot design war that there existed an "enabling enironment" for private invertment In infraotruotun. Publlolprivate 
partnerchipr can be f o M d  under most olroumetanoee, but they oannot aohiave their potentid unlesr dl the elementr oonoarnsd wish to 
pursue them, and underrtand the loeuee. The experience of trylng to oreate alloh partnerohipr In the power oeotor euggestr that the SOEr 
ere not anxiour to give up their powers to make lnveotmentr, end that they do not appreoldte the lntereo~ and oonoarnr of privato lnver- 
tom. Furthermore, the GSL'e pdioy of holding oonsumer tariff lewlr below produotion oostr doer nothing to encourage private invertment. 

The project requlrer a major rededgn, with a oleerer statement of projsot purpore and a ret of output8 that ernphadze pdioy o h s w  and 
institution building. The projeot purpose should be re-worded rlightly ar fdlows: to enable Sri Lanke to wooessfully enter the market for 
privata finanoing and oparation of eoonomio lnfrartruoture. Thlr would amphaeize the faot that Sri Lanka k competing with other w n t r b r  
in an alraady sxisting international market. The objeotive is not only to dlow the private reotor to partialpate In infrastruoture, but to oreata 1 
oonditionr that will attrmt thle investment in oompetition with other oountrlee. The end-of-project oondidons that would indicate that thir 
purpore ha. been aohieved are: 

l The necasesry pdioy and regulatory fie* liework will have been ertablished In at least three reotow: power, teleoommunloatlonr and 
environmental infrertruoturs. 

@ SlDl funodono ar the food point for the effeotive, expeditiour and transparent proaeoeing of private lnfrastruoture projeoto. 
l A marketing and lnoentiw program for private infraotruoture projeotr will hew been ertabllrhed, inoluding 1) a ruotdnable oredit faoility, 

2) s meohanism for fearlMlity coot oharing, and 3) the oapscity to produoe marksting materialo for individual projeotr. 
l Finanasable projeotr will haw been developed ar evidenced by RFPr iroued, reepondd to, and approved. 

The firrt otep 1s for the GSL to r M e  unequlvoodly that the expanoion of boonomio lnfrartruorire ir a top government priority and will haw 
to b ~ h i e v e d  dmort rxduoivdy through private Invertmnt. The GSL rhould then Inotruot line minlrtriem and publlo udlitier to bedn the 
projeot Mendfioation, tendering and approvd prooerr. Naxt the GSL rhould rat up an Inter-minlrterid Infreatruoture Committee (IMIC) to 
oveme the knpiementation of itr private lnfrartruoture polloy, and rub-oommitteer for eaoh reator wherm projeotr are being developed. The 
role of thir oommittae would be to reedw the inevitable pdioy irruee md mow projeotr through the approval prooror, SlDl would be Itr 
reoretrrimt and would be rmpowered, rtaffed and provided with the teohniod arolrtenoe neoerrrry to prepare tandaring dooumnte. 
evduata bids and negodata purohaee agreements. Onoe it8 pdioy 10 made dear and the lnrtitutiond struotura for implemntatlon ir put in 
place, the government rhouM take rtepr to oreate the neoerrary pdioy and regulatory framework In the priority reoton. TMe taek rhould 
ba jointly undertaken by SlDl and the line ministry oonoerned under the overdl direation of the intar-midrterid o o d t t e a .  

PPI rhould provide highly quslified teohnlod arrlrtanoe sr needed. Bewoe the pdioy reform prooerr wW bs long and diMoult, It should 
focur on only a few wotom - power, teleoommunioationr and enviromntd infreotruoture. Onoe the W o  pdloy and regulatory d y r i e  
10 oompletd, the main t a u h  will be to generate pub110 and pditid @upport for ohange and ryaternatiodly ded with tho resirtenor that 1s 
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Next, 810; and the Unr mlnirtriee rhould begin work on dewloping projsotr in saoh of the three priority rciotorr. Thlr oonrlotr of proparlng 
eeotord expindon plmr, Identifying priority projects, oarwing out pn-feaelbillty rtudier, preparing projeot profiler, and putting together 
tenderiM dooummto, negotiating guideliner and purohsoe agremntr. Here agdn, PPI rhould provide the nooeorery teohniod odrtcuroe. 
SiDi rhould report progrerr regulerly to tha lMlC where key iewer rhould be dirouoeed and rrrdved. The obhodve rhoukl ba to build up 
thr rrprnlrr in 8101 and tho iina minirtrisr to dedgn, tendor, ~got ia to and approve oomrold ly  vi&Io projeou effrotivrly, rlyHdiUourly 
and profrredorwrliy. 

Luronr b m d :  

1. Aotud daveiopmmt of privatrly fundd projsotr ere not porrible without the required pdloy ohanger and oapaolty building of involved 
inrtitutione. I 

I 1 2. Tk. velIdity of rumptiona medr to be oloulv monitored and if found invalid, tho log f r m  nodr  to be rev id .  



- 
A T T A C H M E N T S  

K. Attachmonte (List attachments submitted with this Evaluation Summary: alwavq attach copy of full evsluation report, even if one was 
eubmltted earlier; attach studies, etc., from "on-going" evaluation, if relevant to the evaluatlon report.) . 

C O G M E N T S  
L. Coniments By Mission, AlDMl Office and BorrowerlQrantee On Full Report 

Mission finds the repon to be a thorough and valid reflection of the Project. 


