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A pro~>nsal to e~tizblislt a.n Export Prcicessing Zone 
ir.parL from havin.5 its own merits and  national ben.efits 
syn~holiscs a signiiicnnt change i1-1 the content and 
direction o f  cconc:n:ic pcclicy. The previoils S.L.F.P. 
gover11l11ent too \ ~ : , s  intcrestcd in setting up an Export 
.Pi-ocessing Zonc i l l  Sr-i L:rr;k::, a~icl tlre fact that tb.is 
propos:~l WLIS c~~is ic ler~ci  ~ i i I l i 1 1  the fi-aixlewor k of a system 
or' !rigid controls is a virtual acimi~sicn tl-.at th.e earlier 
ecor-iolnic policy bliscd 011 incre;rs;ng rcstricticl?~ and 
state intervention h ~ c l  prvvcd to bc a nliserable failwe. 
The new cconor.r?ic policy of tl?e present government 
niust be lookecl :I! in ti1.c light of the policies of successive 
governments since 1956 a ~ i d  con~cq~t.ently the need for 
a co~nplete reorientation ol' strategy. After 1970, tb.e 
cconomy beci!mc rigid, dc:lnilla~ed by i~~\njarc!-!cckin.g 
policies and :in cxtensivc s y s t e ~ i ~  O F  controls which 
tended to debilitate the c c o ~ ~ c m y  and create a very 
~inf~~.vourabIe cli~-ni~te for domestic anci loreign investment. 

Incrcasilng Controls 

Sli La.nka in~~eritecl ;I systcni of controls from the 
Sucorid World Was [ind was also committed t o  a wide 
range o r  wclfare expe~lcliti~re from about e1l.e same time. 
71-1.ese 1i.ave been tllc m:l.jor obstacles to rapid economic 
growtli ill  the last two clecndcs and has contributed 
to virtual stagnation in certuin, sectojs and an inward 
Iookiiig approach to eccncmic development. TE.e most 
irnportanl conlrois introduced in the war years were on 
f'oreign cxcl~angc. After the cnd of the wa.r, these 
controls continued to tte in operation fcr the purpcse 
o r  conserving Ihrcign excl~.at~ge. Import ccntrcls 
\lie!-e i.ntroclu.ccti in the early fifties with. the object of 
ceylonising foreign ti-adc, wl?el-c liceilces were issued 
priri~arily to Ceyl~nese hr;sinessmen and firms. 
Aftcr 1960, tl1.e ac1rnii~i~ts:tticu believed that tl7.e adoption 
ofextensivccont~.ols would I~elp to improte the balance 
o f '  payments si!v.:rtion ;:nd promote investment in 
industry. This w::s the o~it<cillle of a static view of t'l1.e 
balance o f  paymc~lts. \vhe~-e ir w:is bclieved th2.t the country's 
foreign cxchnngc c;irnin2s can only come from existing 
cxlx~rts and through import sn lings and not thrcugh 
export dive~sification and the attraction of forcjg~l 
investment. 

T!~LIS  a liberal and fr-ee ecGl?.omy which existed in the 
e;ls1!; fifties gave way to one of increasing controls. T1l.e 
;~.dmi~~istration did not realise that i n  the context of 
dwindling f-orcig excl~ange reserves an alternative 
coru-sc of action would have been to invite foreign 
investrncnt witirout I-esorting to restrictions. Had the 
ecoilcnly become !css restrictive and state interference 

as a Component of 

in the economic life of the nation kept to a minimum 
the devel~pment  process in Sri Lanka would have taken 
a d~fferent course. Foreign investors kept away after 
1956 because the economic climate for investment 
became increasingly hcstile, especially uith the policy 
of nat~onalising both. lccal and f ~ r e i g n  enterprise. 
The only way of diversifying the econcmy and making 
it more export-oriented was through greater liberalisation, 
and not within an increasingly restrictive framework. 

711.e proposal to establish a Fiee Trade Zone must be 
evaluated in the light of the contribution it would 
make to diversify and promote exports an.d the new 
cvelseas market opportunities it would open for domestic 
industry. 111 the last 17 years, Sri Lanka's dev.elopment 
has hzd a heavy bias towards idustry .  Despite the 
appreciable progress in :tgricult~~re, the central planners 
have been largely preoccupied. with the welfare of th.e 
new urban manufacturing industries. From the outset 
these were given a wide range of tax and other incentives. 
Although. there are more thnn 2,500 new industries of 
varyingsizes, mcst of them have survived because ofthe 
heavy protection aEorded to them in thc internal market. 
Domesticsalcs have been. very prcfitable because of the 
high protective tariff's and severe import restrictions 
that fully insulated thcm from foreign competition. 

Export Performance 

I n  a protected market, under the conditions of 
scarcity, industrialists are able to determine the prices 
at  which they sell, their prcfit margins and the quality of 
their prcducts. Even with incentives cffered to 
exporters su.ch as FEECs, the Convertible Rupee 
Accounts, lcw taiiffs on , aw  materials and macl~jnery, 
duty rebates on expelts and handsome foreign exchange 
allccaticn.~, mcst ilidustrialists in Sri Lmka  have not been 
able to export. Even the establishment of ,specialiscd 
agencies like thc Export Promotion Secretarint have 
not made mucb cfifl'erencp to Sri Lanka's export perfor- 
mance. Tl:e export figures Sor industsic1 and manufactured 
goccis show t l ~ t  tllc bulk of thc earnings in this 
category still come from the exports of n-cfincd petroleum 
products. In 1976, out of a total of Rs. 755.7 million of' 
manufactured exports, petroleum pr-cd~icts amounted to 
about Rs. 505.2 million wF.ich shciws that man.ufacturers 
only contributed. Rs. 250.5 ~nillicn, which was abcut 
5 per cent of total exporfs and only abo~1.t 30 per cent 
of exports of illdustrial gocds. T11e relatively ~r.niinpressive 
export pcrfol-malice of manufacturers has been due 
to  several f~.ctors. The qual~ty of the prcducts have 
not always stood up to th,e esact1n.g requirements of 



foreign buyers and industrialists have not found it ezsy 
to secure sustained export orders. This is partly because 
they have not been able to tie themselves up with 
recognised international firms who have wellestablished 
markets and sell th.eir prod.~cts under popular brand 
names. 

Impact on Exports. 

One of the major objectives of setting up an Export 
Processing Zone would be to get recognised industrial 
firms to manufacture goods with or without local 
collaboration so that they may be rssured of export 
markets and would produce goods of high quality. In 
India, a large number of industries producing goods for 
the domestic rnarket and for export have tied themselves 
up with leading manufacturers in the U.S.A., U.K., 
Germany, France and Japan. Much of the success in 
Xrtdia in the export of manufactures has been largely the 
outcome of these tie-ups. Unless this is done, it is most 
unlikelv that Sri Lanka can rnake su.fficient headwav in 
pushing exports of manufactures. The objective should 
be to step up expol ts of industlial plcducts from the present 
level of Rs. 250 million to at least Rs. 1,000 million. 
Forinstance,in 1976, tea,a;traditionalprcduct,brought 
in Rs. 2,100 million in foreign exchange. 

Once the Export Processing Zone becomes operative, 
tlae investors in the zone would become the principal 
mcans of promoting exports because they would be in 
a better position to expand sales ovelseas than the 
official agencies like the Export Promotion Secretariat 
on account of their superior knowledge of foreign 
markets, techniq~~es of market i~~g and preparing and 
packaging products for export. However, existing 
ezport promotion agencies would have a role to play in 
Sri Lanka because they would still have to pay attention 
to exports from outside the Export Processing Zone. 

The inward-1cokin.g approach to industrial 
developmerit and tile limited size of the Sri Lanka's 
market has considerably precluded industrial expansicn. 
At the present level of incomes and the deman.d for 
manufactured goods, one or two medium or large units 
could supply the entire requirements of the coun.try. In 
some cases, large units bothin the public and private 
sector are unable to work conti,nuovsly to capacity because 
of the limited size of th-e market an4 the latter does 
not provide scope for expansion. Both money and real 
income levels in Sri Lanka have not gone up appreciably 
to provide for the expansion of purchasing power to boost 
internal demand.. People still tend to spend the bulk of 
their income on basic essentials, mainly-food and clothing. 
Furthermore, incleasing inflation in the last 4 to  5 years 
has also made inroads into real income and consumer 
demand for manufactured goods has not increased 
in proportion. to the rise in money incomes. 

Within the present framework more employment 
in industry could largely come through expanded markets 
and higher levels of produ.ction, either through greater 
capacity utilisation or through the establishment of 
new industries. A substantial increase in the demand 
for Sri Lanka manufacturers could result from a much 
higher level of exports than through. a rise in domestic 
demand. So far, private and publio sector industries 
have provided employment for only some 150,000 persons 
out of a total workforceof 5.2 million, which is around 
2 per cent. The contribution of manufacturing to both 
the Gross National Product and to th.e generation of new 
employment has been very limited and the total industrial 
workforce has hardly increased in the lnst few years. 
The labour absorptive capacity of industries has been 
very low due to excess capacity and very often to 
the use of inapproapriate technologq. In the present 
 circumstance^, an Export Processing Zone cov.ld act 
as a catalyst and provide the momentum to activate 
a virtually dormant manafacturing sector. 

The success of the Zone and the facility with wl~ich 
foreign investments cou.ld be attracted wov.ld depend on 
appropriate policics and the concessions which the 
government would provide. Move to liberalise the 
economy through the relaxation of controls and th-e 
introduction of a more realistic exchange rate that would 
help to boost exports ?part from creating a favourable 
investment clim2,te. will make investors feel tPat ihcle 
will be fewcr bn~cauclatic contrcls and a greater 
frcedom to take decisions on their own. This would 
give confidence and an assurance to the investor that 
government interference wo~1,ld be at a minimum. 

Characteristics and Impact of Industries. 

Local industrialists have had a wide range of incentives 
and concessions to develop their industries. By now, 
most of the industries set np in the sixtles and early 
seventies have utilised their tax holidays, devclo~ment 
rebates and other incentives upon which they were 
able to grow and survive. There is a fear amoilg local. 
illdvstrialists that investments jn the Export Prccessing 
Zcne would tend to wipe them 0~1.t. This is u-nwarranted 
because it is unlikely tlmt investors in the Export Prccessing 
Zone would get greater concessions than oth-er export- 
oriented indvstries in the rest of the country. At the 
most, they would get a tax holiday plus all tke 

that indu.stries in Sri Lanka enjoyed in 
their initial year. Beyond this, the main advantage of 
the Export Processing Zone is that tlie investor will be in 
a position to carry on  his business with practically 
no bureaucratic controls and administrative delays and 
will be largely free of customs procedures which normally 
apply to  the rest of the country. Industries in the Expor 
Processing Zone would only compete with other export 
industries and not with those producing gocds for the 



domeatic mar le i .  Export industries are rclatively 
more ckficicnt : Iian those that cater to tlie local market. 
F~~rfhcr i i iorc .  goods produced in the Zone will 
nor t i i :~ l l~  not cntcr tl1.e country, and even if they do ,  
Ibc I I S ~ : : ~  customs duties and (urnover taxes will have to 
bc i7i1ir.i. '[-his i l l  ::if"rd protection t o  industries in the 
rc5t 0 s tI1c LO Llllt I,!,. 

r!ivc\tni.s i l l  tllc Zo9e will have the liberty to decide 
nil 1.il.c :eiIl.lloLogii.~ they employ? th.e met l~ods  of prcduction. 
I !  J 1 1  i I t i  d u c t  PI-esumably, 
irl\i,es~i:r< \ < . i l l  I ~ : l v t  the i't.cedom t o  produce whatever 
gootis t hey \v ; i i l l .  provided they are  exported. The 
a p ~ i i ~ . a h i l i [ )  r ! t '  1;lhour laws anti regulations could be 
!.e~\s:riiig~:~~(. S i ~ ~ c c  production is Tor export, manufacturers 
wiii  i l , ; ~ v e  i o  Ini.ci> ;t I ? ~ c ; I s I ,  01' teclruc~logical advancements 
i n  tllc i.csi 01' tiic \\orlcI if they are t o  permanently 
es~ilbli5!1 ~ I ~ c i ~ ~ s c l ~ e s  iii csport  ma]-kets. I t  does not 
rlei.i'a<;iri I !, 1'0 l l ow I iia 1 I ii hour-intensive technologies would 
l)r c!:!plo;c~l ~l i l i i .<)r~l~ly  in, the Zone. Especially In the 
ficid., i t i c l l  :* cl ? i t  ~ r c r ~ ~ i c .  g(ii7ds. veliicle an.d maclsiilcry 
coi:i;x,i-~c.;it~ ;in<! cl l .c~~~icals,  sopll.isticated equipment 
n1ii,il: 1:'. i?roi;::ll~ in ;ind tllc e~nployment opportunitjes 
gci:zl . t i ik r I  i n  t!i,c.sc il:,itistl.ics coulif be less than wh:it. i s  
I !  ( 1 1  hc'r :L;-C;IS SLLCII as garruents, tlre asselnbly . . 
( t i  \>:.:iiclS. ( : i l~~iC~: i i ) i ie~\ .  food canning and agro-based 
i r ! C ~ , i i  I I(.,\. (I:cl,e is cori\idcr:tble scope for the elnployll~.ellt 

I I ..$I I i:iciustr-ies cou.Id iiot bc expected to  use 
Iahiir~~.-iii t c~ i i~ i \~c  ~r.cl~riologits. 

i ilc . / .~ I )c '  ~'iotiltl.  th.~ret;)rc. ilaxe a  nix of indmtries, 
>(:iilc hbt>ctl O I I  sripli.iskic;:ted tecl-rnolog!~ and others 
I I l o -  Ho\vever. since a large i lun~ber of 
ill(,! i~:it t.iih> \\ ij!!lri cotnc het-c [ o  take advantage of the 
co::\idci.;lhl;; ! r ) \ \  cr l;ll>o~~.r costs, many of' them o n  
! ? ; L I ; ~ I I C ~  i i  I-c l ikcl?, to nxe labour-intensive metl?cds of 
~>rmJuclion and c,l~c-rosc investments wl~.erc laboul- can be 
~ c .  I 'Phis is one factor which could help 
Lo 3.i; r;tci t I;c l \ i r l c i  0 1 '  i~itlvstries whicll. the government 
i t  I 1 I .  0 1 1  tl?is 1 ~ a s i s ~  withiil ;l pcric:d. of 
:i'><)ijt If' I I I O I ~ ~ ~ : <  ll~.c ; i ~ i i ( ~ ~ > , ~ i , t  or direct en~ployrncnt i t1  

tlle .Lcini. coiiici n;clI exceed 50,CCO. T S  the Western 
C O L ! I ) I  I .ICS d o  ti01 i i ~ t c ~ ~ s i f '  rlt~.ota sestr ict io~~s 011 textile 
procil!~./s. il 1;1rgi'r nu.111ber o r  garnlcllt man~~ . fac t~uer s  
;~lrc:irl! o!:cr-:rtir:g i i i  otller countries \vould be interested 
i i l  coil~ing i?c!.r.. I I I  the first year, if 10 garment 
rnanut';~ctu,ririg r~iiits :ire set i?p in the Zone, a s  many as 
30.(f i#) to -IO.,O(!O lobs could he folind in th.ese industries 
;l!ont. 

.I:itlilion:ill~. ail equal amount of jobs nlny be found 
11 the rcsi ot't be co~!nt  q- as a result of primary employment 
11 the Xonc. These will la-gely bc jn services such as  

i r;in';pc)rt:tt ion. conimunicrttion~, advertising, packaging. 
~;nainrcn:cncc anti the ~~ipj31y of food and raw materials 
and ciitzri.ainn~t:r)~. The salaries and wages paid to  
labour in rkre Ztlllc wc?u!d bend f o  be higher than in She 

rest of tlre cou,ntry, and all  this money wo~1,ld be spent 
h.ere by the Sri Lanka nation.al working in  he Zone. 
I~ldu,stries that want t o  get started 21s soon as possibli. 
will tend to  take the most skilled and talented worl ,xt~ 
from other industries it1 the country am1 to d o  this ilrey 
will h.ave to  pay them higher wages. T11.c rnovemei?t ul' 
skilled labour into thc Zone will open ilp new avenvcs 
of trailling and eniploylnet~t in  olcler establislled industric.s 
i n  the rest of the country. Througli this process. th.c.1-c 
will be mucll. greater diff~tsion of skills and rnidtlle 
mana.gernent expertise. Tlre employment generatins. 
effects of tf1.c Zone in illore than one way wo~ald thus 
tend t o  spread to  other areas in the country and n i l l  1:et 
be confirled to the Zone itself. 

Business a.ctivity i l l  the Export P~.occssii-IF Zt)~-.i: 
would not be limited t o  mant~facturc. Thc S~rilction.; c i ;  

the Zone could progressively increase as i t  clxpanc!s ;illd 
new activities especially in the area of finance, ballliin? 
and entseport trade coulcl emerge. Thc conccssioris in 
the Zone could provide a slirn~l.1~1,~ for the dc\relopn;.cni. 
of these other activities. Foreign goods rli:ty be h:-otrg?21 
into the Zone witl?out peynzelit o f  cu+ststc,lns d ~ ! i ~ ,  i;.,,1, 

trans-shipment, re-exportation, 1-01- rurtl!er pr~:ccssiiip 
for export o r  with ;I view to tl.ltimalc impel-tatic:n info 
the loca l~narke t .  F i rmsopera t i i~gin: i~~.c%oncco~~! t !  
engage in tl1.c as~cllzbly, manu.factut.e o r  the stu~.;rp,c 
of knocked down ccn1pot1cnts in ordcl- to gel rclicI'la.::x!~. 
customs duties and other le\~ics. Since most countries, 
illcluding S1-i Lanka, I e w  \rely higli customs dutics 
and taxes, imports into the Export 1'1-ccessit~g %cnc 
would be free oftaxation,  tariff laws and similar reg~iIuiic.~ils 
which llormally apply to the rcst of tbc country. 

Althoughduties and concessions -\vould a p p l ~ , l o  
firms operating in the Export I'roccssing /:c.nc. thc I:~t;cl- 
u,ou.ld be subject to t1.e civil: commcrci:ll a n d  bali?,!~:p 
laws of  tile country. Th.ese woi!ld inclutic t11.c i-c,risl~:;tic~i 
of cou!mercial and bunking companies. lau  s pertainiiikp 
to  public health, security, penal clTe~~cc.s. ant1 il?c 
preservation of the envircnmcnt, clc. B~tsincbs i~rici 
personnel ta.xcs wocld also bc i~l)plicablc r \ i t l ? i r ~  t l . r 8  
Zoae. Direct revenu.e to [he 1i.cst countrj, \ \o~ll i l  
accrue throv.gh personal taxes and levies S L L C I ~ .  as ;I. ti:rlil!i 
turnover-tax on manu.factuued gc;c;crs. As thc Zc,~it: 
espands, tbese would be :i s1abstanti:iI sc~u~.ce of inrtiiiic 
and  much. revenL1.e could also accr-u,e ft.om turnover i ii re* 
levied o n  the multiplicity of services provided. Ihtiec; 
o n  goods exported fscm the Zone to th.c rest tof' the conru !:- 
become payable when they cress the bound;irits which 
will have to be clearly demarcated. Nol.nially sunx 
kind of  customs ~wvei l lance  C A ~ S ~ S  o n  the pcri$l~\rti>l.? 
the Zonc in ord.er to  prevent srna~ggling and illici! 
trading activities. 



A v:iriety of goods cou.ld be broug11.t into the zcne, 
but this would n.ot include gcods that are ncrrno.lly 
prohibited i n  tl1.c hcst caul-!try. Nal-cotics, da.ngercus 
drugs, fire-alms, explcsives, prccicus metals acd  
precious stones w~hicll. are normallll dcnicd free entry into 
the host country would n o t  be per~nit tcd into t17.c E x p o ~ t  
I'r-occssing Zone,  unlcss these items are requiled for 
ind~rstri:il purposes. Within 1h.e Export Prcccssjng Zone, 
retail trade in goocls rnan~~.facturcd in tb.e Zor1e is prohibited 
a116 even if  suchsales arc allowed they would be subject 
t o  tll-c regulations that w o ~ ~ l d  apply to tll.em in the 
rcst of the cou~ i t ry .  

A n  Export Processing Zone sl~.oultl not be confu.sed 
will1 a free port whcre consv.mcr goods cov.!d be purch.ased 
frce of  customs duties an.d oth.e~- taxcs. The Zone might 
house a few duty frce shops to  cater to tovsists ai1.d 
foreignvisitol-s u~ l~ .o  wou.ld lnake purchases in foreign 
currency. Furthel-~i~ore,  peoplc are not encn~!l-a.gcd 
t o  live in an Export Prccessing Zone unless tb.ey 11.appen 
to  be the owners of busirless entcrpsises o r  are senior 
technical, 1nan:tgcria.l 2nd spccialised perso~lnel. Workcrs 
i~sually com111ute to the Zone and residence is discou.ra.ged 
bccau.sc the Zone \vould not cover ;in extensive area;  
since land values o.rc Ijiglz and it would be wasteful t o  set 
up housing colonies wit11 in tI1.c Zone. Moreovel-, with 
fewer residents living in the area it would be easy t o  
police the Zon.c and n~uintaiiz scc~r.rity. Th.e p r o ~ c s c d  
Export Prciccssinp Zonc area around Kat~~nr!yakc wculd 
be Iargcly ca.rmai hcd for mediuin and s ~ ~ ~ a l l s c a l e  industries 
and I-esitlcntia.1 hov.sing with in the area wou.ld be c1iscoura.g- 
although l?ou,sing colonies woultl have to cclne u p  in 
the adjacent arcxs. 

Benefits to the lrivestor 

To tlre fol.eigl1 investor, tile Export Processing 
Zone offers a wide I-ange of benefits. Most important 
01'these is th.a.1 thc bii.sincssma.n arid trader will find tlrat 
t l~ey  could econcniise on thc usc o f f l ~ n d s  by not blocking 
the111 for the pnylnent of cu.stcms duties, import  taxcs 
a n d  for goods in bond. H e  could take advanta.ge of Icw 
j3rices for raw materi:~ls in world rna~lcets and import 
in bulk because foreign exchange woulci not  be a. problem. 
'The Export Processing Zone coulci have indv.stries 
wit11 r:icilitics for I-eiining raw 1nateria.l~ o r  prcccssing 
then1 further for cxpol.t. i n  s~x.ch. ceses, there wov.ld 
be 311 increase in va1v.e added and  the i n ~ ~ r o v t m e n t  in 
quality would. res . l t  in considel-able saving in fi-eight and 
duty  for the  importing cou.nt~-y if the duties are  leviable 
o n  a specific rather tllail o n  an ad-valorem basis and the 
exporter ~ o ~ l . l i l  gct better prices. The Zone wou.ld 
be the  ideal place for packeting, ma1 keting and labelling 
o f  goods  in  accordance with customers' preferences, 
and  i t  coil.ld be a centre fo r  man.u.fact~~.rers to  assemble 
a n d  prepare goods according t o  specificatici~s for  
particular markets. I t  could operate as a wholcsa.!e 
supply centre and  thereby co~ l ld  help to  redu.ce the time 
lag between the  pla.cement of a.n order zn.d the date  c!f 
delivery. Improved 1oca.l delivery schedu.les could be 
acbieved by firms in the Zone if they carry stocks of raw 

lnaterials and finished goods in ailticipation of orders 
which would be forthccming f1cn1 the hcst coimtry. 'The 
Export Prccessing Z o i ~ e  conld also act cs a shop window 
to attract b ~ y e s s  became it could h:i.ve a pe~mancn t  
exlzibiticn of the  wide raage of gocds it produses. 
Foreign bu.yers wou.ld prefer to opcn vp  agencies in the 
area so  that  they c o ~ ~ l d  keep abreast wit11 the new prcducta 
which are being put  ov.t by manufact~i.rers and a.lso 
endure that  manufactures corlfo~rn to spccificatic~: S. 

Planning the Infrsstri~ctirre 

The experience of a large n ~ ~ m b e r  o f  o t l ~ e r  Asian 
countries shows that the Expoit Prccessing Zone c o ~ ~ l d  
produce substantial rcsu.lts provided fle'xible cccncmic 
policies are put into operation to give invcsto~s in the 
Zone maximurn assistance and facilities. 'Ihe adndnislra- 
tion of the Zone shou.ld be vested in an :itrtoncmous 
agency. 7'he Zone Au.thority shov.ld have over-riding 
powers over other organisnticlls inorder to ei!sur.e thtit 
the infrastrnctu~.e will be qu.ickly mat'ic available. 
It slzould not be faced with the obstacles that 1101m:tily 
confrcnt government corpcr:~tions. Tt shou!d he ohlc 
to operate free of bureau.crr.:tic contrc;ls a.nti take dscisic~ s 
withcut any hindrance and havc the power to get j o l ? ~  
done by other government agencies and departments LII I  

a priority basis. The succcss of the Zonc wtluid largci?; 
depend on the qi1,ality of the basic infrost suct~~l-c  and thc 
wide range of  ancil1a1.y scrbiccs ii will be able to ~ ? ~ - o ~ i d c .  
The Zone authority sho~1.1d be in a pcsiiinr~ to p~-o~.l i lc 
the prcspcc~ive invcstor with ;i ccmplcte record of'dnta 
and other relevant info~riia.ticn c n  invcstmcnt. Tt 
shou.ld have docu.inents spelling o~1.t the finan.cial I:IMS 
and other details pertaining to irzvcsiment in the 
count1 y. 

International private iaveslru.ent today is very 
competitive and it is extremely sensitive to cc,ndition!< 
in the local en.vironment. Thc foreign investor no~ni:iliy 
has a largc n.umber of options and he ivould pr-efer t o  
lccate his industry under ideal ccnditions. It is prcciscly 
these conditicns that  the Au.thority ~ h o u l d  cndea~cu l  
to provide, jn the other words, the quality of the serviccs 
proviied in the Zcne should be superior to those 
ill other locaticns. I t  is fs~~.itlcss to think that foreign 
invcstots wou.ld ccrnc to Sri La.nka regarc'less of 
disabilities a.nd unfavourable ccnditiol-s prevailing it1 

the econcmy a~l lcss  it has scme cc'rnpel?satic~~ in tlre 
high quality of services cffered in the Zc1:e. 

The success of the  Export Prcccssing %cne a n d  its 
capacity t o  attract foreigr, invcsiment frill deyel?ti 
essentially o n  how much p!alining has gor:e into Iccati(,in 
and the  making of the infrastru.ct~1.re. Jtlvcstc~s lock 
far  ahead and  they woiald make a caref~1.l stri.dy of overail 
econclnic policy an.d the genet-a1 cnvircnmcnt of 
Zcne. The:! will examire the relativc adilantages and 
diszdvantagcs of tbe Zone as apci;:st fhcilltics available 
elselvhere. They \vcu.ld, a t  the vezy c~~. ise t ,  c x ~ c c t  a 
basic statement of  yolicy, not cnly  in regard to the Zcne, 
but also, indicating the attitudeof the goverrrncnt t c u a r i s  



foreign investmer;.t, and what safeguards would be given 
to  the foreign investor.. The promotion of the Zone will 
have to involve an cslended publicity campaign overseas. 
There ha.s bsen very little publicity given to economic 
activity here in  the 1cn.ding overseas financial journals and 
~nagazines. Wilhoct publicity, at an international 
level prospective invcs~oss may not know what Sri Lanka 
has to offer and su.ch publicity should be mdertaken yell 
in advance. 

The ilzfl.ast~.~~ct~~.re will liave to be carefully planned 
and in pnrticular !he land earmarked for the Zone would 
have to bc adv,~naagtously located and clearly demarcated 
becausc it wjll have to satisfy a large number of require- 
ments not only at  thc begii3ning but later on. It would 
have to haw pi-opcr tirainage, should not get water logged 
and shou.ld be c;isily :icccssiblc to the network of major 
roac!s: atieq~tate 1;ir:d n11!st be availablein the vicinity 
for housing colonies xnri s;~ltelite towns. There shou.ld 
be ready rnc:lns of access to poits and airports an.d the 
communic:~tii~n n.erve centrcs. Altl~ough a considerable 
arno~int of land inay net be required in the initial stagcs, 
i t  is re:~son:iblc to assi!.me that 30 to 40 l'actory 
unils m;iy be nl~cs:~ting in  the first year to 18 months and 
the initial I;inci area req~~ircd niay be 500 acres although 
at least another 1,500 acres may be earmarked for 
further cxliansion. 

The government will have to  decide at the outset 
whether p1lysirr;l l~I:~llning of the Zone will be entrusted 
t o  the priva.tc seclor or  ~ I I C  govenment dcpal-tments. 
Problcnis faced by private i~lciustria.lists a.11 over the 
Island is the I x k  01' ;: stablc electricity and water 
supply aild cfYicicnt telecomniullicatioi~ facilities. These 
three services wil I have to be given greatest priority. The 
supply oi'elcct!.icity sho~!.ld be good enough so that 
most t':lctc?sies wc;ultl bc ablc to o[:er?.te without standby 
supplies. Tn scgard t o  watcr, a permanent water 
purification sd~ernc 171i1.y liavc 10 be installed for water 
not only to indu.srries bu.t also the housing colonies 
around the Zone. i f  the Z o ~ c  is going to be located at 
Katv.naynke, it  may not be advisable to link it t o  the 
Colombo supply because i t  does not have the capacity 
to meet the requirernerlts of Colo~nbo ar,d the Zone. 
The water supply to  lhe Zone m.ay have to  be based on 
separate purification plrrnts linked lo the Kelani Ganga 
and situated to the north ;tGf thc river. 

Wit11 regard to factory building8 and installation of 
plant, a large n u m k r  of services would haveto gear itself 

to meet the relatively short deadlines for coastru.ction and 
installation given by foreign invt-stors. They wov.id bc 
normally acc~lstomed to sophisticated constr~~ction 
techniques in their own cou~ltrics an.d would bc 
unfamiliar with the niethoc's ~1sec1  here a.nd may not 
be satisfied with the slow pace a t  which construction 
takes place in Sri Lanka. In view of this, it may be 
necessary for construction firms, particularly those in 
the private sector, to  gear themselves to meet the exactin2 
requirements of the foreign i~~vestor.  As the progi-amanc 
gocs a head shortages of certain ski1Is may occur both at 
the construction, stage an.d later ~ 1 1  for indnstries 
within the Zone. On account of the hemy drain o f  
technicians a'nd skillcd W O I ~ E I S  to thc Middle East, 
schemes may have to be launchcd to train technicians 
of all varieties and pcrsoni)el of middle managcnient 
grades in. order to cater to t l ~ c  skills required for 
industries in the. Zonc. 

The bulk of the equ.ipmen1 alid raw materia.1~ for 
industries in the Zone will have to come through the 
Colc.mbo harbour, elen thor~gh it is possible for some 
part of the light indusLrial I-aw ni:i.terials to ccnie by air. 
This will involve csfficiency at two points. Thcre will haw 
to be a very efficient system of transport between Colcmbo 
and Katunayake, moving raw materials cne way and 
finished p r c d ~ ~ c t s  on the other. What is even Inore 
important is that the scrvices of the Coltmbo port 
would have to be pepped up to mcct the necds of the Zone. 
I t  is clear enough that tbc Colornbo port as it is presently 
organised cannot ca.ter to the neecis of the Zone. Apart 
from frequent labour problilns and managerncnt 
inefficiencies there are also ina.cicqu.ate berlhs and 
unsatisfactory loading and unlnading facilities. 
Additional warehousing space will have to be built 
to handle cargo to and frcm the Zone which would 
probably keep on arrivir~g or leaving cn a con.tinuing 
basis. Furthermore, as Ihe Zone gets more ~o~liisticatcd, 
the bulk of the cargo will either arrive or  leave in 
containerised form and thc Colcmbo port does n c t  have 
a single container berth. All this calls for immediate 
improvement to the facifitics in the port ar:d such 
improvements should be affectcti well in advance so 
that the investor would not have second 1hou.ghts about 
his investment here. He will realise that if he does not 
have excellent Fdcilitics for the movcment of his raw 
rnateiials and finished prodtrcts he \?:auld be at a great 
disadvantage. 
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