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FOREWORD

During the first half of 2002, the Norwegian Agency for Development Co-operation (NORAD) carried out studies of private sector development (PSD) in Norway’s major partner countries. This was part of the implementation of the Norwegian overall strategy for Norway’s support for PSD in developing countries, which is to promote economic growth and profitable production as a means for reducing poverty. The aim of these studies was to  identify possible areas and explore modalities for future Norwegian support of PSD within the framework of development co-operation between Norway and these countries. These studies focused on the enabling environment for PSD, including investment climate and PSD policies, as well as physical and social infrastructure. The studies also described present areas of of co-operation and efforts of other donors, and provided an assessment of areas of co-operation where Norwegian private sector organizations or enterprises can enhance the development effects in terms of poverty reduction.

The reports were reviewed by the Confederation of Norwegian Business and Industry (NHO). NHO decided to follow up this work by commissioning a closer more detailed study of the possibilities for enhanced Norwegian and trade in Sri Lanka and Uganda. For this purpose, NHO engaged teams of consultants and representatives from Norwegian industry and trade (Federation of Norwegian Commerce and Service Enterprises, HSH). The Teams were to assess how Norwegian enterprises, through investments and other commercial activities, could contribute to PSD in Sri Lanka and Uganda. The studies were to concentrate on concrete areas and opportunities for business – to – business co-operation, and seek to identify specific business projects. Bearing in mind the obstacles to  PSD identified in the phase 1 reports, the teams may suggest areas for improvement in the present legal, institutional, and political framework conditions as appropriate. 

The teams were to analyse topics related to (a) Norwegian trade, (b)investments, (c) success stories and failures, (d) untied development co-operation and (e) technical assistance and capacity building.

The Sri Lanka study team carried out preliminary preparations in Norway in November 2002, fieldwork in Sri Lanka in early December 2002, and submitted their report shortly thereafter based on extensive interviews and review of written materials.

Oslo, 13. December 2002

Stein Hansen

(Team Leader)

Erik Hempel

Ole Hillestad

Eigil Thorberg

Øistein Andresen
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EXECUTIVE SUMMARY: CONCLUSIONS AND RECOMMENDATIONS

The NHO-study on private sector development (PSD) and prospects for Norwegian trade and investment interests in Sri Lanka, carried out in December 2002, is an enterprise focussed follow-up of the NORAD study with the same title in the summer of  2002, which primarily focused on the government and institutional setting (the enabling environment and its influence on potentials and obstacles to PSD) including how some enterprises and financing institutions viewed this enabling environment.

Following preparatory studies and literature review work in Norway and by the Royal Norwegian Embassy in Colombo in November 2002, the NHO-study team conducted some 35 interviews with Sri Lankan enterprise executives, some key private sector organizations, and a select few Government officials in Sri Lanka during the first week of December of 2002. The following conclusions and recommended actions are based on the findings from this work.

· Provided the peace and reconciliation process progresses towards political stability, Sri Lanka is among the most attractive lower middle income countries (a per capita Gross National Income of USD 830 in 2001) for private investors to consider. 

· A highly educated, easily trained and job-dedicated-, and relatively low-cost work force, an ongoing program of institutional- and tax reforms to facilitate private sector establishments and operations, a development financing sector undergoing modernization, a relatively modest levels of corruption, an effective new international port and customs clearance, a recent free trade agreement with India that opens access to this vast market from establishments in Sri Lanka,  jointly combine towards this conclusion.

· Supply of domestic capital is not a real constraint in Sri Lanka if projects are well prepared and substantiated, and if the developer can provide collateral and operates in the formal sector, 
· The leading equity investors and leading local development finance institutions make efforts to follow and/or gradually incorporate internationally accepted conventions, guidelines and directives regarding e.g. labour relations, social-, cultural- and environmental assessments as part of project preparations. They know that otherwise, foreign collaborating enterprises and supporting aid agencies shy away.
· However, Sri Lankan enterprises are behind on technological and enterprise managerial, as well as design competence, which are needed to remain or become competitive in international export markets. More than anything, such skills and training is what they seek through licensing- and joint venture agreements with foreign companies.

· Support for incremental infrastructure investment costs to counter excessive market access obstacles can also be provided over the supplier country’s aid budget.

· The development co-operation instruments of most OECD countries – including Norway – include such aid instruments as aid-supported development finance institutions (e.g. Norfund) established to invest and bring along foreign enterprises to developing countries, and financial support (NORAD) for training of technical and managerial staff in the necessary skills such as design, and operation and maintenance of machinery and equipment imported as part of a foreign investment, whether it is fully owned by the foreign company or it is part of a joint venture investment.

· In the case of Norway, access to such aid financed support shall not be an obstacle to an investment in Sri Lankan job creating/poverty reducing enterprises, provided the above developmental soundness conditions are met. 

· Norway imports annually products in amount of some 90 million NOK from Sri Lanka. In per capita terms, this is equal to German imports from Sri Lanka. This is somewhat surprising, in view of the dominance of German visitors to Sri Lanka in the official foreign visitor statistics. Among the Nordic countries, Norway is the most visible country in terms of visitors to Sri Lanka.

· Sri Lankan producers visited during this study expressed a strong need for access to  the designs that are in demand in the export markets, and to the know-how to adopt, apply and produce these designs, and perhaps develop them further, so that they can hit the targeted markets more effectively.

· Second hand machinery and equipment are available at very reasonable prices from OECD-countries, including Norway. Sri Lankan enterprises interviewed unanimously expressed a genuine interest in accessing such gear, along with appropriate training in the operation and maintenance of it. 

At the sector specific level, the meetings with Sri Lankan corporate executives in December 2002, has confirmed, strengthened and articulated the more general conclusions of the NORAD NIS report based on the meetings with institutions and government agencies (plus a small number of corporate executives) in June 2002. The NHO study  conclusions as regards sector activities that appear to hold good prospects for Norwegian corporations, either as direct wholly owned investments, as take-overs or as joint ventures with Sri Lankans, can be summarized as follows:

Sri Lanka suffers from a power shortage. New capacity must be added and old power plants could be upgraded through rehabilitation. The power sector is undergoing major transformation organized as a three-phased unbundling adjustment with technical assistance from the Asian Development Bank (ADB) to a.o. determine the regulator function. 

· Once unbundled – perhaps in two-three years time – Norwegian frontline expertise with extensive relevant developing country sector expertise on institutional set up and how to operate within whatever regulator arrangement is chosen (multi-sector or single-sector)  could be mobilized from e.g. NVE, and funded by NORAD in a co-financing arrangement with ADB where Norway takes responsibility for operationalizing the regulator functions.

· SN Power Invest (jointly owned by Statkraft and Norfund) is interested in buying into old large (400MW) Ceylon Electricity Board (CEB)-owned hydropower plants, rehabilitate and upgrade them, quite possibly using Norwegian technology and equipment,  and operate them effectively via the training of local staff.

· Several Norwegian suppliers could be interested in acquisition and/or construction of small and medium scale hydro-power plants. If well planned and documented, one would expect that local development finance institutions such as DFCC would be prepared to take on the financing of such investments.

Sri Lanka’s fisheries and aquaculture industries are facing problems in several areas. Domestic production of seafood is inadequate in relation to domestic demand, and the country does not produce high value products for exports. Fishing harbours need to be improved, an ocean-going fleet needs to take control over its fishing grounds, and the aquaculture industry needs to develop its potential. Processing needs to be established and particularly the production of dried fish for domestic consumption needs to be increased.

Based on the NHO-Study Team findings in Sri Lanka related to potentials and obstacles for Norwegian investments, trade and collaboration in the fisheries and aquaculture sector. Based on these, a number of potential projects have been identified within the following main fields:

· Physical infrastructure: Developing the fishery- and aquaculture infrastructure, especially fishing harbours, and the handling capacity for catch and products

· Institutional infrastructure: Regularly updated resource surveys, regulatory framework, and institution building; Norway has much to offer in all these areas.

· Production: Both within inland fisheries, marine fisheries, and aquaculture, Norway has much to offer in all aspects related to production;

· Processing: Modern processing methods, technology and procedures need to be introduced in order to increase production, improve quality and gain access to world markets. Norway can offer marketing, managerial and technical expertise, associated training, as well as complete plants and equipment at very favourable prices.

Potential projects are described in the main report, chapter 3, below. In some cases, both Norwegian and Sri Lankan potential co-operating partners have been identified, and in some cases these need to be identified. Investors also need to be identified in both countries.

In the follow-up of this report, each project should be subjected to a closer scrutiny with regard to participating parties (companies), and a preliminary feasibility study should be undertaken for each project to give an idea of investment needs and economic potential as a basis for decisions whether to engage in a costlier full-fledged feasibility study. 

The NHO-Team visited close to twenty corporations active in producing- or preparing to produce for the export market. This included service sector corporations covering a wide range of activities related to: 

· Tourism development (hotel construction and operations, transport to/from and within Sri Lanka by all means of transport, establishment of theme parks, travel agency operations, cruise operations in the Indian ocean ),  

· Logistics and freight forwarding, freight of Sri Lankan exports of e.g. tea, to the Middle East, and taking further advantage of the very competitive Colombo container port which is the major such hub in South Asia.

· Ocean-based passenger transport, e,g. to relieve the slow and congested roads along the west coast, and as a means to follow up on possibilities for increased trade with India  stimulated by the recent bilateral Free Trade Agreement. 

· Furthermore, these visits also included what can be called light industries with an export- or import substitution orientation, such as designer fabrics, garments, toys, personal hygiene articles, computer software, office- and home furniture, wooden component for pleasure boats and cars, or components to such production abroad, art decor for billboards and publishing

· These local export-oriented corporations have gradually adopted- and adapted to international production- and product standards, labour market conventions and regulations, environmental controls, and the various audits required by the importers and end users in the OECD markets.

1.
STUDY BACKGROUND.

The Norwegian Government has presented an overall strategy for Norway’s support for private sector development in developing countries. The main objective of the strategy is to promote economic growth and profitable production in developing countries. This is essential for effectively contributing to poverty reduction.

Part of the implementation of this strategy has been NORAD’s studies of private sector development (PSD) in major partner countries in the Norwegian development co-operation. 

The NHO-study on private sector development (PSD) and prospects for Norwegian trade and investment interests in Sri Lanka, carried out in December 2002, is an enterprise focussed follow-up of the NORAD study with the same title in the summer of 2002 which was one of the above-mentioned NORAD PSD-studies. This NORAD-study focused on the government and institutional setting (the enabling environment and its influence on potentials and obstacles to PSD) including how some enterprises and financing institutions viewed this enabling environment.

Following preparatory studies and literature review work in Norway and by the Royal Norwegian Embassy in Colombo in November 2002, the NHO-study team conducted some 35 interviews with Sri Lankan enterprise executives and a select few Sri Lankan Government officials in Sri Lanka during the first week of December of 2002.

Norway’s trade and private sector co-operation with Sri Lanka is rather modest. Imports amount to  NOK 90 million from Sri Lanka. While this is a rather modest volume in absolute terms, this is about the same amount per capita which e.g. Germany imports, see the ” Sri Lanka Exporter” journal, Nov. 2002 , page 5. for additional inter-country comparisons.

The study examines areas where Norwegian enterprises and institutions , through investments and other commercial activities, could contribute to PSD, technology transfer and poverty reduction in Sri Lanka. It focuses on concrete business – to – business co-operation opportunities including specific projects, but at the same time it suggests areas where Norway can contribute to improvements in the present legal, institutional and political framework conditions as appropriate.

The analysis covers identification of:

a. Possibilities for enhanced bilateral trade.

b. Possibilities for various forms of concrete PSD investments

c. Concrete examples of success stories and failures for the two countries to learn from

d. How Norway’s PSD-co-operation fares compared to those of other “likeminded” donors in terms of  the many non-profit assessment criteria now being increasingly applied (e.g. environment impact, corporate social responsibility, bidding procedures),

e. Areas where Norwegian PS-representatives may provide technical assistance to facilitate and promote PSD. 

2.
THE PRIVATE SECTOR ENABLING ENVIRONMENT IN SRI LANKA

The Domestic Framework

This report in many ways represents a second phase of the NORAD NIS study for Sri Lanka based on field work and an extensive agenda of meetings with government authorities, private sector organization representatives and development cooperation agencies in Sri Lanka. That report was published in September 2002
 and is very much focused on the key determinants of private sector development, starting with the development and “health” of macro-economy, the legislative setting (the rigid and cost-escalating labour laws, the slow progress of labour market reform measures, the commercial laws, the banking laws, the very bureaucratic and slow land administration, titling and tenure process which hampers business people in their efforts at raising collateral for bank loans,  the land acquisition practices which have constituted Government confiscation of private land for e.g. infrastructure development, and therefore hampered such development because landowners have taken the government to court to have compensation verdicts challenged and improved, etc), for PSD, the extent and role of corruption and governance, the financial management and the bank sector, the work force and skills development covering both technical, vocational and business education and training, and not the least, the business support and business development services provided. 

The NORAD-study also discusses the present state and the prospective development of the supporting physical infrastructure (roads, railways, air transport, ports and shipping, power supply, telecommunications and water) that any investor would consider crucial to being competitive when exporting from Sri Lanka. The conclusion is that outside of the Colombo area, such infrastructure represents a real bottleneck many places, but there are examples of companies that have managed to overcome such obstacles and conduct profitable export businesses in remote areas. 

With the recent WTO conditions in place and the new Free Trade Agreement with India, the external conditions for trade with OECD markets and with India have become clarified for the future, and the India Free Trade agreement opens great possibilities for foreign investors to enter the India market more easily via Sri Lanka.

The study concluded that while there is a lot of potential for improvements and streamlining of legislation, institutional and administrative processes and procedures, improvements have taken place in a number of fields to make government settings more PSD-friendly. Equally important, when potential foreign investors consider Sri Lanka relative to neighbouring countries with similar labour costs and infrastructure, they find Sri Lanka comparatively favourable, and this competitive advantage could improve substantially if the belief in a lasting peace becomes widespread. 

The Board of Investment (BOI) has been established to provide a better enabling setting for investors and BOI approved companies clearly experience favourable conditions and easier red tape. Gradually, non-BOI companies are being provided the same privileges so as to remove discriminatory practices. The same applies as regards the conditions pertaining to companies locating inside or outside export processing zones. The Ceylon Chambers of Commerce (CCC) is an active and influential lobby organization serving its private sector members by convincingly influencing the policy decisions on the PSD conditions such as regulations and the tax regime.  A number of other private sector organization actively serve their members’ interests and provide business development and support services to upgrade their members towards functioning more efficiently in the formal economy. This includes training in accounting and work ethics. Auditing is still in need of improvement.

Annex 3 of  this report provides the practical details on the requirements for investors considering establishing and operating  a business in Sri Lanka, as well as the latest tax regime information and dispute resolution approaches.

Multilateral and bilateral support of private sector development in Sri Lanka

The major donor funded projects and programs in PSD can be divided in support measures directed at the micro level or enterprise/entrepreneur development, support of institution building and capacity development to improve the enabling and regulatory framework, and infrastructure services for PSD. Sources are Ministry of Economic Affairs (data from 2000) and the Poverty Reduction Strategy Paper (PRS) (2002).

Donor support to PSD at the micro level is mostly directed at rural development, i.e. agricultural development including transforming of plantations, and fisheries development including coastal resource management. Most heavily involved is ADB but bilateral donors are also registered. If the district development programs (REAPs) are included, the bilateral donors involved in primary industries comprise Japan, Sweden, Netherlands, Germany, and Norway in addition to IFAD.  IFC supports agricultural marketing. ADB as well as Japan, Germany and Sweden support separate fisheries development initiatives. Micro-credit services, mainly to empower the poor to better manage risk, are primarily provided by ADB, Japan and Canada. In addition, a number of NGOs are involved in support of the very smallest entrepreneurs with financial services as well as various forms of business-related training, product development and marketing in a local setting.

SME development is supported by ADB, World Bank, UNDP, Japan and some unidentified bilateral donors.  It is not possible to identify to what extent BDS or BSS are included in these programs. However, many donors support various schools and institutes of education or training (World Bank, ADB, UK, Japan, Germany, Norway). Vocational and technical training are supported by Norway, Germany, ADB and the OPEC Fund. No donor support of education in marketing and business management is identified. There has apparently been a marked increase in donor support for SMEs in the last couple of years.

ADB, IMF and World Bank are heavily involved in support of financial management reforms (revenue and public expenditure) and economic reforms (trade and investment policy, labour market legislation, financial sector reform, public enterprise reform). Institution building in trade related programs is provided primarily by the World Bank and Asian Development Bank, but also UN/UNIDO and bilateral agencies such as USAID, SIDA, CIDA and NORAD. Japan and Germany also provide bilateral support. Industrial and tourism policy receive support by several bilateral donors, ADB and UN agencies. Legal and judicial reform is supported by World Bank.

ADB, World Bank, Japan and Germany are involved in power sector reform. ADB, Japan, Sweden and Norway cover rural electrification.  Also involved in the power sector are UK, Korea, and Germany.  ADB and Japan are dominant among the donors. Improving access to telecommunications services is supported by Japan and IFC whereas Japan, Sweden and Norway cover internet connectivity. Japan supports the largest programs. Water resource management is an area that involves ADB, Norway, Japan, Netherlands, and EU while ADB, UNDP, Japan and Germany support better water supplies, sewage and sanitation. Roads development is supported by ADB, Japan, Sweden, Kuwait, and Korea. Ports development is covered by ADB and Japan. 

The company-oriented PSD activities of the other Nordic countries in Sri Lanka are minimal. Neither IFU of Denmark, Swedfund or Finfund have Sri Lanka as a priority country. Germany, on the other hand, is among the most active supporters of PSD through a long lasting GTZ-technical assistance project to promote PSD, see the box below.

The Sri Lanka - German Private Sector Promotion Project

This German Ministry  of Economic Co-operation and Development (BMZ) and German Development Co-operation (GTZ)-financed project started in 1994 with a ten year horizon, but is likely to be extended. This is primarily a technical assistance project with the Sri Lanka Ministry of Enterprise Development, Industrial Policy and Investment Promotion as recipient government counterpart. It assists private companies in export marketing, enhancing of productivity, quality improvement and co-operation with European – particularly German – companies.

The project has an SME-focus on sectors such as rubber, footwear and leather, and provides widely known and respected  sector experts from Germany with strong networks in Europe and up-to-date technical know how to assist Sri Lankan enterprises as door openers with product mix, designs and market penetration abroad (trade fair participation, promotion tours, etc). However, the project does not assist with plant or machinery investments.

Among the hundreds of German private sector investments in Sri Lanka, most are fully owned German companies under BOI conditions which means that they avoid customs and can clear containers in 24 hours. For BOI companies the customs do not represent an obstacle and undue (corruption) cost item. The project is now also promoting joint venture projects. Established German companies are the best references to encourage new German establishments in Sri Lanka.

Establishing in an export processing zone  (EPZ) is attractive for BOI companies because they experience industrial cluster synergies, and they can stay free of the most aggressive and fundamentalist among the trade unions. At the same time,  these industries often find it advantageous to encourage formation of local trade unions within their companies.

The project experience is that a lot starts by accident, i.e. a German tourist happens to be a business owner and happens to meet someone while on holiday in Sri Lanka, and initiatives are taken from there.

The project is backed in its day-to-day operations by a German consulting firm: Integration International Management Consultants GmbH, Frankfurt, and their Colombo-based senior technical consultant is Bernard Hettiaratchi, who can be reached by e-mail at: psp@panlanka.net
Norwegian PSD-development co-operation with Sri Lanka: A brief overview

The main priority areas for Norwegian development co-operation with Sri Lanka have been identified as peace and reconciliation including human rights and good governance, and economic development through productive sector development and sustainable employment. Gender equality and environmental sustainability are crosscutting concerns. Financial and technical assistance in the private sector is directed at SME development, IT development, human resources development (HRD) (competence building), good governance and institutional capacity building. The programs, including those in the planning stages are presented in the boxes below, with further details in Annex.

The Matchmaking Program (MMP) for Sri Lanka

The MMP facilitates the establishment of joint ventures between Norwegian and Lankan enterprises, first of all SMEs, and supports joint ventures, outsourcing, licensing, long-term project co-operation in most sectors where competitiveness is in place. The concept is to foster technology transfer, and exchange of management and business skills through assistance in the formation of business partnerships. The MMP targets long term investments and excludes pure export/import projects. By means of an extensive network of enterprises in the two countries, search for enterprises that can be matched is conducted initially by means of circulation of business profiles, to be followed up with site visits. If and when interest is expressed, various financial support modalities are available to facilitate the process towards a match. In the Norwegian part, the MMP is the administrative and financial responsibility of NORAD but the day-to-day operations are executed by a private consulting firm in Norway (NB-Partner AS), with CCC as the local contact point). Since its beginning in the mid-1990s, 154 Norwegian and 132 Lankan business profiles have been received, and more than 100 matches made. So far, the MMP has resulted in 25 successful joint ventures, USD 16 million have been invested and 1700 new Lankan jobs have been created.

The experience summarized in evaluation of the MMP suggests the following critical success factors:

*
The project must be commercially interesting for both involved parties

*
The technology and/or transfer of competence must be of interest to the receiving country

*
Sufficient equity and capital for risk-taking must be provided 

*
Sufficient management resources for project development and implementation must be in place

*
The participants must have international business competence

*
There must be flexibility to understand cultural differences

*
Strategic decisions must be left for the Board to take

Detailed MMP information in Norway is available from NB-Partner, inge.reithaug@nb-partner.no and in Sri Lanka from CCC Consulting Services (Pvt) Ltd. on www.norlankabiz.com 

NORAD provides several support facilities for the MMP which are also available for other Norwegian companies seeking to start a business in Sri Lanka either on its own or as a joint venture. These financial support instruments include:

· Partner search support

· Travel support to meet potential partners – pre-feasibility study support

· Feasibility study support

· Workforce training support

· Support for infrastructure investments

Some Norwegian initiatives to promote PSD 

Norway – Sri Lanka Industrial Networking Project

NORAD assists CCC in identifying business interests and promoting joint business ventures between Norway and Sri Lanka. The above-described Match-making is the key activity of the project. 

Norfund

NORFUND is the Norwegian Risk capital Fund for Developing Countries established for operation from 1998. NORFUND has chosen Sri Lanka as one of its co-operating developing countries, and started its involvement as investor with USD 5 million in a local venture fund, to invest in SMEs, and as direct investor in the energy sector where Norwegian investors are partners. The NORFUND concept is to enter potentially profitable projects during a critical phase of the project cycle with risk capital where others may shy away due to the risk profile. It is not part of the ODA budget, but complements the ODA-financed PSD modalities. In Sri Lanka, Norfund offers capital through a local venture fund, Ayojana, and plans establishing a new fund for equity investments. Both through the Aureos fund management company located in London (jointly owned by  Norfund & CDC of the UK).

Quality assurance (standardization/certification) in selected export industries through UNIDO 

The main focus is on development of an industrial metrology laboratory and laboratories for rubber/plastics and textile/apparel.  Other components include development of local competence and capacity to comply with international environmental standards and improvements of laboratories for quality testing in the food and leather industries.

3.
FISHERIES AND AQUACULTURE SECTOR: 

OPPORTUNITIES AND CONSTRAINTS

Projects identified

The field work of the NHO-Study Team has led to the identification of a number of opportunities for Norwegian investments, trade and technical assistance to facilitate development in Sri Lankan fisheries and aquaculture. These fall into several categories:

· Physical and institutional infrastructure 

· Production (fisheries/aquaculture)

· Processing

The infrastructure projects do not fall within the framework of the private sector, but are nevertheless important if the industry shall develop. Consequently, we shall mention some of the important prerequisites for a total development within the sector.

Physical and institutional infrastructure 

A.
Resource survey
One of the basic problems of Sri Lankan fisheries is that they do not have an updated survey of the fisheries resources. A survey was done in 1994 – 96 by three modified fishing vessels, but this was a limited survey. Requests to have R/V “Dr. Fritjof Nansen” do surveys in Sri Lankan waters have so far not materialised, as there is a great demand for the services of this vessel. 

The possibility of undertaking a survey using 1-2 Norwegian multipurpose fishing vessels was discussed. However, researchers would also have to be included to supervise the survey and to interpret the result. 

Proposed action:

· The mentioned possibility should be discussed with NORAD, Havforskningsinstituttet and FAO. In addition, Norwegian vessel owners would have to be contacted to see if any such vessels can be made available for a period of up to two years.

B.
Fishing harbours
There are nine fishing harbours in all in Sri Lanka, but only one is a deepwater harbour (Colombo). These fishing ports were constructed under an ADB programme, and mostly in the south of the country. On the west coast, the main fishing port is in Negombo. The large Negombo lagune has, however, been totally polluted and spoilt over the past 20 years. There are now plans to establish a new fishing port closer to Colombo as a replacement of the Negombo port at Dikkowita. The proposal is somewhat controversial with regard to the choice of site. A feasibility study has been produced, but may have to be updated. 

The main problem with the existing ports is that they are too shallow (< 3m depth) for ocean-going vessels to use. Government policy calls for more focus on catching species such as tuna, marlin and swordfish, but this will require larger vessels.

The ADB is presently preparing a follow-up of harbour development, but has planned only minor improvements with regard to the water depth. In two new fishing ports planned, the depth will be about 5 m, which would be an improvement, but probably not enough to service larger ocean-going vessels.

C.
Institutional development
Sri Lanka fisheries are today under pressure from a number of sources. Foreign vessels exploit the country’s fishing grounds and displace Sri Lanka vessels. Because of the war, night fishing has not been allowed, but at the same time, Indian vessels have been fishing at night very close to Sri Lanka shores. Large vessels from Japan, Korea, Taiwan and China have been fishing the open seas within Sri Lanka’s EEZ (Exclusive Economic Zone). Furthermore, corruption has grown and is creating major problems for further development. 

There are some 200,000 fishermen in the country, but they are not organised in any way of a national basis, although some local associations do exist.. It seems there is a need for a national Fishermens Association to work for their common interests against the pressures that are threatening the industry. 

Recently, it was announced that the ADB is funding a large project: Aquatic Resources Development & Quality Improvement Project. A Project Management Office (PMO) has been set up under the auspices of the National Aquaculture Development Authority (NAQDA), and a call for “Expression of interest” has been issued, and according to the Project Director, a shortlist of consulting groups to be invited to bid for the project has been made, but it is not yet announced by the Ministry of Fisheries and the ADB. A Norwegian consortium has submitted such an expression of interest, but is seems unlikely that this group will be awarded the project, as there are considerable political aspects involved. The Norwegian group consists of Statkraft Grøner, Akvaplan-Niva and KPMG Consulting. 

The project will include the following components where there is considerable relevant high-quality and experienced Norwegian expertise: a) Inland fisheries and aquaculture development; b) Fish quality improvement and marketing; c) Facilitating access to credit; d) Institutional strengthening; and e) Project management. 

Production

A.
Rainbow trout farming

Sri Lanka has several waterways in the high mountains. During the British colonial times, trout was introduced in these waterways for sports fishing. A hatchery for rainbow trout was set up as early as 1883, and was in operation until 1933. 

The water quality is very good, and at the elevation of 1800 – 2000 m, water temperatures are constant at 11 – 14oC year round. 

Salmon and trout have been introduced to markets in South Asia as well as South East Asia, and demand is growing. Sri Lanka has a trade agreement with India that allows exports to India at zero import duty. This opens for an opportunity to produce freshwater rainbow trout for exports to this vast country, and offers a price advantage compared to other producers. 

In Sri Lanka, the company A.J. Fishing Industries Ltd has launched the idea of this project, and will therefore play a major role at least in the initial stages.

Proposed action:

· A preliminary study of the possibilities for trout production should be undertaken in co-operation with Norwegian trout producers to determine whether it is technically and biologically feasible to set up a production plant in the mountain regions of Sri Lanka.

B.
Tilapia farming
Tilapia has been farmed in Sri Lanka for several years. In the beginning, red tilapia was the preferred species, but in recent years there has been a switch to Nile tilapia. 

Tilapia can be grown in earth ponds, raceways or in floating cages on water reservoirs and lakes. In Sri Lanka, there are possibilities to engage in both pond farming and floating cage farming. 

The Small Fishers Federation (SFF) is a non-profit, non-governmental organisations involved with improving the lot of the small fishermen and –women in Sri Lanka. The Federation is involved in a number of projects such as The Operational Framework of Fisherwomen Economic Resources Centres, and in small-scale aquaculture, mainly in-land fish farming.

At present, the Federation is planning the conversion of an existing facility of fish breeding into a profit oriented venture in Inginiyagala. The Norwegian Embassy has supported the Federation with funds to undertake a feasibility study of the project. 

Inginiyagala Fish Breeding Centre was established in 1976, but operations were closed down in 1989 as a result of a change in Government policy. The Centre was then used by private interests for various purposes other than inland fishery development. In 1992 NAQDA (National Aquaculture Development Agency) took over the Centre from private interests and spent a considerable amount on up-grading the facilities and produced fingerlings for local small-scale aquaculture producers. However, the bureaucratic management structure introduced was not particularly efficient, and the SFF became involved in an effort to involve local stakeholders more directly and thus improve the efficiency of the Centre.

The project will produce tilapia for on-growing in ponds as well as carp fingerlings for release in local water bodies (for re-capture) The facilities include: 

	Ponds/size
	Number
	Utilisation
	Production target

	1000 m2
	6
	Fish broodstock management
	

	750 m2
	10
	Tilapia seed rearing
	0.2 million

	750 m2
	14
	Carp seed rearing
	0.3 million

	12 m2 (nursery ponds)
	20
	Red tilapia rearing
	

	24 m2 (nursery ponds)
	15
	Common carp breeding and other exotic carp seed rearing
	


Grow-out of tilapia is proposed in floating cages on water reservoirs and local lakes. 

The approach chosen by SFF is one of profit oriented production of fingerlings and food fish by involving the stakeholders in the local community. The proposed project will integrate this production with other local, economic activities such as production of feed for poultry farming and production of ornamental fish. The project will also seek to improve local infrastructure and to co-ordinate the activities of the Centre with the extension services.

The proposed project will include investments in land, ponds, machinery and equipment of Rs 11,7 million, plus a working capital of Rs 4,6 million, bringing total investments to Rs 16,3 million in Year 1. Projected sales will grow from Rs 4,4 in Year 1 to Rs 14,1 in Year 5, and projected profits will grow from Rs 748.000 in Yrea 1 to Rs 9,1 million in Year 5. 

Proposed action:

· The follow-up of this project will have to involve identifying a suitable Norwegian partner, and to undertake an evaluation of the feasibility study.

C.
Shrimp farming
The shrimp farming industry of Sri Lanka was on its way to grow when the war broke out 20 years ago. While it is said that the war contributed to a halt in this growth, it is more likely that disease problems were more to blame. Production statistics show, however, that production is higher today than 20 years ago, and it is growing. There is renewed interest in shrimp farming among farmers and investors, but a rejuvenation of the industry will be contingent on changes in management procedures and especially water quality management. 

One major problem with the shrimp farming industry is that as much as 40% of the farms are “unauthorised”, i.e. they have been established without approval by the authorities and are operating without adhering to the rules and regulations. Emissions and deposits from these farms are spreading disease and causing pollution of the environment.

Consequently, it will be necessary for the authorities to put an end to the illegal operations and to gain control over the industry. Otherwise one might expect re-occurrence of disease pandemics and pollution problems.

The Department of Coastal Conservation (DCC) is responsible for the coastal zone, which is defined as 200 m into the see from the low tide mark, and 300 m inland from the high tide mark. Thus, the DCC’s jurisdiction is a very narrow one, but it does include the area where most of the coastal aquaculture takes place. In particular, shrimp farming falls mainly within this jurisdiction.

DCC has been responsible for the development of a Coastal Zone Management Plan (CZMP), first in 1990, and then updated in 1997. At the present time, the CZMP is being updated again, and it will be updated at five year intervals in the future. The 1997 update did not include much on shrimp farming, while the present update will include information on shrimp farming and other coastal aquaculture. The 2002 revision of the plan is funded through a grant from ADB. 

Proposed action:

· So far, we have not identified one specific project, but we suggest that this be done in order to develop a project proposal, for example focusing on disease elimination. Furthermore, a Norwegian partner must be identified, as well as the Sri Lankan partner. NORAD’s office in Colombo may be helpful in this process. 

D.
Shrimp farming: water circulation project
With internal peace within view, the main problem of water quality management has been addressed by the Norwegian company Hobas Management AS, which has undertaken a feasibility study funded by NORAD. The study concludes in a proposal to introduce water circulation technology in shrimp farming. 

Hobas has developed an aeration system that is used to improve the water quality in aquaculture. The company now wants to test the system under local conditions, and has proposed the setting up of a pilot project in Chilaw on the west coast of Sri Lanka together with the National Aquatic Resources Research & Development Agency. A letter of intent to this effect has already been signed. Ponds as well as water, trained personnel and know-how shall be provided by Water World International (Pvy) Ltd. 

The project is viewed with a great deal of positive interest by several institutions and persons contacted, including the FAO, CCD, NARA, NAQDA, and A.J. Fishing Industries. 

Proposed action:

· It is suggested that support be given to Hobas for the implementation of the project, and that NORAD as well as other Norwegian authorities communicate this to the proper Sri Lankan authorities. This project is far advanced in the planning stage, and is very close to implementation.

E.
Shrimp feed production
It is now expected that several non-operating shrimp farms will resume operations. This will lead to an increasing demand for shrimp feed, which to some extent is imported from other countries in Asia (Thailand, India, Malaysia, Taiwan, China). 

Obtaining raw material for shrimp feed production is a challenge, as the amount of fish landed in Sri Lanka is relatively small (ca. 300,000 tonnes per year). However, it is possible to use waste from fish processing as raw material, and this possibility should be explored further. For example, if the tilapia farming industry is developed, and this industry is producing for exports (fillets), there will be considerable amounts of waste from the filleting production. This can be used as raw material for shrimp feed. 

Although production of shrimp feed may be somewhat into the future, the possibility should be kept in mind. 

The Sri Lankan company Aqua Service Hatcheries Pvt Ltd  (ASH) is presently producing PLs (post larvae) for the shrimp farming industry. Present production is running at about 40% of capacity. Total capacity is 100 million PLs per year. The company is serving about 300 shrimp farms in Sri Lanka.

As the company is supplying one major input to the shrimp farmers, it is now looking for expansion possibilities, and is considering starting shrimp feed production. The company already has a logistics setup to serve the farmers, thus adding new products to its line would better utilise its infrastructure. 

For the feed production, ASH would need a partner that could provide the production technology, fishmeal and fish oil, and capital. ASH does not itself possess the technology or know-how in feed production, but has an established distribution system and access to the market, i.e. the shrimp farmers. 

Proposed action:

· A Norwegian partner for the project must be identified and contacted, and a pre-feasibility study should be made. 

Processing

A.
Quality improvement in fish processing: dried fish
Dried fish is a major commodity in Sri Lanka, but domestic production is very low. About 75% of consumption is based on imports, mainly from the Maldives. This adds up to some 30,000 tonnes per year. The Ministry of Fisheries and Oceans is currently considering putting a “ban” (i.e. high import duties) on dried fish, but can probably not do so unless a domestic source of supply is developed. 

A series of small-scale drying operations were discussed with various partners, such as the FAO. 

Each project or unit would consist of a gutting and splitting operation to be done manually, plus one drying unit (containerised) capable of producing some 6 tonnes of dried fish per day, and a storage unit. Total investments are estimated at USD 250,000 (excluding land). 

The energy supply for such units has been discussed with Lanka Transformers Ltd. Lanka Transformers can supply power generators based on fast-growing softwood that can be grown by local farmers. The capacity of these units may vary from 50 kW to 500 kW. The cost of setting up such a plant is estimated at some USD 500,000.

Proposed action:

· In the follow-up, both Sri Lankan and Norwegian partners for this project must be identified (in addition to Lanka Transformers Ltd). A pre-feasibility study should also be undertaken.

B.
Quality improvement in fish processing: frozen fish
The processing sector in Sri Lanka is little developed. This is partly because of supply problems. However, Sri Lanka has a very “trainable” work force, it has ample supply of labour, and labour costs are low. Keeping in mind the development of the Chinese fish processing industry, which is importing frozen round fish from Europe, processing the fish in its very modern plants, and shipping the processed fish to world markets, a similar setup could be contemplated for Sri Lanka in co-operation with Norwegian seafood processors. 

Norwegian seafood processing plants are being closed down in great numbers because of loss of competitive edge, particularly due to high labour costs for the present installations. These plants are, on the other hand, excellently suited for operation in countries with low labour costs, such as Sri Lanka. At present, a number of the bankrupt plants in Norway are being sold either as scrap iron or at very low cost to developing countries. 

It should also be mentioned that a number of Sri Lankans are working in this industry in the northern part of Norway. If the peace process presently under development is successful, many of these may want to return to Sri Lanka. They would be valuable in building up the seafood processing industry, as they have already been trained in Norway. 

By buying such plants, overhauling them, and shipping them to Sri Lanka, a considerable processing industry could be established in the country with Sri Lankan labour and Norwegian (part) ownership. Raw material can be imported from Norway and other north European fishing nations for processing in Sri Lanka and shipment back to the European market.

The local Fishermens Association in Negombo has expressed an interest in this project, and has already purchased land on which to build the plant. They need additional capital for investment in plant and equipment, and they need technical expertise to build and run the plant. A training program would have to be incorporated into the project in order to prepare the local interests to run the project on an independent basis in the future. 

The primary local partner in Sri Lanka would be the Negombo Fishermens Association, but within this group, a separate company may have to be established. Norwegian partners will also have to be identified. A.J. Fishing Industry Ltd can play a role as facilitator and contact point. Most of the capital must be provided by Norwegian investors, and a certain amount of training will be necessary to operate the plants.

Such a project would probably be an excellent example of transfer of technology, and would lay the foundation for an expansive seafood processing industry in Sri Lanka. Norwegian participation would ensure that Norway as an exporting nation would retain its position in the market. In sum, these project opportunities hold typical “win-win” characteristics for both Sri Lanka and Norway.

Proposed action:

· Based on the above assessment, the identified potential parties to such a portfolio of projects should be encouraged and invited (and if need be, assisted) to develop a prefeasibility study for a joint venture operation. NORAD support is available for such development enhancing preparatory efforts.

C.
Quality improvement in fish processing: Ice production
According to information received, there is a lack of ice for cooling fresh fish in Sri Lanka. This pertains not only to fishing vessels, but also to processing plants and for transportation from fishing port to packaging plant or market. Ice plants can be set up in various locations in the country to rectify this. It is at present unsure where these plants should be located and what their production capacity should be. Further study is needed to identify this. 

For preservation and quality improvement, an increase in ice production is needed in several places in the country. Aquaculture development will further intensify this need for icing fish during transport from the farms/slaughteries to processing and packaging plants. 

There is no reliable estimate of the amount of ice needed nor a distribution over locations where this will be needed. Much will also depend on where aquaculture operations are set up. 

Proposed action:

· Norwegian equipment manufacturers are able to supply ice production plants of various sizes and price ranges. Potential Sri Lankan investors must be identified, but these do not necessarily have to have a fisheries or seafood background. A further study of the needs may be needed before any action can proceed. 

D.
Quality improvement in fish processing: Value-added shrimp products
Most of the shrimp produced in Sri Lanka is exported without much processing added, i.e. as headless, shell-on frozen shrimp. In the shrimp market, product development is underway, and new products such as breaded or battered products have been introduced. Sri Lanka does not produce such products. Aqua Services Hatcheries Pvt Ltd has expressed an interest in the project, but Norwegian producers of consumer seafood products as potential partners must be identified. 

Proposed action: 

· Before establishing value-added production, a feasibility study should be undertaken. 

E.
Integrated fish farming, processing, distribution and marketing
An integrated fish farming and processing project was discussed with Lanka Transformers Ltd, who has an interest in this project from the point of view of a power producer. The project would be located in the countryside and include a hatchery, a grow-out farm, a slaughtery and processing plant (drier and/or freezing plan) and a packaging plant.

Lanka Transformers Ltd (with ABB Norway) has developed a power plant using fast-growing softwood as fuel. The plants can be small (50 kW) to medium (500 kW) in capacity, and local farmers would be growing the softwood for delivery to the power plant. The power plant would then supply electricity to the hatchery, the grow-out farm, and the fish drier/freezer. 

Total investments are estimated at some NOK 4 - 5 million for the hatchery/grow-out farm, some NOK 2 million for the processing plant, and about NOK 3.5 million for the power plant. Production capacity should be 5 – 10 tonnes of dried fish per day. 

Proposed action:

· In addition to Lanka Transformers Ltd, an operating partner in Sri Lanka must be identified, and Norwegian partners able to provide technical support and some capital should also be identified. 

Summary of identified project opportunities in fisheries and aquaculture

	Project
	Objective
	Potential Norwegian participants
	Follow-up

	Resource survey
	To map the marine resources around Sri Lanka and within its EEZ.
	Havforskningsinstituttet

Fishing vessel owners
	FAO

NORAD

	Institutional development


	To improve the efficiency of the fisheries authorities, improve the regulatory framework and ensure long-term sustainability of fisheries and aquaculture.
	Norwegian Ministry of Fisheries

Directorate of Fisheries

NHO/FHL

NCG AS
	Develop proposal

	Fishing harbour
	To improve fishing harbours in different regions, incl. Deep water ports
	NHO/FHL
	ADB

	Rainbow trout farming
	To create a new industry, create employment and increase exports.
	KPMG, Sjøtroll, TiMar, Stolt Sea Farm, Grieg Seafood

Akvaplan-Niva
	Feasibility study

	Tilapia farming
	To increase fish production, create employment, provide supply of raw materials for the processing industry and reduce imports.
	Finn Arctander

Stolt Sea Farm

KPMG, Akvaplan-Niva

Biotec, GenoMar, TiMar
	Feasibility study

Implement

	Shrimp farming
	Re-establish production of shrimp and increase exports.
	Hobas
	Feasibility study

	Shrimp farming: water circulation project
	To introduce new technology in shrimp farming so that the risk of disease is reduced.
	Hobas
	Implement existing plans

	Shrimp feed production
	To increase domestic production of inputs to the shrimp industry, increase better utilisation of the catch and reduce waste emissions.
	EWOS

Cermaq

Hordafor
	Feasibility study

	Quality improvement in fish processing: dried fish
	To introduce better quality fish drying methods, increase domestic production of dried fish and reduce imports.
	JAG, Jangaard, Møre Codfish Company, Sjøvik, Westfish Aarsæther
	Feasibility study

	Quality improve-ment in fish process-sing: frozen fish
	To establish a fish freezing industry, create employment and increase exports.
	JAG, Domstein, Global Fish

Norway Seafoods
	Feasibility study

	Quality improve-ment in fish process-sing: ice production
	To improve quality of fish and increase utilisation of the catch.
	JAG

Finnsam
	Feasibility study

	Quality improve-ment in fish process-sing: value-added shrimp products
	To increase value creation in the shrimp industry, create employment and increase value of exports.
	Norway Seafoods

Lerøy

Johan J. Helland AS
	Feasibility study

	Integrated tilapia farming and processing (drying) and distribution
	To set up a modern, integrated production and processing operation in rural areas and increase employment.
	ABB/Lanka Transformers

JAG, TiMar, Stolt Sea Farm


	Feasibility study


	They said it couldn’t be done: Conquering the North European market for fishing equipment from Sri Lanka!

A.J. Fishing Industries (Pvt) Ltd in Katunayake north of Colombo was established by the Norwegian founder Mr. Arnulf Sandvik 15 years ago. Mr. Sandvik had a background from NORAD-funded fishing projects based in Jaffna in the late 1970s, and saw a need for better fishing equipment in Sri Lanka, as well as the opportunity to produce high quality equipment for export. After the initial establishment period, Mr. Sandvik took in local investors and established production within the Katunayake free zone. A.J. Fishing Industries is today producing fishing equipment for exports to the European market mainly. Less than 10% of its production is sold on the local market, as the company is part of the BOI scheme and established in the Investment Promotion Zone. The company is still owned by the Norwegian founder and by a local Sri Lankan family business group. 

The products include high quality longlines, sinkers, floaters and other equipment used by the fishing fleet in the North Sea and the Barents Sea. Over the past 15 years, the company has taken over the major share of the market for these products in Norway, Denmark, the UK, Iceland and the Faeroes. A.J. Fishing operates a sales and distribution office in Bergen, but also produces on licence for other Norwegian suppliers of equipment. 

According to the founder of the company, introducing line fishing in Sri Lanka would benefit the long-term development of the shore fisheries as well as other areas, because line fishing is a more selective equipment and thus has less negative impact on the environment (bottom and corals) and on the fish stocks. The fishing fleet in nearby Negombo has now switched to line fishing, and as a result, the quality of the landed catch has improved significantly. 

A.J. Fishing Industries  has also been a pioneer in Sri Lankan industry in labour relations and social initiatives. Four years ago, the company introduced one year maternity leave with full pay for its female employees as the first company in the country. This has resulted in more of its female employees staying on with the company after childbirth. The company has also established a local (company internal) labour union that meets with top management weekly. The company salary policy is to pay better salaries than competing industries, without upsetting the social balance of the community. As a consequence of these initiatives, very few of its employees have left the company for other jobs, and 38 of the original staff that was with the company 15 years ago, are still working in the company. Today, the company employs 180 persons, of which 170 work in production. 




4.
LIGHT INDUSTRIES, COMMERCE, TRADE AND TOURISM

The NHO-Team visited close to twenty corporations active in producing- or preparing to produce for the export market. This included service sector corporations covering a wide range of activities related to tourism development (hotel construction and operations, transport to/from and within Sri Lanka by all means of transport, establishment of theme parks, travel agency operations, cruise operations in the Indian ocean ),  logistics and freight forwarding, freight of Sri Lankan exports of e.g. tea, and ocean-based passenger transport, e,g. to relieve the congested roads along the west coast, and as a means to follow up on possibilities for increased trade with India  stimulated by the recent bilateral Free Trade Agreement. Furthermore, these visits also included export market (and import substitution) manufacturers in light industries such as toys, fabrics, garments, furniture, computer software, personal hygiene products, printing and art creation. Sri Lanka delivers of course also a wide range of teas, spices etc. Such producers and traders have not been visited on this mission.  In addition, the Team visited trade facilitators such as the Ceylon Chamber of Commerce, The National Chamber of Exporters of Sri Lanka, and Sri Lanka Tourist Board.

The following findings appear to apply widely to those enterprises and sectors visited:

· Sri Lankan producers visited during this study expressed a strong need for access to  the designs that are in demand in the export markets, to the know-how to adopt, apply and produce these designs, and perhaps develop them further, so that they can hit the targeted markets more effectively.

· Second hand machinery and equipment are available at very reasonable prices from OECD-countries, including Norway. Sri Lankan enterprises interviewed unanimously expressed a genuine interest in accessing such gear and receiving appropriate training in the operations and maintenance of such gear. 

· These local export-oriented corporations have gradually adopted- and adapted to international production- and product standards, labour market conventions and regulations, environmental controls, and the various audits required by the importers and end users in the OECD markets.

Norway imports annually products in amount of some 90 million NOK from Sri Lanka. In per capita terms, this is equal to German imports from Sri Lanka. This is somewhat surprising, in view of the dominance of German visitors to Sri Lanka in the official foreign visitor statistics. For further information on trade and travel statistics, see the magazine ” Sri Lanka Exporter” from Nov. 2002, page 5.

Tourism

Approximately 400.000 visitors, including tourists and  business people who stay over night and not longer than 3 months, are coming to Sri Lanka in 2002, according to Sri Lanka Tourist Board, the agency responsible for the statistics concerning visitors. This is significantly up from recent years, but the entry statistics are not processed in such away that one can distinguish between the different traveller categories. One cannot therefore conclude that tourism and business travel volumes are increasing, because it may equally well be an increase in home-coming Tamils and others who have been deprived of safety and income opportunities during the violent conflict years. Most of the 400.000 visitors come from India, UK and Germany. From Norway there are some 3.000 visitors including business people and foreign aid workers each year. On the average the visitors stay for 10 days and spend $ 62 per day. Prices and wages are rather low on Sri Lanka (industrial wages are around 500 NOK a month). Therefore, shopping is an attraction to tourists and visitors.

Since travel operators need time to plan new programs, the progress in peace and reconciliation negotiations have not yet materialized in an increased supply of charter flights to and from Sri Lanka. Starting 2003, however, it is reported that several travel operators active on Sri Lanka before, are now reintroducing Sri Lanka in their programs to German, British and Scandinavian travellers, and the domestic tourist and travel agents are very active in preparing for this increase in the business. Vingresor together with Jetwing will start up again next year.

However, the existing hotel capacity is still almost the double the number of visitors, and many hotels need upgrading to meet the competition from neighbouring well established resort destinations. In addition, there is substantial seasonal variation in demand. The main season on the west coast is from November to March, on the East coast from April to October. The East coast, however, no longer has a satisfactory infrastructure to cater to international tourism and business visitors.

On a roundtrip on the Island by two of the Study Team members, famous historical and cultural places such as Polonnaruwa and Sigiriya, were visited. Both the scenery and the man-made structures from ancient times are attractions of world class. Hotel accommodation near these sites is also of high quality. As most of the population speaks English, the climate is pleasant, good beaches are available and the great possibilities for cultural and eco-touristic and cultural activities around the country and in the mountainside, it should be possible to compete with countries like Spain, Portugal and Greece for a two weeks package holiday.

The problem facing tour operators and occasional visitors is access. The roads are of variable quality (although in general better maintained than in many other developing countries) and heavily congested due to the mix of motorized and non-motorized traffic plus lots of non-traffic activities interfering with traffic. As a result, traffic is slow and often hazardous. Even the main coastal road along the beautiful beaches towards Galle is extremely slow and implies a competitive handicap for the beach hotels compared to those in some neighbouring countries.

Upgrading of the road system and the railway system is likely to take a very long time due to the lack of a land register and out of date compensation principles when land is expropriated for public development purposes. Faced with unacceptably low compensation offers, land owners take the road authority to the courts, and the judiciary system is extremely slow moving. Improvements to the railway system are also likely to take a long time. Transportation along the west coast with fast boats like catamarans and  jet-foils is therefore now discussed and assessed by the main tour operating and trading groups in Sri Lanka
.  Even transport with seaplanes, which can use the many inland lakes, is seriously discussed.

.

The tourist companies are very interested in further development of their market and they have some good ideas and concepts. Start up of a cruise line with some 200 passengers is being  discussed. The cruise trips should go between India, Sri Lanka and the Maldives. Special trips like cultural events, golf, textile dyeing, bird watching combined with some days on the beach is of interest as part of package tours, and so is eco-tourism. They expressed genuine interest in developing the market together with Norwegian tour operators or investors, and the Sri Lanka Tourist Board a guidance note for potential  new investors in tourism projects, which is available from the study team. Norwegian tour operators who are interested should take contact with the three largest companies.

As the hotel capacity especially on the East coast is not satisfactory, they are also interested in contact with Norwegian investors. Beautiful prime beach front areas of land have been bought in order to meet the needs of the future
.

Furniture and furniture components

The furniture industry is absolutely competitive. One of the companies, which we visited, is a joint venture of a Sri Lankan and two Norwegian companies. They produce wooden components for chair production in Norway (conference and office chairs). Another company produces for the British quality company of Arthur Brett.

Important elements that need to be in place for a successful partnership cooperation will be:

· Technical and managerial know how transfer

· Training in quality assurance and testing as well as operation and maintenance of equipment so as to make this mainstreamed routines

· Training in design

· Access to cheap second hand machinery, from e.g. Norway.

· Environmental Certification of wooden products

It would also be of great interest to bring people from Sri Lanka to Norway for working in similar factories as a part of their education and training.

	¨Grip Nordic- another success story

The contact between the Norwegian companies Nordic Comfort Products – Hemnesberget, and Nibu (Trading Company) – Drammen was first made by TI (Teknologisk Institutt) through the matchmaking programme (MMP).

TI checked on that time 3 countries in the Far East: Malaysia, Thailand and Sri Lanka.

Sri Lanka was chosen due to:

· Access to raw material (rubber wood)

· Access to inexpensive and easily trained  labour

Grip Nordic manufactures with 50 employees knocked down wooden elements for chair production in Norway. The Norwegian partner (the Study Team met with him as well) expresses full satisfaction with quality, reliability and price. Only 40% of the full capacity is presently in use, however, still they have made break even since the start 5 years ago.

Grip has the possibility of working even with more Norwegian furniture companies if of interest.

For the Grip Group the knowledge transfer and education has been of most interest.




Arjuna Hullagalle (e-mail: hajh@sri.lanka.net or hajh1@sltnet.lk is a long established business developer in Sri Lanka who for three decades have collaborated with Norwegian industry (a.o. Fabritius). He draws the attention of the study team to his Sri Lankan competitive expertise in producing high precision and high quality  component parts and accessories for luxury yachts and sailing boats. These include mouldings, panelling, skirting, floor boards and special dash boards for cars and boats using Burma teak, mahogany and local hardwoods. Obviously, proper environmental certification is required.  

The company has a record of  making, supplying and installing high quality doors, windows, bedroom furniture for international five star hotels, offices and residences. They also produce dolls houses and miniature furniture to precision scale with detailed intricate  designs and export these worldwide.

With a staff of 35 dedicated, skilled and trained craftsmen (some have been with the company for 35 years) and machines for high production and heavy duty planers, thicknessers, moulders, routers, bandsaws and small fret saws, etc there is capacity and capability to manufacture a wide range of products tailormade to demand specifications. All the timber is kiln dried to 8% moisture content before shaped to order with the above equipment. Very elaborate surface treatment is conducted as specified by the customer, and so are the fixing methods.

Textiles and apparel

The textile industry represents approximately 45% of all export from Sri Lanka. On woven fabrics they are some 20% more expensive than India, but the quality is much higher.

Barefoot is a niche supplier of unique colourful designs like the Finnish Marimekko. If contact should be made, it should probably be with shops which are specialised on design and colours. They deliver everything made of textiles from tablecloths, table mats, napkins, fantasy animals, handbags, toys and books with fabric covers. They have prepared their presentation on a CD (available from the Study Team to interested parties) and have a web-side.

Kandygs makes everything in table maps, curtains, and rolls of fabrics all according to the design of the buyer. They can also deliver all fabrics for a hotel.  Additional the make articles for the children’s room. They would very much like assistance on the following points:

· Designs in demand in the European markets 

· Participation on Norwegian fairs together with other Sri Lankan companies such as "Gave- og interiørmessen" at Lillestrøm in August next year.

· Access to used cheap machinery: Kandygs is in need of a dyeing machine for colouring the yarn.

No companies producing cloths were visited except of Helly Hansen where a Norwegian lady married to a Sri Lankan, Ms. Lillian Perera has 20 years of experience and  sees good market possibilities on this field. Strict follow up is however a must; Helly Hansen makes weekly inspections to the different factories, which produces for them and monitor individual workers closely in a cooperative way.

	Helly Hansen of Norway – How to secure top quality products from Sri Lanka

Helly Hansen started 20 years ago with production in Sri Lanka. The first contact was made from a Sri Lankan manufacturer of garments- clothes. Some years later Ms. Lillian Perera, a Norwegian lady married to a Sri Lankan and living here since 30 years, established an office for Helly Hansen in order to organize:

· Choice of Sri Lankan  factories, which produces for Helly Hansen

· Weekly quality control in all factories working for them

· Systematic approval of all new products before starting up the mass production

· Production.

· Shipment

Today, Helly Hansen manufactures some million world quality items yearly accepted as a brand name in  the world market.




Many well known international brands have a part of their production in Sri Lanka including Tommy Hilfiger, Nike , Polo, Ralph Lauren, Pierre Cardin and Calvin Klein.

Porcelain

.

The study team made one site visit. The product range of Royal Fernwood Porcelain Ltd covers all needs for the table. They deliver their goods to well known European companies in the UK and also to the Norwegian manufacturer Porsgrunn Porselen. Most of the production is made on specific requirements of the customer. Minimum order is 5.000 units assorted of each design.

They are most interested in more customers. They also participate on the trade fair in Frankfurt every year.

Toys

15 different toys companies work close together in  ”The Toy & Craft Association of Sri Lanka”.
They deliver a.o. to Ikea as to Habitat. The products seem to be of high quality and should be possible to sell if the Quality/price ratio is the right one for our market. The product range varies from children’s furniture, soft toys, intelligent wooden toys, and accessories for the children’s room such as painted cloth-hangers with animal motives painted on. 

These producers are most interested in collaboration with Norwegian industry in order to have: 

· Access to cheap and good fittings (screws, tightening mechanisms for flat packed tables)

· Acquire second hand machinery


· Acquire designs. They would be most interested in bringing in a designer from Norway who could help these 15 factories over a period of some months

· Building up a designer school in Sri Lanka (this would  also be of interest for other manufacturers) an activity already supported by NORAD for apparels, see Annex 6 

· Knowledge transfer for production of wooden products

· Support for participating in European trade fairs in e.g. Nurnberg and Frankfurt

· Support to meet new customers (visiting Norway or opposite- Norwegian buyers to S L

· Marketing support and education

Miscellaneous light industries 

The study team met with the Kent Group which  has 8 companies with some 800 employees in  Sri Lanka. They work in the fields of photo, advertising material, “give aways”, company labelled gifts, wooden boxes for packing a wide range of product like tea, bottles etc, which can be used afterwards for other purposes like storing for CDs

The owner and founder was originally a photographer with many ideas, and a chemical engineer with intimate knowledge of every machine used in the companies of the Kent Group. He looks for partners/customers who could assist with marked access, knowledge and experience and is open to new ideas. He appears to be a good corporate manager.

5.
PROVISION AND OPERATION OF INFRASTRUCTURE:


ENERGY, COMMUNICATIONS AND TRANSPORT

Transport

Roads 

Sri Lanka has a fairly extensive road system, and nearly 90% of the traffic volume is handled by road transport modes. The armed conflict has resulted in a virtual halt to new roads construction – particularly in the areas most affected by the conflict – and although road maintenance is  better than experienced in most other developing countries – as a result, the mix of non-traffic activities on or adjacent to roads, the non-motorized traffic and motorized traffic results in slow speeds even on national highways, severe congestion and high accident rates. New motorways are in the pipeline from Colombo to the international airport near Negombo, and along the western coast to Matara in the south, but the lack of adequate and reliable all-weather roads is a major obstacle to PSD in districts in remote locations and even in cities that would otherwise be just a few hours by road from Colombo. In large parts of the country ox and cart are still used for transportation over short distances.  

Railways

The Sri Lanka railway system has done virtually nothing with its rail system since independence, when it was inherited from the British. Only new wagons have been acquired over the last 30 years. It serves primarily as a passenger train service. Like most railway companies in developing countries it is highly inefficient and ineffective in its operations. It suffers from poor management, regulated fare tables, is overstaffed, and has therefore come to play a gradually declining role as a transport mode. At the same time, an efficient urban railway service could have contributed a significant economic and environmental relief in the congested Colombo region. It appears that GOSL is expecting foreign investors with donor support to rehabilitate the railroads.

Air traffic

There are 12 airports in Sri Lanka. Since 1995, when the GOSL banned civilian passenger and freight traffic for reasons of security, these airports are for the most part utilized by the armed forces so long as the armed conflict influences security alert. Regular and reliable domestic air traffic will significantly facilitate provincial PSD. Only Colombo international airport caters to international and overseas scheduled flights. Tourism development on the east coast would require direct international air services, and thus an upgrading of airport infrastructure there.  In 1998, Emirates’ Airlines bought 40% of Air Lanka, and took over its management, added 6 new airbus aircrafts, and this change seems to have boosted the performance.

Both the Hemas Group and A&S expressed interest in air transport operations both on domestic routes and charter. The latter two are agents/representatives of international tour operators such Ving Tours and Star Tours, UTL, etc., and establish domestic feeder services to resorts with sea-planes and small aircrafts able to use short runways. They expressed interest in finding foreign partners to start such operations, such as e.g. Maersk of Denmark.

These companies are also interested in expanding the air freight services and courier services such as TNT, DHL etc.

Coastal, ferry and cruise transport

Since Sri Lanka is an island one would have expected coastal transport to be a dominant element in the transport sector. This is, however, not the case. Whatever fleet exists is outdated and inefficient,  and the armed conflict has created a security situation to which coastal shipping is particularly exposed. 

The Team has experienced the inefficient slow traffic in and to/from central Colombo, and private developers (the Hemas Group and A&S) have approached the Team with the idea of introducing fast craft ferry services as an alternative to public commuter transport on land, and for transport between the airport and coastal holiday resorts. Both these groups of companies explicitly wanted to enter into dialogue and negotiations with Norwegian ship operators to assess and hopefully start operation of such services. The Aboitiz group of the Philippines have visited and looked at the areas and facilities to be covered by such a service and found it to be of interest. Their ability to invest, however, is not there at the moment for reasons of other major investments just undertaken. The Ministry of Tourism confirmed that development of coastal transport is in line with their plans, and that private investors are welcome. 

In addition to the coastal fast craft services, these two groups of companies also have expressed interest in joint ventures with Norwegian shipping companies for ferry services between Sri Lanka and South Indian ports, and to Pakistan and Bangladesh. Furthermore, they have been investigating the possibility of starting small vessel breakbulk freight services of e.g. tea to the Middle East, and luxury cruise operations between e.g. Colombo, South India and the Maldives and view these options as financially interesting.

Ports and harbour services

Colombo Port is the only port in Sri Lanka that has status as an international container port hub with capacity to handle large vessels and 1 million containers annually after a new private facility was added in 2000. It is hoped that this – along with the recent customs clearance system upgrading - will enhance cargo handling efficiency so that the port can retain a competitive edge as an international container port. A recent World Bank study has estimated that handling charges for a 20ft container were USD 640 in Chittagong, compared to USD 220 in Colombo and USD 360 in Bangkok. 

The other harbours at Galle, Trincomalee and Kankasanthurai are very poorly equipped and can only handle small coastal vessels. The implementation schedules linked to the plans for new ports at Galle, Hambantota and Oluvil are  uncertain due to many political and security controversies surrounding these projects.

The power sector

General sector description

The power sector in Sri Lanka is in the process of being deregulated .  It is therefore clear that all future power generation, with the exemption of the Upper Kotmale Hydro Power project is to be set up with private sector participation.

The demand for power is growing at an average 7-8% annually. With the introduction of development programmes following the peace process,  the demand growth could even be higher.

CEB is anticipating in their Long Term Generation Plan the following requirements:

Ceylon Electricity Board (CEB) Long Term Generation Plan

	Year
	Anticipated Generation

Requirement (GWh)
	Anticipated

Peak Demand. (MW)

	2003
	8222
	1707

	2004
	8775
	1821

	2005
	9376
	1946

	2006
	9982
	2072

	2007
	10615
	2203

	2008
	11304
	2346

	2009
	11993
	2489

	2010
	12722
	2641

	2011
	13478
	2798

	2012
	14278
	2964


From the above CEB-plan it can be seen that the system on an average needs more than 100 MW generating capacity addition every year. Total installed  capacity of all power plants is shown in Annex 7.

Since the introduction of natural gas will require introduction of a gas power plant that exceeds 2000MW to be economic  viable this option is not available in the near future.  The demand has therefore to be supplied from the development of the remaining hydro power sites including mini hydro schemes, diesel generator plants as well as coal-fired power plants.   The coal alternative is however very controversial especially when it comes to location and will therefore not be available, if at all, in the near future.

There are also available alternatives such as wind, solar and biomass. The total capacity is however limited.  There are plans to set up wind farms of 25-30 MW.  Trial projects have also been established for biomass distributed generation based on Dendro Power.  The present level of technology for solar power is such that supplying the national grid will be far too costly compared to other options.

Potential power sector opportunities

a.
Institutional cooperation
      


The 
The deregulation of the power sector is decided and under implementation. To obtain a functioning deregulated power market it is essential that there is established a well functioning regulator. It has been decided to establish a multi-sector regulator. For such a regulator to be operative it is necessary to implement a set of tools including procedures, software and administrative rules and regulations.  This is one area where Norway through NVE – The Regulator Authority of Norway - has assisted many developing countries in their efforts to establish such a body.

b.
Hydro Power Plants

There are only a few hydropower sites available to be developed:

Potential  Hydro Power Projects in Sri Lanka

	Project


	Capacity (MW)
	Status

	Upper Kotmale
	150
	Decided to be built

	Gin Ganga


	49
	Feasibility study

	Broadlands


	40
	Feasibility study

	Uma Oya


	150
	Pre-feasibility study

	Moragolla


	27
	Pre-feasibility study


It is however questionable whether these, except for Upper Kotmale, are economically feasible

to be developed with the present and the near future price structure.

There is however a potential for Norwegian power sector to get involved in refurbishment and upgrading of existing hydro power stations. Almost all activities in the hydro power sector in Norway are concentrated within this area.

The first hydro power stations to be developed in Sri Lanka were located in the Laxapana River; some of these are now in the need for refurbishment. In addition there is a potential to upgrade these power stations to increase the output through better efficiency obtained with new equipment. There is an opportunity for Norwegian power industry through companies like Statkraft Norfund Power Invest, Interkraft, etc to discuss with CEB whether these investments could be implemented in partnership with CEB.  

c.
Small hydro

There is estimated a feasible potential of 100-125MW capacity available for development at sites for small hydro schemes.  There are a number of local investors interested in participating in the development of these sites.

CEB has established a standard Power purchase Agreement as well as simplified procedures for development of small hydro schemes that keep the development costs at an acceptable level. These opportunities should be attractive to companies such as SN Power Invest and Trondheim Energi as well as Alstom,GE and ABB.

d.
Distribution Network

The Energy Supply Committee has decided to call for Expression of Interest from interested parties to generate, transmit and distribute electricity for areas that have been affected by the conflict and where there is no supply from the National Grid.

NORAD has encouraged Norwegian Power Sector to invest in and develop the power supply in areas in developing countries that are not covered by the national grid.  The expression of interest from Energy Supply Committee seems to match well with such a strategy and represent an interesting opportunity for Norwegian companies such as the E-CO group.

	The ability to mobilize domestic investors: Lakdhanavi’s thermal power project 

Lakdhanavi, a subsidiary of Lanka Transformers, is planning to implement a 100MW thermal power project in Sri Lanka based on 100% domestic financing. The total project cost is 62 USD million and the following institutions have given written commitment to provide funds for the project:

Loan capital;





USD million



Hatton National Bank


            10



Bank of Ceylon



            10



People’s Bank



            15



Commercial Bank



5



Seylan Bank




3



Sampath Bank




2



NDB





4



DFCC





4

Total debt requirement is 47 USD  million and the project is therefore oversubscribed

Equity






USD million

Ordinary shares;







Lakdhanavi Ltd



               5.1

Hemas Holdings Ltd



5.4

Preference shares:







National Savings Bank


              1.0

NDB





1.0

DFCC





1.0

Lanka Ventures Ltd



1.0

Employees Trust Fund


               2.0

This case illustrates clearly what was concluded from this study; that domestic capital is not the constraining development investment factor, provided a well planned and founded project (even a large project like this one) is presented to potential domestic investors and lenders. However, the access to foreign technology frontline equipment and thorough training of the domestic engineers and managers as part of the collaboration between Lanka Transformers and ABB has been crucial to establishing this confidence with the domestic financial sector.

Source: Lanka Transformers


	The importance of doing it gradually and thoroughly with domestic partnership: 

The experience of ABB in Sri Lanka

ABB is a minority shareholder in Lanka Transformers, a Sri Lankan company since 1984 that expanded slowly until the mid-1990s, when it won contracts to participate in some large power transmission projects financed under the Norwegian mixed credit scheme. This allowed the Lanka Transformers to establish and develop capacity in design project management, erection and commissioning activities. The experience  gained from these projects, combined with formal training of Sri Lankan engineers at the Technical University in Norway, has enabled Lanka Transformers to expand their business on their own, resulting in considerable growth in volumes and profitability, and international competitiveness to win international tenders to supply foreign countries with their products.

ABB concludes – based on its experience from Sri Lanka, Nepal, Tanzania and other developing country investments – that market mechanisms alone are insufficient to ignite such investments; Initial transfer of technology is too expensive due to:

· low volumes in such countries,

·  new activities are vulnerable to changes in the conditions due to small market volumes, and 

· weak infrastructure results in high initial costs for investments in the productive sector. 

Public support in some form of development aid co-operation is therefore needed even if commercial profitability is attractive.

It is ABB experience that the most development effects are achieved when priority is given to projects that include establishment of joint ventures, partnerships, establishment of new business facilities or extension of existing ones. Regardless of which, it is crucial to involve the receiving end, and really make local partners part of the projects in question. This can be strengthened by earmarking funds for deliveries from local industry in the affected region.

 


ANNEX  1:

TERMS OF REFERENCE: 

STUDY ON PRIVATE SECTOR DEVELOPMENT (PSD) AND PROSPECTS FOR NORWEGIAN TRADE AND INVESTMENT INTERESTS IN SRI LANKA (PHASE 2)

Background

The Norwegian Government has presented an overall strategy for Norway’s support for private sector development in developing countries. The main objective of the strategy is to promote economic growth and profitable production in developing countries which is essential for reducing by half severe poverty by 2015 as stated in the Millennium Development Goals (MDGs). 

As part of the implementation of the strategy the Norwegian Agency for Development Co-operation (NORAD) has undertaken studies of private sector development (PSD) in major partner countries in the Norwegian development co-operation.

Phase I of the study comprises Sri Lanka, Bangladesh, Tanzania, Uganda, Zambia, Mozambique and Malawi. Its focus is the enabling environment for PSD, including investment climate and private sector development policies as well as physical and social infrastructure. Present areas of co-operation and the efforts of other donors are also being described. The reports have included an assessment of areas of co-operation where Norwegian private sector organizations or enterprises can enhance the development effects in terms of poverty reduction. 

The objective of phase II is to study in more detail the possibilities for enhanced Norwegian investments and trade relations in Sri Lanka. 

The study will be carried out by a team of representatives from Norwegian trade and industry, co-ordinated by the Confederation of Norwegian Business and Industry (NHO). 

A study including the remaining countries will be discussed at a later stage. 

This ToR covers the phase II mission to Sri Lanka. 

Purpose

The team will assess how Norwegian enterprises, through investments and other commercial activities, could contribute to PSD in Sri Lanka. The study will focus on concrete areas and opportunities for business- to – business co-operation, and seek to identify specific business projects. Bearing in mind the existing obstacles to PSD identified in the phase I report, the team may suggest areas for improvement in the present legal, institutional and political framework conditions as appropriate.   

The team shall present an analysis covering:


1.
Norwegian trade: Asses the possibilities for enhanced Norwegian trade relations with Sri Lanka and identify sectors or products with the greatest potential for access to the Norwegian market. 


2.
Investments:  Identify possibilities for Norwegian commerce and industry to invest and establish a long term involvement in Sri Lanka, and propose areas/sectors where Norwegian companies may have a comparative advantage according to the findings of phase I.  Describe the bottlenecks for enhanced involvement and propose measures to be taken in order to improve the situation. Asses the possibilities and the comparative advantage of Norwegian companies’ investments in the development assistance budget and on commercial terms in the prioritised sectors as suggested in Phase 1. The team shall also asses the use of direct incentives for investments. And suggest what role NORFUND could play.  

3. Success stories and failures: The team will look at what can be learned from past business experiences in Sri Lanka.   



An assessment of how Norway’s decision to implement the principle of untied development assistance to both LDC and MDC countries affects the sustainability of such projects. 


4.
Untied development cooperation. This will include an assessment of prequalification in bidding procedures, including elements like local skills development, transfer of technology and know-how to local partner, occupational health and safety, environmental considerations, corporate social responsibility (CSR), etc.   


The team will describe briefly the PSD programmes of SIDA and DANIDA and the way untied development assistance is implemented in practice by these organisations.

5. Technical Assistance and capacity building: The strategy for private sector development will imply using the Norwegian resource base, including Norwegian private sector organizations, commercial and non-commercial entities. The team will identify areas projects where Norwegian private sector representatives may have a comparative advantage as technical advisers in institution and capacity building, in improvement of legal, institutional and political framework and other conditions important for private sector development. 

Methodology/implementation

The team shall familiarise itself with the Norwegian Strategy for Private Sector Development and reports and recommendations from Phase 1 of the PSD study as well as other relevant policies and strategies in Norway and in Sri Lanka that is of relevance for PSD. The team shall through interviews and written material, collect data and information from relevant sources in Norway, Sri Lanka and in third countries.

The members of the team travelling from Norway will meet in NHO in Oslo for briefing and debriefing.

The Norwegian Embassy in Colombo will be responsible for making appointments for interviews and meetings in accordance with requests from the team and make transportation available. The team will give debriefings at the Embassy before departure 

Time Schedule and Reporting

In total, the assignments will comprise approximately 5-14 working days including fieldwork. 

NHO will receive a draft report not exceeding 30 pages (excluding attachments) for comments not later than December 13, 2002. The draft will be presented and discussed in NHO Monday December 16. The final report shall be submitted not later than 5 days after comments from NHO have been received.

The report shall be prepared in English and will include an executive summary, not exceeding 5 pages, comprising an overview of the assignment as well as major findings, conclusions and recommendations and a list of informants with e-mail addresses and telephone numbers. 

ANNEX  2:

TERMS OF REFERENCE (TOR) FOR LOCAL CONSULTANT 

FOR STUDY ON PRIVATE SECTOR DEVELOPMENT AND PROSPECTS FOR NORWEGIAN TRADE AND INVESTMENT INTERESTS IN SRI LANKA (PHASE-2)

The consultant shall be available for preparations and logistical assistance to Wilhelm Wiig and the staff of the Royal Norwegian Embassy, before the team members arrive from Norway on 02 December 2002.

The consultant should update information on the same topics nos. 2 and 3 (but not topic no 1 on informal sector) in the ToR the consultant was given in June 2002, when the consultant collected information for the NORAD NIS Mission in June 2002:

1.
Mapping and assessment of the authorities requirements (legal and illegal) for a local investor to establish a business, operate the business (reporting, taxation, inspection) and dispute solutions (in case of breach of contract).

2.
Mapping and assessment of recent development in private sector reforms, eg. taxation, reforms, commercial laws, accounting requirements etc.

The consultant shall also work as facilitator for the NHO Study Team during the week they are in Sri Lanka. 

The written part of his present assignment shall result in a no more than ten page informal updating memorandum. 

For this purpose the Local Consultant is referred to the NORAD NIS Study Team ToR developed for the local consultant. The three additional themes listed in the June ToR shall only be dealt with to the extent that new evidence/significantly changed data/enabling circumstances have taken place since the NIS report was produced by the Team that visited Sri Lanka in June and was assisted by the local consultant.

ANNEX  3:

         MAPPING AND ASSESSMENT OF THE AUTHORITIES REQUIREMENTS FOR A LOCAL INVESTOR TO ESTABLISH A BUSINESS, OPERATE THE BUSINESS AND DISPUTE RESOLUTION.

A.
Requirements to Establish a Business

The main requirement for a local investor to establish a business in Sri Lanka is to register the establishment under the Company’s Law Ordinance No 17, 1982.  

The local investor is required to submit a memorandum of articles to the Registrar of Companies to obtain a license to operate a business in Sri Lanka and in this submission the investor is required to give the names of the Directors of the Company.  It must also specify whether the investment is a partnership with a foreign collaboration. As a joint venture, the firm may be entitled to certain tax concessions offered by the government. These include tax concessions and import duty exemptions for capital goods. 

The submission by the local investor must also specify the nature of business as well as the location of the business. The activities carried out by the business must also comply with the activities permitted under the law of the country.

In addition to the requirements of the Registrar of Companies, the local investor is also required to  meet the requirements of local authorities where the business is expected to be located. The location of the business must also satisfy the zoning regulations imposed by the Urban Development Authority.

B.
Requirements to Operate the Business

A Company registered under the Company’s Law Ordinance is required to submit annual reports to the Registrar of Companies. In the vent of a failure to submit annual reports, the Registrar of Companies could institute legal proceedings to take action against the company which could lead to the imposition of fines or the closure of the business.

In certain cases, the company is required to obtain a certificate of clearance from the Ministry of environment granting permission to operate the business. This requirement normally applies to firms whose activities could have some environmental implications. 

All firms registered under the Company’s Ordinance are required to submit annual income and expenditure statements to the Department of Inland Revenue under the Inland Revenue Act No 28 of 1979 and its subsequent amendments. Under this Act, the Commissioner of Inland Revenue has the power to impose fines  or to take legal action if such statements are not submitted on the stipulated date  each year. This requirement applies to firms even if it makes no profits in any given year. All trading firms who are liable to pay VAT are also required to register with the Department separately for the purpose of collecting VAT from the consumer on behalf of the Department.

Disputes related to taxation are settled directly with the Department or through  Courts. 

C.
 Dispute  Resolution 

Any dispute arising from a breach of contract can be dealt in two ways: (1) through legal procedure or (2) by arbitration. 

a.
Legal Procedure

In the event a case is filed in the Court, the judge hearing the case will make the decision. Their lawyers can represent the two parties to the case. Any dispute is treated like any other case and the nature of the dispute will determine the applicable law to the case. The applicable law, which is determined by the nature of the dispute, could be based on the Company’s Law, Commercial Law or any other Civil or Criminal law of the country. All these laws are in turn based on the English Law.

b.
Arbitration Procedure

A dispute can be settled through arbitration as well. The Arbitration Act No 11 of 1995 governs the procedure that is applicable to dispute settlements. The law in force prior to this date determines the arbitrations before this date.

However, this option is available only if there is provision in the agreement to settle disputes or breach of contract through arbitration. If it is not stated in the agreement, the arbitration procedure cannot be instituted even if both parties agree to seek settlement through arbitration. 

In the event that the agreement clearly stipulates that the disputes are to be settled through arbitration, the court has no jurisdiction over such disputes. A single arbitrator or three arbitrators can hear the case. If both parties cannot agree on a single arbitrator, the arbitrator will be appointed by the High Court. If the single arbitrator is not accepted to the parties involved in the dispute, a panel of arbitrators could hear the dispute. The panel includes three arbitrators consisting two arbitrators appointed by the two parties and an arbitrator jointly appointed by the two arbitrators representing them.  The arbitrator jointly appointed by the two arbitrators will act independently and as the Chairman of the panel.

Initially, the verbal submissions are presented by the two parties at the hearing followed by written submissions. There is no specific number of hearings in dispute resolution. The parties involved will decide the number of times that the panel meets. 

The decision of the panel of arbitrators cannot be contested in a Court of Law. In other words, both parties are bounded by the Act to accept the decision. There is also no provision in the act to appeal against the decision of the panel. The cost of arbitration proceedings will have to be shared by the two parties.

It is generally believed that the decision of the arbitration proceedings may not be fair since the party which could suffer a greater financial loss by the decision of the panel can influence the arbitrators by offering bribes for a decision in his favour. Furthermore, the arbitrators are not necessarily the people with legal background.  

D.
Reforms in labour Market

1. The industrial disputes related to the termination of employment are governed by the Termination of Employment (Special Provision Act No 4 of 1976).  Under the condition of this Act, it is absolutely difficult to terminate any permanent employee for whatever the reason, particularly if he is a member of a recognized union. 

2. If the employment of a unionized employee is terminated, this person has three avenues to take action against this decision. They are:

· Submission of the termination order to the Commissioner Labour.

· Arbitration through an arbitrator appointed by the Labour Commissioner

· Filing  a case against the termination order or the decisions of the Commissioner of Labour or the Arbitrators decision  regarding the termination with  the Labour Tribunal

If the employee does not accept the decision of the Commissioner of Labour or the Commissioner agrees with the decision of the employer regarding the termination, the employee can take the case before an arbitrator appointed by the Commissioner of Labour. If either party does not accept the decision of the Arbitrator, the case will go before a Labour Tribunal. 

The Tribunal could take between 3 to 7 years to settle the case. The decision of the Labour Tribunal cannot be appealed. The common practice of the Tribunal is to advise the two parties to come to a settlement. If such a settlement is not possible the Tribunal will proceed with the case. If the decision of the Tribunal goes in favour of the employee, the employer will have to reemploy the person with back wages and any payment determined by the Tribunal as compensation.

The government is now in the process of introducing a legislation to simplify the process involved in dispute resolution in relation to the termination of employment. The new legislation will not solve the existing problem, but it will limit the period taken by the Labour Tribunal to four months. 

However, most observers feel that this legislation will not any useful purpose in dealing with labour disputes. The period specified in the legislation is grossly insufficient to deal with a dispute arising from the termination of employment.

Another feature of this legislation is to introduce a policy on the payment of compensation to an employee whose services is terminated by mutual agreement. The commissioner of Labour is developing a policy detailing the payment of compensation which could serve as the basis for a negotiated settlement.

2.
Mapping and Assessment of Recent Development in Private Sector Reforms

A.
Taxation Policy / Reforms

The second budget of the United National Front (UNF) government was presented to the parliament recently and it included a number of measures that directly affect the performance of the private sector.

1.
New tax Concessions

1. The corporate tax rate for domestic firms has been reduced by 5% from 35% to 30% from April 2003. Although the Finance Minister last year stated that the tax rate would be brought down to 25% in this budget it has, however, not been possible due to government’s revenue position.  

2. A five year tax holiday will be given to new companies commencing operations on or after April 2003 subject to at least 80% of the investment in areas specified by the Minister. These companies are permitted to use funds not exceeding 20% of total investment in global activities of a local company which has foreign subsidiaries or branches without any exchange control restrictions. The removal of  foreign exchange restrictions will, however, be considered on case by case basis.

3. A 50% qualifying payment allowance has been granted for investments in venture capital companies. However, this allowance is subject to a maximum of 1/3 of the assessable income in the case of individuals and 1/5 in the case of companies, where the investment per person is not less than Rs 500,000.

4. A concessionary rate of 20% ( 10% lower than corporate tax rate) will be applied to existing venture Capital Companies. The tax liability of Mutual Funds and Unit Trusts on interest and dividend incomes will be limited to a 10% withholding tax if the funds are invested in specified areas. The tax rate will be 20% outside specified areas. 

5. The Ports and Airports Development levy which is applied to imports that are to be used solely for processing and re-exports has been brought down from 0.75% to 0.5% from January 1, 2003.  

2.
Additional Taxes / Tax Revisions

1. A Human Resource Fund has been introduced in the budget which will be managed jointly through a public-private partnership. The fund will be used to provide tertiary and vocational training to students and youth qualified to receive such training and for upgrading of skills such as IT of corporate employees. The monies lying to the credit of the Skills Development Fund will be transferred to this newly created fund. A credit line amounting to Rs 1,000 million will also be made available from the government to purchase machinery and equipment. The private sector is expected to contribute 2.5% of the tax it saves by the 5% reduction of the corporate tax rate. This policy effectively reduces the reduction of the corporate tax to 2.5% from 5%

2. Companies with a taxable income less than Rs 5 million (US$ 50,000) will continue to pay tax at 20%. That is, there is no change in the tax rate in this category. 

3. A tax ranging from 2% to 10% has been introduced to raw materials import which were free of tax in the past. This has affected all industrial enterprises using imported raw materials.

4. A 10% VAT has been introduced on all financial institutions. They were not subject to VAT earlier. The VAT will apply to the amount of profits and the wages bill of such institutions. In the past, Banks and financial institutions were subjected to Turnover Tax as well as the National Security Levy.  Since these taxes have been removed, the government is deprived of the revenue from banks and financial institutions. Since the VAT will be on net income and wages, the government expects that it will not be passed down through the system. 

5. Wholesale and retail trade  will be subjected to VAT from July 1, 2003. They were earlier subjected to NSL and Turnover Tax in the past. However, they were not subject to GST or VAT when NSL and Turnover tax were removed. 

6. Five percent deduction currently given to certain quoted companies from the tax liability will be withdrawn from April 1, 2003.

7. The debit tax, which was applied only to current account transactions, has been broadened to include all accounts. In other words, the debit tax will cover savings accounts transactions as well. The tax rate is 0.1%.

8. Dividends out of export profits as well as deemed export profits will be taxed at 10%

9. The exemption on dividends will be withdrawn from April 1, 2003 and made liable at 10% withholding tax. This amount can be setoff against the tax liability on taxable income which includes income from dividends.

10. Losses will not be allowed to set off against other activities within the firm, with the exception of start up expenses or major improvements.

11. Any taxable dividends received by an individual which represents net earnings abroad will be taxed at @ 10%.

12. A remittance tax of 10% will be imposed on Non-Resident Companies with effect from April 1, 2003 and it will replace the existing system of taxation of remittances.

13. Footwear imports have also been subject to a tax or Rs 100 per pair of imported shoes. This is to protect the local footwear industry.

14. The exemption on rent income will be limited to five years from the year of constructions for houses constructed on or after April 1, 2003.  The rent income is now exempted for 10 years from the year of construction. 

15. Income tax exemptions now enjoyed by Government Corporations/Public Sector Institutions will be withdrawn with effect from April 1, 2003.  

16. A Road Fund will be created and it will be financed from proposed additional levies that will come in to effect from January 1, 2003. Under this proposal all motor vehicles are subject to an additional fee ranging from Rs 100 to Rs 2,000 per annum and it  will be collected at the time of issue or renewal of annual licenses.  The revenue from this additional fee will be used for improvement and development of the road network. 

3.
Non-Tax Policies

A credit rating requirement has been introduced to the following institutions.

· Licensed Commercial Banks and Licensed Specialized Banks :  January 1, 2003

· Registered Finance Companies :  January 1, 2005

· Leasing Companies that raise funds by issuance of debt instruments to the public : January 1, 2005.

· Private Companies that raise funds by issuance of debt instruments to the public: January 1, 2006.

4.
Public Sector Financial Reforms

1.
The budget has also introduced the Fiscal Management (Responsibility) Act  and it is expected that the Act will ensure fiscal discipline and create long-term economic stability. Under this Act, the Government is required to submit a statement to the parliament detailing Government’s fiscal policy, objectives, targets and performance along with the budget. The Act also requires to submit a half yearly review and a final report 
to the parliament. As a result of the anticipated fiscal management under this Act, the debt is expected to come down to 85% of GDP and budget deficit to 5.5% GDP in the medium term. The debt as a % of GDP currently stands at 105% and the budget deficit as a % of GDP has been around 7.5% to 10% over the last decade. 

5.
Some Observations of  Budgetary Proposals

1. The tax proposals introduced by the government received mixed reactions from the private sector. While the reduction of the corporate tax by 5% was welcomed, the requirement of the transfer of half of this reduction to the Human Resource Fund was, however, not well received by some of the private sector organizations since it reduces the tax concession received by the private sector by 50%. Despite this concern, the establishment of this fund has been considered as an important policy and a step in  the right direction by the private sector. 

2. There is also widespread recognition of the importance of the establishment of the Road Fund as it will help the road infrastructure development in the country. One of the main problems of slow progress in the development of road infrastructure has been the lack of sufficient funds. This new revenue source has not received much criticisms from the public. 

3. The introduction of the Fiscal management Act has also received praise from the private sector. However, a major shortcoming of this Act is that  it does not stipulate the actions available to  parliament  in the event that  fiscal management policies proposed in the Act are not enforced by the government.  As a result of this shortcoming some observers feel that the Act cannot prevent any violation of the proposed financial management by the party in power.  

4. The removal of the VAT exemption on banks and other financial institutions has been subject to some criticisms due to the possibility that the impact of VAT would passed on to the consumer. The removal of the setting off of losses between activities within a company has also not been supported by the private sector. The private sector has expressed its concern of this removal as it could lead to the closure of some firms. In addition, it is against the existing global practice. The removal of the 5% rebate applicable since 1998 has been considered to have adverse effects on quoted companies. The introduction of tax on raw materials will also lead to higher production costs and lower productivity.

5. There is also considerable opposition to the introduction of VAT on wholesale and retail trade.  The VAT will increase the prices of consumer goods. The estimated revenue from this source will be only around Rs 800 million and a substantial part of this amount will go towards administrative costs involved in administering of VAT and tax collection.

6.  The budget lacks emphasis on capital expenditure for infrastructure development and export promotion. 

6.
Tax Concessions / Tax Revisions Applicable to Foreign Investments

A number of changes have also been made in the current budget  to the incentives offered by the government to the private sector investments in the country. Under the current incentive policy, the country has been divided in to two regions: (a) the Western province which is much more developed and urbanized and (b) the rest of the country. 

The period of tax holiday will commence from the year of commercial operations. This period can be further extended by another two years to consider the year of profit making. The latter concession will only apply to expansion of existing companies.  

	Type of Industry
	Qualifying Criteria
	Fiscal Incentive

Region 1
	Fiscal Incentive 

Region II

	Manufacture  and Export of Goods, including deemed exports

Expansion of Existing undertakings for export of goods as mentioned above

Agriculture, Fisheries and Agro processing (excluding tea and prawn culture)

Industrial  Tool and Machinery

Small scale infrastructure ( Power generation, Tourism and recreation, Warehousing and Cold Storage, Garbage collection and/or disposal, Construction of houses/hospitals.

Large Scale infrastructure  (Power generation, transmission and distribution; Development of highways, Sea ports, Airports, Rail transport, Water services; other infrastructure projects and establishment of Industrial estates

Rehabilitation of non-performing or under performing industries

Companies engaged in Research and Development (any area of industry or business)
	Exports 80% or more Investment US$ 150,000 (Rs 15 million)

Investment Rs 100 million with no relocation and Rs 50 million with relocation in region II. Investment must be completed before March 31, 2003.

Investment US$ 10,000 (Rs 1 million)

Investment US$ 150,000 (Rs 15 million)

Investment US $ 500,00 (Rs 50 million)

1.  US $ 10,000,00 (Rs 1,000 million)

2. US$ 5,000,000 (Rs2,500 million)

3. US$ %0,000,000 

(Rs5,000 million)

4. US$ 75,000,000 

Rss7,500 million)

Based on individual 

proposals  Investment must be completed by March 31, 2003.

US$ 50,000

 (Rs5,000,000)
	Three year tax holiday, tax rate 10% during the next two years and 15% thereafter.

Two year tax holiday and applicable tax rates thereafter.

Five year tax holiday and 15% thereafter.

Three year tax holiday, tax rate 10% during the next two years and 20% thereafter.

Three year tax holiday, 10% during the next two years and 20% thereafter.

Six year tax holiday and 15% tax thereafter

Eight tax holiday and 15% tax thereafter

Ten year tax holiday and tax at 15% thereafter

Twelve year tax holiday and tax at 15% thereafter.

Three year tax holiday and tax at 15% to 20% depending on activity thereafter.

Five year tax holiday and tax at 15% thereafter.
	Extra two year tax holiday. Tax rates are same as in Region 1 thereafter.

Same as in Region I

Same as in Region I

Extra two year tax holiday and same tax structure as in Region I thereafter. 

Five year tax holiday and same tax structure as in Region I thereafter.

Same as in Region I

Same as in Region I

Same as in Region I

Same as in Region I

Same as in Region I

Same as in Region I.


B.
Reforms in Commercial Laws

The commercial law consists of the Company’s Registration Act, the Banking Act and the Monetary Law Act and the Finance Companies Act. There have been some noteworthy developments in the area of financial sector reforms since 1988. The Banking Act No 30 of 1988 and the Finance Companies Act No 78 of 1988 contained most of these reforms. They were particularly aimed at strengthening the equity market operations, debt recovery, disclosure and provisioning standards, prudential regulation and supervision of financial institutions.

The government expects to introduce further deregulation in the next fiscal year. In particular, the Banking Act and the Monetary Law Act are being updated for implementation this year. In addition, the government also proposes the establishment of Revenue Authority. Under this Authority the revenue functions of different revenue generating authorities will be coordinated with a view to reducing bureaucracy, improving efficiency and increasing tax collection. The government is also planning to introduce reforms and ease exchange restrictions through the new Exchange Management Law.    

ANNEX  4:

RECENT MACRO-ECONOMIC DEVELOPMENT AND PROJECTIONS

	                Gross National Product at Constant (1996) Factor Cost Prices

                                                               ( Growth rates)

	
	2000
	2001
	2002
	2003
	2004
	2005

	
	
	Revised
	
	
	
	

	Agriculture, Forestry and Fishing
	1.8
	-1.5
	1.8
	2.8
	2.5
	2.7

	Agriculture
	1.7
	-2.6
	1.7
	1.8
	1.3
	1.8

	     Tea
	7.8
	-3.5
	3.7
	1.5
	0.5
	1.5

	     Rubber
	-9.7
	1.0
	2.2
	2.0
	1.0
	2.0

	     Coconut
	8.0
	-8.3
	-5.4
	3.0
	2.0
	3.0

	     Paddy
	-0.3
	-7.7
	5.5
	2.0
	0.5
	2.0

	    Other
	3.6
	0.4
	1.4
	1.6
	1.6
	1.6

	Forestry
	2.0
	5.0
	3.0
	3.0
	2.0
	2.0

	Fishing
	8.2
	0.5
	1.5
	8.1
	8.7
	7.8

	Mining and Quarrying
	4.0
	4.2
	4.4
	12.2
	12.2
	12.2

	Manufacturing
	9.2
	0.2
	4.8
	6.6
	6.8
	7.1

	      Processing of Tea, Rubber and Coconuts
	4.0
	-8.3
	1.7
	4.2
	3.2
	3.2

	      Factory Industry
	7.9
	3.6
	5.4
	7.0
	7.3
	7.7

	      Small Industry
	5.1
	3.3
	3.6
	5.7
	6.1
	6.5

	Construction
	4.8
	4.3
	4.5
	12.0
	12.0
	12.0

	Electricity, Gas, Water and Sanitory Services
	4.5
	2.2
	3.9
	8.6
	8.4
	8.9

	  of which     Electricity
	4.5
	2.2
	3.9
	8.6
	8.4
	8.9

	                   Water and Gas
	4.5
	2.3
	3.9
	8.6
	8.4
	8.9

	Transport, Storage and Communication
	8.5
	6.4
	3.8
	5.4
	5.4
	5.5

	      Transport
	4.1
	2.1
	3.0
	4.5
	5.0
	6.0

	      Storage
	0.4
	1.4
	1.5
	2.0
	2.0
	2.0

	      Communication
	25.1
	21.9
	7.0
	15.0
	15.0
	10.0

	Wholesale and Retail Trade
	8.7
	-4.3
	4.6
	9.4
	10.0
	10.0

	     Imports
	12.9
	-10.7
	5.3
	11.2
	12.7
	11.9

	     Exports
	18.3
	-8.0
	6.8
	8.0
	7.6
	7.9

	     Domestic
	2.8
	3.5
	3.5
	8.0
	8.0
	8.7

	Banking, Insurance and Real Estate
	4.9
	4.8
	4.9
	5.5
	5.9
	6.1

	Ownership of Dwellings
	1.3
	1.3
	1.4
	1.5
	1.6
	1.7

	Public Administration and Defence
	2.0
	1.0
	1.0
	2.0
	2.0
	1.5

	Services, (n.e.s.)
	6.0
	2.7
	3.2
	3.8
	4.0
	4.0

	  of which     Tourism
	-8.3
	-15.5
	16.0
	15.0
	12.0
	9.0

	Gross Domestic Product
	6.0
	0.5
	3.7
	5.5
	6.0
	6.5


Source: Central Bank, February 2002.

MONETARY PROJECTIONS, 2001-2005 (RS. BILLION)
	
	
	
	
	
	
	

	
	2000
	2001
	2002
	2003
	2004
	2005

	 
	
	Revised
	
	
	
	

	Broad Money (M2b)
	483.4
	549.1
	617.7
	690.8
	772.8
	859.8

	     Narrow Money
	118.4
	122.2
	135.0
	149.6
	165.9
	182.9

	     Quasi Money
	364.9
	426.9
	482.7
	541.1
	606.9
	676.9

	
	
	
	
	
	
	

	Net Foreign Assets
	69.5
	77.3
	131.5
	167.0
	216.5
	262.3

	     Monetary Authority
	57.9
	87.5
	127.7
	162.1
	204.5
	242.0

	     Commercial Banks
	11.5
	-10.2
	3.7
	4.8
	12.0
	20.2

	
	
	
	
	
	
	

	Net Domestic Assets
	413.8
	471.7
	486.2
	523.8
	556.2
	597.5

	Reserve Money
	105.1
	112.5
	126.1
	141.0
	157.7
	175.5

	
	
	
	
	
	
	

	Money Multiplier
	4.60
	4.88
	4.90
	4.90
	4.90
	4.90

	Income Velocity, end year
	2.60
	2.55
	2.56
	2.54
	2.51
	2.50

	 
	
	
	
	
	
	


Source:  Central Bank, October 2001

	        SRI LANKA: BALANCE OF PAYMENTS (USD MILLION, INCLUDING FCBU IN COMMERCIAL BANKS NFA)

	
	Provisional      Projections

	           Item
	2000
	2001
	2002
	2003
	2004
	2005

	A. Trade Balance
	-1798
	-1157
	-1248
	-1235
	-1494
	-1744

	       Exports
	5522
	4817
	5058
	5882
	6649
	7520

	       Imports
	7320
	5974
	6306
	7117
	8143
	9265

	B. Services, net
	38
	108
	72
	111
	140
	160

	       Receipts
	953
	1270
	970
	1098
	1235
	1382

	       Payments
	915
	1161
	898
	987
	1095
	1223

	C. Income, net
	-304
	-286
	-273
	-265
	-258
	-266

	       Receipts
	152
	100
	99
	133
	190
	209

	       Payments
	456
	386
	372
	398
	447
	475

	D. Goods,  Services and Income,net
	-2064
	-1335
	-1449
	-1389
	-1612
	-1851

	E. Current Transfers, net
	999
	959
	1059
	1122
	1182
	1244

	    Private Current Transfers, net
	974
	938
	1030
	1095
	1157
	1225

	    Official Current Transfers,net
	24
	22
	29
	26
	25
	19

	F.   Current Account
	-1065
	-375
	-390
	-268
	-430
	-607

	G. Capital Account
	51
	197
	63
	58
	56
	55

	    Private Capital Transfers, net
	6
	9
	9
	10
	10
	11

	        of which:  Debt forgiveness
	
	4
	
	
	
	

	    Official Capital Transfers,net
	45
	40
	54
	49
	46
	44

	disposal of assets
	148
	
	
	
	

	H. Financial Account
	394
	336
	472
	433
	678
	657

	   Long-term(net) :
	306
	167
	593
	446
	644
	559

	     Direct Investment 
	176
	172
	375
	258
	287
	322

	         Foreign Direct Investment, net
	173
	82
	175
	208
	237
	272

	         Privatization Proceeds
	3
	90
	200
	50
	50
	50

	     Private Long-term,net
	83
	-258
	80
	36
	144
	77

	          Inflows
	301
	44
	197
	182
	316
	281

	          Outflows
	217
	302
	117
	146
	172
	203

	     Government, Long-term,net
	47
	253
	138
	152
	212
	160

	          Inflows/2
	355
	576
	525
	483
	651
	556

	          Outflows
	308
	323
	387
	330
	440
	396

	   Short-term:
	88
	168
	-122
	-14
	35
	98

	     Portfolio Investment, net
	-45
	-10
	40
	63
	72
	83

	     Private Short-term,net
	100
	-75
	-12
	-17
	30
	93

	     Commercial Banks,net
	33
	254
	-150
	-59
	-68
	-77

	K. Errors and Omissions
	98
	66
	0
	0
	0
	0

	L. Overall Balance
	-522
	223
	144
	223
	304
	106


	 continued:  The Balance of Payments

	           Item
	2000
	2001
	2002
	2003
	2004
	2005

	M. Financing 
	522
	-223
	-144
	-223
	-304
	-106

	      Change in Net Official Reserves
	522
	-223
	-489
	-304
	-374
	-337

	          Change in Gross Official Reserves
	619
	-323
	-566
	-276
	-367
	-337

	          Use of Fund Credit
	-97
	53
	77
	-28
	-7
	0

	           Purchases
	0
	131
	126
	0
	0
	0

	             SBA
	
	131
	126
	
	
	

	             CFF
	0
	0
	0
	0
	0
	0

	             SAF I, II, III, ESAF 
	0
	0
	0
	0
	0
	0

	           Repurchases
	97
	78
	49
	28
	7
	0

	       Change in CBSL foreign liab. (ACU, Bilateral Balances, SAF a/c)
	0
	47
	0
	0
	0
	0

	       Financing Gap 
	0
	0
	345
	81
	70
	231

	       Financing Gap (repeated to avoid circles)
	0
	0
	345
	81
	70
	231

	         Financing under negotiations:
	0
	0
	345
	50
	0
	0

	           ADB - 
	0
	0
	50
	50
	0
	0

	           IDA - World Bank
	0
	0
	147
	0
	0
	0

	           Japan
	
	0
	25
	
	
	

	           Private sector
	0
	0
	92
	0
	0
	0

	           Other
	
	0
	31
	
	
	

	         Remaining gap
	0
	0
	0
	31
	70
	231

	 
	 
	 
	 
	 
	 
	 

	Source: Central Bank of Sri Lanka
	
	
	
	
	


ANNEX  5:

SRI LANKA’S SEAFOOD AND AQUACULTURE:

TRENDS IN PRODUCTION, IMPORTS AND EXPORTS

Although the country has been through a difficult time during the past 20 years because of the war, seafood production has continued to grow, with the exception of a drop just after the war broke out and again in 1989. Total production in 2000 was about 312,000 tonnes, of which aquaculture accounted for about 12,000 tonnes.
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[image: image2.emf]Sri Lanka: capture production
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Capture production consists mainly of various pelagic species, such as tuna, marlin and swordfish. In 2000, these species accounted for some 190,000 tonnes of a total production of just over 300,000 tonnes.
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Aquaculture is focused on mainly shrimp (black tiger, Penaeus monodon), and tilapia. Production has increased from about 1980 until 1990, when a period of stagnation began. Since 1998 production has increased again, and in 2000, total aquaculture production was about 12,000 tonnes, of which shrimp accounted for almost 7,000 tonnes and tilapia just over 5,000 tonnes.
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Processing and value-added production has been rather limited in Sri Lanka. Production reached its peak in 1999, with just over 35,000 tonnes (product weight). Most of this consisted of dried fish, which is very popular in Sri Lanka. 

However, domestic production is not enough to satisfy demand, and a considerable amount of fish is imported. Imports have grown in leaps and bounds, and reached over 90,000 tonnes in 2000. Again, most of the imports consisted of dried fish. In 2000, dried and salted fish amounted to over 50,000 tonnes.


[image: image5.emf]Sri Lanka: seafood imports
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Seafood exports are limited, but in recent years there has been growth in exports of fresh and frozen fish. Total exports in 2000 amounted to a little less than 20,000 tonnes. Most of this was frozen and fresh fish. 

ANNEX  6:

OVERVIEW OF NORWEGIAN PSD-SUPPORTED ACTIVITIES IN  SRI LANKA

Bata Atha Leather Complex 

The program will provide a Central Effluent Treatment Plant (CETP) and the necessary infrastructure to relocate the leather industry, presently being located in and around Colombo, at Bata Atha. The government provides the infrastructure, while the private sector (SLAT Pvt. Ltd.)  is looking after the infrastructure within the complex and covers the costs of relocation of industries. NORAD provided a grant of NOK 7.985 million to the government to finance the CETP. 

National Cleaner Production Centre

Norway has agreed to support a National Cleaner Production Centre in Sri Lanka. The total cost of the project amounts to NOK 17.0 million of which Norway provides NOK 13.0 million. The key objective is to improve the quality of industrial outputs in Sri Lanka to international standards. The project aims at setting up a cleaner production centre, staff training, data base development and surveys and business plan development.

Rural Development Southern Provinces (REAP)
Infrastructural support and support of PSD through Chambers of Commerce.

Hambantota Enterprise Service Centre

Key project activities include the establishment of the Enterprise Service Centre, provision of equipment & staffing, training and studies. The improved capacity of the Centre will enable it to deliver quality service to private entrepreneurs to develop their businesses. NORAD has provided NOK 3.6 million.

Wood Working Industry in Moratuwa

Norway has agreed in principle to support the improvement of the wood working industry in this area. A proposal is submitted by the Ministry of Industries. Institutional support by National Institute of Technology (TI), Norway.

Support to Apparel Industry in Sri Lanka

The concept is to improve marketing and product designs in the apparel industry in order to be more competitive in global markets. The project includes financial assistance to GOSL to set up a textile design course at the Moratuwa University and training of marketing personnel in the private sector. 

Preparation for regional and international (WTO) trade negotiations

Programs supported in the Sri Lanka Institute of Information Technology include seminars (for public and private sectors) aimed at capacity building in preparation for WTO negotiations and regional trade. 
ENVIRONMENT AND ENERGY

Integrated coastal zone management project - Hambantota

Implementation of the project, supported by NORAD at the amount of NOK 10.72 million started in 2002. A Norwegian institution, NIVA, co-operates with a local organisation in competence enhancing activities. Key activities of the project include coastal zone plan for Hambantota, Mawella lagoon and Hambantota sand dunes, studies & environmental monitoring, capacity building and institutional strengthening. 

Institutional Strengthening of the Oil Spill Contingency Management of the Marine Pollution Prevention Authority (MPPA)
The project aims at minimising marine pollution caused by oil spill and improve the MPPA institutional capacity. Key activities include the revision of oil spill contingency plan, mapping of sensitive coastal areas, risk study & impact assessment of oil spill, combat and clean up capacity building, law enforcement and MPPA strengthening. NIVA, Oslo is a partner of the project providing technical assistance.

Delimitation of Continental Shelf of Sri Lanka
NORAD is supporting a study to formulate a proposal for an international claim by Sri Lanka. 

Electricity to plantations – Intermediate Technology Development Group

The objective of the recently completed project was to provide access to electricity to the plantation worker communities for domestic lighting and income generation activities through demonstrations of the viability of community based off-grid hydropower schemes.

Vavuniya Grid Substation Project

The project, financed through mixed credit facilities, was implemented by Ceylon Electricity Board in 2000-2001. The Norwegian supplier was ABB Kraft AS.

Nividhu Developer of small hydropower plant

Norwegian investors are Trondheim Energiverk and Norfund with 30% ownership. The first 2MW power plant came into commercial operation in May 2002.

HUMAN RESOURCES DEVELOPMENT

Vocational Training Rehabilitation in the Ampara district

The project, implemented in 1997-2000 was part of the reconstruction and rehabilitation in the North and East. One district VT centre and 17 divisional VT centres were established.

Vocational Training Centre Plantation Area 

The objective of the project, which started in 1997, is to provide vocational training facilities to the youth in the plantation area. 

Technical and managerial education and training

Feasibility study financed for capacity building at Oceanic and Fisheries Research Institute.

Development of Higher Education

Recognising the invaluable role that educational institutions play in growth and development, Norway has recently been granted NOK 11 million to computerize student enrolment and the administration of the Universities of Moratuwa, Ruhuna (Matara) and Colombo. Technical assistance is provided by a Norwegian company, Ergo Enet.

Distance Education for Public Servants

The goal of the program is to contribute to GOSL efforts at good governance by strengthening administrative capacity for devolution for power, economic growth, strengthening of democracy and peace in the country.  The activity aimed at upgrading the skills of the estimated 100 000 public servants in Sri Lanka.

IT/ICT
Financial and technical assistance is provided in the establishment of computer based student enrolment and administration system at universities. A Norwegian company, Ergo Enet, provides technical assistance.

ANNEX 7:

Total Installed Capacity (MW) of Power Plants (of CEB and IPP) – both existing and committed

	Plant Name


	Capacity (MW)

	CEB – Hydro                   Canyon
	60

	                                         Wimalasurendra
	50

	                                         Old Laxapana
	50

	                                         New Laxapana
	50

	                                         Polpitiya
	75

	                                         Victoria
	210

	                                         Kotmale
	201

	                                         Randenigala
	122

	                                         Ukuwela
	38

	                                         Bowatenna
	40

	                                         Rantambe
	49

	                                         Samanalawewa
	120

	                                         Inginiyagala
	11

	                                         Udawalawe
	6

	                                         Nilambe
	3

	                                          IPP
	12

	Total Hydro
	1217

	CEB Thermal                   Kelanitissa :
	

	                                         -Gas Turbine Old
	96

	                                         -Gas Turbine New
	115

	                                         -Steam
	40

	                                         -Combined Cycle 
	150

	                                         -Sapugaskanda Diesel
	72

	                                         -Sapu – Diesel Ext.
	72

	Total CEB Thermal
	545

	IPP – Thermal                  Lakdhanavi
	22.5

	                                         Asia Power
	50

	                                         Colombo Power
	60

	                                         ACE Power - Matara
	20

	                                         ACE Power - Horana
	20

	                                         AES - Kelanitissa
	163

	Total IPP – Thermal
	335.5

	Total Thermal (CEB & IPP)
	880.5

	Total installed capacity
	2097.5


ANNEX  8:

PERSONS INTERVIEWED IN SRI LANKA REGARDING FISHERIES AND AQUACULTURE PROJECT POSSIBILITIES

	Date
	Time
	Organisation
	Contact person(s)

	03.12.2002
	09:00 - 13:00
	NORAD

Norwegian Embassy
	Mr. Tor Kubberud

Mr. Sven Rambøll

Mr. Don N. Samaranayaka

	03.12.2002
	14:30 – 15:30
	Department of Coastal Conservation
	Dr. R.A.D.B. Samaranayake

	03.12.2002
	16:00 – 18:00
	Small Fishers Federation
	Mr. Anuradha Wickremasinghe

Mr. R.M.B.U. Rajapaksha

	04.12.2002
	09:00 – 10:30
	FAO
	Mr. K.P. Sugathapala

Mr. M.H. Gunawardena

	04.12.2002
	13:00 – 16:00
	A.J. Fishing Industries (Pvt) Ltd
	Mr. Arnulf Sandvik

	04.12.2002
	17:00 – 18:00
	Aqua Services Hatcheries Ltd
	Mr. Anura Paranagama

	05.12.2002
	09:00 – 10:00
	Sri Lanka German Private Sector Program (GTZ)
	Mr. Bernard Hettiaratchi

	05.12.2002
	11:00 – 12:00
	National Aquaculture Development Authority of Sri Lanka
	Mr. Ariya Kannangara

Mr. P.S.L. Galappatthy

Mr. A.G. Wellappily

	05.12.2002
	12:15 – 13:15
	Lanka Transformers Ltd
	Mr. U.D. Jayawardana

	05.12.2002
	13:20 – 14:20
	Aquatic Resources Development & Quality Improvement Project
	Mr. Jayantha Chandrasoma

	06.12.2002
	08:00 – 09:00
	Asian Development Bank
	Mr. Sanath Ranawana

Mr. Joseph E. Zveglich

	06.12.2002
	11:00 – 12:00
	A.J. Fishing Industries (Pvt) Ltd
	Mr. Arnulf Sandvik

	06.12.2002
	13:00 – 14:00
	NORAD

Norwegian Embassy
	Mr. Tor Kubberud


ANNEX  9:

NORAD – NHO-HSH  DESEMBER 2002 SRI LANKA: 

MØTE-REFERATER FRA EIGIL THORBERG

Enkeltrapporter fra besøk innen reiseliv, møbler, tekstil, gaveartikler og leker

The Ceylon Chamber of Commerce

Mr. Atton- Deputy Secretary – General

Mr. Major Douglas L. Wijesinha SLE-  Grip Nordic

Mr. Chandrarathna D Vithanage – C of C

Mr. Jayantha Abhayarathne – CCC Consulting  ( Swedegroup)

Mr. Kumara Senaratne – Jetwing Hotels LTD

Tirsdag  031202  1100-  1230

Aktuelle bedrifter: Kammeret har også andre interessenter. Se CD med alle aktuelle adresser.

Lovet også å oversende en liste med aktuelle  bedrifter innen reiseliv, tekstil og møbler.

Privat sektor får stadig større innflytelse. Regjeringen er nå mer fleksibel og åpen enn tidligere. 

Turisme: To store 


Aitken & Spence


Jetwing

Jetwing har 16 hoteller mellomstørrelse til sammen 1100 rom og 1200 ansatte. En svensk gruppe kommer neste uke på besøk. Jetwing er turoperatør for Vingreiser.

I tillegg finnes det en rekke mindre nisjeleverandører av reiselivstjenester. Kammeret står gjerne til rådighet for å finne frem til aktuelle kandidater.

Møbler: Antagelig mest konkurransedyktige på leveranser av komponenter til møbelindustrien.- neppe på hele produkter.

Kvalitet og punktlighet ved leveranser:

Det finnes aktører som kan overta rollen med kvalitetskontroll og formidler også dersom flere bedrifter må til for å produsere for en kunde (jf. Holly Hansen). Kammeret står gjerne til disposisjon for å koordinere dette ved behov.

Kammeret kan også sjekke kredittverdighet.

Forsikringsordninger finnes for å sikre mot problemer ved feilleveranser, manglende kvalitet etc. 

Investeringer preges fortsatt av mangel på risikovillig kapital. Vanskelig å finne private investorer. Penger finnes, men investorene sitter fortsatt på gjerdet . 

Men det har skjedd mye det siste året, lavere inflasjon tendens til mer politisk stabilitet. 

Mars 2003. En større utstilling finner sted hvor det vil være gode muligheter til å oppnå kontakt med de rette partnere. Delegasjoner fra 19 land vil møtes.

REISELIV

Sri Lanka Tourism 

Mr. S. Kalaiselvam

Aktuelle bedrifter:

Aitken & Spence

Jetwing

John Keels – Walker Travels

Størrelse:

330.000 turister inkl. forretningsfolk som bor 1 natt til 3 mnd. på S L. Tall fra 2001

400.000 turister forventet i 2002.     Gjennomsnittsturister blir i 10 dager og bruker 62 $ pr. dag.

S L har 14.000 hotellrom og en kapasitet på 700.000 gjester pr år, dvs nesten det dobbelte av dagens trafikk.

Turistsesong:

Vestkysten : nov-mars

Østkysten  :  april- okt

Cruisemuligheter langs kysten vurderes, kan dermed bringe folk rundt kysten som alternativ til dårlige veier, og derfra og inn i landet for kortere sightseeing.

Båttransport fra Colombo eller flyplassen til Galle vurderes også, eksempelvis med katamaran.

Båtcruise kombinert med India og Maldivene kan også være aktuelt.

Nøkkeltall tilgjengelig:

Web – sider ?

Aitken & Spence Travel

Mr. Gehan Perera

Tirsdag  031202  1600-  1730

Størrelse:

Selskapet er et lokalt aksjeselskap startet i 1868, se også årsberetningen

Opprinnelig teplantasjer, shipping etc.

Er i dag nr. 1 på følgende områder:

Turisme

Shipping

Forsikring

Er agenter for Lloyds, TNT og TUI (tysk turoperatør), Har også kraftverk

Selskapet har ca 7.000 ansatte, i tillegg kommer folk på plantasjene.

Har 13 egne hotell med over 1.000 senger.

Samarbeider i dag med Star Tours som ønsker å ta opp igjen reiser til SL neste år.

Veiene vil neppe bli forbedret de kommende årene.

De vurderer også cruiseskip, gjerne en kombinasjon med Maldivene, India og Sri Lanka

Skip med ca 150 kabiner vurderes

Hoovercraft (bedre med katamaran eller hydrofoil?) vurderes som alt. Til veinettet, spesielt fra flyplass til Galle og Colombo- Galle.

Sjøfly kan også være et godt alternativ innenlands, da det finnes mange kunstige sjøer.

Reiser:

Rene badeferier

Tematurer som golf (NB best i innlandet  og i høyden pga varmen.

Dykking

Kulturreise

Hva med norske trenere fra en golfklubb om vinteren? Nowaraelia er engelskmennenes paradis for golf pga godt klima, ikke for varmt.

Også shopping bør taes med som et interessant aspekt da fortsatt et billig land.

Hoteller  bør bygges ut etter hvert . er interessert i samarbeid med norske investorer:

Stordalen

Buchhardt

Home hotels

Rica- Rivelsrud

Olav Thon

Jetwing

Ms. 

Mr.

Også Jetwing driver egne hoteller, I alt 13. De har samme ideer som Aitken & Spence, men er svært opptatt av tematurer innen kultur, sport, naturopplevelser , dyreliv som eks. ”birdwatching”.

De samarbeider med Vingreiser og antar at de starter opp igjen med Skandinavia neste år.

MØBLER

Grip Nordic  furniture

Major. Douglas L. Wijesinha

Sönn: Kamil  C. Wijesinha (General Manager)

Jarle Gullesen Fra Nordic Comfort Products, Hemnesberget deltok også på møtet.

Størrelse: Selskapet Grip Furniture (Pte) Ltd. Er moderselskapet.

Grip Nordic har 50 ansatte og en omsetning på ca. 1,2 mio NOK. Totalt omsetter gruppen for ca 10 mio kroner inkl. det lokale markedet.

Grip Nordic er et Joint Venture hvor Nordic Comfort Products ,Hemnesberget er partner.

Jarle Gullesen fra dette selskapet deltok i møtet.

De produserer også for selskapet NIBU i Drammen, som er et trading selskap.

Selskapet startet i 1980 med produksjon av stålmøbler.

Produserer i dag hovedsakelig stoler, men også skap,bord etc. for kontorer og hoteller.

I 1995 ble kontakt etablert via Norads matchmaking programme. Det var Teknologisk Institutt ved Harald Osvik som tok kontakt.

TI vurderte flere land, bl.a Malaysia, Thailand og Sri Lanka.

S L ble valgt fordi:


Tilgang til råstoffer


Rimelig arbeidskraft  Men neppe det største fortrinn da produktivitet lavere.

En del av produksjonen foretas med Rubber Wood som er et rimelig materiale.

Produksjonen foregår ca 15 km fra Colombo

I dag produserer de hovedsakelig komponenter til stolproduksjon (alt treverk)

De lager også hylleknekter i tre som kan selges via byggevaremarkeder og jernvareforretninger.

De anbefaler absolutt Joint Venture modellen.

Fra Norge harde fått nødvendig know how og opplæring hvilket har hatt stor betydning

Pålitelighet: Samarbeidet har gått utmerket iflg. Gullesen. Problemer har blitt løst smidig underveis. Kvaliteten på leveransene har vært god. Trening gitt fra Norge spesielt for kvalitetskontroll har vært av stor betydning.

Også produksjonsteknologi og design kommer fra Norge.

De har hatt glede av Norad på to sektorer:


Trening


Infrastruktur?

Norad har vist stor forståelse og fleksibilitet.

Ideer:

S L kan produsere alt i mahogny, teak (godkjente og sertifiserte trematerialer). Også barnemøbler, treleker etc. kan være aktuelle artikler.

Også sofaer med stoff bør kunne produseres her, evt. Med importerte stoffer. 

Stoler bør også kunne selges til India som ligger 60 km vekk og har en kjøpesterk overklasse.

Kapital er tilgjengelig. Men rentene er høye, 18% for store bedrifter, 12% for mindre og mellomstore.

Nøkkeltall tilgjengelig: Ønsker ikke å gi tall. Nordic har ca 50 ansatte, usikkert hvor mange i sum i hele selskapet. Break even som resultat siste 5 år, men den norske bedriften har vært meget fornøyd. 15% selges lokalt, 85% eksporteres. De utnytter i dag kun 40% av produksjonskapasiteten.

Web – sider : Se www.gripfurniture.com
Erfaring med  eksport til andre land: I tillegg til Norge også erfaring med USA

Referanser  Gullesen må være den beste referanse

Woodman Lanka (PVT) LTD.

Mr. Ravindra Rodrigo (Director)

Størrelse: Selskapet er en del av Chandra Senanayake Holdings, navn etter grunnleggeren.

Ca 260 ansatte fordelt på to fabrikker, omsetning ca 200 mio Rupi ( 16 mio NOK)

30 % eksport

20% solgt i butikk

50% til prosjekter (hoteller etc.) Hotel Oberoi er møblert fra Woodman Lanka

Pålitelighet:

De produserer en del for Arthur Brett i UK, som er en anerkjent leverandør av kvalitetsmøbler.

Marked:

De selger i tillegg til UK til Maldivene (hoteller) og til Bangladesh.

Kvalitetskontroll_

Alle prøver sjekkes av kunden før produksjon settes i gang.

Know how transfer for produksjon og kvalitetskontroll ønskelig. Fortsatt svært manuell produksjon.

Hvordan komme i gang:

Step 1: kontakt med handlere

Step2: hvis vellykket kan Joint Venture diskuteres

Produkter:

Soverom

Spisestuer

Stoler

Skap

Barnemøbler

Hagemøbler i stål og glass

Web – sider ?

PORSELEN

Royal Fernwood Porcelain Ltd.

Mr. Telley Fernando (G M)

Mr. Ozeer (export manager)

Selskapet er 6 år gammelt , men har personer med mer enn 20 års erfaring fra bransjen.

Produkter:

Middagsservicer, kopper etc i porselen designet etter kundens ønsker.

Minstekvantitet av et mønster er 5.000 assorterte enheter.

Størrelse:

Omsetning ca 600 mio Rupis (50 mio NOK)

Antall ansatte : 500

Årsproduksjon ca 6 mio enheter kan økes med ca 35%.

Kan produsere tallerkener, opp til 30,5 cm dvs. 12 ”

Fabrikker:

Har flere fabrikker, bla. En egen for dekorasjon og påtegning av mønster, hovedsakelig maskinelt

Referanse:

Porsgrunn fabrikker

Marks & Spencer

British Homestores

John Lewis

På en skala fra 1 til 3 (3 best) befinner de seg i øvre del av 2 tallet.

Messer :

Deltar fast på Frankfurtermessen 14-18 febr. 2003

Halle Nr. 9

3.Stock

Nr. 3     51/55

Prisliste medfølger. De er svært interessert i et kalkyleskjema for Norge

Også info om evt. Tollsatser er av interesse.

Selger til 40 land.

Har vært SL’s nest  beste eksportør uansett bransje

Har også japanske utmerkelser.

Har sertifikat på kvalitetsstandard-

TEKSTILER, STOFFER

Kandygs Handlooms (Exports) Ltd.

Mr. Felix Yahampath

Ms.           Yahampath

Torsdag  051202  1100-  1230

Mr. Y. Er også president for  the National Chamber of Exporters of Sri Lanka, som svært gjerne vil etablere kontakt med oss.

Størrelse:

De har 5 fabrikker med ca 200 ansatte.

Produkter:

Home textiles

Gardiner

Duker

Leverer også alt av tekstiler som et hotell trenger.

Solgte tidligere direkte til en rekke norske utstyrsforretninger.

Vil være 3 mndr. i London i vinter. Besøker messer i Tyskland og England.

Er villig til å sende en person til Norge dersom interessenter finnes.

Hometex er et datterselskap.

Har 2 forretninger i Colombo

Kvalitetskontroll:

Har 3 sjekkpunkter underveis. Siste før pakking.

Pålitelighet:

Meget enkel manuell produksjon, starter med bomull, av og til blandede materialer.

Leverer også alt av tekstiler til et helt hotell.

Ønsker:

En dyeing machine (for innfarging av garn) da dette gjøres manuelt i dag.

Kan også være interessert i finansiell bistand.

Design, hjelp på dette feltet er viktig.

Knowhow transfer er også et vesentlig felt.

Opplæring i alt fra marketing til produksjon er av interesse

Eksportandelen er over 50%

Messer : Dersom Norad kan støtte/hjelpe til med deltagelse på f. eks Gave og interiørmessen er det av interesse for flere bedrifter.

Bøkene føres for hånd, alle kundelister i håndskrevne bøker.

Web – sider 

Erfaring med  eksport til andre land

Har også hatt kontakt med en Gunnar Hegg i Norge som nå er nedlagt.. De solgte bl.a. stoffer til norske skoler.

Referanser

Möbelum Einkauf GmbH

Ostring 7-9 

97228 Rottendorf

Mr. Feldhaus 0049 930290990

Har fått en del eksportpriser

Priser og kalkyler. Antar at det her brukes 8-10 gangen fra Rupi til NOK.

S L er 20% dyrere enn India , men kvaliteten er langt bedre iflg. Y. 

I egenskap av president i eksportkammeret er han svært interessert i kontakt med Norad med tanke på:

Te

Tekstiler og klær

Kokosprodukter

De vil gjerne presentere en artikkel om ” How to to business in Norway”. I siste nummer ble det presentert en artikkel om Italias. Artikkelen ønskes i deres februarnummer.

LEKER, GAVEARTIKLER

Asian toys

The Toy & Craft Association of Sri Lanka

Består av 15 selskaper hvor både Edna Exports og Simplex er medlemmer.

Snakket med

Orchid Agencies 

Mr. Gehan P. Wanigasekera

Produkter hvor tekstil er grunnstoffet.

Soft toys

Artikler for kjøkkenet, grytekluter, forklær etc.

”Children’s accessories

 Gospel House Handicrafts Ltd. 

Mr.  Shiran Karunaratne

Han har 25 års erfaring  med treleker.

Begge bedriftene har ca. 80 ansatte, en lager soft toys , en lager treleker- puslespill og andre intelligente leker.

De ansatte er mest kvinner som tjener ca 4-5000 Rupis pr. mnd. I tillegg får de en premie på ca. 300 for å komme på jobb hver dag.

Lett å få tak i god arbeidskraft da mange har erfaring fra søm i tekstilindustrien.

De følger kvalitetsnormen EN 71 og lar seg teste av SGS et lankanesisk testinstitutt.

Messer:

Deltar med en felles stand på leketøysmessen i Nürnberg (jan-feb)

Deltar også på Ambiviente i Frankfurt (i febr like etter Nürnberg)

Mangler kontakter i Skandinavia

Ikea har lokal agent på S L

Interessert i 

Design- f. eks en norsk designer som kommer ned og hjelper flere etter tur

Mangler en designskole

Knowhow transfer for produksjon av artikler i tre er av interesse

Brukte maskiner er også av interesse

Støtte til deltagelse på messer

Nøkkeltall tilgjengelig:

Web – sider ?

Kontaktpersoner:

Erfaring med  eksport til andre land

Referanser

Simplex Int.Ltd (toys)

Mr. Denzil Aponso (MD)

Torsdag  031202  0900-  1030

Produkter:

Barnemøbler og leker av tre.

Størrelse:

Hadde tidligere 600 ansatte men etter urolighetene har de bygget ned til 45.

Pålitelighet:

De trenger i dag hjelp til følgende:


Teknisk assistanse


Opplæring


Design


Kapital (klarer ikke lenger å holde lager)


Ønsker også brukte maskiner til lav pris


Mangler gode nok skruer og festemekanismer til sammenskruing av bord stoler etc. 


Når produktene leveres i flate pakker

Har en viss eksport til New Zealand og Australia, men for lav produksjonskapasitet hindrer dem i å ta store ordrer.

De mener selv at de er konkurransedyktige både på pris og kvalitet. Produktene så absolutt interessante ut.

Harald Osvik fra TI har vært der for seks måneder siden. (osvh@teknologisk.no)

Kan vi hjelpe til med adresser for levering av skruer og beslag?

Nøkkeltall tilgjengelig:

Web – sider ?

Kontaktpersoner:

Erfaring med  eksport til andre land

Har også levert til Danmark

Toys & Co

First Brands

H.P. Christensens vej 1

DK-3000 Helsingør

De har ikke hatt kvalitetsproblemer eller klager på leveransene.

Kan Norad hjelpe til med utstilling, deltagelse på messe for å etablere kontakter?

Dette gjelder flere bedrifter.

Kent Holdings

Mr. Gamini Saparamadu (MD og grunnlegger)

Mr. Aruna Kumarasinghe ( Director Finance)

Tirsdag  031202  1600-  1730

Gamini er egentlig utdannet fotograf i USA ,men startet dette selskapet i 1983

Størrelse:

Ca 800 ansatte i 8 selskaper:

Kent Holdings

Photografix  Commercial Studios

Photografix  Color Laboratories

Kent Display Systems

Kent Productions

Kent Display Exports

Kent Aitee Partnership

Kent Production Engineering

Pålitelighet: Virker meget seriøse og har oppdrag for en rekke kjente firmaer.

Behersker laserteknikk for gravering og utskjæring.

Finansielt sterke etter eget utsagn.

De driver en egen skole med ca 150 elever, som lærer 


Software for reklamebransjen


Design


CAD-design

Produkter:

Store fotoplakater til reklamebransjen

POS-material (point of sales)

Bilderammer

Bokser i tre til te, flasker etc som delvis kan brukes til CD-samlingen etterpå.

(ex. Boks for Campari , deretter CD-boks)

Sterke på giveaways, lager trestativer- bokser etc og importerer klokker, kalkulatorer, penner som kombineres med tre..

Laserskrivere for inngravering.

Kent Aitee Partnership er et eksperimentfirma som prøver ut nye ideer.

Fra en samarbeidspartner ønsker de:


Markedstilgang


Knowledge


Experience

Nye aktører må ha


Klare ideer


Godt marketingkonsept.

Ideer:

Bokser av tre for vin i gavepakning som etterpå blir til CD-boks.

Også for spillkort, sigarer, golfballer

De kan lage det meste av give aways, gaveartikler med reklametrykk.

Nøkkeltall tilgjengelig:

Web – sider ?

Kontaktpersoner:

Erfaring med  eksport til andre land

Referanser

Edna  Group  

Exports (toys)

Mr. K. Samarasinghe

Fredag  061202  1100-  1230

Størrelse:

3.000 ansatte, arbeider på en rekke felt fra sjokolade, sementsekker, vannpumper, takvifter og leker

150 arbeider med leker, 100% på eksport

I alt har de 22 selskaper

Pålitelighet:

Meget solide med til dels høye markedsandeler i S L

Lager non-toxic leker holder standard EN 71

Nøkkeltall tilgjengelig:

Web – sider ?

Kontaktpersoner:

Erfaring med  eksport til andre land

Referanser

Handelshaus Gollnest & Kiesel KG

Hauptstr. 13-16

D-21514 Hamburg

Ønsker 


Etablere kontakt med potensielle kjøpere


Know how transfer


Opplæring


Design


Hjelp til deltagelse på messer


Deltar gjerne på en passende messe i Norge

Barefoot Textiles

Mr. Dominic Sansoni (MD)

Ms. Jane (kusine)

Ms. Srianthi Constantine (Export Manager)

Onsdag  031202  1100-  1030

Størrelse: 600 ansatte samt ca 200 deltidsarbeidere.

Selskapet ble startet av hans mor i 1960. Design var hovedideen.

De produserer alt fra plantasjer, veving innfarging etc. til det ferdige produkt.

De har 7 fabrikker hvor de starter med veving.. kjemikaler fra Ciba-Geigi benyttes delvis i produksjonen, da det viser seg å være mer miljøvennlig enn naturmetodene.

Kan best sammenlignes med Marimekko.

Erling Brun var importør i Norge , frem til virksomheten opphørte.

De føler seg dårlig behandlet av myndighetene i Skandinavia.

De selger til svært mange land i verden også i Europa.

Produkter:

Stoffer på rull

Vesker, bøker, kosedyr, klær, alt med spesiell design og i stor fargeprakt.

Bannere,

Løpere, duker

Bordbrikker 

Se egen CD hvor en del eksempler er lagt inn.

De utarbeider ofte egne designs for bruk for et helt hotell.

De samarbeider gjerne med designere og arkitekter.

Produktene ligger i øvre prisklasse. 

Det finnes også en butikk i Seattle som bærer navnet Barefoot.

Pålitelighet:

Nøkkeltall tilgjengelig:

Web – sider ?

Kontaktpersoner:

Erfaring med  eksport til andre land

Referanser

ANNEX  10:

NHO-DELEGATION SCHEDULE OF MEETINGS IN SRI LANKA, DECEMBER 2002

	Time Schedule for Private Sector Development Mission - Phase II (Trade Services &Production Indsutries)
	

	 
	 
	 
	 
	 
	29/11/02

	Date
	Time
	Institution
	Contact person
	Contact no
	Remarks

	03.12.02 (Tues)
	07:45
	Breakfast meeting with Wilhelm Wiig
	 
	320001
	Whole team

	
	
	Hotel Lanka Oberoi
	 
	 
	 

	
	09:00
	Royal Norwegian Embassy
	 
	469611
	Whole team

	
	11:00
	Ceylon Chamber of Commerce
	Mr  S C Atton, Deputy Secretary General
	449190
	 

	
	 
	50 Nawam Mawatha, Colombo 2
	
	 
	cnfmd

	
	 
	Lunch
	 
	 
	 

	
	14:00
	Sri Lanka Tourist Board
	Mr  S Kalai Selvam, Director
	437062
	 

	
	 
	80 Galle Road, Colombo 3
	 
	 
	cnfmd

	
	16:00
	Aitken Spence Travels (Pvt) Ltd
	Mr  Gehan Perera, Managing Director
	308308
	 

	
	 
	9th Floor, 305 Vauxhall Street, Colombo 2
	
	 
	cnfmd

	04.12.02 (Wed)
	09:45
	Grip Nordic (Pvt) Ltd
	Maj  Douglous Wijesinghe, Chairman
	348167
	 

	
	
	58 Galle Face Terrace, Colombo 3
	
	 
	cnfmd

	
	11:00
	Barefoot
	Mr  Dominic Sansoni or Jane
	580114
	 

	
	
	Galle Road, Colombo 3
	 
	
	cnfmd

	
	 
	Lunch
	 
	 
	 

	
	14:00
	Kent Display (Pvt) Ltd
	Mr  Gamini Saparamadu, MD
	501231
	 

	
	
	102 Reid Avenue, Colombo 4 (Thunmulla junc, next to Showboat restaurant)
	 
	
	cnfmd

	 
	16:00
	Woodman Lanka (Pvt) Ltd
	Mr  Ravi Rodrigo, MD
	657808 (D), 658379
	 

	 
	 
	4 Senanyake Building, Galle Road, Dehiwela (Opp William Grinding Mills)
	 
	 
	cnfmd

	05.12.02 (Thurs)
	09:00
	Simplex International (Pvt) Ltd
	Mr  Denzil Aponso, MD
	614049
	 

	
	
	3/2 Wata Mawatha, Piliyandala
	 
	 
	cnfmd

	
	11:00

12:00
	Kandygs
	Mr  L F Yahampath, Director
	0777746229
	 

	
	
	24 Neelammahara or (Yahampath Mw), Maharagama

Arjuna Hullugalle, Private Investor. 42 


	 
	575127

hajh@sri.lanka.net


	cnfmd

	
	
	Ananda Coomaraswamy Rd. Colombo 3
	 
	57 35 17 
	 

	
	14:00
	Royal Fernwood Porcelain Ltd
	Mr  J N T Fernando, GM Fin &
	676361
	 

	
	
	Fernwood Court, 110 Elvitigala Mawatha, Colombo 8
	Mr  M S S N Ozeer, Exp Manager
	 
	cnfmd

	
	16:00
	
	
	 
	 

	
	
	
	
	 
	 

	06.12.02 (Fri)
	09:00
	Asian Toy Company Ltd, Col 5
	Mr  Gihan Wanigasekera, Director
	072250610
	 

	
	 
	2 33rd Lane, Off Bagatale Road, Colombo 7 (this address is located at another of their branch offices, under the name 'International Enteprises Ltd)
	(Note:  Mr Mahendra Soysa will be overseas at this time)
	507806-8 (Col 7), 852361 (Col5)
	cnfmd

	
	11:00
	Edna Exports (Pvt) Ltd
	Mr  K Samarasinghe, Director
	472626 (D), 472672
	 

	
	 
	257 Grandpass Road, Colombo 14
	 
	 
	cnfmd

	
	 
	Lunch
	 
	 
	 

	
	13:00
	Royal Norwegian Embassy
	 
	 
	 

	
	
	
	
	
	

	WW/saw
	
	
	
	
	

	
	
	

	
	
	
	
	
	

	
	GTZ has an extensive "Private Sector Development Programme" going on in Sri Lanka.  If time permits, discussions possible (Dr. Peter Dietrich 074 52 12 02)

	
	
	
	
	
	

	
	Ceylon National Chamber of Industries, Ms. Ajantha Ismail, Deputy Secretary General.  Meeting to be confirmed. (Thursday afternoon not available) Tlf. 42 37 34

	
	
	
	
	
	

	
	Mr. Hiran Cooray, Managing Director of Jetwings Hotels (tel.: 345728) wants to meet with the team to discuss tourism issues.  Meeting, preferably informal, to be confirmed according to time available. 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


	Time Schedule for Private Sector Development Mission - Phase II (Fisheries, Transport, Energy and IT)
	
	

	
	
	
	
	
	29/11/02

	Date
	Time
	Institution
	Contact person
	Contact no
	Remarks

	03.12.02 (Tues)
	07:45
	Breakfast meeting with Wilhelm Wiig
	
	320001
	Whole team

	
	
	Hotel Lanka Oberoi, Colombo 3
	
	
	

	
	09:00
	Royal Norwegian Embassy
	Sven Rambøll, Second Secretary
	469611 - ext 132
	Whole team

	
	
	Tilapia project Royal Norwegian Embassy
	
	
	

	
	
	Lunch
	
	
	

	
	14:00
	Department of Coast Conservation
	Dr  R A D B Samaranayake
	449754-6
	

	
	14:30
	4th Floor, New Secretariat Building, Maligawatte, Colombo 10
	(Note: will be at Parliament and may delay to 14:30, welcome to sit & wait)
	cnfmd

	
	16:00
	Small Fishers Federation
	Mr  Anuradha Wickremasinghe, MD
	071-212569
	

	
	
	meeting at Hotel Lanka Oberoi, Colombo 3
	
	
	cnfmd

	04.12.02 (Wed)
	09:00
	FAO
	Mr  K P Sugathapala, Progr Officer
	580798/588537 - ext10
	

	
	
	202 Bauddhaloka Mawatha, Colombo 7
	
	
	cnfmd

	
	11:00
	Ministry of Power & Energy
	Hon Minister Karu Jayasuriya
	564350
	

	
	
	80 Flower Road, Colombo 3
	
	Mr  Jayasiri Perera
	

	
	
	Lunch
	
	
	

	
	13:00
	A J Fishing
	Mr  Arnulf Sandvik, MD
	
	

	
	
	I P Z Katunayake
	
	
	

	
	16:00
	Aqua Services Hatcheries Ltd
	Mr  Anura Paranagama, D
	031-39398, 075-313398
	

	
	
	10/1 Katuwapitiya Road, Negombo (landmark - Negombo hospital)
	
	cnfmd

	
	20:00
	Prof. Mohan Munasinghe. Advisor to Minister of Energy
	
	munasinghe@eureka.lk
	

	05.12.02 (Thurs)
	08:00
	
	
	
	

	
	
	
	
	
	

	
	09:30
	Ceylon Electricity Board
	Mr  N Zubair, Acting Chairman
	422297
	

	
	
	3rd Floor, 50 Sir Chittampalam A Gardiner Mawatha, Colombo 2
	
	
	cnfmd

	
	11:00
	National Aqua Culture Authority of Sri Lanka
	Mr  Ari  Kannangara, Chairman
	675316-8
	

	
	
	11 Mahawela Lane, Dematagoda, Colombo 9
	
	
	cnfmd

	
	
	Lunch
	
	
	

	
	14:00
	Development Finance Credit
	Mr  Sunil de Silva, Vice President
	442015
	

	
	
	Ground Floor, 73/5 Galle Road, Colombo 3
	
	
	cnfmd

	
	16:00
	Ayojana Fund Management
	Mr  Jeetendra Marcelline, Investment Officer
	074-510505
	

	
	
	Mc  Larens Building, 7th Floor, 123 Bauddhaloka Mawatha, Colombo 4
	
	cnfmd

	06.12.02 (Fri)
	08:00
	Asian Development Bank
	Mr  Sanath Ranawana, Proj Director
	387055
	

	
	
	2nd Floor, 49/14-15 Galle Road, Colombo 3
	
	
	cnfmd

	
	09:00
	Hemas Group
	Mr  Hussain, Director (overseas)
	437084, 0777-386625
	

	
	
	5th Floor, 36 Bristol Street, Colombo 1
	Mr  Abbas Esufally - Dir, Ms Serena Fonseka - Fin Dir, Mr  Kishan Nanayakkara - Venture Fund Dir
	cnfmd

	
	11:00
	Lanka Broadband Networks (Pvt) Ltd
	Mr  S Herath, MD
	0777-342924
	

	
	
	241/32 Kirula Road, Narahenpita
	
	
	cnfmd

	
	
	Lunch
	
	
	

	
	13:00
	Royal Norwegian Embassy
	
	469611
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	

	
	
	
	
	
	


�   NHO-Study Team: Ole Hillestad, ABB, Eigil Thorberg, HSH, Erik Hempel, KPMG     Consulting AS , Øistein Andresen, SN Power  Invest, and Stein Hansen, Nordic Consulting Group A.S.


� 	The NORAD report “Study  on private sector development in Sri Lanka” dated September 2002 is available from NORAD


� The Study Team met with:


Sri Lanka Tourist Board


Aitken & Spence and Co. Ltd (A&S)


Hemas Holdings (Pte) Ltd and its group of companies


Jetwing Travels and Jetwing Hotels


Additional to the two major partners also John Keels (Walker Tours) has a good reputation.


A&S , Jetwing anf the Hemas Group all have several hotels on the Island.





� 	Both A&S and The Hemas Group have started investigations regarding fast boat services along the West coast as well as to South India, and both are in search of foreign partners with technology and ship operating expertise. In June 2002, the NORAD NIS Study Team met with Hemas Holdings (Pty) Ltd. about the possibility of the establishing of fast boat services with Norwegian technology and  expertise. This resulted in contact with W. Wilhelmsen Lines, who arranged for Hemas Group to meet with Aboitiz Shipping from Manila, the most competitive shipping line in the Philippines, and survey the potentials along Sri Lankas west coast. The conclusion was that this is an interesting market to do a closer analysis of, but Aboitiz had already committed themselves in another major investment and could not take on this as well this year. A search for a partner is therefore still on, and Norwegian technology and management expertise is considered very attractive in this context.


 


� 	The husband of Mrs. Pereira, the Norwegian lady who runs the business locally for Helly Hansen, is working on a project with attractive, high quality bungalows for rent on the Southwest coast. The first one is finished in these days. (runs under the name of Fishermans Wharf Club in Hikaduwa).





� 	The study team visited: Grip Furniture (Pte) Ltd. which produced wooden components for Norwegian chair producers Nordic Comfort Products, Hemnesberget,  and  Nibu (Trading Company) in Drammen, and Woodman Lanka (PVT) Ltd. Which produces high cost hardwood dining chairs and tables for among others Arthur Brett in the UK, and Arjuna Hullagalle, business entrepreneur.





� 	The study team visited Barefoot, Kandygs Handlooms (Exporters) Ltd., and Helly Hansen





�  The study team paid visits to the following toy producers: Simplex International (Pvt) Ltd., Orchid Agencies (Pvt), Ltd., Gospel House Handicrafts Ltd., and Edna Group








� The source for all statistics used is FAO’s database FISHSTAT, 2002. 
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