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Glossary of evaluation related terms
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Term Definition

Baseline The situation, prior to an intervention, againstichhprogress
can be assessed.

Effect Intended or unintended change due directlyindirectly to an
intervention.

Effectiveness The extent to which the developmdigatives of an interventio
were or are expected to be achieved.

Efficiency A measure of how economically inputs (through aiéis) are
converted into outputs.

Impact Positive and negative, intended and nomdaed, directly an
indirectly, long term effects produced by a develept
intervention.

Indicator Quantitative or qualitative factors tipabvide a means to meast

the changes caused by an intervention.

ure

Intervention

An external action to assist a natiogffort to achieve specifi
development goals.

O

Lessons learned

Generalizations based on evaluatiperiences that abstract frg
specific to broader circumstances.

Log frame (logical

Management tool used to guide the planning, impigai®n and

—

t

framework evaluation of an intervention. System based on MB@nagemer

approach) by objectives) also called RBM (results based mansmt)
principles.

Outcomes The achieved or likely effects of an wdation’s outputs.

Outputs The products in terms of physical and huoapacities that resy
from an intervention.

Relevance The extent to which the objectives ahgarvention are consiste
with the requirements of the end-users, governnagit donor’s
policies.

Risks Factors, normally outside the scope of aerwention, which ma

affect the achievement of an intervention’s objexgi

Sustainability

The continuation of benefits from amervention, after th
development assistance has been completed.

Target groups

The specific individuals or organaa for whose benefit g
intervention is undertaken.

Vil



Executive summary

This impact evaluation was jointly funded by UNIDEDd the Norwegian Agency for
Development Cooperation (NORAD) and conducted i892By the UNIDO Evaluation
Group in close cooperation with the UNIDO “Tradep@eity Building” branch and the
Institute for Policy Studies (IPS) of Sri Lanka. eTtindings and recommendations
contributed to a major thematic evaluation of UNIRQivities in the area of Standards,
Metrology, Testing and Quality (SMTQ) that was coaigd in parallel.

The evaluation covers six SMTQ projects carried mutUNIDO in Sri Lanka between
1999 and 2007. The largest two of these projecte fimanced by NORAD with a
financial support of about 2 million USD. UNIDO mitbed complementary funds from
other sources.

The evaluated projects produced significant outBetven laboratories at three national
institutes were upgraded through the delivery afigment, training and the facilitation

of international accreditation. One of the labora® specializes in the delivery of

internationally accredited calibration, a servibattdid not exist in Sri Lanka before the
UNIDO intervention.

The expected outcome at laboratory level has beleiev'ed. The number of clients of the
laboratories increased between 27 per cent anghéi8lent and the revenue generated by
testing and calibration services between 47 peramah 264 per cent (2002 to 2008). One
of the institutes introduced innovative laboratorgnagement and incentive schemes and
other organization wide measures. Due to the jeffdarts of UNIDO and the partner
institutes, the outcomes at laboratory level astagnable.

The expected outcome at user level has also bekrevad, although with some
reservations. Evaluation surveys among companies) fthree major export sectors
(garment, tea and fisheries) indicate that thesusklaboratory services are satisfied with
the technical quality of these services. Howeveanynof them prefer using private
laboratories because of shorter turn around tindebaitter service culture.

The UNIDO interventions produced positive spillavar at least four different areas. The
market for laboratory services has become more ettiye with positive effects on

prices and quality. One of the institutes was dbl@ackle unexpected challenges by
developing highly relevant new food tests (for uhatized colors in spices and for
melamine in milk powder). Significant knowledgeWil® occurred from the institutes to
other parts of the National Quality System and &lsseven countries outside Sri Lanka.
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This dimension of increased South-South knowletlyesf and cooperation has been one
of the most salient achievements of the projectieurvaluation.

During the period under consideration, Sri Lankanagged to increase exports from all
three sectors analyzed under this evaluation. Tiiproved export performance
originates of course from a whole range of causekiding the efforts of private and
public stakeholders as well as external factordrag international market trends; Sri
Lanka’'s accession to a preferential trade regimih Wie EU (GSP+); the tsunami in
2004; the end of the Multi Fiber Agreement and gomiadustrial promotion programme
in the garment sector. Due to this multiplicityoafuses the improved export performance
cannot be attributed as an impact to the UNIDOrugtietion alone or to any other single
intervention. However, it is plausible to assumattthe UNIDO interventions have
contributed to Sri Lanka’s improved export perfonoa.

The evaluation finds that the improved laboratestihg and calibration services made an
important contribution, in particular for fish exp® In the case of garments the outreach
was limited mainly because the garments sectoerg much driven by private standards
and quality systems that are determined by buy&he availability of accredited
calibration services produced wide ranging posiéiffects not only on the garment sector
but also on ship-building and on the economy a$ialev

The evaluation looked also into the possible o@ne of high-level societal impact that

could be relevant to the MDGs. Depending on théosecontrasting findings emerge. A

positive “trade poverty nexus” can be postulatedtf® garment sector which exports

sophisticated products to sophisticated marketghig sector, the work force benefits

from labour legislation and consumer awarenessvéduntary social standards. The

situation is different for tea where poverty amdeg growers persists although exports
are growing. The work force lacks empowerment andtrof Sri Lanka’s tea exports are

oriented towards emerging markets with limited emoner awareness for social standards.
In the fish sector an increasing number of fisherneke advantage from increased
exports but the vast majority of fishermen works lflmcal markets and remains rather
disconnected from quality improvements. A positivgact on gender balance could be
postulated for garment, where workers are primdeigale. Some environmental impact
emerged from improved waste water control.

The following main lessons learned emerge fromekieduation:

a) UNIDO has made substantial contributions to suatd@capacity building at
seven public testing laboratories. The evaluateport offers a check list of
“sustainability assumptions” that should be useduinre interventions (ex-
ante and during implementation) to optimize the nces of such
interventions to become sustainable.



b)

d)

UNIDO capacity building at the public laboratoribes led to a more
competitive market for testing services with pesiteffects on the prices and
quality of services. Private laboratories (bothhouse and service providers)
benefited indirectly. Future interventions shoulplere ways to further
enhance the benefits of private laboratories frddiRO interventions.

SMTQ projects can make significant contributions goverty reduction
provided such impact is dealt with as a priorityridg the design and
implementation of the project. The target groupseikpected poverty impact
should be clearly defined; sub-sectors with a gtrérade poverty nexus”
should be given priority and potential “impact @ng” should be identified,
pursued and monitored throughout implementation.

This impact evaluation generated considerable legreffects and has been
one of the pillars of the thematic evaluation ofIDR® SMTQ activities. The
explanatory power of the “theory based” evaluatmpproach has been
demonstrated for the specific case of SMTQ capduiiiding projects. The
approach should be further pursued and refined ruridieire UNIDO
evaluations.



Introduction

1.1. Background

This impact evaluation has been conducted with iapéending from the Norwegian
Agency for Development Cooperation (NORAD) by th&lIDO Evaluation Group
(EVA) in close cooperation with the UNIDO “Trade fi2ecity Building” (TCB) branch
and the Institute for Policy Studies of Sri Lanka.

The impact evaluation covered six UNIDO projectthvéin overall budget of about 2.75
million USD, which were implemented between 1998 2007 (see Table 1).

Table 1: Projects under evaluation

Project Number| Project Title Budget | Project | Donor
(USD) End
XP/SRL/99/049 | INTEGRATED INDUSTRIAL 127,052 1999 UNIDO
DEVELOPMENT SUPPORT PROGRAMME
(QUALITY)

TF/SRL/99/003 | STRENGTHENING CAPACITY IN QUALITY, 704,938 2004 Norway
STANDARDIZATION AND TESTING IN SRI

LANKA

UB/SRL/00/001| SUPPORT TO QUALITY, 205,106 2004 Unutilizeg
STANDARDIZATION AND METROLOGY balance
(NORAD COST SHARING)

US/SRL/01/108| SUPPORT IN LABORATORY 320,709 2005 Republic
ACCREDITATION, SRI LANKA of Korea

TF/SRL/01/002 | TRADE FACILITATION SUPPORT FOR SRI| 1,217,779| 2007 Norway
LANKA THROUGH THE DEVELOPMENT
OF TESTING LABORATORIES RELATED
TO INDUSTRIAL METROLOGY,
RUBBER/PLASTIC AND TEXTILE/APPAREL

US/SRL/04/059| TRADE FACILIATION SUPPORT FOR SRI | 176,991 2007 UK IP
LANKA THROUGH THE DEVELOPMENT funds
OF TESTING LABORATORIES FOR THE
FOOD PROCESSING, CERAMIC AND COIR
INDUSTRIES

Total USD | 2,752,575

Source: UNIDO Infobase



Over 70 per cent of the financial support for thpegects was granted by NORAD who
also lent its support to this evaluation. AnotheddRAD/UNIDO project is currently
underway aiming at “Strengthening internationakifieation capacity in Sri Lanka with
particular reference to social accountability stadd (SA 8000) and food safety
(HACCP/1ISO22000) standards”. This project is stiigoing and thus not included in this
evaluation.

1.2. Evaluation methodology and challenges

By this evaluation UNIDO has made for the firstdilen attempt to assess the longer term
impact of its Technical Assistance (TA) in the aoé&tandards, Metrology, Testing and
Quality (SMTQ). Sri Lanka was selected for thisrering exercise because of its long-
standing cooperation with UNIDO in the subject area

The impact evaluation was launched on the badiseoinitial terms of reference prepared
in 2008 that are included in annex 1. On the bakthese Terms of References (TORS)
NORAD provided a voluntary financial contributioaroplementing the UNIDO funding.
Field work started in January 2009 with an explamaphase that included the following
five main work packages:

e collection of information on the projects and thehiaved outputs (different
forms of support provided to SLSI, ITI and TTSC);

» collection of information on the project outcomasdreditation of laboratories at
SLSI, ITI and TTSC and provision of accredited itestservices to the private
and public sector in Sri Lanka);

» qualitative exploration of the perception and $atiBon of private sector users of
these testing services;

* analysis of the National Quality System (NQS) of Sanka and assessment of
the position and role of SLSI, ITI and TTSC in th@S;

* identification of hypothetical “pathways” (or logiktchains) by which different
sorts of impact (economic; social; environmentadyrhave occurred.

To conduct these preliminary analytical steps, UBIBontracted several parties. IPS (a
leading national policy research institute) delagean analysis of the macroeconomic and
export performance of Sri Lanka and a report idginty possible “impact pathways”. A
national evaluator conducted a series of intervievith a representative sample of
industry users of testing services. And an intéonal SMTQ expert analyzed the design
of the UNIDO projects; the structure of the NQS,vairious players and their respective
roles, the contributions of SLSI, ITI and TTSC. &leo carried out an in depth analysis of
the causal chains by which interventions at the @Mével may have produced wider



impact .The exploratory phase ended with a metloamicdl workshop on 13 March 2009
that brought together some 40 participants fromrelvant public and private SMTQ
providers as well as from industry. At the workshtige different parties contracted by
UNIDO presented their findings.

A multitude of possible impact channels has beemtifled and screened under the
exploratory phase; all of these channels have sndrét would justify further scrutiny.

Over the last few years, there has been an inateatarest in impact evaluation, which
is considered highly relevant in terms of furthenproving the accountability of

development cooperation but also challenging imseof “proving” the wider and more

long-term effects of development interventions. iBgpin mind these methodological

challenges, the evaluators decided that the explyraohase of the impact evaluation
should be followed by a more in-depth and quariatesearch phase.

Based on the findings and conclusions of the ezpboy phase, the following five work
packages were conducted under the main phase etéheation:

» Three commodity specific surveys among Sri Lankamanies (apparel/textile;
fish; tea) on the impact of accredited testing tabwy services becoming
available, taking into account the specific cormatii of each sector;

* One cross-sector study on the impact of the avliilabf accredited metrology
services from ITI;

* An assessment of the improved organizational cipa®f SLSI, ITI and TTSC
and potential spill-over effects of these improweapacities on the systemic
capacities of the Sri Lankan NQS at large;

* A survey among a panel of buyers and importersooflg from Sri Lanka on the
relative strengths and weaknesses of the countity negard to quality and its
reputation as an exporter of quality goods to tleeldvmarket (similar to Delphi
method);

The evaluation encountered the following methodacllgand practical challenges:

 Because the impact evaluation has not been plarineddvance to the
intervention, baseline data are not available, WwHimits the possibilities to
thoroughly compare ex-ante and ex-post situations;

* It has been more difficult than planned to makecstical information available
because considerable time has elapsed since tfectsrander evaluation were
designed about 10 years ago, started about 7 éa& yago and ended about 4 to
5 years ago. These difficulties with data collectamncern both the availability
of documents at UNIDO Headquarters as well asssiei on the laboratory
services provided by SLSI, ITI and TTSC since 2008 exact statistical
information is available for most of the services\ypded before 2002. Therefore,



a comparison between services delivered beforaattadaccreditation would not
be possible;

e During the period under evaluation, the “competessi of the Sri Lankan
economy was heavily influenced by a number of ewefactors and macro-
events, hence the methodological challenges ofatisgl the hypothetical
influence of improved SMTQ services from other musbre powerful factors,
such as the:

i) socio-economic effects of the ups and downs ofctiié war and post-
conflict situation of the country;

i) destructive effects of the 2004 tsunami on theefig@s sector combined
with the extraordinary recovery efforts and donoport that followed
this major natural disaster;

ii) improved export opportunities to the EU due to lSmka accessing to
the privileged status of a GSP+ country;

iv) turbulences of the world textile market due to ¢mel of the Multifibre
Agreement affecting heavily the textile sector, [Sanka’'s number one
foreign currency earner.

A number of commodities were identified for whicigréficant impact can be
anticipated (garments; fish; tea). However, thatesl economic sectors vary
considerably due to the mechanisms by which SMT@Qravements may have
contributed to improved competitiveness and in@dasxports and the relative
importance of such services and the players wheigeothem as well as the
conditions under which these services are provided;

e The collection of company data turned out to beigaar difficult and time
consuming. Private sector companies in Sri Lankeewet at all keen to spend
time on surveys and even less to share sensitiegeamatheir specific position in
highly competitive export markets.

1.3. UNIDO Counterpart organizations

The counterpart organizations of the projects uneleluation were the Sri Lanka
Standards Institution (SLSI); the Industrial Tedogy Institute (ITI) and the Textile

Training and Support Centre (TTSC). All three indts are public bodies and come
under the purview of different ministries. The $lisSthe national standards body of Sri
Lanka. The primary functions of the Institution @a@mulation and enforcement of
national standards, operation of import/export gmduct certification schemes,
operation of systems certification schemes, comagidtaining programmes on quality
management and related fields, providing produstirtg and calibration services
required for standards formulation.



The ITI is the successor to the Ceylon InstituteSofentific and Industrial Research
(CISIR), which was established as early as 195%laypthe ITI is a multidisciplinary
scientific research and technical service orgammalts major activities are conducting
R&D, providing testing and calibration servicesitolustry and providing consultancy
and technical training.

The TTSC was established in 1984 and provides itginconsultancy and testing
services to the textile and clothing industry withining as the main activity. In June
2009, after a period of uncertainty, the TTSC hesnljoined with the Clothing Industry
Training Institute (CITI) to form the Sri Lanka titsite of Textile & Apparel (SLITA).

1.4. Intervention logic

The six SMTQ projects in Sri Lanka were carried ioua coherent manner but without
explicit overarching intervention logic, withoutcammon set of indicators and without
baseline information. However, from the analysishef individual project documents and
of programmatic documents concerning UNIDO Tradedacdy Building branch (TCB)
activities, implicit underlying intervention log@an be deducted.

For the purpose of this evaluation, the evaluateseloped ex-post the assumed
overarching intervention logic depicted in Figure 1



OUTPUTS

Figure 1: Assumed overarching intervention logic othe projects under evaluation
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Project inputs and outputs

2.1. UNIDO inputs

The project conducted the following capacity buitgiactivities at the three counterpart
institutes:

During the period 1999 to 2004 the SLSI receivesistance for upgrading the
Chemical and Microbiological laboratories as web #&r developing a
Management Information System. The approximateevafithis intervention was
USD 164,000. The SLSI also received assistancstfengthening capacity of its
ISO 14000 scheme

During the period 1999 to 2006 the ITI receivedistaace for upgrading the
Chemical, Microbiological and Food laboratories thalibration laboratory and
the Rubber laboratory. The approximate value of fhtervention was USD
2,200,000.

During the period 1999 to 2003 the TTSC receivesisgance for upgrading the
Textile testing laboratory. The approximate valdighis intervention was USD
20,000.

Table 2 consolidates and quantifies the UNIDO ispurtder the headings of consultancy;
subcontracts; training and study tours and equipet shows the amount of investment
(input) dedicated to each of these outputs.

Table 2: Consolidated UNIDO inputs

Inputs SLSI (USD) ITI (USD) TTSC (USD)
International consultants 70,000 154,454 -
Sub-contract 50,000 309,364 15,000
Training & Study tours 7,065 186,072 -
Equipment 37,065 1,543,482 5,000
Total 164,130 2,193,372 20,000

Source: Adopted from figures received from NagioRroject Coordinator, UNIDO Focal Point; figures d
not include UNIDO support cost, which explains dhiéerence with figures in table 1.




It should be noted that the support among the tim&#utes was unequally distributed.
More than 90 per cent of the total support werth® ITI, while the share of the TTSC
was almost insignificant.

2.2. Inputs from third parties

In order to establish the causal link between theDD outputs and the higher levels in
the causal chain (Figure 1) and in particular watlview to addressing the so called
“attribution problem”, the evaluators looked alstoi the investments, which the relevant
laboratories received from other non-UNIDO sounmésr to and during the period under
evaluation. As far as still identifiable and quéiable, these investments are shown in
Table 3.

Table 3: Inputs from third parties

Prior to UNIDO interventions

SLSI ITI TTSC
Source Period| Amount Source Period Amount  Source erio® | Amount
GOSL 85-01 7.00 GOSL 00-04 0.39 GOsL 96-00 0.32
UNDP 86-91 1.35 ADB 00-04 0.70 Japan 96100 g.80
Japan 94-99 250 wB 94-95 0.22 - - -

During the time of UNIDO interventions

SLSI ITI TTSC
Source Period| Amount  Source Period Amount  Source erio® | Amount
- - - | GOSL 01-03 0.08 - - -
- - - | Japan 03.09 0.36 - - -
Total 85-99 10.8§ - 94-09 1.74 96-00 102

Source: Interviews at partner institutes; all anteware estimated in million USD at an average angk
rate of 1 USD = 100 LKR (Sri Lanka Rupee)

The GOSL investment in the three institutions wasnhy for construction and upgrading
of the institute building. Both the ITI and TTSCdhteir own premises, while the SLSI
was housed in rented buildings scattered in Colomiéibh the GOSL investment the
SLSI was able to construct a new building complexding all activities under one roof.
The inputs from other sources such as UNDP, ADBrltMBank and Japan into the three
institutes were mostly related to equipment but &straining.

When comparing UNIDO and non-UNIDO investments ptaoand during the evaluation

period it appears that UNIDO support to the ITI bagn highly significant as compared
to investment coming from GOSL and other sourcdslevthis is not the case for the two
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other institutes. However, zooming into the peraddJNIDO interventions the UNIDO
support for SLSI is also quite significant becatise institute did not receive major
support from other sources during this period.

2.3. Outputs achieved

The project outputs consisted primarily of streegéd capacities of seven testing
laboratories at the three partner institutes asodstrated by internationally recognized
accreditations. All laboratories reached ISO 17@Ereditation thanks to UNIDO
assistance. Table 4 shows which testing parametens accredited at which laboratory
and the year of the initial accreditation. All aaditations were granted by SWEDAC.

Table 4: Accreditations to ISO 17025 achievedhwINIDO assistance

Accredited laboratories and testing parameters Year

SLSI

Chemical testing laboratory for specific parameterfertilizer and water 2002

Microbiological testing laboratory for specific jpaneters in water, food and 2002

beverages

Microbiological testing laboratory (extension obpe) 2006

ITI

Chemical testing laboratory for specific parametensater, waste water 2002

including heavy metals and pesticide residues

Microbiological testing laboratory for specificnaaneters in water, waste 2002

water, fish and shrimp

Food testing laboratory for specific parameterfish, seafood and vitamins 2007

Metrology laboratory for temperature and mass cafibns 2004

Metrology laboratory for dimension, volumetric agléctrical parameters 2007

Rubber laboratory in rubber and rubber based pitsduc 2007
TTSC

Textile laboratory for 14 parameters in fabric 2002

Of course, these accreditations are only the utémmasult of a much wider range of
preliminary and preparatory outputs such as thévaetgl of equipment; staff training;
preparation of manuals and operating proceduresjwa of proficiency tests and design
of performance based incentive schemes for labgrataff. The detailed project outputs
are listed in Annex 2.
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Project outcomes at laboratory level

3.1. Increased client base and income from tgst@nvices

The intervention theory in Figure 1 defines theestpd generic outcome at the level of
the laboratories as follows:
“UNIDO supported laboratories provide testing seegi on sustainable basis”

Table 5 shows the number of clients and the revgemerated through testing services
by the various laboratories and the increase dfethperformance figures between 2002
and 2008. These figures demonstrate that subdt@aisitive outcomes occurred at the
SLSI and ITI during the evaluation period.

Table 5: Number of laboratory clients and reveneieegated

Institute Laboratory Number of clients Revenue (LKR Mn) (valugs
discounted to 2002)
2002 | 2008 Increase 2002 | 2008 Increase
No. per No. per
cent cent

SLSI *Chemical (C) 73] 181 108 148 3|6 5.3 1.7 a7
*Microbiological 15 42 27 180 1.1 4.0 29 264
(M)

ITI *Chemical & 366 | 556 190 52 89 219 13/0 146
Microbiological
(C&M)
*Rubber (R) 82| 101 19 28 1.0 24 1.4 140
*Calibration 174| 344 170 98 883 181 9.8| 118
(Ca)

TTSC **Apparel (A) 87 75 -12 -l 17.4 13.2 -4.p -
***Textile (T) 18 23 5 27 3.6/ 15.6 12.0 333

*  Direct & Spillover effect
** Apparel — includes other labs
*** Textile — includes Government organizations
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The overall situation and the degree of improvenag¢tiie three institutes vary.

* Among the three institutes the ITI has been andamesnthe largest provider of
testing services; the number of clients and voluofierevenues generated
increased substantially since 2002 making it pésdity the laboratories to be
self sustaining. With respect to actual amountsctimmical and microbiological
laboratory and the calibration laboratory of thé $fiowed the highest increases
by 13.0 and 9.8 LKR Mn respectively.

* Among the three institutes the SLSI microbiologidaboratory showed the
highest percentage increases (180 per cent) in eumbclients, but from a
relatively low starting level in 2002. With respeatactual numbers the chemical
and microbiological laboratory and the calibratiaboratory of the ITI showed
the highest increases and widened their client bpd®0 and 170 respectively

« TTSC remains a provider of testing services for dpparel industry but the
number of clients and revenue generated from tlistos has decreased.
However, TTSC testing services to the textile sesmwed the relatively highest
increases in revenue generated but from a verystavting level.

3.2. Sustainability of outcomes

The positive outcomes at laboratory level sugdest the UNIDO projects contributed to
organizational capacity building at all partnertitoges. But what can be said about the
sustainability prospects of these capacity buildéffgrts? With a view to capturing the
organizational conditions at the partner institutesl their specific efforts to reach
sustainability, the evaluators developed a cheoifissustainability assumptions”, which
they applied on the three institutes (see AnnexX 8ple 6 summarizes the results of this
analysis and shows the similarities and differencethe conditions for sustainable
project outcomes at the three institutes.

Table 6: Assessment of sustainability conditions

Sustainability criteria SLSI ITI TTSC
1. Equipment:
1.1. Laboratory infrastructure + + +
1.2. Climate controlled metrology labs + + NA
1.3. Availability of chemicals and standards + + +
1.4. Repair and maintenance service - + -
1.5. Forward budget for purchase of new equipment # # #
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2. Staff:

2.1. Skilled staff + + +

2.2. *Appropriate remuneration package - + -

2.3. Promotional schemes to encourage performers - - -

2.4. Performance based incentive scheme : +

2.5. Suitable succession plan - - -

3. Management/governance:

3.1. Knowledge and experience suitable as per IEC 17025  + + +

3.2. Quality concept leveraged across entire organiaatio - + -

3.3. Laboratories operating as profit centres - H -

3.4. Costing methods and pricing strategy - + -

3.5. Dependence on income from mandatory requirementg - NA -

3.6. Laboratories able to meet changing demands - t+ -

3.7. Strategic orientation towards client needs NA H -

4. Accreditation:

4.1. Scope of accreditation related to country needs + + -
4.2. Budget for annual renewal of accreditation + + +
4.3. Budget for maintaining accreditation + + -
4.4. Budget for staff training for scope expansion + - -

*2.2 — All institutions pay the GOSL stipulated &gl scales. However ITI has a scheme for additional
allowances to laboratory staff
# - GOSL dependent
NA - Not applicable

With regard to ensuring the sustainability of laiory equipment none of the institutes
accounts for depreciation of equipment, which mdaas all three institutes depend on
future Government or project funding for replacioigsolete or deficient equipment. It
also means that the prices for testing servicasaddnclude capital cost, a fact that might
be seen as a hidden subvention leading to poshiitertions of the market. Only ITI has
an in-house maintenance and repair scheme in place.

Attracting and retaining qualified staff is widetgcognized as a critical challenge in
many SMTQ projects. From the assessment in Tabteappears that only ITI has an
allowance and incentive scheme in place for mabwadf human resources.

Governance and management issues are also cru@nbktire long-term sustainability of
laboratory outcomes. Of course, many of these ssape laid down in the requirements
for ISO 17025 accreditation and the laboratoriedenrevaluation abide to these criteria.
However, the evaluators used a number of additionganizational and management
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criteria, such as leveraging quality across theeentganization, laboratories operating as
profit centers and the strategic orientation oviser development towards client needs.
From this analysis it appears that, to date, oiilly Has found proper organizational
responses to most of these challenges. Becauseotistant renewal of international
accreditation can be quite costly, the sustairtgiifi accreditation has been another issue
in many SMTQ projects. In the cases of SLSI and thidse challenges are properly
addressed, while certain shortcomings seem stilkist at TTSC.

Overall it can be concluded that the expected onésoat laboratory level have been

achieved and that the basic conditions for sudbdityaare secured at all three institutes.
ITI implemented the most advanced and innovatigaoizational measures.
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IV

Project outcomes at company level

Climbing up the causal chain from outputs towanapact, the actual use of testing
services by companies and their degree of satisfat defined as the next logical level
in the intervention theory in Figure 1. The expdateneric outcome at company level
has been formulated as follows: “The export industf Sri Lanka uses the testing
services provided by the laboratories that wer@stpd by UNIDO and is satisfied”

In order to assess company outcome, a number afdaoy conditions need to be looked
at: Which other providers of testing services éxidaive companies been using - or even
preferring - the services from those other pros@df yes, to what extent and why? In
Figure 1 these conditions are called “Utility asptions at company level”.

As a first step, the evaluators conducted a detaslervey of the relevant public and

private testing laboratories and assessed the rahgests offered by them and their
respective range and status of accreditation (seeX4). Out of 17 public laboratories

the five laboratories that were accredited by SWED#s a result of the UNIDO projects

are the only ones with international accreditatibine laboratory of the National Aquatic

Resources Research and Development Agency (NARAgégsedited by the Sri Lanka

Accreditation Board (SLAB). On the side of the it sector laboratories one of them is
internationally accredited by NABL (India) and sowtbers by SLAB. The accreditation

status of two private laboratories belonging tobglonetworks is not clear but the

international brand image of these laboratoriesnse® be sufficient to ensure market
share.

To collect information on the outcome and the fiytiassumptions” at the company level,
a number of qualitative and quantitative companyeys were conducted. For practical
reasons, these surveys focused on Sri Lanka’'s theger export sectors: garments, tea
and fish.
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4.1. Use of laboratory testing services by the garmeaios

As discussed above, the TTSC garment laboratahei®nly laboratory among the three
where the number of clients has been decreasirig.fiflding was further substantiated
by the company survey, showing that garment faesorely, whenever possible, on their
own in-house laboratories.

In those cases where an independent institutiordgaired, garment producers seem to
prefer private laboratories instead of TTSC. Twivgie laboratori€stake the biggest
share of the market with 60 per cent and 20 pet @spectively. The reasons for the
limited and seemingly even declining market penietnaof TTSC are not primarily
related to the technical quality of the testingvemys but to issues of international
laboratory recognition and management.

In this connection it should be borne in mind tlatorder to cater testing services to the
garment exporters it is necessary to obtain adatszh from international retailers and
labels who maintain their own standards. Many gatmeuyers specify particular
laboratories from which suppliers should obtainirthesting. Therefore the market for
testing is not entirely driven by forces of competi.

In order to be competitive under these specificketaconditions, the TTSC laboratory
had to obtain accreditation from international iteta. In this respect, the private UK
based accrediting agency LACE played a key roleabse it was through LACE that
TTSC obtained private accreditation with 10 majd¢ blased retailers (see annex 4 for
details). It appears that the problem of obtairangreditation from international retailers
is mainly a marketing issue of penetrating into Well established testing market of
international testing service providers. Such gewaccreditation may even be conditional
to the acquisition of specialized testing equipn@rd specific brand, which can be quite
costly. Despite these efforts on the side of TT8@ny international buyers and brand
owners continue to nominate one of the private ratiovies as a testing facility for their
branded garments.

But also those companies that do use the TTSC d#trgr do not seem to be entirely
satisfied with the services they receive. Certa@aknesses in diligence, speed of service
and lack of ancillary services such as packagimgisb-to-house delivery and mailing
have been mentioned as reasons why companies wseild private laboratory instead of
TTSC. These weaknesses relate to the fact thagrelit from its private competitors,
TTSC does not have a marketing division. It may ale the case that TTSC staff
perceived the long-lasting discussions about thesipte privatization of TTSC as a
threat, with negative influence on motivation am@mmitment. These organizational

4 BVCPS (Bureau Veritas Consumer Products Servicekd)and SGS
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issues tend also to confirm the relative weakneskéise sustainability efforts at TTSC
(Table 6). Price differences may also exist buerwiewees perceived them as less
important than the problems in service culture.

Views expressed by the Joint Apparel AssociatioruFo(JAAF)

Testing facilities available with TT&SC and Moratawniversity Laboratories and ITlI and SGS
laboratories were found to be adequate by manufektiHowever, for certain highly technical
tests manufactures seek laboratory facilities at#el in India and Singapore. For calibration and
other similar services, JAAF membership uses therktory facilities available at ITI.

JAAF membership also has observed that there isri@e mifference (20 - 30 per cent)
between private and state laboratories but thecgnat private laboratories are preferred by|the
majority of exporters due to very professional @ggh and most importantly due to turnaround
time.

One weakness with state owned institutions is thay do not undertake any promotional
programmes and as a result most of the manufactueegot aware of the facilities available|in
these institutions. For example, while other pevsgctor laboratories make presentations at JAAF
meetings with a view to popularize their servidbsye were no such requests from any of the state
sector organizations. Thus, the equipments anditi@si provided under UNIDO assistance
program are most probably underutilized.

Source: Survey interviews

Several companies and other informants confirmed TTSC plays an important role
when it comes to supporting garment companies sétting up and maintaining in-house
laboratories. This aspect is dealt with further das one of the spill-over benefits of the
projects under evaluation.

4.2. Use of laboratory testing services by the tea secto

Extrapolating the sample of companies interviewadeu the survey, it seems that the
share of the ITI in the market of testing servifmsthe tea industry may be as low as 10
per cent to 20 per cent while SGS, one of the najimate laboratories, takes the lion’s
share of up to 80 per cent. Most tea exportersadedhemselves satisfied with the
technical quality of the tests carried out by pultdiboratories but complain about non-
technical aspects such as availability of serviteeguired times, one month credit
payments and availability of after sales servieghsas courier service to deliver reports.
Prices of the private laboratory seem to be singitagven lower than the ones at ITI.

While the testing services that ITI delivers dipdb the tea industry seem to be of
limited importance, certain indirect outcomes shoulot be neglected because ITI
laboratories serve the Sri Lanka Tea Board, theladgy body which oversees tea
related research, promotion and development aesvilT ea exporters are required to seek
mandatory certification of compliance with the riegary sanitary requirements for tea
exports, which the Tea Board is granting, basednirobiological and chemical test
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results from its own laboratory. This laboratorycigrently not accredited by ISO 17025
but has the capability to carry out all the necgssacrobiological and chemical tests for
tea with the exception of pesticide residues, wisabutsourced to the ITI laboratory.

4.3. Use of laboratory testing services by the fishestar

Since the 1990s the export of fresh tuna, in paeicto the EU, has become a major
earner of income in the fishery sector. In line wiEU regulations, this sector is
supervised by the Department of Fisheries and Aguaesources (DOFAR) in its

capacity as “competent authority” for the qualityfish exports from Sri Lanka. The

DOFAR has officially authorized ITI, SGS and thetidaal Aquatic Resources and
Research Agency (NARA) as providers of fish testiagyices.

While both SGS and NARA are accredited either byBN/or by SLAB, the DOFAR
decided to use ITI as their official laboratory toralyzing the samples collected by them
in their official sampling plan. This program cosell exporters of fish and ITI receives
samples every week from DOFAR. A recent inspedbipthe veterinary office of the EU
mentioned ITI as a high quality provider of testsgyvices in Sri Lanka and confirmed
that the quality system for fish exports respor@&t®) standards. It is therefore safe to
say that the UNIDO intervention leading to ITI'sceeditation to ISO 17025 has had a
major positive influence on Sri Lanka meeting Eduieements.

The survey among fish exporters seems to inditetethe private laboratory takes about
50 per cent of the market for testing serviceh@fish industry, while ITI is in for about
30 per cent and SLSI for about 10 per cent. TeelgicdTI comes out very strong from
the survey because it offers the broadest coveshgeandatory tests (6 out of 8, as
compared to only 5, 3 or 2 for its competitors) andtomers are highly satisfied with the
guality of the tests.

Certain similarities with the tea sector emergsh fexporters seem to have a certain
preference for private laboratories because of teohnical reasons such as superior
customer orientation and service culture but, & dapacity as an internationally

accredited laboratory, ITI plays an important systerole as a provider of authoritative

testing services to the “competent authority”.

4.4. Use of calibration services

Under the UNIDO projects, the ITI became Sri Laskérst internationally accredited
calibration laboratory for temperature, mass, disi@m volumetric and electrical,
measurements. Accreditation for pressure and ferstil outstanding.
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In the absence of a fully functioning National Médgy Institute the International
Laboratory Accreditation Cooperation (ILAC) accapt&l as the source for traceability.
Testing laboratories seeking international accatidit depend on ITlI because
accreditation bodies insist on accredited calibratof measuring equipment. For
organizations with ISO 9000 and ISO 14000 certiftcg calibrations of their measuring
equipment with traceability to international starttaare mandatory. Previous to the
accreditation of the ITI calibration laboratory,Qcertifications were granted on the
basis of SLSI's traceability established throughSNIand KRISS. When the ITI
accredited calibration lab came into operation, dih@ation improved because assessors
of certifying bodies had third party assurancerandability

With these requirements as well as the number$S6f 9000 and 1ISO 14000 certified
entities in the country showing a noteworthy upwéamehd, the clients utilizing this
service and the revenue generated showed a stealdgignificant upward trend. It is
interesting to note that all actions with respeaxtntass and temperature calibrations
showed a significant increase of about 30 to 40qgeet in 2005 which was the year
following the award of accreditation. A similar @t however was not noted subsequent
to the award of accreditation for dimension, voltneeand electrical.

Food and beverage manufacturers and exporterdiaedadility to maintain the accuracy

of measurement equipment to assure quality of firenucts. Some of the major users of
the facility are Unilever Ceylon Ltd, Ceylon BistsiiLtd, Fonterra Brands Lanka (Pvt)

Ltd, Prima Ceylon Ltd, and CBL Foods InternatioflVt) Ltd. In-house laboratories of

apparel manufacturers using this service increfresd 17 in 2002 to 42 in 2008. Some
of the major users of the facility are leading appananufacturers such as Crystal
Sweater Lanka (Pvt) Ltd, Bodyline (Pvt) Ltd, Casligle (Pvt) Ltd, Coats Thread Lanka

(Pvt) Ltd, Hidramani Garments Ltd, Slimline (Pvtdl.Smart Shirts (Lanka) Ltd,

Manufacturing companies in the rubber, packagirigstjg, steel, graphite, detergent,
glass, leather, cosmetic and ceramics industridsalao those exporting fresh fruits and
vegetables use ITI calibration services, althouigginoonly on a ‘one off’ basis or for two
to three calibrations per year. Calibration serviaee also provided on a regular basis to
many Board of Investment (BOI) companies such astTaroid Group, Loadstar (Pvt)
Ltd and Motherson Electrical Wires (Pvt) Ltd. Witkspect to service sector clients the
National Lotteries Board, Ceylon Electricity Boardhotels, trading companies,
engineering, communication and construction congsanse calibration from the ITI.

A very significant calibration user has been théo@do Dockyard PLC which is now Sri
Lanka'’s largest engineering facility leading in tmasiness of ship repairs, shipbuilding,
heavy engineering and offshore engineering. Tab#hds the significant increase of
calibration services used by this important client.
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Table 7: Calibration services delivered to théo8do Dockyard

Institution SLSI ITI

Year under review 2006 2007 2008 2006 200[7 2008

Num_ber of times the 15 20 21 33 57 55

services were used
Cumulative Cost,

Sri Lanka Rupees (LK 81,800| 100,400 141,850 679,900 999,550 1,287/450

Rs.)

Source: Figures provided by Colombo Dockyards

Medical testing laboratories of Asiri Hospital ahwaloka Hospitals (Pvt) Ltd (the

leading private hospitals in Sri Lanka having 1S@@ certification) persisted in using

the ITI calibration facilities whilst several othemedical laboratories viz. Confidence
Medical Centre (ISO 15189 accredited) and the ktiooies that are in the process of
implementing ISO 15189 QMS, viz: Ceymed Health Caeevices (Pvt) Ltd, Medi Spot

Ltd, Vindana Reproductive Health Centre, and Wayaliagnostic Laboratory are some
of the other laboratories who sought services fiioen TI.
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V

Spillover benefits

Laboratory support projects such as the ones etesldeere work under the assumption of
wider unspecified, indirect and unexpected beneiiitsaddition to or generated by the
direct outcomes of accredited testing servicesluatimg such assumed benefits (also
called “spillover benefits”) is of course difficulas the exact areas and ways how these
may occur are not accounted for during projectgiesi

The present impact evaluation gave particular ingmae to the identification and
assessment of spillovers. Evaluators looked intar fdifferent hypotheses how such
systemic spillovers may have occurred:

1. The first hypothesis has been that UNIDO projecty fimave contributed to a more
competitive market for testing services, leadingawer cost and better quality of
testing services.

2. A second hypothesis has been that the capacityhefpartner organizations to
respond to new unexpected challenges may have uagro

3. The third hypothesis are possible spillovers wihard to knowledge flows within
Sri Lanka that may have lead to systemic improvamen certain elements of the
National Quality System (NQS) outside the thrednmarinstitutes.

4. A fourth hypothesis for spillovers has been thatvedge flows from Sri Lanka to
some of its neighboring countries and subsequemtavements of the NQS of these
countries may have occurred.

It seems that the hypothesis of increased competitias materialized. In the past,
laboratories abroad were often the only possibleicehfor certain tests. The market
survey carried out under this evaluation (AnnexsBpws that the prices for testing
services in Sri Lanka are significantly lower thamces in reference countries such as
Malaysia, Singapore and Hong Kong. In that sensés guite clear that Sri Lanka

industry has been reaping considerable price hsrfedim the UNIDO intervention.

However, as already mentioned above, one of treonsafor low testing prices at public

laboratories are hidden subsidies due to not imatudiepreciation costs. Here, the
evaluators recorded different points of view amosigkeholders. While private
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laboratories stressed the unfair competition arguyeghers pointed out that the presence
of public laboratories may have prevented the nidirdoen developing monopoly price
structures. This issue is subject to recurrent iebad a point of discussion in UNIDO
SMTQ interventions also in other countries. A ctdsek at the “public goods” argument
and developing a deeper understanding for which QMe&rvices this argument applies
and for which it doesn’'t would probably be worthlghit could be argued that testing for
inspection and regulatory purposes is a public gihad should be provided by public
laboratories. The case of public institutes delinggrcommercial testing services to
private customers is different. Here, the argunfent public intervention would be
overcoming market imperfections that may be duent@ir competition or to monopoly
structures. However, safeguards have to be buit pmoject design to make sure that
projects indeed overcome market imperfections aubtef distorting the market for
testing services.

Against this background, it is safe to say that tH¢IDO interventions in Sri Lanka

produced positive spillover benefits with regard it@mreasing competition; that no
crowding out of private laboratories could be ofeedr that prices and technical quality
of testing services from public and private soummasverge; that competition is working
both ways and moving from technical to non-techniaspects, which puts public
laboratories under pressure to improve their sergidture.

With regard to the second hypothesis, the evalodband evidence that the capacity of
the partner institutes (more specifically of ITd) tespond to unexpected challenges has
improved in at least two respects:

 Towards the end of 2003, the EU introduced the matmmg requirement that all
spices and related products should be free of momigted colors viz. sudan, 1, 11, llI
and IV and that all consignments to the EU sho@lditccompanied with a test report
providing assurance that the products are fre@idérs colours. The spice industry at
this time faced a crisis on this issue and ITI teddy developing the required test
methods. The food regulators of the importing coastaccepted ITI reports due to
the fact that ITI laboratories complied with th®©I37025 (QMS)

* A more recent example of an unexpected challengetiv@ requirement for testing
for melamine following the Chinese milk powder amination scare. In the wake of
this contamination alarm in October 2008, Sri Laskdealth Ministry banned the
import and sale of 60 food products as a precaatiomeasure and the impact of this
ban was severe on the milk and milk based food ymexd and marketers in Sri
Lanka. None of the private and public laboratoifeshe country were equipped to
carry out the test for melamine, with only a fewdeatories in the world having this
capability and capacity. Initially Sri Lanka obtedh the services from a reputed
laboratory in Singapore. Quite rapidly, the ITI mied in with its quality
infrastructure, state-of-the-art facilities and emmationally trained expertise and
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established a new testing method as per the USda@s The facility was
extensively used by the GOSL, regulatory authariéiad the private sector including
companies marketing milk powder and manufacturersilk based products.

Regarding the third category of spillover effea@spnumber of knowledge flows from
direct project partners to other parts of the Suka NQS could be observed, such as the
following:

« While TTSC has difficulties to compete with privateviders of testing services the
same organization seems to be playing a role vatpiing apparel manufacturers to
set up, operate and maintain their in-house tesdingratories.

* The ITlI rendered technical assistance to medicadting laboratories in
implementation of ISO 15189 QMS. ITI has the crafitproviding consultancy to
the first SLAB accredited medical testing laborgt@nd has so far provided
consultancy to three other laboratories. A sigaificfeature is the guidance provided
in calculation of uncertainty of measurement to iteldaboratories.

e State sector organizations such as the Coconut IQ@went Authority (CDA),
Veterinary Research Institute (VRI) and CEA haveght the assistance of ITI in
development of QMS along with laboratories of ptévaector organizations such as
MJF Teas, Finlays Teas and Lindel laboratory.

Regarding the fourth hypothesis of knowledge fldvesn Sri Lanka to other countries
the evaluation found ample evidence that suchos@its occurred. Annex 5 lists the
international training, consultancy and calibratemmvices provided by ITI staff between
2005 and 2009. At least seven countries benefited fTI services: Pakistan; Cambodia;
Lao PDR; Vietnam; Bangladesh; Maldives and GhanareMspecifically, the following
cases of South-South technical assistance arerteehgoned here:

* ITI provided on-site calibration services (for batas) to a total of 17 laboratories at
the following public institutes in Pakistan: PCS(Rahore & Karachi), PSQCA
(Karachi), Leather Research Centre (Karachi), GiQimality Testing Laboratory
(Karachi & Islamabad), Marine Fisheries Departmi@tdrachi), Leather product &
Development Institute (Sialkot) & National Textildniversity (Faisalabad).

e ITI loaned expertise in the field of histamine lga®s to the Marine Fisheries
Department of Pakistan to obtain internationallcognized accreditation. The
assistance included the development and validaifothe test method, review of
quality manual and procedures, establishment oflityuassurance practices,
calculation of measurement uncertainty and pagtan in proficiency testing.

¢ In 2009, the ITI hosted a team of seven laborapengonnel from the Department of
Fisheries of Bangladesh to provide them an overdewneeting the requirements of
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global trade with respect to export of fish. Instprogram ITI enabled the visitors to
have interaction with DOFAR, which is the Competé@anthority of Sri Lanka for
export of fish to EU countries.

A training program for four laboratory personnarfr Ghana on implementation of
ISO 17025 QMS for microbiological testing and onenf the Republic of Maldives
for testing of water was conducted. Three laboyapersonnel and the director of the
calibration laboratory of the BSTI were providediting in mass and temperature
calibrations. A request has also been received trf@ining of nine laboratory
personnel from Nigeria in the area of chemical amdrobiological testing and
pesticide residue analysis.

This dimension of increased South-South knowletlgesf and cooperation has been one
of the most remarkable spillover achievements effitojects under evaluation.
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VI

Impact at company level

The next higher level of the intervention theoryFigure 1 defines the expected impact at
company level as:

“Improved export performance of users of testinyises”

It is legitimate to expect evidence from an impagtluation whether exporters did
actually improve their performance because of udewjing services from the three
institutes. However, the reality is more complekc@urse, improved export performance
of companies cannot be attributed to the sole UNiIBt€rvention, which is why the often
quoted “attribution gap” becomes particularly agpdrat this level of analysis. A key
question to be answered by the surveys among iensoaind exporters has been to what
extent exporters perceive the availability of addesl testing services from national
laboratories as critical or whether, in some caes; might be just “nice to have”. This
is so called “relevance assumption” (Figure 1).

As expected, the evaluation encountered two pratllem

* A conceptual problem because, for obvious reasofispntrol group” of companies
that refrained from using testing services doesrid and cannot be construed;

* A practical problem because companies considerrnrdtdon on their export
performance and competitiveness as highly senséng are not prepared to share
guantitative data on these points.

Nevertheless, the evaluation was able to shediadditlight from two different sides on
the pivotal linkage between quality infrastructarel export performance:

e Sectoral macroeconomic analysis — This allowed ldpirg a better understanding
of the export performances of the three sectorsadiride variety of external factors
that influenced these performances over the evatuperiod.

e Structured interviews with major importers in intlisdized countries that are
sourcing products of the three sectors not onlynfi®ri Lanka but also from other
developing countries — This allowed a better urtdeding of key player perceptions
of Sri Lanka’s strengths and weaknesses as antexmdrquality products.
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In the light of the above, the evaluators attemptegrovide plausible answers to the
following questions: What are the structures amuhds of exports of quality products
from the three sectors? How important is laboratesting as compared to other trade
related factors? To what extent are other impoiETQ challenges being met?

6.1 Impact on the garment sector

The garment sector in Sri Lanka is a large andawibindustry that caters almost entirely
to the international market (around 95 per centinofustrial output in the sector is
exported). In 1977 export earnings were around W&Million and by 2007 export
earnings had reached US$ 3.2 Billion. A major dbntor to the growth of the garment
sector has been the guaranteed availability of autd Western markets through the
Agreement on Textiles and Clothing (ATC). In 20@&frgent exports accounted for 40.5
per cent of total exports. Along with its contritmut to GDP and exports, the sector has
been a major source of Foreign Direct Investmeatdanting for approximately 10 per
cent of realized investment up to the end of 2@0®) employment.

Garment sector exports grew slowly between 20002884 and more rapidly from 2005
to 2007. A major concern in the garment sector thasexpiry of the MFA quotas in
2005. Given the fact that 60 per cent of Sri Laskatal garment exports and nearly 90
per cent of garment exports to the U.S (Sri Lankaégor garment market) was in quota
governed items, the ability of Sri Lanka to compeith the expiry of the quotas was
called into question at the time. However, thers Ibeen a growth spurt in export value
since 2005.

Sri Lanka pursued various initiatives in the seatoorder to overcome the challenges of
the post quota era. The most important of these edaining the preferential trade
regime called “GSP+" from the European Union. Testbgical innovations included the
use of modern machines for designing, gradingjrgutind dyeing and the use of IT in
production. Human resources have been developethdyntroduction of a graduate
diploma in apparel marketing and a Bachelor of @egrogramme at the University of
Moratuwa. Several other degree programmes and itedheourses related to textiles,
design and fashion marketing have been introdusezbliaboration with major foreign
universities such as RMIT University Australia, MorCarolina State University and
London College of Fashion.

The positive effects of these efforts are quiteiobs. Major buyers interviewed by the
evaluation team consider Sri Lanka’s production embvation system for garments as
highly integrated, flexible and adaptive. They ddas the innovation capacity of this
national “mega-cluster” as a very important fadtdtuencing their purchase decisions
from Sri Lanka. In the eyes of its customers, the_&nkan garment industry has gained
one of its strongest competitive advantages fromgohighly innovative. As such, Sri
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Lankan garments have secured certain high valuengarkets such as the market for
intimate apparel. Of course, the ability to ensguality in such markets is extremely
important but, in an advanced production system fiks one, quality is being addressed
in a highly integrated fashion by in-house labara private standards and private
accreditation systems driven by international bsyerd brand owners.

Another key innovation has been in marketing arajgoting Sri Lanka as a high quality,

ethical producer under the ‘Garments without Guslbgan. Some of the bigger firms
have engaged corporate social responsibility (G8Byrammes, particularly focused on
female workers, or commenced operations in ‘Gresetdfies’ catering to demand of a
major UK based buyer. The rationale for implemamntinis kind of eco-systems is two

fold. Interviewees mentioned increased electricdgts as a major bottleneck pointing out
that the Sri Lankan suppliers had to find ways noréase energy efficiency if they

wanted to remain competitive in an extremely cormtipetinternational market. On the

other hand, the eco-projects in Sri Lanka’s garmedustry include the setting up of

water turbines for energy efficiency, refurbishnsett make plants eco-friendly etc. The
fact that one specific plant has been able totsutarbon footprint by 80 per cent is being
used as an additional sales argument. Cutting eggerters seem to be building their
competitive advantage increasingly on social stedsleand renewable energy and
environmental arguments.

In conclusion, there has been a multitude of efftiiat contributed to maintaining the
competitiveness of the Sri Lanka garment industrihe post MFA environment, such as
enhanced national training opportunities for desigrand textile engineers; penetration
into high value added niche markets; aggressiveketiag of compliance with social
standards and CSR initiatives as well the greeafrige Sri Lanka garment industry.

Against this background, the most significant cibotion of the UNIDO projects to

safeguarding and improving the export performanté&m Lanka’s garment industry

came probably from the accreditation of the ITlilm@tion laboratory, which provides
regular services to the industry, to in-house latmies as well as to private testing
institutes. The highly effective production and dmation system of the Sri Lanka
garment industry has clearly benefited from thespnee of an accredited calibration
laboratory.

There is also evidence that the ITI chemical latmoyacontributed through wastewater
effluent testing services for many factories in #pparel sector. As early as October
1998, major buying houses like NIKE and GAP haaady recommended that all Sri
Lankan companies selling products to these brahdsld obtain wastewater analytical
reports from ITl. Subsequently, around 50 to 60 tké more than 800 apparel
manufacturing companies in the country have rebulased the ITI facilities for

monitoring of waste water to environmental standarthe increase in capacity and
sustenance of all these services were possiblaadtiee UNIDO/NORAD intervention
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and the accreditation that was received by the Thk international accreditation status
played a major role to be a strong competitor e@ndbenario that private sector labs (such
as SGS) were gaining this status.

The contribution of the TTSC laboratory becomingradited to ISO 17025 under the

UNIDO project is probably limited. As explained fioer above, the industry mostly relies

on its own testing infrastructure or on private datiories. Furthermore, 1ISO 17025

accreditation is of minor importance as comparedptivate accreditation schemes.

However, it appears that one of the private lalooied outsources tests such as color
fastness and flammability in textiles to TTSC amytlare not equipped to carry out these
tests.

6.2 Impact on the tea sector

Behind garments, tea is the second largest expotiaBka although it contributes only
with 1.4 per cent to GDP. In 2007, tea exports amwa to US$ 1052 Million,
contributing 13.25 per cent to total exports, Caylbea is known worldwide for its
quality and has thus been able to command relgtivigh prices on the world markets.
However, in some European countries and in pagidalthe UK, over the last 15 years a
trend towards substituting Sri Lanka tea by temffeast-Africa can be observed.

Today, the major buyers of Ceylon Tea are the Midethst and Russia. The Middle East
accounts for almost half of total exports of teanfr Sri Lanka. A similar situation
prevailed already in the year 2000 (Middle Easb4%er cent and Former Soviet Union
19.7 per cent) and has not changed since. Teatexjoothe European Union and Japan
make up other buyers whilst the United States small market for Sri Lankan tea,
accounting for just 1.75 per cent of tea exportsioAg EU countries, Finland, Germany
and Poland are the biggest consumers, accountirardand 1.75 per cent of tea exports
from Sri Lanka each.

The government has emphasized the importance aitaiing high value added quality
tea exports from Sri Lanka in its Ten Year DevelepiPlan, which states that assistance
will be provided in branding Ceylon Tea and willoprulgate labeling and packaging
requirements for brands claiming “Pure Ceylon Tea”.

The ITI and SGS laboratories provide testing sewidor pesticide residue and
microbiological quality. As a requirement for HACCRrtification which is prerequisite
for export of tea and processed foods (as welhasmaterials used for processing) to EU
countries, pesticide residue analysis is underta&esssure safety of tea and processed
foods. In addition, Japan imposes stringent MinimiResidue Levels (MRLs) for
pesticide residues in tea. The ITI was capable eéting this demand as the facilities
needed and the QMS was in place. The availabilitthes service at the ITI was
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advantageous to the country as a whole since Jspaustoms accept reports only from
GOSL laboratories. Even though two other laboratoniz. the Tea Research Institute
(TRI) and SGS are in a position to partially cdtethis need, only ITI has the capabilities
to analyze a majority of the pesticide residuetedisby EU and Japan. It should be
mentioned, however, that ITI is not accredited gesticide residue tests, which shows
that accreditation is not always required for aljpulaboratory to play its role as a

reference institute.

Because tea export growth in Sri Lanka has beemlyndriven by price increases, the
impact of UNIDO interventions on the growth of tegports is probably low. However,
UNIDO did make contributions towards HACCP cerafion by making available

accredited microbiological testing facilities atSland ITI and it was also critical for tea
exports to Japan. It seems that the UNIDO intefgardn export to Sri Lanka’s major tea
consumers, the Middle East and Russia was compelsatnly minor.

6.3 Impact at the fisheries sector

The fisheries sector overall contributed Rs. 5%idilto GDP in 2007, accounting for 1.5
per cent of GDP. In 2006, 75 per cent of totah figoduction was for the domestic
sector, whilst 9 per cent was for the export seatat 15 per cent was dried fish. Fish
exports amounted to Rs. 13.7 Billion in 2007, whigtl.6 per cent of total exports. In
addition, crustacean and mollusk exports amounte®d. 3.9 Billion and salted fish

exports were a smaller proportion and amountedstB6 Million.

Between 2000 and 2004 fisheries exports grew ab@est rate. Quite paradoxically, a
surge in exports occurred after the Tsunami thatkton December 26th 2004. Much of
the fisheries infrastructure and fishing commusitigere damaged which resulted in a
substantial drop in fisheries contribution to GDPhe export sector however continued
to grow during this period with particularly highogvth rates from 2005-2007. This may
be connected the substantial recovery effortsénstrctor with donor assistance provided
to obtain new boats and develop fishing harbours.

Another factor that contributed to the rapid growfthfish exports in the recent past has
been the expansion of exports to the EU following ISanka’'s accession to the

preferential trade regime GSP+, which enabled thety access for Sri Lankan exports to
the EU. At the same time, there has been a shiftemand from the European Union
towards Sri Lankan fish due to the availability Taina with lower incidence of heavy

metals and toxic compounds.

® Contribution to GDP fell from Rs. 33.5 Billion 2004 to Rs. 19.2 Billion in 2005 before
recovering to Rs. 35.2 Billion in 2006.
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Against this complex background of major markendiseand radical structural changes in
the fisheries sector after the tsunami — is itiséalto say that the UNIDO projects have
made a significant contribution to improving thempetitiveness of Sri Lanka’s fish
exporters?

There is evidence that the UNIDO intervention a¢ il and SLSI laboratories

contributed to building technical capacities foe tbountry to grasp the opportunities
arising from major external factors such as GSParkat preference for low residue tuna
from Sri Lanka and the positive world market trefmghe international trade of fresh
fish.

A recent inspection by the veterinary office of B found that Sri Lanka’s quality
system for fish exports under the leadership of MieA as the national “competent
authority” responds to EU standards and explicithentioned ITI for the positive
contribution of its laboratories.

Major fish exporters and importers confirm this ifige assessment. Traders perceive Sri
Lanka's quality system as superior to some of itgnpetitors and the UNIDO
intervention has certainly contributed to this. Hoer, while technical laboratory
problems seem to be largely solved, attention iftirslp from technical to structural
issues. Interviewees expressed concerns thatptimmuproblems might undermine the
credibility of HACCP certifications of fish produce and that the credibility of the
quality system might be suffering from the abseat@roper checks and balances. In
addition, new traceability challenges arise fromwtfulent fish imports to Sri Lanka. It
may therefore well be that future technical aseistawill have to reflect these trends and
move from a technical to a more systemic approach.

6.4 Impact of calibration services

In the area of calibration the main requirementgligts are measurement traceability
and international accreditation. Therefore, clientsSri Lanka utilize services from the

ITI or the SLSI, the latter in cases where intdoral accreditation is not required. In
cases like the SGS laboratory (accredited by NABIdja), where an internationally

recognized accreditation facility is mandatory lfieservices are utilized.

30



In case the ITI calibration facility had no intetioaally recognized accreditation status,
SGS would have had to send equipment overseash&®meécessary calibrations at
extremely high cost. This would have reflected be pricing of the SGS service that
would have been ultimately passed down to thetclien

Colombo Dockyard Case

In the area of industrial metrology, the case ef@olombo Dockyard is instructive. This dockyard has
developed from a relatively small government owoexdcern in the 1950’s into a large multi-national
private concern selling sophisticated ship repativises and constructing complex and technically
demanding oil and gas exploration vessels. Thepeomis part owned by Japanese investors but is
otherwise wholly Sri Lankan. The shipyard alsddsivessels for and supports the Sri Lankan Navy.
The company has 1,643 permanent staff and conggldrs.2 billion a year in wages alone to the local
economy.

The company has seen substantial growth (19 peroeh29 per cent year-on-year growth in ship repai
and shipbuilding from 2007 to 2008) and high lexafldomestic value addition (>60 per cent). Main
competitors are yards in India, Dubai, Bahrain aimgj&@ore. In terms of quality reputation, the CEO
places his company’s reputation among its customeia par with Singapore, but below the market
leader, Norway, for specialist oil industry vessel$iis means that that since starting in thisareot
2006 they have surpassed China, India, IndonesiMataysia. They believe that they are nearly able
match Norway on delivery time.

Local availability of calibration is essential teetbusiness model of the Dockyard and the totalaum
and also cost of services is growing substantighr on year as shown in Table 6. However, the mos
important factor is not cost but turn-around tiniealibration services. Here, the company complains
that it has difficulties to persuade ITI and SL&Work to strict schedules including weekends didags
(Sri Lanka has an exceptional number of publicdays, so this is important).

Source: Interviews conducted by evaluators

The ITI calibration prices are generally lower thihase in the region (Annex 6). But it is
not only the price argument that counts. When catlibg equipment abroad many other
additional charges such as packing/unpacking, togdnloading, transportation,
insurance, customs, bank commissions, processiagges etc. have to be considered.
There is also the case that in some instances reguipcannot be transported and has to
be calibrated on-site in the owner’s laboratoryjolvimeans that yet another type of fee
for transportation of personnel, DSA, hotel chargis will be involved. The time factor
will be another disadvantage from the point of vigiwhe clients.

A number of interviews were carried out with repmstives of major users of
calibration services. These interviews illustrdie impact as follows:

* Service sector client — The calibration of equiptriegis become a necessity mainly
after obtaining ISO 9001 certification. If the IfEcility was not available equipment
will have to be sent to Singapore. As this willdgensive it will not be possible do
all calibrations that are now presently done. Thedso the need for a quick service.
This will also not be possible if not for the ITI.
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Medical testing laboratories that are 1SO 15189redited or in the process of
implementing 1ISO 15189 said that, if the ITI fatgilivas not available, the equipment
agent would have to be requested to obtain califrdicilities. The cost through the
agent is extremely high and this would have haddopassed down to patients
seeking medical reports.

Accredited testing laboratory client — All equiprhexalibrations are obtained from
the ITI since the ITI Calibration lab is accrediteg an accreditation body that is a
signatory to ILAC MRA as this is a requirement bétaccreditation body, NABL,
India. In the case of autoclaves, there was a enoldince ITI is not accredited for
pressure but NABL agreed to accept ITI calibratiownl a time target has been set for
ITI to get accredited for pressure calibration.

Manufacturing sector client — Calibrations are fiezph mainly after ISO 9000
certification and presently this is obtained fromi.| If there was no accredited
calibration facility in the country, calibrationsowid have to be done by the Mother
Company in Italy which would be extremely expendiwethe local company with a
direct bearing on the profits.



VII

Impact at society level

Societal impact ranges at the highest level ofiitervention theory (Figure 1) and has
been defined by the evaluators for the purposhisfeivaluation as:

“Positive influences on better/more jobs; allewatiof poverty; improving gender
balance; environment; public health; and others”

Of course, it will not be possible to “attributelich impact to the UNIDO intervention —
even less so than attributing outcomes at loweicébdevels. However, possible routes
by which societal impact may have occurred cardeaetified and tested for plausibility.
Furthermore, possible “impact prohibitors” and “imap drivers” can be identified that the
project may, or may not, have tried to influenceider to increase impact.

7.1 Society impact of increased garment exports

The garment sector is the single most importantleyep in Sri Lanka’s manufacturing
sector. The most recent industrial survey statas émployment in the sector stood at
330,000 in 2004 representing about 30 per centasfufacturing employment (around 5
per cent of total employment). A major feature wipboyment in the sector is that 87 per
cent of employees are female. Although the bulkhalse are in the lower grades, the
garment sector provided employment opportunitigsaf@art of the female population
who traditionally had no access to industrial emplent at all.

Labour legislation ensures that wages are, at kbastretically, above the poverty line
although critics claim that “the minimum wage ire tApparel sector is among the lowest
in the Asian region (USD 56 per month) for an eigbtir working shift. In addition, the
government for the current year has frozen theonati minimum wage increases
recommended by the State wage fixing body. Thesaittons compel workers to
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perform exhaustive overtime hours on a regularsbasiorder to earn even a meager
income.”®

Quite clearly, there seems to be still ample roonmand also opportunities — for

improvement. As compared to other countries, theL8nka garment industry serves

relatively sophisticated markets that are driveninoyeasing buyer awareness of labour
and environmental standards. Positive impacts aeased trade on poverty alleviation
and on the environment are therefore more likelpdour in this sector than in others.
CSR initiatives of some of the bigger players iae 8ri Lanka garments industry such as
“Garments without Guilt” or the push for “greeninghe garments industry can be
considered strong “impact drivers”.

7.2 Society impact of increased tea exports

In the tea sector, a positive “trade poverty link"even less likely than for garment.
Employment in this sector is over one Million, inding direct and indirect employees.
The sector is important in its link with povertyjtivthe highest incidence of poverty
being found in the estate sector, where tea plantédkes place to a great extent.

Although wages in the tea sector were increasdolvislg industrial action in 2006, these

wages are still below the poverty line. As of 200 average daily wage earned in the
sector is Rs. 378 for men and Rs. 261 for womenbd& above the national poverty line

requires expenditure of above Rs. 2,924 per pgopsommonth as of April 2008. Thus, a

female headed household in the estate sector wilth fnembers including just one

provider, who works a full 30 days, would have a gapita income of Rs. 1,958, which

is clearly below the poverty line.

With regard to the potential impacts on gender ponerty, the tea sector has provided
livelihoods but not empowerment to the women wagkiim the sector. Like the garment
sector, tea provides substantial employment to worbet the bulk of it is very low
skilled employment with incomes much lower tharhia garment sector. The increasing
poverty in the estate sector between 2002 and B0&7idence that the poverty impact of
tea exports has not been positive, largely dueoto skilled workforce and political
dimensions of poverty (rights; influence; freedém)

This weak “trade poverty nexus” in the tea indussrpeing addressed by several “fair
trade” initiatives. The evaluators conducted a caady on one of the major players in
the fair trade segment, a German tea importer, wisi@lso a member of the European

® Friedrich Ebert Stiftung (2008); EU’s preferehfisade with Sri Lanka: Waste of Tax Money or
Modern Development Policy?
" OECD (2007); Promoting Pro-Poor Growth, Policy @uice for Donors

34



Fair Trade Association (EFTA). This importer ser@smany and other markets such as
Austria where consumers are prepared to pay a prerar fair production. The importer
is sourcing its tea from a specific micro-regiord ahere seems to be evidence that
poverty alleviation in this area is more advandeahtin other tea growing areas. The
intermediary company in Sri lanka takes also c&iienplementing the fair trade benefits
in the production area, such as health and schbaktructure.

However, “fair trade” tea represents only a minartf Sri Lanka’s tea exports. Most of
Sri Lanka’s tea exports are directed towards emgrgnarkets with limited consumer
awareness of labour and social issues. As faraass teoncerned, the poverty alleviation
impact of the UNIDO projects seems therefore tadiber limited. It may well be that
targeting efforts more towards promoting “fair teddea exports could have been a
possible “impact driver”.

7.3 Society impact of increased fish exports

As of 2004 there were 170,000 fishermen in Sri lear@d the fishing household
population is estimated at 612,000. Figures for528f: available (162,000 fishermen)
but are not an accurate reflection of the secta thuthe impact of the Tsunami in
December 2004.

Whilst official sectorwise poverty data is not dable, fishing communities have
traditionally been low income households. In 2002 ¢ was substantial levels of poverty
in areas where fish production was most promin€hé national average poverty head
count in 2002 was 22.7 per cent. Most recent ppwaata suggests that post tsunami
assistance has improved incomes in the Southest roparticular.

However poverty was less of a problem in the naditional fishing sector which caters
to the export market. The average crew member nmukti-day fishing boat (used for
exports) earned LKR 30,784 per month (in 2004) whe& substantially higher than the
average earnings of Rs. 5111 for a fishermen maditional boat. Both were higher than
the poverty line of Rs. 1526 (minimum per capita nthdy total consumption
expenditure) in 2004.

The available information and data allows to codeluhat increased fish export does
produce positive impact on jobs, income and povexdyction. lllegal and fraudulent fish
imports could be however a possible “impact prdabibi because in these cases is
sourced off-shore from trawlers of unknown nati@galThe industry is aware of this
issue and some of the major exporters have codtéice“Marine Stewards Council” to
develop a private certification mark and tracespilinitiative. Similar to parallel
initiatives in the garment and tea sector suchaives would have the potential to
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enhance the positive impact of trade capacity mglen poverty alleviation and on the
environment.

7.4 Society impact of calibration services

Calibration is a typical enabling function that ipeates the entire economic fabric. The
potential for society impact is therefore consitéaabut, in most cases, the causal chain
from calibration to society impact is even longed anore difficult to straighten out than
for product and process testing. From the inforamatiollected it becomes clear that the
UNIDO/NORAD intervention at the calibration labarat of ITI has been successful not
only from the point of view of the calibrations feamed for industry but also to meet the
requirements of the Sanitary and Phytosanitary Y8R8 the Technical Barriers to Trade
(TBT) agreements. In the absence of a functioniragiddal Metrology Institute, the
internationally recognized accreditation of the ldhoratory is significant in this context
because test reports from accredited laboratoges hecome mandatory in keeping with
the above mentioned agreements.

Calibration of medical testing equipment is a ocaih a relatively straightforward impact
chain from calibration to society impact (healt@alibration of medical equipment
contributes to the accuracy of medical analysiSrinLanka, although it would be more
difficult to demonstrate significant impact on timmprovement of the public health
system at large and in particular on those parteegystem that are serving the poor.

The case of the Colombo Dockyard described abdvstrates the crucial importance of
calibration services for industry, in particularr fthe more advanced manufacturing
companies that are competing on a global scalereTiseno industrialization without a

well functioning and internationally accreditedibedtion system.

Because UNIDO calibration intervention in Sri Larfi@s been with ITI and not with the
Measurement Units, Standards & Services DepartifMbiSSD) the projects evaluated
here did not have a significant impact on improvérgLanka’s Legal Metrology system.
From the point of view of a potential impact on pdy alleviation this is unfortunate
because it is widely recognized that improvememiseigal Metrology, in particular of its
outreach to rural areas and to the informal sectathe economy, bears considerable
potential for poverty impact. Theoretically, MUSSipuld have benefited from ITI
accreditation by sending equipment to ITI for cadiibpn. However, over the years,
MUSSD has not requested such services from ITI.
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VIII

Recommendations and lessons learned

This Impact Evaluation was conducted in parallethwihe Thematic Evaluation of
UNIDO activities in the area of SMTQ. Both evaleais were closely linked, with
findings and lessons learned being fed back botfswaa they emerged.

The Thematic Evaluation produced a comprehensiray af detailed recommendations
under the following nine headings:

a)

b)

d)

Needs driven and long-term project preparation:

UNIDO should develop and adopt a structured andejsth approach for SMTQ
project preparation. Processes for project preéjparshould be clearly defined
and consistently applied by all members of the Ti@Bnch across the entire
SMTQ portfolio.

Contribute to improved governance of National Quedystems:

Building on its comparative advantage as a “neubmaker”, its thematic
leadership and political weight, UNIDO should asgsvernments with reducing
systemic failures of National Quality Systems (eacl responsibilities;
duplications; frictions) by introducing more effe® governance/steering
structures and developing long-term “Master Pldos’NQS development.

Private sector involvement:
UNIDO should further develop its recent move tovsaadstronger involvement
of the private sector in SMTQ projects.

More comprehensive approach to capacity building eimnge management at
partner organizations:

UNIDO should adopt a more comprehensive and long-t@approach to
institutional strengthening that takes into accanganizational development and
change management principles and goes much begohdital training.
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e)

)

9)

h)

Regional and South-South cooperation:
UNIDO should further develop its leadership in stiating regional and South-
to-South cooperation

Enhance national ownership and decentralize projgaementation:

UNIDO should further develop its implementation tmagism, strengthen project
governance and project management structures amdlicate with other UN
Agencies

Good project management practice (RBM):

UNIDO as a whole should further improve its intérgaality control framework
and the TCB should develop its own internal medrasiand responsibilities to
ensure the consistent application of good projestagement practices across the
entire branch

Act as “One UNIDO” in TCB projects:

Clarify and streamline roles and functions of “dab$ive branches” and
overcome operational challenges between UNIDO ‘tsuibse branches” and
“service branches” through better integration o¥/i®e branches into the project
cycle at an earlier stage.

Dialogue with donors:

UNIDO should intensify its dialogue with the donoommunity and build
awareness among donors on a number of key findings emerge from the
thematic evaluation.

Because many recommendations of the Thematic Bi@tuare built on the findings of
the present Impact Evaluation it has been decitieti for conceptual and practical
reasons, the recommendations of the Impact Evaluatiill be followed up under
UNIDO “Management Response” mechanism for the Thienkavaluation.

However, it is worthwhile to retain the followingain lessons learned that emerged from
the impact evaluation:
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UNIDO has contributed to sustainable capacity kogdat the public testing
laboratories. The evaluation report offers a chetlof “sustainability assumptions”
that should be used in future interventions (exaamd during implementation) to
optimize the chances of such interventions to becsustainable.

The “public goods” argument is valid but not for @MTQ services and not under all
circumstances. In the case of Sri Lanka, UNIDO caypabuilding at the public
laboratories has led to a more competitive marketdsting services with positive
effects on the prices and quality of services. &eJaboratories (both in-house and



service providers) benefited indirectly. Futureementions should explore ways of
further increasing the benefits for private laborigis while watching very closely the
thin borderline between making markets for SMTQuieers work but not distorting
them.

SMTQ projects can make significant contributionspimverty reduction provided

such impact is dealt with as a priority during thesign and implementation of the
project. The target groups for expected povertyaichshould be clearly defined; sub-
sectors with a strong “trade poverty nexus” shduddgiven priority and potential

“impact drivers” should be identified, pursued andonitored throughout

implementation.

Methodological lessons

This impact evaluation generated considerable ilegreffects and has been one of
the pillars of the thematic evaluation of UNIDO SWTactivities. The explanatory

power of the “theory based” evaluation approach besn demonstrated for the
specific case of SMTQ capacity building projectbeTapproach should be further
pursued and refined under future UNIDO evaluations.
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Annex 1: Evaluation terms of reference

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION

TERMS OF REFERENCE

Independent Evaluation of UNIDO Projects in Sri Larka
in the area of
“Standards, Metrology, Testing and Quality”

I. BACKGROUND

In March 2008 the UNIDO Executive Board mandateel tHiNIDO Evaluation
Group (EVA) to carry out an independent thematialeation of UNIDO projects
and initiatives in the area of Standards, MetroJobgsting and Quality (SMTQ).
The thematic evaluation is to be carried out dutireg2008/2009 biennium and in
close cooperation with the UNIDO “Trade Capacityl@ng” (TCB) branch.

As part of this thematic evaluation Sri Lanka hagrb selected for an in-depth
impact evaluation because UNIDO has been provi@h Q related Technical

Assistance (TA) to Sri Lanka since the late 1980 impact evaluation will

cover the following eight UNIDO SMTQ projects radtto SMTQ, which have

been implemented between 1998 and 2008 and witbvarall budget of more

than 3.3 million USD. The bulk of this amount hasb funded by NORAD.

Project Title Budget (USD) Donor
TF/SRL/99/003 | STRENGTHENING CAPACITY IN QUALITY, 704,938 Norway
STANDARDIZATION AND TESTING IN SRI
LANKA
XP/SRL/99/049| INTEGRATED INDUSTRIAL DEVELOPMENT 127,052| Regular
SUPPORT PROGRAMME (QUALITY) Programme of
TC projects
(seed money)
UB/SRL/00/001| SUPPORT TO QUALITY, STANDARDIZATION 205,106| Unutilized
AND METROLOGY (NORAD COST SHARING) balance
TF/SRL/01/002 | TRADE FACILITATION SUPPORT FOR SRI 1,217,779| Norway
LANKA THROUGH THE DEVELOPMENT OF
TESTING LABORATORIES RELATED TO
INDUSTRIAL METROLOGY, RUBBER/PLASTIC
AND TEXTILE/APPAREL
US/SRL/01/108| SUPPORT IN LABORATORY ACCREDITATION, 320,709| Republic of
SRI LANKA Korea
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US/SRL/04/059| TRADE FACILIATION SUPPORT FOR SRI 176,991 UK IP funds
LANKA THROUGH THE DEVELOPMENT OF
TESTING LABORATORIES FOR THE FOOD
PROCESSING, CERAMIC AND COIR

INDUSTRIES

TFE/SRL/06/001 | PREPARATORY ASSISTANCE FOR THE EU 57,001 | Trust Fund
TRADE RELATED TECHNICAL ASSISTANCE Trade
(TRTA) PROJECT IN SRI LANKA

TE/SRL/06/004 | STRENGTHENING INTERNATIONAL 504,867 Norway

CERTIFICATION CAPACITY IN SRI LANKA
WITH PARTICULAR REFERENCE TO SOCIAL
ACCOUNTABILITY STANDARD (SA 8000) AND
FOOD SAFETY (HACCP/ISO 22000) STANDARD

Total 3.314.443

The main counterparts of the UNIDO projects wehe: Industrial Technology Institute
(ITh; the Sri Lanka Standards Institutes (SLShHe fTextile Training & Services Centre
(TTSC) and, more recently, the Chambers of Commarag Industry. Together with
these partners UNIDO intervened primarily in thiolwing SMTQ-related areas:

= upgrading and accreditation of laboratories agaii€t 17025 (chemical testing,
microbiology and plastic/rubber labs at ITI; cheati@and microbiology labs at
SLSI; textile testing lab at TTSC,;

= establishing the industrial metrology lab at ITldabuilding the capacity of the
Metrology and Instrumentation Division of the ITI;

= developing environmental management through estably ITI as a local ISO
14000 certification body, training of 20 local cattants as ISO 14000 auditors and
certification of 5 pilot companies;

= strengthening international certification capabilivith particular reference to
social accountability (SA 8000) and food safety 2P and ISO 22000).

[I. PURPOSE OF THE EVALUATION

The impact evaluation of the UNIDO SMTQ projectsSim Lanka will be a cornerstone of
the wider thematic evaluation of UNIDO SMTQ progeeind initiatives expected to cover
SMTQ projects in more than 20 countries. It is whtegic importance for the thematic
evaluation because it will allow, thanks to the towrous presence and involvement of
UNIDO in Sri Lanka, to adopt a relatively long-teparspective on the evolution of the
UNIDO approaches to SMTQ-related TA and, most irtgly, to assess the longer term
effects and impact of UNIDO interventions on Srhkan trade, industrial development and
economic growth.

. METHODOLOGY

This independent evaluation shall be conducteainptiance with the UNIDO evaluation
policy? It shall determine, as systematically and objetyias possible, the individual and

8 Available fromwww.unido.org
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combined relevance, effectiveness, impact and isabisty of the eight UNIDO projects
concerned.

The evaluation will concentrate on identifying asled results and to what extent these led
to developmental or long term effects. These wdlldssessed against the objectives and
expected outcomes laid down in the respective groflocuments, including the re-
examination of the relevance of the objectives ahthe project design. The evaluation
shall also address efficiency aspects such as raareag mechanisms applied (in particular
planning, monitoring, field coordination and selakiation) although the evaluation of
efficiency would not be at the core of the exereisd only covered for those aspects with a
strong learning potential for UNIDO.

The evaluation will apply the basic principle okéfistic evaluation™“Intervention +
Environment = Impact® This means that the evaluation must take into wtictactors
external to the UNIDO projects that may have ftatifid or impeded the achievement of
impact. To this end, the evaluation will have twéda closer look at Sri Lanka’'s trade
related policies, its National Quality System (N@8Y initiatives of the Government, other
donors and the private sector in fostering SMTQ. effort will be made to attribute
changes to UNIDO versus other actors.

Diagram 1 presents a stylized view of the mechasibgnwhich a NQS is supposed to
interact with the national economy, its inputs antputs and how it is supposed to create
impact. A NQS consists of five main componentsnagadization; metrology; testing;
certification of products and processes; accreditaDepending on the component the mix
of public and private players and the distributiétasks between them can be different. An
efficient interaction between public and privatelies determines the NQS'’s effectiveness
and efficiency. The NQS receives inputs (humanhrimal and financial resources;
technical assistance; political support; etc) wilile expectation that it should produce
outputs (services) for private and public sectarsisThe use of these outputs, in turn, is
then expected to produce impact of different forsich as export and GDP growth;
innovation through knowledge and technology flowd anproved environmental, sanitary
and social conditions. Assessing and, if possikegasuring this impact is at the centre of
interest of the present evaluation.

As for any other impact evaluation the question arise whether, to what extent and how
this impact can be attributed to UNIDO intervensioAlthough it is widely recognized that
it is often more realistic to identifyon4ribution rather thamt-tribution of impact to input it
will be part of the evaluation exercise to dematstithe plausibility of assumed causal
chains from input to impact and to differentiate,far as possible, UNIDO interventions
from other intervention¥. At the present state of knowledge it is not cledrether there
are non-beneficiary companies that could be usedratsol groups.

It will be crucial to define proper metrics (indioes and sources for verification) for the six
dimensions of the NQS shown in diagram 1: NQS sipNQS description; NQS outputs;
performance of industrial NQS users; performancenof-users and finally defining

appropriate impact metrics.

® Pawson, Ray and Tilley, Nick; Realistic evaioat 1997
101t seems that, in the case of Sri Lanka, UNID® dhelivered the bulk of SMTQ related TA, which wabul
facilitate attribution.
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The evaluation shall be carried out through analysevarious sources of information
including desk analysis, observation at the promtgs, surveys and interviews with
counterparts, beneficiaries, partner agencies, rdoapresentatives, project staff and
through the cross-validation of data. In keepinghvihe UNIDO evaluation policy and
while maintaining independence, the evaluation béllcarried out based on a participatory
approach, which will seek the views and assessméatsparties.

In the case of this evaluation, a strong participaeapproach is particularly required for two
reasons: mobilizing the necessary country know-fame conducting in-depth surveys
among the industrial users of SMTQ services inL8nka. Both requirements can only be
met by conducting the evaluation in close partriprglith a competent research institute in
Sri Lanka.

SMTQ projects aim at building, improving or consdaliing the “National Quality
System” (NQS) of developing countries. In this setisey come under the “comply”
heading of UNIDO thematic priority dfrade Capacity Building (TCB)at is structured
under three headings:

= Compete — Developing competitive manufacturing bdjpa
= Comply — Developing and promoting conformity witlarket requirements
= Connect — Enhancing connectivity to markets

Although focusing on the “comply” area, SMTQ prdgcannot be evaluated without
taking into account the “compete” and “connect’ eadp. The relevance of a SMTQ
project critically depends on the existence andveacinvolvement of competitive
companies, which are connected to export markedswdnch use a variety of services
produced by the NQS.

This means that the wider “compete” and “connesfiexts cannot be ignored. In fact,
impact can only be achieved as a result of a wadge and inter-connected efforts. The
evaluation shall therefore adopt a systemic evi@natpproach analyzing the availability
of critical functions of the NQS on which the redenee and effectiveness of the project
critically depends, although these functions andtrifoutions may be external to the
project.

In the case of Sri Lanka, as in many other cousittiee “compete” and “connect” aspects
have been tackled under UNIDO “Integrated Prografif®). The latest evaluation of the
IP Sri Lanka carried out in 2003 will therefore bee of the reference points for this
impact evaluation.

This impact evaluation will be methodologically teaging but also timely for UNIDO as
a whole and for the UNIDO Evaluation Group in gardr. While it should be recognized
that UNIDO does not yet have extensive practicpkernce with impact evaluations, the
UNIDO Executive Board has requested the UNIDO Eatadin Group to develop a
systematic approach and methodology for impactuetiains that should be adapted to the
specific TA delivery modes of UNIDO.

Impact evaluation is one of the priorities under ID@ 2008/2009 plan for the
further organization wide implementation of Res@ésed Management (RBM). A
solid foundation for developing UNIDO impact evalaa methodology has been
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laid by a study on“DEVELOPING A METHODOLOGY FOR IMPACT
EVALUATION AT UNIDO: POSSIBLE ROUTES AND OPTIONB#e findings
and recommendations of this study will be used amtnodological guidance for
this evaluation.

Furthermore, the limited practical experience ofIDA with conducting impact
evaluations shall be off-set through the involvemef a highly experienced
evaluator specializing in impact evaluation who Iwprovide state-of-the-art
methodologies and ensure methodological rigor.

Last but not least, the evaluation shall take adoount the conceptual framework that will
be developed as part of the thematic evaluatior ain purpose of the conceptual
framework is to ensure comparability of the analydindings and recommendations
across the different projects, covered by the thienezaluation.

The methodological pillars of the evaluation carsbemarized as follows:

Focus on impact evaluation;

Context based systemic evaluation approach;

Partnership with a national research institute;

Involvement of an impact evaluation specialist;

Comparability with other evaluations under the thdmevaluation.

IV. EVALUATION ISSUES

The impact evaluation of UNIDO SMTQ projects in Banka should cover the following
issues:!

1. Country needs analysigvhich trade flows (export; import; internal) depe
critically on SMTQ and on which aspect of it? Whalblic goods (health;
environment; consumer protection; working condisiogtc) depend critically on
which aspect of SMTQ? Are there significant boktielks to socio-economic
development that can be causally linked to defm&sof the NQS in Sri Lanka?
Can these drawbacks in socio-economic developnmeequantified? How did this
situation develop over time (1998 to 2008)?

2. Supply side analysisiow did the NQS of Sri Lanka develop between 18688
2008? What are its characteristics, strengths arakmesses to date (also
compared to similar countries)? How did governnmaiicy priorities related to
SMTQ develop? Are private sector priorities adeglyaBken into account? Do
public and private players develop their SMTQ sesisynergetically?

3. Demand analysidHow did the services and other outputs of the NQSri
Lanka develop between 1998 and 20087 How well teebIQS satisfy the
needs of industrial users? Which types of industisars are well served and

M N.B.: All questions refer to the NQS as a whatejuding public and private players.

44



10.

11.

12.

which less well? What are the outputs/services/dedd to the public sector?
How well are the needs of the public sector covered

Industrial outcomeln what respect and to what extent did industrgsrs of
NQS services and outputs improve their performahces

Outcome of public good$n what respect and to what extent did proviaérs
public goods improve their performances due toufeof NQS services and
outputs?

Input into the NQSHow has the input into the NQS of Sri Lanka depeld
between 1998 and 2008 in terms of resources; imargt technical assistance
and policy priorities?

UNIDO contribution What has been the UNIDO contribution to develgpime
NQS of Sri Lanka? Was it relevant, significantgeffve, efficient and well
coordinated? What has been the contribution duhagroject and has it been
up-scaled after the end of the project through destnation and dissemination?
Did the UNIDO intervention lead to sustainable stuowes and the achievement
of impact-oriented objectives?

Economic impactCan significant (positive or negative) impactexport, import
and internal trade of manufactured goods and on @iD®th be expected from
SMTQ development? To what extent can such impadeb@nstrated? To what
extent can this impact be attributed to UNIDO iaggttions?

Impact on innovationCan significant (positive or negative) impact on
innovation, knowledge and technology transfer heeeted from SMTQ
development? To what extent can such impact be dstnaded? To what extent
can this impact be attributed to UNIDO intervens@n

Environmental impactCan significant (positive or negative) environran
changes/impact be expected from SMTQ developmeot? significant is this
impact as compared to overall environmental chg#sf? To what extent can
such impact be demonstrated? To what extent carintipiact be attributed to
UNIDO interventions?

Impact on public healtiCan significant (positive or negative) impactparblic
health be expected from SMTQ development? To wktahe can such impact be
demonstrated? To what extent can this impact béwied to UNIDO
interventions?

Impact on working conditionsCan significant (positive or negative) impact on
industrial working conditions be expected from SMd€yelopment? To what
extent can such impact be demonstrated? To whemtesan this impact be
attributed to UNIDO interventions?
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13. Impact on povertyCan significant (positive or negative) impactpmverty be
expected from SMTQ development? What are the ppdémension¥
concerned (economic; socio-cultural; political; geive; human)? To what
extent can such impact be demonstrated? To whetesan this impact be
attributed to UNIDO interventions?

14. Impact on genderCan significant (positive or negative) impactgander be
expected from SMTQ development? To what extentscah impact be
demonstrated? To what extent can this impact béatied to UNIDO
interventions?

15. RecommendationdVhich recommendations can be made to the governaie
Sri Lanka for the further development of the NQS&mLanka? Which
recommendations can be made to UNIDO for the nmopact-oriented ongoing
or forthcoming UNIDO projects in Sri Lanka? Whidcommendations can be
made to NORAD?

16. Lessons learnedWhich lessons of wider applicability can be drawom the Sri
Lanka experience that would allow UNIDO to furthenhance impact of its
SMTQ related projects and programmes.

17. Country specificitiesCan the Sri Lanka experience be extrapolatedhero
countries? Can critical country specific successdrs be specified that should
be given priority when designing SMTQ interventidns

V. THE EVALUATION TEAM

The evaluation will be carried out by an independsternational evaluation consultant
specializing in impact evaluation (team leader),iraependent international evaluation
consultant specializing in SMTQ and a team of neeas from a specialized research
institute in Sri Lanka. None of the evaluators \uiive been involved in the design and/or
implementation of any of the covered projects.

The UNIDO Evaluation Group will manage the evaloatiand be responsible for the
guality control of the evaluation process and @& teport. A member of the UNIDO
evaluation group will participate as a member efeéfaluation mission. This person will be
responsible for the coordination with the overamghihematic evaluation, provide inputs
regarding findings, lessons learned and recommiemgatrom other UNIDO evaluations
and ensure the uptake of methodological impactuetiah experience by the UNIDO
Evaluation Group. The national expert who has beemtracted by UNIDO for the

supervision of SMTQ projects in the past will pailogistical and technical support to
the evaluation team.

12 DAC Guidelines; Promoting Pro-Poor Growth; Pol@yidance for Donors; OECD, 2007
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VI. MAIN TASKS, DELIVERABLES AND DELIVERY DATES

Tasks Deliverables Delivery
dates
Screening available Annotated bibliography and 09/2008
documentation extraction of key information from
available documents
Identification and selection of sub=  sub-contract with partner 09/2008
contractors institute in Sri Lanka

= sub-contracting of impact
evaluation specialist

= sub-contract of SMTQ
evaluation specialist

Elaboration of methodology and | Methodology and detailed workplan;11/2008
detailed work plan including sampling and questionnaires for
planning of surveys among surveys

beneficiaries and control groups;

Research on the National Quality Report 03/2009
System in Sri Lanka
(characteristics; inputs; outputs)
and its interaction with the
national economy (use of NQS
outputs; impact)

Execution of surveys among Report 03/2009
beneficiaries including, to the
extent possible, control groups of
non-beneficiaries

Preparation of field work Programme and interviaidglines| 03/2009
Evaluation mission to Sri Lanka Draft report 04/200
Presentation of preliminary Final report 05/2009

results; collection of feed-back
and integration into final report

VII. REPORTING

To discuss and validate its preliminary findings #valuation team will organize meetings
with the key stakeholders in the field and meehwitNIDO staff at HQ. It will prepare
and present its draft report to UNIDO and the dombe evaluation report will follow the
structure given in Annex 2. The reporting languagkbe English.

Review of the Draft Report: The draft report will be shared with the Projecridgers and
the project staff for initial review and consultati They may provide feedback on any
errors of fact and may highlight the significandesoch errors in any conclusions. The
consultation will also seek agreement on the figsliand recommendations. The evaluators
will take the comments into consideration when ariyg the final draft of the report,
which UNIDO will share with the government of Sranka and the donor. The final
version of the evaluation report will be submittBdweeks after the submission of
comments by the UNIDO Evaluation Group.
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Quality Assessment of the Evaluation Report: All UNIDO evaluations are subject to
guality assessments by the UNIDO Evaluation Grdine quality of the evaluation report
will be assessed and rated against the criteritoghtin the Checklist on evaluation report
quality in Annex 3.
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National Quality System: Stylized causal chain from

Resources
Investment
TA

Policy

NQS
input
metrics

National Quality System

(NQS)

e Standardization
* Metrology

» Testing
 Certification
Accreditation

NQS
description
metrics

NQS
Outputs

(

services):

Standards
Metrology
Testing
Certification

NQS
output
metrics

Industry

* Non users

User
performance
metrics

* NQS users

Non-user
performance
metrics

Public sector users
e Government

e Consumers

* Others

input to impact

\

Annex 1

ot )

Impact

Exports
Growth
Innovation
Wages
Poverty
Environment

Impact
metrics

49



Annex 2: Main project outputs

Outputs at SLSI

Equipment

Based on a capacity needs assessment a compw@rkeerver, computers, a printer, scanner,
photocopier and a duplicator required for a modéamagement Information System (MIS) were
purchased and installed

The equipment received was of approximate value BS5D00

Staff Training
Laboratory staff were trained by international adtents (Annex 7) on the following:

Development of quality manuals, procedure mandafs, method manuals and usage of control
charts and media quality control for microbiolodianalysis

Implementation of the laboratory QMS in conforntibythe ISO 17025 standard

3 officers undertook a study tour through which averview of laboratory accreditation was
obtained

The staff received advisory support from internaioconsultants for corporate planning and
MIS development

Management System
The MIS was upgraded (particularly to improve testord keeping) subsequent to establishing a
Local Area Network (LAN)

A centralized system (DOCSERVER) was establishethd¢ditate sharing of information and
resources amongst the different divisions of tistitine.

Credibility (Accreditation)
Quality manuals were developed for the implemeotatdf the QMS in the chemical and
microbiological laboratories to meet the requiretadar accreditation to ISO 17025.

The chemical testing laboratory was accredited $© 117025 by SWEDAC for specific
parameters in fertilizer and water in 2002

The microbiological testing laboratory was accredlito 1ISO 17025 by SWEDAC for specific
parameters in water, food and beverages in 2002xfended scope was accredited in 2006

Financial support for accreditation fees to SWEDAG costs of SWEDAC assessors were
received for the chemical and microbiological lattories for 2002, 2003 and 2004

Financial support was received for participationréeognized proficiency testing programmes
organized by international agencies till 2004.
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Credibility (Certification)

Staff of the Quality Systems Certification divisiaras trained to implement the QMS required
for accreditation to ISO Guide 62 “General requieahs for bodies operating assessment and
certification/registration of quality systems?

16 officers were trained by lead auditors from RWTOn the 1ISO 14001, ISO EMS auditor
scheme. This included a lead auditor training angractical audit course. The auditors also
obtained practical training so that they can regias lead auditors

Outputs at ITI

Equipment

Based on a capacity needs assessment laboratapyre was procured for carrying out testing
within the identified scope and installed and cossigined in the chemical and microbiological
laboratories.

Based on a capacity needs assessment laboratdpmet was procured for carrying out mass
and temperature calibrations and installed and dssiomed in the metrology laboratory.

Laboratory equipment was procured for upgradinglifiegs for carrying out dimensional,
electrical, pressure and volumetric and installedi @@mmissioned in the metrology laboratory.

Accessories and spares were obtained for the eguiprimstalled in the chemical testing
laboratory.

Laboratory equipment required to upgrade the festirtg laboratory was procured installed and
commissioned for carrying out testing within theritlified scope.

Laboratory equipment and ISO standards requiragpbggrade the rubber testing laboratory was
procured, installed and commissioned for carryiagtesting within the identified scope.

A sophisticated central environmental control syst® achieve the required temperature and
humidity conditions acceptable to internationalelevin the mass, electrical pressure volumetric,
temperature and dimensional laboratories was paechand installed in the metrology laboratory

Computer accessories and peripherals and a mulémejector required for promotional
activities were received

The equipment received was of approximate value USIMn and the central environmental
control system purchased locally was of approximmatae LKR 10Mn

Staff Training
Laboratory staff were trained by national and Inédional consultants (Annex 7) on the
following:

- Development of quality manuals, procedure manuelst, method manuals and usage of
control charts and media quality control for midodbgical analysis

- Calibration procedures and uncertainty calculatiarealibration methods

13 SLS| was subsequently accredited to ISO GuiddgRVA, the Dutch Accreditation Council, the acfitation
body, independently of the UNIDO intervention

51



- Implementation of the QMS in conformity to the I$EZ 17025 for international
accreditation

In the area of chemical and microbiological ana\sbfficers received training
In the area of food analysis 3 officers receivaihing

In the area of metrology 8 officers received tnagnand 2 officers undertook a study tour (Annex
8)

In the area of rubber testing 5 officers receivemining and 1 officer undertook a study tour
(Annex 8)

1 officer received training in Financial Management

A national consultant provided guidance to thefdtafenhancing the service capabilities of the
accredited laboratories to ensure that the fadlihat were strengthened are utilized to the
maximum, enable the laboratories to maintain fifgnstability through adequate fund
management, enhance corporate governance and plgweloedures for a viable performance
based incentive scheme to ensure staff commitment.

Management System
The service capability of the institute was enhdrfmgimplementation of the following:

- Costing and cost control systems and pricing pesici

- Budget decentralization and monitoring and contrglgroup budgets

- Procedures for approval of research projects/mgiand capital expedition
- Systems and procedures for support service groups

- Restructuring plan for institute

- Performance based incentive scheme

A Management Information System (MIS) was receif@dthe Metrology Laboratory for client
related activities, generation of calibration dexdites and all types of management reports

Credibility (Accreditation)
Quality manuals were developed for the implemeotatdf the QMS in the chemical and
microbiological laboratories to meet the requiretadar accreditation to ISO 17025.

The chemical testing laboratory was accredited $© 117025 by SWEDAC for specific
parameters in water, waste water including heaval®@nd pesticide residues in 2002

The microbiological testing laboratory was accredlito 1ISO 17025 by SWEDAC for specific
parameters in water, waste water, fish and shimgQ02

The food testing laboratory was accredited to 1IS025 by SWEDAC for specific parameters in
fish, seafood and vitamins in 2007

The metrology laboratory was accredited to ISO 5762 SWEDAC for temperature and mass
calibrations in 2004 and dimension, volumetric atettrical in 2007.

The rubber laboratory was accredited to ISO 17025SWEDAC for specific parameters in
rubber and rubber based products in 2007.
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Financial support (for accreditation fees to SWEDA® costs of SWEDAC assessors) were
received for the chemical and microbiological latories in 2002, 2003 and 2004

Financial support (for accreditation fees to SWEDA® costs of SWEDAC assessors) were
received for the metrology laboratory in 2004 afa&

Financial support (for accreditation fees to SWEDA® costs of SWEDAC assessors) were
received for the rubber laboratory in 2006

Financial support was received for participationréeognized proficiency testing programmes
organized by international agencies till 2004.fbemical and microbiological laboratories and
till 2006 for food and rubber testing laboratories.

Financial support was received for procurement GfC& cultures for the microbiological
laboratory, 1ISO standards for the rubber laboratmyg quality control material for the food
laboratory.

3 promotional videos on ‘Metrology for industriakevklopment’ targeted for industry and
exporters, ‘Marketing globally’ targeted at Intetinaal development agencies, the GOSL and
donor agencies and ‘Introduction to metrology aalibcation’ for Universities and schools were
produced and made available

Credibility (Certification)

4 officers were trained by lead auditors from RWTWW the 1ISO 14001, ISO EMS auditor
scheme. This included a lead auditor training angractical audit course. The auditors also
obtained practical training so that they can regias lead auditors

4 officers were provided training for the provisiohiconsultancy services to implement the QMS
necessary for certification to 1ISO 14001

Outputs at TTSC

Equipment
Laboratory equipment based on a capacity needssameat for carrying out testing within the
identified scope.was procured for the Textile tegtaboratory.

Equipment required for in house calibration adtgtwere identified and procured.

The equipment received was of approximate value 5BD0

Staff Training
Laboratory staff were trained by National and In&tional consultants (Annex 7) on the
following:

Development of quality manuals, procedure mandafs, method manuals and usage of control
charts and inter- laboratory correlation methods.

Implementation of the QMS in conformity to the 188X 17025:2005 standard

Use of metrological facilities for in house calitiom of measuring equipment and estimation of
uncertainty.

Operation and maintenance of measuring equipment
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Implementation of an appropriate communicationeystvithin the laboratory to maintain 1ISO
17025 QMS

Management System
No outputs with respect to Management systems.

Credibility (Accreditation)
Quality manuals were developed for the implemeniatif the QMS in the laboratory to meet the
requirements for accreditation to ISO 17025.

The laboratory was accredited to ISO 17025 by SWED@ 14 parameters in fabric in 2002.

Financial support for SWEDAC assessors and aceatatit fees to SWEDAC for the period
2002/2003 was received

Nature of investment SLSI (USD) ITI (USD) TTSC (UB)
International consultants 70,000 154,454 -
Sub-contract 50,000 309,364 15,000
Training & Study tours 7,065 186,072 -

Equipment 37,065 1,543,482 5,000
Total 164,130 2,193,372 20,000

(Adopted from figures received from National Proj€o-ordinator, UNIDO Focal Point)

Note:

In the figures that were received a total subcaentiigure of 374,364 USD was allocated to the
ITI. On a second look at this figure, it seems igh for ITI. On an assumption that this figure
comprise of fees paid to national experts, SWEDACreditation fees, MIS (only for ITI),
support for proficiency testing, procurement ofterds, standards, quality control material, and
production of promotional material (ITI only) ansased allocation of 50,000USD has been
made to SLSI and a total of 15,000USD to TTSC.sEhiigures were arrived at taking into
consideration the SWEDAC accreditation fees forléiloratories, the number of years for which
accreditation was supported, assistance providenkfional experts, proficiency testing etc.
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Annex 3: Checklist of “sustainability assumptions”

1. Equipment:
1.1. Appropriate laboratory infrastructure (air conditilmg, uninterrupted electricity)
1.2. Availability of budget for maintaining climate cootled Metrology laboratories
1.3. Availability of necessary chemicals and standacdptimum usage
1.4. Availability of repair and maintenance service (manance budget; spare parts;
manufacturer of equipment represented in the cguimthouse is preferable)
1.5. Forward budget for purchase of new equipment @m B0 years)

2. Staff:

2.1. Staff with appropriate skills level is availabledasufficient training opportunities
and funds for staff development exist (what aboafgssional associations —
doesn't the Sri Lanka laboratory association offgoortunities for staff mobility
and training that could be relevant?)

2.2. Appropriate remuneration package (as public sersétary package is usually
low, allowances as fitting to be built in for staétention and motivation)

2.3.Formalized annual increment and promotional schémescourage performers;

2.4. An operational Performance based incentive schereadure staff commitment

2.5. Suitable succession plan in place to ensure thet isainhindered due to
possible movement of trained and qualified staff

3. Management/governance:

3.1.Laboratory Managers have suitable knowledge andréxpce to maintain the
Quality system as per requirements of ISO/IEC 17025

3.2. Quality concept leveraged across entire organizgacseparate Quality
Assurance Department is a catalytic factor)

3.3.Laboratories operating as independent units wiirnass oriented devolved
budgets (income/expenditure) and as profit cerfifegncial sustainability)

3.4.Costing methods and pricing strategy in place éovises whilst being
competitive

3.5. Dependence on income from mandatory requiremergssed by Government
(eg. testing of uniform material supplied to goweent institutions from local
textile manufacturers is presently mandatory aimgsrin 50 per cent of Income
of TTSC)

3.6. Laboratories able to meet changing demands of rhptiee (enhanced business)

3.7. A strategic orientation of the organization towaectient needs

4. Accreditation:

4.1. Scope of accreditation and scope expansion diresldyed to needs of country

4.2.Budget for annual renewal of accreditation statiik imternationally recognized
accreditation body with MRA (Institute commitmestrequired to bear at least a
part of the fees with the other part being posdilagne by the laboratory itself)

4.3.Budget for other recurring expenses that are mang&r maintaining
accreditation status (eg. proficiency testing, dtaids, metrology traceability)

4.4.Budget for staff training for scope expansion
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The assumptions above were used as a check frl@ss:
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1.

2.

Met - All assumptions marked as "Met" demonstrate thaittganization has
fulfilled an assumed sustainability need.

Needs work- An assumption that is marked as "Needs Work'igsghat work
has been done towards achieving this assumptianofganization is aware of
the need and is working towards attaining it.

Not addressed- Can mean a) assumption is not applicable tondr@agement
operations of the organization b) the organizaitsonot sure of the need to meet
this assumption and c) the organization has not inoetis working on this
assumption presently, but may address it in the@déuwhether it is a), b) or c)
needs to be spelled out clearly) OK



Annex 4: Status of public and private testing labo

Public Sector Testing Laboratories

ratories

Laboratory Scope of testing QMS Comments
SLSI Chemical & microbiological ISO 17025 | SWEDAC (2002) & SLAB (2007)
analysis of food, water, fertilizer accredited for selected paramete
oils & fats etc.
Material, electrical & textile Not accredited
ITI Chemical & microbiological ISO 17025 SWEDAC (2002) & SLAB (2006)
analysis of food, spices, water, accredited for selected paramete
waste water, fertilizer, oils & fatg
etc.
Residue analysis SWEDAC (2002) & SLAB (2006)
accredited for pesticide residues,
trace metals and Histamine (2006
Material SWEDAC (2006) & SLAB (2006)
accredited for rubber product
testing & ceramic & porcelain
ware (SLAB 2007)
TTSC Textile (fabric) ISO 17025 SWEDAC (2002) NAR2005)
accredited
Atomic Energy Nuclear analytical testing ISO 17025 SLAB (2006) accredited
Authority
Elemental analysis by XRF Not accredited
Government Food, forensic & toxicological | QMS not Not accredited
analyst analysis established
Medical Research| Microbiological analysis of food,, QMS not Not accredited
Institute water & other clinical analysis | established
Department of Chemical & microbiological QMS not Not accredited
Health services analysis of food & water established
(NHSI)
Drug Quality Analysis of drugs QMS not Not accredited
Assurance established
City Analyst Chemical & microbiological QMS not Not accredited
analysis of food & water established
NARA Chemical & microbiological ISO 17025 SLAB accredited for
analysis of fish & water microbiological analysis only
(2006)
Residue analysis (Histamine, Not accredited
trace metals)
Veterinary Chemical analysis of animal QMS being Not accredited

Research Institute

feeds, microbiological analysis §
clinical analysis

¢ implemented

Faculty of
Veterinary
Science

Antibiotic residue analysis of fisk

n  QMS being
implemented

Not accredited
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Private Sector testing laboratories

Laboratory Products tested QMS Comments
SGS Food, spices, water, tea, ISO 17025 | NABL (2005) and SLAB
fertilizer, edible oils, (2007) accredited for selected
garments, textiles, petroleum parameters (chemical &
products.etc. microbiological & residue
analysis). Affiliate of the SGS
global network

Bamber & Food, spices, water, ISO 17025 | SLAB (2008) accredited for

Bruce fertilizer, edible oils etc. selected parameters (chemical
& microbiological & residue
analysis)

Lindel Water & waste water ISO 17025 SLAB (20@8kredited for
selected parameters (chemical
analysis)

Microchem Food & water ISO 17025 SLAB (2009) &dlited for
selected parameters (chemical
& microbiological analysis)

Intertek Spices, water, tea, edible | Sri Lanka location of a global network offering

oils, coir, ceramics, testing, inspection and consulting services
desiccated coconut,
feedstocks etc.

BVCPS Textiles & accessories Sri Lanka locatioa giobal network offering
a range of services of which one is testing and
analysis

LACE accredited textile laboratories
Sri Lanka Brand Owners and buyers
In-house BHS Ethel | Home- | Adams | Boden| Matalan TU Tesco
Laboratories Austin | base Childrens-
wear
TTSC N v v v v v v
BVCPS |+ v v v v v N
SGS Not accredited
Hayleys |+ N N N
Hela clothing| v N N
Ocean Lanka N N N
Slimline | v v
Stretchline | v N
Textured |+ N
Jersey
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Annex 5: International outreach

Year Country Organization Trainees No. chp_e of Outcome
Training
Training
2005 | Pakistan Pakistan Standards &| Director, 3 Laboratory Accredited
Quality Control Deputy quality by NA
Authority (PSQCA), Director and management
Karachi Examiner with special
2005 | Pakistan Marine Fisheries 2 | reference to Accredited
Department (MFD), Laboratory microbiological | by NA
Karachi personnel analysis of
Pakistan Council for 2 | water and fish.
Scientific & Industrial
Research (PCSIR),
Karachi
PCSIR, Lahore 1
2005 | Cambodia Department of 3 | Industrial
Metrology (DOM), Metrology and
Phnom Penh Laboratory Management of Preparing for
2005 | Laos PDR Department of personnel 2 Metrology Accreditation
Intellectual Property, Laboratory
Standards and
Metrology (STEA),
Vientiane
2006 | Pakistan National Agricultural 2 Accredited
Research Centre Laboratory by NA
(NARC), Islamabad personnel Laboratory
National Water Quality 2 quality
Laboratory (NWQL), management
Islamabad with special
Pakistan Council for 1 | reference to
Scientific & Industrial microbiological
Research (PCSIR), analysis of
Lahore water and fish.
2006 | Vietnam Directorate for 2 Accredited
Standards & Quality, by NA
Quality Assurance & Laboratory (ASEAN
Testing (QUATEST), personnel microbiology
Ho Chi Ming City reference
laboratory)
National Fisheries 1 Accredited
Quiality Assurance & by NA
Veterinary Directorate
(NAFIQAVED),
Ha Noi City
2007 | Pakistan Pakistan Standards & | Laboratory 2 Accredited
Quality Control personnel by NA
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Scope of

Year Country Organization Trainees No. L Outcome
Training
Training
Authority (PSQCA),
Karachi
2009 | Ghana Food & Drugs Board | Laboratory 04 | Laboratory GSB
and personnel QMS and accredited by
Ghana Standards microbiological | DACH
Board (GSB) analysis of
water and food
2009 | Bangladesh| Bangladesh StandardsDirectorand | 04 | Laboratory Preparing for
& Testing Institute Metrologists QMS & Accreditation
maintaining
traceability
Consultancy
2005 | Vietnam S. A. Silva & Sons, BenLaboratory Quality Successful
Tre personnel assurance in | Inter-
microbiological comparison
analysis _study \.Nlth
importing
company
(Mars, UK)
2007 | Pakistan Marine Fisheries Laboratory Laboratory Accredited
Department (MFD), personnel QMS & by NA
Karachi histamine
analysis
2009 | Bangladesh| Department of Fisherles Laboratory Meeting EU Preparing for
personnel and requ_irements Accreditation
UNIDO Project co- for fishery
. exports
coordinator
On — site Calibration services
Year Country Organization Equipment Outcome
calibrated
2008 | Maldives Food and Drug Authority Ovens, Fulfillment of
incubators, requirement
autoclaves, for upgrading
balances, wate .to :

' international
baths and status as per
refrigerators. | |SO/IEC

2008 | Pakistan Qarshi Research International (Rdt) L Precision 17025
balances
2009 | Pakistan PCSIR (Lahore & Karachi), PSGCA (Kha | Balances Maintenance

Leather Research Centre (Karachi), Grain

Quality Testing Laboratory (Karachi &

Islamabad), Marine Fisheries Department
(Karachi), Leather product & Development

Institute (Sialkot) & National Technical

University (Faisalabad)

of traceability
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Annex 6: Survey of prices for testing services

1. CHEMICAL & MICROBIOLOGY

Lab 1 Lab 2 Lab 3 Lab 4 Lab 5 Lab 6 Lab 7
ITI Sri India India | Malaysia | Singapore | Singapore
Test Sri Lanka
Lanka
usD uUsD uUsD usD usD uUsD uUsD
(LKR) (LKR) (MYR) (SGD)
Melamine in milk 174 130 130 250 241 300 205
powder/milk based| (20,000)| (15,000) (850) (300)
products
Sudan colours in 35 48 50 - 170 200 164
spices and related | (4,000) | (5,500) (600) (240)
products
Histamine in Fish 30 36 30 - 71 65 55
(3,500) | (4,140) (250) (80)
E.coli and Coliform 20 17 24 - 28 40 27
count in Drinking (2,300) | (1,900) (100) (40)
water
Vitamin A in Food 35 - 51 135 123
(4,000) (180) (180)
Vitamin E in Food 35 - 51 200 164
(4,000) (180) (240)
(both)
61 53 60
(7,000) | (6,050)
Other 12per 12per - - 7per cent
cent cent VAT GST
VAT

All Labs have been granted internationally recogdiAccreditation
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2. CALIBRATION

Equipment Lab 1 ITI, Lab 2 Lab 3 Lab 4 Lab 5
Sri Lanka Sri Lanka Malaysia Singapore Hong Kong
uUsD uUsD uUsD usD usD
(LKR) (LKR) (SGD) (HKD)
Performance test 30 24 85 i
on Water bath (3400) (2810)
Vernier caliper 19 i 75 51 263
(up to 150m) (2200) (75) (2040)
. 15
Test Sieves (1750) - NQ -
Pressure gauge 0 25 26 120 i 422
— 100 bar (2900) (3000) (3270)
Micrometer (out 19 i 20 68 263
side) 0-25mm (2200) (100) (2040)
Performance test
36 27
of Incubator (3 85 -
point) (4100) (3075)
Administrative
Other 125(:Tcent 12per cent VAT - charges
80/consignment

Lab 2 — Not Accredited

Lab 3 & Lab 4 are National Metrology Centres

NQ — NOT QUOTED

3. RUBBER & FOOTWEAR (No major competitors in Sri Lanka)

Test Lab 1 ITI, Sri Lab 2

Lanka Malaysia
uUsD usD
(LKR)

IRHD Hardness/Shore A Hardness 13 12
(1500)

Tensile & Elongation 22 18
(2500)

Sole Adhesion 13 25
(1500)

Abrasion 22 18
(2500)

Density 13 12
(1500)

Compression set (at 1%0) 30 18
(3500)

Additional 12per cent VAT 70

Additional for preparation - 25 MYR
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