
MONOPOLY BY NIPPON GIANT NTT 
 
Focus was drawn upon an interview given by the Deputy Secretary to the Treasury and Chairman, Public 
Enterprises Reform Commission (PERC), Dr. P.B. Jayasundera to the October 1997 issue of "Business 
Today". Dr. Jayasundera had been interviewed by Lucien Rajakarunanayake, described as a leading 
journalist and political commentator. Dr. Jayasundera is well known to be one of the economic think tanks 
of the PA government, responsible, inter-alia, for directly assisting in the formulation of the budget. 
 
Analysing some of the key issues that Dr. Jayasundera had dealt with and opined on, and in some instances 
giving the lie to the factualities of some of the statements made, left it to the intelligent public of this country 
to draw their own conclusions from such analytical exposure so published. 
 
 PUBLIC SERVICE BREACHED 
 
It is very reliably understood, that both in political and traditional bureaucratic circles, eyebrows have been 
raised in astonishment, as to how Dr. Jayasundera, a public servant, had ventured out into the realms of 
political rhetoric, using such public office, to propound a biased political brief for the government, whilst 
improperly critisising the previous government, that too, holding out factually incorrect positions, that 
would mislead the public. 
 
Ofcourse, according to established public service norms and standards, Dr. Jayasundera could not have 
given such an interview, without the official sanction and approval of his immediate superior, Secretary, 
Ministry of Finance & Planning and Secretary to the Treasury, B.C. Perera and/or the Minister of Finance & 
Planning, in this instance President Chandrika Bandaranaike Kumaratunge. 
 
Quite significantly, such an interview had been clearly arranged for and given in the background of 
legitimate and valid criticisms in the media and at other forums, of some of the major privatisations and 
other transactions, that had been carried out by this government. Nevertheless, such interview has haplessly 
failed to specifically deal with the very material issues, that had been so exposed by the media, thereby 
giving the impression, that such interview had been arranged for and given to "damage control" and 
camouflage such adverse exposures, that otherwise could not be defended. Nevertheless, such very 
endeavour seems to have been disastrous, throwing wide open the issues of credibility, intellectual honesty 
and sincerity of purpose. 
 
 CORRUPTION & DOOM 
 
The Deputy Minister of Finance, G.L. Peiris presented the 4th budget of the PA  government in Parliament 
on 5th November 1997. The former Finance Minister Ronnie de Mel, economic parameters in whose period, 
Dr. Jayasundera in his interview had chosen to adversely opine on, was reported in The Island of 6th 
November 1997 to have stated ominously, that `this budget was the beginning of the end of the PA 
government.' What was even more significant, was the pithy statement issued by the Leader of the 
Opposition, Ranil Wickremasinghe, also as reported in The Island of 6th November 1997 that "It's a rotten 
budget by a corrupt government". 
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Ironically, the roles seem to have now diametrically reversed. It was the PA, particularly, President 
Kumaratunge, who spearheaded loud rhetoric cries of corruption during the former UNP regime, as a 
pivotal cornerstone of the PA election campaign. Just 3-years later, the leader of the UNP, Ranil 
Wickremasinghe, himself, courageously and fearlessly decries the PA government as a corrupt government, 
upholding and underscoring his new policy, of a new vision and a new deal for the country. 
 
Ofcourse,  there was nary  a word on corruption from the Deputy Minister of Finance, G.L. Peiris during the 
former UNP regime, under which regime, he held several political offices and articulated and wrote on 
several public issues. Nevertheless, Minister G.L. Peiris, who however, adapted himself and arduously 
subscribed to the high profile policies on corruption propounded by the PA government criticising the 
former UNP regime, on the contrary has been silently indifferent to several scandalous exposures in the 
media, on privatisations and other transactions carried out by the PA government. These transactions 
questionably have been carried out devoid of transparency and thereby causing colossal losses to the state, 
defined as corruption by the very piece of legislation, Minister, G.L. Peiris, himself, introduced in 
Parliament in October 1994, articulatively decrying corruption. 
 
 BANKRUPTCY OF STRATEGY ? 
 
The Budget, amongst several other things, has held out the establishment of 50 new export garment 
industries, presumably to be achieved during the year 1998. Without any innovative thinking and alternative 
strategies the government has endeavoured to merely ape the strategies of the former regime. Ofcourse one 
wonders, whether such proposal for 50 export garment industries would suffer the same fate as the 90 casino 
licenses that were announced in the last budget, in fact even taking credit of computed annual revenue ? 
 
For the creation of 50 new export garment industries, as a pre-requisite, should not the issue, as to where the 
export markets are, have been identified in the first instance, particularly given the export quota constraints 
pertaining to the country ? On the contrary, should not the material issue, as to how many export garment 
industries had gone financially bust and have been grounded with considerable defaults to the banks, due to 
the over expansion in the sector, have been realistically assessed as a cogent factor and reckoned, by those 
who propounded such proposal for 50 new export garment factories, inasmuch as they computed revenue on 
90 new casino licenses last year, devoid of reality ? 
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 TELECOM STRATEGIC PARTNER 
 
The focus is now drawn upon one of the major privatisations that has been embarked upon by the 
government that is the privatisation of Sri Lanka Telecom, which is a public utility in communications, 
vitally important for the facilitation of development and growth of this country. 
 
The strategic partner selected in the process of privatisation of Sri Lanka Telecom is Nippon Telegraph and 
Telephone Corporation (NTT), of Japan, which had been established in 1952 to take over from the state, the 
responsibility of domestic telecommunication services for the economic resurgence of Japan. NTT initially a 
government owned corporation, had been subsequently privatised, with the introduction of the 
Telecommunications Business Law in 1985. 
 
Whilst, NTT was the monopolistic domestic telecommunication carrier in Japan, Kokusai Denshin Denwa 
(KDD) was the international communications carrier. Since then Japan's telecommunication industry has 
grown in leaps and bounds with the entry of several other private sector giants into this developing and 
growing sector, competing both with NTT and KDD. It is reliably understood that neither NTT, nor KDD 
have any foreign shareholdings, through their competitors have. 
 
The privatisation of telecommunications, which directly affects the public of this country, as a vitally 
important public utility, and furthermore, being one of the major privatisations, ought to have been carried 
out with a far more greater degree of public disclosure and discourse.  
 
 PUBLIC DISCLOSURE/HIDDEN AGENDA ?  
 
Nevertheless, contrary to high profile policies on transparency, avidly propounded and articulated, such an 
important privatisation transaction had been carried out, closeted away from public glare and discourse, a 
strategy questionably pursued by those responsible for handling such privatisation for reasons best known to 
them, and thereby greater would be the onus and responsibility and public accountability on those, who 
handled such privatisation.  
 
In such circumstances, such persons could not be heard to say, that they were ignorant, as to whether the 
regulatory framework ought to have come first or whether the privatisation transaction ought to have been 
executed first. 
 
Legal and regulatory framework to facilitate privatisation and competition in the telecommunication sector, 
should be structured and designed to develop the telecommunications industry and enhance its productivity 
and efficiency to provide the public, a range of alternative requisite services, at the lowest possible prices. 
 
As in the case of the Colombo Gas privatisation, where a carte blanche approval for an annual fixed price 
increase was given, devoid of any logical rationality for determination and justification of such price 
increase, thereby causing unfair burden on the consumer public, who were called upon to pay for such folly, 
cannot be shirked off, by those handling the privatisations, without any responsibility or public 
accountability thereon. This would be particularly moreso, such privatisation transactions, having carried 
out closeted away from the public glare and discourse, contrary not only to the policies on transparency, but 
also to practices adopted in other countries in carrying out privatisations, particularly of public utilities. 
 
Public disclosure and discourse would certainly have prevented such pitfalls. After all if a privatisation 
transaction is beneficial to the country, why should such transaction be kept away from public scrutiny, 
unless there is some hidden agenda ? Is it not public property that is being privatised and not that of those 
handling such privatisations, with resultant consequences of debacles and colossal losses to the state, that is 
the public of this country, and ironically, whose property had been so dealt with, like in the cases of the 
privatisations of the plantation companies and Orient Lanka. 
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 NIPPON TELEPHONE DEAL 
 
Such costly learning process so far, obviously has had no bearing, since the privatisation of Sri Lanka 
Telecom was also so similarly carried out, closeted away from the public glare and discourse. The 
Shareholders Agreement between the Secretary to the Treasury, Nippon Telegraph and Telephone 
Corporation [NTT] and Sri Lanka Telecom and the Management Agreement between Sri Lanka Telecom 
and NTT ought to have been subject to public disclosure, discourse and scrutiny, particularly moreso in the 
public interest. Why was it not done ? 
 
According to information available, NTT was reported to have acquired 35% shareholding of Sri Lanka 
Telecom for US $ 225 million, which at that time amounted to about SL Rs. 13,200 million. In addition to 
such acquisition of 35% equity stake in Sri Lanka Telecom, NTT is reported to have been given a 
Management Contract, whereby NTT was also entitled to fees of 1.2% of the total revenue of Sri Lanka 
Telecom and 0.5% of EBITDA. In addition to such fee, NTT was entitled to the reimbursement of costs at 
prevalent international rates, of five key personnel, it was obliged to provide to manage Sri Lanka Telecom. 
 
Whilst one of such personnel was to be the Chief Executive Officer (CEO) responsible to the Board of 
Directors of Sri Lanka Telecom, other Directors were for functional responsibilities of corporate strategy, 
technology/operations, marketing, and a Chief Financial Officer. The Board of Directors of Sri Lanka 
Telecom were to have 6 Government Directors and 4 Directors from NTT. However all Government  
Directors were  reported to have been designated as non-executive. Why ?  
 
Therefore, practically and essentially, for all purposes, the decision making and executionary functions in 
running of Sri Lanka Telecom is now in the hands of the 35% Shareholder, NTT.  Ofcourse the Government 
through 6 Directors on a Board of 10 Directors would meet at least once in 2 months. Business circles are 
well aware, as to how effective government representations on Board of Directors of public companies have 
been the Hilton dispute, also with Japanese companies, was notwithstanding 6 Government Directors, senior 
public officials, on the Board of Directors, resulting in a Supreme Court indictment that the Government 
Directors had been indifferent and had failed and neglected to act. Would there not be a lesson to be learnt ? 
 
 PROTECTIONS & SAFEGUARDS ? 
 
Inasmuch as it is no doubt desirable, that the strategic investor NTT, with an abundance of experience and 
competence in the telecommunications industry, ought to carry out the management of Sri Lanka Telecom, 
nevertheless, equally there ought to be adequate and effective checks and balances and safeguards, to protect 
the interests of the 65% shareholder, which is the government, representing the public of this country, in this 
vitally important public utility; and also safeguards to protect the interests of the consumer public. 
 
A very relevant and cogent issue in such context, would be the future procurement of technology and capital 
equipment for the growth and development of Sri Lanka Telecom and the justification of their source, costs 
and terms of such procurements. The reality in business is that there is no free lunch and private sector is at 
the table to exploit all opportunities for profit. That must be clearly understood. Consequently, as an 
incidence thereof would be the costs of services provided to the consumer public and the prices charged 
from them. What are the safeguards to protect such consumer interests ? 
 
Whereas, being a public utility, the government's responsibility and commitment no doubt would be 
different; in that, the government would have to ensure, that by such public utility  requisite services are 
provided, as required by the public, on a reliable basis, at justifiable and acceptable price levels. This, in 
essence, is the crux of the privatisation of a public utility.  
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In the absence of competition and in a monopolistic situation, such issues of consumer public 
responsibilities would be of a far greater importance. In such circumstances of absence of competition, to 
afford the consumer public an alternative variety of selections, to secure desired levels of quality, reliability 
and price, such standards would necessarily have to be achieved through legal structures and regulatory 
frame works, effectively enforced. 
 
 MONOPOLISTIC VALUATION? 
 
In such context it is relevant and pertinent to note the Non-Competition Clause, in the Shareholders 
Agreement, between the Secretary to the Treasury, NTT and Sri Lanka Telecom "Clause 26: Non-
Competition: The Investor nor any of it Group Companies shall not compete with the Protected Business of 
SLT such as basic fixed wire line telephony, basic WLL telephony, public telegraph, telex, data transaction, 
maritime mobile, facsimile, international television, IDS, INMARSAT, etc." 
 
Such services clearly and essentially would therefore be monopolistic services of Sri Lanka Telecom. In the 
absence of competition, the consumer public world be beholden to and compelled to pay prices demanded 
as in the case of Colombo Gas. What protection and safeguards have been built in ? Are not the public 
entitled to know? 
 
A 35% equity stake of Sri Lanka Telecom has been reported to have been sold to NTT for US $ 225 million 
SL Rs. 13,200 million, which makes the valuation of the 100% shareholding of Sri Lanka Telecom to have 
been reckoned acceptable at US $ 642.8 million SL Rs. 37,735 million. How had the total valuation of Sri 
Lanka Telecom been computed and imputed at Rs. 37,735 million to have sold 35% at Rs. 13,200 million? 
Ought not the public know this, since it is a public asset that had been so disposed of? 
 
Are there not internationally established practices, norms and standards to reckon the valuation of a 
telecommunication service? If so, ought not such a valuation have been computed and imputed and made 
known to the public, whose asset it was, that was so disposed of? In this instance, devoid of competition, Sri 
Lanka Telecom has protected monopolistic services, which would enhance such valuation. 
 
Once again, most importantly, why was such 35% equity shareholding of Sri Lanka Telecom on offer, not 
put up for open competitive bidding on the established trading floor of the Colombo Stock Exchange, in this 
era of a free and open economy with a commitment to develop the Stock Exchange, and with professed high 
profile policies propounded on transparency? Why? 
 
 

-  Published in The Sunday Leader on 9.11.1997 by Nihal Sri Ameresekere under the pseudonym ‘Bismark’ 
 
 
 


