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! The two exchange rates compared here are as fol-
lows. Before the November 1977 change, the rate was
"1JS3 I'=Rs. 8.99. The rate after the Novemnber change
was §1.-=Rs. 15.56. These two rates give the 73 per-
centincrease in the value of the dollar. The samerates
can be stated as Re 1 = US$ 0.111 (pre-November
1977)and Re, 1 =US$ 0.064 (postNovember 1977).
Thesetworates give the 42 percent devaluation of the

rupee.

* Thisis a 640 percent increase in the rupee value of

- the US dollar—sometimes also loosely described asa

rupee depreciation of 640 percent.

* Department of National Planning—Ministry of Fi-
nance and Planning, Sri Lanka— The Emerging Won-
der of Asia, Mahinda Chinthana Vision for the Fu-
ture, The Development Framework Government of
Sri Lanka, Colombo: Department of National Plan-
ning, 2010, p. 6

4 Ttisironicthatonly a few weeks afterthis Treasury
“warning” the rupee depreciated to the level of USS 1
=Rs. 134 with no particular reaction from the Trea-
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Venture Capital Association of Sri Lanka 2000, * Ob-
servation on venlure capztalzsm in Sri Lanka’, John
Burr, Colombo.

Gompers, PI & Lerner, J 2002, The venture capital
cycle, The MIT Press, London.

Emnst & Young 2011, Globalizing venture capilal,
global venture capital insights and trends report
2011. available at http://www.ey.com/Publication/
vwLUAssets/Globalizing_venture_capital .

i &GS

! People’s Venture Investment Company was the only
company to invest in Millennium IT (MIT) when it
first bid for computerization contract at Colombo
Stock Exchange. Later, the new fund was on-sold to
London Stock Exchange for US$ 30 million.

2Presently, any legal issiies relating to venture capital
investmentmay be definedunderthe Banking ActNo.
30 of 1988 as amended by Banking (Amendment) Act
‘No.2 0f2005. Accordingly, VCCs cannotaceept funds
from public in the form of deposits. However, the
VCCsmay be eligible toaceept other kinds ofinvest-
ments from public by issuing various financial in-
struments such as shares, debentures, or through pri-
vately arranged loans. India, however, introduced a
comprehensive set of regulations on venture capital
in 1996 and ‘continued to amend the reEulatlons de-

* pending on theneeds of the industry over the years
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1. Eight EPZs are currently in operation in Sri Lanka
(Katunayaka EPZ in 1978, Biyagama EPZ in 1985,
Koggala in 1991, Mirigama EPZ in 1998,
Wathupitiwala EPZ in 1999, Horana EPZ in 1999,
Polgahawela EPZ in 1999, Mawathagama EPZ in
1999). Tn addition, there are four Industrial Parks {IP)
in Sri Lanka namely Kandy TP in 1994, Malwatta TP
in 1999, Seethawaka IP in 1999 and Mirijjawala IP
in 1999.

2. The government has introduced the new Act giving
powers to expropriate underutilised and underper-
forming private enterprisesin 2011. There isa doubt
that the new law would be a serious deterrent to do-
mestic as well as foreign direct investment. As expe-
rienced in the earlier era, the Business Undertaking
Actof 1971 was responsible for discouraging invest-
ment in Sri Lanka. Accordingly, the law of this nature
that gives discretionary powers to the government to
take over enterprises would be a serious concern to
foreign investors. Inthis connection, the government
of Sri Lanka has to take some steps in order to im-
prove the foreign investor’s confidence.

3. According to the 2011/12 Global Competitiveness
Index, Sri Lanka is ranked 52 out of 142 countries,
whereas Singapore oceupies 2™ place and Malaysia

21% place respectively. The Ease of Doing Business
Report of the World Bank 2012, Sti Lanka ranks at
89 out of 160 countries and it ranked 98 in 2011. Tt
ranks countries by the selected 10 indicators of Start-
ing a business, Dealing with construction permits,
Getting electricity, Registering property, Getting
credit, Protecting investors, Paying taxes, Trading
across borders, Enforcing contracts and Resolving in-
solvency (Central Bank of Sri Lanka, 2012).
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