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PROTECTED LINES FOR SL TELECOM 
 
In dealing with the cogent issues pertaining to the privatisation of Sri Lanka Telecom, The 
Sunday Leader last week, referred to the Seminar that was organised by the Law & Society 
Trust, a live wire behind which, is Dr. Neelan Tiruchelvam. At this Seminar held on December 
5, 1997 at the Taj Samudra Hotel on the subject of- Financing of Telecom Infrastructure: 
Policy, Process and Regulation, the Keynote Address was delivered by the Minister of Media, 
Posts and Telecommunications, Mangala Samaraweera, himself. 
 
The Daily News of December 9, 1997 published the text of Minister Mangala Samaraweera's 
Keynote Address at this Seminar. Minister Mangala Samaraweera is reported to have, inter-alia, 
stated - "Government has established the Telecommunications Regulatory Commission in 
February 1997, which is now engaged in the task of recruiting required professionals. The 
Commission, I understand is at the moment grappling with the problems of interconnection 
between S.L.T. Ltd. and WLL operators. The Commission is also engaged with assessing the 
tariff revision proposals submitted to it by the S.L.T. Ltd. It is envisaged that the tariff revision 
is aimed at rebalancing the tariff to ultimately achieve cost based tariffs. Tariff rebalancing will 
ultimately remove cross subsidies among various operations"  
 
 REGULATOR STILL BEING STAFFED ! 
 
The conclusion of the privatisation deal of Sri Lanka Telecom, where 35% shareholdings of Sri 
Lanka Telecom was disposed of to Nippon Telegraph & Telephone Corporation of Japan was 
heralded by the government with much fanfare around July 1997. Telecommunications 
Minister Mangala Samaraweera in his Keynote Address at the telecommunications Seminar  on 
December 5, 1997 is reported to have stated that the Telecommunications Regulatory 
Commission had been established previously in February 1997 and that the 
Telecommunications Regulatory Commission is now engaged in the task of recruiting required 
professionals. 
 
In such given circumstances, the cogent question, that necessarily surfaces is, as to how the 
government, in concluding the privatisation deal on Sri Lanka Telecom with Nippon Telegraph 
& Telephone Corporation had acquiesced to and agreed, that the minimum annual 
telecommunications tariffs increases for the years 1998, 1999, 2000, 2001 and 2002, shall be 
not be less than 25%, 25%, 20%, 15% and 15%, respectively? - it is not disclosed, as to 
whether such increases are to be on a compounding or cascading basis or otherwise.  
 
In a proper and transparent process of privatisation, ought not such minimum annual tariffs 
increases have been subjected to justification in relation to projected operational costs, 
including a reasonable return on the capital investment? Ought not a review, examination and 
scrutiny of such justifications and the approval of such desired minimum annual tariff increases 
have been carried out by the Telecommunications Regulatory Commission, as normally and 
ordinarily ought to have been so done? If not, what was the purpose of having established such 
Telecommunications Regulatory Commission previously in February, 1997?  
 
Nevertheless, on the contrary, Minister Mangala Samaraweera, the Minister of 
Telecommunications, himself is reported to have stated, that the Telecommunications 
Regulatory Commission that had been established in February 1997 is now engaged in the task 
of recruiting required professionals. In such given circumstances, as to how such minimum 
annual telecommunications tariff increases were acquiesced to and agreed upon by the 
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government, in the Sri Lanka Telecom privatisation deal, is a very cogent and pertinent 
question, that comes into focus, particularly moreso, since such minimum annual 
telecommunications tariffs increases, that had been committed to and agreed upon by 
government, directly and greatly affect the consumer public of this country.    
 
 RETURN ON INVESTMENT & PAY-BACK PERIOD? 
 
By assuring and guaranteeing such minimum annual telecommunications tariff increases over 
the next five years, what is the return on the capital investment and the pay-back period, that as 
a consequence, had been so assured and guaranteed to Nippon Telegraph & Telephone 
Corporation by the government, in the Sri Lanka Telecom privatisation deal? Had such impact 
on the enhancement of return on the capital investment and the shortening of the pay-back 
period been examined by the Public Enterprise Reform Commission [PERC] ? If so, what is the 
return on the capital investment and the pay-back period so assured and guaranteed by the 
government to Nippon Telegraph & Telephone Corporation in the Sri Lanka Telecom 
privatisation deal, by guaranteeing minimum annual telecommunications tariff increases over 
the next 5 years, including a monopolistic status?  
 
Ought not such return on capital investment and the pay-back period, on which the minimum 
annual telecommunications tariff increases have a direct bearing, have been transparently 
disclosed in the public interest, for the public of this country to know, what the bottom line of 
this privatisation deal was to be, particularly moreso, since it is a public utility, that is crucially 
important for the development and growth of this country, that was being so privatised? In such 
context, on the contrary should the negotiations of such privatisation deal of Sri Lanka Telecom 
been closeted away from the public glare and view, devoid of public discourse and discussion? 
Ironically we are supposedly in a proclaimed era of high profile transparency and public 
accountability! 
 
 INCREASES NOT APPROVED BY REGULATOR 
 
Interestingly and no doubt quite amusingly, Minister Mangala Samaraweera in his reported 
Keynote Address, has gone on to state, that the Telecommunications Regulatory Commission is 
also engaged with assessing the tariff revision proposals submitted to it by Sri Lanka Telecom. 
Are these in fact "proposals" in that sense of the word or do they really not constitute of 
minimum telecommunications tariff increases, that the government had acquiesced to and 
agreed upon with Nippon Telegraph & Telephone Corporation in the Sri Lanka Telecom 
privatisation deal, without the prior sanction of the Telecommunications Regulatory  
Commission, that had been set up by the government, itself, previously ? 
 
Is this not in clear and categorical terms, an admission by the Minister of Telecommunications, 
himself, that the minimum annual telecommunications tariff increases acquiesced to and agreed 
upon in the Sri Lanka Telecom privatisation deal with Nippon Telegraph & Telephone 
Corporation by the government, had not been examined and approved by the 
Telecommunications Regulatory Commission that had been established, according to Minister 
Mangala Samaraweera, previously in February 1997, i.e. prior to the conclusion of such Sri 
Lanka Telecom privatisation deal ? In such circumstances, ought not such minimum annual 
telecommunications tariff increases acquiesced to and agreed upon in the privatisation deal of 
Sri Lanka Telecom have been examined and approved by the Telecommunications Regulatory 
Commission, which had been established previously in February 1997, before the government 
made such acquiescence and agreement with Nippon Telegraph & Telephone Corporation ? 
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Nevertheless, regardlessly minimum annual telecommunications tariff increases are reported to 
have been already acquiesced to and agreed upon by the government in the Sri Lanka Telecom 
privatisation deal with Nippon Telegraph & Telephone Corporation. Therefore, would or could 
such agreement be reneged upon, if in the independent and autonomous assessment of the 
Telecommunications Regulatory Commission, such minimum annual telecommunications 
tariffs increases, that have been so acquiesced to and agreed upon are deemed to be not 
justifiable ? Who takes responsibility for this and where would be the much professed public 
accountability ? It is the public of this country, who would be called upon to pay.  
 

PRIVATE NEGOTIATION & FAIR COMPETITION ? 
 
The core issue and the bottom line is, what is the return on the capital investment, that had been 
so assured and agreed upon by the government in the Sri Lanka Telecom privatisation deal with 
Nippon Telegraph & Telephone Corporation, for the government to have agreed to such 
minimum annual telecommunications tariff increases over the next 5 years ? Ought not the 
public of this country be entitled to know this as a right ? Furthermore, if the privatisation 
process had been carried out transparently, as so professed and proclaimed, ought not such 
material factors of the such privatisation deal, have been publicly disclosed to justify the 
reasonableness of such deal, prior to the conclusion of such privatisation deal by PERC ? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Minister Mangala Samaraweera in his Keynote Address at the same Seminar is also reported to 
have stated - "With large number of players in the market, the regulator must ensure fair 
competition among the participants". The Sunday Leader could not, but agree more with 
Minister Mangala Samaraweera on such profound statement. On the other hand, what had been 
the practice adopted in carrying out the privatisation deal of Sri Lanka Telecom by PERC ? 
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Could one honestly state, that fair competition had been ensured and the widest spectrum of 
prospective and/or potential parties had been encouraged to bid for Sri Lanka Telecom ? If so, 
ought not such material minimum annual telecommunications tariff increases, that the 
government was so willing to agree to, to ensure and/or guarantee an undisclosed return on 
capital investment, have been well publicised previously, to have ensured fair competition by 
encouraging the widest possible spectrum of potential parties to bid for the privatisation of Sri 
Lanka Telecom, so as to get the best possible deal for the country ? Why was this not done by 
PERC ? 
 
Had such very material concessions, that directly have a considerable impact on the 
profitability of Sri Lanka Telecom, that have been acquiesced to and agreed upon by private 
treaty with one selected party, been well publicised and made known previously, would not 
then, a much wider spectrum of other potential parties have also been attracted to bid on such 
privatisation deal of Sri Lanka Telecom and would it then not have ensured fair competition, 
that Minister Mangala Samaraweera has so advocated ? On the other hand, how could such 
material concessions have been conceded to one selected party on private negotiations ? Would 
this be procedurally proper, equitable, just and fair competition on a level playing field ? 
 
Whilst Minister Mangala Samaraweera is reported to have stated that the regulator must ensure 
fair competition, in the agreement on the Sri Lanka Telecom privatisation deal with Nippon 
Telegraph & Telephone Corporation, the government is reported to have committed and agreed 
to a monopolistic status on international services for Sri Lanka Telecom for 5 years and that 
thereafter, no issue of international licences, which results in unfair discrimination to Sri Lanka 
Telecom would be issued, whatever such unfair discrimination means. In addition, Clause 26 of 
the shareholders agreement between the Secretary to the Treasury, Nippon Telegraph & 
Telephone Corporation and Sri Lanka Telecom specifies protected lines of business of Sri 
Lanka Telecom. Monopolistic fair competition appears to be a hitherto unknown new fangled 
economic phenomenon of this government !  
 
 RAILWAY LOCOMOTIVE TENDER 
 
The Sunday Leader last week also dealt with the controversy relating to the railway locomotive 
procurement tender of the Sri Lanka Government Railways. The cogent issue that came into 
focus, is as to whether, the regulatory framework and procedure that governs the functioning of 
Technical Evaluation Committees and Cabinet Appointed Tender Boards, permit the 
participation therein by a Minister, directing and/or influencing the decision making process of 
such Technical Evaluation Committees and/or Cabinet Appointed Tender Boards ? Did the 
Special Presidential Commission of Inquiry, appointed by President Kumaratunga, fault the late 
Minister Chandra Bandara on such similar alleged conduct ? 
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This no doubt, is an issue of paramount importance, as to whether a Minister, who is a 
politician, has a role to play in the deliberations of Technical Evaluation Committees and/or 
Cabinet Appointed Tender Boards, directing and/or influencing the decision making process of 
such Technical Evaluation Committees and/or Cabinet Appointed Tender Boards, for whatever 
reason ? What would be the repercussions of such practice, if it were to spread to all ministers 
and also percolate down to provincial councils and other local government institutions ? 
 
 
 
The Cabinet of Ministers, would no doubt have a right to accept or reject the deliberations and 
recommendations of a Cabinet Appointed Tender Board, assisted by a Technical Evaluation 
Committee - that too only for good reason in the interests of this country, that the Cabinet of 
Ministers are committed to uphold. 
 
 QUESTIONABLE SPECIFICATION ? 
 
In the instant case of the locomotive procurement tender of the Sri Lanka Government 
Railways, three parties, General Motors, Canada, Samsung, South Korea and GEC Alsthom, 
France had been reported to have been evaluated and considered by the Technical Evaluation 
Committee and the Cabinet Appointed Tender Board. It stands to basic logic and common 
sense, that had any one of these parties offered locomotives, that were blatantly unacceptable or 
technically unsuited, then most certainly, the Technical Evaluation Committee and the Cabinet 
Appointed Tender Board would no doubt have, not even entertained such offers, for such offers 
to have been evaluated and considered, and in this instance even recommended. 
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On the contrary, it is reported, that all technical specifications and configurations of what were 
required had been met by these three offerers, General Motors, Canada, Samsung, South Korea 
and GEC Alsthom, France. The only discrepancy reported was that the distance between the 
locomotive wheel sets, referred to as the Bogey Wheel Base, offered by General Motors, 
Canada and Samsung, South Korea had been 10' 9½" in conformity with what they normally 
manufacture, whilst the tender stipulation had been 10' 6", which stipulation is what GEC 
Alsthom, France has offered in conformity with - would this be the stipulation that GEC 
Alsthom, France normally manufacture such class of locomotives to ? A question that comes 
into focus is, as to whether such finite and minutely exact specification was warranted and 
justified ? 
 
The Bogey Wheel Base, that is the distance between the wheel sets on a locomotive, is defined 
in relation to the curvature of the rail track on which such locomotives are expected to operate 
and the speed at which such locomotives are expected to operate. Surely, it is common 
knowledge that Sri Lanka Government Railways do not operate trains at speeds of 120 to 150 
miles per hour, as in the developed countries ! 
 
Given the reality of the Sri Lanka Government Railways ground speed ranges, within which 
locomotives are expected to operate at and given the curvatures of the rail tracks that such 
locomotives are expected to operate on, could one really believe and accept, that the distance 
between the locomotive wheel sets, referred to as the Bogey Wheel Base, would be so minutely, 
finitely and exactly specified and defined to be 10' 6" only, and no more and no less, to be 
operated within safety norms, on the given rail track curvatures at given train speeds ? 
 
 COUNTRY'S INTERESTS? 
 
On the contrary, given such rail track curvatures and given such expected train speeds, would 
not the specified distance between the locomotive wheel sets i.e Bogey Wheel Base, be defined 
to be within a given range of say 6" to 12" ? Would not such required specification range have 
been easily available and ascertainable from experts designing railway locomotives? - a well 
established industry internationally! The cogent question that comes into focus, which 
necessarily has to be adressed is, whether the definition of such minutely exact specification of 
the distance between the locomotive wheel sets of 10' 6", no more, no less, is justified without 
any question, in accordance with known international norms and standards, given the curvature 
of the rail tracks and the speeds, at which these locomotives are expected to operate? 
 
Ought not such practical, pragmatic and rational approach been given due weightage and 
consideration, particularly moreso, in the context of the recommendation made by the Cabinet 
Appointed Tender Board, headed by one of the most experienced and senior public servants, 
Mr. B.C. Perera, who had reiterated, that such right recommendation had been made for good 
reasons; thereby fearlessly and courageously defying political influences and pressures and 
upholding the independence of the civil service that he hails from.  
 
Furthermore, ought not the distance between the locomotive wheel sets i.e. the Bogey Wheel 
Base of the locomotives, that Sri Lanka Government Railways have been operating and are 
presently operating on the given rail tracks have been ascertained in the first instance? Are they 
all and each and everyone of them having the minutely exact finite specification of a Bogey 
Wheel Base of 10' 6" ? If not, would not the recommendation made by Cabinet Appointed 
Tender Board be justified, moreso particularly in the context of a very much more cheaper cost, 
cheaper by as much as Rs. 359,290,210/- and that too, for an internationally well reputed brand 
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of locomotives, that are already operating for generations in this country and are deemed by the 
Sri Lanka Government Railways engineers and technical experts to have been the best 
performers in this tropical country. 
 
As a country, are we to troubleshoot large public procurements in the interest of the foreign 
suppliers or on the other hand, are we to troubleshoot such procurements optimising and 
maximising the country's interests and more importantly in the context of scarce resources, 
economising on such tremendous costs, which ultimately would have a definite direct impact 
and bearing on the train fares charged from the poor commuter public, who are those not from 
the economically affluent sectors of society, who invariably travel in limousines and airplanes 
and hence would be immune to such public utility price sensivities of the general public; whilst 
ironically, such procurement of tenders, compromising such public interests are pushed and 
peddled, by those from the economically affluent sectors of society, who travel in limousines 
and airplanes, to benefit from such tenders, whilst the poor public of this country would be 
called upon to pay for it from the national wealth ! 
 
Selling family silver is one thing, allowing the plunder of the bank is another! 
 
 
-  Published in The Sunday Leader on 14.12.1997 by Nihal Sri Ameresekere under the pseudonym ‘Bismark’ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


