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PREFACE 

Tlhis report has been prepared as a background document for a number of discussions on
the role of Business Centers. I have dtached as annexes: (i) several tables indicating key
resul ts: (ii) a description plepa red with Sunnil Almerasim iihe, Director of 1I1H), of tlhe
FI-D/NIED program and the several shifis fronm 1993 to 199-1 in target gro nps and activities:
(iii) excer-pts from tihe May, 1994, sustainlab iliv'I ssesse lnof' lie Centels ca rred ou by i)r.
Richard ]umtington, a rural enterprise development S)ecialist who heads ISTi's Agricukhiural
Division; and, (iv) a description of the EI F i)/NI-D microeneirprise credit program, 
Prepared with M.W. Panditha, the NI I) Credit Advisor. 
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hitrioduct imf 

B~usinecss Ce nte rs werie establIished duii ing 1992 in 12 ru ralI locat ions in six NIa Iiawel i sy'stec ms 
(13. C, Gi. 11, Kotniale and lida \ValawVC) whIichl 11V located inl six prOVinlCeS (Southern,
Sabaiazania. (Central, North (Central. Noith Western and 1.va). 

This documenti1 p)il\idcs all aeCOtLIt 01 theiri 01 IIIIZC th' lOCCSS 01' IctiiltZ thIiil inito 
Op1)I iiFl. thIeCirISC I\iCeS itII ( IiLv[tit 11L hIIVIIIII pa11,1. AISO i II I I die SO 111C liii ks onl 
ICS.'0I1S.' leCd'1aI ;iinaitt.Iistitt made ill the Ii~jhit oI thle Oil 201 1,L.eLA)r-iCCLS. This is iln 
initial aCCOLI1iT. C.;Illpile~l ill ICS)IISC to iCLJPCe'.t5 l0i ilior(ililioll ()It tile (e iteCis and thle 

(IC\i()llnClit. I IICF is aiku ile'-t O(il the parit 01 h('d(lCP and Oli iik! inl CO'UliICling tIhe 
Cinlteis miore closcl'. ill Ile h11 ituii as h;II&Ii(I1uI\ C\I)ClW(Lc. to ('JptfV11 an \iIC Ihile 
leailnililS II()II1 this C\pCieIHCC. %\iii (1111(' 11 n ia!d Ill MiW li HCp)I ' l'\eH()IC [it ill the 
( (uniliV, andi uieWiLd'\khatt,-iV lt 1hiej'111dII\ dW d(hCOp'lleIlt of it lnt\t generatiointo x II hIIl e 

iilt(Jillati()Ii ai ilo oi((IiIC dt,-ieiL'iptioII (1 tile ( \ntcl', i hC IjeIuieh 

Buisiniess Ceinters aie J)(pJ~liin I>. die hhlncrit thni ini thle iiiil1Hi ihiieth ((Ililtlil,>. FO F 
instan81ce. thleyV ex\ist thluOtIcjt thle I ") alth \esteIV fl J can 1(8111( 1t aIll leVelS -I 11014 Calbe 

national, -state Or 1Ml)iDIlCe Cii''.(Oii\ t('\\Ii. tC. - 1111al \\i(( ileiI1C Of t\ t Client,
 
t'i0i11 hiiP-ll 1CelllOIV'.'. Well IiiuaiicTtl ('0i1llxilffi, it) 1niieiiujh)10ed iiiitPIAIi \\Ker.l al1(] INIC
\%a 

1IJICVCa5iilI!-lV in CIe'. eOJpili2 C01t1ii1il ie-110W1 KIe It bt-iit ( enI-s are i4-1110LeStahliShied. 
Ini Fast and ( ntral 1-Ill andC81in thul newi' l, M pCundumil~ aw-C liI tile ItiII1lCI I ;SSI areas. 
Business (?enteis lia'i l)CC0)Ilu at colioiiplaiee rallK L1l) in CCrAiiiui- the ii aiiie'.oik for 
stipOltinj2 enterprise tCIIInatioil and( (illJll(I\Ille t CneClatill. 

Ill C01n1paariS()l W..ith otherY B1Iii>W ( '1111i M tile NMall;iweL1 BLAsifl(S's 'enters Me iin1UIsnal inl 
tIh i Y COnIi~ll It iOl I iI . IIIoc, til 
Citit.-S OV r.ioni8 (CCI's ). their loris 011 (Ill th'.i CIXV (If CXttISioll \,IICS toi I Illal l. i\Ct 

f'8 II IuIhL'I Ofl& ip Ct> - t \ C. Iia l ilathie I II ; II pio%,inlci; I 

cbiiillies. h pioltill'ti I 01 iiltl 'C-ilt po' - lidcita.Il C Cli)>p-SSan ~ill 

liusiriess Centers - who are Weu clienuts, \%'.hat are the SeiNK-cS. what arC the iiiil)8Ct5. 110W are 
tile to'i~S1 Siistaiined, 110w W, I111nIZC, Illollifoi CILe'ai JM ate811 reOrt.be 

Biisiiies Ccunters are 110t a CurC'(-al fl 1-1 lL-des with all tIiSIC CCOIuOIiC bdSC, biut thle)' 
Call hC COAt-ChfCLtiVC' ClilleitIS W.itihili d hlO8(ieI die'ClOjpilieiit stratct5 

http:lidcita.Il
http:iCLJPCe'.t5
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Process analysis. A process analysis of tIhe Centers could consider a number of aspects 
the process of setting ip the Centers, the process of integrating the work of clients, officials 
and consultants, the process of identifying training needs, the process of facilitating credit 
access, the process of planning and reporting, the process of strengthening the linkages
between the Center and the local community, and so on. Which process one would look 
at most closely would depend on the purpose of the analysis. While this document is not 
a process analysis as such, in describing selected key aspects of the Centers comments are 
made about the processes involved in each. 

Origins of Business Centers 

Enterprise employment illtile dly zone and Mahaweli areas. Since the 1970's increased 
attention has been paid to the potential in the drv zone for generating private enterprise

employment. Measures were takeni in NI ahaweli settlement 
areas with a view to realizing

this potential more fully and rapidly thian had occurred in cadl ier 
1dy zone settlements. 
These included: (i) the grouping of a sufficiently large number of setller fairns, (ii) the 
allocation of' farnis of sufficient size (utsually I hectare of irrigated land). (iii) the setting
aside of lands for hi rger 'comimercial 'anil"agricultural produclion, and (iv) the development
of a planned series of hanilets, aillages and towln centers with sites lor commercial, i Wdustrial 
and service enterprises. Although there was concern ,xpiessed that other aspects were not 
sufficiently addressed (such as tile relationships between the planned centers and the pre
existing nearby centers, such as NIaIiiyangaii a, Keki rawa and olheis, it was considered that 
the measures which were adopted would ol tribute to sufficietlv Iigh afari family incomes 
and "agglomeration" ec ii nies which, together with publi sect or investments in physical
infrastructure and in the developient of tile ag riCiItuL ral Ibase, would Sup!)port the 
development, at anii accelerated pace, of pivate elterprise jobs ill non -[a -lii sectors and 
nucleus farm - oLigLrower seheiiies. A ftIher imeasure taken was the establishment of the 
EIEl) as a specific oriaganiza tional ulit responsib he for prmmoting enterprise developme nt ill 
the areas. 

EIED and its multiple iissinns. In 1986 a special unit, the I£-l) (Fm ployment, Investment 
and Lute rprise Developnient ivision), was seltLp witlhii the NIASI. to fonient private
enterprise development. The mission of the i11II) covered a wide range of activities: 

tile pronlotion of iiiwa id investilnllt into Nlahiaweli a eais by medilulin and 
large scale investors iWiCOllilmercial fa riiis, iinucleus farlmi - otugrower sche mes 
and tie agro-pnocessing sector. Irrigatej lands in System i and. to a lesser 
extent, Systein C, as well as rai ,ifed highlads in other areas were rese'rved for 
such investors. 

the recriitment of small, itedium and large industrial i vestors into industrial 
estates. Lands for such estates were aside in theset systems and 
infrastructure development initiated. 
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ithe development of entrepreneurship, mainly self-emiployrnent and 
microenterprises, Iv tile second and third generation of Niahaweli settlers. 

EIED staff were appointed to each of the svstems aind a head office was opened to carry 
out these activities, 

Dual natui re of El.I). 1;llII) ope rates, hid, ats extension agent, prtomoter.oin tile one aill 
advisor and facilitator for investors and entrepreneus, and, on tbe other hand, as all 
iriiplementor of official policies and iegiulations and a norilor of the adherence to 
icgtulations hv investors and entleplrenleurs. Its activities include. for instance, assisting 
entlepreneurs with business plans arid loanl Ipplicationis and lecor'ileding whether at 
commercial site should bie allocated to an entrepreneur to enable the start-up of a business, 
to. on the other hand. reco ui ucnling the cancellation of landl perits wh.1 eltrel)retieurs 
have not conl li.d with re' ,l tioris 

This dual nature f the role requires a rather dell lhala'ilei o x the part off the officials. 
\Iso. the balance withlip the role has lended to shift with the shiftinLi of the maini role of the 

As the as ili.e,,llllent andH- AI). role becolle less One o1 proiuotin2g in\ard illore one of 
foriieiting the developlleit Of local entre)relceulshilp, fhe nature of lI.-'s role has become 
Ks one ugi ard more one of extediiig infurmation and advice.of errforci regulatins 

[lie customer or client focus ,hich is generahlv regairded ;asassociated with success in t 
seFVice businless, is quite. different fro1m thetile al)prOacl one is acctl.,oleCl to finiding, inmary 
pulblic sector offices. Building and imiaintaining such a focus is one challenge \vilh which tlhe 
('cute rs contend. 

.11El). In mid-199(. the NIL ) (- alaweli lu-lerprise I)ekelopnicnrl project \\as started wilh 
S'SAIl) Stp.t to pr,.ide 1-11LI1 assistance inpromotinrg anrid facilit ating inward investiiicnlt 
a,1d in developing enitreprenurshiP and microeiterpriscs, Industlri estates were not to be 
assisted by "SAI) likely 1o bie a cost-effetive alIpoach.1NI-). as conuside red these as not 
The initial emrphasis of NI,1-AI) was ri10ore oi iil\aid iriVeStuielt, Iharticllrl in tile 
agribulsiness sector. than onI iiiicroeriterlprise developmient. allhough bhothy approaches weCre 
sulppoteld.
 

iromorting inward inestu,"iivestlents. Illits early years. %%;tile pursuing its wide mission, 
lII-I) and sulrsc'quientlv LI LI- II) tnded itplce heay\v eilmphasis n pronnuoling (and 
monitoring) inlward ilvetulelllt into the NlaiCheli area.s nd ol providirrg information and 
other assistance to lotlertial investors. \'itMl nuost pJterlial investors haed ini (olonibo, the 
llI) head office took the lead in theSe efforts.,ajor studies \kr't calrried (ut Of expolt 
iarkets foi di%ersified crops of I)OttrItial iulltlest t ilm- stors. r11ajorm lorlornltit)r'al efforts 

were planned arid executed. and cloMe !lWks \,,ere maintin ed %ith rI;joi private firris ard 
%kithorganizations such as the I)l arid the (('1' lhe re nse of larger scale investors 
to these EIEII)'NII'I) effrtIs has iot Keen stnoung. for a Va ietv o rEaMOMS. inlcluding the 50 
hectare iiit oil irrigated land folr t'rirniierciAl flins, the inadequate communications, 
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transportation and housing infrastructure, tile difficulties and high risks involved in pioneer
agricultural ventures in tile city zone, and the expanding availability to investors of higher
return, lower risk opportunities in industry, finance and real estate development in other 
areas. The development of the industrial estates, meanwhile, has been slow. Given the
small size of the consumer market in the areas, their locations were not of interest to
medium and large investors producing consutmer products. For smaller entrepreneurs, theinfiastructure advantages of the industrial estates have usually been insufficient to offset the
lower costs and convenience of operating from their homesteads or near-to-hone locations. 

Shift of main ElEI)/NEI) emphasis to extension services for local entrepreneurship and
microerltelprise development. In mid-1992, rural Business Centers were opened in each
system, and by the end of that year nine had been formally opened and three others were 
ope rating. Although continuing to pursue all three aspects of its mission (inward
investment, industrial estates and local en trepreneur development) the openiing of the
Centers marked a shifting of the priliia r emphasis of IlIl) to entreprlieursliip and
microenterprise development. Inmost cases the "opening" of tihe Centers was in fact the
renaming of the existing 1LIEI) office: however, indoig so, it marked a reconceptualization
of the function of the field office and a clear recognition that the lost important role of the
field staff was extension, rather than enforcement. During 1993. this gradual shifting
continued, finally being consolidated in the 1994 workplan. With the elmphasis on the smallscale sector and extension. the Butsiness Certers, with their daily interface with
entrepreieurs in the field, hWcare (or, rather, are becoming, this is a process) the key
organizational units of 'l-I). 

Purpose of Business Centers 

In terms of results, a ('enter's main purpose is to assist entrepreneurs to start and improve
their businesses so as to generate employment. In doirg this. the Center's also foment the 
development of participatory associations of entrepreneurs. \ secondary, corn ple me it a iy
purpose is to provide assistance to nucleus farm - outgrower sche res. WiE the ecoronoics

of the areas of the cntcrs being (loimiratled 
I,set'ler f irmer agricultural prodiuctionr and
with most entrepreicnurs being members of farm f;amilies, this coinlhil iig of rn icroente rprise
and outgrowe r scheme developllenit aclivities occnus (nite natrllallv. 

Using tie langLage of agricntiralI developient, the Business (enters are "etension 
centers". Over the longer terii, a purpose praillcl to he "results' purpose nlenlitred above
is to achieve the sustainability of the Centels tlhers.lves as exltension service inistitutions
contributing to the deveoiopient oft the area's. This is p iitictil; v a concern whe r one 
considers that at the erl|of 1996. MIA) stupport will have Ibeen phascNld 0Lt. 

The purpose of the (ters has evolved ste adilv lWui one which was quite bIrw ad to one
which is now more sharply focused. [he proccss of refinring the focus is one which 
continues, for as issues are identified ard resolved, others arise. Tliis process naturally has 
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implications for staff' and for thie role stronphis of thle differentand organizational units.
Dinsteig tile pCenod that El nin t t ned i stroig emphasis oni the promotion of inward
investment, the Centers tended to be the fiel si tioc ain support offices for the unit in
Colonbh o which was responsible r then li zaio of inesrsos tile hasAs themphasis
shifted to the developme n of local enitie pre ne uishrip in the areas, the min i role of the headoffice unit in Colomtbo has shifted (or rather is shifting - this is a process) to one of 
supporting the operations of the Centers. 

Clients - rllicroenterprises, family based, wi Ilow incomes 

The most direct beneficiaries of the services of the Centers are the customers, who are
referred to as clients to underscore the professional nature of tie relationship (as for
instance between business law,,ers and aCCOutlailts and their clients) and to suggest that the
sustainability of the ('CItes depenrid.,, in part On tlhe :Mccess of the Clients. 

[he Business Center clients ar . lainly home arld falniliv-bascd sell-employed individuals and
IIicIeilerprises. In tile N.l\ci, aea,. 75' of lthenon-tllnlllenterprises are selfemilovnient units. 22' ; are miciocnlcirprise:, ell kl0Ving rno morc than live people, including
the entrepreneur. Most of tihe illiividutlS Celelrraed in these mcite rp rises a icre tailiily emnbers
and most ol tile Cnlterprises ( includingz tihose il tile co1niercial areas) are located at or 
adjacent to tile hotlcs. 

Aglriculturil vields in these predomlanlhin' frming areas (and in Sri Lanka generally) have
stagnated over the past decade and per capita real a inn incoics mlrav have declined. The 
areas are o expe lien ci g the reltive Iapid growt h which has been occurringI& in the niore
developed areas of the counllV ill tile iniduistrial. construcLion,. ard financial sectors. Ill this
difficult economic context. there is a steady need on the part of flaiilies, ]lost notablv the 
poorer ones, to supphetrlctlt thcir farrIi incoiICs 1i11 other sources, aid thus tile imperative 
interest itt 1on-fal't lle le rpri ,cs ald etil)l O)'iCicn. 

itr'tS 
and as well as imported l)lodtcts, for bothlagricultulra;l inputs and consumption, 

At the same tinie. Wilh til ri ccononiv, thle jIrodUctOf the CO(1so illdllStrial SeCtOr 
are nlore

and more available in tine areas with improved lecls of quality and competitive prices. The
col]ibination of low avcra;we incollC,, ill tile al'aS and lilt' iinCrasiri- availability of products
frotim outside in tileresulls self-emriplovmett and iltciocnrter;)rise seCtorS (tile rlrlimi clients
of the Centels) beirig contlpocd Ofl luau."niils. \\ ilh \ c, low levels Of huisiltess incomes, 
which iie tl(Ie; ('otll.tllt thrcat (of cotmrpetitiori. 

A distinction is minde bctwecUl lilt' ('CtIcr Clients \0110 are existiig Cliltrepieneuirs and those
who are "aspiring". Of the 3..00 clicnt.,, ;:: ,,f tite lntid(le of 1991. an estinllated 49' were
asNiring entrepreneurs at the tine o! initial contact. and 2.3'? are in the aspiring
entrepreneur category currently. An additional estinialed l,"' of the clients were in the 
sta ri-u) category (less than one year old) at the time of initial contact. Currently, of the 
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clients who are operating enterprises, 34% are self-employment units and 57% are 
microenterprises (five or fewer employees, including the entrepreneur). 

Although only 20% of the self-employment and microenterprise units in the areas are in 
manufacturing sector, most (estimated 59(7) of the operating clients of the Centers are in 
the manufacturing sector, although this breakdown should be used cautiously as many
enterprises have more than one activity. 

Client targeting and promotion of services 

At the outset, with regard to existing enterprises, the targeting of clients (which types to 
serve, from which locations, etc.) was riot addressed in a detailed fashion. There was 
emphasis placed on small scale uitiis and aspiriig eitrepreneurs, but no specific targets wcre 
set. With regard to existinig en trepre neiu rs, in practice, as most euterprises in the areas are 
small and riced some type of assistance, the seirvices may have tended to go to those who 
could most readily use (rather than most urgeitly needed) the Center services. In other 
words, there was a fair amount of self-selection of clients. The result has been that there 
is a mix of clients: while most are very low incomc businesses, there aire others which are 
quite prosperou:s, or whom have become quite prosperous. Secondly, it may be (we are 
examining data oii this point) that a (lisproportion ate share of the services are goi:kg to 
enterprises located in the larger cciters aid in tihe m ore pr,pc rous aeas within the 
systems, rather than to tie generally lower inicome interior areas aild less prosperous areas 
(e.g., going to the sections at the upper rather thaii the lower eiids of the command areas). 
Inireviewing data on microcriterprise access to i listit U ional credit in the areas, it has beeii 
found that the business units located iM the centeis have a disproportion ate share of the 
credits. This may be for reasons of ;roximity "rid the same factor may be at work in the 
case of the Centers. 

With regard to aspi riiig elitreprelieurs, at tile outsel, targetiiig agai i was not very specifically 
addressed and services may have gone disproportiouately to sone groups or sections. This 
point is iiow being exaiiined. For instance, in the next round of entrepreneur developnient
training, efforts may be made to attract participaits from lhe lower income sectiois aid 
families of the systems. 

Geinder has beeii a target area which has beeii looked at froi tie outset, special effort; 
have been made to expald the iunbei of feiiale cliets aid to att .act feiale staff, aid 
several traiiining programs have beeni mounited specifically for worien. Ilowever, ill the areas,
the self-einployment and ui icroe te rprise: are largely male (725/ aid 8 1,:of the jobs iii 
these sub-sectors), while tile medium a ld'arge enlte rprise sectors are largely female (69%;
of the jobs). Infact, 61'."(, of the private wage jobs ii the areas aie held by fema les, which 
mainly reflects their conceitratimi in the ediuim an(d eliterprise sector (particularly the 
garment factories). "Thissect or also has most (62'4 ) 01' tlie nn-ftaliiilv wage payinig jobs ill 
the areas. On the other hand, privat,: ion-farn male eiilployIneiit is coiicerltrated in the 



7 
lower income categories of own account workers. After recently reviewing data on this
gender aspect, and on the family basis of most of tile self-employnent and microenterprise
units, increased attention is being paid to tile possibility of considerinig the family, rather 
than gende', as a key aspect in the ta",eting of potential clients. 

The decisions made. In, commission or oinission, to tlget particular orou1ps or types of
clients and the metlhds used to identify and pronote services to these clients are more andmore beimi seen as critical. largeting pre-start-ups (aspi ng). expInsions or 
'tralsformat-iois has injl~lications for the level aid type of social and ecoomni inpacts, the 
cost structure arid cost reco'tiv _e pwen tiaI, the ircnirCd.t staff skills redta1d so oil. Also,geographical targeting has imintlications for the sitinl, of thle ('etis and the type of services 
to be provided. The t at e-olUs should be seeI cleak'. F.or instance, alt hotnghIn st (69 )
of tile enterprise Unils are ill il' interior alCaIs aiid a-e Ol ;i\'CaYc snialler with lower 
incomes, tile ones ill tile centels tenMd to be largerl and Illav have (%\\arc eviewing dala Ol
this aspect) iore emillenh1v0l\toym grov i tetial. Where should the assistance be targeted?
At everxv level, questions arise, for instalnce as to the relative balance to strike among
assisting the formation of iiew units, including units which are miaiiily elements within the
multiple activity survival strategies of families, and. the otheton iad. existing businiesses 
with the potential to expand and perhaps tralsfornll thenselves into small businiess in the
"entrepreneurial" iiiode. Iln practice, also. tile issue aliscs as to Whether assistance provided
to one enterprise may iiegalivelV affect another enterpiise in the sanle area. This issue is 
one of the ie asons (there aie (tlheis) why ;I prograi of small giants for individual small 
enterprises (referred to as mini-l'll's. modeled on the NIlEl) ilt'r-livesinlent Program for 
iiediuni aiid lalge elite rprises) moves yery slo\ly. 

Client densities 

There tire an estimated (based oil lhe 1993 survey of nioi-farm enterprises and employment

in the areas) 
130.000 faWiHies and 11,500 non-farilu enterprises in lhe areas. With variations 
aniong the Centers, thcre is on average one (eniter 1I1.00()for each families aitd one Center
 
for 
 each .00 existlg ce ises. Thc \ariations have alisen fo idiosyncratic
adlinistrative. cotuillutlliCatiOll> 0MOther IeSoits; for illStlic. Me ('Cler is operated for
tile isolated KotIl, alCa, although thC rlillbel of famiilies and elterprises in the area is
less than hal lthe mverage. ()ii the lhcr hand. Kotiniale, with no irrigated fIms, has a much 
higher proportioii oh noii-failil terf lliss. 

Each Center has, on averag,. Siomte 30( recorded enlterprise clients 1'(,, whon a record is
maintained in the database. The atlual nubller of clients served i!, miost Centers is higher
than the ltllnbel Icordeda.;IS t has been ol01y I gr1adlally in provinrig adherence by
('enter staff to the p)rocedulS 101 1tcoidiiig all client ConltaCts. I)uling any One iioiitli, 100 
elter rise clietiS rcCeive Sevitces. 

Each C'eliter on aveOaigea also deals with one established coiipa y and 500 outgrowers. 
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Center locations and equipment 

The Centers are located at sites which are conveniently accessible to local entrepreneurs.
As the target clients are mainly aspiring entrepreneurs, self-employed individuals and 
microenterprises, most of whom are members of farm families, the Centers are located at 
the "block" level. Centers in some instances are located within the complex of the Resident 
Project Manager or of the Block Manager: in others, they are located on commercial sites 
in a business area. 

The initial sites for the Centers were selected oplortunistically, biased oii the judgement of 
the experienced ELEI) staff who had first hand knowledge of the areas and who had a good 
sense of the most appropriate locations. Subseq uent ly, based on internal rcviews of the 
early experiences, in which several Ct'enteis were having difficulties, several were relocated 
(e.g., from Galnewa to Bulnewa: or from the back of the RPM's complex to the front, as 
in Embilipitia) to sites of easier access to entrepreneurs. 

Selecting rural, as opposed to provincial capital or regional town locations, is mostly likely 
a necessary measure in the dry zone, where entrepreneur access is an issue and where for 
most families the non-farm enterprise is the secondary activity. 

Each Center is equipped with basic office furniture and equipment - fax, telephone, 
photocopier, typewriters (English and Sinhala), and computer, with English and Sinhala
word processing, spreadsheet and database software. 

While most Cente-s have all the equipment, ;! few do not. The lack of telephones has been 
a constraint in several Centers, and delays in establishing the offices has in a few cases 
delayed the installation of the equipment. 

A persistent challenge is to develop an effective process for maintaining the office 
equipment in all 12 locations in Operational condition, as repairs and major maintenance are 
problematical in the more remote locations. Several administrative approaches to this 
challenge have been tried, none as yet has been found to be foolproof. 

Planning, target setting and integration or the teain 

These three processes, in practice, coliie together. 

Program planning sessions were held quarterly basis during 1991 to early 1993, and on a 
semi-annual basis henceforti. All the prolfssional staff of E1ED/MED participate, along
with officials of other MASL agencies and USAII) rep esentatives. The meetings are 
"facilitated" by the IFHED/MED staff themselves, rather than by outsiders. 
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'_lie initial sessions were not always smooth, with much discussion about purposes, activities, 
and working relationships between EIED and MI ED professionals. These discussions 
resulted from, first dhe mulii[acted nature of the FI- mission, with its virious elementsiD 
competing for resources, and. secondly, the ineviftably incremental process of integrating tile 
FIEI) and MElI) personnel. 

By early 1993, a tairlv solid cohrence and consensus had been achieved on objectives and 
activities and EI 1)/NI ED had developed effective working relaitionships based on at"one 
team'" approach. While these aspects always mList he matgement concerns, the need for 
quarterly planning sessions was reduced and henccforth planiing sessions have been 
scheduled s'-nini-aninualv. 

The plans of MI ,D/l-.lEll) arc produced on an annual basis. in line \witli the rcquirelmllts 
plal s ill' stof lUSAII). The tollow collillillo pattCn of ideatil1i, eCis., the activities 

under each Stlatel-v. and the task, under each activit. l'v 1t)9.1, tlc WCre 1(0 activities. 
each with a single quantitative tartgct ro be IC(eulurI\' IMi1oritorcd. 

The attempt has been to continually reline this airmngeneiL. to focus on the nost effective 
arid efficient stralcics, activities an idltasks. he activitV aleas haVc evolved anlid been 
redesigned during the various planiinig scsSions rlnd illthe lidit of experiences. A fair 
number of activities, mainly in the areas of iedium and large cntcrprise deve lopineit, have 
been disconfinued after expiences wvi them indicated that lthey were not effective. 

Operating costs 

The costs of the Centers are main ly personnel costs (assumirig two professional staff, one 
secretary. and a peonl), whilich is consistent with their se rice sector natue. It has been 
estimated (I lunlingtor' nee Ainex 111) that as currenitly structnLrd, if operated privately, the 
Costs votld be Rs 80.000 per month (69n; flr staff anrd their traniisport. 18c" kfo amortizing 
capital costs, ai(l 13">; for facilitiCs, rent and supplies). ,\it additional estimnated Rs 15,000 
per month per ('elter would be required for head olfice support and supervision. 

This estimate includes the capital costs of toryclesc, (or. alternatively, thrc pw" kilometer 
costs of using private vehicles for official it>t'. If the pllrchits of at four whccl vehicle were 
included, the costs \would be hiulrcr In practic. ot (clnters are C'lipled with a tOllr 
wheel ElIEl) vehicle and tile NIlII) Business (Consultants and suc (fthe l,11LI) staff have 
official lllotorCvlC,. Il practice it has bCn 'VcVditficult to recrilit plotcssion ill\woiicni to 
work iii tire rural areas and the dilficulty ilCCaSeS whc it foul wh.cl vehnicle is riot J)rov'ided 
as tlnsli)i ; also, above a certain level or ae, solic in,1Ic profs.,ioiall arec very difficult to 
recruit if four wheel vehicles are iiot provided. lo contend with this situation, for Mi-El) 
Business Consultants at the ('enters, there is the option Ot usinig a pli ate vehicle, for which 
NillI) funds pay per kilometer rates. 
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Operating the Center out of MASL facilities is less expensive than operating privately in tilesense that there are economies of scale, for instance in providing security, cleaning services.In instances in which the piemises are not required by tile MASLopportunity costs of operating the Center 
for other purposes,

are quite minimal. Therecourse. are other effects, ofIn some cases the Business Center fax and photocopier machinesby other MASL offices which not as well 
are heavily usedare 

having separate facility results in 
equipped as the Center. Nonetheless, not 

a sharing of many overheads. 

Ini most of the areas, there are no alternatives to operating o fthe M\Sl complex, as
other premises are not available. 

Other :;sts. The prograi inicurs othei' costs related to the activities of the Centers whichare of a non-recurrent, non-capital 
programs, market 

nature. These include, for instance, the costs of trainingdevelopment activities (e.g., assistanceproduction), cosponsoring varietal 
with the costs of sample

research of outgrower schenes, and grants to partiallysupport a collateral fund arralgment for Savings and Credit Societies. These costs havebeen met with UISAI) funds. 

Cost recovery 

The Centers charge for the direct support services, such as telephonephotocopying, which calls, faxes andis done for clients. This has been recently instituted. It does notappear to present a significant problem, although there is only a gradual compliance by the
Centers with the procedures for charging for thes,: services. 
 However, it is not expected thatcost recovery for these services would be important in the financial sustainability of theCenters, not least of all becatuse the services are only provided inthe case of the absenceof private suppliers of such services. As additional telephoneinto the areas, as lines are gradually brought
small business develop to provide photocop)ying and other services,
need for the Centers to provide 
the
 

them will decline. 

More critical is the question of cost recovery for )rofessional services.services, some amount For most trainingis paid by the client, although the principle applied is more one of'
cost sharing to ensure that the clients put a value on the service than of re covering the costs
as such. For instance, for aspiring entereneur rainirg, the participants may pay the costsof their daily bus transport to and from tie progran (the cost to the in may b muchin tire, as it may take moremore than one hour of traveling each way to reach the training site),but are not charged for other costs. Discussions have been held wvih the banks in the areason recovering part of the costs involved in preparing loan applications and followingrecovery problems, but as yeL, fees are upno! charged for these services.an agreeiert under which There is, however,the banks rebate to the entrepreneurs a portion of tie interestcharges for loans which arc fully repaid on time. 
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Although much more thought can he given to cost recovery, as tile client targeting has been 
increasingly concentrated on the aspiring and very, small, low income units, the cost recovery
issue has tended to become submerged in the broader concern ot the cost effectiveness of 
coverage and impacts. 

Cost elTectiveiness 

Coverage. \Vith rcz-ard to cost effectiveness, one approach is to consider tile per unit costs 
of' coverage. Taking the figure of Rs 80,000 pet month as tile cost of a ('enter and adding 
an addliional approxinately Rs 15,00 per uonth per Center for miintaining head office 
back support and supervision of the network of Centers, tile total cost is Rs95.000 per
Center per mnonth. Assuming thal 250' of the Centers tile is dC(v ted t) association 
developmet tint 15' to Otltgio\ ,\r scietcie facilitllioll, tle blanIce 65 (IRs 61,750) max' 
be set against the envtrprise clients. li\ihidilg by the nor lis of 300 citctprise unit eients 
per Center, and assunig 0.5 inon-tantily melniers cmiulohyc per unit. tile resillt is t iionthilycost (iRs. 61.750 divided Iw -50 fWOilis) of apprloxiMitlv l.s 1-10 per Cinployed fanily
directly assisted. If the families assisted through the Ott'grow'tC pro:ra lll (averate 500 per
('enter) were included, the per fnmil covere cost \vould tall to Rs 75 per l'lililv. 

Impacts. With recgard to cost lect i'vCiCss ill tcris of purlpoSc (cIII )IO.vnit ciCne atioli).
the answer is not so sinipl. It is continmillv be ing readdressed wherevr B,usiness Centers 
operate or are be inl consitet re,d. 

A common questioti which arises is one Of attribution . I IOW is One to isolate and attribute 
the benefits which accrue to tile exltension services of the Center, as distin,,uished, say, from 
the benefits vhich could be attlributed to he f'armer whose agriculitiral income cieates the 
capabilitv to pily Imr t lilicrointe ipiise's J)lidsCIS attd sCrviccs to tle bank which makes a 
loan to the assisted client, to the client who ill'sts noi\ey and Itune, to the other official and 
nion-_overninental alceCIIcR s which nlllay havc jlovidlted taillilln or antother service at SOme 
point, and so ol. The ',unterl actualsituation (iaiiv. what wouldhive happened in the 
al)seice of te Center's services) is relateld to this attlributioll issue. A second set of 
questions deals \ithlthe allocati n of costs (e.g., w\hetclr crosts illcurred in entleplcleur
associat ion devel('.illtcit shOliid be Set :tp itV iCt Ct' ICgoltlcation). Anid t !hird set deals 
with the lPCaSletCleut id valuationl of bee'rifit.,, illctidigl inltalliblC o es (e.1. how O 
value a job. ',hat i>,the ol l)tutuititv cost. hinm to \aluu it joh) ha\ cdl. what a c the il ultiplier
effects oil ctiillOv cnlt,. ho to',t oI.Olsi(t' ite ,l',\it, ()t iiiral-tibaiil migrationi, the 
,1rcnIgthCnlitlk of tat int niv htouLtthotl units) it l ot1 wlich their iller. arguable 
answers. Whel dealin, \\itil cinihloit'ICtt (ALictiotl .I bellit iSSuC ,OlltiliCs Miooted is 
whether tile jols ahati(d arc "pcintult". 1 his, is i, tittfortuittc cott'cpt, is One of tile 
dctiniig characterislics ot lthessiitul c; Iu nectoi. laititulilyin relatively uiilettied markets, 
is the gtreat allonti ch, 1niitng (stallt l),. e\lj)titgos, ch, tirc ,.irie llletigs) hlats jcp
is constaliiv occufring. ll thte areas, sotn' 2>'; o1 Ith t.\isIilltn 1itits closC Ach vCai, a 
pil)pOrtion which is eoiiipi;l1eIL to the closurc ite, itl around the \ odld, and 
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thus one of the aspects of the Business Centers is not so much creating "permanent" jobs,
but rather assisting new units to enter operation (this is the main source of employment 
generation in such sectors) and existing units to compete and suivive. 

The debates on these questions are not joined in this paper, although those considering
Business Centers as a development intervention will wish to regularly revisit the issues which 
they suggest. 

For present purposes, we will use estimates which have been made separately of 
employment generation, based on the Center's monitoring of clients. These indicate that 
per Center the assisted enterprises on aveiage are generating directly some 12 positions per
month. This suggests a per unit cost (Rs. 61,750 divided by 12) of Rs 5,150 per position. 

Staffing and technical assistance 

A typical Center is staffed by an EHIED officer (Deputy1 or Assistant Manager), a MEL)
Business Consultant, a secretary and a messenger/general assistant (peon). The EIED field 
officers normally have a professional background in investment promotion, training,
entrepreneurship and conimunity development or agriculture and considerable experience 
in the public sector, including the MASI. itself. The Business Consultants (all Sri Lankans)
have professional backgrounds in finaIce, accounting or a technical field, and work 
exptcrience in banks, accounting fi ms, private enterprises and the Industrial Development 
Board. 

StafTtime and activities. The professional staff are expected to spend roughly 50% of their 
time in the field making enterprise visits, meeting with bank officials and in meetings of 
Savings and Credit Societies, entrepreneur associations and other groups. 

Services 

Professional services. The nenu of serviccs of the Centers has gradually, with experience
become more limited, which is an aspect of strategies to increase efficiencies by
concentrating more on services which appear effective and less on others. The Center staff 
currently provide the following professionai services: 

business identification, planning and proble i solving 

credit facilitation (formig Savinigs and Credit Societies under the Societies 
Ordinance, forming otler group credit ties under the Agrarian Services Act, 
assisting in direct access to banks, serving as field staff for MVCC); 

market development: 
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- technology identification and adoption; 

- training (technical, financial, inanagement): 

entrepreneur association development: 

OutgIow]e proigraili facilitation: 

compliance with End understanding of official req tii reme nis (e.g., for land). 

Support services. The Centers provide photocopy, fax, secretarial, courier, typing, 
telephone, and translation services to clients. 

Ilist itut ional context 

Eititrepreiieur associ atiois in( Savinlgs and Credit Societies. The non-farm private
enterprise sectors in the areas are very weak in terims of their broader institutional 
developmennt e entrepreneur associations and Savings and Credit Societies fomented by 
LIED/NEtI) are in almost all cases tie oi;ly parlicilamtory organizations available to 
entrepreneurs in the areas. They are often, in effect, the areas "chambers". Iii this they are 
extreinely iinlportant ill terms of )roviding a reference group within the local community for 
the Center, and developing such participatoiy associations and the Cenie rs liinks with thein 
is another main line within tle sustainabilitv sliautLy for tlhe ('enters. 

iUinkages with non-governmental organizations and live agencies. The (enters [lave
gradually increased their linkages with non-gove rnenental organizations and line agencies.
Activities have been carried out jointly with NGO's in a nuxber of areas, including food 
technology and entirel u ship development, a.d with line agencies withwomen tiNe 

specialized skills or -inctions (F !)I. 111. 1301. C'ISIIR) relevi'nt to the needs of' the clients
of the Centers. )eveloping these linkages is viewed as one of the main lines of the strategy 
for strengthening the sustainaibilitv of the Centers. 

Support ing Ihe Centers fril head office 

-lhe 12 Centers a ie supported bw tile head (; tice ill Colombo. As mentioned earlier, this 
growing support role of the head office, as opposed to it earlier priiiary emphasis on inward 
investment, has been ci , iging gradhia lover le past two years. It is tle responsibiiity of 
the head office to keep tie ('Centes eCluipped and supplied, to respond to tile re( I ,icsfronl 
tie Centers for iifirulalio oil a wide array of technical and ilier topics, and also to take 
the initiative to providc infoiiniation to te( Ceiiteis ain tli)prtlinistic basis, to proide
training for the Center staff and to ensure that each ('Cente's staff maintain high standards 
of perfornailce. The adjlslinlenils in staff patternm;, aiprniach and activities in the head office 
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which are implicitly required by this changing emphasis in the head office role are being
made incrementally; it is a transitional process that is not always smooth. The Centers are 
now the customer interface for EIED/MED, much as in a chain of stores or service stations.
Supporting, motivating and enabling them is theto perform main challenge confronting 
EIED/MED. 

Management information system and reporting 

One of the achievements of the network of Centers is the unified MIS which has been
developed to record key information about clients, services ind impacts. However, it is an
achievement which not complete, theis yet as development of the software and its
application in a uniform fashion at the Centers has taken considerable time. Thisexperience - the delays, the problems of definitions, the difficulties ingetting all the staff 
to complete the data input forms, tle use of parallel reporting systems, etc. - is not unique.
But the power of the MIS to permit reporting and analysis, when it is working, is unusually

strong and helpful in management and in improving performance. Ilowevet, a word of
caution - having such an IMIS has exposed IlI1)/NI --I)to uine xpected difficulties, as
untrained consumers have miisinite rpreted and Ill isu nde rstood the data. This is a problem
W,,ich appears to lessen i as the system becomes iiiore developed and staff become more
dependent on it. The most important potential ii the system is in providing the Centers
themselves with a real time, constantly updated data base on their clients. Achieving this
is also a process which is as yet incomplete. Currently, the system can provide the Centers
with updates monthly with approximately a one month lag (e.g., the August update would 
arrive at end of September). 

The more chief "stakeholders" there are in a program, the more needs inlist an MIS meet.
Meeting the not always similar information requirements of the MASI, and the USAID has
been one of the burdens on the MIS, which has led to its development and application
taking a considerable time. 

A viable MIS is illmany ways an important ingredient in the mix of measures required to 
achieve satisfactory cost-effectiveness. 

Financing the Centers 

The Centers are financed by the MASL and USAID. The MASL provides the physical
infrastructure, utilities, most of the iiormal operating costs (including, for example, fuel,
telephones, office supplies), professional staff (on1 average two per Center) and, in most 
cases, housing for one IBusin ess Consultant per Center. USAIl) through MU--ID provides the 
one Business Consultant per Center, tile office equipment, a portiol of tihe operating 
expenses, housing insome cases for the Business Consultanits and niotorcyles for the

3usiness Consultants. The NIAS L provides tle he ad 
 office staff (currently some 13 

professionals plus financial and administrative staff) and related support staff and expenses;the USAID provides consultants (crrently five professionals and a management information 
specialists) at the head office. 
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Sustainability 

During January - March, 1994, a multi-agency task force which examined the "business 
promotion services" (EIED)of the MASL recommended that steps be taken to: (i) the 
strengthen services to develop the non-farm microcnterprise sector and contract outgrower 
arrangements: (ii) strengthen the role of ll'l) as one of a facilitator aliid catalyst (rather
than as a direct provider of services) in achieving access of Niahaweli outgrowers and 
entrepreneurs and aspiring entrepreneurs to the servwes of line agencies, enterprises and 
N GOs: and (iii) shift to other agencies services related to tile l)romotion of inward 
investment by medium and large cietrprises and direct export dcvelopment. IIn NIay, 199.4, 
an independent assessment of the sustainabilitv of NIl D supported Selritcs of IIA) was 
conducted. The assessment identified NIFI)'I I-II) services and related institutions which 
have been effective and which are potentially sustainable after Nl I ) support is coinpleted.
[lie assessment fond that the sei'ices For ru ral icrocrat c-rprises and oalt rower schemes 

were contributing to the creation of jobs at higher and laster rate thania anticipated in the 
original project design , while those relaed to medium anadlalr. scale enterprises were 
perfoiming at less than the expected level. The reconiniendation was that during the April,
1995 - December, 1996. period a main objective of NilI) support houLid be the 
enhancement of the sustainability oft le inicroenterprise and outgrower services. 
Subsequently. three sustainability strategies for the Cenlers were ideaified: 

increase the efficiency of the operations of tie Center. 

improve staff skills, 

expand and develop linkages and collaboration with participatory associations 
and with other organizations (line agencies, traiaing institutions. non
governmeital organizations, enterpl ises) with capabilities to provide services 
to Mahaweli entrepreneurs. 

Replication and(sharing 

Replication is an idea that occurs often to those engaged in a pilot effort. Usually,
replication does not occur as such. but rather lessons are learncd and passed on, not always
forinally, and a next generation of efforts are built on the past expernces. Sharing of 
lessons and experiences is an aclivit\' which can strenglhcn all those who engage in it. For 

IlI)/MED, one of the challenies ill tile future is 1. :;crease participation insuch sharing,
both to gather ideas on Irieasrrres which ilight strengthen tile Business ('centers and to assist 
those working inother areas to gailn froiri what is bcing, learned by EIII)/MI-). 
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OVERVIEW OF 9\1994 TARG'ETS FOR ENIPLOYMIFNT (REATI(ON AND ACTIVITIES 

Jl) creatihm 'argcts 

"lTOtal CempIOVnc nt generation C(reate 3.1 j*(' . includiing I,60(1 as omtgrowers 

Act ivilie's 

Secure land tenure 	 ISSuIC 1,001( Iand grants. h mg term leases and housing
sitesb to ente.rp~rise., 

leehnol(,Iy transtl.er AssiSt lIM) i, ill Iu,,i ne,SSeS to ad0pt ne'w eIehnolo0gy
and Ulpvzrtdc ('\ist w te.'h'lit ,lo.,, 

M\laI ki+'t I'lopL'0Ml'nt ASSINt 1-'() (tL'pll ,kN Iel pOdutR, It' n'V, Suer 
M~ lit' t , 11111lt. ,.'c k 

')II,ill NIs lSS I!linafli ,,Cel ,.t Credit I 1.1()( IIall uN,in SSC S 

I ltnran rsU furcLS devehlpent Tlai 2.71)() nltCpr niC,1ur par tiipaifltS 

Bl"I'iS,e 'nter S,' ''s SCr IT . nAIl ,3 HII usinss e'it, 

AgribusineSs ltt'lr4r skc.'hel I s Assist 0oman kie,t, t (Mtrae't \, iuI .0)() sttler ItIrImert, 
t r 'xpt )i pFr Idt, nI 

Inova\tii\.' lInveStmeW+nt pr(.'Lcts Supplot 50 in nkv;tI pIIt,,ate. ini tlit p)roje_'ctS 

l'ivit atS(1ctat1II A.\ ist the' d ,. l,AnI nt, ,I 20 p ivat aIS ,wlItltoll 

PIlic\+' d eviThpnle.nt Strpj)tIt 12 SI)CCt'iic 'eiCI, th, implrprve polic 
l' ol t ks hr busIneCSS, l'pIiii 1 11 t. t 

http:eviThpnle.nt
http:transtl.er
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ACTIVITIES OF EMPIOYMENT,INVEISTNIENT ANI) 
ENTERIPRISE I)EVELOPN ENT I)IV'ISION OF IAI\AWEII AI IIORITY 

1. Background. Nun-farm emplhymcnt and crop divcrsification arc principal avenues to 
increased Am illy incoms in thi IaheMci. o advancc alolng these avcnuts succcssIully. with widely
sharcd increases in tLt rtand pr ( ductivit,. rcq uircs a continual piroccss of tcchnological and 
institutional changc. ilvcS tlclls illIlulllan and ph)ysi al capital. and a poliv trancwork which 
c ulC(nragcs incrcasirig c Ticicyne,' in the allcltio n and usc of rc Stn rccs. Th- NIa awc i -utcrprisc

1cvclopmctlt prtcct "',as dcsigncd duri ig tmhi latc +)8 s
Ito supprt actions by ElI) and the private. 
.cC'tor in all o1 tes alcaS. 

lIiLI) prom01lotCs L-ymc.11nm t. iIVs tlcnt and ('tic,1 rcI.Uenrshil in MlahaWcli areas. The MI-lD 
projcct supports Lll!I) activities,s hich gencrate privatc iLctfr 0hs. p;Irtictlarly f0r S.ccOnld and third
 
t nCIatiCn NII w and StICII"tHtC'l tiLe' lIlVil lentllt t rprl[ci,. tioln
,lia l, Ii .Ae, i] stst;riirahl forall 

and gro\th. lDu IW)3, LI :1) orts,crc oin
inQz LIH) increasingly cnuciltratcl scctis which 
)rcSi,.'nt Viahle (1 rtiiitiis insNlahia,,,li ara;rs. partieul;rlv (i)nm -farm ititCr(iaid Small btsincscsl


and (ii) agriftsincs,,, hbasud I,m cNOtract otLto,,cr, gri',, inl icrsifiid e:port crls. Aclivitics \\crc
 
scalcd dOn illSiiral areas, illdi, il, coin mIcti, fara and direct
tll'r tihl, lalll rIopirlt 

l*orcr'igl
andr)OthIrr la rgc scale in\cstrue;L lcvcrl p)[rkoptrIon itiIn. which okIr spccts f)I conrtI ihuting toI
 
Mala cli dcvelopmren . lIhc gildual shift tit,t sharlly t.irgCted rainge of'
an1rc actiitics \kts 
consolidatcd i,.vd.tct i l)t O ecud )3 aidl is iim,, rCtfl'ctCd in the ! I NI I l) piMgratnC, fr 1t994, 

2. Start-up. II1) stalrtcd th1projcct in Ilid-I(M)L vith i crc technicatl assistntcet., tcalln ill
('0loml0 O. Full fildCI o(peraltriiris ,\crc inititcd inmid-I992. C ivitis anticipat d 
inthe.dcsign \,_.rte ried incarL' ot LIt 193). vwith the exception If the glolup credit phasc o'f th siall 
busincss pIronrain \hi ch l lI e iing IN9.inttil 


3. Clients. MI17I) liettnr , tIcuriLlc 'pIir anI invcsto rs in ,Iahawe liarc as. DuringIis Ji 
I993. MILI)III' sc R.iCd more than 2,7tMI cliitrts, cvc ring thi full range ilcrntcrprisc types, sectors 
ind iarkcts. through its hiead oflfici inCX iliim ho and 12 Busi ncss -cnt rcs hicanccd inMI hawc aris.ei 

4. SCeivics. M,F l) I,II) rciLr,,rs iivc,,tIspri\iWilc cIltrcpiC ind %itl: (i)credit lacilitation 
,,Ci-ei ,, its rMIiiIati,uc h aIsIia )i,alid] ipprIaisals and gl il Ilendila rillliceiIIC'li s;(ii)Icchnical. 

"
cltitcl rcnni rilevep!i.l i tlln nfi tliisiSI , iI;nt ii il: (iii) idividual busincss c MiuNclilg and 
tichnicail a.ssistnct (iii) iirket aildl '(hill], irrfr,rriaiii c r l ,ak: aisistlricc iin oltainingarlil (iv) 
Lind aiil buiiligs; mil (v) oitlicl tuppi (4i ,,'riire s \\011c they an rit;tvi;rirhl troil the private 

t A.n ani t itin
secto,. such as tillrhn . d pii lli irrg f;cilitc. are lii'Sjtolil cOli-sh; lling gr lilts iviilcif
 
fo)r imn atiLi pi llIel irre-strILint ,lpI0il. tciiml(gy r ansdcm inarket dLvclopimlelt.
aiii 


Ihi 1).6 highlights are •
 

- 1,501(Jibs gccraicd
 
.(00,(tlouicrovrl, crtiricItI
 

2.8(0 circprc iC'Ir participiantits traindci 
771 t ntl-rcpcr uriisasistcd tWiacccss crcdit rl finlanciall institutions, aind 
112 initial hig term Icase, issucd to htlsiinc'sscS (in COinrLc'rciial plots. 



Annex 1I, page 22 

5. Results. Entrcprencurs and enterprises assisted by MED/EIED have created more than 
9.000 jobs in Mahawcli areas, 47% as contract outgrowers, 37% in small businesses half of whom 
are self-employed entrepreneurs, and 64, in mlcdium and large scale enterprises. 

6. Adjustments for 1994. The ha. ic design focus oi non-ftarn employment generation and crop 
diversification through business development remains valid. Ilowever, in ge ne ral, the interventions 
to support small businCsscs, including scll-employed people, inicro enterpriscs and small enterprises, 
are yielding results greater than anticipated. while those aimed at medium and large enterprises are 
yielding results less than aiInticipated. With our experience and in response to changes in 
entrepreneur demands and the steady Cvolutione f the policy framework, for the l994 program we 
have made adjustments to increase the effectiveness and efficicrny of Nil /:IlEl) activities: 

The emphasis on tinicro and small enterprises has increasCd; 

The emphasis om serving all cntcrprisc sectors has narrowed, with agribusincsses, 
including manu factu ri ng.1and services sector entc rpriscs which produce inputs and 
services !or the agricultural SL'Ctor. no'..' clearly the main. thlIO,, nlot exclusive, focus: 

The emphasis on Iinkagcs betwe n non-farm anrd farill sectors within the M'ahawcli 
has increased, along with Iinkagtes with othcr Sri Lankan markets, includiring indirect 
export markets in Sri Lanka. The emphasis oi direct ,x. )ort markets has lessened; 

The emphasis has increased on technology and marketing support ser-viccs for small 
businesses, while miaintainirg the strong emiphasis on creCit Services; 

The emphasis on sccurc land tclurc policies has n1OW 1hil1tCd from one of policy per 
se, as the policies now in place for the issuing of land grants and long termn leases for 
businesses are iuite adcltuatL, to one of imIple me ntation; 
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The emphasis on medium and large agrilusinesses is now on outgrovcr based 
on farms is eliminated'"schemes while the focus individual commercial 

The emphasis on grt~ in-businesses ,vithin the Nlha\\ cli has inrc-esCd alld there is 

now less emphasis on promoting inwalrd investne nt including forCign investment 2-; 

The main policy support activities hlVeC shifted roma land tenure policies to the 

consolidation (restructuring) of Mahawcli services; 

The emphasis (indevlcping cnt rCprCen:u r associations and other participatory 

associations has increased: 

The emphasis n strengthe ning the sustainability of MED/IEIED business support 

senrices has increased, while maintaining the strong Liphasis on achiCving results. 

1) Agribusiness. The main opportunities ftor high Ctin plovment acrihusinCss have been: 

(i) 	Hand-labor intensive outgrowcr schemcs which pr~duce prWltits fkr ixport in a semi

s and tMbacco: (ii) serVics and Manu factu ring activities whichprocessed form. c.g., simall ghcrki 
produce low cost, accCptable qulUalityv inputs toi scttlcr agriculture, such as tractor repair and 

small and nediuln scalc food and other agriculturalimplement manUfatlcttlrin: and (iii) 
the anticipa"td ten 505 acre commercialproccssi.ng for local markets. Not 	dCvc lopcCi hac been 

onearhms producing horticultural products for fresh cxport and einpljing tm averagc person per 

acre. Development Of ta',ms a)(o1 such line confrotts major constraints, including: (i) national 

iand policy c,:iling Of 5() acres exce pt incases ,hich recCive C'ahinct appr.al: (ii) policies which 

protect the rural sector alnd make it often less c)mpeCtitiRC in attractile- invCsttment lcsOul'res 

s which prtocci smallcompared to sector such as finimance and mnlu fciuring: (iii) pd &lici armer 

to d crops and raise proiencmin nt prices o, agribusincss bahsed on nuigker prouductionl: and (iv) 

ik, high Vickid tCp (,lItiums lbr NIahaWclithe shortage (i tcchnical packages br p~l' ]M\I', 

are as. 

2) Investment proiithim. It was anticipated that investor promotion and Support 

se rviccs, combined with comparative advanttagcs (fI nd and Water, \,onIuLd attract me din in and 

large. including foreign. inC,;ttrs int IxpI'rtagribu.SinCssCs illthe Malhaweli. In the eve nt, 

extensive promotional activities \\crc carriCd Ittover 111-t3, inClUdiuct in cldaboration wvith 

Other national acencics. These eVrC sUCCessful in gencrating in gnlrting hundreds of inquiries. 

contacts, lengthy discus,,in,,. iCld \',it, and application',. I ,\,c,.'er, the cimstra(ints noted in the 

previous footnotc al mc with diticulti(-s in scClnrmlan id and at tilcs the prolcms tOf the 
tt'ive have largelyricc-ba,,cd irrication intla Mnd v\atcr is,,uc schcdulcs. appear to 

offsCt the auiticipatcd adVa nta gts. 
,Mahawcli's 


http:proccssi.ng
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Excerpts from Richard Huntington's May, 1994 
"Sustainability Assessment of MED Project" 

Sustaining the Field Business Centres 

The Field Business Centres play a major role in providing for business advisory (includingtechnology, training and marketing) services for micro- and small enterprises. They also play a majorrole in the in the credclit programs and, d-pending on the location of the Center, an important rolein contract farming arrangemcnnts. In this section, we Will discuss the institutional and financialsustainability options for tile FBCs and their services, with little mention of' their roles regardingcredit and contract farming, which will be discussCd in the ensu inrg sections. 

Present Situation 

The main organizational vehicle of the MED/EIED program, itsit has evolved over the past threeycars. is the network oiftwelve Ficld 3usiness Centrcs (FI3C) that has been established rural centrcsin the Mahawcli systCeins. They werc an important design faCiltiC in theindividual FBCs arc Project Paper and tilethe1focalpoiit's ti r dc livciv itf\IED/FIFID scvices. /Asthe project e nrphasishas shifted toward supporting the gri ilt OInicri ;kul snall eritclTi-isC.s.even more threse 1:13Cs have I)ccoiecritical to the achiCvcmcrit 1 project ptJhposes. The F13Cs have plaId a supportirig rolein the efforts to cncourige inward investment in larger Cnterpriscs. In that clfort. their role has beento follow-up and supplrt the in'vc'tnleit promotion and investor idcntification activities that werespearheaded by senior staft at NIEl)i 1El,-) headquia rtcrs in Coloibo. Relgardi rrg 1icM arid smallenterprise developlcnt efforts, by coniirast, the Field Business ('Cllt ri:; are illtie driver's seat, withback-up support required from NI-DlElll'l) headq uarte rs. With tile 111in focus o!M I-D/EI E) onmicro and small enterprise dvChpine.1 tll,tile F3Cs have emergedniechanism for MFnEDf'E'II) as the primary effective deliveryhenefits. The quiestion
activities, of fi ndi 

of providing for the sustainability of FBCing a way to assLrC the co.itirmation of their services to the c ncrging entrepreneursof their NfahawelIi hIca lCs VielS0no Casv answerus. 

The most irnportarnt and strikingi char acte ristic of these Field Business Ccntres is th.t theycustomner-orie ritcd. bIsiness-likc scrvicc operations, rather than rural g 
arc 

ervmrnnit offices. each FBChas developed, and Colitinlrcs t dCvCetip, ;Iportf'olio (f clieits. They continue
clients, helping them grow and to keep track of their
deal with mew problcmIs that are faced at stage., of* busincssdCevelopn ent. ClicIIIs are tracked ill a clicI t-bascd inforriatioi systc. Each l lient is givei a client
nilumber at the timC of the first Consllrally :1rid basic irfrinmai l (i1 the ecntcrprise and its I1Ulllbe.wr
if ellnployces is entered. Each su bseucnlt servicfi IrOiltle F13( W rh is client is siir ply reci,rdcd illthe course of business. ANy chaIgs iln the Iurninbcrs Of cIIIlIiCs (0 Tcued it)on arc recorded simplyichange of S'.:It[Isfolrill. A\dditiIiMIllv. every quarter, the NI IS pIroduccs a lisstfu r each Fl3C of,thosc clients for Vh liI it haS r'L-ci'ile-d 1] clill-,. Oaro 'status during the pirvimis six irroiths. 
lihe typical FBC is situated in prcnuiscs ii reasonuable proximity to h cal cornrr.iueiill activity ardpronrinently accessible to Clitrelrrilculrs. Thet'facilitics havc illand professional appcararCC, 

elIerill i p. asait custoner-fricndly
aid arc Ihir the 

printer, typewriters, 
niost part rcasonably Well cquippeItd with comLputcr,Iax ;rLid pIoIyow rMachinitcs. Thcy intcritimially have establishidappeararu'e of business more theciters than of govi m nt offices. Each FI3C presently has a com bincd 

http:I1Ulllbe.wr
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staff which includes one Field I3usiness Consultant and a secretary supplied under the ME'l) project, 
and between one and three Ficd of frirs from EIFDI), (me otwhomn is the director of the '13*. The 
director has a fMr-wheel drive vehicle provided by the go'e.'rnment. TiC NI I) l3IsilnCss '(Cmstllant 
has a motorbike pI vCd tilt' pitIjel. 

()ne important deCCsion inillt' dirctin of1 SUstainirbility was taken hv NIIH) in li92, namely the 
intCgration of thc NIF-) Field Busincss (Anlrc, .ith the ati\itics of tAe FI.1 Field Officers into 
onC teaill. Stalrtin,, ft on that tar, C, i insinecss 'cllrc't stiatf includd both FlD and MIE) field 
pcrsonncl, who togeteher forninlated tle annuirl %orkplanand targets to thir 111,. and tMz.ther 
Mlanage the nlonitoriln and inforrintkon system that trreks the F'tC(s rcOd in meting the.se targets. 
Th succcssful inplunicntath tio this integrallion f INiI and I["Dl) field activity lcans i:it the 
sustaillabiit.' ilUstionM to da,' is hoxi to1conMtilLue tihe activities Of tilt' Fl:13(' ninns tie Mill) p1rSOnel:lC 1 
rather than. as it rlrillt havC been, 1o',. to lind Or create \ICiolcsale an institutional homC for the 
Cntite lv oj' ct f l tetd L' :1( IriItI,,.t-l d atnIt ir ap 

fIt' ol_ tean approach take., vatrios \,orkil ilms in tilt' lC's. \\'hile the ComIll.id is unified 
,in ali I3Cs, a nnILnIer of the FI trend t divid tilt' relativeIv hca,.v workload bCtwccn tilt' FlIED 

Oliccr and the MIEl) eoisultant so that tile NI-I) conultant takes theI lead in luch of the business 
.dvicc and loan lacilitatiol, \\ok. \iile tiltl' 1111) officer ten'l, to, take the Ilead in the more 

Verlllnl-oreCilted tasks ,uch ai, set'cunii leases,. oin lne hand. Aind fai'ilitttirig the otrlgrower 
ir)ogranl'. cllliltr'iaI falll.. ,rid niedium aind laMiie sC lol I.A.IIIei-It ill the 1rc.ttlLer Wrds. 
followcing up oll directvces thatt Co.e fro ell hIarers. to help siiiooth the %\!,,' lo these Ilarcer 

f task,, is t nitu atl txirli/it irt.CntCrpliss. [his LIivisIIir liC. l ' ' l alMratiVeantaies of skills 
alld nctworks of 'ch ofticer. i, Irt rrni\crsAllv til' I0F4' tiuri. Iliic'VCer.lii st'le of oloper In sotiC, 
the FlE11 and NIFI) iiffiLers wor)lk 111 closely itl thcr. ,clixng tile full rareoff tasks: in others. 
theV havC di\ ilhed the ' tirk C()Z1rapi icall an hantIle, I iilI or a i. cit h the lit-I't s her ,,,incL 
let itiirV, CeopeCratinll on the rp)ttint a id niinilti Ii ' tank. I lovis cr. in Ilost instancs, the I1C 
staff hi:s taken the ,as Iowe of each bung \hl he O she is bCst4 stit.'d for. The inlplicatio! for 
stitainability (I this \worik pattern is that. ill the ilend A M ]'".), thle tI1"1) field stafllaLc Iot)t all 
prcp'alre.'d to take ;Vcr tilt hill Oileradtion (i1 thlir FB( 's. 

-Ihe acCoilplislihincrt" ii the Fiel d InsiniWs, ( 'entiLs are irnprc,,i\ .. /\ a typical example, the 
.ilandillruktttc I13 ill Sstm (. with mynNIl) (.risrint;rnt and oinc FIF-) officr (supporctd hy 
a NIIl) secUtary.igr), Mated I (5 n herlli time Siimall intrpi ic jib5 LIurring 1493 trtgi p iding 
advice and scr\'ic t, a total (I i.r 2(0 clients. ,\tlitiiiallv. tiy irrariglled a total ot (of) Iloans 
thrliigrl three credit \ ,,ug Sivilri:nliu Credit Societics.Il't'liiisrnis (dircctl\ it1 hinks. to banks tnimll 
aid with the Mihaw cli Vi: llri ('apitrl (" lpal\) \ a t l i i 2.-4 nMillion rpeC-,. Theywith talv\ ld 
alfsii forncd thde S=ig, and (ilcdit A,,owiatiiins \ itli i total l .15 nrtInibers, lacilitatCIf the transfer 
) ovir 3WI crMinlercial sm1all cnitrnIrise phits,. and diluctlvCelisl or far litatcd the ,trlnn;tIlnILL'ltS 

total ,if en I "(1 V, ), I ,.fir at v ti ,iI in c s in , IcrI Ittrainc 

N list iiilp)ii t ,iit.tl rc eiir(i)llsl'r) uiiits ,irC 1grillst SpIct'if trlgt'ts itlintilictd ill ldVille. fociserd 
tlltCts that IL'Slull fi1M) thteir stiategi ana lsIs Ifl tl t ' tyealrs Ill's .iiLiiit I'itlr'rliore. these 
,tiiriiplishimcrits i ;rpprr )ipltclV d, ,rrLciitcul ind nillii!i, ir+Id tltroWgh their irllipltc iiZ d I IS. 
The M IS is irlpiirt itlt a lf-in;i ierlt tIii b eCCric it cIatCs ,N ta p it d rle qn;litcrly re.'ord 
iif their accomplisliricnis vis a \is uhicir trgetsldinrig tie tn ti inidif\ thei r CHOuTrls duringt lit year 
in irdelr to achieve the desired rsutl s. 

http:ComIll.id
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Such accomplishments are multiplied twelve times, so that in total the FBCs annually assist their
client enterprises to create over 2,000 new full and part time jobs. Over one-third (3,000) of the 
total number of enterprises in the Mahaweli are clients of the FBCs (not including those clients who 
arc still only aspiring entrepre ncurs). On the 	important credit side, the FBC staff facilitate tile
submission of over 750 loans per year with a value of over 25 million rupees. This is the stream of
 
benefits flowing to micro and small enterprises that needs to be sustained for the foreseeable future
 
-- 2.000 
new jobs, Rs. 25 mil!lon in credit, advisory services to 3,000 enterprises -- year in and year
 
out.
 

What ar,- the strengths of the Field Business Centres that explain their success, and which therefore
 
need to nc maintained for the future?
 

o 	 Field LAcation MED/ElED, through these rural based centers, delivers these services
directly 	to the rural entrepreneurs out where they live and work. The full time residence of 
the MED business consuha:it and ElED officers in the Mahaweli system where they work 
also maximizes their und,.r',tanding of their clients. Of"business possibilities, and of those
business opportunities that, while attractive, are llot realistic possibilities. The Field Business 
Centres have achieved a ccrt:iil degree of local rooted nCss, even alter just a few years of 
operation. 

o 	 Facifi-s The Fl3Cs pmwide facilities and sei-'iccs to entrepreneurs that are not easily
available in these rural -tieas. Telephone lins, fax macilincs, photocopiers, and computers
biing some necessary urban type services to rural business persons. 

o 	 Mahaweli Affiliation It is alSo useful that they are associated with the Mahaveli Authority
and that part of their staff are Mahaweli officers. Facilitation with the govcrnment apparatus
is one of the important needs of micro-entreprcneurs unfaimiliar with government structures. 
This affiliation may be less important in the future, but for now, given the ubiquitousness of
the Mahawcli Authority in the systems, the affiliation is a plus. Tile role of the ElED Field 
Officers are particularly important in this facilitation. 

o 	 MED Business Consultant Witiout disparaging the competence and dedication of the 
EIED field ofticers, it is important to stress that the presence of the MED business
consultants :s important. These pcople are particula.ly well qualified and articulate. They
have an air and credeUtials that inspirc a degree of confidence on the part of local banking
officials and business persons. It would be difficult to provide persons of their calibre to 
remote 	Mahaweli areas on the public salary scale. They provide a businesslike atmosphere
and critical profcssional expertise to the FI3C. 

o 	 Planning and Management Systems The orgainiza tion of 713( activities according to an 
annual strategic workplan with quarterly targcts is an i p )rtant factor ilF3C effectiveness 
and efficiency. Not that government agencies do not have wmrkplans and targets, but such 
targets 	and directiv's in the public sector cncrally arc set at bightr levels and are han ed 
down to field personieI. There is an important sense in which the I-BCs establish their own 
t:rgets 	 and stratcgi'es for meeting them. Although tihis is tlone ilconsultatin with 
MED/EIED he adqu arters, there is an important element of decentralization ofic.sponsibility 
in the FBCs which creates a sense of "ownership" amonp the field staff. 

http:particula.ly
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A plan for sustainability need not replicate the exact present arrangement for the future, but it must 
provide in sonic way these characteristic strengths that arc responsible for the FBC's effectivencss. 

Options for Sustaining tile Field Business Centres 

TFhe services provided by the Field L3usincss CCntr's are a key tlcmnCtt ol'what wc wi!;l to conltinue 
afttr the end of the MEI) Project. and the FBCs themselves, in soe forrm, appear to be an cfftectivc 
and viable service delivery inechanism. They have steadily become more efficient and the project
have internalizcd its lcarning and this process continues. Thcrc are three options f0r stratcgics to 
sustain the FBCs. We analyzc tCrms its itndwill present and ch in of finInciA institutional 
sustainability. 

But first, it is inportant to consider somic gcncral cssons from the litcraturc on simnila r small 
buIsiness dCvelo)mCnt Cc iltlrS in OthCr parts of tile world. R iariding financial sustainability.
nowherC in the wor ld d such ce 1 t' rs.,Sei rg ruraLl entrcrltneurs and aspi ritg Clt rCpc lte i'rs survive,
flly off the fecs they clart to) their Clients. [his is repotCd to be the Case thrulghout the United 
States, in ti l nitcd Kingdom, and ill ];astCr n liiiop It is (Oi course possible ftr buhsiness centers 
to support thimsclIcs bw providing advisori-y services to privtte clic nts. but not i tihey are dedicated 
in a significant way to liepi ng new cutre-pre nettrs. In devlped countrics, small busincss centers 
survive On a cOnmbination of fees Itm service. grants from gox'ernment (nathial and/or local). suPport

ro111 local business associations and chai hers of' commuerec, or as part of, a local university (which
ailso receives t govcrnmecnt grant for ptovidirig ItheS services). In dcxClop1ing cou trics (and
etcconomics in transition"), snial business ccntelrs tend to conti niiC to rely largely oil support from 

Intcrnational donors, although not nucessarily a si igl clont r or the origirnal supporting olt, r. The 
example of the Sri Lanka BusiFncSs DcvClopineInt Centre,. a private, non profit org:.,nizatior set up
by USAID to prowide busi rCs,; serviccs to si1ial1 aidiiilicro enterprisCS, is riot eiCncOUralging. Its 
stipulated clientele is uniablt, to atfird its fces ftr SCrvic,. arid it faces fi iiancial crises as it searches 
fOr support frorii ()n external doinit'r after another. 

RegairdinIg institu tio ial ;arra nge Icr ts, there arc three corlmlon m,dcls. Smali business centtrs are 
ottern government agenilcies, proxiding flcdglimig entreprrcnurs with assistance as a iicans of" 
stre igthlning the local coHIoyllV a1d1] ass Iriring that "110V blood" contints to enter the 1,isintess 
COriiiiuinity. This is aIg0%lreiment scrvice iot uli ke the services Of' a govcriIment agricultural
extensiorn departrnnit. The slctOrCI Ct 11111imonndel is the bUSilness Mi te r as an 1o trcach pro"ramn
of a Co riiiin itv-Ibscd univtixcrsity or tOf ! VocatiOrial Cducation iIstitutt. The third coIIInmoo 
institutional Ihome for the proxisionI o such scrvics is the privaltc business associatio n Gr chilher 
of co1iiniitrcc. 

Obvitusly these f'Oris off funding and iCinstititiorial fOrnil cannot be simply replicatcd in tile Maliaweli,
lUt they serve to sm-suggt what are the likely c, istraints and realistic limitations to the sustairability
of the MED/EIED Ficld Busiress Centres. Withi n this ie rspective. lhree logical options emerge for 
the Field Business Centres: (a) FBCs serve as the field offices Of the FIll), largely funded by
government, (b) FBCs as private. for-protfit husilIcssCs se rviring Ite M'avIli and ncMarhy conmcrcial 
centers; and (c) tl'c FI3Cs as a pUtilic/prixate sector hybrid. 
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The FBC as a Governrment Service. The Field Business Centres could continue as public sector 
entities as the field offices of the EIED, providing business advisory services to entrepreneurs and 
encouraging and coordinating NGOs and other government programs to deliver complementary
business development services. This option i the direct continuation and evolution of the present
situation, and as such builds on the mon CnturnI of the MEl) Project. It is the simplest option both 
in terms of institutional arrangement and of future financing. This public sector option is 
foreshadowed to a certain extent, by the decision to integrate the programs of the ME1-D field 
business consultants and the ELIED field officers under the umbrella of lield 3usiness Centrcs. 

As mentioned above, business centers focusing mainly oi the start-up and dcvclopineCnt Of' Inicro
and small enterprises are often and ppropriatcly (given the public good nature of most of the 
services) run as government activities, with varying forms of public-private linkages, elsewhere in the 
world. Depending on the final outcome of the process of Mahaweli restructuring, the Field I3usincss 
Centrcs could either continue to be operated by EllED, or be handed over to a different government 
agency, although it is not clear just what other line ministry or ;gcncy has responsibility for small and 
microcnterprisc development in rural areas. The discussioms of the M ahawcli Restrtucturing task 
force regarding options tor business promotion activities, view it as an appropriat, public sector 
activity. 

Financial and Institutional Sustainahility. This option possesses tile strong likelihood of financial 
sustainability. The LIED field officers are already civil servants and the Field Business Centres are,
for tile most part established in government quarters. Staff salaries, office rent, equipment
maintenance, and transportation are coveted fOr the foreseeable future on tile government budget. 

This public sector option sh, lIdinclude the recovery Of' costs as a supplement to the government 
support of the FI3C. Ihe [BC sets sliding schedules Of fecs for services such as preparation of loan 
applications or business plans, hased ol tile a ilities of different categories of clients to pay, or on 
the size of the loan or proposed investment project. Experience worldwide has shown that such fees 
increase the perceived value of the services to the beneficiaries, aInd inculcate ; businesslike 
appreciation of the importance of such services. Similarly, the FBC chlarges clients for use of tile 
fax, phone, and photocopier, using such receipts for maintenance and replacement costs. Training 
courses should also charge modest fees in order to recover the costs of' rcfreshi.icnt s, hall rental, and 
preparation of special materials. 

Regarding institutional sustainiability. this publicsector option can and should include the facilitation 
and coordination of local NGOs and private business associations to carry out entrcprcneurship
training and support programs. In these instances, the role of the government FBC might be to 
provide transportation or other support to programs delivered ;and ftFildd by tile private entities. 

When considering this public sector option it is important to rc incber the reality of the Mahaweli 
as a relatively recent resettlement arc a, lacking the sizable towns, chab'e1rs o1Co1 mcrcc, community 
universities, and other institutions that normally Imigh suppo~rt a ,nrc private sector institutional 
structure for the FBC's. Also, the public sector home for the FI13Cs is aI special government division 
devoted to private sector ideveloptment. [LIED is a smnall specialized government unit dedicated to 
private sector development, rather than a large generalized bureaucracy. 
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Strategies for Phasing Out and Replacing MED Resources. Ilow, within this public sector
operation, can one effectively operate the FI3Cs without the resources of the MED Project? What 
resources can be brought in to permanently fill this gap? The challenge is to develop more efficient 
management systems, upgrade the hum an skills, and create a synergy by working more fully with and
through local associations, NGOs, and government line agencies. The follw,'ing strategies would
greatly enhance the future abilities of the FBCs to conuinue to provide the kinds of useful and valued 
benefits presently being delivered with MED support. 

Training for EIED Field 0111cers. What is required is a gradual reorientation of the roles of EIED
officers' responsibilities in the FBC, and at headqua.rters. EllED)field ofticcrs must be specifically
trained and made rcsponsible for the business advising and credit advising, activity. 

A number of the present EIEI) olficeCs are already operating very effectively in this mode, but
others presenItly CeInern thersehYs wi t 1th at tI thtt(h C ise i arc tO he dC-c rphIsized. i.e. industriW I 
parks, comnmercial farms. IclaSeS. arid So in. 1:I It he rIII(r). imotSt have Inot beeil specifically trainedfor the business advisorv role, and there has hCCn a gcneral tcideiy,, to v;Ivc[he NIE) corns'.Itant
take the lead ill that arca. It is irirpi'rirutt that each FBC' has one more or less dynanmic individual,
who has the skills to CemImand respect a iionig the C1it rcpre -i.urs alrd tile ha uk ini, officials in the 

The MED project shInUILId organizc at series of forml training sessions for the selected ElID Field
Officers. This training should stress tIte de tail is of loan applications. hIrsirness pla ns, arid small
feasibility studies, as Well as hroadcr c rTc.cpts of bLISIICSS dcvclOprnCit aNid VCn enhanced
communication skills. This formial traiiiing should he supported hy Organ izirig tle FBC workload so 
as to maximize tle oint w(lrking t g tlci rif the lEl) Officer and tle NIF'D Consultant. In this 
way the training will he l use, and the skillspt t rlic diatc g;iincd will he strengthcned. This
trainirg program \%ill need to work against the prevailing culture of trainirg for g ivernnlc nt officers
which too often involve overseas ci urusCs, aid thll little opportunity to titilize the skills upon return.
What is needed iin this case is a series (of fr ial short conurses, dclivCred irl-culitry, integrated with 
a planned program of on the job training arid assumption of lull respoh~silbility for business advising
and all tlher F13C activities. 

Mobilization of Other Resnl rcCs. C nti nuig ard enI lancing presenit trends, the I'BC.; will
coordinate and facilitate the activities of a variety of o thc r Ji risOn', and irist itat ions providiig sc Vices 
to strengthen enterprise dcvcloirent. This coordination aid facilitation role might best he put in 
thre hands (f a El lI) Officer stat i rd at tle R lN lplex iii clr svste i.. The sustainability
implications of this stra;tegy ext',eldhcyond the pIO''isiori of suppleirnelrtary rcsources. There is also 
a diversificatint Of institutiris -uriiniVIdirr husirr;s devlhOpurent srv'icCs to the Mahaweli
eritrelirerneurs. In the long run. this increases tire likelihood that bencfits froirr sormie soIIurce will;!,rays reach the Mahmweti. fi the recent past. the MASI. was not very )Cel W"hvig Other srrcto 
institutions Operating in the Nalialii, ho.wever, there is n w a real interest anrd ieginning to the 
process Of "opeCnrilrg up" the NIahrlireIi. The Other resImurccs thIat ciii be imldilized and coodinated 
arc: 

lbcal Panels of Elxperts. Ill each Systeni, or 'achi 1"BC a a nel (of exrl'ts inibusiness,
banking, and technlogies cmuld le created which c, uld periodically nreet to provide advice 
to FBC clients, and. iii tile priocess, to the ElED officers. This panel would essentially le 
a local service organization arid couII i e registered as It could also as airsuch. serve 

I 
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advisory board for the Field Business Centre itself. This arrangement would also help inform 
the panel members of the entrepreneurial activities near where they live and work. 

o Non-governmental Organizations. There arc atnumber of NGOs engaged in training and 
follow-up activities related to sclt-cmployment and tnicro-enterprisc development. Where 
appropriate, the Field Business Centres should reach agreements with locally active NGOs 
to provide serv'ices through tle [1BC. I laving these agreements tailored to the local level is 
preferred to havin a Nahavcli-wide arrangement with one povcrful NGO, as it reduces the 
political risk and increases the liversity of institutions. FIED and these NGOs could reach 
a mutually be ticial agrec m Cnts (n cost shring in support of i he activities. 

o Prikate Associations. The FBCs are currently active in forming credit societies and 
entrepreneur associations. In the futu re these associations can also serve as resources and 
means of outreach for the [13C. 

Other Governent Agencies. Incvitally, the Mahraweli area is becoming more closely
integrated with local government structurcs and line ministry services. It will b the 
responsibility of the EIIED fiel officers and the FI3Cs to facilitate and coordinate this 
process as it pertain. to enterprise divelomC-,Iin. 

Weaknesses of the Public Sector Option. The weaknesses from a the point of view of sustainability 
are the usual problems of public sector institutions in many contexts, the lack of incentives in 
compensation packages, bureaucratic proccdures;, personnel shifts regardless of training, talent, or
interest, changing priorities and politics, lack of resources (other than salaries), and lack of 
commitment. 

Through an effective program of stall training, measures to continue to increase operating
efficiencies and a carefully orchestrated phased turnover of t.'c FBCs to the best and brightest of
EIED's already strong field staff, the Field Busi ness Cc ntIrs would operate effectively. But for how 
long? The ElED field staff will be ,:,pOrtunititCs. bit bytempt'd by outside Thcy wVill bit be 
replaced by staff who did not CXliXi nnec the trainiing, management system and so on Under MED
The Mahaweli Authority may in the futiurc be reorganized, and governeli"'nt and donor priorities may
change. As a public sector institution. the [BIC will contine to be stJported for as long as 
governiniit policy en ourages rural nito.-c rte rrise dcvCIlopIerit and Co(ntract onttgrowcr programins. 

Private Sector Options and Variations. As stated earlier, nowhere in the world do siall busihess 
centers ainied at helIping new and small entreprencurs, srI rvive CeIti r ivtrorir their Ices for service. 
Therefore there is little to this to in theiCison expCct Ocecur MahalweIi. I lotever, we should 
consider at least how sini lar services might be providted to sonic MahiaweIi ntrelprenlCurs from a
private sector institutli n. MED CoUld CtoisidiCr assistiilg the CstabliislimCnt (f rcMore private,
for-profit firms, serving Mahaweli c,ntre-pre tiuIrs anil businesses inthe nC'ib Colllli'rCial towns. 
Obviously, such a firlni wMuld rely primarily oni larger, non-Maha,weli clients, but could Concivahly
also provide se-vices to sonic MallawcIi ll rciremlie.urs, SoniLc' of thC succCss stoi ics that iMiay have 
grown larger in tine. Such sCrvicC wouldte stippicillentiary to the scrvices pe rf( rrliCIby the FieId
Business Centrcs. Soie of the prseni L3.iIsi r.ss imav bI intertsted inNI-D FI id ('oisu Ita tits 
investing in such ,li1pC iatiol. In discissions withi lield businessiConsu Itatils, wC determined that 
i fully private [BC"would have fixedI iosts, inelliuding go d,1salalic', "at'rolj XiI el t(I,) rupees
per nionth. Figures 2 and 3 show the calculations of' monithly costs and capital costs. Figure 4 shows 
an optimistic estimation of revenuet. 
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Whether or not such private business centers arc %!iaHccommercial enterprises themselves is not 
clear. As with most cntrcprcneiurship there is a significant risk. Whether such cienrpriscs arc 
commercially viable and would still serve a Mahawe liclientele. directly ,r indirectly, oi partially, is 
also not clear. The option should be CxIOICd during the remaining timc l -I)Project support. 

The NIED/EIED c ..>'support such a potentil entcrprisc, as it dues itlier ItL ntial enterpriscs. hv 
working together with the potential ecnitr'LprtUIcursI nvcst irS (in this Case sonic of its own 
employces/field husinesCs consultanlt,) to design a pre investment progt ail~n PI. Fc asibilitv studies 
should be done to determnlie the StFrl.cst locations. the demand for di fCIrecnt Categories of SCIvieCs. 
and so on. An im iiiieW e hat percecnt otf this primvte FF(."s clienteleutant factor to dctrnnc o 
W in lId consist of Mahawci micro and small cnterprises. A small grant Co di hlp share the risk of 
a pilot operation. 

A variant apprmach would nci itC lor the private husiness scrice ti i sliare the space and use the 
facilities of the El- 1-)[BC. lhis ,Ii Ilreducc the monlthly fixed coSIs Of the private business 
service by approxqniatcly 30'o,. ic dci ng the risk to the privatc business consultano,whil ai the same 
tiie providing an additional valahlc and attractive resourccc to the I£FED Field Business Centre. 
Ini exchange, tile private business scrvic wo ld agr'e to provide a ccrtiln Ivi ifservice and ccrain 
types of serice tUicen- and small eiterprises of N'ahawcli settler,. The pr ivattscrvicC iiiight. forc 
instance, take the responsibility Iot irganizing and rtinning the activitiCs of the "laiiel toflExpcrts " . 

which would likely include sonic if1 its Chiuef clients froni the nIlarb ciinirnerCIial centers. 
AdditionallV, the private selViCC could oHfflr SpeCial trainin, corscs and handle a cL rtalln targetcd 
nunber of snill bUsiiss crcdit lacilitatioiiS. The It!1E) officer wOUld fOcu, his (ir her attention on 
the iW°mhaveIi clintr'Ic, ivviding direct sirvices aid coirdinat ltvitisati of N(Os, govermnent 
agincies, and this private business se'r ice which sharCs its ifiicial abole. 

-17 ied
assuring that it serve in larige nlC'astirc the int'ided bencfciarics. It could also enhance the 
This option wnuId giv liet IhE ic!Busirness cntrei a stiong cOninercial character while still 

inportant Iinkagnj bIetwen tihe sctlr entrercicurs and the wider cconomy itsripresented by the 
iciarby commercial cint'rs. 

Recoininendations for S ustaining the Field Business Centres 

MIED! El'D should implement the program for streigthening the FBCs as ElED operated rural 
business centers. This reconelnundation inicludes the staff training program and tlie efforts to 
associate other institut ions (Panels (ifcxierts, NOs. private associat ions,gove rnnie nt line agencies) 
with the FBC programs and increasideniiphasis on ciost recoviry and conti nued increase in 
cfficiencics. 

At the s lanictime. i-1)/El ll()shll hlcari onut leaSibility studi's for privati. tr-prtllt business 
service Firms in ccrai r of the most pronising locations. 3ased on the restults of these feasibility 
studies, NIIED/EEILD should take stips t SrIppiOit tile Cstablshnilc'lt of iprivate husincss scrvice firm, 
or a hybrid public/private FBC, if either option still scCins potinially viable. 
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Private Field Business Center 
Estimated Monthly Expenditures 

Salaries 

Director 
 25,000
Deputy Dir. 15,000

Secretary 7,500
Cleaner, etc. 2,500
SUBTOTAL Salaries 

Facility 

Rent 
Tclephone 
Electricity 
SUBTOTAL 

Consumables 

50,000 

5,000 
3,000 
1,000

Facility 9,000 

Stationary, Paper 1,000
Toner. ribbons. etc. 1,000
SUBTOTAL Consumables 2,000 

Transpo rtation 

Maintenance. gas 4,600
Depreciation 1,000
SUBTOTAL Transport. 5,000 

Capital Costs 

Repayments on Rs. 500,000 Loan 14,000 

TOTAL NION'rilLY EXPENDITURES 80,000 
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EIED/MED MICROENTERPRISE CREDIT PROGRAM 

Background 

One of the critical issues addri.sscd by the FI F.I)IF.I) program is access of small scale 
entrepreneurs (SSEs) to credit. ,tudiks in the late 19('s found that three oL t Of tour SSEs in 
Mahaweli considered lack of finatcc to he a major constraint to expansion. The11 main constraints 
identified were the high risks and transactijo costs associatCd witlh fOrmal financial sCctor lending 
to small en terprises. The NI'1 projct design provided that institutional solutions to these 
con.straints would he promoted t.hich lowcrcd isks and tralnSact i i coists h improving the 
crcditworthincss,, o clients. 

In the latter pa t Of if , [LFl il)NIAii ) coducted studies to asS.ss tlie tasibii iv oft" credit related 
assistance. Thcteam. while mIti ng tlat ten inm-tarm SS I credit sceetiles were being implemented 
in Maihawcli areas by formal se.'or credit institutions. contfirneld the earlier findings with regard to 
constraints oii access to these tacilitics. 

A kcy tinding was that for loans of less than Rs (0,00l(), usually fl start-ups or expansions of vcry 
small ienterprises, SSILs had relatively easy access as haaks x,ere somewhat motivated by public 
rclations and pol icy concerns and by the availability Of directed credit lines, often with refinancing 
tacilities. 

A seco md finding \.kas that tor loans in the Rs 10,000(- Rs 50t.00()(1 range, otten ticcessary for the solid 
gmi iwt Iior transf ormati t lie e ntcrprise the access of cntrepreneurs was severely limited, as banks 
placed more e ipliasis I i sccmlity and othc aSlpCCtS ol crcditworthiness. This was an important
crclit segmnent as it is the sCgliLclt in which InicrMcniltC rprisCs with one to four employees (as opposed 
to scIf-cnmplovic 1it, with less thanii one e1mphoy, or s1iall enterprises, with five to 24 employees) 
arc concentrated. 

On tle basis Of the study finridinigs it was rcconiliniRIdd that one of the services of the Business 
('criters, which werc be inrg established in 12 rural locatiris, shomuld be to assist entrepreneurs, 
particularly nicrocitcrprises, to: 

(i) access credit dircctly 10rom finanicial inistituliorIs. 

(ii) access credit from financial institutions thrmough Savings and Credit Societies (SCSs) 
along experinmcrtal lines similar to those which had been proposed in the project 
design. 

Results 

After two anid a half years ofloperation by the end mif June 1994, 2734 small entrepreneurs had been 
assistc to access credit. 80:;, by value oft the credit arranged for these entrepreneurs was directly
with financial institution; 2(); was arranged througli Savings arid Credit Socktie:,;. 
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SUMMARY OF CREDIT ACTIVITIES 
(as at 30.6.94) 

Loans submitted Loans disbursed 

No. Value No. Vahle 
Rs. Mn. Rs. M n. 

Direct 2338 59.13 1475 33.87 
(including MVCC) (79.4 %) 

Through SCSs 396 15.3 185 6.77 

Total 2734 74.43 1660 40.64 

Direct credit assistance. The Business Centers assist clients directly to access loans from banks and 
from the M ahaweli Venture Capital Company (NIVCC). The assistance, which is closely coordinated
with the activities of the banks which have branches in IMahaweli a re as and with the MVCC' office 
in Colombo, is in the form of advice in the prcparatium aid submission itf loan proposals and
docunle ns backed by complementary assistance ill the areas (if technology, marketing and busine:s 
practices. Tihe support an1d recommendations to the banks and NIVCC if thel3usiness Center staff,
who nave direct know!edge of the entrepreneurs and their businesses, raise the creditworthiness of
the clients in the judgement of tle bank staff. Under this direct lending assistance, the banks have 
a direct relationship with the small ent reprcneiur client and do not iin EWl[)/MF.Don a periodic
basis of loan pcrformance. III the Case of the MVCC. which dIoes not have offices in the field, tile
Business Centers play a strongcr role in the It ionSilp betweeII tile s1inall enterprise borrower and
the lender. Both the kinks and the NI\,'CC , .. ,,,ansinform !.. and. as mnost f ti,
entrepreneurs continue receiving otie r F3usiInCss Cerite r scviccs. pOtkitial problc ins and solutions 
are identified early. The frequent and close consuhrations between 3usiness Center and hank branch
staff' and MVCC staff are important ill maintaining satisfactory loan perfiorunance by MED clients. 

Group based credit. With regard to access iig credit throiugh SCSs, the broad franework set Out in
the project design was elaborated during 1991 in detailed disctussiois with banks, lawyers and USAID 
resulting in the prepa rat ion of legal doicumruentation and a Project Iiiiplemrue ntation Letter. In 
negotiations tile banks insisted that the programme lC developed ini a gradual fashion, to enable the
institutional capacity Of the s(cictics to be developed blefore their taking on responsibility for
borrowings and Icndings. Thus the SCS proigramme was appr(ived as a two phase programme by
USAID and the MASL in Septeniher. 1991. In the fi rst phase, Societies are foirmed and lending
from financial institutions is facilitated to lnnmber The loans are Made dircct Iy the banks to the
individual cntrcprcne urs with thie Society as a legal citity providing backing for the loans. In the
second, the Societies borrow its legal entities froii tile banks directly and omlend to their members. 

The balance of tbis report covers this grou p lcrdi n. based credit assistance of'EII D!MIED. 
(Note: early this year separate programs of gr iup Iclding, based onl societies registered under the 
Agrarian Services Act, was initiated in System C ini a program with Bank of Ccylh n, Seylan I3ank and 
the MVCC. This program, which is iii its very initial stage, is iot covered in this report.) 
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Savings and Credit Societies. 

Phase one implementation (1992 - 94). 

During the 1992-94 implementation of tile first phase of the programmne, 

- agreements were reached with five credit institutions (People's Bank, Bank 
of Ceylon. Regional Rural Development Banks of Polonnaruwa and Nuwara 
Eliya and I larmtbantota) providing for their participation in the programme. 

61 Societies vere formed with a membership f'893 entrepreneurs. 

- 54 Societies Compltcd legal registration. 

- 42 Societies tLelered into C'ollateral Eunrd ag1reeients with banks, 

- 47 Societies facilitated direCt borrowing by 396 entrepreneur members, 

- 30 Societies received disburse ments of' Collatcral Fund grants. 

MembersH,. The Societies are formed by groups Of 1(0 to 15 no-farm smllall scale Clitreprene urs, 
mainly from industry sub-sectors. including agro-processing. Of the total membership in societies 
formed, 14/%were women and 29':(' were aspiring entrepreneurs. 

Grants. The MASIL makes grants to SU's. utilizing USAID IMED fIrilds, for the purpose of 
providing partial collateral for smalleinterprise credits. The grant is made through a Me morardumii 
of Agreement (MOA) betecii the SCS and the MASI. which sets oLt the tcrmns arid the grant 
budget. The grant al1o0.il1 iIS12':, of anticipated hans, based on the estimated credit requireruenits 
of nembers. The Iaxi muin grani t per SCS is USS2,00(0I. After signing the NIOA, the SCS enters 
into a standard C MollatCral Fund Agreeinient (CFA) with ia participating bank. As of end JLie 1994. 
53 grants for Rs 2,91 9,0(i had heen approvcd bv tile MASL out of which Rs 824,434 had Ieen 
disbursed to 3(0 societies. (In addition to Collateral Eu nd assistance. SCSs are cligible tr grants up 
to US$350 for reimbursement (1fup to 5(t; of start-up ixpenses and initial operational costs. This 
facieitV has beeil usedlsparingly.) 

Collateral hind. The CFA proviCi.s that the bank will lenid up tI fivt times the combined amount 
deposited in two accounts owned by a society, oce being for tile gra nt fun1iLs, the other being for 
deposits by iiembers equivalent to 81 of the approvcd loans to me mbers. These two accounts, 
which together are rectrrcd to as 'the c(llate ral fund', earn market rates o interest. They are used 
to priviiL partial security for bu1siness hoans to a society's riennbers. 

Lman procedures. n;tls ar in ili't hy the hank subiject to the rec(ill Illnc 1idat lioll of tile society. The 
loans may not excced five times the arn1 tnt dieps itc ill tile collate ral fund. Disburse 11c fits arid 
recoveries are manageid directly by the bank with each borrower. The loans may be secured by 
business assets, inter se gtuarantees ")ftwo mcrnbcrs of the socity, and the collateral ftnid. In the 
event of default, the bank draws, lirst, the 8,, rfron the collateral [n11id: sceondly. it exhausts the 
normal legal remediis incluil ing cliins, ni tile inter sC guarantees: and. firally. it iraws reniainirig 
amounts from the collateral fund. 
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Loan terms. Loans arc made on normal banking terms. Individual loans may not exceed Rs5O,000,
and may bc for fixed or ncrmancnt working capital or both. The period depends upon the
requirements in each case. Market rates of interest, currently 20% to 22%, arc charged by banks 
on the reducing halance, with a rebate to the individual of 2 for promlpt repayment. 

Performance. After a very slow start, dLe to difficulties in Society registration and in completing the
initial legal agreements with the banks, of the end of' Jt ncas 1994: R~s 1.1 million of menibers'
savings had been mobilized and dcnositCd in banks; Rs 27 Mn. of investments by 185 enterprises
had been financed backed by NIEl) collatcral fund grants of Rs 824,434; a pipeline of an additional
211 projects was pending with the bainks: bank credits disbursed were Rs (),.8 Mn: the average loan
size was Rs 36,0(0/; 60,- of the loans were for working capital, the balance were for a mix of fixed 
and working capital; average period of the loans was 30 mc,nths; repayments on 26 loans were in 
arrears of over three installments. 

Phase one activities by Business Centers (1992-93). 

1. 	 Formation and legal registration of Savings And Credit Societies. 
2. 	 Making of legal agreements between Societies and MASL and betveen Societies and 

banks. 
3. 	 Assisting Socitics to access credit for their mnlbcrs. 
4. 	 Fostering thrift and savitn's amn1ngst memnbe rs. 
5. 	 Assisting in technical and marketing sapport to members. 
6. 	 EnCOU ra i ., god busiless practiccs alollogst Il'llbers. 
7. 	 Strengthening the internal controls of tie Societies. 
8. 	 Strengthening the institutional capacity of societies to undertake higher

responsibilities of depo sit taking alnd lending to members dui ing phase two.
9. 	 Facilitating, inmnitoring and reporting oin grant disbtursemcnits, loans and savings 

mobilization. 

Phase two implementation (1994 -

During 	the second phase, after gaining experience and financial capacity, 

the institutional development of the Societies is being deepened through the 
establishment of' second tier associations of SCSs for each Mahaweli area and 
subsequently an apex organization of SCS,. These will assume responsibilities for the 
supervision and internal audiiting necessary for the long term sustainability of the 
Societies. Already five such unions lavc beentorr ied. 

the me nbc rship is being Cxpandtld front in avcragc 12 to an average 20 per Society
to strengthen their financial viability and their capacity to serve as participatory, 
reprcsentativc bhtdics (t sill crl1 rcplcncti rs; 

the capabilities and systems of the individualt Scietits necessary to function as 
financial institutions are being dtltclopcd tiroutgh trainiig and advice provided 
through the Business Centers. 
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Societies are being assisted to enter gradually into the group lending phase of the 
programme during which they borrow from credit institutions for lending to their 
members. 

an upward review of the individual credit limit of Rs 50,000/ is being considered by 
banls for members who have satisfactorily repaid their first loan. 
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MED/EIED PUBLICATIONS AVAILABLE 

Local Market for Pickled Products (December 1990)
 

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

Crop Profiles - Spices, Herbs and Aromatics, L. Denzil Phillips (July 1991) 

Study of'the Tourism Development in the Uda Wa/awe (July 1991) 

PotntialforSilver Skin Onions in the Mahaweli, Walter Nueberg (August 1991) 

Nurserv Development oI Papaya and Mango, Papayva Growers' Guide and Technical Notes 
Pir Business Planfor Mixed Fruit Cultivation hIvestment, Ben Hatfield (November 1991) 

Dehydrated Fruit Processing Opportunities and T'rends in Sri Lanka, Wanchial Sonichit, 
(November 1991) 

An Evaluation of the EntrepreneurDevelopment Pmv'oramnies, )r. Susan l:xo and Hina Shah, 
(December 1991) 

.4romaics PIP Interim Report on Trials Es:.,/ishment, )r Thomas Davies (December 1991) 

Agro-Business Financing Review, Dennis )e Santis (December 1991) 

IntegratedFruit Diying, juicing, Pulping project - Prep FeasibilitY Stulv, Michael Smedley, 
Ben Hatfield and Wanchai Somchit (December 1991) 

Told Chain Requirements /or ida Walawe, Fredrick F:. Henry (March 1992) 

Fiehl Manual fr Processing Tomatoes, Peter Florance (March 1992) 

Processing Tomato Trials in Mahaweli System I/, Peter Ilorance (March 1992) 

Processing Tomato Dl'ials in Malhoweli SYstem C, Peter Hlorance (March 1992) 

Dried Fruit Processing in the Mahiaweli, Dr. Kamal Hyder (September 1992) 

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

Census of Mahiaweli Enterprises and Endo',ment (January 1993) 

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

An EIED publication entitled - "Inforinalion Available 'or(lie Mahaweli Investor", is 
also available at the MED Office. 


