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The Mahaweli Enterprise Development Project 

The Government of Sri Lanka as well as the international donor
cotnw.,ity has given high priorik over the last several decades to the 
development of the resources of the Mahaweli river basin. The
Accelerated Mahaweli Development Program was launched in 1978.
The first phase of this program, ihe construction of major capital
infrastructure, is complete. The second phase, developing the land for
settlement and forming an agricultural production base, is well under 
way. The third phase, just beginning, seeks to build on the agricultural
base to create a diverse and dynamic regional economy, improving
employment and income prospects for settlers and their families. It is in
this phase that the private sector haz to play a leading role in enterprise
development. 

The Mahaweli Enterprise Development Project (MED) is a five 
year USAID-supported initiative of the Mahawel iAuthority of Sri Lanka
(MASL) to foster private enterprise development in the Malaweli areas. 
MED assists small, medium and large-scale investors to develop new 
ventures in the Mahaweli and expand existing ones. This is to be
accomplished by a three-pronged approach: 1) investment promotion,
technical assistance and marketing support to medium and large-scale
investors; 2) advisory services, training and improved access to credit for 
small-scale enterprises; 3) policy assistance to improve access to 
resources, such as land and water, and 'he legal and institutional
framework for enterpriie development in the Mahaweli settlement areas. 

The Employment, Investment and Enterprise Development
Division of the MASL is the MED implementing agency. The main 
technical consultancy isprovided by aconsortium led by the International
Science and Technoiogy Institute (ISTI), a private consulting firm based
in Washington DC. Other firms in the consortium are Development
Alternatives, Sparks Commodities, High Value Horticulture and two Sri
Lankan firms, Agroskills and Ernst and Young. This significant array
of organizations and expertise is ready to assist private sector firms inthe 
Mahaweli areas. 
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Memorandum Report
Definition, Criteria and Procedures for Pre-Investment Programs (PIP's)
 

INTRODUCTION 

This memorandum report results from assistance I (Robert Lee (Phd)) provided tothe MED team in Sri Lanka during the period September 16, 1990 to October 5,1990. The purpose of this memorandum report is to outline the procedures forimplementation of the Pre-Investment Program fund activity under the MED project. 

The assignment focused on the clarification of Pre-Investment Program (PIP)definition, as well as development of criteria and, procedures for PIP selection andimplementation. Also, discussion with candidate firms was initiated to identifymedium and large (MLE) enterprise technical assistance and/or training needs; and
begin to develop three (3) pre-investment program ideas that could be met under theMahaweli Enterprise Development (MED) prcject during the period January- June 
1991. 

To accomplish this assignment I met with eleven private sector firms and selected
appropriate institutions to gain an understanding of the barriers to private sector
development and the needs of pioneer private sector investors interested in theMahaweli. A list of the contacts made are set out in Appendix C. These barriers

and needs form the basis for the kind of interventions (PIP's) required assist
to 

private sector investment and development.
 

I started the process of selecting three (3) Pi'P's. Next steps to complete the work
involves making additional contacts with investors (by correspondence and directly),selecting from a long list of PIP ideas three (3) good PIP ideas to detail operationally
and financially. To culminate this work in a timely way for inclusion of the PIP's inthe January- June 1991 program this next step should be completed by the end of 
November. 

The attached memorandum report reviews background, defines PIP's, sets forthconditions for investor eligibility, indicates eligible expenditures, detaits criteria
against which PIP ideas should be judged, delineates a procedure to follow infinalizing PIP selection, and lists several potential PIP ideas. Also, in three appendix,comments on PIP definitions, barriers to investment and development as perceived
by investors, and a list of coutacts is provided 

In carrying out this assignment I want to thank the MED team and EIED for their 
support, particularly Mr. Indra Philips, Dr. James Finucane and Mr. Steve Morgan. 
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I. BACKGROUND
 

A key component of the medium and large enterprise (MIE) activity of the MEDproject is the identification and sponsoring of Pre-lnvestment Programs (PIP's).
Potential MLE entrepreneurial activity that could be assisted with MED resources
through PIP's includes commercial scale agricultural production (including
nucleus/outgrower schemes), post-harvest processing, storage, packaging, transport
and marketing as well as off-farm activities in the industrial, commercial and service 
sectors. 

The most promising early opportunities for MIE's is expected to lie in the
commercial production of high-vaue crops. These crops will likely be sold after only
primary processing and mainly in export markets. Therefore, MLE's in fresh fruitand vegetable export industries is to be targeted for initial MED support through PIP
interventions. These investments are risky and require carefully thought out
development if th potential profitability of the sector is to be realized. Properly
defined and implemented PIP's can assist. 
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III. 	 DEFINITION OF PIP's 

A. 	 General Overview 

Pre-Investment Programs (PIP's) aim to assist groups of pioneer investors initiate 
operations in the Mahaweli by sharing the unusual risks and extraordinary costs 
which pioneers face. This is done to help pioneers reap the positive benefits that can 
be derived from the introduction of new and viable business ventures in the 
Mahaweli. PIP's will be one-time interventions to break through business barriers 
faced by pioneers. It is intended that PIP's will give pioneer (MLE's) direct exposure 
to markets and direct access to the expertise in production, management and, 
marketing techniques which investors themselves define as needed. The 
interventions can include such things as: 

* 	 developing market information. 

* 	 establishing brokering links with buyers in key markets. 

providing technical expertise in production, post harvest handling and
 
processing.
 

training and information on crop-specific technologies.
 

training on-the-job, as enterprises actually get underway, rather than
 
in a formal classroom environment.
 

assistance in arranging for transport, and storage (dry and cold).
 

analyzing price issues.
 

establishing potential profitability of an enterprise.
 

B. 	 Investor Eligibility 

Investors to be eligible for PIP consideration should meet the following minimum 
conditions: 

be a pioneer investor. 

be prepared to share what is learned with other pioneer investors. 

be carrying out the project investment In MaliaweU sytem B,C,O 

and/or H. 
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be pursuing a project investment that is export or import substitution
 

oriented.
 

be willing to share the cost of the PIP assistance.
 

be a Firm with financial capacity to undertake the project being
 
invested in.
 

be able to present a sound business plan.
 

indicate his previous familiarity with the business venture proposed.
 

be proposing a project investment in one of the following business
 
areas: 

- commercial scale agricultural production (including 
nucleus/outgrower schemes) with priority on fruits and 
vegetables. 

- post-harvest packing, processing, or storage of commercial 
agricultural crops being produced. 

. packaging, transport, and marketing activities that integrate to 
support the commercial agricultural ventures in the region. 

- off-farm activities in the industrial and, commercial and service 
sectors that integrate to support the commercial agricultural 
ventures in the region. 

C. 	 Eligible Expenditures 

Expenditures eligible for PIP consideration will include: 

* 	 Costs to bring specialists to Sri Lanka to provide technical or business 
assistance to the pioneer investor. 

* 	 Travel for Sri Lankan employees of pioneer investor firms to other 
countries to gain training and make market contacts. 

* 	 Costs to support training program in or outside Sri Lanka. 

* 	 Purchase of capital items that are approved as justified by 
EIED and USAID. 
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D. Essential Definitions 

Pioneer investor, pre-investment, and cost sharing are three terms used which must 

be clarified. A definition of each is provided below. 

Pioneerinvestor during the life of the MED project is considered to be most if not 

all medium and large investors participating in the targeted agriculturally-based 

industries due to the novelty of the industries to Sri Lanka and the frontier nature 

of the Mahaweli. 

Pre-investment generally refers to the costs incurred by an investor prior to making 
However, for this program

an investment in a new venture or new capital purchase. 


a pre-investment is to be considered as any investment required by a pioneer investor
 

to remove a barrier to the effective initiation of an investment and/or the effective 

implementation of an ongoing approved investment. 

a PIP 
Cost sharing means that the pioneer investor will share in the cost of 

lin cases where the investor is already committing a major investment
intervention. 
of time and money this commitment will likely be considered his share of the cost 

In cases where no investment has yet been made 
to support the PIP intervention. 
the pioneer investor would be expected to put up a share of the cost in the PIP 

For example, if the investor is just initiating a project and it is agreed
interventioli. he plans to initiate MED 
that he should visit some operations similar to the one 

would provide tickets for transport and the investor would provide lodging and the 

The pioneer investors share can be cash,
time of the most appropriate executive. 

executive time, or capital inputs already made.
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IV. CRITERIA 

In an effort to assure proper selection each PIP will be judged against criteria felt 
to be most important. The criteria include: 

Does it lower risk or reduce extraordinary costs for a group of pioneer 
investors or a single investor where lessons learned can be shared with 
other pioneer investors?
 

Does it stimulate a potentially profitable industry?
 

Does it help elinainate a key barrier in the producer to consumer
 
agribusiness system preventing new or expanded pioneer investment?
 

Does it provide opportunity through outgrower schemes for Mahaweli
 
settlers?
 

Does it support Mahawell development objectives of expanding
 
employment and income through backward and forward linkages?
 
Does it have an identified shared cost component for pioneer
 

investors?
 

Does it support pioneer investors that have financial capacity to
 
implement an investment?
 

Does it introduce a new technoo, that can be widely disseminated and 
used throughout the Mahaweli? 

Does it satisfy USAID 'equiuenu of Gray, Bumpers, etc. 
amendments? 

* Does it include anything not permnied under the MED project? 

After each PIP suggestion has been evalua-ted against this set of criteria it is felt that 
the highest priority activities will have been chosen. 

6
 



V. PROCEDURES 

To select PIP's several steps are necessary and include: 

Step 1. Identification of practical PIP ideas. 

Step 2. Screen PIP ideas against above criteria. 

Step 3. Detail PIP's and establish final budgets. 

Step 4. Establish cost sharing agreements with Pioneer investor groups. 

Step 5. Gain final steering committee and USAID approval. 

Step 6. Implement the PIP. 

Step 7. Monitor the progress and success of PIP program. 

Step 1-identiflcat'on of practicalPIP ideas are developed through interviews and 
interactions with the pioneer investor commuity in Sri Lanka. Many ideas have 
been developed during preparation of this document based on interviews with 
pioneer investors. It is essential to get pioneer investor buy-in to the program
therefore, it is recommended that the PIP ideas presented in this document be sent 
to a targeted list of potential pioneer investors (local and foreign). The pioneer
investors will be asked to review and react to the PIP ideas presented. Also, they
will be asked to elaborate on the ideas and/or to add there own new ideas. At the
completion of this step it is anticipated that we will have a long list of ideas for PIP's 
that pioneer investors are i'terested in. The process will move to step 2,screening. 

Step 2-ScreeningPIPideas will be done as a three stage process. First, a project team 
committee will be selected to assess each PIP idea on the long list against the set of 
criteria set out above. The project team committee should consist of members that 
have business and technical background in the field so that the team is very familiar 
with the issues that mean success or failure in the business. The intent of this 
screening is to bring the long list down to a short list of 10 PIP ideas at most. The 
primary reason for shortening the list is to make it manageable to develop technical 
and cost information required for the final candidate PIP's. 

Second, the short listed PIP's will be conceptualized in greater detail and gross
technical and budget factors developed. With this information each PIP idea will be 
analyzed against the set of criteria and ranked with a score. Each criteria will be 
scored from 1 to 10 where 10 is highest. The PIP ideas th'.,t score the highest will 
top the list for final selection. The objective is to select 3 PIP's for implementation 
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in 1991 therefore, this second screening stage will bring the short List down to no 

me're than 5 PIP ideas. It is possible that 3 PIP's will stand out as clearly the best 

at this stage. If this is the case the PIP selection process will move to the next step. 
move to a third

If this is not the case the five remaining short listed PIP's will 

screening stage. 

stage will consist of a further analysis, technically andThe third screening 
budgetarily, of each idea to shorten the list to 3. Critical at this stage will be the 

potential willingness of pioneer investors to cost share in the PIP. It is essential that 

the pioneers be willing to cost share therefore, this criteria could be the determining 
In any event at this stage final

factor in final selection among top PIP ideas. 

selection of 3 PIP's will be made and the process will move to the third step of the
 

process.
 

Step 3-DetailingPIP's and establishingfinal budgets will build from the work done 

during screening but, it will prepare the final specifics of what will be done as a part 

It will estimate the final budgets and determine the specifics of the cost
of the PIP. 

It will result in a brief document that will move to the next step,
share components. 

discussion with pioneer investors.
 

involve 
Step 4-establishingcost sharing agreements with Pioneer investor groups will 

meeting with the pioneer investors to go over the final PIP and the envisioned cost 

Suggestions of the pioneer investors will be incorporated into
shaing arrangementw. The 
the PIP and acceptance in principal letters will be signed by the pioneers. 


process will move to step 5.
 

Step 5-Gainingfinal steering committee and USAID approval will involve taking the 

PIP documentation completed in step 4 with the acceptancein principalletters to the 
The MED MLE advisor and chief of 

steering committee and USAID for approval. 

party of ISTI will present the PIP's.
 

Step 6-implementation will begin as soon as approvals have been given. 

Step 7-monitoring the progress and success of the PIP will be a normal part of the 

MED project overall monitoring procedures. However, the MLE advisor will be in 

day-to-day contact with the activities of each PIP. He will work to flag problems as 

they arise and correct them in an effort to keep things moving smoothly. 
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VI. PIP SUGGESTIONS
 

In section 1I the definition of a PIP is spelled out and further comment concerning
PIP definition is set out in appendix A. In appendix B several general, production,processing, and market constraints confronting the development of the high value
fruit and vegetable industry are indicated. The constraints represent barriers to
pioneer investors. Removing these constraints helps to reduce the risks and/or
extroadinary costs for pioneers and encourages investment and development
expansion. PIP's represent the mechanism for removing the constraints. Several
ideas have been identified by the MED team and some are suggested as potential
PIP's and are set out below. 

Before major investment development is encouraged in each Mahaweli 
system it is mandatory to establish solid base line information.
Presently the Mahaweli is limited by certain resource constraints such 
as water, land area, and soil characteristics. Therefore, to use the
overall resource base most effectively it is necessary to establish the
best alternative cropping mix for the region for the future. 

To conduct the needed analysis a comprehensive review of all systems
by a team of specialists including irrigation engineer, agronomist,
horticulturalist, soils analyst and agricultural systems analyst is
required. The team will prepare the crop input requirements and
market price information for a linear programming allocation model. 
The model when properly defined will select the proper cropping mixwhich will result in guidance for more efficient, productive, and
profitable development in the Mahaweli. 

Establish research observation plots at each of the Mahaweli systenms
for the target crops to be promoted. The purpose would be to test
seed varieties and practical production practices. Also, it would
provide a place where farmers could begin to be trained in proper
production techniques. 

Establish controlled environment screening facilities in the Mahaweli
where seed can be tested prior to being released to farmers. The
facilities would test germination viability and varietal performance to 
ensure positive productivity of seed sources before seed is utilized by
farmers. 

Supplement the food technology lab at Girandurukotte in system C so
that field analysis, post harvest, product packing and handling ideas can 
be developed and results shared vth industry firms and farmers. 
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Establish an assembly shed center where product can be gathered and 
protected from the elements. For example, in the case of gherkins, 
firms have experienced product break down resulting from exposure to 
the hot sun. The sheds would facilitate the improvement of product 
quality and demonstrate the importance of product protection to 
industry firms and farmers. 

At a later stage after assembly sheds have been established equipment 
could be introduced to convert them to full scale packing and grading 
facilities so that proper product standards are met. 

A third stage would be establishment of a cold storage facility to 
extend the shelf lifz and quality of the products and to hold product to 
build loads for shpment to port or airport. 

Establish a team to develop a grades and standards program for and 
accepted by the industry. Required information will need to include 
agreement for internal industry standards, foreign company standards 
and foreign government standards. An association of firms in the 
business could represent the focal point for the undertaking. Along 
with this effort a mechanism for standards enforcement should be 
decided. 

Assist pioneer investors improve their ability to bring perishable crops 
to market by helping to provide mobile refrigeration for high value 
temperature sensitive commodities. For example, this could involve 
the shared purchase of some refrigerated trucks or the purchase of 
refrigeration equipment that could be adapted to existing trucks. 

To make best use of limited water supplies, particularly on tree or vine 
crops such as mangos, passion fruit, and quava, drip irrigation 
equipment should be provided. As a PIP, purchase and demonstration 
of such equipment should be considered. This idea will. not only help 
the growers but it could form the initiation of a firm to manufacture 
the components for drip systems in the Mahaweli. 

Dried fruits is of interest to several groups. To be of help to these 
pioneer investors establishment of a dried fruit product development 
and control unit would promote the development of products that the 
group should seek to produce. Also, it would provide a way to help 
them test whether the product they are producing is up to standard for 
exportation. 
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At this stage of development many firms interested in the fruit and 
vegetable business are unfamiliar with the business and the importance 
of many numerous technology inputs that determine the success of the 
production, post harvest packing and processing and, marketing of 
perishable products. By taking a group of these interested investors to 
a place like the San Joaquin valley in California, and/or Hawaii to 
tour production, packing and processing operations and talk with 
managers in the business it could help to give them a much better 
appreciation for what they have to do to build their industry in the 
Mahaweli. 

Several new product developments are possible in the Mahaweli but, 
for many the concept for how io become established isunclear. Help 
in clearing up project concepts can be provided by preparing project 
concept and pre-feasibility papers. Some products in addition to baby 
corn, silver onions, okra, and gherkins that could be targeted include 
pigeon peas, chilies, garlic, drip irrigation manufacture, dried fruit 
processing, cold storage facility management and others. High priority 
items could be selected and concept papers done to provide investors 
with proper insight on the ventures. 

At this stage cf development many firms interested in the fruit and 
vegetable business are unfamiliar with the business and the 
complexities of the market. By taking a group of these interested 
investors to a major annual trade fair such as, the Agricultural and 
Industry trade fair in Taipei, and the annual Food Processing Industry 
Congress sponsored by the National Canners Association and the 
Canners League of California. By talking with key marketers and 
managers in the business Sri Lankan pioneer investors could gain a 
much better appreciation for what they need to do to build their 
market for Sri Lankan production. 

Conduct a quality review of the fresh fruit and vegetable products 
presently being exported to determine how well it is being done rind 
identify suggestions for improvement. This review would be condaicted 
from point of export through to point of sale in the import country. !t 
would involve meeting the buyers in the importing country to find out 
how well they like the product and ask what can be done to increase 
the market. Also, it will provide an opportunity to see where Sri 
Lankan product fits in terms of competition and price. 
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EstabUsh a service that can work with pioneer investors to develop 
necessary soil information and composition on lands they are allocated 
and on outgrower lands that are a part of the project. This will help 
ensure that proper planting, fertilization, watering, and disease control 
practices are being followed. Soils vary from one area to another 
therefore, it is essential, particularly for high value sensitive crops, to 
know what soil conditions are on each specific plot being used. 
Equipment and training of a technition can be provided as a PIP. 

Presently paddy growers are harvesting paddy manually and this 
requires a great deal of time and labor. To give the farmer more time 
to produce his high value crops a system for helping to mechanize 
paddy harvesting should be investigated. It could involve the purchase 
of small hand operated mechanical gleaning machines which harvest 
farmers fields on a contract or shared basis. 
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APPENDIX A
 
COMMENTS ON PIP DEFINITION
 

In the project paper for the MED project and in the ISTI proposal various comments are 
made regarding definition and aspirations for PIP's. This appendix isa compilation of those 
comments as they form the basis for a working definition that can be used with investors. 
Quoted comments follow: 

1"ST! will give greater emphasis in the early stages of the project to companies 
and individuals with the curfrent knowledge of and business involvement in the 
Mahaweli regions, and will apply the concepts of Pre-investment Programs 
and Special Projects heavily towards this group." 

"The project will conduct Pre-Investment Programs (PIP's) to assist groups of 
pioneers to initiate operations (PIP's will not directly finance the costs of 
specific business ventures of individual entrepreneurs). In essence, this will 
consist of sharing the unusual risk costs which pioneers face in order to reap 
the positive externalities that will derive from the introduction of new and 
viable industries to the Mahaweli. Cost-sharing as opposed to full subsidies, 
encourages sound business judgment." 

'he specific nature of MED Pre-Investment assistance will vary with the 
product, its technical requirements and market characteristics, and will be 
planned in cooperation with the pioneer investors involved." 

"Pre-Investment will include USAID financial support for technical assistance 
in any relevant field and funds for travel to study production methods 
elsewhere, to investigate overseas markets or to establish overseas contacts. 
The quid pro quo from the participating investors will be their assumption of 
all operational costs, a share of Pre-lnvestment travel expenses, and their 
commitment of top management time to the exercise." 

"Unlike Pre-Investment Programs described above- essentially a one-time 

intervention to break through pioneer barriers." 

"Expertise: EIED will assist investors who seek specialized expertise (but do 
not qualify for subsidized Pre-Investment assistance) to locate/access domestic 
or overseas sources of expertise in selected fields." 
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"MED interventions to promote MLE development are targeted on the areas 
of greatest risk and uncertainty. Pre-Investment Programs will reduce the 
risks and extraordinary costs of pioneer enterprises in industries which have 
a long term comparative and/or competitive advantage. PIP's will give MLE's 
direct exposure to markets and direct access to the expertise in production, 
management and marketing techniques which investors themselves define as 
needed." 

Pre-Investment Programs will generate an estimated 9,200 permanent jobs 
through the projected $14.2 million in private sector investments which PIP's 
are expected to leverage." 

"MED will, moreover, assist producers to address each of the major areas of 
risk either through technical consultancies under Pre-lnvestment Programs, or 
through Special Studies." 

"Graduates of Pre-Investment Programs and/or identifiable beneficiaries of 
other MED MLE development interventions will be flagged in order to 
determine their progress relative to that of other MLE's in the Mahaweli and 
to distinguish the effectiveness of various MED interventions. 

'The MILE component will, in the meantime, attempt to relieve the principal
remaining constraints: the risks and costs of pioneer enterprises and 
inadequate information. The "pre-investment" mechanism will assist investors 
over the initial hurdles posed by their unfamiliarity with the market, lack of 
knowledge of field and post harvest techniques, the complexities of drip
irrigation, packaging requirements and so forth. Training on-the-job, as 
enterprises actually get underway, rather than in a formal classroom 
environment will be stressed" 

"Pre-Investment Programs will increase investment, employment and incomes 
by reducing uncertainty for investors prepared to initiate lew ventures. A 
discrete and limited number of firms will participate in these programs." 

"It is assumed that there will be 10 pre-investment programs with four firms 
participating in each. Out of the 40 firms, 50%- 20 firmsn initiate ventures 
that are profitable and survive over time. 10 of these are assumed to be self
contained farms. The remaining 10 are assumed to be outgrower operations. 

The impact of the 10 self-contained farms can be measured by the investment 
made and the jobs created. Although the fresh fruit and vegetable projects 
which will be the initial focus of PIP's require, on average, a higher 

14 



investment and generate more jobs per acre than MLE projects now underway 
or proposed in the Mahaweh, data on the latter are used to project the impact 
of these 10 new enterprises." 

"MARD's "Market Action Operations" component bears a striking
resemblance to MED's "Pre-Investment Programs," The former will work with
"farmer' groups and entrepreneurs...to identify potentially profitable crops,
establishing marketing links/channels with entrepreneurs in the markets 
selected, working with farmers on post-harvest techniques and transport." The
latter will be directed at pioneering medium and large enterprises, but will
include provision of technical expertise, training and information on crop
specific technologies; brokering links with buyers in key markets; and
assistance in arranging for transport, analyzing price issues and potential
profitability, etc." 
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APPENDIX BCONSTRAINTS TO PIONEER INVESTMENT IN MAHAWELI 

INTRODUCTION 

In an effort to identify appropriate PIP's a review of the agribusiness system fromproducer to consumer was made to determine the barriers that are preventing
pioneer investments in the Mahaweli. In addition to barriers within the system there may be barriers of a political and institutional nature that hinder investment anddevelopment. Since PIP's aim to remove these barriers for pioneer investors it isnecessary to understand the nature and importance of each. It is against this set of
constraints that priority PIP's are identified. 

[, POLITICAL OR INSTITUTIONAL 

Some constraints of a political and/or institutional nature have been cited and 
include: 

Absence of a well defined policy forframework agro-processing
industries has been a major impediment to attracting investment to the 
sector. 

Financing is cited as being high cost and unavailable in sufficient
quantity, particularly for working capital requirements. Also, domestic
banks are inexperienced with financing perishable exports as these 
crops require more financing than traditional crops and collateral is 
linited. 

Unnecessarily arduous and uncertain procedures for obtaining GSL 
and Mahaweli approval to proceed. 

Reported shortfall of skilled labor in the region and it is difficult to 
attract staff from outside the region to work in isolated places. 

Price support schemes for agriculture should be considered so as to put
a safety net under the farmer should unforseen market forces drive 
prices down. 

Institutional support in providing new technology to farmers is required
and needs to be strengthened. 
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Insufficient information about opportunities, facilities and resources ofthe Mahaweli are available to investors. 
Infrastructure to support expanded commercial development is 
inadequate. 

Restricted regulatory access to air freight space. 

Mahaweli policy that does not provide ME investors continuousaccess to irrigation water is a problem. Present policy accords waterto rice and settlers in priority to others. 

Mahaweli does not provide sufficient protection against encroachments 
by squatters. 

Land leasing and /or ownership arrangements are not attractive toMLE investors. They want long term agreements or preferably beallowed to achieve ownership after some period of time if they performto a preestablished set of conditions. 

GSL and Mahaweli policies are contiuually shifting and this prevents
making long term investment commitments. 

Security in the region is uncertain and until this situation is resolvedinvestors are going to be reluctant to commit long term investments. 

I. PRODUCTION 

To develop a sustainable integrated high value fruit and/or vegetable industry itrequires that product of proper quality be available in sufficient quantity on acontinuous basis. Without it major investment commitments will not be made in postharvest facilities. Several barriers to achieving these production goals have beencited. Some are mentioned above and not repeated again here. Others include: 

Production practices not sufficiently developed for many targetedcrops; therefore, it is difficult to train farmers in the proper production
technology. 

Difficulty in obtaining reliable farmer controlled irrigation on a yearround basis (365 days of irrigation water per year). 
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Soils may be acceptable but, information on a more micro level isrequired to assure proper production techniques for the various high
value crops under consideration. 

Prior to issuing seed to farmers, testing should be done to ensure
viability, and varietal performance will be as expected. 

For the targeted high value crops a need exists to establish, in all
systems where the crop is to be grown, practical observation trials that 
can be used to show farmers the production practices to follow. 

The general uncertainty of entering high value production ventures 
entirely new to Sri Lanka. 

Inability of pioneer MLE's to obtain large enough tracks of landaround which buildto commercially viable and internationally 
competitive ventures. 

Establishment by MLE's with outgrowers the autonomy required
effectively manage the relationship. This occurs because Mahaweli

to 

wants to be involved in these outgrower relationships. 

Imported plant materials required are often held up due to a lack of
quarantine screening facilities. 

Plant protection costs are reported to be extremely high when
compared to the competition. Budgeting information on targeted 
crops should be disseminated. 
Difficulty exists in training Mahaweli small farmers in the delicate 
handling required to produce high value crops. 

IV. POST HARVEST AND PROCESSING 

To develop a sustainable integrated high value fruit and/or vegetable industry postharvest facilities and processing is required to help the producer obtain maximumvalue for his producL However, it requires that product of proper quality beavailable in sufficient quantity on a continuous basis to justify establishing postharvest and processing facilities of sufficient scale to be economic. Several barriersto achieving these production goals have been cited above. Barriers to investment
in post harvest and processing facilities are cited below: 
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Lack of a continuous organized sufficient supply of the right varieties 

of quality fruit and vegetables.
 

Lack of experience in proper crop scheduling.
 

Lack of information and proper experience in grading and/or product

standards for serving sophisticated international markets.
 
Questionable supplies of proper packaging materials, particularly glass,
 
tins, plastic containers, and boxes.
 
Unfamiliar with 
 the scale and scope of operations required to be 
competitive in sophisticated international markets. 
Freezing, drying, brining, and canning technologies not well understoodfor the targeted high value crops. Knowledge about where to getinformation and help is limited. 

* 	 Uncertain supplies of high quality process water. 

Difficulty in training Mahawei farmers in delicate post-harvest
technology requirements. 

Paddy growers could use mechanical gleaning equipment to improveharvesting efficiency and free time for the targeted higher value crops. 
V. MARKETS AND MARKETING 

Ultimately the product produced and packaged must be marketedfarmer or processor will be paid. or neiter theTo ensure that the product has full opportunity tobe marketed several cited constraints must 	be addressed. The constraints aresummarized below.
 

Grading and/or product 
 standards for serving sophisticatedinternational markets need to be established by the industry. 

Hauling distances over crowded narrow roads to market centers reduceproduct quality and augment unnecessarily post harvest product losses.Equipment to keep product cool while in transit is not sufficiently
available. 
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Post harvest cooling facilities for targeted perishable productsunavailable in close proximity to the growing regions. 
are 

Assembly centers and packing sheds for targeted perishable productsare not available in the growing regions.

Market information is not available on a timely basis.
 

Improved practices for ensuring compliance to agreed standards and
certification of food products being exported is required.

Marketing and distribution channels need to be upgraded.
 
Development of relationships with international buyers and marketing
 
groups is required.
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APPENDIX C 

LIST OF CONTACTS 

A. COMPANIES: 

Mr. S.B.Rajakaruna, Agro Development Manager
 
Ceylon Tobacco Company Ltd.(CTC)
 
P.O.Box 62, 126,Paranagantota Road
 
Mawilmada, Kandy, Sri Lanka
 
Phone: 08 23671 Telex: 21316 Tobacco CE
 
Also visited their farm in the Mahaweli and talked to:
 
Mr. Mohan Weenasekera
 
Mr. Peiyanthe Bandars Ekanayke
 

Mr.Rohan Karunaratne, Chief Executive
 
CTC Foliage Limited, CTC Services Limited,
 
CTC Trading Limited, CTC Exports Limited,
 
P.O. Box 18
 
108, George R. de Silva Mawatha
 
Colombo 7, Sri Lanka
 
FAX: 541255 Phone: (94-1) 434231
 
Also met H.I. Musheen, Finance Manager
 

Mr. S. Rabindranath 
Forbes Agricultural Services (Pvt) Ltd. 
46/38, NAWAM MAWATHA, COLOMBO 2, SRI LANKA 
P.O.BOX 60, COLOMBO, SRI LANKA 
FAX: 437149 Phone: 27961-7, 431272 
Also visited with Mr Nimal Wijesekera, field manager at their farm in Mahaweli 

Mr. M.S.D. Carwallo (Dire,,or)
 
ANDRIESZ & Co., LTD.
 
34, Nuge Road, Peliyagoda, Sri Lanka
 
FAX: 94-1-530915 Phone: 530021-4
 

Mr. M.L Mack (Director)
 
Aitken Spence & Co., Ltd;
 
Mr. Philip Jayawardena (General Manager)
 
Aitken Spence Agricultural Developments Ltd.(ASPD).
 
13, Sir Baron Jayathflaka Mawatha
 
Colombo 1, Sri Lanka
 
Fax: 547240, Phone: 27861-8, 434843
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Mr. P.B. Rasmussen, Managing Director 
Mr. A.S. Wijesuriya, Finance Director 
Ceylon Trading Co.,Ltd. 
(subsidiary of AAHRUS OLJEFABRIK A/S DENMARK) 
264 Grandpass Road, 
Colombo 14, Sri Lanka 
FAX: 449586, Phone: 27336, 449585 

Mr. G.E.S. Dirckze, Chairman 
George Steuart & Co.,Ltd. 
45, Janadhipathi Mawatha 
P.O. Box 151, Colombo 1,Sri Lanka 

Mrs. Dawn S. Austin. Director 
NIDRO 
129, Reid Avenue, 
Colombo-4, Sdi Lanka 
Also head of Fruit and Vegetable Association 

Dr. IA Ismail, Vice Chairman 
Lever Brothers (CEYLON) Ltd. 
258, Grandpass Road, 
Colombo 14, Sri Lanka 
Phone: 24281/8 

Mr Sarath Tennekoon, Field Officer 
Wanathavillu Vineyard 
Girandurukotte, Sri Lanka 

Mr. Percy Lionel Wickranaratne, Farm Manager 
Infomaticas Agrotech 
System C, Mahaweli 

Mr. Leslie Dharmaratne, CEO 
Mr. Leale Goonetilleke 
Upall Agr-products 
Upall Group 
Bloemendhal Road 
Colombo, Sri Lanka 
Phone: 24001-4 
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B. INSTITUI=oNS 

Mr. LCJ. PhilipsManager
 
Investor Services
 
EIED of MASL
 
8th Floor UNITY PLAZA
 
Colombo 4, Sri Lanka
 

Mr. Gary Alex (USAID)
Mahaweli Agricultural & Rural Development (MARD) project
USAID, COLOMBO, Sri Lanka 
Phone: 421271.8 

Mr. Glenn Anders (USAID)

USAID, COLOMBO, Sri Lanka
 
Phone: 421271-8
 

Mr. Steve Hadley (USAID)

USAID, COLOMBO, Sri Lanka
 
Phone: 421271-8
 

Mr. Talbot Penner (USAID)

USAID, COLOMBO, Sri Lanka
 
Phone: 421271-8
 

Mr. LP. Yapa, Manager
Small Enterprise Development Facility

Mahaweli Authority
 
Girandurukotte, Sri Lanka
 

Col. Pathirana (RPM System C)
 
Mahaweli Authority
 

Dr. Samnr Tunge 
Deputy Director of Horticulture
 
Peradeniyn University
 
Kandy, Sri Lani
 

Dr. G. Fernando
 
Deputy Director of Agricultural Research
 
Peradeniya, University
 
Kandy, Sri Lanka
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Dr. Sinurajapathi 
Director of Research 
Department of Agriculture 
Ministry of Agriculture 
Kandy, Sri Lanka 

Mr. Sugathadasa Kulatunga
Senior Export Trade Promotion Adviser 
International Trade Centre, UNCTAD/GATT
UNDP 
Phone: 714583 
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MEMORANDUM
 

TO: 

FROM: 

Jim Finucane 
Steve Morgan 
Lidra Phillips 

Robert E. Lee 

Sparks Commodities, Inc. 

DATE: December 5, 1990 

RE: Letter and attachments for survey to potential PIP candidate investors. 

Attached is a suggested draft for a letter that can be sent to potential PP candidates. The 
purpose is to gain reaction from the investment community to ideas we have for PIP's and 
to seek their PIP suggestions. 



October 5, 1991 

(Investor Address) 

Dear Mr. Pioneer Investor: 

Mahaweli Enterprise Development (MED) Project is established within the EIED/MASL
of the Mahawe-i Authority. The objective of MED is to promote small, medium and large
scale enterprise development in systems B,C,Gand H of the Mahaweli. The most promising
early opportunities focus on commercial production of high-value crops. 

To help promote medium and large scale enterprise development MED can provide two 
forms of assistance [Pre-Investment Programs (PIP's)and Technical Assistance (TA)] direct 
to groups and/or single pioneer investors interested in the Mahaweli. During January- June 
1991 MED plans to carry out three PIP's on behalf of interested pioneer investors. 
Appendix A to this letter defines the intent of a PIP Ind how pioneer investors can 
participate to benefit. 

In deciding on the mc '*appropriate PIP's to implement we seek PIP ideas from investors 
that can benefit (that's you). Therefore, this letter is written to request your firm to indicate 
actions that can be taken that will help your firm with investments underway in the 
Mahaweli or cause your firm to seriously consider expanded or new investments in 
M,.aweli. The ideas you suggest should be ideas that not only would help you but others 
in the same industry. To help you think of ideas we have attached a list (appendix B) of 
potential interventions that could be PIP's. We seek your ranking on the suggested ideas 
as well as new ideas. For each of the suggested ideas please rank them from I to 10. A 
ranking of 10 will indicate strong support for the idea. 

After you have received this letter and had time to review it our people will be in touch 
with you to answer any questions you may have. To help facilitate timely implementation
of the program and possible inclusion of your firm in it we look forward to your timely 
response. 

Sincerely, 

XXXXXXXXXX 
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APPENDIX A 
DEFINITION OF PIP's 

A. GENERAL OVERVIEW
 

Pre-Investment Programs (PIP's) aim to assist groups of pioneer investors initiate
operations in the Mahawei by sharing the unusual risks and extrodinary costs which
pioneers face. This is done to help pioneers reap the positive benefits that can be
derived from the introduction of new and viable business ventures in the Mahaweli.
PIP's will be one-time interventions to break through business barriers faced bypioneers. It is intended that PIP's will give pioneer medium and large enterprises
(MLE's) direct exposure to markets and direct access to the expertise in production,
management and, marketing techniques which investors themselves define as needed. 
The interventions can include such things as: 

developing market information. 

establishing brokering links with buyers in key markets. 

providing technical expertise in production, post harvest handling and 
processing. 

training and information on crop-specific technologies. 

training on-the-job, as enterprises actually get underway, rather than 
in a formal classroom environment. 

assistance in arranging for transport, and storage (dry and cold). 

analyzing price issues. 

establishing potential profitability of an enterprise. 

B. INVESTOR ELIGIBILIY 

Investors to be eligible for PIP consideration should meet the following minimum 
conditions: 

be a pioneer investor. 

be prepared to share what is learned with other pioneer investors. 
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be carrying out or planning to carry out the project investment in 
MahaweU systems B,C,G and/or H. 

be pursuing a project investment that is export or import substitution
 
oriented.
 

be willing to share the cost of the PIP assistance.
 
be a firm with financial capacity to undertake the project being
 

invested in.
 

be able to present a sound business plan.
 

indicate his previous familiarity with the business venture proposed.
 

be proposing a project investment in one of the following business
 
areas:
 

commercial scale agricultural production (including
nucleus/outgrower schemes) with priority on fruits and 
vegetables. 

post-harvest packing, processing, or storage of commercial 
agricultural crops being produced. 

packaging, transport, and marketing activities that integrate to 
support the commercial agricultural ventures in the region. 

off-farm activities in the industrial and, commercial and service 
sectors that integrate to support the commercial agricultural 
ventures in the region. 

C. 	 ELIGIBLE EXPENDITURES 

Expenditures eligible for PIP consideration will include: 

Costs to bring specialists to Sri Lanka to provide technical or business 
assistance to the pioneer investor.. 

Travc: for Sri Lankan employees of pioneer investor firms to other
countries to gain training and make market contacts. 
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Costs to support training programs in or outside Sri Lanka. 

Purchase of capital items that are approved as justified by 
ELED and USAID. 

D. ESSENTIAL DEFINITIONS 

Pioneer investor, pre-investment, and cost sharing are three terms used which must 
be clarified. A definition of each is provided below. 

Pioneerinvestor during the life of the MED project is considered to be most if not 
all medium and large investors participating in the targeted agriculturally-based
industries due to the novelty of the industries to Sri Lanka and the frontier nature 
of the Mahawel. 

Pre-investmentgenerally refers to the costs incurred by an investor prior to making 
an investment in a new venture or new capital purchase. However, for this program 
a pre-investment is to be considered as any investment required by a pioneer investor 
to remove a barrier to the effective initiation of an investment and/or the effective 
implementation of an ongoing approved investment. 

Cost sharing means that the pioneer investor will share in the cost of a PIP 
interention. In cases where the investor is already committing a major investment 
of time and money this commitment will likely be considered his share of the cost 
to support the PIP intervention. In cases where no investment has yet been made 
the pioneer investor would be expected to put up a share of the cost in the PIP 
intervention. For example, if the investor is just initiating a project and it is agreed
that he should visit some operations similar to the one he plans to initiate MED 
would provide tickets for transport and the investor would provide lodging and the 
time of the most appropriate executive. The pioneer investors share can be cash, 
executive time, or capital inputs already made. 

E. PROCEDURES 

Procedures to apply for PIP assistance are as follows: 

Application is made to MED and EIED attention: 
Mr I.C.J. Phillips, Manager 
Investor Services 
EIED of MASL
 
8th Floor UNITY PLAZA
 
Colombo 4, Sri Lanka 
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ISTI, the MED USAID contractor, proposes PIP's to the MED project
steering committee and USAID. 

The PIP proposed isapproved by the MED project steering committee 
and USAID. 

Once approved the MED team MLE advisor will monitor the 
implementation of the PEP. 

6
 



Schedue I
 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDMIG "PIP'S"
 

1. 	 Upali Agroproducts Ltd. 
P. O. Box 133, Colombo 
223, Bloemeadhal Road 
Colombo 13, Sri Lanka 

2. 	 Aitken Speace & Co., Ltd. 
Office: 13, Sir Baron 
Jayalilake Mawatha 
Colombo 1,Sri Ianka 

3. 	 Ceylon Tobacco Co., Ltd. 
P. O. Box Is 
109 George R. Do Silva Mawatha 
Colombo 7, Sri Lanka 

Mr. Leslie Dharmaratne (CEO) 

Mr. Lessie Goonetilleke (GM) 

Mr. Lessie Goonetilleke (GM) 

Mr. Lessie Goonetilleke (GM) 

Mr. Lessie Goonetilleke (GM) 


Mr. M. L. Mack (Director) 

Mr. Philip Jayawardena (GM)
 
Farm at Uda Waleywe 

Mr. M. L. Mack (Director) 

Mr. M. L. Mack (Director) 


Mr. M. L. Mack (Director) 


Mr. S. B. Rajakaruna 
(Agro. Dev. Manager)
 

Mr. M. Woenasekera 

Mr. Rohan Kanunaratne & 


Mr. H. 1. Musheen 
Mr. C. Jayaratne, Director 

R. E. Lee & Steve Morgan 
Steve Morgan 
Steve Morgan 
Steve Morgan 
Letter Received 

R. E. Lee & S. Morgan 

R. E. Lee & S. Daines, Sunil 
R. E. Lee & S. Dairies 
R. E. Lee & S. Daires 
R. E. Lee, G. Peters, S. Daines 

R. E. Lee & S. Morgan 

R. E. Lee & S. Morgan 
R. E. Lee, S. Morgan, 

J. Finucane & J. Jayauardena 

S. Morgan 

10104/90 
10/10190 
10/11/90 
10/18/90 
10/22/90 

09/19/90 

11/13/90 
11/14/90 
11/16/90 
11/21/90 

09/26/90 

09/24/90 (Farm) 
10/04/90 

10/31/90 



Schedule I (Coatinued)
 

'TATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING PIPS"
 

Yes, but 10t22/90 letter 

indicates project at system 

Undertook 10 acre asparagus 

production program. To date 

Soils were not suitable. 

Water logging occured. 

B is at a standstill. it has been unsuccessful and Insurgencies pervent access to 

looking to locate project on area now. 

land outside Mahaweli. Project feasibility not 

demonstrated. 

Yes, have a Gherkins projeca Projecta of the right Have project in Uda Walawe Willing to work in Uda Walawe 

in Uda Walawe and alk worm type could be of intereaL some how hands-length con- with MEA if they will permit 

ject, nected to Mahaweli. Have them to run opeation on auto

been producing and exporting nomius basis. 

Gherkins. Some land under . Apparently price for Gherkins 

influence of Mahaweli but not has been set by MEA. This is 

formalized, unacceptable for private sector 

firm. 

Yes, have a fruit proec Have a fruit project in system . Risk due to high cycicality 

in System c. C (mango, passion fruit, lime, of market. 

guava). Have 50 acres now and . Instability in the region due 

plan to add another 100. They insugencies. 

hope to build to 300 acres by . Needed to reduce exposure, 
working with outgrowera. 1000 acres was to large 

Original project was for 1000 expoeure. 
acres. . Soils were boarderline and 

irrigation was drip type 
plus rain fed. 



Sc~hod-d I (Continued) 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S" 

J, On 10/15190 a request for help in planning the 

production of 375 Ac. of asparagus at Puulam 

was made. 100 Ac. controlled and 275 Ac. with-

. 

No (in Puttlam ar.-*). 
Maybe, if we can define what's needed 

at tbe Mahaweli site they can reactivate 

. Condect meeting to detrmine any further 
action in MahaweLi at this time. Keep 

in touch as their activities develop. 

out growers. activities. 

Are interest-eA in dried fruits and/or other . They will start market tests with SRD. If As of 11/23/90 we had 4 metiag with 

high value crops. In Mahaweli if they can 
maintain &Hautoomy over operations and 

outgrowers. They are talking with us about 
help for "SRD cold chain project' in Uda 
Walswe. 

all goes well MED preparing 'Cold Chain 

project as a PIP with Ai!ken Spence & Forbes 
& Walker. 

this group and SRD was working out 
details on a mkt. test project with them. 
MED has had discussions regarding "Cold 

Chain Project' and is preparing a PIP 
assistance program for the project. MED 
team to work with them on PIP. 

Based on the three interviews with this group . A specific request hasn't yet been agreed . Need to meet again to try and detad a 

the activities where help may be off6red are: to. However, we expect a working relation- working relationship. 

Preparafion of project concept/viability ship could be established. 

document for the System C venture. 

May be interested in extending floriculture 
venture. 
Program of TA to help introduce drip 

irrigation technology, particularly on 
tree crops to growers of the region. 
Help in post harvest technology. 

Also interested in fruit drying tzchnology 

and market contacts. 



Scbovate. I (Continued) 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING OPIP'Sw 

4. 	 Forbes & Walker 
Forbes Agricultural Services 
46/38, Nowam Mawatha 

P. 0. Box 60 
Colombo 2, Sri lanka 

5. 	 Ceylon Trading Co., Ltd. 
P. 0. Box 161 

No. 2 Inner Bagatalle Rd. 
Colombo 3, Sri Lanka 

6. 	 George Steuart & Co., Ltd. 

45, Janadhiputhi Mawatha 
P. O. Box 151 

Colombo 1, Sri Lanka 

7. 	 NIDRO 
129, Reid Avenue 

Colombo 4, Sri Lanka 

Mr. S. Rabindranath 
& Mr. Nimal Wijesekera 

Mr. Nimal Wijesekera & 
Mr. S. Rabindranath 
Mr. Ravi Kumarate 

Mr. Marcel Peries 

Mr. Luinda Deiwita 
S. 	Rabindranath, Marcel Peries 

& Ravi KwrArawe 

Mr. P. B. Rasmussen (MD) 
Mr. A. G. Wijesuriya (FD) 

Mr. G. E. S. Dirckze, Chairman 

Mr. G. E. S. Dirckze, Chairman 
Mr. G. E. S. Dirckze, Chairman 

Ms. Dawn Austin, Director 
Ms. Dawn Austin, Director 

R. E. Lee 
R. E. Lee & S. Morgan 
R. 	E. Lee, S. R. Daires, Sunil 

EIED, & Steve Morgan 

R. E. 	 .Lee,G. Peters, & 
S. 	Daimes 

R. E. Lee 

R. E. 	Lee & S. Morgan 
R. E. Lao & S. Morgan 
Sent letter to Jim 

R. E. 	Lee & S. Morgan 
R. E. Lee, S. Morgan, S. Daires, 

& Sunil 

09/21/90 
09/24/90 (FARM 
11/14/90 
11/15/90 

11(21/90 

09/28/90 

09/27/90 
10/02/90 
10/25/90 

09/27/90 
11113/90 



Schl4-.' - I (C,-tinued) 

STATUS OF M AND LARGE FIRM CONTACTS REGARDING "PIP'S" 

INTEREST iNMAHiAWELI 

ON~iMAMM PRO7E, 

ISUSO q 

RELATED TO 
wCM 

Yes. interested in new proj-ects 
for regi=. Interested in 
the Cold Chain" idea for 
Uda Walawe. 

Have a gherkins project in 
System C. Are working with 
outgrowers to produce gherkins. 
They bulk brine them for export. 

SRDIMED explained the "Cold 

Chain Project' to them and they 
are interested in it. We intend 
to work out a PIP assistance 
package with them. 

. 

. 

. 

. 

Brining practices are weak. 

Need shelter for the brined 
product. 
Fermentation, pickling and 
quality control help required. 

Communications is poor. 
Poor seed performance. 

No. Started trials for trees that 
would allow prcduction of 
coconut butter. 

Their interest would be coco, 
sugar, rubber, etc. Not likely 
fruits and vegetables. The 
coconut butter trials proved 

to be non-viable. 

. 

. 

Must create infrastructure that 
will attract management and 
technical people. 

Need better communications. 

No. Hasn't a specific project but 
iswilling to eaetain ideas. 

He has no firm project m mind 
but project should: 

Have adequate land track 
and water. 

* Be able to tie into aJV 

See description as 
nothing yet. 

e has 

from outside. 
* Start on modest scale. 
* Have antonomy to work. 

-2, 

Not directly. Has interest in as;ociating as an 
exporter with others that are in-
terested in producing the commodities. 
Looking at baby corn. Has interest 
in producing tomato products. Is 
thinking of being inproduction but, 

hasn't really entered yet. 

. 

. 

Transportation costs are high. 
Freight handling is poor and 
needs improvement. 
Product prices have jumped 
significantly. 

Supplies are coming under 

pressure. 



ScTATU I (CMatinUMd)O 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING OPIP'So 

Areas where help is most needed include: 

TA on brining and fermentation to improve 

product quality. 

Facilities to protect product from heaLMae oPIP 

A specific request for TA on fermentation, 

pickling is to come. We can help on this. 

Also, they want help in putting together 

PIP for *Cold Chain' project. 

Meet again to try and detail a working 

relationship. We did this and are 

putting together TA package for fermen

tion and pickling. Also, will start 
package for 'Cold Chain" assistance. 

* IMarket outlets. 

* Help in improving productiuo operations and 

management1. 
* Travel to me bw it is done in other countrie. 

* Help in putting tog-ther "cold chain* PLP 

project in Udu Walawe. 

None. 
N/A. . Want to keep abreast of whats going on but, 

not a real good near Lirm prospect. 

Help in defining a project Lhat they could get 

into. Wou'd need to at-t witi a project 

Maybe we can defuie something that would 

be acceptabLe. 

Need to talk further to try and develop a 

specific project interest. 

viability udy. 

No specific request as yet but they are in-

terested in the right project, particularly 

tomato reatzd. May also be interested in 

. Maybe we can define something that would 

be acceptable related to tomato production 

inMahaweli. 

Need to talk further to try and develop a 

specific project interest. 

"Cold Chain' Daine project. 



Sch" " I (C jcd)
 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S"
 

8. 	 Lover Brothers (Ceylon), Ltd. 

9. 	 Vanathawiiluwa Vineyard 
Office 44111A 
Razeendale Gardens 
Colombo 4, Sri Lanka 

10. 	 Andriesz & Co., Ld. 
34, Nuga Road 
Peiyagoda, Sri Lanka 

11. 	 Lanka Commercial Products 
(PIT), Ltd. 

Mr. I.A. Ismail, Vice Chairman 

Mr. Sarah Tennekooc, Field Officer 

Mr. Nimal Viswakula 

Mr. Andriesz 
Mr. M.S.D. Carwallio, Director 
Mr. John Lional Jeyanathan 

Mr. M. M. Seneviratne 

Mr. J. Thomas, Chairman 
Mr. J. Thomas, Chairman 

R. E. Lo & S. Morgan 

R. E. Leo & S. Morgan 

R. E. Lee & S. Morgan 

S. Morgan 
R. E. Leo & S. Morgan 

S. Morgan & H. Harmon 

S. Morgan 
S. Morgan 

9/28/90 

09/24/90 
11/07/90 

09/03190 
09/20/90 

10/09/90 

10/24/90
 
10/29190 (Factory)
 

12. 	 LDAC. Lanka Dutch Mr. J. Bastiaan Mohrmann S. Morgan 09/15190 

Mr. J. Bastiaan Mohrmann Letter was sent. 10/12/90Agro-Dcv. Co. 



chee-..m- I (Contin d)
 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S"
 

No. Have considered projects that 

would alow them to join Ag. 

Sector in the country. As yet 
nothing has jelled, 

If they enter a project it would need 

to be based on oilseed crops to sub-

stitute vegetable oil imports. It 

would require large land tracts (3000 
hectares) and stable water supplies. 

. 

. 

. 

Lck of land and water. 
Conflict between develop

ment and social problems 

of reseulement in Mahaweli. 
Must be allowed proper scale 
of operation. 

Yes. Want to expand to silver onions 
or tomato. 

Active in the processing of Gherkins 

and working with outgrowers to 

produce gherkins. Want to introduce 

silver onions with same growers. 

Also, tomatos. 

Setung ,sp brine testing 
equp. and trawing people. 

Need shelter for brining vats. 

Need quality control help aW 

offshore product standards. 
Need production help on silb©r 

onions. 

Not directly. 

No. 

Have been working to develop 

a freezing market with MARD. 

Yes, possibly for Mahaweli. 

Would like to expand into the 

freezing of vegetables if they 

can get a consistent supply and 

quality of material. Buyers 

interested internationally. 

Are considering fruit drying but 

stil need help to define the project. 

They didn't want to grow fruiL 

. 

. 

Need to establish a more 

assured supply of vegetables. 

Need to improve the facilities 

they have for freezing. 

Need to coaceptualize and 

define the project they are 

interested in. Product is 
pineapple and papaya. 

Yes. 
Gherkin processing and working 

with outgrowers in System G. 

Brining procedures and 

vinegar standards. 



STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S"
 

- -CFW 

MEA to consider providing adequate land and
None to evaluate. * No specific request but if land and water 

water.
could be provided they would take W 

Need to work to define a morm specific wayCould be acceptable.Help with brine testing and fermentatioa 
to work together if we want to assist this 

tesgo )m and training, 

group.
* Help in getting silver onion production 

To date it has been but, since no direct Visit with them to see what else we can do 
MARD is working with them; and MED, 1, through. 

to help move the effort forward.investment in MEA they may not qualify
S. Morgana help, condicted trial frezing 

for help.experiment, 

. Visit with them to define the help we could 
. Stove did this first step. Further help

Asked that S. Morgan look at their drier to 

will depend on MEA policy regarding provide in developing the project..see if it might be adapted. Need to conduct 
being outside Maheweli. c prefeasibiiity study. They want to use 


drier outside Mahaweli will they qualify?
 

Further discussion to define a relationship. 
He wanted to discuss the types of vinegars Yes. 

They may have an interest in the help Forbes 
to be used in Gherkin pickling. and Walker is seeking on fermentation and 

pickling. 



STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S"
 

13. 	 CEYEXXE, Ltd. 

14. 	 Consolidatbd Busines 
Systems, Ltd. 
318, High Level Rd. 
Colombo 6, Sri Lna 

15. 	 Agro Tropi Crops 

16. 	 EDNA Group 

17. 	 Kelani Valley Canoe,. 

18. 	 Lanka Canners 

19. 	 Volanka/Hayleys 
P. 0. Box 70 
400, Deans Rd. 
Colombo 10, Sri Ianka 

Mr. Prema J.Fernando (MD 
Mr. H. Wijerp.tuc (Chairman) 
Mr. Prema 1. Fernando (MD 

Mr. LAsanth Wickremesooriya 
Mr. Iaswha Wickremescoriya 

Mr. Gamini de Silva 

Mr. LaliLh Devasiri 

Mrs. 1. R. Senewiratne 
Mr. James Perera 

Mr. S. Mendis & Mr. Wickrematunga 
Mr. S. Mendis & 3 Field Managers 

S. Morgan, hra Phillips 08/31/90 

Letter came in. 10/22/90 

Letter was seat. 10/12/90 

S. Morgan & R. E. Lee 11/07/90 

Letter was seat. 10/12/9G 

Ltter was seat. 10/12/90 

Letcr was sent. 10/12/90 
S. Morgan cotracted. 10131/90 

Letter was sent 10/13/90 
S. Morgan, R. E. Lee & 11/07/90 
J.Tessera 

S. Morgan, R. E. Lee & 11/19/90 
G. Peters 



Schndule I (Continued) 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING PIP'S" 

~ RELATM TO 

No. Yes. Production and drying of sesame 
sed. They have an export market 

that is guaranteed (5000 to 

10,000 Ions) at $850 per ton. 

They would provide drier. 

Does not appear to yield 
high enough income to 

warrent shifting growers 

from paddy. 

No. Yes. They arevery koen to set up 
papaya and/or pmeapple planta-

bon as they want to develop a 

supply that will allow them to 

start dried fruits. 

. 

. 

. 

Needs production of crop 
assistance. 

Needs land for project. 

Eventually eeds help on 

drying operation. 

The group has an iutwrest in . Do not have financial neources
No. Not yet. 

further tomato products and to expand to Mahaweli. 

fruit drying. 

Yea. They are active in throe areas Need production person to 

of the Mahaweli (System C, B & advise on how to grow 

Uda Walawo). They have been onions and get trials 

successful with Gherkins. They started. 3-6 months of 

now want to go into silver onions help. 

for next season. 



STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S" 

.......... .'.... ::..:::,,.. 

* Would like help from MEA in getting this . Not if returns are lower than paddy. . Our earlier review showed that the sesame 
going with MEA growers. did not result in higi enough returns. 

* Help to obtain an appropriate track of land. Yes, but ground work on land needs . Help get land request moving. 
* Help, once they have land, with produtie to be complete beforz a PIP . Monitor the process and keep them involved 

advis for establishing a pLantati. assistance package can be put in fruit drying and pulping activities. 
in place. 

* Call and find out status. 

* Call and find out status. 

Help to learn moe about tomato and dried fruit
project development. Semim ps * - , 

. Not unless financials will 
permit them to go into 

Monitor position from time 
to time. 

travel to visit processors and prepare a Mahaweli. 
prefeasibility document. 

Bring a production advisor to Sri lanka to Can be a good PIP idea as Begin to develop their idea 
help get the silver onion production started. it can help many in the as a targeted PIP. This 

industry, is underway and about to 
be agreed to. 



Schedule I (Continued) 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S" 

, Would like help from MEA in getting this Not if returns are lower than paddy. Our earlier review showed that the sesame 
did not result in high enough returns.going with MEA growers. 

. Help get land request moving.Help to obtain an appropriate track of land. 	 Yes, but ground work on land needs 
* Help, once they have land, with production to be complete before a PIP . Monitor the process and keep them involved 

in fruit drying and pulping activities.advise for establishing a plantation. 	 asistance package can be put 

in place.
 

* Call and find out status. 

Call and find out status. 

* Help to learn more about tomato and dried fruit . Not unless financials will . Monitor position from time
 
to time.
project development Seminar participation, permit them to go into 


travel to visit processors and prepare a Mahaweli.
 

prefeasibility document.
 

Begin to develop their idea
* Briny, a production advisor to Sri Lanka to . Can be a good PIP idea as 


it can help many in the as a targeted PIP. This

help get the silver oimon production started, 


industry. is underway and about to
 

be agreed to.
 



Scbcdulc I (Coned)
 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S"
 

~~".''. 


20. 	 Ashford Internatioaal 

21. 	 Expolanka 

22. 	 Keells Agroproducts 
P. O. Box 76 

130, Glennie Street 

Colombo 2, Sri LAnka 

23. 	 Union Commodities 

24. 	 1.n imCeylon Ltd. 

25. 	 Kapila Group of Companies 

250-2/3, Liberty Plaza, 
Duplication Rd. 

Colombo 3, Sri Laaka 

Mrs. R. Annerasinghe 

Mr. K. 	M. Munavvcr 

Mr. Sumithra Gunasekera 
Mr. Sumithra Gunasekera 

Mr. Jagath Fernando & 

Mr. Ranl T. Wijesinha 

Mr. Ranci T. Wijesinha 

Mr. Ranl T. Wijesinha 

Mr. Chanaka do Silva 

Mr. A. 	C. Gunasinghe 

Mr. H.A.K. Soysa, MD & 

Mr. Devapriya Hettiarachchi 
Mr. Devapriya Hettiarachchi & 

Mr. H.A.K. Soysa, MD & 

Letter 	was sent. 

Letter was sent. 

Letter was sent 
S. Morgan 

Mr. 	Morgan, R. Lee & 

Indra 

R. Lee, EIED Staff 

R. Lee, G. Peters, S. Morgan 

Letter was sent. 

Letter was received. 

Letter was sent. 

Letter was senL 
S. Morgan 
S. Morgan & R. E. Lee 

~	.>cr.'.. ..... 

10113/90 

10,13/90 

10/13/90 
10/30/90 

11/05/90 

11/08190 

11119/90 

10/13/90 

10/22/90 

10/13/90 

10/13/90 

10/25/90 
11/08/90 



Sula 1 (Continued)
 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S"
 

No. Fist mtigs indicated 
willinass to consider 

a pcoject. 

111890 meeting narrowed 
ides down to fruit for 

pulping oc dying. 

NO. No. 

No. Yea, as they have recently 
bees granted land in System 

B. 

Have interest, but no specific project 
has been defined. Focus is on System 
C. Are interested in a number of ideas 
mentioned cafe, fruit, tomatos, but 

most concrete idea ended up bemg 


fruit pulping and drying. 


Have 20 acres next to System B 
and have an approval for 20 ha 

in System B. Planted to onions. 
Wants to set up a processing 
operation. Would like 100 acres 

under ccutrol plus 125 acres 
with cAdgrowers eventually. 

They do am want to depend 
on outgrowers as they will 

sell you out if open market 

price is higher. 
. Concerned that they can not 

obtain sufficient land. 
Even 100 acres is very 
difficult to get. 

Want to review a number 
of alternatives before 

selecting. 

. Bulb onion production 
practices need improve

ment and he would like 
help. 

. Land p. -,o.ed to them 

is inappropriate so 
need different track. 



Schedule I (Continued)
 

-'TATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING "PIP'S"
 

* Call to confirm status. 

Call to confirm status. 

Need a followup session. 
. Held followup session 1118/90 

and again 11119/90 and pretty 
much agreed on PIP. 

* Wait to bear from them. 

* Call to learn status. 

Visit to detail a specific 
plan for PIP assistmce. 
Needs to be soon if we are 
to help in noxt growing 

season. 

. Look for on-sila technical help. 

* Will desire offshore training for staff. 

SParticipate in tomato product seminar, 
SPossible interest in seeing opmatiw out-

side Sri Ianka. 

Can we sit down and help decide most 

likely project and then go ahead on a 
pre-feasibility study. We agreed on 
fruit pulping and drying. 

Claims the land track given them is not 
good so needs to work out a now track. 

* Wants a production advisor on bulb onions 
to Ilp them through a growing season. 
Planting to harvest and storage. 

* Eventually interested in onion drying but
 
that is dz"n the road.
 

It may be but, we must have a second 
meeting with Rane! (Bus. Dcv. Manager) 
to decide. 
After the 1118/90 meeting assistance 
was agreed to and a PIP was inititatod. 

It looks as if it could be. In fact, if 
we get an onion person in for Hayleys 
this same chap taught help to orient the 
Kapila Group. 



STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING OPIP'S"
 

26. I, Mr. Percy R. E. Lo & S. Morgan 09/24/90 

27. Pure Beverages Co., LAd. 
74 Union Place 
Coombo 2, Sri Lanka 

Mr. Mabee Wickremeratne R. E. La & S. Morgan 
S. Morgan 

091118/90 
11/12/90 

28. Samuel, Sons & Co., [i. 

No. 45, Mah"vatte Rd. 
Coloibo 14, Sri La-ka 

Major Douglas L. Wijesinh-, SLE (MD) 
P. W. G ianaselvam, (D.MD) 
Mr. Nissanka Seratinghe (M, WIS) 

R. E. Lee, S. Daines, & 
S. Morgan & Sunil (EIED) 

11/13/90 

29. Adams Timber Works 
Embilipitiya, Uda Walawe 

Mr. Dharma - Dasa S. Daines, R. E. Lee, 
Sumil (EIED) 

11/12/90 



STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING PIP'S" 

'n2 

planta. Started inYes.Cashew 
1987 and expect to have about 

500 hoc. planted by ead 1990. 
Block of 1000 hectares was 

identified and hope to do cashew 

Processing. 

Procetsing firuit juices and 
No. concentrates. Intends to produce 

100 acres and work with outgrowers. 

They arc thinkingt of 3rd bottling 

plant at damibula next w0System, 

H. 

discussed production of
No I i aks innia adWe 

equipment for *Cold Chaineconic sens they would 
project Idea is to getconsider it. 
them to set up production 
in Uda Walawe. Also. this 
group does have interess in 

some agribusiness; opportunities 

of the righat typ. 

Adassa operates a sawmill and 
Yes. smal furniture factory in 

Einbilipitiya Uda Walawo. Sam 
Daines (SRD), Sunil (EIED) and 

R. E. Lee (MED) visited with 

Adassa regarding the con-

struction of a box making 

operation for fruit packing 
boxes. 

license to property..Have 

across the rive from 

projec area. 
.Be 

the market be.Will 

sufficient to set-up 
activity in Uda Walawe? 

'Cold chain 
projetao could help 
support the developments. 

.First 

the wood supply of 
the righat type be enuga. 

Will market for boxes be 

large enoughi to support 
the factory start-up. 

.Will 

if the *Cold Chain 
projects' go ahead yes. 



STATUS OF MEDIUM AND LARGE FIRM CONTACIS REGARDING "PIP'S"
 

SNo specific requs.. Need to contact top 

management in 
Colombo. 

* No specific request, but wanted to talk 

about the new plant at Dambula. Also 
get their pantations started. 

It may be a workable project potential. Company reviewing internal 
direction and will get 
bck to us in next month. 
If we don't here someone 
should call back. 

If MED/E[ED is scrously interested in 

promoting this non--ag business opportunity 
Samules will require help via a PIP. 

Could be if it becomes a requcst. Stay in touch with Samules 
as the "Cold Chain* project 
develops and share prospective 
projects with them. 

* Help with TA to provide designs, equipment 

layout, and start-up operations. 

Yea it is acceptable if the "cold 
chain projects' go ahead. 

PIP document has been 
prepared and now needs 
to be discussed with 

Adassa management. 
Geoff to visit with them. 



SebrzAlle I (COntizwed) 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING 'PIP'S" 

30. ITALANKA Foliage (PVT) Ltd. 
Growers & Exporters of 

Foliage 
19A, U.D.A. Tower Bldg. 

25, Statin Road 
Colomnbo 4. Sri IAnka 

Air Vice Marshal, P.H. Mendis, 
Staff Director 

R. E. Lee & S. Da'e 11/13/90 

31. Gordon Frazer & Co., Ltd. 
148. Vauxhall Street 
Colombo 2, Sri Lanka 

Mr. L. R. Goonetillekc R. E. Lo & S. Morgan 11/05/90 

32. Richard Pieria Ag. 
- , LAd. 

69 Hyde Park Corner 

P. O. Box 144 

Co 2, Sri Lanka 

Mr. P.S. Cumaranaump, Director Steve Morgan (Leemr sent) 

Steve Morgan (Leur received) 

10/23/90 
11113/90 



STATUS OF MEDIUM AND LARGE IM "PIP'S'R CONTACTS REGARDING 

WNo. Has appLied for land in 
Mahawli inUda Walawe 
rogia. Do have a plan 
to dveklp iL 

His plan is to develop a fruit 
production plantation but, to 
get started he wants to plant 
soma annual crops, that will 
generate a cashflow in the 
early years. 

.Has a good team of people 
assembled. But, the 
agricultural ar is 
new for him. 
He was interested in the 
'Cold Chain' project idea. 

Needs to get land track 
approved. 

Needs to be sure of his 
project concept. 

No. Studying possibilities. Has interests in fruits and 
vegetables but really doesn't 
know what to do. 

Needs help in orienting 
them to a project idea 
that could make best 

Yes. Pieres, processes paddy from 
systems H & C and has office 
and warehouses in system C. 

. 

. 

. 

Mechanized drying for rice. 
Need post harvest silos. 
Look for export crops. 



e l (Cnanmmcd) 

STATUS OF MEDIUM AND LARGE FIRM CONTACTS REGARDING PIP'S' 

.4.' 

Write followup note to 
sfks a track of land in Uda Walawo first. 	 Seems to be OK. 

our visit and develop
iso .He is in process if making sa 	 relationship to keep in 

touch. 

Mr. L. IL Goneillek is 
. No request yetLHas made no formal request as yet. 	 tobe beck in touch with 

Us. 

. Contact Mr. P. S. Cumaranawuga
made. 	 . No request yetNo specific request has ye bee 

to discuss how we might be 
of specific help. 



COMPANY INTEREST BY COMMODITY ARE3A
 

~~ C~ROPS ICOMM Y ."AL!%.;. .+ * i 

1. 

2. 

Upali A~,roproducts 

AitkeaSpewc&Co. X 

X 

X 

Asparagus 

Asparagus, 
Banana, Mango, 
melon 

X x 

3. 

4. 

Ceylon Tabacco Co. 

Forbes & Walker 

X 

X 

Mango, Passion Fruit 

Papaya, Quava 

Specialty Banana, 
Mango, Mdkc 

X Fruits 

X Fermentation 
&Pickling 

X 

5. 

6. 

Ceylon Trading Co. 

Goo. Steuart & co. 

x 

X 

7. NIDRO X C X 

2. 

9. 

10. 

Lovr Brothers, Ld. 

Vanathawilluwa Vineyard 

Anduiesz & Co., Ltd. X Frozen, Veg. 

X 

X 

Prawns 

11. Lanka Commer-Products X 

12. LDAC x 

13. Ccyexxe, Ltd. X 

14. Consolidated Bus. Systems X 



Schoduic 2 

COMPANY INTEREST BY COMMODITY AREA 

.A. 
* 

15. Agro Tropi Crops X Baby Corn, 

Bamboo Shoot 

16. EDNA Chocolatc Group X (Inst) 

17. Kaianu Valley Canners X X 

18. lanka Caners (see 17) Extension of 
Processed Item 

19. VoLsnkalHayleys X Silver Skinned Onions X 

20. Ashford iternaUtional 

21. ExpoWank X Mango, Pineapple X 

Baby Corn, Okra 

22. Kcalls Agropoducts X Fruit Processing X 

23. Union Commoditie X Picklig Plant 

24. Lankem Ceylon, Ltd. 

25. Kapila Group of Co's. X Onions, Chiles X Bulb Onions X Dchy Onion 

26. Informalics LAd. X Cashews 

27. Pure Beverages Co., Ltd. X X X Juice 

28. Samuel, Sons & Co., Ltd. 
X Equipme 

ManufacteF 



COMPANY INTERFST BY COMMODITY AhA 

~N~'- -- - 1.Ki~ri W&MIJJ1.I 

29. Adassa Timber works 

30. INTALANKA X Fruit Production & 
Marketing 

X 

31. Gordon Frazer& Co., ld X Was Intersted 
Noeds Guidance 

32. Richard Pieris Ag. Ent. 
X 

x 



MAHAWELI ENTERPRISE DEVELOPMENT PROJECT 

PRE-INVESTMENT PROGRAM DOCUMENT
 

INTEGRATED FRUIT
 



NOVEMBER 21, 1990 

Proposed Pre-investment Program 

Objectives & Concept: 

The objective is to provide assistance to help develop information on an integrated
fruit drying and pulping project for establishment in the Mahaweli. This would 
involve examining the cultivation of mango, banana, pineapple, and other similar 
crops that can be dried or pulped to ensure a raw material supply. Market 
information for bulk packed products to be produced, would be developed. Different 
types of process technology and related costs for the drying and pulping operations
will be analyzed and the most suitable alternatives recommended. As a part of the 
study experiences with outgrowers will be examined and market contacts identified 
that might become equity participants. Finally the financial viability of the venture 
will be prepared to result in a completed pre-feasibility document. The document 
will be used to ensure Keells board of project viability, and for interesting other 
investors and/or bankers in the project if desired. 

To help provide the necessary assistance MED plans to work with a private sector 
firm that can utilize what is learned as a basis for making an investment decision in 
the Mahaweli. The firm of choice is John Keels Holding. This firm is chosen 
because they are a successful Sri Lankan firm that would provide valuable help in 
developing the Mahaweli. At present Keells has no activity in the Mahaweli and is 
unsure of their opportunities in the region. However, they have operations in the 
agribusiness sector ard have decided after interactive discussions with the MED team 
that the investigation of an integrated fruit drying and pulping venture would be of 
interest. This work is required before Keells will go ahead with an investment in the 
Mahaweli as they need to know the project makes technical and financial sense. 
Certainly, if the project can be structured properly and is viable, Keells is capable of 
making the investment. Further, this project study will be useful in MED dealings 
with other investor groups that have similar interests. 

MED proposes to assist by providing two advisors that are familiar with the 
production of tropical fruits and their processing. One of the advisors should be a 
fruit processing technologist with project design and analysis experience and the other 
should be a fruit production agronomist with project analysis experience. The 
advisors will work with Keels staff on an integral basis to ensure Keels staff is fully
informed on the project and its concept. The advisors will conduct a seminar on 
completion of the project to share information with others that may be interested in 
fruit drying and pulping. 



2. Rationale: 

The principal rationale supporting this project include: 

The market for tropical fruit pulp internationally isa deep and rapidly 
growing market in the USA ECC, Japan and other temperate zone 
countries. Also, the market for dried fruit has been steadily increasing 
for the past 8 to 10 years. It is now approximately serving a 250 
thousand ton market in the U.S. alone. 

Sri Lanka can produce mango, guava, pineapple, passion fruit, papaya 
and other tropical fruits as the climatic conditions and production cost 
structure favor it. 

Mahaweli lands that remain available for transfer to investors are 
primarily lands that are off the main canal systems and non-irrigated. 
Tropical fruit tree crops can be grown on these lands using drip 
irrigation systems; therefore, success of this kind of project will help 
increase utilization of these Mahaweli land resources. 

The expected arrangement for management of this project is as an 
integrated operation where Keels will manage a nucleus estate a ,1 
involve upwards of 200 outgrowers on a contract or participatory basis. 
Development of this project will provide additional alternative 
cropping options for outgrowers and opportunity for Mahaweli to 
transfer non-irrigated areas to outgrowers. The details of the 
arrangements with outgrowers will be determined as a part of this 
study. Also, it will provide MED with information that can be useful 
to other investors and outgrowers that may want to enter this business 
in the MahawelL 

This project, when implemented, will introduce improved fruit 
production, marketing, harvesting and processing technology to Sri 
Lanka. 

Keells, if the project is technically and financially viable, has the 
capacity to implement the project successfully. Keells is one of the 
largest Sri Lankan firms with operations in many activity areas 
including agribusiness. Keells have a record of doing a good job of 
what they undertake and their agribusiness activities in Sri Lanka have 
been successu 
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It will provide the Mahaweli with an analysis of an integrated fruit
production, drying and pulping project that will detail the profitabilityof the venture and serve as the basis for attracting new investment to
the region in addition to Keells. 

3. Incomes and Employment: 

The assistance provided will help to support Mahaweli development objectives ofexpanding employment and income. Fruit production, harvesting, drying and pulpingare a labor intensive crop on a seasonal basis and as such it will provide employment
for surplus farm labor. It is not likely to add new workers to the roles of each farmbut it will make fuller use of existing farm family labor. During the harvest seasonwhen labor requirements are highest off-farm labor may be used. If the venture issuccessful upwards of 1,000 to 2,000 jobs could be created seasonally. 

It is a high value crop and as such will help to increase farmer incomes. A properlyproduced crop can result in gross returns of over Rs.75,000 per acre. This is about14 to 15 times the return from paddy which is Rs 5,000 per acre. This increasedincome at the farm level will give farmers inure disposable income and its multiplier
can be 3 to 4 times in the non-farm economy. 
The details of the employment and income impacts will be developed as a part of 
this project. 

4. Gray, Bumpers and Lautenberg amendments: 

It meets USAID requirements as regards the Gray, Bumpers and Lautenberg
amendments. 

5. Pre-Investment Program Implementation and Cost Sharing Arrangements: 

a) IkmtaaN -

MED will work together with Keells to carry out this project. The tasks to beconducted are set out on schedule "A". A brief discussion of how each is to 
be accomplished is set out below. 

Submit PIP document to EIED, USAID and Keells for 
approval. 

The terms of reference and description of the persons sought is
attached to this PP description document. 

4 



The ISTI MIED team will conduct the search for the advisor,
submit names to Keells and USAID for approval and confirm 
arrangements with the advisors once nominated. 

During the development stages and execution of the study
MED's MLE advisor will keep in contact with Keells. 

a Keells is uncertain about arranging accommodation and food 
for the advisors in Colombo and in the field while they a 'e 
conducting their work and clarification needs to be reached. 

Keells will provide transport and office logistics to the advisors 
during their stay in Sri Lanka. 

To carry out the assignment historical data and previous studies 
relating to fruit production, harvesting, marketing, and 
processing in Sri Lanka should be identified and assembled by
the Keells counterparts before the advisors arrive in Sri Lanka. 

The joint team of advisors and Keells counterparts will prepare 
a pre-feasibility document that will detail the viability of the 
project under study. 

To share information learned Keels will assign a counterpart 
to work with each advisor. Also, before the advisors depart, 
MED together with Keels will arrange for a seminar at which 
the advisors will share insights on the fruit industry world wide 
and in Sri lankca In this way the lessons learned will be shared. 

MARD is currently conducting papaya trials insystem B. While these trials 
have been limited, both positive and negative fladings will be of valuable 
benefit to the Keels advisors. The advisors to be placed with Keels will be 
developing information on the commercial production of m.ingo, papaya, 
guava, and pineapple, therefore, any lessons learned by the MARD team on 
these crops should be shared and benefitted from. 

The SRD MED marketing team will be conducting work on the markets for 
dried fruits and fruit pulp. The findings of this work will be valuable to
preparation of the pre-feasibility study, therefore, the Keells advisors should 
coordinate the market work and contacting they do with that of SRD. 

5
 



b) 	 Shared Cost Copnt: 

The project has a shared cost component. MED can assist by identifying the 
two advisors in fruit industry production and processing, and paying both their 
salaries and costs to bring them to Sri Lanka. It is proposed that the pioneer 
investor pay for accommodation and logistical support for the persons while 
in the country. Also, they will make counterparts available to work with the 
expatriate advisors on the pre-feasibility study team. This is important as the 
local staff will gain on-the-job training from the advisors, will be fully involved 
in the project and, understand it's concept. This will be important for Keells 
as they enter the implementation phase. The details of the proposed cost 
sharing is set out below as a part of the estimated budget for the project. 

6. 	 Bf et.-

An estimated budget for this PIP is set out below: 

Staffing: Expatriate 

Fruit Processing Technologist and Industry Specialist (two 
months). 

Fruit Production Agronomnist and Procurement Specialist (two 
months).
 

Staffing: Local
 

Two local counterparts would be selected by Keells to work 
with the team. Also Keells business development department 
will be responsible for rraaging the team and the final report. 

Local 	secretarial support. 

* Cost: 

Technical assistance support and travel costs $ 52,000 
(IS1 contract). 

Contingency (15% of MED participation) $ 7,800 

Total MED Share 	 $ 59,800 
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Local KeeUs participation as follows: 

Accommodation and food while in 
Sri Lanka 

$ 10, 000 

Local office and transport logistical support 

Staff and labor input 

Documentation preparation support (Keells) 

$ 5, 000 

$ 2,500 

$ 50o0o 

Total KeeUs Share (estimate) 

Total Cost (MED plus Keells Estimated Share) 

$ 18, 000 

$ 77,800 

7. Investor Group: 

Name: John KeelIs Holdings 

Address: P. 0. Box 76 
130 Glennie Street, Colombo 2, Sri Lanka. 

Contact: Mr. Jagath Fernando, Director 
Mr. Ranel T. Wijesinha, Director Business Development 
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APPENDIX A. CRITERIA
 

In an 	effort to assure proper selection each PIP will be judged against criteria felt to be 
most important. The criteria include: 

Does it lower risk or reduce extroadinary costs for pioneer investors where 
lessons learned can be shared with other pioneer investors? 

Does it stinulate a potentially profitable industry?
 

* 
 Does it help eliminate a key barrier in the producer to consumer agribusiness 
system preventing new or expanded pioneer investment? 

* 	 Does it provide oppontunity through outgrower schemes for Mahaweli settlers? 

Does it support Mahaweli development objectives of expanding employment 
and income through backward and forward linkages? 

" Does it have an identified shad cost conionent for pioneer investors? 

• 	 Does it support pioneer investors that haveflnawiacapaityto implement an 
investment? 

• 	 Does it introduce a new technoloV that can be widefy disseminated and used 
throughout the Mahaweli? 

* 	 Does it satisfy USAID requi emevs of Gray, Bumpers, etc. amendments? 

• 	 Does it include anything not permitted under the MED project? 

After each PIP suggestion has been evaluated against this set of criteria it is felt that the 
highest priority activities will have been chosen. 

8
 



APPENDIX B 

TERMS OF REFERENCE 

FOR: 	 Fruit Processing Technologist and Industry Specialist 

DURATION OF SERVICES: 	 2.0 months 

COUNTERPARTS: 	 Keells Business Development Department 

RESPONSIBILITIES: 	 The advisor shall have overall knowledge of the fruit 
processing business from production of raw materials 
through to marketing of product. This advisor will help 
conceptualize the projects design as well as conduct 
market and tecinology activities associated with the 
project. 

Specific responsibilities will include: 

Reviewing the existing activities of fruit processing companies presently operating in 
Sri Lanka, particularly the MaIaweli to determine capacity, technology employed, 
product types produced, constraints, market focus and general competitive position 
in the Sri Lankan industry, 

Conceptualizing and designing the project parameters around which the project 
financial analysis will be based; 

Detailing the appropriate technologies to use for drying and pulping operationc, 
developing facility and equipment 	requirements and their costs; 

Preparing market information in coordination with that developed by SRD as a part 
of their MED marketing contract and helping to identify companies that could be 
buyers and possibly e~qity partners; 

Assistia -pith the fiandal analysis; 

" Other duties as mutually agreed. 
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QUALIFICATIONS: 

The Fruit Technology advisor will ideaLy have a post-graduate degree in food technology 
and/or food engineering. He (she) will have had between five and ten years of direct 
experience with: (i) hands on experience working a fruit processing production line; (ia) 
experience in planning and managing project feasibility studies; (ii!) broad based knowledge 
of the key fruit industry companies internationally and how they conduct business; (iv) 
experience in project conceptualization, analysis and design; (v) working familiarity with 
facility layout and costing; (vi) knowledge of equipment requirements and ,-"sts; (vii) and 
familiar with spreadsheet programs and project writing. 
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APPENDIX C
 

TERMS OF REFERENCE
 

Fruit Production Agronomist and Procurement SpecialistFOR: 

DURATION OF SERVICES: 2.0 months 

Keels Business Development DepartmentCOUNTERPAi'TS: 

The advisor shall have overall knowledge of analyzingRESPONSIBILITIES: 
raw material procurement and production to serve fruit 

drying and/or pulping processing operations. This 

advisor will review the existing raw material situation as 
well as production potential in the Mahaweli and 

assure supply to a proposeddevelop schemes that will 
processing facility. He (she) would work closely with the 

fruit processing advisor and other team members. 

Specific responsibilities will include: 

Being an integral and active member of the team conducting the pre-feasibility study 

and working closely with the Keels counterpart; 

Reviewing existing data on the historical production of mango, banana, guava, papaya 

and other possible fruits for processing as well as production practices presently and 

those recommended by local groups thai have had experience in Sri Lanka; 

Determining and detailing raw material procurement strategy including whether raw 

materials are available in sufficient supply to support a processing facility or whether 

plantations will need to be developed; 

Preparing design and cost details for the establishment of fruit tree plantations if 

necessary to supply a processing facility; 

Assisting with the financial analysis; 

Other duties a mutually agreed. 
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aQUALIFICATIONS: The Fruit Production and Procurement advisor will ideally have 
university degree in pomology, horticulture or agronomy. He (she) will have had between 
five and ten years of direct experience with: (i) procuring raw materials for a food 
processing firm; (ii) experience in planning and managing fruit plantations in tropical 
countries; (iii) experience in project analysis work would be helpful but not essential; (iv) 
demonstrated ability to work with others; (v) and ability to prepare documents required to 
complete a pre-feasibility report. 

12
 



e- -P%
e- 4 L L - l
(q k a " 


mf~L.Aewnt ~~~~~T.*~~ ~ 1 ~ ~ ~ k 5LLdA-J~LS&AiosI~~i 

-Pac.r FImtrAG:$>Ptpm*E VO 'E6 ekriO C>W 

T4r-t -- ; ,TrAlrr 

CDN V 
o %~ 4, k 

X,e cuh4o V\ 



MAHAWELI ENTERPRISE DEVELOPMENT PROJECT
 

PRE.INVESTMENT PROGRAM DOCUMENT
 

SILVER SKIN ONIONS
 



NOVEMBER 21, 1990 

Proposed Pre-investment Program 

Objectives and Concept: 

The objective is to provide assistance to help obtain seed, develop proper production 
(seed bed preparation, direct seeding practices, correct soil moisture management), 
harvesting, post harvest handling and preparation for processing technology to enable 
commercialization of silver skin cocktail type onions on outgrower schemes in the 
Mahaweli. Silver skin onions is the product of choice as some Sri Lankan gherkin 
producers have buyers that are ready to purchase silver onions if they can be 
supplied by Sri Lankan producers. 

To help provide the necessary assistance MED plans to work with a targeted private 
sector firm that can utilize what is learned and spread the help to their outgrowers 
and other gherkin firms. The targeted firm of choice is Volanka /Hayleys. This firm 
is chosen because they are a successful leader in the gherkin industry and the most 
immediate need they have is to learn how to produce silver onions on a commercial 
scale. Also by growing silver onions it will permit them to build on process 
technology they use to process gherkins and expand their support of outgrowers. 

This assistance will help them and their 700 to 800 outgrowers by providing a crop 
other than gherkins to grow. It will help remove risks for them and their ouzogrowers 
by reducing dependency on a single crop. 

The help MED proposes to provide is a commercial onion production advisor to 
work with Volanka for a growing season. This advisor will work with Volanka staff 
(65 extension agronomists will learn) to develop commercial production practices that 
can be duplicated on their and outgrower lands. The advisor will work at selected 
trial scale plots in system C, Uda Walawe and system B where Volanka has lands in 
the MahaweH. 

2. Ratlonale: 

The principal rationale supporting this project include: 

The market for silver skin cocktail type onions is available to Volanka 
via their present buyers in the United States and Europe. It is a high 
value market similar to gherkins but, because fewer competitors are 
active in the market it is more stable than the gherkin market. In 
addition to Volanka other Sri Lankan gherkin processing firms can 
participate in this market if competitive. 



Volanka is actively seeking ways to diversify gherkin production 
operations in order to spread the marketing risk associated with being 
a one crop producer. 

They view the successful development of this project as a means to diversify into an 
alternative cropping option that will help stabilize theirs and outgrower incomes. 
Also, this project can assist the other 4 to 5 gherkin firms that are looking for similar 
diversification opportunities. 

This project will introduce improved silver skin onion production, 

harvesting and post harvest technology to Sri Lanka. 

The expected arrangement for management of silver skin onions is as 
an integrated operation where Volanka will manage a nucleus estate 
and involve upwards of 400 to 600 outgrowers on a contract or 
participatory basis. The details of the arrangements will be similar to 
those used by Volanka with gherkin outgrowers. Also, it will provide 
MED with information that can be useful to other investors and 
outgrowers that may want to enter thie Mahaweli. 

Volanka, if the project is technically and financially viable, has the 
capacity to implement the project successfully. Volanka has several 
other agribusiness activities in Sri Lanka and is one of the most 
successful gherkin producing companies. Volanka has worked very 
successfully with gherkin outgrowers in the Mahaweli and has a 
committed interest in building even stronger relationships with 
outgrowers. 

Profitability of silver skin onions can be four (4) times those of regular 
bulb onions. Estimates set out in appendix A suggest the grower can 
realize gross earnings of 110,000 Rp's per acre in a good season. This 
is much more than the Rs 5,000 per acre he can realize on paddy. It 
can be a good business for the small farmers of the Mahaweli. 

In fact, if production of silver skin onions can be mastered it can become 
more important as an earner than gherkins- to both outgrowers and, to the 
country as a foreign exchange earner. It can yield revenues that are 60-65% 
higher than those of gherkins. 

While the production of silver skin onions can be profitable if produced 
properly they can also be unprofitable if proper practices are not followed. 

It is not andTherefore, we caution against thinking that this activity is easy. 

great skill is required. 
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3. Incomes and Employment: 

The assistance provided will help to support Mahaweli development objectives of 
expanding employment and income. Silver skin onions are a labor intensive crop on 
a seasonal basis and as such it will provide employment for surplus farm labor. It 
is not likely to add new workers to the roles of each farm but it will make fuller use 
of existing farm family labor. During the harvest season when labor requirements 
are highest off-farm labor may be used. If the venture is successful upwards of 5000 
to 6000 jobs could be created seasonally. 

It is a high value crop and as such will help to increase farmer incomes. As 
mentioned above a properly produced crop can result in gross returns of 110,000 
Rp's per acre. This is about 20 to 22 times the return from paddy which is Rs 5,000 
net per acre. Thds increased income at the farm level will give farmers more 
disposable income and its multiplier can be 3 to 4 times in the non-farm economy. 

4. Gray, Bumpers and Lautenberg amendments: 

It meets USAID requirements as regards the Gray, Bumpers and Lautenberg 
amendments. 

5. Pre-Investment Program Implementation and Cost Sharing Arrangements: 

a) Imple.tadom 

MED will work together with Volanka to implement this project. The 
implementation tasks are set out on schedule A. A brief discussion of how 
each is to be accomplished is set out below. 

Submit PIP document to EIED, USAID and Volanka for 
approval.
 

The terms of reference and description of the person sought is 
attached to this PIP description document. 

The ISTI MED team will conduct the search for the advisor, 
submit names to Volanka and USALD for approval and confirm 
with advisor oice nominated. 
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For the trials several seed varieties will be tested. Once the 
advisor has been selected he or she will identify the most 
appropriate varieties and arrange for their purchase and have 
them sent to Sri Lanka before his departure to Sri Lanka. 

Once the advisor is found ISTI MED will tell the advisor what 
conditions presently prevail on the farm tacks where he will 
work. 

Based on this information ISTI MED will ask he or she to provide a list of 
the equipment necessary to carry out the work before departing to Sri Lanka. 
Volanka has indicated that they have tractors, plows, harrows, sprayers, 
trailers, hand tools and most of the equipment required. Once the list is 
obtained ISTI MED will work with Volanka to ensure additional equipment 
requirements are made available. 

Volanka indicates that they will work together with the 
Mahaweli authority to arrange for accommodations as they do 
not have surplus housing of their own. As they are 
headquartered in system B it might be possible to work out an 
arrangement with MARD. In any event Volanka will work this 
out. Volanka will provide food for the advisor. 

Volanka will provide transport and office logistics to the advisor 
during his stay in Sri Lanka. 

To share information learned Volanka will assign a counterpart 
at each site to work with the advisor. And the advisor will give 
training sessions to the 65 Volanka extension people as well as 
others that may be interested. The advisor will keep records of 
the practices employed and prepare .a description of the most 
appropriate practices to follow on completion of the 
assignment. In this way the lessons learned will be shared. 

MARD iscurrently conducting silver onion seed farm trials and research trials 
in system B. While these trials have been limited, both positive and negative 
findings will be of valuable benefit to the Volanka advisor. The advisor to be 
placed with Volanka will be developing ccmmercial practices that can be 
extended to outgrowers and he can build from lessons learned by MARD 
experience. When the advisor arrives he should plan to interact with the 
MARD research horticultiaralist to be sure he has benefit of whatever 
experience they can provide. 
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b) Shm-ed Cos Component. 

The project has a shared cost component. MED can assist by identifying theproduction advisor, paying his salary, and cost to bring he or she to Sri Lanka.
In addition MED should provide the seed materials required by the advisor. 

The pioneer investor ,ill arrange local living costs, and pay for logistical
support of the person while in Sri Lanka. Also, the pioneer investor will
provide the land, equipment, counterparts, labor and the inputs used to 
produce the crop trials. 

They will make staff people available to work with the advisor to gain on-the
job training. Their sharc in the project will be significant as they have already
made major investments in developing their land and staff. The details of the
cost sharing are set out below as a part of the estimated budget for the 
project. 

6. Budget: 

An estimated budget for this PIP is set out below:
 

" Technical assistance support and travel costs 
 $48,000 (ISTI) 
contract). 

Local Volanka participation as follows: 

• 	Accommodation and food while in Sri Lanka say $ 2, 000 

• 	Local office and transport logistical support $ 4,500 

• 	Staff and labor input $10,000 

* 	 Production inputs (fertilizer, herbicides, 
pesticides, machinery, equipment time, etc.) $ 6,000 

* 	 Documentation preparation $ 500 

Contingency (15% of MED participation) SL7,200 

Total Cost $78,200
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MED Share $55,200
 

Volanka Share (estimated) $23,000
 

7. 	 Investor Group: 

Name: Volanka/Hayleys 

Address: Hayleys Limited 
P.O. Box 70 
400, Deans Road 
Colombo 10, Sri Lanka 

Contact: 	 Mr. S. Mendis, Group Executive Director 
Mr. Anil C. Wikramanayake, Dhi ctor/General Manager of 
SUNFROST Limited. 
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APPENDIX A
 

ESTIMATED COSTS AND RETURNS OF SILVER ONION PRODUCTION
 

INCOME: 

Average yield per acre (8000 kg)
 
x Estimated farm price(20Rp's) 160,000
 

O.ERAT[.NG COSTS: 

Land and Bed Preparation 2,600 

Seed Material 29,500 

Seeding 2,500 

Fertilizer 2,800 

Weed Conrol 4,250 

Pest/Disease Control 1, 250 

Water Management 1,300 

Protection against Birds 1,500 

1,300Harvesting 


Post harvest handling 3.000
 

TOTAL COST 50,000 

GROSS MARGIN BEFORE INTEREST AND TAXES 110, 000 

Source: MED Team Estimate 
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APPENDIX B: CRITERIA
 

In an effort to assure proper selection each PIP will be judged against criteria felt to be 
most important. The criteria include: 

Does it lower risk or reduce extraordinary costs for pioneer investors where 
lessons learned can be shared with other pioneer investors? 

* Does it stinudate a potentially profitable industry? 

Does it help eliminate a key barrier in the producer to consumer agribusiness
system preventing new or expanded pioneer investment? 

* Does it provide opportunity through outgrower schemes for Mahaweli settlers? 
Does it support Mahaweli development objectives of expanding employment 

and income through backward and forward linkages? 

* Does it have an identified shard cost component for pioneer investors? 

Does it support pioneer investors that have finandal capacity to implement an 
investment? 

* Does it introduce a new technology that can be widely disseminated and used 
throughout the Mahaweli? 

• Does it satisfy USAD requiremena of Gray, Bumpers, etc. amendments? 

* Does it include anything not permitted under the MED project? 

After each PIP suggestion has been evaluated against thL set of criteria it is felt that the 
highest priority activities will have been chosen. 
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APPENDIX C 

TERMS OF REFERENCE 

FOR: Technical Assistance Advisor on silver skin onions. 

DURATION OF SERVICES: 4 - 5 months 

COUNTERPARTS: Volanka field managers 

RESPONSIBILITIES: The advisor shall have overall knowledge and experience 
required for the production, harvesting, post harvest 
handling and pfzparation for processing of silver skin 
onions. 

Specific responsibilities will include: 

the procurement of several seed varieties that can be successfully grown in dry 
tropical conditions; 

the development of proper silver skin onion production including seed bed 
preparation, diiect seeding practices, and correct soil moisture management; 

the harvesting of silver skin onions including the proper practices for the removal 
from beds and selection of desired sized onions for the market; 

the post harvest handling and preparation for processing technology (peeling, brining 
and processing) to enable commercialization of silver skin onions on outgrower 
schemes in the Mahaweli regions; and 

the partic tion in any other activities as mutually agreed. 
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QUALIFICATIONS: 

The silver skin onion advisor will ideally have a Bachelor of Science degree in Agronomy 
or Horticulture. He (she) will have had between five and ten years of broad and direct 
experience with: (i) hands on experience producing silver skin onions under sub-tropical
and or tropical conditions; (i) plant bed design and seeding; (iii) experience in seeding for 
proper plant population; (iv) irrigation techniques required for successful production of 
silver skin onions; (v) knowledge of suitable silver skin onion varieties and pre-knowledge
of varietal behavior; (vi) access to commercial seed sources; (vii) a good knowledge of 
harvesting and post harvest product handling; and (viii) hands on experience in utilizing
farn equipment and the mechanical aspects of plant bed shaping and culture including 
knowledge of spraying for disease and pests. 

11
 



JaeA -qtcIA J7r-.--zU -4eIt4 - ,c-l 

___P__C
IrQNir-v 

arth -fe. aud- 4.0 M4dJeOQ(MWI 

-09. 

PMAe- Lertd~M sin Vcir*Aerajo p/rt-l. 
n e*c ic ic+ * ~ _ _ _ _ _ _ _ _ 

- '.&tW-V 



WE TLL 

XI
 



MAHAWELI ENTERPRISE DEVELOPMENT PROJECT
 

PRE-INVESTMENT PROGRAM DOCUMENT
 

FRUIT PACKING BOXES
 



NOVEMBER 21, 1990 

Propc~sed Pre-investment Program 

Objectives & Concept: 

The objective is to provide assistance to help develop a non agricultural business 
in Uda Walawe with capability to produce wooden fruit boxes for support of an 
integrated fresh fruit production, harvesting, packing, and export operation in the 
region. It aims to remove a serious market barrier to exporting fresh fruit to 
Europe by providing an essential upgrade packing material. With the wood box a 
differentiated positive high quality market image for Sri Lankan fruit products is 
sought. It is felt a wooden box will improve on the low quality cardboard box 
presently used. Several start-up risks exist for ;e box plant that MED can help 
sh"Ie. The principal risks are, assurance of a market, guidance in how to set up 
the plant, design for the boxes, ability of the plant to meet production 
requirements during the first se.n,and ha'ving a long term supply of the 
necessary raw materials required to build the boxes. This project will aim to help 
a local sawmiUer in Uda Walawe put inplace the capacity to produce these 
wooden boxes. 

To help provide the necessary assistance MED plans to work with a private sector 
firm that can utilize what is learned and begin to operate the box business in the 
Mahaweli. The firm identified and with whom SRD (MED Marketing contractor) 
will initiate test product in early 1991 is Adassa Timber Works. This firm is 
chosen because it is a Mahaweli firm located in Uda Walawe at Embilipitya near 
where the fruit packing and exporting activity is to take piaca in early 1991. 
Adassa is a modest sawmilllng and furniture making operation. It's manager is 
interested in the box project, has the land to put the box plant on, feels confident 
that he can obtain the wood required, and has the people with skill that can be 
trained to build boxes. Also, he indicated that he would have funds required to 
participate on a shared cost basis. Finally, helping an established business in the 
Mahaweli further develop it's activities is a basic objective of our project. 

The help MED proposes to provide includes provision of appropriate technical 
assistance to orient box design put in place by SRD during their test, guidance in 
purchase of equipment, most efficient layout of the plant, setting up the 
equipment and training labor in how to build the boxes. In addition the boxes 
will be test marketed with fruit to Europe to be sure the product arrives properly 
and the package is acceptable. 



2. Rationale: 

This principal rationale supporting this project include: 

The market for the boxes will be initially assured by the fruit 
producer/export company(s) to be.assisted under another "cold 
chain" PIP being planned for the Uda Walawe region. In the first 
year of operation it is intended that up to ten containers of bananas, 
and ten containers of melons will be shipped by the two companies 
considering the producer/export opportunity for fruit. These 
projects are estimated to require 40,000 boxes in the first season (40 
containers/season x 1,000 boxes/container) 

Therefore, the combined requirements of the two 
producer/exporters in the first year will provide a market for the 
plant. Also, if the box plant gets started they will most leiy be 
able to sell to other exporters in Sri Lanka. An export business for 
disassembled boxes may also be developed in selected specialty 
markets. The market for this venture seems assured as an integral 
part of the "cold chain" PIP. 

Successful development of this project will provide an integral link 
in building a sound integrated fresh fruit producer/export business. 
It will help ensure a high value market for the fruit products of the 
producer/exporters and outgrowers associated with the project in 
Uda Walawe. 

Mahaweli lands that remain available for transfer to investors are 
primarily lands that are off the main canal systems and non
irrigated. Tropical fruit tree crops can be grown on these lands 
using drip irrigation systems; therefore, success of a supported 
producer/ exporter fruit business will help increase utilization of the 
Mahawei land resources and permit the transfer of non-irrigated 
areas to outgrowers. 

The expected management of this project is to come from Adassa 
Timber Works. Adassa will manage the project but, because it is a 
new business for them MED, via this PIP, plans to support the 
management team in the early start-up period with technical 
assistance. Similar small scale plants started by SRD in other 
countries suggests that a firm like Adassa can handle this operation 
without difficulty. Adassa has successfully operated it's existing saw 
mill business. 



The box plant is expected to be a profitable venture (Appendix A).
As shown the project on the downside will result in a gross margin 
before interest and taxes of $27,200. This is nearly sufficient to pay
for all the first year facilities and equipment investment. This 
project is dependent on the execution of the two fruit "cold chain 
PIP" projects and as such the minimum box purchase, on which 
profitability is based, is assured. Every effort to protect this medium 
sized company from a failed investment should be made; therefore, 
it's development should be coordinated with the related "cold chain" 
PIP projects. 

3. Incomes and Employment: 

The assistance provided will help to support Mahaweli development objectives of 
expanding employment and income. The proposed box plant, a non-agricultural 
business, is expected to employ 15 to 25 people off-farm. In addition the box 
operation as a direct support activity to fruit production, harvesting, packing and 
export will indirectly provide employment for labor associated with producing and 
harvesting 40 to 60 hectares of bananas and their transport. It is not likely to add 
new workers to the roles of each farm but it will make fuller use of existing farm 
family labor. During the harvest season when labor requirements are highest off
farm labor may be used. 

This project will help to stabilize outgrower incomes as it will provide, through its 
indirect support, to banana, melons, mango, and other fresh fruits for export
alternative cropping options to outgrowers in the Uda Walawe region. These 
crops are high value and as such will help to increase outgrower incomes. A 
properly produced crop can result in gross returns of over Rs. 150,000 to 175,000 
per acre. This is about 30 to 35 times the return from paddy. This increased 
income at the faim level will give farmers more disposable income and its 
multiplier can be 3 to 4 times in the non-farm economy. 

5. Pre-Investment Program Implementation and Cost Sharing Arrangements: 

MED will work together with Adassa Timber to carry out this project. The tasks 
to be conducted are set out on schedule "A". A brief discussion of how activities 
are to be implemented and what cost sharing items the respective parties will 
provide is set out below. 

Submit PIP document to EIED, USAID and Adassa for approval. 
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The terms of reference and description of tho persons sought is 

attached to this PIP description document. 

The MED team will conduct the search for the advisor, submit 
names to Adassa and USAID for approval and confirm 
arrangements with the advisors once nominated. 

During the development stages and execution of the study the 
MED's MLE advisor and EIED staff will keep in contact with 
Adassa. 

MED will provide technical assistance, training materials and market testing as 

follows: 

° international travel for the technicians. 

accommodation for the advisors in Colombo and in the field while 
they are conducting their work as well as food and other personal 
needs for the advisors while in Sri Lanka. 

local transport and office logistics to the advisors during their stay in 

Sri Lanka.
 

both domestic and international transport to test products, materials
 

and equipment.
 

Adassa will provide the following. 

a construction of factory building and storage faclity for inventory. 

connection of electricity.
 

production equipment, jigs, saws etc,.
 

a box assembly tools, tables etc,.
 

miscellaneous items and contingencies. 

staff to work with the advisors/ technicians to gain on-the-job 

training. Adassa will allow other interested box producers to visit 
their factory for a half day on a weekly basis to participate in hands 
on training. In this way the lessons learned will be shared. 



The details of the cost sharing are set out below as a part of the estimated budget 

for the project. 

6. 	 Budget: 

An estimated budget for this PIP is set out in Appendix A. 

7. 	 Investor Group: 

Name: Adassa Timber Works 
Address: Embilipitiya, Uda Walawe 
Contact: Mr Dharma Dasa 
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APPENDIX B: CRITERIA 

In an effort to assure proper selection each PIP will be judged against criteria felt to be 
most important. The criteria include: 

Does it lower risk or reduce in extraordinary costs for pioneer investors 
where lessons learned can be shared with other pioneer investors? 

S Does it stinudate a potentially profitable industry? 

* 	 Does it help eliminate a key barrier in the producer to consumer 
agribusiness system preventing new or expanded pioneer investment? 

Does it provide opporamity through outgrower schemes for Mahaweli 
settlers? 

* 	 Does it support Mahaweli development objectives of expanding employment 
and income through backward and forward linkages? 

* 	 Does it have an identified shared cost component for pioneer investors? 

* 	 Does it support pioneer investors that have fnrciaI capacity to implement 
an investment? 

Does it introduce a new technolou that can be widely disseminated and 
used throughout the Mahaweli? 

Does it satisfy USAID rquiraent of Gray, Bumpers, and Lautenberg 
amendments? 

• 	 Does it include anything not pamild under the MED project? 

After each PIP suggestioa has been evaluated agaimt this set of criteria it is felt that the 
highest priority activities will have been chosen. 
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APPENDIX: C
 

TERMS OF REFERENCE
 

FOR: 	 Box Production and Equipment Technician 

DURATION OF SERVICES: 	 3 months 

COUNTERPARTS: 	 Adassa Timber Mill Workers 

RESPONSIBILITIES: 	 The technician shall have overall knowledge of 
the woodworking and wood business including: 
timber drying processes, the flexibilities and 
tensities of selected box wood varieties and 
understand the characteristics of the wood he 
(she) is working with. The technician will also 
have a firm knowledge of timber mill 
equipment layout, assembly tools and 
equipment required in box making. 

Specific responsibilities will include: 

determining and developing equipment and facility requirements and their 

subsequent servicing; 

directing equipment procurement; 

* laying out of the equipment in the mill; 

* detailing the appropriate technologies for using woodworking equipment; 

a initiating test runs with on the job training; 

a supervising and assist the mill workers in box production; 

a Other duties as mutually agreed. 

8
 



QUALIFICATIONS: 

The box production and equipment technician wifl have had between five and ten years
of direct experience with: (i) practical experience in wood-working equipment and 
production lines; (ii) working familiarity with equipment and facility layout and servicing;
(iii) managing woodmill staff; (iv)varied experience in wood-working design and 
production; and (v) knowledge of equipment requirements and costs. 
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APPENDIX D
 

TERMS OF REFERENCE
 

FOR: 	 Forester/Wood Procurement Expert 

DURATION OF SERVICES: 2 months 

Adassa wood procuremenit managerCOUNTERPARTS: 

The advisor shall have overall knowledge of forestRESPONSIBILITES: 
resource management, silvicultural practice, and have 
an ability to prepare an assessment of the wood supply 
available within a 30 to 50 mile radius of Embilipitya. 

Specific responsibilities will include: 

Conducting an inventory of the forest resources in the Embilipitia region using 

available aerial photographs, and documentation prepared by local and 

international forest resource organizations; 

Conducting inspection surveys in the region and interviewing with the logging 

people in the area to obtain a practical view of wood supply opportunities and 

issues; 

Evaluate the possibility of establishing a suitable plantation on Mahaweli land 

that could supply the needs of the box plant proposed; 

* 	 Conceptualizing and designing the project parameters around which the project 

report will be prepared; 

a Reporting findings to MED EIED;
 

a Other duties as mutually agreed.
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QUALIFICATIONS: The Forester will ideally have a post-graduate ,'greein forest 
mensuration and siiviculture. He (she) will have had between five and ten years of 
direct experience with: (i) hands on experience in conducting forest resource 
evaluations; (ii) practical wood procurement experience; (iii) broad based knowledge of 
the forest sector in Sri Lanka; (iv) and tropical forest plantation implementation 
experience; (v) and familiar with proje',t report writing. 
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