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Foreword

The world continues to face major employment cingiéss across various regions, given
the fragile economic recovery from the 2008-2008bgl recession. In response, the
International Labour Organization (ILO) has beegaged in providing support to its

member States for the formulation of national emplent policies that can facilitate

broad-based and productive job creation. Duringbileanium 2012—-2013, 63 countries,
mostly from the developing part of the world, respeel ILO technical assistance for the
formulation of national employment policies.

Sri Lanka, with ILO support, has formulated and@tdd the National Human Resources
and Employment Policy in 2012. The overall prodesshe policy formulation took over
three years, and included both institution-buildémgl a series of consultations involving
a large number of national stakeholders in varigestors and regions in the country.
This process has resulted in the development ofgpaehensive policy document which
is based on national consensus, ensuring full matiownership. Given that national
ownership is the most critical aspect of succesphilicy-making to ensure that the
adopted policy will be fully implemented, it wasportant and necessary that such steps
be taken.

The current report, which forms part of a seriesmintry case studies on employment
policy-making, has been compiled to document theral process of the development
and adoption of the National Human Resources andld&gment Policy and its master
plan, the Strategy and Action Plan for Implementatiin Sri Lanka. Naoko Otobe,
Employment and Labour Market Policies Branch of th®, Geneva, and Shyama
Salgado, ILO Country Office, Colombo, have devetbpieis report, drawing primarily
on the National Human Resources and EmploymenttP¢dMHREP) document and
other relevant policy research studies. The authoatefully acknowledge the pivotal
role that Sher Verick, ILO, New Delhi played in papting both the drafting of the
National Human Resources and Employment Policyisnahaster plan, the Strategy and
Action Plan for Implementation, in Sri Lanka.

We hope the report will contribute to further diséeation of knowledge across countries
on the formulation and implementation of employmeuiicy.

lyanatul Islan Donglin Li
Chief Director
Employment and Labour Market Policies Country Office for Sri Lanka

Branch and Maldives
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Abstract

This case study documents the process of develdpaéflational Human Resources and
Employment Policy (NHREP) which was piloted in aspoonflict recovery situation in
Sri Lanka. The country graduated to middle-incomentry status within a few years of
the cessation of its protracted conflict, and ti8®& global economic crisis. Despite
substantial improvements in the country’s overatlial indicators, Sri Lanka continues
to face key challenges of high levels of youth upkryyment, a significant level of
informal employment, and a lack of decent and pectide employment opportunities, in
particular affecting young women. The case studgsents the context, priority
employment policy issues and the process assoondtedhe formulation, consultation,
and adoption of the NHREP, and also the developmainta comprehensive
implementation plan, which were undertaken betw2@h0 and 2014. The social and
economic background and key employment challengeswammarized, and an annotated
outline of the NHREP is presented.

JEL Codes: J20, J48, O11, 015






1. Introduction

1.1 Context

Sri Lanka has long been regarded as a successfiglnd development, with extensive social
policies combined with economic policies resultinchigh human development indicators. The
Mahinda ChintangVision for the Future) is the overarching poleyd development framework
for the next ten years for Sri Lanka. It envisienSri Lanka — “Wonder of Asia” — in which all
persons of working age become globally competitind multi-skilled, and enjoy full, decent and
productive employment with higher incomes in coiodié of freedom, equity, security and
human dignity. Relevant strategies are spellediou€Chapter 11 of théMahinda Chintana
document of 2005, (Vision for a new Sri Lanka). Hwer, Sri Lanka has been less successful in
generating productive employment for its citizeAkhough the overall unemployment rate has
gone down to 4 per cent in the year 2012, the érad of unemployment among the youth is
high at 11 per cent for those aged 20-29 yeansatticular, young educated women are affected
by a much higher unemployment rate of 10.8 per,aamhpared to male cohort at 4.5 per cent.

The real value of a country is in its human capitatl not in its fixed assets. The ideas and
abilities of its citizens are their key sourcesmefalth and opportunity. Hence the State felt that i
should invest in human resources and enhance thelédge, skills, creativity and productivity
of its human resources to ensure sustainable gramith a just transition for sustained
development.

With this in mind, the Government, led by the Serlinisters’ Secretariat, embarked on a
journey to develop a robust policy for the develepimof human resources, that lends itself to
full, productive, and freely chosen employmentdthits people in line with its national vision, in
partnership with key national agencies in the wofldvork including the tripartite constituents of
the ILO.

In this context, the National Human Resources amplByment Policy (NHREPB)has been
developed as an overarching policy framework of@owernment of Sri Lanka that will govern
its human resources development and articulate unesagor action to promote full, decent and
productive employment for all Sri Lankans who arailable and willing to work.

1.2 Objective and outline of the case study

The objective of this case study is to documentoagss that was piloted in Sri Lanka, in a post-
conflict recovery situation, which moved the coynto a middle-income status within a few
years after the cessation of a long-term confiict the 2008 global economic crisis. The process
and its impact in terms of visibility and inclusivearticipation have been unprecedented.
However, there are lessons to be learned as taliieywrocess can be approached in a better and
more effective manner, while also drawing from gpodctices that are replicable in both similar
and dissimilar contexts, lending itself to adaptatin other countries at different stages of socio-
economic development.

! See the full policy document on the governmentsiteb
http://www.nhrep.gov.lk/images/pdf/nhrep_final.pfccessed on 14 October, 2014].
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Section two presents the initial preparatory phasgailing an appraisal mission, capacity-
building, and designing a framework document. Secthree sets out the process of establishing
coordination mechanisms for policy formulation. &&t four covers various steps taken for the
policy development, in particular undertaking pwliceviews and socio-economic analysis.
Section five details the procedural steps takech &$ policy dialogue, validation, and adoption
of the policy. Section six includes the steps taken the development, coordination and
validation of the Master Plan of the NHREP. Sectimgven presents the overall policy
coordination mechanisms for the implementation, iteoimg and evaluation of the NHREP.
Finally, the paper ends with some lessons learndctansiderations in section eight.

1.3 Why and what is the National Human Resources an d Employment Policy for
Sri Lanka

The NHREP has been developed out of the overatke Sialicy in existence since 2005 as
formulated in theMahinda Chintanaframework of that date. The NHREP covers a nunaber
policy areas that are of relevance and significaimcehuman resource development and
employment promotion. Policy statements containedhiat document are consensus views
arrived at through lengthy consultations among sihkeholders — government officials,
employers’ organizations, workers’ organizationgf@ssional bodies, civil society organizations
and academia.

The NHREP is guided by the vision of:

“Sri Lanka - the Wonder of Asia” in which all pemss of working age become globally
competitive and multi-skilled, and enjoy full, dateand productive employment with higher
incomes in conditions of freedom, equity, secuaity human dignity.’

The goal was that the NHREP would aim at full, pretdre and freely chosen employment for all
women and men in Sri LanKalt would work towards the creation of a highly quetent,
globally competitive, multi-skilled and productiveorkforce in the country. The NHREP would
improve incomes and the quality of life of the wiak population across different sectors and
regions, and would provide the fullest possible afumity to workers without discrimination.
Finally, the NHREP would safeguard the basic rightsl interests of workers in line with
national labour laws and key international labdandards.

The NHREP recognizes that the country has to werlegally within the macroeconomic policy
framework that has been developed to meet a witenfsdevelopment objectives going beyond
those of the NHREP. It is recognized that sustdéabmployment creation requires a policy mix
that promotes growth and investment in the prostacectors of the economy. This would
require appropriate combinations of monetary, fissechange rate, trade and real sector policies.
Efforts would be made to ensure that fiscal, mawyetand credit policies are linked to the
objective of generating sustainable employmenttanmdan resource development.

2 This aspiration is in line with ILO Employment Ryl Convention, 1964 (No. 122), which has not yet
been ratified by the country (as the report is tem}. Sri Lanka, has ratified all the key fundanaént

Conventions (Forced Labour Convention, 1930 (N9, Eeeedom of Association and Protection of the
Right to Organise Convention, 1948 (No. 87), RigghOrganise and Collective Bargaining Convention,
1949 (No. 98), Equal Remuneration Convention, 1@&1. 100), Abolition of Forced Labour Convention,
1957 (No. 105), Discrimination (Employment and Quation) Convention, 1958 (No. 111), Minimum

Age Convention, 1973 (No. 138), Worst Forms of Ghiabour Convention, 1999 (No. 182)).
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2. Planning stage

Over the past decade, attempts have been madent o with a robust employment policy for
Sri Lanka. Draft employment policies, either stahole or within the framework of a long-term
development plan, were tried out but did not stdugdtest of time. Given the trajectory of growth
and the recognition that the development of hunemources is key to its sustained growth, the
Government requested technical and financial supfsom the ILO to develop a national
employment policy that twinned the all-importantdagritical policy issue of human resource
development to ensure its synergies and alignmentuli and productive employment, in
particular for its youth, as a matter of policyqity.

2.1 Appraisal mission

Through the Ministry of Labour and Labour Relatiottee ILO was approached in September
2010 to provide technical support to develop a amimgnsive employment policy. A
memorandum to this effect was prepared by the Minisf Labour and Labour Relations and
Cabinet approval was secured to proceed with tiitigfive. On receipt of this approval, the ILO,
in pursuance of providing this technical suppadidied a high-level four-member mission to Sri
Lanka in 2010.

This mission included meetings with key ministigsose engagement throughout the process
was considered critical to the development of ausblemployment policy. The mission held a
series of consultations with a wide range of natiostakeholders, government ministries,
employers’ and workers’ organizations, and the tguroffices of the United Nations
Development Programme (UNDP), the Asian DevelopniBarik (ADB) and the World Bank.
The mission was also invited to a meeting of th¢iddal Labour Advisory Council (NLAC),
where an ILO presentation on “The Challenges of légmpent Policies” was made. In general,
the national stakeholders were very keen to havatianal employment policy formulated in line
with the President’s “Sri Lanka — The Emerging Wendf Asia :Mahinda Chintana Vision for

the Futur® while a number of national partners emphasized ithportance of effective
implementation. The ILO mission agreed on a broadkwplan and steps to be taken with the
colleagues of the ILO Country Office, Sri Lanka.eTh.O sent follow-up missions to explain
what the national employment policy was all abontl dts relevant processes, and to raise
awareness among the policy-makers of the importaicemployment issues in the overall
development process of the country.

2.2 Capacity-building and national consultation in June 2011

Technical workshops based on key policy issues wereened during which the participants
deliberated on the findings of the analyses of ithpact of the development strategies and
policies, and the overall economic growth, on thargity and quality of employment, as well as
on poverty reduction. More specifically, the workiph reviewed the past and recent growth
strategies and policies, the patterns of economid sectoral growth and the patterns of
employment, including public sector employment, Eipment implications of macroeconomic

policies, as well as gender and age differentiathé labour market.

In addition, the results of the series of considiet undertaken by various working groups were
presented. The list of themes addressed by the imngorgroups were as follows: (1)
macroeconomic policies for employment generatid?), $ectoral policies for employment
creation; (3) public service employment; (4) foreigmployment; (5) small and medium-sized



enterprises (SMEs) and the informal sector; (6)ettgyment of skills, employability and career
guidance; (7human resources planning, development, managemdmntraductivity; 8) labour
market policies, strategies and target groups;ef@ployment services; (10) labour market
institutions and labour relations.

Based on these deliberations, an ILO policy frantéw@roposing a way forward for the
formulation of an employment policy for Sri LankdNational Human Resources and
Employment Policy: A Framework for Discussion”, waresented to guide the development of a
coherent NHREP.

2.3 Development of a framework document in July 201 1

The Sri Lanka Cabinet approved the development iemlementation of a national human
resources and employment policy (NHREP) in collabion with the private sector and trade
unions following the submission of a Cabinet Memmolam by the Senior Minister for Human
Resources. The ILO supported this process, anddada technical note on the process to the
concerned ministry in April 2011. A draft framewogkoposal for the NHREP was then
presented at the high-level seminar in Colombodduhe 2011.

Various thematic working groups deliberated to tifgnkey employment challenges and
formulate draft policy recommendations to enhameepolicy environment to make it more pro-
employment and pro-poor, which was the basis ofrdmaework document.

3. Designating the key coordination institution

Due to the cross-cutting nature of the employmelsted issues over the mandates of several
ministries, it was decided that the formulationttod policy document, now named the National
Human Resources and Employment Policy (NHREP), teake coordinated by the Senior
Minister for Human Resources, in close consultatidgth key ministries concerned and the
assistance of the ILO. A National Steering CommaittlSC) (see below) was also established
with the Senior Minister for Human Resources as @airperson, and both the Minister for
Labour and Labour Relations and the Minister faxdenctivity Promotion as Vice-Chairpersons.

3.1 Senior Ministers’ Secretariat (SMS)

In December 2010, the Government established aagmyernment office to facilitate the work
of the ten Senior Ministers who were pioneers ia ttevelopment process of the country,
appointed to perform selected special functionthefGovernment in a more coordinated, cost-
effective and expeditious manner. The areas of thandate included the following:

1. Coordination of activities with ministries reldt subject areas such as education,
vocational training, health, sports, women’s andldcbn’s affairs and social
development with the objective of improving Sri kats human resources.

2. Formulation and coordination of strategies thatilitate the quantitative and
qualitative development of the national labour éorc

Their work was expected to complement that of thbi@et Ministries. With the former Secretary
of Labour being appointed as its Chief Executivdig@f (CEO) and its Secretary, the Senior
Ministers’ Secretariat (SMS) lent itself particliawell to supporting the NHREP process as the



CEO was conversant with the ILO tripartite and cdtasive approach to policy development, in
addition to enjoying excellent relations with gaweent officials, social partners and
stakeholders beyond the tripartite constituente TEO also enjoyed good relations with the
Presidential Secretariat, displaying an abilityrtfluence the socio-economic and policy agenda
of the country. Given the uncertainty of the miei&l structures at this juncture, a decision was
taken by the ILO therefore to partner with the SM&his policy initiative.

3.2 National Steering Committee, July 2011

Given the complexity of the task, a National StegiCommittee (NSC) was formed to steer and
guide the process. The NSC was a high-level coraenitith senior representatives nominated by
key government ministries and agencies, employaganizations, workers’ organizations, civil
society, and academia. The NSC was chaired byeh@SMinister for Human Resources or his
nominee, and the Ministers for Labour and Labouattens and for Productivity Promotion were
Vice-Chairs. It was a time-bound committee, funadiofor the duration of the development and
adoption of the NHREP. The ILO provided techniagbport and inputs to the work of the NSC
throughout the development of the NHREP.

The NSC comprised the following institutions:

* Government:
»Ministry of Human Resources
»Ministry of Finance and Planning
» Ministry of Economic Development
»Ministry of Labour and Labour Relations
» Ministry of Productivity Promotion
»Ministry of Foreign Employment
»Ministry of Youth Affairs and Skills Development
» Central Bank of Sri Lanka
»National Institute of Labour Studies

e Employers:
»Employers’ Federation of Ceylon
» Ceylon Chamber of Commerce
»Federation of Chambers of Commerce and Indust8ridfanka

e Workers Organizations:
»Sri Lanka Nidahas Seveka Sangamaya (SLNSS)
» Ceylon Workers’ Congress (CWC)

> National Association for Trade Union Research adddation
(NATURE)

» International Labour Office (ILO) (in an advisargpacity)

Other relevant stakeholders were included as felinimers or observers as and when the need
arose. The NSC was mandated to meet regularly everpr two months, or as agreed at the first
committee meeting, or at any time between uponrdéhjeest of the Chairperson, until the policy
document was finalized.



3.3 Thematic Working Groups established in July 201 1

Thematic working groups on key policy areas werenfdated and mandated to convene regular
meetings to consider relevant existing policiesgpemmes and action plans and to undertake a
gap analysis that would draw attention to policgaarthat required further attention within the
framework of the newly proposed NHREP. The priopbficy areas were:

» Macroeconomic policies for employment generation

» Sectoral policies for employment creation

» SMEs and the informal sector

» Human resources planning, development, managemdrgraductivity
» Development of skills, employability and careerdguice

» Labour market policies, strategies and target gsoup

» Labour market institutions and labour relations

» Employment services

» Foreign employment

» Public sector employment

The working groups comprised national thematic msists, experts and practitioners including
tripartite constituents. The working groups madeirttsubmissions to the National Steering
Committee; the submissions were then considereiitagral to the framework document for
policy development.

3.4 Institutional framework: Coordination mechanism s for policy formulation and
consultation 3

The Senior Ministers’ Secretariat was considereal lfad agency and was responsible for
initiating, convening and coordinating the procekdeveloping the NHREP. The appointment of
a national consultant assisted by a drafting cobtamitvas critical to the process to ensure
inclusiveness without compromising consistency. Thafting process was thus led by an
academiacum professional who was also well accepted and trusyethe government agencies

and social partners working together on this compdesk. The SMS also appointed a team of
labour and employment specialists who were famildth the concept of results-based

management. This lent itself well to the developtr@a practical and implementable policy,

geared to achieving results. The key task of coatthn at the operational level rested with this
team, while the political coordination and negatiatwas primarily in the hands of the CEO

working closely with the ILO. This mechanism foiiviing the policy process continued into the

process for developing a comprehensive implememaplan with a view to establishing a

coherent and seamless monitoring and reportingesysto track the progress of policy

implementation after the adoption of the NHREP.

% This institutional framework will be later formadid for the overall coordination of the implemeruatdf
the NHREP.



4. Policy development

4.1 Situation analysis: socio-economic context

The NHREP was developed out of the overall statieypm existence since 2005, as formulated
in the Mahinda Chintanaframework. The NHREP covers a number of policyaarthat are of
relevance to and significance in human resourceloement and employment promotion.
Policy statements contained in the document areserm®us views arrived at through lengthy
consultations among all stakeholders — governmfficials, employers’ organizations, workers’
organizations, professional bodies and academia.

A problem analysis was done through four studiexdooted on the following subject areas by
well-known national research organizations and eacs?

» Macroeconomic policy for full and productive emmynent and decent work for all: Sri
Lanka country study;

» Public sector employment;
» Employment implications of the Five-Hubs Stratefysri Lanka;
> Promoting employment-intensive growth in Sri LanRn assessment of key sectors.

The ten thematic working groups comprising 67 memloeet on several occasions to deliberate
on various aspects of the National Human Resouaogs Employment Policy of Sri Lanka.
Views of the general public on the issues wereinbththrough feedback from a website initiated
by the Senior Ministers’ Secretariat specificalty that purpose. More than 100 consultations
with stakeholders were carried out to evaluategtioblems and underlying issues. Drafting of the
document involved several months of deliberations.

Macroeconomic trends and policies and employment challengess

As noted in the NHREP, the growth in gross domegtaduct (GDP) of Sri Lanka over the
recent period has been maintained at a healthyageef over 6 per cent per annum, with the rate
for 2010 and 2011 at slightly above 8 per cent. progected growth rate for 2012 was slightly
over 7 per cent but action was planned to bring bae annual average growth rate to the 8 per
cent mark after 2012. The Government's Medium-tédfiacroeconomic Framework (MTMF)
presents a positive outlook reflecting a favourabéeroeconomic environment, characterized by
conditions of sustained peace, low inflation, inya@ business confidence, stable fiscal
management and low interest rates. Sri Lanka hesntly become a lower-middle-income
country with a per capita income of over US$2,0@Bjch is expected to double to over

* Some other studies also informed the NHREP, nartiehbour Reforms in Sri Lanka” (ILO, Colombo,
2006); Vaughan-Whitehead, D. “Wage Policy in Srinka: For a Comprehensive Wage Reforms
Package”, mimeograph (ILO, Geneva, 2008); “The iobpd labour laws and business environment on
SMEs: A country review”’mimeograph (ILO, New Delhi, 2008Dtobe, N. 2013. Globalizatipryender
and employment in the open economy of Sri Laftkeneva, ILO).

® The relevant studies are published on the ILO iteb$ittp://www.ilo.org/emppolicy/pubs/lang--
en/index.htnfaccessed on 2 October, 2014].

® Sources: Subcommittee on macroeconomic policiestployment generation; and Weerakoon, D. and
Arunatilake, N.:Macroeconomic policy for full and productive empt@nt and decent work for all: Sri
Lanka country studfiLO, Geneva 2011).




US$4,000 by 2016. Sustaining economic growth isyaflactor in ensuring that poverty is further
reduced from the current (2009/2010) level of 8&F pent nationally and to address large
regional variations.

Sustainable employment creation requires a polipythrat promotes growth and investment in
the productive sectors of the economy with an gmpmte combination of monetary, fiscal,
exchange rate, trade and real sector policies.ri&ffoave to be made to ensure that fiscal,
monetary and credit policies are linked to the diiye of generating sustainable employment.
The overall direction of monetary policy is detemed by the major target of maintaining stable
prices to facilitate sustainable economic growtld generation of employment opportunities.
Monetary authorities conduct monetary policy intsacowvay as to maintain the rate of inflation at
a low single-digit level, while keeping interestas sufficiently stable at levels desirable for
promoting private investments and for maintainiegl positive returns for savers.

Establishment of proper institutional mechanismgather accurate information with minimum
time lags in the areas of employment, industridbat agricultural output and other variables in
the real economy were considered necessary tontieithe suitable monetary policy stance.
The budget for 2011 introduced reforms in the t&team aimed at simplifying the tax system

Table 1: Sectoral output and employment

2000 2010
Growtha2 Share of Share of Growthb Share of Share of
GDP Employment¢ GDP Employmentc
GDP 4.0 6.4
Agriculture 05 19.7 36.0 49 11.9 325
Industry 33 25.7 23.7 7.0 28.7 246
Services 54 54.6 40.3 6.4 59.3 42.9

Source: Weerakoon, D. and Arunatilake, N. (ILO, Geneva 2011), p. 5.
Notes: a: Annual average for 2000-04; b. Annual average for 2005-10; c: Employment data excludes Northern and
Eastern Provinces.

Table 2: Selected economic indicators

2000 2002 2004 2006 2008 2010
GDP growth % 6.0 4.0 54 7.7 6.0 8.0
Investment % of GDP 28.0 21.2 25.3 28.0 27.6 27.8
Domestic savings % of GDP 174 14.4 16.4 17.0 13.9 18.7
FDI % of GDP 1.0 1.1 1.0 1.6 1.7 0.9
Remittances % of GDP 7.0 7.8 7.6 7.6 7.2 8.3
C/A balance % of GDP -6.4 14 -3.1 5.3 9.5 -2.9
Fiscal balance % of GDP -95 -8.9 -79 -7.0 -7.0 -79
Govt. debt % of GDP 96.9 105.4 102.3 87.8 814 81.9
Rate of inflation % 6.2 9.6 9.0 10.0 22.6 59
Interest ratea % 21.5 12.2 10.2 15.2 18.5 9.3
Exchange rate Rs/$ 80.06 96.73 104.61 107.71 113.14 110.95

Source: Ibid., p. 6’

Notes: a: Commercial banks’ Average Weighted Prime Lending Rate (AWPR).



while broadening the tax base to improve revenuéilimation. However, given the existing
status of government revenue, further tax systdormes were considered necessary to improve
revenue collection.

Social policy commitments as well as public investinat around 6—7 per cent of GDP led to an
almost unavoidable escalation of government expereddespite the vision of the Medium-term
Macroeconomic Framework of maintaining the budgeficit below 5 per cent of GDP. The
Government was committed to keep recurrent expareditvithin limits and to improve the
performance of public enterprises. Creating anstment-friendly environment for expansion of
private sector activity in the country will contimtio be a factor influencing the conduct of fiscal

policy.

Attempts were made to maintain proper coordinatietween fiscal and monetary policies for the
achievement of growth, employment and price stgbibbjectives. This required close
cooperation and regular dialogue between monetay fiscal authorities to achieve the
macroeconomic objectives of stable growth.

The private—public partnership (PPP) model is beprigmoted in the implementation of
infrastructure investment projects rather thanrfoiag them entirely through the government
budget. The Government is expected, thereforeraate an environment conducive to PPP and
to develop well-prepared plans to attract privagetar investors for such projects. Particular
attention would be paid to the employment intenaitg job creation potential of public and PPP
investments.

Given the economic growth targets set by the Gawent, an increase in the rate of national
investment from the present level of 24 per cel®&@er cent of GDP would have to be aimed at.
The shared responsibility of both the public andaie sectors in raising additional investments
needs to be stated very clearly, as investmentkisyadeterminant in promoting employment-

intensive growth.

The dollar value of Sri Lanka’s commodity expor@shincreased consistently over the recent
past, but the dollar value of imports increasedenwapidly resulting in a continuous deficit in the
country’s balance of trade. As the weakened tradignice had reached crisis proportions in 2012,
action has been taken to float the rupee and & rianport tariff on selected imports. As the
payments problem was brought under control, asaltref these measures and the continuing
increase in exports, inward remittances and touesmmings, the rupee began to strengthen in
exchange markets. A policy of maintaining a stabid competitive exchange rate will continue
to be treated as an important signalling mechansrmvestors regarding the stability of the
country’s macroeconomic environment.

The commodity composition of exports has changely stowly over the last decade. The
manufactured goods share of exports has remainadoahd 75 per cent. However, there has
been a notable diversification of the basket of ufiactured exports, with the share of garments
dropping from 50 per cent of total exports in 280010 per cent by 2010. Agricultural exports
continue to be dominated by tea, accounting foutthé per cent of total exports. The nature and
extent of employment generated by export-relatéiies is difficult to gauge because of data
limitations. However, as diversification of expdrdustries can promote employment and
livelihoods, policies to achieve export growth attidersification will be guided, among other
things, by the need to expand employment oppoiasnit



The relevance of the exchange rate to a countryfgoré competitiveness is being widely
discussed. In addition to an appropriate exchaatge improving export competitiveness requires
many other conditions such as increased produgiiviexport industries.

A number of points may be highlighted in this regpe

» New products and markets: In order to raise Srikh&@nexports and increase its
global share, new products as well as new markétdevexplored and penetrated
through branding, value addition and product diNieegion;

» Tariff regime: The tariff regime will be structuréd support the development of the
country’'s domestic manufacturing sector, and wlilerefore, be largely in line with
policies aimed at generating broad-based employomgmdrtunities;

» Knowledge-based exports, through activities such &dgormation and
communications technology (ICT) related businesxess outsourcing (BPO) and
knowledge process outsourcing (KPO) will be prordate increase earnings from
the export of services;

Strategic trade policy initiatives aimed at achigvgreater integration into the global economy
have been pursued through multilateral arrangemasiterell as preferential trade agreements
(PTAs). Therefore, sensitive products that haveleympent and livelihood implications were
given careful consideration in trade liberalizatipnogrammes under the country’'s PTA
commitments.

Population has been expected to undergo major elsamgits size and age structure in the
coming decades. In the year 2031 the populatiempgcted to peak at 21.9 million, thus adding a
further 2.0 million people to the present populatiase of 20 million. In absolute numbers, this
will be an enormous challenge for the country’shpks.

Human resources in Sri Lanka have considerablenfiatéo steer the country’s growth trajectory
from its current low-skilled, low productive andwencome earning workforce to one that is
highly skilled, dynamic, and globally competitivBri Lanka has long been a model of social
development for developing countries, but transtatthat into economic prosperity requires
greater emphasis on human resource developmemrapldyment generation.

Employment implications of sectoral development”

The share of employment in agriculture has declimgdibout 2 percentage points from 36 to
34 per cent between 2000 and 2011 (second quériém. share of workers in industry and

services had risen by 1 and 3 percentage poimectgely. While the industrial sector provided

24 per cent of employment in 2011, the service oseatcounted for the largest share of
employment in the country at 43 per cent in tharyén contrast, the shares of the agricultural,
industrial and service sectors in terms of GDPasistant prices in 2011 were, respectively, 11,
29 and 60 per cent.

" Source: Subcommittee on sectoral policies for legmpent creation; Chandrasiri, S. Promoting
employment intensive growth in Sri Lanka: An aseess of key sectors (Geneva, ILO, 2013); Abeyratne,
S.: Employment implications of the “Five-Hubs Sexgy” of Sri Lanka (Geneva, ILO, 2012).

8 Quarterly Report of the Sri Lanka Labour ForcevByr Second Quarter 2011 (Colombo, Department of
Census and Statistics, Ministry of Finance and itfap 2011).
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Figure 1: GDP and sectoral growth, 2000 - 2010
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Source: Ibid., p. 4.

The comparison of these GDP shares with correspgnelinployment shares shows the labour
productivity gaps that exist between the agricaltsector, on the one hand, and the industrial
and services sectors on the other. The productiyéty between the agricultural and service
sectors, in particular, has been widening as therlaector registered the fastest productivity
growth in the economy in recent years. Lookingraplyment patterns in gender terms, it may
be noted that the largest provider of jobs for worge now the service sector (38 per cent in
2010).

The NHREP has adopted a sector-focused approanmgpat faster growth of sectors that have
higher potential for productive employment. It lpgieposed policy intervention at subnational as
well as sectoral, and subsectoral levels. Idemtifim of major sectors and subsectors for
promotion has been based on an analysis of, amtmey things, the employment impact of
growth and quality improvements in such sectors.

It has been necessary to ensure that all majoegpnd their associated investment decisions
take into consideration the employment aspect. Bympént will be made one of the criteria for
granting incentives such as tax concessions. Emmay creation has been emphasized as a
criterion in the assessment of investment propo&alsapproval by the Board of Investment
(BOI), particularly when concessions are envisagdie given to investors.

Taking the above into consideration, the NHREP kipexl specific policies in the following
sectoral areas:

1. The agricultural sector;

2. The manufacturing sector;

3.The ICT and BPO sectors;

4. The health services sector;

5. The ports and shipping sector;

6. The environment-friendly (green jobs) sector;

7. The performing arts, music and creative indussexgor;
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8. The informal sector and small and medium-sizedrprises (SMES) sector;
9. Other emerging spheres.

The informal sector?

Subject to issues of definition and measurementitaipormal employment, it is estimated that
around two thirds of all working Sri Lankans aréomnmally employed. Own-account workers
(around 31 per cent of total employment) make wphhlk of those in informal employment.
Many of those in informal employment earn low wagesl are without social protection. Men
are more likely to be informally employed than wam&he older workers and the less educated
are also more likely to be so employed. Informapkryment is scattered in all sectors of the
economy — agricultural, industrial and services ut the relevant national database is not
adequate to judge the extent to which differentaecand subsectors absorb these workers.
Micro-enterprises — another category subject taessof definition and measurement — are
estimated to account for half of all informal emydes.

Figure 2. Informal employment by sex, 2006-2010 (Per cent)
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Source: Otobe, N. 2013, p. 13.

SME development®

The informal sector and the SME sector are deah wi two separate chapters in the policy
document but they are clearly interrelated. Th& bfismall enterprises, particularly those taking
the form of small or micro-level self-employmenbjarcts are in the informal sector. Even the
larger small enterprises, earning relatively highamrels of profits, insofar as they are not
registered as businesses and do not pay direct thxénave informal characteristics. The two
categories — informal self-employment activitiesdaBMEs — indeed cannot be defined as
mutually exclusive groups. In spite of this, the REEP treats these in two individual chapters
because at the policy level the two groups arebtttated separately.

Small and medium-sized enterprises make up a [sgeof Sri Lanka's economy, accounting for
80 per cent of all businesses. They are foundlisegtors of the economy — primary, secondary
and tertiary — and provide employment for peoplalifferent skills — skilled, semi-skilled and

% Source: Subcommittee on SMEs and the informabsect
10 source: Ibid.

12



unskilled. There are SMEs in the agri-businessosentd inmanufacturinglt is estimated that
about 20 per cent of industrial establishmentsuatier the SME category, while in the service
sector their share is over 90 per cent. SMEs aresaential source of employment opportunities
and are estimated to contribute about 35 per ceEmmployment. As the capital investment
needed to provide an additional workplace in thester is normally substantially less, on
average, than in large enterprises, SMEs are cemgiduseful in any employment expansion
policy. The SMEs play an important role in promgtinclusive growth. Furthermore they play a
useful role in developing entrepreneurial skillglannovation and promoting economic growth
and wealth creation in the economy. They are sésmas entities that promote social cohesion
and contribute greatly in the area of poverty aéieon. The improvement of the environment in
which these SMEs operate is imperative.

The growth and expansion of SMEs are constrainegrbplems emanating from product and
factor markets and the regulatory system under hwkiiey operate. These problems fall into
broad areas of access to finance, physical infreistre, level of technology, regulatory
framework, access to information and advice, acttessarkets, business development services,
industrial relations and labour legislation, intetual property rights, technical and managerial
skills, linkage formation and environmental issuklgh interest rates and the emphasis on
collateral by lending institutions are the mostgfrently cited constraints affecting SME
development. The inadequacy of skills in produatettgoment, packaging, distribution and sales
promotion are further areas of weakness. Diffiesltin accessing information and markets are
also highlighted. Compounding these difficultie$ie t prevailing business and regulatory
environment raises costs and creates unnecessatlgdu

Human resources development™
School education

The general education system is an integral parthef national development process that
impinges on the lives of all Sri Lankans. In thé lSmkan context, the vision of holistic human
development encompasses social, economic, politicdl personal development and ethical
values emanating from religious traditions. It@®ted in the principles of equity, relevance and
excellence.

General education has an important role to plaproviding relevant knowledge and generic
skills such as initiative, decision-making, probleoiving, teamwork, responsibility, leadership
and communication skills in order to equip studdntsater function effectively as employees,
employers and self-employed members of the lalmrgef

There are 10,502 (as of 2010) schools in the cpuotwhich 9,685 are government schools. The
system of school education in the country also waegroup of private schools of which the

“international schools” form a special category.eTlatter group of schools does not appear
prominently in discussions of school educatiorhie ¢country. Following are some of the problem
areas and issues affecting general education venillirectly or indirectly responsible for some

failures of the school system in the sphere of hureaource development:

» Given the large size of the sector and the subataarid expensive quality-related
demands faced by the education system, the furadingations by the Government

1 Sources: Subcommittees on development of skittspleyability and career guidance and on human
resources planning, development, management aidi gtiaity.
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for general education are not only inadequate bueltalso been declining over the
years;

» Although national statistics show that almost &djiele children enter grade 1, there
is still some non-attendance in certain underd@ezloregions. There has been
improvement in the rate of retention of school-ag#dren over the years but drop-
out rates increase as children pass through segogdales;

» Those who fail to gain admission to universities fdove other opportunities for
training through professional and technical cours¢éswever, these opportunities
may be closed to many because of financial comg;ai

» Large numbers of people who leave school annuatgr all or 13 years of
schooling, and those who dropped out earlier, agaipped with very little
preparation for the world of work in terms of handsoft skills. They indeed pose
serious challenges to the country’s planners afidypmakers.

Higher and professional education

The higher education sector has 15 universitieeutite supervision of the University Grants
Commission (UGC) and 2 universities under the stgien of the Ministry of Higher Education
(MHE). The sector has 7 postgraduate institutesSather higher education institutes all under
UGC supervision. In addition, there are 12 advanesthinical institutes under the Sri Lanka
Institute of Advanced Technological Education uniter MHE. There are tertiary level training
institutions such as those for the training of kems and the National Institute of Education, &ll o
which operate under the Ministry of Education. kidiéion, there are private sector training
institutes operating at the tertiary level, tragistudents for degrees awarded by many foreign
universities. Some of these private training ingtis have been awarded a “degree-awarding
status” by the UGC. Many vocational training ingiitns fall under the category of tertiary level
educational institutions and, because of their iQaer relevance to human resource
development, these vocational training institutioeseive attention in a separate chapter in the
policy document.

In discussions of higher education in the counfigwever, it is the university sector, with its
postgraduate and other institutes, that receiveswildest attention. These are the institutions
entrusted with the development of high-level humeasources for various sectors of the Sri
Lankan economy. The following paragraphs in thistis@ on higher education focus on the
university sector.

The absence of an adequate number of places iensities for those qualifying to enter through
A Level passes is one of the key issues. The poality of education offered in national higher
educational institutions is an important issue lioman resource developmeiithe resources
available in universities, both physical and hurae, of varying quality as some of the existing
universities were established without adequate rppeeparation. These universities are
predominantly funded from the government budgetbse funding from tuition and other fees
and private sector donations and endowments hasimeth very low. The Government’s
recurrent and capital expenditure on higher edagdtiday is low by international standards and
also by Sri Lanka’s own historical standards. Thesie been a correspondingly inadequate and
slow build-up of modern facilities within univerigs, and the training of human resources for
employment therein has been unsatisfactory. Theltieg deterioration in quality has been
aggravated by internal management weaknesses @ehstunrest. In terms of their contribution
to human resource development, these institutiohdigher education have been widely
criticized by both private and public sector empliy
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Unemployment among university graduates causes puidlic irritation and anger, and demands
considerable policy effort to resolve. The problarises to a large extent in respect of graduates
of the faculties of arts, humanities, social sce&n@nd commerce.

The university faculties noted in the foregoingagmgeph are also the faculties drawing the largest
numbers of student intake. In respect of theseugttad, the labour market demand clearly falls
significantly short of supply; while in some disloies the universities may not be producing as
many graduates as the labour market could prodilgtabsorb, in other disciplines the number

of graduates produced far exceeds the number theetaare able to absorb.

Vocational skills and employability

The Tertiary and Vocational Education Commissional@ished under the Tertiary and
Vocational Education Act No. 20 of 1990 (as ameides provisions to register vocational and
technical training institutes and accredit theiurses of study according to well-defined criteria.
These institutions provide non-university furthedueation opportunities for those leaving
secondary school. Several ministries and privatéoseorganizations also provide courses of
study relevant to their employees as a part ofrtheiman resources development plans.
Competency-based training at certificate, diploara degree levels provided by agencies under
the Ministry of Youth Affairs and Skills Developmieare examples. Some member associations
of the Organization for Professional Associatiols® @onduct professional courses of study.

With regard to the needs of human resources arid sidvelopment, a number of issues have
surfaced that must to be addressed with appropp@ieies and strategies:

» Non-availability of vocational education facilities the secondary education level in
parallel to formal school education;

» Late formal introduction of vocational elementssinior secondary education. The
new technology stream is introduced for exampldat@sas the GCE “A-level”;

» The absence of formal linkages between differenicational and vocational
qualifications;

» The need to establish quality assurance and atatiedi through established national
education frameworks;

» The lack or weak state of recognition of the octigpal competency-based
vocational qualifications in the state, public amgtion and private sector schemes
of recruitment;

» Poor status of employability of vocational and t&chl students;

» In the prevailing technical and vocational educatand training (TVET) system
there are many problem areas: (a) mismatches amthghs of skills imparted; (b)
inadequate effectiveness and efficiency in thevde)i of TVET; and (c) limited
access to TVET, especially for women and rural pedpn.

Career guidance and counselling

In Sri Lanka at present many entities such as dsheocational training institutions, youth

service centres, government ministries, and privegetor institutions are involved in the

provision of career guidance. The coordination laf tareer guidance activities of all these
institutions is a challenge.
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The present fragmented system of career guidanse nbaerous gaps. The services are
undesirably compartmentalized. They are incondisianapproach and suffer from poor
communications and failure to reach the bulk oftdrget audience. Even at the counsellor level,
the system suffers from a lack of knowledge of kmdé options and total unavailability of
reliable data on future job demands.

The main target groups that need such servicethargouth who are faced with key work-life
decisions, the more educated workers who have ofmiees and migrant workers.

The following highlights key issues regarding campgidance services that are available today:

>

Career guidance services at secondary schoolsdeabtiy the Ministry of Education

through Career Guidance Units suffer from an inadégnumber of teachers trained
in the provision of career guidance. These teaclek the contact with and

understanding of the world of work necessary tosbecessful in guidance. As a
result, career guidance is not available to theontgjof students during their school
careers.

The emphasis of career guidance services at uitigerds on placement in
employment, generally relevant to the area of sty the specific skills acquired.
The students in the general degree programmes tf ard Sciences need to be
exposed to further study and training in specids or common career options.

Independent career guidance centres establishethéowinistry of Labour and
Labour Relations, Provincial Councils, and similegntres are independent of
specific career focus and provide services of aggmature.

Career guidance units in various training instito§ such as the National Youth
Services Council (NYSC), National Apprentice andustrial Training Authority
(NAITA), and Vocational Training Authority (VTA) fous on specific careers
associated with these institutions, rather thamamoverall system of guidance based
on the attributes of the guidance seekers.

The prevailing conditions raise the four followiisgues:

0 There is noefficient career guidance service nationally cowated at all
levels and within the reach of people who reqire i

0 There is no accepted methodology to attract schemlers to vocational
education and training (VET) programmes subseqtenthe mandatory
school attendance period;

o Career guidance counsellors who have the aptitndeskills to guide not
only the youth but also the parents and schoolcities have to be recruited
and developed;

o Traditional ways of thinking tend to downgrade vim@al education and
training programmes. They are considered a detmtlbn for “drop-outs”
from and “failures” of the academically orientedrf@al educational system.
There is a need to bring vocational education a@idihg programmes into
the “preferred options” available to the youth.
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Enhancing the employability of the youth1z

According to the Quarterly Labour Force Survey (QLFof the Department of Census and

Statistics (DCS), the labour force participatioterm the country during the second quarter of
2011 was 48.3 per cent. The overall unemploymeathrad declined from 8.8 per cent in 2002 to

4.2 per cent in 2011. However, among the youth Z45¢ears) the labour force participation rate

was lower at 34.4 per cent, but the unemploymestwas higher than the national average at 19
per cent. The rate for females of the same agepgn@s even higher at 26.1 per cent. Low youth
participation in the labour force could be dueamong other reasons, extended period of life
spent in education and training, or simply idlinghaexpectations of further education, of better

guality employment than could be found or of mignatfor work. They are able to do so because
of the availability of financial support from tharily.

The low participation of youth in the labour fottand the high rate of unemployment among
them constitute a significant opportunity cost émnts of national production. The unrealistic

expectations of the youth, competency mismatched,various associated cultural factors are
behind such high youth unemployment rates. An @it potential problem is that widespread

unemployment among the youth could lead to sigmificocio-political unrest. All this makes the

issue of enhancing the employability of the youtsulject worth being treated separately in the
NHREP.

Unemployment among the relatively more educatedhyouSri Lanka appears to a large extent
to be voluntary. Many unemployed young people atsdl to be waiting for the appearance of
jobs they desire, the bulk of such desired jobsidén the public service. Data also show
significant underemployment among the youth. Thidudes those who are employed in jobs for
which they are over qualified.

Limitations in labour market information systemslamon-availability of career guidance services
are other problems faced by the youth. The demanddcational training, therefore, remains
weak. Methods of job search that are popular anleeagouth are largely informal.

The majority of the youth prefer to be employedhia public sector for reasons of job security,
good remuneration packages, high social statusa#tratctive fringe benefits. Therefore, some
segments of the private sector find it difficult tecruit young workers for certain jobs — for
example, work as machine operators and helpergpareprocessing zone factories, as pluckers
and tappers in tea, rubber and coconut plantatimts as masons, carpenters, plumbers and
helpers in the construction industry, and so on.

There are some other known factors with regarcheoe@mployment preferences of the youth.
First, there is a widespread perception among tihatprivate sector establishments discriminate
against the rural youth in employment selectioncesses. Second, many of the youth show a
preference for migrating overseas for employmesspie the fact that the overseas jobs they can
obtain are low-level blue-collar or manual jobs.

12 5ource: Ibid.
131t is noted that part of the reason for this ie #xtended involvement of the youth in educatiod an
training. Undoubtedly, the involvement in education training has positive impacts.
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Figure 3. Unemployment by sex, 2000-2010 (per cent)
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Against the above background, one of the majoriehgés is to create adequate job opportunities in
the formal private sector which would be acceptablthe discerning youth, while at the same time
improving the employability characteristics of §muth waiting for job opportunities. A point worth
emphasizing is that there are large numbers of yqeople leaving the education system early in
life, with or without the GCE O-Level qualificatioiThe challenge is to provide those people with
opportunities for skills development and remungeaémployment.

Science, technology and innovation skills

Sri Lanka'’s vision for rapid industrialization aadstained growth critically depends on the focused,
strategic and urgent introduction and strengthenifgrelevant human resource skills and
competencies. Successful implementation of theoNati Science and Technology Policy depends
as a prerequisite on fulfilling the science, tedbgyp and innovation workforce requirements. There
are “specialized technical occupations” that aseesal for the development and sustenance of an
industrial and post-industrial economy. These nteeble identified through a focused, coordinated
approach.

The development of high technology areas requipexialized physical and human resources.
Highly skilled personnel have to be developed agtdined to face the emerging demands. The
development of high levels of technical skills wibtdke a long time. The labour market does not
easily and quickly respond to changing demanddéohnnical skills. The emerging risks of either

shortages or over-supply conditions need to betifteshand addressed early.

Another significant point about highly skilled pensel is that they can generate inventions in
high-end technologies that can be patented, thailboting to wealth creation in the economy. For

the very same reason, however, there is a high mibricet such people in the global market. In Sri

Lanka, this is a hitherto neglected or an inadexjyatovered area in human resource planning and
development programmes. As a result there areotlmnving issues to be addressed:

» Highly skilled personnel for high technology inntiea and techno-entrepreneurship
activities and for high technology industries ageded in inadequate numbers.

» Tertiary and postgraduate training of skilled perss is carried out without a clear needs
assessment — except in the medical fields — theatiog gaps and mismatches between
demand and supply. The opportunities and capagityain highly skilled personnel within

18



the country are inadequate. There is no coherdittnad strategy either to train highly skilled
personnel abroad or to open up opportunities docadigtfor that purpose.

» A focused, coordinated and monitored strategyatim tand retain the highly skilled personnel
required for a knowledge economy is yet to be dmped.

» There is a lack of clear policies and procedurethatnational level to attract and retain
personnel for highly skilled jobs and compete faocts personnel on the global market. This
situation has obviously favoured the more indukked countries that have strategies to
attract skilled personnel to their workforce frothaaer the world.

» The global demand for highly skilled personnelapidly increasing but Sri Lanka has failed
to compete for these positions on the global mafkat the time being, the education system
does not produce sufficient numbers of such perdonn

The policy document is timely in acknowledging theperative need for highly skilled technical
personnel for rapid economic development and thrednction and implementation of policies,
strategies and procedures to ensure that thisiaeaet.

Employment opportunities for vulnerable groups, people living with disabilities and
those in underdeveloped regions™

A basic problem in generating employment for vudide groups, especially in underdeveloped
regions, is the lack of accurate data and systérnaining support and continuous monitoring.

In Sri Lanka, accurate statistics on people livivith disabilities are not available. According to
pilot surveys conducted on people living with diiibs, approximately 7 per cent of the
population falls into this group. The majority gyeor, as they lack access to education, health
services, income-generating activities and wagel@ment.

People with disabilities face multiple issues ahdllienges. Given that they are also among the
poorest and the most vulnerable in society, andifidependent on others, measures to empower
people with disabilities and to integrate them intwiety will benefit them, their families and
society as a whole. This issue is not sufficieatldressed at development forums. There are only
a few donor-supported projects or programmes tteatizected at protecting their rights through
social and economic inclusion.

According to official reports, there are eight tkand widows (the majority are young widows) in
Northern and Eastern Provinces of Sri Lanka.

The ability of these vulnerable groups to create @evelop income-generating activities — self-
employment or wage-employment — could improve tliging conditions.

There has been a sharp decline in child labour thwepast decade. Currently some 13 per cent of
children are engaged in work, with the majorityelementary occupations — in agriculture and
related activities, street vending and servicesjnmgi construction, transport and related actisitie
and domestic work. Most child workers are in raadas, many of them working while attending
school. Urban working children however, generallyequp school when working. It is estimated
that about 78 per cent of working children have plated primary education.

14 Source: Subcommittee on labour market policieatagies and target groups.
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Foreign employment*®

International labour migration from Sri Lanka hasreased significantly in the last two decades.
The Sri Lanka Bureau for Foreign Employment (SLBEEfjmates that more than one million Sri
Lankans are employed abroad and that there wasitlovo in 2010 of about 266,000 people.
The percentage of women in the annual outflow ajramt workers is reported to have fallen
from 75 per cent of the total in 1997 to 49 pertdan2010. Of the migrant workers who are
women, 86.4 per cent are employed as domestic workith 95 per cent of those going to the
Middle East. Foreign employment contributes tooral development in various ways. About 24
per cent of the total labour force of Sri Lank&010 was so employed. According to the Central
Bank, remittances from foreign employment increagedJS$4.65 billion in 2010. Foreign
employment is thus an important and stable souréareign currency inflow to the country. The
share of the total GDP comprising remittances wiag times higher than the annual foreign
direct investment (FDI) inflow in 2010. Overseab jpportunities continue to be a vital source
of employment, reducing the pressure on authoritreaccount of the unemployment issue in the
country, especially among unskilled women and ysuth

At the same time, Sri Lanka has not been able pplguhe numbers of workers in the mid-

professional, skilled and semi-skilled job categerfor whom there was demand from various
countriesin respect of all job categories, for example i®20there was demand for 784,212
positions open to workers from Sri Lanka, but tloerdry was able to supply people for only
247,119 of those positions.

Figure 4. Trends in foreign employment departures, 1996-2010 (Persons)
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(Source: Op cit. Otobe, N., p. 14)

15 Source of information: Ministry of Foreign Emplogmt Promotion of Sri Lanka, 2012.
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Public service employment*®

The success of the National Human Resources andogment Policy (NHREP) for Sri Lanka,
which covers a wide spectrum of development intatiees, depends largely on the effectiveness
and efficiency of the public service.

While the public service has a marginal impact ompleyment as a direct employer, and that is
confined to a few categories, it plays a more ingurrole in promoting the creation of job
opportunities in the economy at large, through effecient execution of appropriate policies,
programmes and projects. A productive public servieeds a human resources development
effort, incorporating the best elements of trainipgrformance appraisal and motivation. There
must be an appropriate institutional framework mguge implementation. The form and content
of such an institutional arrangement is a mattepfitical decision-making.

The private sector works as the engine of growtis, éngine being guided by the public service.

Indeed, the primary function of the public serviseto manage the development process. The
service delivery and regulatory functions of theblfu service could be subsumed within the

concept of development, since they ultimately séniepurpose.

It is believed that the public service is already targe and unwieldy. As a percentage of the
population, the Sri Lankan public service is on¢hef largest in the world. Many institutions and
organizations in the public service are overstaffed

A point noted elsewhere in the present reportas jbseekers show a greater preference to join
the public service sector than the private settokvever, there is also evidence to show that the
public service finds it difficult to attract peoplégth skills and competencies that are scarce and
are in high demand in the labour market. With rdgarcertain professional categories, such as
medical specialists, engineers and IT personngiuiolic service employment, there is also a

significant brain drain problem.

Measuring the performance of the workforce as waelbf the government institutions overall is
essential in order to improve the efficiency of faevices provided. It is critical for the succegs
performance management to focus on measuring ts8sahd “outcomes” and not mere
compliance with rules, regulations, procedures.c@sses and inputs, even though they are
necessary to the final outcome. At the heart ohsuanagement lies information systems which
collect, store, process, disseminate and utilize dead information for decision-making and
action.

Capacity development of the public service requieseric and institution-specific training of all

segments of the service. A particularly noteworghgment of generic training that is urgently
required is in language skills in Sinhala, Tamitl&nglish. Although public service capacity-

building is critical for the management of the depenent process, sufficient funds have not
been allocated.

Action has already been taken to establish manageratorm cells (MRCs) in all the ministries

and in the institutions that come under their pawi The principal objective of their

establishment is to promote the administrative rraf@rocess. However, the required reform
processes and their expected final outcomes haveeea fully identified.

6 Source of information: Gunatilaka, R. 2012. Puldiector employment in Sri Lanka (mimeograph,
Geneva, ILO).
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Effective and efficient implementation of policienunciated with regard to all elements of
human resource development and employment polisidls depend on the quality of the
management systems in place. Crucial roles inrdgard have to be played by the different
segments of the public administrative service.

Mainstreaming gender

In Sri Lanka, women are at a disadvantage in thedamarket. A significant proportion of the
female population remains outside the labour fovghile three fourths of the working-age male
population is either employed or looking for wodkly 36 per cent of working-age women are in
the labour market. This is despite the fact thatneo are as well educated as men, as a result of
the free education policies. Indeed, nearly halalbfemployed graduates are women, as are a
little less than half of all those educated uph® GCE A-Level. However, the promise of equal
opportunity for young women and men that was broadpout by the provision of free education
has not translated into equal opportunity in theldvof work. The unemployment rate of women
is twice that of men, and women with a minimum oLével qualifications make up slightly
more than a fifth of all unemployed people, whilemwith equivalent education account for less
than a tenth. Underemployment among women is ailszhrhigher.

Job opportunities for women are limited to onlyeafsectors whereas men have a wider range to
choose from. Rapidly growing sectors such as thestcaction industry are largely male-
dominated, while social attitudes about the appatgmess of jobs for women, and issues of
personal safety, transport and housing, constraimen from taking up jobs away from home.
As a result, a significant proportion of women areluded from social, industrial, financial and
other spheres of activity, and thus deprived ofdpportunity to contribute to the current process
of growth and development. There is clearly a rfeethe increased involvement of women, and
enterprises and associations owned by or NGOs oaingewomen, in a dialogue on policy
reform and implementation strategies related ttasnable employment creation for women.

Whether there is gender-based wage discriminatioBri Lanka is often debated. A combined

Government of Sri Lanka and ILO study of 2009, hesve argued emphatically (using a set of

2006 data) that in nearly every instance, men énstlime skill or occupational group and same
employment group, in terms of public, formal oramhal, earn more per hour than their female
counterparts, indicating the existence of a widesgrgender-based gap in wages. Women
workers are also far more vulnerable to sexualdsanant at the workplace and, given the social
attitudes and limited job options, almost invanesliffer in silence.

Such issues discourage women from looking for veort may also account for low female rates
of participation in the workforce. In addition, mawomen are unable to seek paid employment
because caring for children and elderly parentegakp most of their time. Decreasing family

size and overseas migration have also increasetutten of unpaid care work on Sri Lankan

women.

While these combined factors keep women from gpetimg in the labour market, a tightening
labour market situation conditioned by demograpifianges and overseas migration makes it
imperative that more women work in the monetizezt@s of the economy, if current economic
growth rates are to be maintained, living standardgto rise, and savings are to be generated for
the social protection of the current generationwofrking Sri Lankans. Policy measures are
needed to enable women to participate in the labwrket and access jobs that pay better wages
and with better working conditions.
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Labour market information and employment services'’

The data needed by policy-makers dealing with eympént issues on the one hand, and by
educational and training authorities to plan, oi@nand operationalize programmes of
education, training and skills development on theeg are not readily available in Sri Lanka.
The skills development activities in this contest aeeded to meet the local demand, as well as
the demand created by migration for temporary fpreemployment and losses through brain
drain. Policy action to collect and analyse labmarket information is thus needed to effectively
assess, estimate and monitor the rapidly changingadd for skilled human resources in a wide
range of fields.

There are a variety of users of labour market mfion — employers, jobseekers, training
institutions, and public institutions in policy-mag, regulatory and promotional roles and so on.
Different groups among these prospective data us#érsise labour market information for a
variety of purposes. Access to robust labour marketmation is a key element in the overall
functioning of a labour market.

The Government has strengthened the systems i daicthe collection and compilation of
human resources data. But there are still maja daps. A labour market information system,
which is demand driven and of a multi-purpose ratig needed and is yet to be fully developed.
The labour market information system planned shquigduce regular, timely and relevant
labour force, employment and human resources irdtiom to meet the needs of the various
users of the relevant information noted in the doieg paragraph in both the government and
private sectors. These are the institutions hak@sgonsibility for human resources development
and employment creation programmes. Employers wigo pfanning changes in production
structures of their firms need labour market infation data to manage their industrial and
service enterprises. The institutions having thspoesibility for producing labour market
information data are highly decentralized and theguire mechanisms to coordinate the data
collection and compilation activities. Arrangemetttpool the data that have been gathered need
to be made so that data can be easily accesseddny. rhe significance of developing the
capacity of the institutions responsible for cdiles, compilation and dissemination of data
cannot be over-emphasized.

In Sri Lanka, an Employment Exchange Scheme opkratem the 1940s to the mid-1970s,
dealing only with manual unskilled and skilled werk in a small segment of the private sector.
The state sector recruitment schemes did not useséhvice. The Job Bank Scheme introduced
later applied to a limited proportion of lower- amitldle-level openings in the public sector. This
was not used by the private sector. Both thesensehidvad numerous weaknesses and were later
discontinued. This previous experience in operatimg employment service in Sri Lanka,
therefore, is of little use as a guide to the idtrtion of a new comprehensive Public
Employment Service (PES).

A PES could be used in activities related to regisin for employment. The mandate of the PES,
wherever it operates, is the facilitation of jobtoféng rather than placement in jobs. This avoids
the perception that a public employment serviaesponsible for finding jobs for people, which

is more likely to be the role of private recruitth@gencies. The service could also be useful as a
platform to operationalize contributory social sgtyuand pension schemes, as well as to
generate labour market information. A public empieynt service could also help to undertake

" Source: Subcommittee on employment services.
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career guidance and counselling services and ifd#rification and promotion of employment
for vulnerable groups.

Social dialogue institutions and labour relations*®

Social dialogue institutions and labour relatiormgtitute vital components of any human
resources and employment policy, providing the ss&ey human-centred components. These
institutions are responsible for the maintenancendbistrial and labour relations. A content
labour force enjoying a decent work environmenthwitound labour relations geared to
productive employment is what these institutiorssexpected to produce. Workplace cooperation
will create a healthy environment for social dialegnstitutions. In this regard, management of
enterprises should engage in periodic dialogue téttie unions and other worker organizations
to resolve outstanding issues and differences afiap in a friendly atmosphere, before such
issues lead to disputes requiring interventionhgyauthorities.

There is a declining trend in unionization in Serka, as is the case in other countries of the
region. The main contributory factor may be thesloEbargaining strength by trade unions.

A widely heard comment is that Sri Lanka’s laboelated social legislation is rigid in nature.

The legal provisions relating to labour and empleginare said to be complex and extensive.
Export Processing Zones (EPZ) in the country betorg special category in this regard. In these
zones, the allegation is levelled against employbed they discourage the formation and
functioning of trade unions, but encourage the mtion within these zones of employee

councils, which are employer-biased.

It is believed that all partners in social dialognamely the trade unions and workers’ groups,
employers and government officials, have limitasiam their ability to effectively handle matters

discussed in forums involving labour-related mattévoreover, in cases related to industrial
disputes and other labour-related issues, mang tnatbns cannot afford legal representation. In
this scenario, all stakeholders require training various disciplines pertaining to labour

administration.

Wages™

Sri Lanka recognizes that the National Human Ressuand Employment Policy must ensure
not only the availability of mere jobs, but of jottgt are productive and decent. In this sense the
guestion of wages is a key variable which the patiist address. This implies that the economy
and the labour market will have to meet the duallehge of providing productive employment
opportunities to the unemployed and to the annaotthsets into the labour force, while at the
same time increasing the levels of productivity ambmes for the large numbers of working
poor.

The tripartite relationships involving the Govermtjeemployers and trade unions need to be
improved to strengthen the wage agreement sysfHmase is no guarantee of minimum earnings
for informal sector workers. Neither are they ceekby any other assistance scheme, except for
the package they are given under 8anurdhischeme for poverty alleviation.

18 Source: Subcommittee on labour market institutiand labour relations and Ministry of Labour and
Labour Relations.
19 Source: Ibid.
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The Wages Boards Ordinance and the Shop and (Hfiggloyees (Regulation of Employment
and Remuneration) Act provide the legal framewarkdetermining minimum wages. Under the
Wages Boards Ordinance, currently 43 wages boards been established, and these determine
the minimum wages of respective trades. However,niechanisms for minimum wages in the
Shop and Office Employees Act are inoperative. ldemdarge number of workers who are not
covered under the decisions of the wages boardedoenefit from the minimum wages system.

Data indicate a high degree of income inequality,shown by the GINI coefficient which
remains at a level of 0.49 (2009/10). Data alsowskgnificant disparity between regions.
Reports indicate a gender gap in the informal sentepite of the minimum wages in the formal
sector determined by the wages boards system. T¢$mses need to be addressed.

There is a wage gap between the private and pabtitors. In respect of less skilled workers,
private sector wages are lower than for those efpthblic sector — a minimum wage of 6,750 Sri
Lanka rupees (LKR) in the private sector as agaanstinimum of LKR13,008 in the public
sector. The gap narrows — and even reverses -ilafegkls go up. The wage gap at the lower
end is a deterrent in promoting employment in ttieape sector.

The minimum wage as determined by the wages baamde different from the actual market
wage. The minimum wage cannot be increased easiy dghe adverse effects it would have on
the capacity of SME employers to pay. Wage bargginvould be useful and could help to
address this issue, if collective bargaining werbe improved.

A productivity or performance-based wage systentdasidered to be an effective tool in
enhancing productivity and the country’s competitigss. Incentives will be provided to firms
for adopting a “productivity-linked wage system”.orBe enterprises do have such
performance-based wage systems to enhance pratucimployers need to be encouraged to
formulate such wage systems in consultation withkexs’ organizations.

Social protection®

Policy action in the areas of employment and soprakection are mutually reinforcing and

promote pro-poor growth. Better and more producjbles lead to higher incomes, allow social
spending for poor workers and help to finance $qmiatection. Social protection improves the

productivity and employability of poor people an@lslizes and increases incomes, and links
short-term coping strategies with longer-term giteahhancing and poverty-reduction strategies.
Combinations of measures promoting social protactiod employment will help to protect the

most vulnerable while also promoting longer-terratainable development.

Social protection and social security refer to meas which are designed to address the
vulnerability of individual workers and their fangi$ to those contingencies which lead to loss of
income-earning capacity and/or need for health.cAreariety of reasons may produce such
losses of income-earning capacity — old age, si&knmaternity, unemployment, disability, or

occupational accidents and diseases.

The existing social security system of Sri Lankafregmented and comprises fairly well-
established schemes of old-age pensions and of-$ummp payments at retirement for public
officers and workers in the formal private sectod gheir dependents, and voluntary schemes for

% The average exchange rate for 2014 was: LKR1305%41.00.
2L Source of information: Ministry of Labour and LalsdRelations.
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workers in the informal economy. Besides, theresateemes which cover disability, health care,
and social safety nets targeting the poor.

There are gaps in the coverage of existing schémesms of the range of contingencies set out
in the ILO Social Security (Minimum Standards) Cention,1952 (No.102), and the number of
people effectively protected. Many contingencies@vered on a universal basis (health care) or
covered under one scheme or another (old age,ildigasurvivorship). Some contingencies are
only partially covered (disability, maternity, wanlen’s compensation) and others not at all
(unemployment). The increasing life expectancy #ma breaking down of the family-based
social safety-net, increasing living standardsysgjoowth of real employment incomes and rising
cost of living have drawn attention to the need ifaproving the coverage of social security
programmes, which currently cover less than orrd tifi the total employed population.

Participation in existing social security schemesnbt comprehensive. This gap could be
explained by factors such as a lack of knowledgmterest on the part of eligible workers, and

an inability to pay the contributions due and damidie evasion on the part of employers due to
weak enforcement.

With the exception of a few schemes, including plélic officers’ pension scheme, the social
security schemes are contributory and provide lisnif a lump sum rather than as periodic
payments. Lump sum payments are unable to gererféte of adequate income regularly after
retirement, basically due to low levels of waged #rerefore of contributions made during the
period of employment.

Under the present schemes, there is no protectigimst unemployment. For the effective
implementation of a human resources and employmeality, an unemployment benefit scheme
which would provide not only cash or income besefiit also a package of services including
counselling, training and re-training, and job plaent services is considered imperative.

As at present, the payment of maternity benefithésemployer’s liability and is not undertaken
through a social insurance scheme as required d&yilt® Maternity Protection Convention
(Revised), 1952 (No. 103) which has been ratifig@®h Lanka.

Sri Lanka is also one of the fastest ageing s&sein the world, posing significant social
protection challenges. The sustainability of refevsocial protection schemes and the provision
of appropriate conditions of well-being to people major issues.

The coverage of workers in the informal econominssifficient, in the face of increased risks to
which those workers are exposed. Existing sociategtion schemes must be expanded to ensure
access to some form of income security to all.iéwmwof the recent global fuel, food and financial
crises, and recurrent natural disasters, the rarea $trong social security system based on solid
principles has become more important to prevenpleefiom becoming destitute and to provide
employers with some labour market flexibility dugidifficult times.

A matter of growing significance in this subjecearconcerns the HIV/AIDS problem. Despite
the low level of incidence in Sri Lanka, the spreddIV/AIDS has the potential to negatively
affect employment if not controlled at an earlygstaAffected workers face high health-care
costs, and threats of termination of employmentglowages, social isolation and discrimination.
Steps taken early will reduce the impact of HIV/An the world of work and the national
economy as a whole.
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4.2 Technical workshop in August 2011

Several technical workshops were held to provigeitis to the thematic areas of concern and to
share knowledge and provide comments on the doafirdentation that would feed into the final
National Human Resources and Employment Policy ohecth.

The technical workshop held in August 2011 delitetaon the findings of the analyses of the
impact of the development strategies and policdesthe overall economic growth and on the
guantity and quality of employment, as well as avarty reduction. More specifically, the
workshop reviewed the past and recent growth sfiegeand policies, the patterns of economic
and sectoral growth and the patterns of employmemiuding public sector employment,
employment implications of macroeconomic policias,well as gender and age differentials in
the labour market. The workshop took into accolnet dn-going negative external economic
factors which may have had some impact on futunel@yment patterns. Particular attention was
also paid to the persistently high levels of infatremployment, and the poverty situation of
vulnerable groups, such as rural youth and womarticplarly in the post-conflict regions — in
other words, youth and gender issues were consgimiegrated throughout the deliberations of
various thematic working groups, as cross-cuttasgies.

In addition, the results of the series of consigditet undertaken by various working groups were
presented to the National Steering Committee. Thaskided: (1) employment generation;
(2) public service employment; (3) foreign employme(4) SMEs and the informal sector;
(5) sectoral policies for employment creation; déyelopment of skills, employability and career
guidance; (7human resources planning, development, managemdnpraductivity; 8) labour
market policies, strategies and target groups;l@Bpur market information and employment
services; (10) labour market institutions and lalrelations.

The technical sessions resulted in findings ondmployment challenges and proposed relevant
policy measures, as follows:

» Global Employment Challenges and the ILO’s Perdpeston Employment Policieshe
session entailed taking into consideration the glaamployment challenges and ILO
perspectives on employment policies as an intedgragproach in the developmental
context.

» Macroeconomic policies (monetary, fiscal and tragelicies), and employment
generation: This addressed the linkages between the macrosgommwlicies, and their
implications for economic growth and overall chasga employment patterns and
poverty reduction.

» Public service employmenthe session analysed the past policies and therpstbf
employment in the public sector, deliberated on d&eyployment challenges and proposed
some policy measures for public sector reforms.

» Employment, informality, and SME developmditite session reviewed past government
policies for promoting the SME sector and the issoé informality of employment,
structural change, and policy implications for \arimble groups of workers, in particular
those in the informal rural and urban sectors.

» Foreign employment and demographic implicatiomte session reviewed the overall
internal and overseas migration patterns, analybwtfp the push and pull factors, and
drawing the demographic and macroeconomic impboati
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» Sectoral policies for employment creatiobhis session reviewed the past and recent
sectoral growth strategies and their implicatioas gatterns of employment. Specific
attention was paid to the overall vision of the é~Wubs Development Strategy,
industrialization, policies and measures targetdtieagricultural sector, ICT, the health
and services sectors, and tourism.

» Development of skills, employability and careerdgmice and human resources planning,
development, management and productivitge session addressed the key challenges
faced by Sri Lanka in its human resources developneenployability of the labour force
for the country to boost its productivity and cortifpeeness on the global market.

» Labour market policies and strategies for targebups: The session addressed the
gender, age and ethnicity dimensions of the laboarket and the importance of
promoting equal employment opportunities for akgardless of personal attributes
(gender, ethnicity, class, religion, colour, pckti opinion, and others) and, in particular,
those who are more economically and socially disathged, such as rural youth and
women, and the disabled, including those in thelidon and Eastern Provinces.

» Labour market information and employment serviddss session reviewed the current
labour market information system, addressed theckajlenges and gaps, and proposed
concrete measures to improve the overall nati@@ur market information system and
employment services to facilitate overall job maigh and the monitoring of labour
market trends.

» Labour market institutions and labour relationbhis addressed the key labour market
constraints and issues that need to be resolvédpmve the functioning of the labour
market and labour relations, and proposed prigsitlicy, institutional and legislative
measures, including strengthening of the ILO camestits and social dialogue.

» Policy coherence and the way forwardsfter analysing various aspects of key
employment challenges and causes, the workshopedaied on policy coherence and
the synergies between various proposed policy mesago be included in the National
Human Resources and Employment Policy.

5. Policy consultation, validation and adoption

5.1 Thematic working groups

Inputs were provided by thematic working groupsAlyggust 2011, and were consolidated in a set of
draft documents which provided the basis for furtietional and regional consultations. A national
consultant was engaged to coordinate the formulatidhe policy document.

5.2 National and regional consultation workshops in September—October, 2011

The regional consultations were held in the North@rovince in Jaffna (post-conflict areas
included), and in Matara, in the Southern and Kandythe Central provinces of the country,
representing concerns of the populations that weographically dispersed across the island. Apart
from tripartite constituents, the national expentsl line ministries were represented in addition to
subnational-level partners with a stake in humasouece development and employment. The
concerns, findings and recommendations of the dtaimns were then captured in a consolidated
document that took into consideration the regiaitext of the policy issues, the policy gaps
identified and the policy action proposed.
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5.3 Drafting of the National Human Resources and Em  ployment Policy (NHREP)

The NHREP was then drafted taking into considenattie inputs from the thematic working groups
(based on the reports of the sessions) and alsoetfienal consultations conducted over a two-
month period. The draft document developed by #a Iconsultant was then presented to the
drafting committee appointed by the SMS in consigltawith the ILO. Several sittings of the
drafting committee (as a full committee as welirmamited numbers of committee members based
on specific areas of interest) facilitated the lfirstion of the NHREP proposal for Cabinet approval

5.4 Validation workshop on NHREP

The NHREP comprised 19 areas of critical policyaan, consisting of 371 policy paragraphs of
which 250 were policy recommendations. Given thdtiffaceted nature of the document, its

validation was deemed necessary. A validation warfsvas conducted in mid-2012 to validate and
seek the endorsement of all concerned stakeholuléos to securing Cabinet approval. After

validation of the draft NHREP, a “Cabinet paper'séd on the NHREP was drawn up for the
endorsement of the NHREP by the Cabinet.

5.5 Cabinet adoption and launching of NHREP

Cabinet approval of the NHREP was received in Septe 2012 following discussion and debate
amongst the Cabinet of ministers. This part ofpfacess was led by the Senior Minister for Human
Resources. Comments from the Cabinet were takenciomsideration, and the policy document
revised accordingly and translated into the natitaryuages. The approved version of the National
Human Resources and Employment Policy was primedlli three official languages (English,
Sinhala and Tamil). The NHREP was launched by Hisellency the President of the country on
30 October 2012 at his official residence, “Temptees”, in the presence of over 100 dignitaries
that included, among others, a number of donorseldpment partners, high-level government
officials, and representatives of the private sestmrkers’ organizations, NGOs, academia and the
media. A special newspaper supplement for widesedignation of the policy was released on the
occasion, as well. This ILO-supported event reativeprecedented media coverage and visibility
for the ILO.

6. Development of the Master Plan on the National H uman Resources and
Employment Policy

Rationale: It was decided by a steering committeeéd under the aegis of the Senior Ministers’
Secretariat that the NHREP should be, to all pratthtents and purposes, translated into a Styateg
and Action Plan for the Implementation of the NatibHuman Resources and Employment Policy,
or Master Plan, in consultation with the line minies charged with implementing the NHREP. This
process commenced with consultations among theohkltiSteering Committee members that
approved a five-pillar approach to the Master Ripart from using youth, gender, disability, ageing
and focus on lagging regions as cross-cutting ssue
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6.1 Providing inputs by thematic subcommittees

6.2

During the phase of the development of the impldatemn master plan of the NHREP, five
amalgamated subcommittees were set up and consafted which one-on-one consultations were
held with line ministries who provided inputs tetkey consultant and two facilitating consultants
to develop the results-based matrix for a madtan. frhe five subcommittees were based on the
five pillars of the NHREP that logically clustereelated issues against the five broad themes, as
follows:

Education and training

Private sector including the informal sector
Public service employment

Labour relations and social protection
Foreign employment

agrwpE

The policy document, spanning 19 policy areas,wagtin 371 policy paragraphs of which 250
were policy measures, was transformed over tine antomprehensive implementation plan. This
master plan, also called the National Human Ressuand Employment Policy (NHREP) of Sri
Lanka Strategy and Action Plan for Implementatimakes reference to the NHREP paragraphs that
deal with the subject matter of the implementapitan, sets out baselines, targets and outputsaover
10-year period (for the same period of the curi¢ational Development Plan) and provides key
performance indicators.

Policy and institutional coordination under the National Steering Committee
(NSC)

A management consultant together with the stafhefSenior Ministers’ Secretariat held a series of
consultations with the National Steering Commif{fd&C) that was set up, based on the five pillars,
to reach consensus with regard to a time frameatitpebf consultation and structure of the overall
implementation plan. The process was led by a tebalsed-management national expert with
technical assistance from the ILO. The steering mdtee initially met for one to two rounds of
discussion on the master plan. The main outlin@imaster plan was developed during discussions
at these meetings. Obtaining details such as baselbudgets, and similar information, posed a
challenge at such meetings, since many of thenliméstry representatives were not in a position to
give the SMS team such detailed information. It @esided that an alternative consultative process
should be followed.

The five-member team of the SMS along with the IP@cess Manager visited approximately 26
line ministries involved with the proposed implertaion of the NHREP. This process took over six
months of consultations. The format used for thetargplan lent itself well to coordination between
the various actors and reporting on the progresseoNHREP and the plan itself. A team within the
SMS set up for this purpose comprised consultamtstfe SMS who also worked in various
divisions of the SMS which facilitated the develaathof a comprehensive master plan. This also
augured well for sustainability of the coordinatiamthey were well positioned to liaise and interac
with the 26 line ministries who invariably workedomgside the relevant SMS divisions. For
instance, the Ministry of Education worked closefiyh the team to ensure that education policies
were in line with the NHREP and other related petichrough the SMS Education Committee.
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6.3 Validation of the master plan

The draft master plan was presented to the staftefsoivho had contributed to its development for
validation. The validation workshop, held on 27 teegber 2013, drew over 100 high-level
stakeholders — mainly senior officials from goveeminagencies. Comments were received during
and soon after the workshop, which were reviewatlinoorporated into the master plan. Re-visits
to some agencies were also undertaken to commeteig information.

6.4 Cabinet approval and launching of the master pIl  an

The master plan was then printed and submittede@tbinet for approval on 3 April 2014.

7. Policy Coordination on Monitoring and Evaluation (M&E) of the implementation
of the National Human Resources and Employment Poli cy: Implementation
phase begins...

7.1 Monitoring and evaluation framework

Given the need to provide the necessary input wiaReent and the working committees on a

regular basis, a system managed by responsibeffof the SMS using existing “worksheets” has
been considered at this stage to ensure timehb#eddfor quarterly and annual reporting. The five

thematic pillars (of the NHREP master plan) haverbseparately assigned to five dedicated officers
who will call for, collect, collate, analyse, repand provide feedback to the stakeholders on
progress based on the Key Performance Indicatotkefnaster plan.

This network forms the nucleus of the coordinatiperation and its members will keep in regular
contact among themselves via email and telepholie They are required to collect reporting data
and other inputs needed to generate the necesspoyts for reporting onwards to the Senior
Ministers’ Secretariat and beyontihe assistance of the IT consultant who createldirsstalled the
system will also be required on a regular basthimregard. It is expected that there will be tedi

or no new training required for the internal andeexal stakeholders involved as they are already
aware of and have been trained on the existing tardmj) and evaluation format through the various
workshops carried out in the latter stages of thejept. However, based on feedback and
coordination amongst the ministries, some re-tr@mhay be considered at a later stage.

7.2 Institutional framework for implementation

7.2.1 Role of the NHREP coordination unit

The NHREP coordination unit (which later has beamgferred from the SMS to the Ministry of
Labour and Labour Relations) will provide supportigencies in their efforts to mobilize resources
for implementing the NHREP using the master plasm,well as providing regular advice and
developing tools that would lend themselves to dvettoordination. The unit will set up a
coordination and reporting system — initially asvarksheet-based monitoring mechanism — to
support better coordination and reporting agaiest performance indicators of progress. The unit
will also convene meetings of the stakeholders @arthers in the NHREP master plan and of the
subcommittees as and when deemed necessary t@ &ms$tar coordination among partners.
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7.2.2 Roles of various stakeholders

The various stakeholders will be responsible fer ¥arying components within the framework of
the NHREP master plan: they will mobilize resourcésvelop baselines (where not presently
available); share knowledge either through the wloglet-based reporting mechanism or through
stakeholder meetings and subcommittee (follow-upgtings convened by the Coordination Unit,
implement the components within their respectivedades; complement work related to their own
cluster-related subjects within the pillar-basedtaaplan; share lessons learned and good practices
and share resources for strengthened partnershipgptement the NHREP through its master plan.

7.2.3 Coordination meetings

The coordination meetings will take place quartey at other times as and when necessary — for
example, to coincide with a key milestone of théiamal programme for development that will
ensure that any further or new human resource dprent work will be premised on the NHREP
and its master plan.

7.3 Financing of the NHREP master plan

The master plan is expected to be financed by butrnal and external resources. There is an
indication within the master plan document itsedfta which components have already secured
funding and where funding gaps exist. Thus the emgsan also serves as a resource mobilization
tool.

7.4 Government budget (coordination mechanisms)

The NHREP master plan is considered to be the oshiry framework for human resources
development and employment promotion in the courfbgon after the validation, even prior to
Cabinet approval, the national budget for the yedflected a commitment of funds to selected
priority areas within the NHREP and its master plaamely, support to informal economy
development, and support to SME development andofinience projects for entrepreneurship. The
Ministry of Education’s new education policy preshto the Cabinet was referred to the SMS for
scrutiny and compliance with the master plan pr@o€abinet approval. This type of practice lends
itself to better coordination among the various istiites subscribing to the master plan and for
employment budgeting. However, not all agencied (aere are more than 26) are as well versed in
employment-oriented budgeting and some will neethéur capacity-building and re-training from
time to time to keep up the momentum and help thighsustainability of such initiatives.

7.5 External resource mobilization

The NHREP and a draft of its master plan were prteseto the bilateral and multilateral

development partners at a special meeting conveynelde United Nations Resident Coordinator on
14 March 2013. The draft master plan was also ghhyethe SMS with donors from Canada,

Australia, the ADB and the World Bank. For the msp of more aggressive and systematic
resource mobilization, 37 project and programmeceph papers, developed by over 30 experts,
were reviewed by a technical committee of the Sk, five pillar representatives as and when
required, and the ILO, to ensure that they werbni@ with the formats provided and the NHREP
itself.
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8. Key lessons learned

Some lessons learned through this overall polickintaprocess that warrant highlighting are:

Initial capacity-building: The national stakeholders participated in a nunaferapacity-building
preparatory workshops to appreciate the importasicéntegrating key issues of employment
promotion and human resource development into tteielopment plans, including the importance
of having appropriate national institutional franoets for policy coordination;

Extensive consultative process: where the depth and breadth of the consultatiensitself well to
total buy-in by all stakeholders, who have nowtstgrusing the policy document as a key resource
mobilization and monitoring tool. Workshops wersaaheld in the regions, including the Northern
and Eastern Provinces, where post-conflict recovenyained essential for the long-term peace and
stability of the country. The extensive consultasiavith various stakeholders helped, therefore, to
develop national ownership.

Institutional framework for policy coordination: Making the NHREP comprehensive so as to
respond to complex employment and human resourbafienges could make it difficult to
formulate, implement and coordinate the policy meas, only time will tell if its implementation
will ultimately be successful. It was also impottam have proper national institutional frameworks
set up for both the policy formulation and the iempkntation stages, which are anchored by high-
level political commitment — this combination ofpappriate institutional frameworks and a high
level of political commitment has contributed te tbuccess of the overall formulation process. (The
coordination role for the implementation phase later been transferred to the Ministry of Labour
and Labour Relations.)

Palitical commitment anchored in the ingtitutional framework: The setting up of a coordinating
unit for the NHREP within the Senior Ministers’ $etariat, which has been the driving force
behind the policy, and which has a high-level oigitsrole across various line ministries, ensures
that the process will be maintained by the natistakeholders to ensure that the various policy
measures adopted will be fully implemented.

Public advocacy, and communication and dissemination: In addition, the role of public advocacy
and communication and dissemination has been aarten contributory factor to give a fillip to
the overall process. The policy document has bemheravailable in national languages (Tamil and
Sinhala), in addition to English. An executive suamynof the NHREP was issued in two major
national newspapers on the day of the policy launch

The National Human Resources and Employment Pofi&ri Lanka, including its master plan, has
taken over three years to develop — it could hakert less time and been less complex, but may
then not have done justice to the twin subjectBuwhan resources development and employment
which are critical issues in linking job aspiratowith the existing labour market. In this case, th
length of the process added value to the depthaédiith of the content, and the money invested in
the elaborate process did not in any way comprorigsémpact — namely, addressing all the
complex and intertwined issues and policy challsriggoromoting decent work for women and men
in Sri Lanka.
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Annex I: National Human Resources and Employment Po licy for Sri Lanka:
Annotated outline %2

‘Vision: “ Sri Lanka —the Wonder of Asia”, in which all persoof working age become globally
competitive and multi-skilled, and enjoy full, deteand productive employment with higher
incomes in conditions of freedom, equity, secuaitgl human dignity’.

Background: Providing the overall historical context of the Nakl Human Resources and
Employment Policy.

Obijectives of the policy:

e To promote the attainment of full, productive aneefy chosen employment for all women
and men in Sri Lanka;

e To develop a highly competent, globally competitivaulti-skilled and productive
workforce;

» To improve incomes and the quality of life of th@rking population across different
sectors and regions;

e To provide the fullest possible opportunity for lkeasorker, without discrimination, to
gualify for and to use his or her skills and end@mis in a job for which he or she is best
suited so that worker motivation and productivitg enaximized; and

» To safeguard the basic rights and interests of @rsrkn line with national labour laws and
key international labour standards.

Considerations: refers to the key policy documents, key challengsswell as those key guiding
principles in the ILO Employment Policy Conventid®64 (No. 122) of promoting full, productive,
and freely chosen employment for all, regardlessasfous attributesréce, colour, sex, religion,
political opinion, national extraction or socialgin).

Macroeconomic policy context:provides the overall macroeconomic context of ¢bantry with
reference to the relevant issues in the 10-yeaph&tDevelopment Plan.

Human resources planning, development and productity: indicates the context and key issues,
and policy measures related to human resourcesniptandevelopment and enhancing the
productivity and competitiveness of the countrye Tolicy review and proposed measures cover all
aspects of human resources development, not limdebut including vocational and technical
education and training.

School educatianacknowledging the current gaps in measures, thiEypincludes increasing
vocational educational options at the secondarglland beyond, enforcing languages, as well as
integrating professional skills development in seeondary schools.

%2 The NHREP may be found on the government web site:
http://www.nhrep.gov.lk/images/pdf/nhrep_final.dd€cessed on 7 October, 2014].
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Higher and professional educatiorenumerating the current challenges, the policgluihes
measures to enhance both quantity and quality rtifatg education, developing knowledge and
skills that meet labour market demand.

Vocational skills and employabilittacknowledging the need to enhance quantity araditguof
TVET, the government will introduce a TVET streaor school leavers at the secondary level,
introduce a system of recognizing qualificatiorssyell as enforce the private sector participation
the development of curricula in TVET.

Career guidance and counsellingoting the shortcomings of the current statusasker guidance
and counselling, the involvement of the privatet@ewill be encouraged; the network of career
guidance institutions will be strengthened, anddhgacities of those who provide counselling will
be enhanced.

Enhancing employability of the youthotes the context and key challenges, and poliasomes to
address youth employment issues, through introoliatif active labour market programmes, in
particular targeting the disadvantaged youth, pt@mnoof entrepreneurship development, and
changing attitudes of both youth and employers.

Science, technology and innovation skilisthe context of fast changing technologicalliemges,
the government will provide higher incentives toelep scientific and technological skills; and will
develop a National Technical Workforce Planning Bredelopment Strategy.

Sectoral policies presents the overall context of the country'st@at development and its
employment and skills implications, and policy meas:

» Agriculture sector

» Manufacturing sector

* Tourism sector

e ICT and BPO sectors

* Health services

e Ports and shipping sector

» Environment-friendly (green) jobs

» Infrastructure investments

» Performing arts, music and creative industries
e Other emerging spheres

Informal Sector and Small and medium-sized enterpses (SMES) provides the overall context,
key challenges facing SMEs, and policy measuregh sas creating conducive business
environment; enhancing access to credits and témtjies; enhancing entrepreneurial culture; and
enhancing protection of workers in the SMEs.

Employment opportunities for vulnerable groups, pegle with disabilities and those in
underdeveloped regions:(especially in Northern and Eastern regions regogefrom the long-
term civil war).

Foreign employment: sets out both the opportunities and challenge®mign migration for Sri

Lankans and relevant policy measures to promoterlyrthbour migration for decent work, and not
migration because of need.
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Public service employment:notes the key challenges in the existing publaase which has been
undergoing reform, and policy measures to imprtwefficiency and effectiveness.

Mainstreaming gender: provides the key challenges of persisting gendeguality in the labour
market and policy measures.

Labour market information and employment services:presents the key gaps and challenges in
the labour market information system and public leypent services, and related policy measures.
The measures intend to expand the coverage of dabatket information and strengthen public
employment service.

Social dialogue institutions and labour relations: notes key weaknesses of social dialogue
institutions and the dialogue environment, andgmespolicy measures.

Wages provides the context with a focus on minimum wéiging systems, and suggested policy
measures.

Social protection: sets out broad issues of social protection andlssafety-nets and the existing
gaps and challenges, in particular in harmonizatidnpension systems and the lack of an
unemployment insurance system, as well as poligsores.

Institutional framework: Implementation, monitoring and coordination: provides the overall
institutional framework, involving multi-stakeholdand inter-ministerial coordination.
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Annex |l:

Terms of Reference of the National Steeri ng Committee 2

3 on the

National Human Resources and Employment Policy for Sri Lanka

10.

11.

12.
13.
14.

15.

Discuss and approve the draft terms of referentkeo€ommittee.

Establish a time frame and a detailed work plardfarelopment of the National Human
Resources and Employment Policy (NHREP), and rehism if needed.

Deliberate and decide on priority or focus areasirfolusion in the NHREP using the
ILO Technical Note as a guide.

Select core themes or clusters for the establishroérthematic working groups to
develop detailed recommendations for national golic

Convene regular meetings for following up on polilgvelopment.

Circulate minutes and decisions of National Stepi@ommittee (NSC) meetings to
members on time, and ensure follow-up of the NS¢sitens.

Appoint thematic groups to represent key stakehs|derovide strategic inputs to the
work of thematic groups and facilitate and oveitbed work.

Appoint a drafting group for preparation of thefdlHREP drawing upon contributions
of various working groups.

Identify and coordinate the commissioning of reskarequests for expert inputs, and
generation of additional information as neededtfr NHREP and the ILO technical
report.

Interact with the ILO and coordinate requests fdD Isupport and inputs throughout the
policy development process, and keep ILO informédeguests to and support from
other agencies.

Ensure that the policy being developed is condistéh the overall government policy
framework.

Review and provide feedback on the draft NHREP.
Participate in a national stakeholder consultatiorihe validation of the draft policy.

Arrange for revision of the draft NHREP based oe ttonsultation and oversee its
finalization.

Outline a strategy for ensuring that the NHREPdigptied by the Sri Lanka Government
(Cabinet) and implemented.

% Members of the thematic working groups — seeigi@f the members and institutions in Annex Il.
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Annex Il - Members of the thematic working groups

Macroeconomic policies for employment generation

Name

Designation and Organisation

Mr. S. Lankathilake- (Chair!

Assistant Governor, Central Bank of Sri La

Dr. N. Ravindhira Kumara

Senior Lecturer, University of Coloml

Dr. Dushni Weerakoc

Deputy Dilector, Institute of Policy Studi

Mr. Uditha Palihakkai

President, Organisation of Professional Associs

Development of skills employability and career guid

ance

Name

Designation and Organisatiol

Prof. Dayantha Wijeseka
(Chair)

Chairman, Teiary & Vocational Education Commissit

Mr. Vajira Ellepol:

Deputy Director General, Employers Federation ofl@

Mr. Benedict Ulluwishew

Consultant, Organisation of Professional Assoaia

Mr. K. Marimuttt

Vice President, Ceylon Workers Congi

Mr. Lakshman J.K
Hettiarachchi

Consultant, Organisation of Professional Assoaia

Mr. Vajira Perer

Director (NVQ), Tertiary & Vocational Education Comssion

Ms. R.M.M. Basnayal

Director Establishment, Ministry of public Adminigtion anc

Home Affairs

Ms. Indrani Abeywickram

Deputy Director of Education, Department of Eduma

Labour market policies strategies and target groups

Name Designation and Organisation
Mr. N.G. Kularatne - | Ex-Director General, National Institute of Lab Studie:
(Chair)

Mr. E.L.K. Dissanayak

Asst. Director, Department of Manpower and Emplomt

Ms. Ayomi Fernand

Deputy Director General, Employers Federation ofl@t
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Employment services

Name

Designation and Organisation

Mr. R.B.M. Korale - (
Chair)

Consultant, ILO/ADE

Mr. Panitha Ratnaya

Asst. Director, Vocational Training Authori

Mr. E.L.K. Dissanayak

Asst. Director, Department of Manpower and Emplew

Dr. P.J. Kumarasing|

Director Career Guidance, University of Sri Jayaleaapur

Mr. Ajith Jayawarder

Career Guidance Officer, University of Colorr

Ms. Indrani Perel

Director Training, NAIT#

Mr.

Dharmawardena

J.S.N.P

Snr, Statistician, Department of Census and St

Mr. Laksara Edirisooriy

Labour Market Analyst, TVE

Foreign employment

Name Designation and Organisatiol
Ms. Padmini Ratnaya- | Addl. Secretary, Ministry of Labo
(Chair)

Mr. L.K. Ruhunug

Consultant, Ministry of Foreign Employment Proma

Mr. M. Somasundara

Ministers’ Advisor, Ministry of Foreign Enloyment Promotio

Mr. J.A.D.J. Jayala

Director, TVEC

Mr. M.Z.M. Mansoo

Secretary, Association of Foreign Employment Aget

Mr. K.O.D.D. Fernand

Additional General Manager, Sri Lanka Board of &y

Mr. Roy Jayasingt

General Manager, Sri Lankareign employment Agen:

Public sector employment

Name

Designation and Organisatiol

Dr. Lloyd Fernand«

Project Director, PII

(Chair)

Ms. M.W. Kanthi Additional Secretary, Public Service Commis:
Gunathilake

Mr. Dhammika Advisor to tte Presidel

Amarasinghe

Mr. W.H. Piyadas

President, Public Service Trade Union Federe
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Mr. Upasena Senanay:

Consultant, National Salaries and Carder Commis

Ms. H. Gunawathi

Senior Asst. Secretary, Ministry of Public Admingtor

Mr. G.K.D. Amarawarene

Secretary, Ministry of Public Sector Refol

Mr. K.D.S. Ruwanchand

Additional Secretary, Ministry of Public Sector Rehs

Mr. Dinesh Sattrurasing

Deputy Director, Industrial Technology Instit

Mr. B. Wijayaratn

Director, SLIDA

Mr. W.M.P.G.

Wickramasinghe

Director, Public Service Training Institi

Labour market institutions and labour relations

Name

Designation and Organisation

Mr. R.P. Wimalasen- (Chair

Senior Labour Advisor, Ministry of Labg

Mr. Dittha de Alwis

Deputy DirectoiGeneral, EF

Mr. T.M.R. Raseedi

General Secretary, NATUF

Ms. D.V.S. Dayawan:

Director, Central Bank of Sri Lan

Mr. W.A.F. Jayasil

Director, Board of Investme

Mr. Ravi Perie

Director General, EF

Mr. K. Marimuttt

Vice President, Ceylon Worke Congres

Mr. A. Wimalaweer

Senior Asst. Secretary, Ministry of Lab

Mr. P.S. Pathiratr

Commissioner, Department of Lab

Ms. Pearl Weerasing

Commissioner General of Lab¢

Mr. Upali Wijayaweer

Secretary, Ministry of Labo

Sectoral policies for employment creation

Name

Designation and Organisation

Prof. Sudatta Ransing(Chair’

Professor of Management, OU

Ms. Lathisha P. Liyana

Senior Asst. Secretary, Ministry of Agricult

Ms. Sarojini Dia

Director, National Institute of Educon

Dr. Nimal Gunatillak:

Advisor, Ministry of Higher Educatic

Ms. Mangalika Adikal

Director, Ministry of Traditional Industries and &

Mr. Kanishka Weerasing

Deputy Director General, EF
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SMES and the informal Sector

Name

Designation and Organisation

Prof. Sunil Chandras—
(Chair)

Dean, Faculty of Graduate studies, University ofoBibc

Ms. R. Jayatillek

Director, Industrial Technology Institt

Mr. P.M. Karunaratr

Deputy Director, Ministry of Industrial and Comme

Mr. W.C. Dheeraselra

Consultant, national Enterprise Development Age

Human resources planning, development, managementa  nd productivity

Name

Designation and Organisation

Mr. Ariyaratne Hewagr-
(Chair)

Chairman, Finance Commiss

Dr. Nisha Arunatilak

Fellow, Ingitute of Policy Studie

Mr. R.G. Pandithakorala

Representative of EF

Dr. Nimal Gunatillak:

Advisor, Ministry of Higher Educatic

Mr. E.L.K. Dissanayak

Asst. Director, Department of Manpower and Emplot

42




Drafting Committee Members

1. Prof. W.D. Lakshman — Overall 16. Mr. Ariyarathna Hewage
editor 17. Mr. R.P. Wimalasena

2. Prof. Dayantha Wijayesekera 18. Mr. Raja Korale

3. Prof. Sunil Chandrasiri 19. Mr. D.L. Kumaradasa

4. Prof. Sudatta Ranasinghe 20. Mrs. Padmini Rathnayaka

5. Prof. Sirimali Fernando 21. Mr. T.M.R. Raseedin

6. Prof. Sirimal Abeyratne 22. Mr. Upali Athukorala

7. Prof. Indralal de Silva 23. Mr. N.G. Kularatne

8. Prof. T. Velnampy 24. Mr. K.0.D.D. Fernando

9. Dr. Lloyd Fernando 25. Mr. S. Lankatilake

10. Dr. Ramani Gunathilake 26. Mr. Danura Miriyagalla

11. Dr. Ravindhira Kumaran 27. Mr. Uditha Palihakkara

12. Dr. Sarath Samarage 28. Mr. Fayas Hudah

13. Dr. N. Yogaratnam 29. Mr. Jayantha Jayaratne

14. Mr. Ravi Pieris 30. Ms. Shyama Salgado

15. Mr. Mahinda Madihahewa
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Employment and Labour Market Policies Branch

For more information visit our site:
http://www.ilo.org/emppolicy/lang--en/index.htm

International Labour Office
4, route des Morillons
CH-1211 Geneva 22

Email: emp cepol@ilo.org
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