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Foreword

As can be seen in its h_ighe"r“ school attendance- and
literacy rates, Sri Lénka, cd‘mpared ‘with its neighboring
'countr.ie_s., enjoys: a _r'elati_Vely high- standard of human resources
under its government policy of strongly emphasizirig social
| '.W_elfai‘e. From an economic point of view, however, Sri Lanka
‘has Iag'géd behind the rapidly developing NIES and ASEAN
countries, and _Still hea\?ily depends on the export of subh
_traditibnai commod.i‘ties as'tea and rubber. The biggest obstacle
to devél'opfnent of Sri Lanka i.s the ethnic conflict between
Sinhalese and T_am'ils, which has escalated rapidly since '.1_983.
The prolonged ethnic conflict has. been caus-i-ng' not only
humran casualties but also various social, economic and political
pr'o’blems ‘ m the country. Given the high develop’rﬁerit potential
of Sri Lanka and the. friendly relation between the two
countries; Japan Strongly wishes for a peac.eful-soiut_ion
to the conflict. To this end, Japan’s development assistance
must be directed toward achieving balanced development,
making the most of Sri Lanka’s rich human resources and

geographical advantage.

Since 1986 Japan has become the largest donor of bilateral
aid to Sri Lanka and in 1988, Japan provided 469% of all
the bilateral aid Sri Lanka received. Japan’'s development
“assistance is intended to encourage the recipients’ own
efforts and  is thus to be initiated by their requests for
| it. But béc.ause of the increasing influence of Japan's development

‘assistance on Sri Lanka’s development planning, Japan is



‘now expected to plan and implement its development assistance
under a consi_stént policy, in cIosé-‘c‘Odrdination n_'ot-'only
with the government of Sri Lanka but 'él’_so with other donor |
‘countries, United Nations organizations, and international |
'financial- organizations. To meet thié expectation, it will
be extIemely important to examme the basm duectlon that
Japans development assistance shou]d take from medium-

and 10ng~ term perspectives.

The Country Study Group for’i development assistance
to Sri Lanka was organized in July 1990 under consignment
from the Japan International Cooperation Agency (JICA).
It convened seven meetings iné}udihg'a public discussion
meeting. It has also implemented field surveys, including
_interviews with the government officials of Sfi Lanka. Through
a series of 'discussions,_ the Study Group has examined the
preséht state of Sri Lanka’s socio?économ'ié deve]opment.
and identify .the optimum course that Japan’'s development
assis.tanée should take. After breparing its draft report, the
- Study Group had a meeting .to exchange views and opinions
and. promote'understanding on the report with the Sri Lankan
side as well as other donor agencies. Spécial mention here
m'ust_ be made of the strong support given by the staff
members in the relevant divisions of the Ministry of Foreign
Af'fa_irs and by the Task Force mainly comprised of JICA
's.taff, not to _inention the invaluable cooperation given by

all the members of the Study Group.

This report is the result of such joint efforts. In view



of ”the importance of Sri Lahka’s cconomic development,
I siritere]y ‘hope that it will co'ntli‘i_'bute't’.o the fo_r'mu_Iation
of 'C_onsis”tent poli.c‘y: for Ja_pan's de_velop_inen-t' assistance to
Sri Léhka_ and _t.o _thé deepening of f-r.'iend.s'hip _betwree_'n the

two countries.
March 1991
Country Study Group for Deveiopment_ Assistance

to the Democratic Soc_ialist Republic of Sri Lanka

' Chairma_n : Ryokichi Hirono
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1. Framework for considering development assistance
- to Sri Lanka | |

1.-1' Overall review

-Sri Lanka is 'aln iSIand cou.ntry located. off the.s'ou'théi"ri
tip of the: Ihd'i_an subcontinent. Since the beginn'ing ol history,
‘it has' had diverse ties to the ciViIiz_ati'ons.of so’uthem India
and _has,served as a link in maritime trade between [ast
énd- West, and from the 16th century on, it Was. colQnized
by Western. powers. Since attaining:'-_in‘d'ependenc”e in ‘19.48:,"
it h_z;s had ‘democratic governments, each duiy e_lected. Their
pol.icies stressingr sOcial welfare have achieved levels of
litéracy, schooling, infant mortality, maternal mortality, and
average life expectancy that are better than those ih neighboring
countries. Its 1988 per capita gross national product, h_'o'wever--,
reméi-ns at a"very.low $ 420, and severe income dispa‘riiies
exist between social classes and- geographical regions. Pérsistent
ethn’ic_.-' conflict between Sin_h'aiese and Tamils since 1983
and the su'bseq.uent decline in public security are still.presenf
‘today', although some signs of improvement have been seen
since 1990. Besides, the disruptive influence of the activities
of a Sinhalase militant grdu’p called JVP (People’s Liberation
Front) had increased by 1989. These unrests were the greatest
impediment'to Sri La_nka’s'economic development in the
1980s.

The economic and _commercial stagnation that has resulted

from ethnic unrest, increased spending on arms, fallout on



tourism and on investment from- these.even‘ts, recent sinking
prices of tea and rubber (traditionally Sri Lanka’s main
e;’cb_ofts)’, and decli'ﬁing agricultural production due to “drought
and bad weather have driven. Sri Lanka into an ever more
serious "economicplight' a deficit-ridden balance of payments,
spiraling inflation, and msuffl(:lent ]ob opportunltles ’I‘he
government of Sri- Lanka has contmued to implement. economic
1_ef01ms .to..combat its economic woes, relying on market
mechanisms to carry out free and open market policies,
budget balancihg; and structural improvements in the public |
sec'tor,_in a'd_dition to an 'urgeht special focus on reducing
- unemployment. It has accepted the recommendations of the
World Bank and the International Monre_tary Fund IMB),
and in 1988 agreed to fhe IMF’_S proposed framewbrk for
a s’truct_ural adjustment p’ro'g'ram. It was  in this context
that the Gulf Crisis erupted with the Iraqi invasion of Kuwait
i'n"Au_guét- 1990, triggering further economic troubles, namely
hi‘ghe.r_ oil prices and a slowdown in its exports to the Guif
sta_tes, 'toge_ther with a return to their country of several
tens of thousands of Sri Lankans until then employed' in

the Gulf, aggravating unemployment.
1.2 Basic sirategy for development assistance

Foreign countries provided $ 592 million in aid to Sri
Lanka in 1987, equivalent to 289% of Sri Lanka’s national
budget outlays. Since 1986, Japan has been the largest donbr
- of bila'tera.l official development assistance (ODA) to Sri

Lanka; in 1988, Japan provided Sri Lanka about 46% of



~all the ODA Sri- Lanka received in Vai*ious forms of assistance.
In.the f_uture,'Japan intends 't'o.emphasize_qua_litat_iv'e; improvement
of the assistance to St Lanka, seeking more effective forms
of aid;While‘ beat‘ing in mind quantitétive increa"s'es_'a's well.
Japan :s'hould coopérafe With Sri Lanka for its peaceful developm_ent
thx*ough.coordinatién both wi_th..the 'gove_rnment of Sri Lanka
and with aid ‘agencies of other _(:Oiun:tries.,"in_te:rnat'iorrial-

organizations, and non-governmental organizations.

. Bec‘ause__ foreign aid aims above all ‘to assist the recipient’s
own effor‘ts, Japan’s aid to Sri_. Lanka shoﬁld be formulated
and ir"np.lement'ed in accordance with thé Sri Lanka government’s )
developmént policies ahd plans, and sﬁould'be imp'lem.ented
m a manner that supports the achlevement of its. objectives.
As mentioned, Sri Lanka is now carrying out a structural
'adjustment program assisted by the World Bank, IMF, and
Jap_an_ should  assist 811 Lanka to achleve the objectives
of ..thi_s program. by coordinating action and implementing
coéperation through linkage with the government of Sri
Lanka. At the same time, however, itr-is_also important to
-éé_sist'the poorest segments of the populatidn, who are most
likely'to be adversely affected by structural adjustment
_"p01101es Areas- Where Japan’s support is especially needed
mclude the correctlon of disparities between the rich and
the poor and among regions while ensurmg overall growth,
| t-h.e Creatioh ‘of jobs, and reconstruction measures in regions

which have suffered from protracted ethnic conflict.

With the objective of sound economic management as



| a.-:mcj'de'r'n nation, Sri Lanka is .-'seeki_ng”__to effect suitta.b'l_e
_'g.'rlo”wth' of Vax‘ious industries: To this 'er.id',_“it'-r-nustr Simultane_ous'l'y:
“build up_:'both'- an approprfﬁte industrial bas_e-z'ind ‘human
'i‘eéour(_:es,”--as _.Well as -proindt’e a sﬁift of the.:population. from
'the--agi_*icultural'sector to o‘ther sectors by-modemizihg ‘agriculture
and. rural_cowmm'unities} A stable flow of human Ir_es'fi)ur_ces
from ég'riculture plays.an importént role in Stipp‘o;tiﬁg the
er.n'e'r'gence and'_growth of..other' industriés. TQ support'h‘arménious
economic growth in Sri Lanka,']a‘pan;_s as'sista;m:_é Should
be fojcused on the linkages and balances ambng different

industries.

Criticism is heard that balanced national 'developr'ne_ni:'
has been delayed by the concéntratidn of funding  thus far
on Iar_rg'e'—scale i:)fojec_t_s like the Accelerated Mahaweli Develo@nent
| .Prog'r_ar_n. In the future, more attention -Should ‘be paid to
the nee_d for striking a balance between 'largef and small-
.scalle__prc)jects; in particular for -supporting those small-
and inedium~s¢a1e_ projects which directly promote the stabilization

of people’s livelihoods.

- While Sri Lanka has had very close geograiﬁhical and
histor_ic'al ties to India and its Subconfinent,-its important
link .th.roug'h maritime transportation and.c_ommur.lication's
with the Middle East and Southeast Asia should be further
ex’p.lo'itéd. Its minuscule domestic market is one reason why
relations_ with these and .other foreign countries _Will be
inéreasfngly important for its future eéonomic development.

' Furthermo'_r_é, it may be well advised that Sri Lanka seize

_ 4.



_eno'rmous' potentials for gains from c]oser_economic. linkages
with its East Asian neighbors. Japan must bear this in mind
and take into account Sri Lanka’s geographical situétion
in assisting Sri Lanka, secking a balanced approach to the
whole .-_regio_n'and viewing interrel'ation‘ship_s from a broad

perspective.



2. Issues and _cOnstraints on developme_nt in Sri Lanka
2.1 Reper,éus'si'on's of ethnic Cbnflict

N ' Orie'of the most serious problems affecting Sri Lanka's
future development is- the aggravation and -p'rolongati__on_
of éonf;li(:t betWeen the Sinhalese majority and Tamil minority;_
The conflict escalated suddenly after riots in 1983. It has
1‘esu1ted in’ direcf irijury to many people and_ had an extremely
adverse impact on the national economy and .society, ihclud_i_ng '
increased military spending, leading to tighter finances;
int_e'rrup_'tion of development projects due to 'deterioration
of public order in the Northeast, the focus of ethnic c_IaShes;
paralys_is'of distribution channels in the Northeast; overseas
flight of capital and diminution of foreign investment ;
diminu‘ti'on_' of tourists; and transformation of the masses

in the Northeast into refugees.

‘Since 1989, the government of Sri Lanka has made
active effbrts to restore peace, leading to the establishment
of ‘a cease-fire with LTTE, a Tamil extremists’ .group,_
in May 1989. It seemed as if peace would be restor_eid in
‘March 1990 with a full withdrawal of the Indian Peace
Keeping Force (IPKF), but fighting broke out again in
June 1990 between LTTE and government troops in the

North and 'still continues today.

. Sri Lanka, endowed with relatively skilled human resources,

has just embarked on its economic development based on



app‘ropriate"rna‘cro%adnomic'_policies.- To sustain further growth,
it is ‘strongly ‘hop:e'd that the basis for peaceful coexisténce
between the majority and the minor“ity :éthhic"'g’roups will
_be flrmly establlshed as soon as possmle through natmnal
-reconcn_x_atlon. Prompt action is necessary to restOIe the
devastated areas and reétify the income maldmtnbutl_on and
r'e‘g.ionla-l'd_isparities; one of the causes of the current ethnic
conflict. Human ri'ghts issues in Sri Lanka have attracited
'a lot of attentlon from the international commumty in recent
':years ’I‘he profection of human rights is nowadays a major
concern ‘of the international community and not just a domestic
issue. It is thus hoped that the government of Sri Lanka
will honour its commitment to the respect of humari 'rights

in the country.
2.2 Swelling budget deficit and f'oreigh debts

'f:ter a long period of sluggish economic performance
from the 1960&. to the mid-1970’s, the Sri Lankan economy
grew rapidly at the average annual rate of 62/ (from
1978 to 1_982) under the new free-market and development-
oriented pélicies of the Javewardene government beginning
in 1977, despite such adverse factors as the oil crisis and

a world economic slowdown.

~During this period"'o’f_ high growth, however, there arose
some serious economic problems. The most severe among
_thern'v_vas' the rapid rise of government budget deficit aggravated

by extremely active public investment, which contributed

.



to Wid_é’ning' the resoﬁrce- gap, inc’rea._sing the foreign debts,
and _S_p'i-r'a'lihg inflation. Falling prices for tea and other
~primary commodities in recent vears have also further worsened
Sri Lanka’s balance of international péYments, and the slowdown
in ecbn‘omic-and commercial activities and incfeased' military
expendltule resulting from the ethnic confhct have further
- exacerbated. the fiscal problem. Begmmng in 1988 the government'
of Sri Lanka, together with IMF and the World Bank, dtew_
up an economic structural adjustmenf program and began
'to rebuild its finances by .r'afionaliziﬁg- and unifying inéffiCie_nt
'public enterpi‘ises, widening the tax baSe and -'improving-_
the tax collection rate, as well as fosteri mg 1mport substltutlon'
mdustnes and developing non-traditional gxports to impxove
-the balance of mternat10na1 payments. Sri- Lanka’s pohcxes
have long ‘emphasized social welfare. ‘A food stamp program
Ibe.gun in 1979,-a lunch delivery program, 'ahd. an poverty
‘alleviation program called Janasaviya ("people’s pbwer‘;’) _
 were launched in 1989 at greal cost to the government.
_.Th'e"fex:/_iew of these programs is now on the agenda of

the ab'ovefmentioned structural adjustment program.
2.3 Exceésive' size and inefficiency of the public sector

Sri Lanka h_és an immense public sector consisting of
- central government, public enterprises, and government
organiZations. All together, they employ about 1.256 million,

about 20% of the entire active population of 6.19_ million.



2.3.1 Central govermﬁent

Govemment spending - aecounts for 339% to 34% of GDP.
One half of the governments cuuent expenditures go to
the payment of salaries and pensmns to public employees
and to admlmstratwe costs, the remaining half to the national
debt serv1ce and revenue transfers to citizens thzough a
varlety-of welfare programs and subsidies to pubhc en_tezprlses._
Sri L’ank_a once had over 40 ministries, but their merger
é’h’d a’beli'tion'"have been in progress S-iﬁee'Febru‘ary 1989,
Curleatly there are 24 ministries and 130 departments in
addltlon to 86 government organizations. These mlmstrles‘
'and 'gover-nment organizations employ a total of 700,000
people, and about 209% of civil servants working with the
gover nment ministries and departments are sald to be redundant.
Current transfers to various pubhc entelprlses cost about
1% of GDP contribute to the budget deficit, encouragmg'
_ meff1c1ency in public enterprises, and inhibiting sound-deve}opment
of the pri\}ate'sector. Continued efforts to rationalize administrative
or'g_aniietione and systems is therefore vital for Sri Lanka's

stable and sustained social and economic development.
2.3.2 Public enterprises

-~ "Even after deregulation in 1977, public enterprises have
- r_emained quite significant. The present 130 public enterprises
‘employ about 600,000 (of whom 400,000 are employees of
.the“_national tea and rubber estates) ahd they produce about

8%.'(._)f the GDP. It is interesting to observe that while industrial



prc')d'uc'ti(_)n_ in 1989 grew by 15% in. thé private sector, that
of government-run enterprises shrank by 21 %. Similar Observ_ations
can be made with regard to banks, insurance, tea plantations,

and bus transportation,

As part of its on- gomg structural adjustment program,
the govetnment of Sri Lanka is canymg out pmvat;zatxon
o_f__ public ente}.prl_ses, but so far it’s _l_aggmg behind pax_tly
due to the lack of an efficient financial market, which has
blocked the government’s efforts for cqmmerci_alizat_ion' and
privafization. There is also a 'legitima__te fear inside and
outside the government that pri‘}atiza_ti_én, if not carefully
pursued and programmed, may lead._to private and,/or foreign

monopoly. of relevant sectors of the national economy.

2.4 Drisparities between the rich and the poor and among

‘regions

Sri1 L'anka has long promoted those policies that put
pr_ioritly on social welfare and on rural arcas, generating
positive achievements, measured by such social indicators
as -the'.high rate of school education and the low rates
of inffant: mortality and population growth (including the
urban_population). Nevertheless, the gap between the rich
and the poor remains wide, and a large segment of the
populatii_o'n, 279%, mainly in the rural areas, is poor. The
r,ecén_t _deregﬁ__lation and market improvement measures are
'sai'd_to ha‘},e further contributed to widening the gap. The

most severe poverty affects women in rural areas, especially

10 -



woman-headed households i The 1mpact on rural. cottage
mdustmes of detegulatlon r)f trade and entry of foreign
-._caplta_l is sald to have progresswely.worsened the- pI_}ght
_Of}.’vvorn_érl at_the bottom of the econo’mic_ lad'der in rural

areas.

More ‘than' 60% of the farmers in Sri Lanka are tenant
far‘m'érs.w_it’h srhall plots of less than‘O.-G ha. Thése small
-t_en_ants earn even less than female factory workers, and
ré)o'fé'w.jobsi ére av_ail.able to fill the gap ‘in rural districts.
In 'theviwet' southwestern region, covering éne quarter of
| Sri_'_'-La_Iiké, Wh‘é_re ‘annual rainfall exceeds 1,875 mm and which
is inhabited by 60% to 70% of the total population, the
plantatlon Sector occuples a large portion of. the terrltozy
| _Iand further expansion of tenant farming is Vrrtualiy anosmble
-There exists a serlous Iand problem, aggravated by populatlon
growth Ma;or steps that must be taken to alleviate poverty
in ‘rural zones and reduce the number of the poor, include
'rr_io_re é_ffective use of land, development of -d_ry--land, and
p'r'orr:l'otion of rural industry, as well as modernization of

agriculture in close coordination with that of other industries.

Major gaps also exist among different regions in Sri
'L’a_nka.' The per capita income is three to four times higher
in Western Sri Lanka, where Colombo is located, than in
“the 'E.ast or Northwest. Greater development _efforts should
-b‘e'-made_ in the less developed areas outside the Greater
Colom_bO'.'However, intensive investment, especially 1r1 the

industrial sector, must still be made in the Greater Colombo
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I'eQiOri -Wher-e the industrialinfra'etrucfure -has been built
up to ‘a relatlvely Substantlal degree. Parallel development
'must be puisued comblnlng re}atlvely large- scale mdustr;al
'development centered on Colombo with accelerated. developmeni

in the_1ura1 provinces,

2.5 Limited employment opportunities at home _and emigration

for jobs.

Sr1 Lankas unemployment rate in 1986/1987 Was  as
hlgh as 15 5%, and 2364 among women. Unemployment
of people with hlgher educatlon is a serious problem. In
rural areas const1tutmg 70% of the total populauon, su1tab1e
job-;oppor't'u'nities for the highly educated are-scerce, and
even in- _C_o_lom'bo'._and other cities, industry is not yet developed
to. 't;he_point where" it can eccommodate a sufficient number.
‘Nor “is' the situation satisfactory even for those who find
jobs.. Many-women with a higher education, for'example,

can only find simple manual jobs at low wages.

'Many-'Sri-:-Lankans; therefore, go overseas to look for
| high—'peYing jobs. Hundredls of thousands are said. to be
| Woi‘king ..i_h the Middle East and elsewhere. The money they
remit”"h'ome__has become one of the major sources of foreign
cﬁrreney,“bu_t the tr_oubles and privations they suffer overseas
: a:r_e';also'ﬁinereaeing]y apparent. If stable domestic employment
were gua:ran'teed. they would not have to go overseas to
find j"obs. It is, therefore, strongly hoped that greater job

opportunities will become available at home. The problem

—17 -



is' compOunded by the fact that 'many expatri'ates are not
'_unskllled workers but skilled workers and professwnals
Despite hlgh domest1c unemployment medzum and hlgh level

technicians. and engineers are in shoxt_ supply in Sri Lanka.

The unemployment _probl.em is Worseriin-g:- further with
th.‘e_-'retu-_rn' of a large number of workers from the Middle
Eést;"fcjllo.wing the eruption of the Gulf Crisis in AuguSt
1990, adding more to the already high unemployment'nec‘essitafed '
by the 'Struc_:f.ur.al ‘adjustment .'progfam_ m the public sector.
On thé ‘other hand, it is suspected that a larg_e* proportion
of the over 70,000 returnces from the_' Middle-,Ea.st“-wi.ll g0
- babk_ ‘_th’efe in pursuit of better jobs emer'gihg during the
.perio'd of reconstruction and stabilization of the Wér_—torn_
area. Ih this context, it is quite urgént that much greater
job opp_Ort_un'ities be created in the country. Besides, some
.a_séiét_anc'e from the international community inay’ be necessary

for those Sri Lankans returning to the Middle East.,

In light of the present situation, the government of
Sri Lanka is trying to support promotion of mining, manufacturing
and trade in order to create jobs while also seeking to
iaunch and promote rural mdustmes in order to create jobs
in rural areas. And guaranteeing productive employment

i_S'-EllSO a step- toward alleviating poverty.

— 13—



3. Priorities  in Japan's 'strategy for development
‘assistance

i Althoug_h some o_f't_:he social .indicators of Sri Lanka
‘have’ airéady_ reached the level of middle income countries,
i't"i_s '.impo.r'tant to enlargé' development assistancé fo Sri
-Lanka_' in the immediate future in support bf--its efforts
to ach’rievé;‘ economic growth through integrated development
of agri_cult-'urer and industry and to alleviate: poverty, keepiﬁg
"in-mind the :need to protect the environment and rectify
regional -and social inequalities. Japan sho'uld. assist Sri L’ahka
to achieve reasonable economic growth in. the_éhort_' run
“and. Wel_l—-balanced and suétainabie develop'ment in the long

rTun.
3.1 | Agriculturai development

- According to Sri Lanka’s official statistics, agriculture
accounted for 23% of the counti‘y"s GDP in 1989, absbi‘bed
45 %‘_. of*t'_he ‘workforce in 1988, and produced 39% of its
eXpOrts_in 1989. Although ag-ricult_ure’s importance has declined
in ré¢_ént years, it is still Sri Lanka’s main industry. Seventy
',pe.r”cen't' of the population lives in rural communities, and
the 'ma-joritly is employed in agriculture or rela.ted'ir.ldustries.
Tfa"ditionél_ly, tea, rubber, and coconuts have been Sri Lanka's
main 'exzplor..ts, and rice and pulse are the main products
'_fo_f domestic consumption, in which Sri Lanka is self-sufficient.
_ Aging'lof plantation trees and drought have caused a drop

ih. b‘rod‘uct'ioh in the former category, while for rice and
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pulse,“product’ion volumes and crop areas aré incx‘eaSing.
The public investment i:;rog'ram (1990-1994) is aimed at
reaching a higher degree of self-reliance in _basié food commodities
(rice, fiéh,-.sugar, .'pu]sé, milk), at increasing the productivity
- of thé-rarbor”crop sector so as to expand. éxport eﬁrhiﬂgs
at promotmg dlversmcatlon encouragmg the estabhshmem
of agro- mdustmes and mcreasmg mcomes and empioyment
opportunities in rural areas. These goals are virtually. 1dent1_ca1
to the 1984 agriculture-food-nutrition strategy, which overturned
- previous agricultural policiés .that were solely focused on
increasing rice production. Meanwhile, under the -struéturai
: adjustm'e'nt program, policies are being drawn up and imljlemented
in specific sectors to improve agricultural prbdﬁc‘tivity; to

diversify crops, and to strengthen export-oriented production.

| Japan's"role is to provide support for agricultural policies
of the government of Sri Lanka, with emphasis on. the following

ten items on the agricultural development agenda.

‘1) Higher rates and greater stability of self-sufficiency
in staple food production and revitalization of plantation
‘agriculture through privatization and other measures ;

2) Crop -diversification through the introduction of field
crops and introduction of livestock raising ;

3) Productivity improve'ment in existing agricultural
production and development of new products for export;

4) * Rehabilitation of existing irrigation facilities, improved
management of the irrigation sysfem and improvement

in agricultural production infrastructures including
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~land tenancy ; |
5) ;P1omot10n and diversification of agro- 1nduet1v and
-r_creatlon of rural Job opportumtles
6) - I\e_ductmn of reliance on human and animel labor
_in- agriculture and ass'ista'nce'in spreading suitable
mechanization in farming ;
7 in_Stitu‘tiona-l _:improvemeht, expansion, and merger of
orgallizations engaged in farnder.s’ education and training,
_aﬁd in the extention of agricultural technology ineluding
.exp'e'ri:menta] research organizations :
'8)' "E'r(_)sion and flood control and securing firewood reseur(':e
- by afforestation ;.
9 Promoting of inland and coastal fishing ;
10) Improvement in marketing arrangements for farm

products.
3.2 Development of mining and manufacturing

~ Industrial development in the Greater Colombo region
-has played a ploneermg role in Sri Lankas industrialization
because the economic infrastructure there has been developed
more’ Hig'hly than in other regions. Its pioneering role should
._be_ further strengthened in the future. To support industrial
'-'deviel'o'prrzle'nt_ in the region, Japan should extend assistance
) with technical cooperation and financing through two-step
.'lo"an's to promote those export industries with comparative
adfra’ntage in international markets. In the medium- and
long- term, however, promotion of industrialization in

underdeveloped districts is indispensable for achieving balanced
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| de\iélbpmeny In the future, thefefore, development of regional
bases s_h_o_lﬂd'.:be included in the agenda, aiming at promoling

industrialization in underdeveloped regions.

| .Indus'trialization'fnust be supported by buildihg an induStrial
infrastructure o promote. the realization of tlmely entrepreneuna} .
oppo1tun1t1es accordmg to a portfolio for development_ of
those industries with comparative advantage using the country’s
abundant, quality work force. Sri Lanka is sitﬁa’ted at the
southern tip of“t_he Indian subcontinent near the Indian
Oc'ea'n'and.the Arabian Sea, at a crucial point in maritime
trafflc Takmg advantage of its close trade links with nelghbormg
countrles, Japan should assist in the development of sound
| and. highly competltlve private-sector industries and support
'séle'cti'Ve. import substitu'.tion policiés and the fe‘structuring
of i.n'effic_i’ent' public enterprises, including obsolete experimental
and"'-train'ing' institutions. In particular, the textile and apparel
industry (the present export ieader) the accessory processmg.
ndustry, which gives added Value to gem stones and other
‘mineral resources, and the agricultural product industry,
Which-'processe_s tea, coconuts, and rubber, all labor-intensive,
should be supported to improve productivity and maintain
competitiveness. 11 is also important to promote various
typ__es"of .assembly and software- industries to absorb Sri
Laﬁké’s high quality labor, and the metals and plastic industries
| that Wi_li' p.r{o"mot.e exports and contribute to foreign currency
earnings. ASsistance- in building, upgrading and improving
industlrial' infrastructures is also needed to support the growth

of the,:countrjfs manufacturing industry.
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- In so doing, much can be learnt in this area from the
Japanese_-'e_x"perient:e in developing production linkages be’tWeen
large- and small-scale firms, the latter acting as feeder
industries for the former. Lessons can also be learnt from
the experiences of other aid organizations in providing-aséistance

to private sector enterprises.

In the area of mining, studies should be made of the

development of mining of ilmenite and other mineral resources.

To .'successfull'y guide Sri Lanka toward the development
of a mining and manufact'uring- industry with comp'arative
advantage in the dynamic global. economy, its leaders must .
exert every possible means to prométe a revolution in the
national consciousness, counting of course on the spontaneous
efforts of ‘the Sri Lankan people. Policy and administrative
support for: efficient industrial development in the long

run are also much needed.
3_,3 Development of infrastructures
3.3.1 - Economic infrastructures

'-_.Dev‘e.lo'pmefnt of economic infrastructures, such as the
tra'nsjportation network, will both support activity by Sri
_Larika_’s i_'ndustry and agriculture and strengthen the linkages
'amo'n‘-glieconomic sectors and the economic, po]itic'ai, and
social _tiesam'ong different regions. That is why they are

indispensable to promoting economic and social development
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on a nation Wlde scale, In order to sustam mdustna] development
it is espemally 1mportant to -build and improve the energy,
_txansport ‘and telecommumcatlons mfrastmctuxes that will
pxov1de the foundation for mdustnahzatlon (namely, those
“industial lnfrastructures around the Colombo region and
at  regional eentei‘s)'- and - to improve the road and

telecommunications networks connecting major cities.

. Smce cons1delable progress has been made with the.
Srl Lankas natlonal road network, in the ‘short- term, emphasis
should 'be placed on repair and improvement of ex_isting
roads In the long-term,. however expansion of the road
'network ehould be considered to promote regional development
For effective use of existing roads, for example, improvements
in road'oo"ns'truction standards and the construction of model
.rio_adewith_ Japanese assistance should be considered. Due
to the hature_ of - the terrain in Sri Lanka, railroads would
have scant advantages over truck transportaion. Efforts
in this area should be focused on repair of existing railroads
and on improvements in operating methods. Cooperation
is also needed for privatization and improvement of efficiency
in pu"blic transportation, now being promoted by the Sri

Lankan government.

" The port of Colombo, Sri Lanka’s largest trading port
.a'n'cllj a vital link in maritime transport betweéen Japan and
the'..Mid’dle East, is -approaching its capacity. Improvement
of the port of Colombo should be continued in the future,

while the Galle C(including its free trade zone) and other
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ports are also improved.
3.3.2  Social infrastructures

'Ir_n'pro_vement of water supply and sewage systems .is
vital, for improving the living envirdnm'ent"-andf.cont_r_olling
infectio'us diseases. The Qbsolescehée of water éupply: systems
is serious, even inColo'mbo, and repairs and improvements
are urgent.;.Sgwage ‘treatment lags even further behind, and
even in the capital, Colombo, only_about 69 is treated :
in other regions, treatment 1s virtually nonexistent. In this
area, assistarice is indispensable for deliberate construction
of new facilities and improvement of existing facilities, as
Weil as for more efficient maintenance and management
'c')f' these facilities. Finally, to prevent floods and improve
the living environment, cooperation is needed for drainage

systems in the Colombo region.
3.4 Poverty alleviation

Sri Lanka is endowed with fairly well-developed human
résources as compared to other South Asian countries, but
about 27 % of the population is considered poor and the
majd.ri't‘y of the poor live in rural villages. About 70 %
of the population lives in rural villages, and the majority
of them ar'e_ either unemploved or underemployed. One of
~the -fna’in re’as.ons for this is that the abundant and high
quality human resour.ces cultivated through investment in

social developments, emphasized since independence, have
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not been t;ed to economic development for pollticai and
'pohcy reasons. On the contrary, in recent. yeaxs unemployed
youth .have_ formed: 2 stratum_ of the populatlon fomentmg
‘social-unrest. Up to 1977, political instability Sto_od in the
way_:o_f: consistent économic policies. And since the introductioh
Qf._-'ope_n?.ec()n()my policies in 1977, incomo disparities have
W:iden'ed_,r'd_e;spite increased real incomes and job opportunies,
Presently, in. addition to the ethnic conflict, unem'oloymént,
now over 15%, is worsening and the poverty-stricken segment

of the population has grown to about 27% of the total.

-_P’overty alleviation necessarily requires a tﬁo-—pronged
a'pproéloh.. One approach is through macro-economic policy
con_tributing to su‘stained growth and poverty alleviation,
while "ari'o'ther is through various specific measures targeted
at poverty allevxatlon In formulating poverty alleviation
measures attentlon should be paid to effectlve use of human
resomces,partlcularly in rural areas, through a comprehensive
r.ora} development program which integrates agricultural
with- rural industrial development. Training of rural women
and of youfh to acquire technology and upgrade their existing
Skiil.s‘is especially important.'The'poverty alleviation agenda
also. includes comprehensive development as.sistance for rural
districts. where poverty is especially severe, support for
the gove.rnnment’s rehabilitation measures for areas ravaged

by _yearé of ethnic conflict and for urban slum conditions.

.'Lately, the Sri Lankan government has formulaied a

program of poverty alleviation called Janasaviya. Although
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it has been “scaled down from the original prbpbsal, il l‘%
already bemg implemented in some districts. The program
appears to take -into account the adverse effects of the
structural adjustment program on the people’s living COHdlthll‘%
'.Japan should closely follow its ptogless and find ways (o
support it; if it is" confirmed to be demand-’- and investment-
oriented, and to be effective in promoting the self-reliance
of the_f"poor and _thgir participation in production activities,

and_to_ be targeted to the truely needy recipients.
3.5 Human resources development

Human resources develop_ment is indispensable for carrying
social and economic development forward. Ai_though steady,
serious efforts have been made in this arca over a long
period and Sri Lanka’s 1iteracy and school enrollment rates
have reached the level of the middle income countries, problems
do exist. Aid continues to be vital to improve elementary
and lower secondary school faci.!ities in the'countryside,
where. developmen't lags behind, and their educational curricula.
In addition, in institutions of higher science and technical
education (universities, technical colleges and so on), quantitative
and-. qualitative improvements (through teacher training
-and retrainihg, curriculum improvement, and correction of
“the male-female ratio) are nesessary to fill the chronic
- shortage of middle-level management personnel and leaders

in the future.

In this area, greater attention should be paid to the
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expa.ris'icn"of'aid for training in the third countries in ways
that deepen relationships with India, —Singaporle.' Thailand,
and other neighboring 'éountl‘ies, to the expansion of foreign
student ‘programs, ‘a_nd to the formulation of prograr'ns' that
assist former students in ‘their activities after they'_ret'urh
f-r'o'm"study abroad. In addition, it is worth investingating
'suppmt for tlanslatlon of foreign reference materials written
in fo1e1gn languages for mobilizing the talents of overseas
study return_ees, and for improving the quality of ‘technical

literature in local languages, which is scarce in Sri Lanka.
3.6 Improvement of health and medical care systems

Sri Lanka’s health indicators are relatively good compared
“to nei_ghbbrin'g countries, but morbidity and mortality rates
b‘oth" vary greatly among regions. And although death rates
'_.fr‘Qm ‘certain diseases have fallen, the morbidities are stjll
_high én'd outbreaks of infectious diseases are also high.
Besides, other health problems have arisen, including the
résxi_rgence of malaria —— which had been eradicated in the
1940’s but now recurs once every ten years and accounted
for the hig’_hest rate of morbidity of all diseases in 1987
— and agricultural pesticide poisoning, the sixth most important

cause of death in 1989.

"Ja.pan has already contributed to heaith care improvement
in Sri Larika in a wide variety of areas, including the construction
of the Sri- Jayawardenapura General Hospital in Colombo,

but it Sho‘uld make yet greater efforts to cooperate by assisting
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in the im:prove'ment of Sri Lanka's medical care systems,
for the elimination of mteneglonal gaps among medical
institutions and more effective control of mfchoua diseases,
as well as--for popularization of preventive medicine. If’ossible
areas of cooperation include improvement c')‘f,.the-fac.ilities
and equipment (including such infrastructure as watet supply
systems and’ sanitary treatment facilities) at regiona}-hospita!é
which are central :‘to community health and medical car.e,
the training of medical technicians and nurses, and improvemént
of “the su.p'ply systems for drugs and reagents and of eguipment
and facility maintenance and management systems. Promotion
of primary 'h_ealth care is vital for controlling infectious
_ d.e_'s'eases,:and this requires the upgrading of health. facilities
and the promotion of health education. In the medium~ and
idng-“ term, cooperation is also required to improve. water
supply and sewage systems, an area where Sri Lanka still
lags '-behind.-ln addition, problems of health and sanitation
are involved in development: there is a risk, for .example,
" that environmental pollution (including contamination to
foods) will occur and that labor conditions will deteriorate
as a result of industrial development. Japan should extend
assistance in this area in coordination with ils support

to other industrial sectors.

Thus far, UNICEF, WHO, and other organizations have
cooperated in various ways in the domains of health and
medical care in Sri Lanka; more effective cooperation is

possible through coordination and ties with these organizations.
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8.7 Promotion of macro-economic structural adjustment

~and restructuring of industries and trade.

~ The creation. of policy~making and administrative systems
to effect a constant balance and harmony between macro-
econofnic'n_atidnal development planning and 1niciro~_economic
project action plans is another extremely important area
of Srir'Lénka’s nationél_ developmen! that requires outside
support. Making development management organizations and
systems better, more efficient, and stronger as a whole is
an important factor determining the success of Sri Lanka's
future _so'cial and economic development. Japan’s putting
its ex_p-eri'ence at.the_ service of Sri Lanka will be extremely
beneficial and strengthen friendship between the two countries.
Therefore mutual understanding between both countries must
be incréas_e_d so that this type of inteilectual support will

grow.
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4, Requirements for Japan’'s development assistance
to Sri Lanka

4.1 Regional differences and local people’s needs and
aspirations |

‘While it is a small island country, Sri Lanka has a
highly. varied natural environment consisting of both dry
and Wet zones and highland and lowland. [t also has a
col'orfu'l_history, with disparate ethnical and cultural elements
existing on the island. Likewise, stages of economic development
also vary among regions; a large gap separates the most
__affl'uent region, surrounding Colombo on the west cdast.
‘and the rest of Sri Lanka. Thus in planning and implementing
its aid to Sri Lanka, Japan should seek out, select, and implement
pi?oject_s that are more closely suited to .local needs, taking
locél_c_hal‘ét:teristics into account. In addition, since ethnic
conflict has left widespread ruin in the Northern and Eastern
provinces ; a different approach from othef regions must

be adopted in planning aid to this region.

Since poverty alleviation projects directly affect the
lives .of local people and communities, such projects must
be so prepared as to reflect the needs of the local people
accurately and. to pro_mote'their particibation in project
planning. To provide effective support on the basis of local
conditions, measures should be taken to better understand
thé- local realities, utilize local expertise, and cooperate with

local non-governmental organizations.
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4.2 Linkages among different sectors.

Agriculture is Sri Lanka's largest indus-try,_ and most
of the rural population is employed in agr_ituiture or industries
related to it; for Sri Lanka to achieve sound 'induStrjalization'
in the future, the development of agriculture must be cohsidered'
from the national economic standpoint, including modernization

of agriculture to support industrialization.

- -Farming in Sri Lanka relies on human and 'an_ima].musc]e
power, Which is low in operating efficiency ; when harvest
time (ﬁ_omés,-'i11evitably', large nuinbers of farm ‘hands are
needed, and it is important to bear this fact in mind. In
other words, as i'ndustrial_ growth increasingly creates jobs
and" absorbs the workforce in rural areas, the resulting temporary
shortage of manpower will make it very difficult to plant
-a'n'd'har'v_est' crops in time unless measures are simultaneously
taken to modernize and appropriately mechanize farming
methods during harvest seasons: this manpower shortage_
'c’dﬁld' reduce harvests quantitatively and qualitatively, while
droughts and abnormal weather could also be major destabilizing
influences on crop harvests. This could leave the entire
"rtlat'ion"s rural areas underdeveloped indefinitely. It is therefore
‘of s$upreme importance for Sri Lanka’s industrialization that
measures to modernize agriculture accompany industria_l policy.
.In terms also of Japan’s aid, the modernization of agriculture
zs indispénsable both to the increase of agricultural productivity
and to the‘deVelOpment of manufacturing and other industries.

Japan's 'dev'e'lopment' assistance should take fully into account
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the balance and li_nkages between the agriculture and other
sectors-of the national economy,
In addition, within the industriai 'secto_r, backward and

forward'linkagés between different subscctors must be promoted.
4.3 Role of women

In S;‘i Lénka, there is no apparent educational gap
betw_éen men and women. Women's literacy rate is as high
as men’s, and many women have received higher education.
Rates‘of_infant.mortality and maternal mortality before
'an'd' during childbirth are both relatively low, and men and
women have:equal property rights and suffrage. Sri Lanka's
| women cannot therefore be said to be in the worst situation
as -compared to conditions in the rest of South Asia. There
are problems, however : worsening poverty affecting women
wh'o he‘éd_ households in rural areas, and unemployment rate
that is almost twice as high as men’s, employment of highly
educated women in menial jobs, male-female wage differentials,
and barriers to job'-promotion, For Japan’s assistance, it
1S impdrtant to pay more attention, from women’s point
of view, to the positive role of women, espec_i—aily- in agriculture,
so as to prevent a worsening of their present situation,

"and open the way for them to assume management positions.
4.4 Environmentally sustainable development

_-Currenltly environmental problems have begun {o surface
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. iln Sri Lanka, such as the destruétion of forests caused by
firewood coilection for fuél. disorderly seft]ement and development
of farmland with the growth of the poor'popuiation.'-ft
is also feared that development of industry élong”the' coast
will pollute the ocean. Coastal erosion in the southern and
siouthwester_n regions, where foreign aid is already being
-illitiated,_is' reported to causc the disappearance from one
to seven meters of coastal land annually, and the problem
is growing more serious. The problem is said to have arisen
in ‘the 19th century and its causes to be elevation of sea
level, high waves during the monsoon season, disruption
of the ecosystem resulting from exploitation and seltlement
of the coastal .areas, and especially destruction of the mangro\res
that had built up a natural breakwater in the past. Coastal
eroéion is also occurring on the Jaffna peninsula. It is vital
.f'or Japan to support Sri Lanka’s sustainable development
by_co_opefatin‘g in. the formulation and implementation of
development plans that take the environment more into
account and also by cooperating actively for stronger and
be:t'ter' systems and technology for environmental protection

in Sri Lanka.

4.5 Improved coordination with other bilateral aid agencies,
the United Nations’ organizations, and internati_onal

financial institutions

~QOther bilateral aid agencies, the United Nations® organizations,
and international financial institutions are all assisting Sri

LLanka in its economic and social development on the basis
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of their own strategies and cxpertise, As mentioned several
times__brgv-iouély, Sri- Lanka has begun, under the saegis of
IMF and the World Bank, a structural adjustment program
whose success or [ailure will have an extremely inmortant
influe_rice_ on Sri Lanka’'s future development. In J_a]jah's future
assistance, it is important to support Sri Lanka's development
through bettef communication and coordination wilh aid
agencies of West Germany, the United States, and other
advanced countries; the World Bank, the Asian Development
Bank, and other international financial institutions; and
the U.N. Development Program, the Food and Agricullure
Ofganization, UNICEF, and other organizations of the Unijted
Natioﬁs,- to complement their respective strengths while avoiding
competition or duplication. Coodination of Japan's ajd with
the structural adjustment program being carried out with
the support of the World Bank and IMI is also essential
for its successful completion. Adequate discussions must
be held with the government of Sri Lanka and the World
Bank and IMie to study implementation of structual adjustment

measures better suited to Sri Lanka.
4.6 Implementation of aid from a regional perspeclive

Because Sri Lanka is well-endowed with human resouces
and a good geographical location in comparison with other
countries in Southwest Asija, it has extensive growth polential
and it is being watched in anticipation that it will follow
the steps of the NIES and ASEAN, jts domestic market,

however, is small and its indusiriglization policy {ocusges
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on promotmg exports. In this context, Sri Lanka's fulure
'development could not be accomplished solely on its OwWn ;

it must rely heav:ly on relationships with India and other
.South'west “ASian’countries ASEAN, the Middle FEast, the
ZNIES Japan and other advanced nations. In view of the
-contmumg dlfflculty India faces in opemng its vast mdrl\(,i
‘to foreign exports, including those from Sri l.anka, and in
view of the prospect of rapidly exp.anding economies in
East- Asia, it may be proper to encourage Sri Lanka to look -
- more seriously at the possible benefits accruing from mutuai

cooperation with its like-minded neighboring countries,

On the other hand, Sri Lanka has many points in common
“geographically and in terms of stage of economic development
with other countries in ‘Southwest Asia, and its export industries
are likely to enter into serious competition in many areas.
~Thus Japan’s aid should be implemented from a wide perspective,
éncor‘npassing the entire region, so as to promote mutual
c’oopération and deveiopment by these countries. Extension
of lateral support to coopera_tion‘ among Southwest Asian
countries, regional planning and implementation of aid through
the SAARC and subregional aid planning and implemenation
for Sri Lanka and a few other countries should be envisaged

in the future.
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5. Recommendations concerning Japan's aid systems

‘5.1 Improvement -of machinery for information coliection

and an&il-ysis

| .Th'ough*'it.'is not. easy to obtain what .d'oes not figure
in statistics--for example, on social norms and values that
~differ from Japan_’s, on -economnic conditiohs', and on ‘the feelings
of ordinéry:people-—acc'urate knowledge of local peopl_e"s
needs and aspirations should be collected '_and analyzed so-

that aid projects will be accepted by local communities.

"Sr_i-_ Lanka_ is a part of the Southwest Asian cultural
_sph’ei*e, but. i_ts people have a Southeast Asian mentalily
stressing harmony -With the people they deal with. At the
aid"pro'je'ct requeét- stage, rather than make decisions on
_acttial materia_l commitment capabilities and on social constraints, -
;th_e'y'tend to strive to implement programs within a framework
aligned with the approach of the donor country. As a result,
“social and institutional problems often surface after the

project is underway.

‘Thus far, at a stage prior to project implementation,
in ad_clit"i(.)n' to requests for documents from the Sri Lankan
: government, efforts have been made, via overseas offices
-.a.nd other sources, to collect and analyze local and domestic
information, etc., but these efforts have been focused on
‘techniCal ‘data needed for the study and formulation of

specific projects, and after being collected separately, they
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are left undigested, without being put to fuller and wider
use. Further "i'r.l'f.ormation' co]lec;'tion and analysis and shat"ing
are necessary, éspeciallywith regard to social factors essential
to the success of aid projects more detailed studies should
be made on the adeqllacy of project 'p_la_ns ‘based on the
basic factors recognized from such infozfm'atibn._Conccring
‘some proble'xhsl'that_ come.to light during project- iinplementation,
the features and'.methods of solution should be fed back

to proposals under study presently or in the future,

As organizational steps towards ach'ieving these goals,
impfovemehts are called for in sector studies and in methods
| 'of data storage for development survey, in programes (o
collect and analyze information such as JICA’s country information
files, and in mo'n'i:toring systems to cover all of Japan’'s
éconbm-ic cooperation with Sri Lanka. The steady accumulation
of- ksﬁrveys and research on Sri Lanka must be carried out
as part of this effort by continuing and strengthenig the
countrywise and_ ‘sectorwise approach, mobilizing the talents
of outside ex'pérts (incIudiﬁg 'nOn~Japanése in some éases),
And with the cooperation of local research institutions, revision
of the situation _anélysis presented in this country study

should also be pursued in the future.

5.2  Policy dialogues for long-term and comprehensive

planning of assistance

Since 1977, the growing scale of Japanese, Amerjcan,

and other foreign aid to Sri Lanka has come to exert a



considerable influence on the Sri Lankan government’s policics.
- Japan’s aid in 1988 was equivalent to 9.5% of the Sri Lankan

government’s outlays that year.

From about 1982, Japan has often been 'a_mong the leading
zi_id donors. to 'Sri Lanka ahd;has attracted a great deal
of a_t_tehtion' ff_oih_ Jits government as well as other aid organizations,
an_d= induirés regarding the orientation of Japan's aid are
incr'e_asin_gly being made. -Thle areas covered by fostering
of agricul't_ure and industry, education, medicine, and welfare,
and--th_e possibility of tie_%ups between projects, and cooperation

with other aid organizations are being explored.

Under the circumstances, Japan must position different
aid 'pr-ojects clearly and reliably within the framework of
long—ferjm, comprehensive cooperation planning. It is recommended
that advisers be seni on long-teim assignments to coordinaie
aid for this goal. Though the Japanese ‘budget system makes
it difficult for Japan to make commitments over a span
of Sevéral fiscal years, within the limits of the possible,
it is_" necessary and meaningful to formulate a comprehensive
picture of Ja__pari's ald from a medium- and long-term perspective
through 'cont_inu_ous policy dialogues, not only with the government
of Sri- Lanka, but also with other aid organizations. People
involved in aid projects would welcome stagewise, year-by-
'.y.éar _in_di(iations of aid guidelines and schedules, takihg into
aécount"rel_evant regional peculiarities, sectors, and the scale
of projects. This should not be solely a Japanese-side plan

but should be elaborated by consensus building through
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policy dialogues.
5.3 Localization of assistance programs

“There has been a repeated call to make greater use
of local i_rii_tiativ_eStand capabilit'ies in Japan’s aid planning,
_pr'og'ra’m'mi-hg 'and impl_ementatioh. Out of i"espect for the
pride and identity of the people of Sri Lanka and acknowledgment
~of the differences between Japan and .St‘_i Lanka, the Sri
Lahkan'_content of ai'd projects should be increased. The
impbrtént points are three i) how Sri Lankan elements
aré'to :be‘incox‘porated'jnto aid project implementation guidelines,
ii) how the Sri Lanka side can be involved in the planning
of ihdividﬁai projects and iil) how these elements can be

assimilated and coherent projects can he implemented,.

It .WOlild be mutually beneficial to enlist the cooperation
not '0'1113f: of government agencies but also of competent
| local éonsu]tants, experts, cooperatives, and non-governmental
“organizations. It is also worth studying the use of existing
know-how locally, Sut_:h as the application of building standards
or bt‘her- standards in common use in Sri Lanka. The views
of the Sir .Lanka.side should be solicited in many cases
'rega-rd-in'g local procurement of materials and equipment,
b'e.(iau-s.e'this would facijlitate maintenance -and would probably

lower costs. -

Care must also be taken rnot to thwart the development

of 1ocal technologies through introduction of large-scale

. = 35-



aid projects and the latest foreign 'te‘chnol-ogy-,- To prevent
this, thé:SUitability of aid requests must be examined, taking
into account wherever possibi'e the opinions of both the
ihte'n:déd local beneficiaries and those likely to be affected

directly or indi'rectly by the project, as well as third parties.
5.4 Enhanced capacity of overseas offices

-~ In connection with the expansion of Japan’s aid, qualitative
improvément is one of the most important tasks for Japan's
major aid organizations, JICA and the Overseas FEconomic
Cbope‘ration"-Fund' (OECF). Japan's aid to Sri Lanka currently
exceeds ¥ 20 bil_liOn'a yrear. The selection, planning, and
various administrative procedures connected with projects
‘involve an esti_mated 100 officials in the Ministry of Foreign
A_ffairs,. related ministries and agencies, and aid organizations,
almost all of whom ai‘e not specialized in aid projects for
Sri Lanka but are alsb. in charge of several projects in
other countries. Therefore, those involved for an extended
'period in Sri Lanka éid'projects number only a few officials
in the Japanese embassy in Sri Lanka and staffs in aid
organization offices. They are expected to play a major
role .in Japan’s aid system. However, the existing structure
is wdefully insufficient for formulating Japan’s aid program
for  Sri Lanka and for dealing swiftly with problems arising

in the process of aid implementation.

.I'n the future, overseas offices should become actively

involved, based on Sri Lanka realities, in surveys into the
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background of aid requests, promotion of mutual ties with
other aid 'pr'ojécts of various types, studies of the need
for local cost support, determination of the scope of localization
versus multinati_.dn'alization of aid projects, mon.itoring of
_"prcﬁjects, -determination -of evaluation criteria, selection of
projects for.'postwimple"méntation attention, ete. It is also
~important to establ_ish support mechanisms 'i’rbrn a perspective
-cldsér to field. 'co’n’ditioﬁs”s’o as to provide locally active
experts and cooﬁer”ation volunteers more adeqguate technical
irfiformation and material support which enables them to
carry out more e'ffe__ctive guidance. Studies should be made
with ‘th'ese objectives.-in mind to enlarge overseas offices
decision_—-making authority and to improve aid project efficiency.

At the sa'rn.e time, local offices’ staffs should also be increased.

In Japanese organizations, however, authority tends to
be_:-coricentrated in- the headguarters, and it is doubtful that
_greater' authofity would ever be delegatéd to overseas offices.
The,U.S.-.approaéh-is to let headcﬁuarters decide strategy
" and local representatives decide tactics and implementation'
methods. USAID has 18 American staff members in Sri Lanka
and employs 20 Si’i Lanka experts, taking a far more decentralized

arrangement.
5.5 Support for local costs

In. _the'implementation of aid projects, Sri Lanka may
lack the funds to cover the share of costs that it is expected

to bear (called "local costs,” mainly administrative and
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operating cost). This jeopardizes the préé;'reésof projeét.s.
For projects of great urgency, the Japanese side is forced
to judge'-what proportion of local costs can be paid: by
Sri Lanka and to supply the-femainder'so that the aid
project can be completed without delay, However, it should
be prudent to support for local costs because althdugh bayment
'by Japan is effective_ iri imp'roving project eTficiency, it
may also decrease Sri 'Lanka's willingness td achieve independent
devel'o'pment. While adhering to the principle that Japan
will not bear expenses, that will have Lo be met after the
completion of a project, such as those for personnel, lighting,
and heatmg, standards for local cost support should be formulated,

takmg Sri Lanka’s situation mto account.

China, for example, when it built the Bandaranaike
Intern'a't-ional Conference. Hall, set up a fund to cover its
'maintena'n'ce; German NGOs carry out subsidy programs
where all training facility operating costs are paid 'by the
donor - the first year.and each year Sri Lanka’s share increases
by 10 9%, until finally, all the facilities are independently
operat_ed by Sri Lanka.

5.6 Diversification of evaluation methods

Conclusive évaluation of aid projects is difficult because
a long time is réq'uired before a project’s impact appears
visi.b'le,: and because c.hanges are often made in the original
plan due to insufficient local funds or lack of other resources.

- Already, however, a number of lessons which should be learnt
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have come from evaluations by the Ministry of Foreign
Affairs, by JICA and by OECF..Further evaluations and analyses
such as impact assessments are needed for improving project

planning and implementation in the future.

- Evaluations from diversified viewpoints are made by
third parties;_'illc'luding'ncn—Jap'anese.'The_ra'nge of participants
is to": be further broadened for effective _projebt evaluations.
Varibus types'_.c_)f__‘ evaluation such as joint evaluations with
other aid agencies, ihférnational organizations and aid recipients,
sh.ou'l.d'also be promoted. Moreover, as Japan accumulates
practipal experiences . with project and program evaluation,
it cbuld provide Sri Lanka technical assistance for training

Sin evalu_ati'on _methodoldgy, techniques and systems.
5.7 -Flexibility_.fbr aid implementation period

Quénti’ty and quality of aid are the main criteria in
the planning of aid projects, but careful attention ought
also to be paid t'o' the duration of aid 'implementation. Guidelines
for .the length of aid programs are decided according to
_the_.f_orm of aid (technical cooperation, grant aid, loan assistance).
Sinée]tﬁe time required for aid implementation differs according
to the nature of the project, flexibility should be introduced

for its success.

Progress sometimes slows down after handing over the
project to the Srr L‘ahkan side, and additional cooperation

may be required. Post-implementation follow-up is carried
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out in cases where, after the. original pr_o.j‘ect schedule is
over, the Sri "Lankan_ side maintains and: operates the project
alone for a' certain time, but problems, such as technical
difficulties, _will" occure that cannot be solved “by the Sri
Lankan side alone. The object of postfimplelnexltatioh follow-
up. measures should not be .t"_o'ﬁprO'p_ up a project in financial
difficulties but to explore thorﬁeed"for further cooperation
for effecti.ve and =eXpahded- ‘development. First, establishment
of the ‘initial objeotive and schédule of the project is needed,
but in c'_ases where posf—implémentation follow-up measures
are necessary, prompt responses are ca'll_ed for. A new type
of projécf implementation should be studied: that is, total
c.:o'ntrc.)_l'oac proj'ect operation is handed over to the recipient
for_a certain period of time after initial cooperation, and
after analyzing the results of the project, the second phase

of Co_operation 'is; implemented.

Moreover, such projects as to respond to new needs
identified through follow-up of existing projects during

its implementation stage should also be studied.

It would be effective to relax restrictions imposed by
the single-year budget system by combining grant aid projects,
which must be completed within a s’i'n'gle fiscal year, with
technical cc)oper’ation and loan assistance projects, whose
implementation can be carried' over. However, with packages
combining. techﬁical cooperation and loan assistance with
grant aid, it is not always best to have every segment

carried out silnultaneousiy. A more flexible approach is required
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in ord_éi‘ to determine the most effective order and timing
for carrying out different facets in a medium=-term time
series. For"e"xarnple, it is not aIWays best to éonstrhct bui‘]dings
first :in p_r,djects where technical coopz'ati_bn has succeeded
‘and further facilities are 1'equi1'et:i,_building construction
through' g'r.ant' aid cah-be regarded as an eXtension of cooperation,
The_r_efo_re ‘ties between technical cooperation and financial
‘aid should be sought as -muéh ‘as possible with this point

in mind.
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