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A Study of the Survival of Specialized Leasing Companies in
Sri Lanka

Nihal S. K. Weerapana

ABSTRACT

Leasing industry in Sri Lanka commenced its operation during 1977 under the open
economic policy . Initially the industry consist of three specialized leasing companies .
The demand for leasing as a medium term source of finance was increased with the
economic development of the country. Today 76 lending institutions have registered
with Central Bank to offer the same product to establish , medium and small scale

customers.

The lending institutions in the leasing industry are belongs to four categories such as
specialized leasing companies(SLC) , registered finance companies(RFC) , licensed
commercial banks (LCB) and licensed saving banks (LSB). There are 20 SLC’S in the
market on competition with finance companies , savings banks and commercial banks
in the industry. These four types of institutions are having different levels of
resources to carry out business. The competition is increasing in the leasing industry
due to the demand for the product . The specialized leasing companies are lacking
with the main resource of funding. These SLC are facing a problem of surviving in
the industry and the objective of this study is to analyze the factors affecting the

survival of SLC .
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The leasing industry will depend on four pillars such as regulator, legal aspects. tax
aspects and financial accounting & depreciation policy . The cost of funds of said 76
lending Institutions are at different levels and competing with each other to hold their
market share. The demand for leasing product is increasing since the product reduce
capital expenditure of any organization / individual and preserve credit lines
available for other purposes . Leasing offer 100% finance without considering the
asset value and also product reduce the effect of inflation because of fixed rentals .
The methodology that used in the study are survey based study to gather information
from customers and managers through questionnaires and interview based study to get
the views of regulator of the industry , Director of non bank supervision of Central
Bank of Sri Lanka and two Chief Executive Officers of SLC’S. The cross sectional
study has been done on various layers of parties involved in the industry such as
customers ,managers, Chief Executive Officers, and Director of non bank supervision of
Central Bank of Sri Lanka to find the factors such as depreciation policy of leasing
product, amendment to the leasing act ,cost of funds of SLC . NPA level, profitability,

EPS and .ROE have an impact on survival of SLC’S.
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