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ORG/N1Z/eTO0 SUD LU THISTR TION G THDULS LOCERVICH. 1o GRYLOH

The present report is one in o series of thirty-four country stviles
in .s8ia, frica und lutin Smerica, which atiaapt to identily thouo public
and semi-public inubitutions irportant to the organizotlion and rdninistration
of industrizl develouient, This 18 not & study of the substantive uspects
of the economy of Ceylon, but rather a review of the Institutione) fromework
for industrial developmen*,

The study was urdcerticken by the Centre for Indusiriazl Develcopucnt after
endorsement of this programme by the Committee for lndustrisl Development
during its fifth session in May 1565, ' 3

To ensure scme measure of uniformity in ihe country reports, the Centre.
for Industrial Development Buggested a general ocutline for the use of the
consultants responsible for the country reports, In accordance with these
guidelines, the Ceylon report follows a functional breakdown of the
institutions involved in ircustrial development, namely: (a) Objectives;
(b) Planning; (c) Research and Standardization; (d) Prorotion and
Development; (e) Public Industrial Enterprises; (f) Finance; (g) Manpower
ard Training; (h) Extension Services, and (i) Legal ani Regulatory
Provisions,

This report hus been prepared with the assist:nce of Dr. Kemper Vv,
Merriam, who conductel the study in Ceylon in October 1965, a8 a consultant
to the Centre for Industrial Development.,
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1. ihe econary of Ceylon is based on the cultlvition of throe cwjor Cropng
e, rutber and coconuts along with thoir associetea nrocencing for ¢ i,
The aount of fertilelud beinz brought uncer culiivation is limited rora
alternative reans nust be found for obsorbing e proxinately 125,000 co Stionel
persons in the lebour force annually, and to raise ner capiva incore 1o ((7
rupcer¥ per annur--the rrojected ar-unt envisapcd in the fen-Year Plen of 14650,
2. 4 stated plen goul is Lo incrcese the contribution of industry v Ceylon's
natioral inccue from 13 per cent (15€1) to 23.5 ver ceat in 1668; while
decreasing sinultunecusly the proportion (30 per cent) of national income
spent on the import of focdstuffs and consumer pocds,

3. The country's econcmic objectives may be surnarized as follows:

(a) Increused cutput of major crops through improvements in productivity
and the develorment of the pattern of agriculture to be less wvule
nerable to world rarket fluctuations;

(b) Reduction of imports of essential focdstuffs by both extending the
acreere devoted to rice and other food crops and the increase of
output through cultivation of higher yielding sireins, the inrroves
ment of agricultural methcde and processes and the development of
irrigation facilities;

(¢) Rapid develornent of industries to supply local reguirements of
conswier goeds, thus reducing imports, ‘

b, The chief cbstacles in the way of achieving these objectives are einilar
to those that hinder develorment in the developing countries; a shortage of
capital, low per capita income, a large surnlus in relation to the pouulation
vhich is either under-ermoloyed or unemployed, & very acute shortage of manure-
ment and teehnieal skills, and nmodest natural rescurces,

', ubli vate Sectors of Indusiry, It 48 the intention of the
Covernment to raise ané sustain th%e rate a%‘ graﬁth of mational incone as
rapidly as possible, The policy of the Govermment i{s to enter the field of
industrial develosment in order to exand output and employment, The Governe
ment has, in fact, done so and has taken the responsibility for industrial

* (14,3 rupecs to one U,S, dollar)

-l-



crovih din U coonomy by Inttiatd o th pador o0 winor jnovedries 1o o100 nt
years, It has adeo given dmpetus to mall scele und cottape {ndustric viere
the alsorption of lavour is high,

€. The putlic sector iirv; uctries proporamme rofers broaudly o whree cutsn, ories
of Industris) activity, !.Ihc first category releics to activities cerricd cut
by the Dinistry of Industry ang irherics in the {iclds of: hardaboard,
industriel cotates, national small scale fndustiies, iron und steel, corent,
national texiiles, ceranics, leather gocds, paer, mincral sands y Tertilivers,
tyres and tubes, flour, hurdvare and srmall tocls, bricks y theuicals, olic and
fats, plywocd, salt and others., The second catepory consists of those for
which provision has been made in other ministries such as the ccndensed rniln
and spray drying projects of the linistry of Agriculture, end the third
compriace the industries caerried out Ly the Cal Cya Board,

7.  The Government hae rvn into some problems in its efforts to spee .%c
industrislization programmc enviseged in 1958, These include the failure of
actunl investment to rice to expected levels and the shortage of managericl
personnel, the difficulty of determining prioritics for government inveetment
to ensupre that the cholce made would bring increased production, goed profits,
provide employment and save foreign exchange comprared with other possibilities
available,

8. The Goverment attaches great importance to its activities concerning
the private sector, There ere many industrial ficlds in vhich private enter-
prise couid profitably perticirate, Recent import restrictions have tended to
give some impetus to the growth of industries in the private sector and there
is evidence shoving that man; articles vhich canmnot be imported are ncv being
produced locally. The trend is being encouraged by many incentives which are
being introduced by the Govermment in favour of the private scctor, tut it is
the opinion of the Government that a betier response could be obtained if




9o lagkoron i F Jotustodol Develoe ent. In Ceylon, "medern® dndustey os
such 1o of rooord arigin, Althourt sore existing frdustrics cormenced the ir
corri rodal operations as far back an the lete 19th century, the quest or o1
oyl the founotion for o broad=-based Industrisl stiructurce wac token un
follouineg Yorld Ver 1 aad rore intennively after Ceylon pained indeperdeoic
froam colonial 1ule,

10,  /flthcugh clircusstancen Lernd.d to faveur greatly the forturnes of Ceylonts
export crops, vith the onset of the second Vorld Var, there vas a sericus
shortage of cssertial commcdities, purticularly focd and manufuctured gocds
which had hitherto been imported, The Government was, thercfore, obliged to
take the followings nmeasures:

(v) Promote the cultivation of food crops on a systematic basls either
in direct State farms or by compuls.ry measures on larre-scale
plantatiions;

(v) Adopt measures to set up a system of State financed end supervised
Co~cpexative stores;

(c) Organize food subsidiras, rationing, price controls and compulsory
deliverics,

(a) Organize, where poeeible, & number of industries in order to make
avallable at leasi a fair proportion of the essential commodities,

1l. There measures created the initial push which resulted in the adoption

of & series of concerted end concrete measures in the direction of planning.
On the basie of surveys carried out prior to 1939, a "rough plan” wes drawn up
for the estebliskment of several factories largely designed to utilize irdigen-
ocus raw nateriels, tut without commitrent to heavy capital expenditure on
cemplicated machinery and equipment, The following factories were set up
Wequently: ‘

() Plywocd and Saw Mill Faciory

(b) Steel~Rolling Mill

(c) Leather Factory and Tunnery

(4) Quinine and Drugs Factory

(e) Coir Yarn Factory (Coconut Fibre)




(.

() Ceramict Fuctory

(6) Acetic Acid Factory

(h) Glaes Fuclory

(i) semi-mecherdzed Paper Factory
12. These factories were estal. ished under the Depariment of Industries
functioning with the Ministry «f Commerce and Trade, The importarce of these
industrics lay not cnly in the Tact that a beginning had peen rade for a
modicum of planned thinking on industrial development, but aileo, and more
significantly, in the fact that it did emphagize the increasing role which Lhe
Government had to play in the field of industrisl Investment if ihe recommeada-
tione of the Select Cemmittee on Industry (1946) were to be implemented, It
also meant the setting up of the neceesary institutions within the Department
of Industries, the traini~g of adequate ekills for these institutions end the
establishment of a scientific laboratory for conducting research and organizing
pilot projects for the purpose of building up data on the technical and .
economic feasibility of industrial projects., It was also during this pericd
that a eeparate Planning Division was set up within the Department of Industries
to handle these activities,
. 13+ The most important messure taken by the Government immediately after the
var vae the setting up of the Planning Secrefariat. Industry, however, did
not g8 yet receive important consideration, Bmphesis wes placed on increased
food production and agriculture rather than on industry which it was hoped
could te advantageously developed through the autoncmous operation of the
market mechanism, For the period of 19541960 the Government planned the
setting up of six new factories, On the whole, however, the policy of the
Government did not place much emphasis on the promotion of irductriel undep-
 tekings in the public sector since it expected much of the industrial investe
ment to be promoted by the private sector, : .




11, TiE PLAINING MACHTIHERY

15, The first step token in the dirvection of overall ploanning for ¢ wrinldoard
econcmic development was the estaldichment of the Nationol Fianning Coarcil in
1956 by Purlianentary statate. The Goverrment.ts attitude towards plarning in
gencral wue reflected in the emphacis on laying down cleuar principles for a
broad programme of economic development within the francwork of sccic”. and
political objectives, During the formulation of the pencral plan ior develop-
ment, special emphasis was laid on sectoral planning, The Goverrmerni had at
that time, the minimum statistical and other data necessary for the forrulation
of such plans for individual seciors, and possesced & nunber of traired econce
mists, statinticiwuns, and other technical personnel.

15. For the first tlae sirce independence, special emphacis vas placed on the
development of a sizeable industrial sector, For the sake of time, the
Government decided upon the partial programming of certsin manufacturing
sectors simultaneously with the preparation of iie overall developmert plan.

In keeping with this procedure the Goverrnment also set up Planning Committees
within each Ministry, In 1959. u Ten Year Perspective Plan was drewn up end
‘placed before Parlisment, constituting a major step forvard in the history of
planning in Ceylon, Approximately 30 per cent of the total planned investiment
was earmarked for large scale and small scale industriee.

16. The National Planning Counecil wes formed by Parliamentary Statute in
September 1956, The Plarning Secretariat, which had ‘been set up earlier,
continued to function under the National Planning Council. Working Groupe vere
set up by the Council for each sector of development, These working groups
were assisted by various ccmmittees in the public sector, The Committee of
the Planning Secretariat undertook simultaneously detailed investigations of
existing development proposals, The Secretariat was assisted by special
Research Officers and Senior Research Officers responsible for different s-ctors
of the economy. A panel of foreign experts, including some well=known inter-
netionsl economists, weu obtained on short-term assigrnments to aseist the
Secretariat in the preparation of the broad guidelines for development program-
ming, Thete groups were furthei- assisted by economists and engineere from the
Development Committees, (ne such Coamilttee functioned within the Ministry of

-5 -
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Industrice,  Detailed ovoluation of Individusl projects wan undoert:ion et

the Deporl o ont Jeved of the Minfelry where rooponsidbility for the fiplemento-
tion of 1hie proposols would lic, 'These evolvations vore subject o furthey
exunination by the Tlmning Secreturiat vhich primarily determine 1 westnment
Priopitics,  After U detemminat!on of pricritiee, 11y vere furthor examined
in the context of tvc 'over-all' plon and inally submitted to the Treasury for
purposes of Inclusion in the Ludget,

The Developrent Divicion of ‘he inistry of Industiy

17, In 1401, with the eppr-val of the Cabinet, the Guvernment set up a
Developrient Divisiorn within the Ministry of Industries; cupersedi- s the
Department of Industiries to handle the work originelly done by the Minist
Planning Committee, fThe Divioion wae staffed with Developrent Officers,
Economistis, Engineers, and Accountants, Thie Division assists in *h
tion of the short tem implementation progrent«s in the industries se
within the framework of the national Ten Yemy Plan of develo
the Govermment is taking steps to get approval for C&%ﬁi}’fﬁ

tanﬂrdin&taé w a mrectc:r af‘ m T
the public sector, The work of the ganeﬂs vié.l ba,
Ministry Planning Unit which will undertake |
sludies, _ ' ,
18, It is likely thot the institutionsl framework for s
particularly at the lcvel of Ministries, %?i}i nﬁt
the anticipated chanpes pr@aﬂd by m m Gove
formation of the new Government an important

to strengthen the structure of economie plar

planning, budgeting, and economic aid, Proced
taining to labmur relations and finance man



fry

been 104d dovrn by ocpecicl otwdy groups, These study groups vere canp.ooho s
specind lote fro the vari us corporttliong, These roc onmendstions heve v
becn presented 4o the Seacrirent for final approvel. The ultinote objurtive
of lhe Goverrmert is apperently to ensure that both the privete and the
public sectore will carry cut their programming in terms of the approval ol
the Ninlstry Plunuing Unit end the set financial provisions, The supply of
rav materiels and cepitel focds will be controlled on the busis of the overall
approvals granted Ly the Ministry Flanning Unit, FPeriodicel checks in regurd
to t&. achlevements of output end turgets laid down by the Government Will be
made by the Ministry Planning Unit,

BEvaluation of Hew FProjects

19. i’hﬁ ﬁﬁtsﬁeu evaluation of new projects ir undertaken primarily &t the
leve)l of the @epartments and other institutions such as the State Corporations

eerch, the Sali Department, and

= a& On ¢ mgﬂ.etmn of detaileé inveetigation they are
Wﬁn‘ﬁﬂﬁ to the Developrent Division of the Ministry of Industries. The new
proposed changes envisage the setting up of a Ministry Plamning Unit which
will process the infumation derived from en investigation and then determine
the priorities of investment mccording to Government policy. At present, the
Pevelopment Division handles the progrannes which are subscquently sent to the
National Planning Be;:artnent for further examination and consideration by the
various panels and committees, At the committee level, representatives of
the Departrents and the Ministry discuss various matters, and, upon approvel,
the Treacury is inforued of the sectoral programmes so that provision eculd
be fncluded in the National Budget. Before presentation of the proposals in
the Budpget form to the House of Representatives, further discussions are held
at the level of the Treasury, presided over by the Secretary to the Treasury,
after which, all aspects which are subject to dispute are finally discussed at
the meetmg presided over by the Prime Minister,
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0.  Once tl~ prograrme bus been approved by Lhe Treasury and accoptod by
Parliament ¢ financial provision pranted, the departments and the enrporne
tions responclble are authorized 1o proceed with implemer. ~tion, ‘L plens
vhich include detailed acpects of programwing are from tire 1o time reviewed
by the planning authorities so thut a check is maintainecd on the progreos of
the work,

Antepration of the Privote Sectsr in Planninr

21. In 1957, the Government's policy in respect to indusirial development wus
enunciated by the Minister of Industiries in the House of Repres;ntatives. In
the statement, the Minister emphasized the facl that direct Government invest-
meni. in industry hed been increased from 7 per cent prior to 1957 to 18 per
cent to 20 per cent subsequently. The statement further demarcated the basic )
industries vhich were reserved for development in the public sector, industries
vhich were cpen both to the public and private sectors, and industries which
were left entirely for development by the private sector, In regard to the
industries left for the private sector, it was further stated the”. 1f no
intexest was shown within a reascnable pericd of time, the Govirruent would
withdraw such industries and place them in the public sector reserve,
22, The scheduling of industriesc was as follows:

(a) Schedule A ~ (State Reserve)

ii) Iron and Steel ’
i11) Cement
(211; Chemicals
iv} Fertilizers
{v) Salt und 1ts by-products
vig Minsral sends; &nd
(vii) Sugar, power alcohol and Rayon
(b) Schedule B - (Jointly by both State and Private Enterprise)

(1) Textile spinning and weaving
( 11; Tyres and tubes

(111) Tiles
(iv) Asbestor products
v) Bicycles

mg Industrial Refining
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(vii) hcetic acid
(viii) Surer brovn - small scnde
(ix) Vegetable otl refining
(x) Ceramic were
(xi) FKeolin
(x1i) Closs ware
(xiii) Leather products
(xiv) Plywoecd
(xv) Puoper
(xvi) Electric bulbs and lighting equipment
(xvii) Dry cell batteries
(xviii) Accumulators
(xix) Parbed vire
(xx) Lumber industry
(xxi) Agricultural implements
(xxii) Vocd=working, furniture and cabinetry
(xxi1i) Concrete products

Schedule C ~ (Private enterprise)
(1) Motor cas assembly
(11; Bicycle Tyres and tubes
(i11) Boats and launches
(iv) Foundry products
{v) Steel Products
(vi) Sewing machines
(vi1) Aluninum vere
(viii) Aluninium linings
(ix) Metal conteiners
(x) Hurrfcane lanterns
(xi) Rezc. blades
(xi1) Kerosene stoves
(x111) Veighing scales
(xiv) Crown corks
(xv) Tin printing
(xri) Cutlery
(>- ') Wire draving
(v ') Wire nails
(xix) Peper clipe g
(xx) Pins
(xxi) Hair clips
(xxi1) Solder and Soldering vire
(xxiii) 2ip fusteners
. ( xxiy Metael fittings
(xxv) Bolts, nuts, rivets and cirews
(xxvi) Brass nails, screws, hinges and nails
(xxvii) Gelvanising
(xxviil) Galvanising buckets
(xxix ;) Enanelling




(xxx)
(xxx1)
(xxxii)
(xxxiti)
(xxxiv)
(xxxv)
(xxxvi)
(xxxvii)
(xxxviii)
(xxxix)
(x1)
(x11)
(x111)
(x1111)
(x1iv)
(xiv)
(x1vi)
(xlvii)
(x1viit)
(x11x)

(1xxi14)
(lxxiv)
(1xxv)
(1xxvi)
(1xxvit)
(1xxviit)
(1xx1x)

" (1xxx)
(Ixxxt)
(1xxxii)
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Hollew bricke

Canltary woare
Farthenware

Insulators

Llectric fons

Goe mantles

lfcsembly of radio receivers
Readymade grrments
Panlans, knitting aad weaving
Vater-proof clothing
Hesiery

Ball thread

Spectacle franmes
Umbrellas

Suit cases
Frarmaceuticals

Milk frooas

Biscuits

Choecolate

Confectionery

Boiled sweets

Margarine

Cured meats

Sauces and fruit juices
Toothpaste

Perfume

Face powders

Soep

Hardboard

T:iming of leather
Cardboard and Pressboard
Paper cartons

Fountein pens and propelling pencils
Inks ~= writing and printing
Pencils

Penholders

Nibs

Elates

/brasive paper

Emery cloth

Fireworks and bonbons
French polish and vernish
paints

Paint brushes

Distemper

Linoleun

Vaxes and Polishes

Citric acid '
Caffeine

Flue=orgunic & synthetic
Fubber prcducts
Fungicides ard pesticides
Activated charcoal
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‘Jong with a clear declaration 1 rogard to cnuncratines e drductrics on
basis of cchedules /. B eand C ¢iven above, {azation ard otrer fiscood
incentives to industry were also oxterded,

2%, PRetween 1956 ard 1960 much of ihe develonment of the srivate cector Wk
1eft to the ~peration of the rarket mechanism,  The Goverrment's role weo
restricted Lo the provision of adcguate {ncentives,finnnce, ard other szsistonce.
Almost all Jdcmestic capitel moved in to replace foreign cuvital 15 rlantations
which was progressively being withdrawn during this perlcd.

o4, Sirce 1961, however, ard particularly during the 1: st two years, definite
steps have been taken to co~ordinste development in the private gnd public
sectors, especially through allocation of resources and the determination

of priorities in the budgeting of foredgn exchange for essential imports,

The Government 18 at present ccusidering the laying down of targets for the
private seclor which will ensure a greater degree of over-all planning on &
national scale.

25, Due to the present state of industrial development, particulirly in the
private sector, the exisiing and past organizational framevork for irdustrial

planning ard implementation are undergoing considerable reorganization.

26, ‘lhe proposed plans for reorganization represent the current thinking of
the new Goverrment in its attempts to correct errors ard eliminate bottlenecks
in the develorment nrocess.

27, fccordingly, a detalled plan of {rdustrial investment for the public and
private sectors of the economy for the next five financisl years, 1665/€6 to
1969/70, will be undertaken by the Ministry of Rural and Industrial Development,
For the purpose of thie plan, the country's industrial sector will be vieved as
an inter-related group of ccmplexes whose movement ard progress will be
co-ordirated and influenced by continued adjustments in the existing or
potentisl production links. The reguletion of these movements will be the
responsibility of a planning organization to be set up consisting of a Ministry
Planning Unit working through Industry Panele und Project Study Groups. The
operaticn of the Plan wvill be based on a constant liaison between the linistry

and the officials of State Corporations and private industrislists on the cne
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hurnd ard btetween the Mirnictry ard ile Hationwd Plannding Doorirernt o the
other. The reorganization of the fustitutions fur planning was in veocess

at the time of the preporation of thic rewort,

III. RESEARCH, TESTING /ND STAND/RD1ZATTON

CEYLON INSTITUTE OF SCIEITIFIC /ND TIDUSTRIZL REZEARCH:

28, / major proportion of the research work in Ceylon is being conducted {
in the Ceylon Institute of Scientific ard Industrial Resecrch, The Instityte
wes founded as an autoncmoue Institute by Statute No. 15 In 1955, It has its
headquarters in Colombo and is well equipped with a laboratory, work-shop, and

library. The objectives are:
(a) Technological research with special emphasis on the utilization .
of local resources; s}
(b) standards Testing; 7
{c¢) Promotionel Activities;
(d) Training of research workers;
(e) Dissemination of scientific and technical informetion,
29. The Institute is under the general charge of the Ministry of Industries,
but the mansgement 1s vested in a Board, The Board was initially o be
constituted of three members eleacted by successive Boards (the first three
menmbers were to be appointed by the Minister in churge of Industries); one
member appointed by the Prime Minister; one member éppointed by the Minister
of Pinance; two ex~officio members; the Permanent Secretary to the Ministry .

of Industries and the Director of the Institute, The Chairman of the Board s
is appointed by the Ministry annually and the Board members are appointed fopr |
two yeers, ‘ .

30, The Director of the Institute is appointed by the Minister of Industries i
and is a p.id employee whose terms ard conditions of employment are fixed by .

the Minister in consultation with the Minister of Finance. The Director is
ex-officio Vice Cheirman of the Board. = The Boerd is responeible for all
appointments to the Institute, but delegates the nower of anpointing all
officere excent the fccountant to the Director.  non=Ceylonece cannot be
appointed except with the specific anproval of the Board, The Director
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detormines the o rditione o andloyeent ineludir s recunrratld oo o F e

employccs of the Irotitute, subject Lo an aprecd 1o 1ho Pornt wlone e

is finul. Liscinlin ry control, shoat of dienicoad of the ¢ rloyers of e
Institutle, is vested in 3o Dircetor suliject Lo on coneal to thoe hoard wioone
decision is fins 1, The Director is under the disciplinery coadrol of e
Bourd,
31, 'The firct nersonnel of the Institute were tre Research (fficers ani
Rescarch /seistanic of the Industries Dencriment, These runbered 21, Tre
Boerd recruited on its wwn two Research (fficers ard three Rescarch /eelistants
in addition to un /ccountunt and secretarial staff,
35, One foreign expert served as the firct Director of the Institute for five
years ard’ another as Chief Engineer of the Institute for three yeare under the
auspices of U.,N.T././, and the Vorld Bark, The Institute also grrenged an
agreement with the Internaticonal Co-operative /dministration for six specialists
in menogement, industrisl engineering, tool and dye-making, These sneciallsis
were provided with locel countefnnarts, who were offered faciiiﬁies for
further training oversess,
%%, The Institute was inftially given & sum of 5 million Rupees for its
first five years of oseration by the Goverrment ard it vas oriéinally honed
that it vould be self-financing after this initisl nericd of oneration,
The Goverrment, in addition, tr¢nsferred the machincry ard equipment of the
two industrial laboratories and the entire technical library of the Industries
Depactment comprising of 4,000 volumes, to the Institute, The Institute
elgo received Colombo Plan 7id of & fully-equinped Chemical Engineering Unit
complete with laboratory and work-shon,
34, The research nrogramxe of the Institute generully comprises:

(a) fThose orojectc which are supgested to the Institute by

various Covernment sagencies arnd anproved by the Minister;
(b) 1Those nrojects which are inftiated by the Institute on its
own;

(:) Thosenrojects which are supgested by the varicus Corporations

and Government Departrents on theilr own: and
(d) Those -rojects which are suggested by the private sector

industries,



55, Tho Tuotitule olo unuere ken e 3o o numtor Do foeting Cyvioer

frdustirics dn Lhe orivete scotse FPor oo cinnl fee, Pre o undeo o iings dneiudte
procest recearch, resowurce stuiales, rosiel recearel, nanngroncnt studies,

technical surnervision, olant locatdon, ley mit, asocets O orgonieotion,
cosling, productivivy and varioues other {echnolopglesl, mredu. 3o, sales, and
distributi~n problens,
%6, The Inctitute at nresent renders continuous scrvices to several
menufacturing industries und also offers edvice to prospective Industrialicts,
57. For research, menagenent, engineering, and similar services {ves vayublco
coengist of:
(a) Pro rata comnensation »aid to technicel personnel working
Vdiractly on the nirticuler »roject; '
(b) 50 per cent of the pro retr comnensation to cover ti e cost of
research service, service nersonnel, g3, electricity, maintenance’
of laboretories and similer overhead and operaticnsl costs;
{e¢) Cost of materials ard sunpliee, construction or ecquisition of
svecial apparatus, travelling, or other incidentals,
No charge 18 made for the use of equi»ment snd anparatus of the Institute,
58, In cddition, payments made to the Inst!tute for such servicc, or even ag
& contribution in supnort of the Institution, may be claimed 8- a deduction
from income tax.
39. The Government, after the first five years of oneraticn of the Institute,

has had to review the policy followed with reletion to the Institute and research

in general, .The limited development of »rivate inducstiry has made it impossible
for the institute to bve self-financing. The Government has had, therefore, to
subsidize the Institute generously and has all asong accepted the full
responsibility for a survey of the available resourcer and research in the
utilization of these rescurces, training of technical personnel, and arranging
for the technical knowshow, The Government is commitied to a programme of
nublic sector irmdudstrislization and in the nursuit of this nolicy it has
invested in strategic ludustries conducive to further development,

40, The research has to be planned, orogremmed, and directed to nutional

needs for the best utilization of available scientific talent, The Research
Institute has to cu~ordinate its research with other institutes such as

3

E
%
;
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poverrment oo srteertg andoeornaret! ong whilch oo wrderioke research in

thclr recpoctive ruberce,

Li. Vith these considorat® s in nind, the orecont Minfster of Industrles

Lo radicudly charge! the o oncent of the Ceyl .o Inntitute oF Seientiflc

and Irdusiricl Reccarch, e Honourchle Minister intrduced amendioents t

the Institute et which reccived Parlismentary eoproval, These encrooionls
directcd (a) the 3 membors of the Eonrd who were clected, instead to be nLmine
by him; (b) the Bourd 1o te subject to and to act in accordance with gencrol
directions that ihe Minister may muke from time to time; and (¢) that the
accounts of the Institute be audited and enproved by the uditor Generul
before wresentation to Parlisment.

42, fThe Minister has also obteined Cabinet approval for u flexible ennual
grant to the Institute which would enable it to work on an annual budpet of
Re. 1 million regardless of the income it receives,  The Treasury granis
the Institute the deficit between the Rs. 1 millicn ond the Institute's
revenue., This has ensured continual financial sumovort for the Institute
so that it is able 1o engage nersonnel with security and to pursue iis
research nrogrammes unhamoered by financial congiderations.

CAUMODITY=B! SED AND OTHER RESE/RCH INSTITUTES:

4%, Research is also being carried out by the Tea Research Institute, the

Coconut Research Institute, and the Rubber Research Institute ~n nroblems
specific to their trades. Cimilarly, there is & Medical Research Institute
doing research on health »roblems and drugs and oharmaceuticals. Denartments
such as the Irrigation, F:sheries, Public Vorks, etc. also have their own
research units.

SMALL_INDUSTRY SFRVICE INSTTTUTE:

L%, The main rule of the Ceylon Institute of Scientific ard Industrial
Research lies in the fields of develonment of technology, development of
oroducis, processes and nrotu-tyves of machinery, encouragement of higher
quality by oroviding testing fecilities, and the improvement -f managerial
potential. The areas of creative decign, financing, marketing, training
oneretivz skills, and extension services for small scale industriec required
a different kind of crpenization.  Tn 1662, with the assistance of the

United Nations Special Furd, the fmall Industrics Service Inctitute was fourde:




at Velona.
(«)

(b)

(c)

(a

(e)

(n

| entersrises, imoroved technical processes including the use
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The ve'r functtae f thic Irctifute ave:

The conduct »f tectnr-ec o owic surveys nrd stulico |
of nurticular inductrial broces and of drdustriciized

areas, end to roake recompendasti ne ¢oncen ing the Droausirics
that are t Le encouraged r discourapcd;  tlakive dnlo 45
account the tec'inical, economice, ard human as»nccte I the ‘
Industyies concerned,

The conduct f market surveys of oroducts manufaciured,

or considered suitable fur menufacture, in small undcrtakings
on & continuing basis €o as to assess murkeling arrangements
and consumers! nreferences and changes therein.

The organizetion of exneriments, testing and rescarch in such
matters as imnroved designe of products, alternative materials,
imnroved nrocesses of »Hroduction and th. develunment and
introductiszn of tools and equivnment particularly suitable for
use in small undertakinge under conditione vrevailing in
Ceylon,

The organization of training courses for Government extension
wversonnel (including those assigned by the Deperiment of
Co=operative Development), and equally appropriate for
managers and foremen of cu~operative and private undertekings
as well, which cover extension techniques and methuds of
managenent and orgarization with norticular reference to small

of modern tcols and equipment, and the administration f
goverrment eseistance services such as credit and mgrketmg.h
The organization of an information centre to enable the field
extensin nersonnel to give technical infurmation, advice, and
guidance to small manufacturers and to industriel co-oneratives
in matters releting to credit, »reducti n, sunplies and
marketing. !

The onerati.n of cummon »nruducti.n facilities and serviccs of a

transitory and exnerimental activity until such tiie as such
services may be guccessfully organized under »ublic, Hrivate, or

cu=onerative wnershi> and manngement,




-7 -

L5, The rall Loouciries orviee Tnstitube 1o In oponerad, worl vn adic
with higily rechirivciequl ront Lor rachine shoy woak, wood=working, ard

many othcor jrdustieis) endeovours -- hoawever, there is a lack f fochnicinn

and mechanics fur its ooeration ard maintonance,

L6. <one finish- o ocessing o the Hroducts of various emall injuctries
(trimsing of fibre nats, silk-ccreening £ fabries, cie., hus boen carried  ul
and training at the sunervis ry and demonstration level Las taken place,

For exum:lce, managors and sales sersons of some of the denartmental shooss
(Government=cwned stores for band-craft raoducts) were given a training

course In salesmunshin.

BURE/U OF ST/ND'RDT

The Bureau of Standards hsd bteen orovided for by an /ot of Parliament but it is

not yet in operstion. The f:llowing is the summary of the draft nronosal of
the Bureau of Stardards drawn u> by its '"Director-to-be", The rmain functions
of the Pureau of Standards would be:
(a) To formulate dimensi nal and quelity standards for locally
menufactured »roducts and o formulate c.des uf »ractice,
The standards will c.ver sgricultural and industrial »ruducts
both for export and local consumption,
{b) To test local products (and where necessary imported products)
for conformity to the standards,
{c) To administer the standardization (certification) merks
echeme, '
k8. pDraftine of Standards. The preparation of standards is one of the nain
functions of the Bureau of Standards. Such standards must naturally teke into
aceount local eonditions and the degree of proficlency of loecal industry,
It is dnmportant that standards should reconcile the interests of consumers,
distributors and producers and that the standards latid down should be widely
accepted, The preparation of the standards should therefure be broad-based
and all sections of opinfon have to be consulted,
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Lo, ihe Council of Lhe torcoan of Gt tords woulde be ultine oy recnonsicte
for 1he standerds 1aid down at sinee 11 is rof o o spletely technieal
corrittee it womld not be in o o.sition Lo puide and co-ordinate the woric of
drolting stardurde, There 1o & orovisiom in Sectinn 12 (1) of the Bill for
the Couneil to "eotablish committecs Lo eseist it in the performance of 1is
funcliong and may appvint such versons (wWhether o .rnected with the Purceu or
not) as it may deer fit L be merbere of any such committee,™
50, It is nropofcd that the Council should appoint Divisional Connittees to
look after snecific grouns of irdustiries. Those cumnittees should be comvosed
majrly of technical personnel with exnerience In the particular field of
industlyy and representatvives of d.stributors and consumers, Officers {rom
technical departments euch as the Public Works Department, Government Analysts,
Irrigation Departrment, etc,, and from profeceional or eelentific organizatio
would find & place in these Divisional Committees, The Jollowing Divisfonal
Comnittees may be set up: ' .

{a) Agricultural products

{b) Food and Drink

{c) FPramaceuticals

{a) Textiles, footwear &
textiles

(e) Paper, Leather and mmr product

{f) Chemicals and Chemical products

{g) Building weterials and non-metallic minen

{n) Engineering and metal products

(3) Electricel machinery, appliancus ard supplies

{J) Miscelluneous menufacturing industries,
51, In the initial stages some of these Divisional Comn:
be grouped tegath@r* The Divisional Comm’ ttm v&&ﬁ ia
with the ﬁimt&r of tzhe &zmau, a;aggint :

persannel will make .t necessary for me:bers of the ﬁ ﬁsimﬁ. ;
to also teke their place on the Drafting Committees,



b2, After stuariords have been laid doon by the Tareay, Lorally mavaraoturot

oroducts heve to Le teste? for conformity to stauninrds, The modert ¢ et

of stardardizati n and oprproval makes 11 highly desirable for sturdard Loadies

to have their wn laboratory facilities, In the initial stiages the Furcau
of Starndards vill heve t . utilize tle services of cxisting laboratories
principally that of Ceylon Imstitute of seientifTic and Industrial Reseaoch,

53, Locally Manufscturcd Tndurtris] Producte.  There has bteen a rapid

increase in Industrialization particularly in the field of emull scale
tndustries and the huresu will have to concentrate ite attention on ihese
new industries, In a large number of cases the products ure not up to the
ndard of the fmported pruduct that the consumer hae been used to, and it

%111 be necessary fcr the Pureau to examine most of these items and lay down
lards for every local oproduct,
The Council of the Bureau will be responsible for the general policy
iyection of the Pureau end will have general disciplinccy control over

e staff of the Bureau. The Director of the Bureau is appointed by the
Hinister on tervs and conditi-ns determined by the Minister in consultaticn
1 the Minieter of Firance, All other staff of the Buresu will be
eppointed Ly the Council, |
,55; @héfgrapase@ srganization of the Bureau 1s set out in the attached
chart, The Bureau will be orgenized in three sections each under an assistant
Director to carry out each of the three orimary functims of the Bureau.
Iﬁnﬁﬁit&m there vill be the administrative, accounting, library and publicity
 gections,




| 7re3s f

>0 TIOTD 823019 Jiz1s
= m” T=914310
‘ H
SI2TIID .
m cpIepUTaAn w
] ‘
| s1stroy) *
‘ 838 T7aYD M
; ”naaeumaﬁH.J qs1o18 L4l o T3LTEOY mmmp;aauog ,
; ’ - : « Ol.vg.wi '
safg | 4 1ONITT | JOTUSSG ! JoTues | !
i = , “
[ (swrm Sutase] w
, *3130) £pIepUTIS , *SP38 r _
.n Q0792307 S0 3eRIT0 { J0303JT( ” g221TTIIC] “
; JURysTESY { AU2ysTesY QUCASIsSY PTEUOTTIATC
w i 1 ] |

mr: J0302.1T7 Aardan *

JO1034T"

b

N TToT0) ._

¥ s e ot it




IV, DPROSGTICH ARD FrCCURS G VRLT OF IRVECSTHINT TH INLUSTRY

56, The Ten-Ycar Plan of the Goverument 1aid d-wn the baesic objectives in
regard to the economic development, This »lan cmohasized the need 1 r on
increaced rate  f investment in induciry as has been irdicaicd earlicr,

There was also au attemnt to demarcate industries which were left open 1
private investunent, Hewever, the private sect.or did not Invest in
manufacturing industries to any extent, The period bewcen 1660 unad 150k,
however, witnesced an increasing interest on the part of the private scclor
to enter into industrial ventures, During this period, steps were taken

by the Goverrment to nrovide en increasing measure of protection to local
{ndustrialisis. These protective measures werc not taken solely with a

view of safeguaring the interest of manufacturers but also in view of the '
growing concern uver the diminishing foreign exchange holdings of the
country. In consequence, therefore, locael entrepreneurs found a suitatle
climate in which to build u» a number of light consumer goocds industries

in the country to supply the deficiencles that were being created by the
{ntroductl n of general import controle, Direct incentives and
urganizational facilities orovided by the Governient with a view to attracting
private capitol into the field of industry als. played an imnurt

With this development it has ncw become dossible tu introduce nlanning both
in the rublic es well as “he nrivate secturs fur systematic and co~ordinated
developnment,

57. 1In these early etages, the primary cbjective has been the wilding up of
a number of import substituting industries which could supply within the
shortest possible time a number of light consumer goode that had hitherto
been imported. In doing so, enphasis is placed upon the extent of forelgn
exchange saving. Consideration 18 also give.. to the maximum utilizetion of
domestic resources as far as possible, The development of the basic sector
of industries, hcwever, was undertaken by the Government, The probler,
therefore, is cne of co-ordinating development in both sectors on a co-
operative basis with the objective f eventually building up hermonicus puolic

and private scctors.
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IHCCHE TAY KELTED:

58, ‘The first direct attcmpt to attract private tnvestment into indusiry »os

male in the early 1950ts with the anendment of the tax laws, An ar.erpirert U0
the main Incusme Tax Ordinance was introduced and passed by Perliament in 1955,
mhis act is known as lhe "Income Tax Anendment Act lo. 36 of 1951."  ihe
principal clauses introduced by the smendment werc cections 7 (a) and T ().
section T(a) exenpted profits of Government—~sponsored Corporations for a period
of five years, and Section 7(b) exempted newly promoted private enterprires
from such tax for a period of five years up to a 14imit not xcceding 5 per cent
of the cepital employed. With the intrcduction of this amendment Government
also provided funds in the voted estimates for purposes of promoting Joint
enterprises,
69, The Income Tax exemption clauses contained in the 1951 Act were extended
for a further period of five years in 1957. In eddition to the extension cf
{ncome tax exemptions, the Income Tax Amendment Act No, 56 of 1957 paseed
during the Second Session of Parliament of Ceylon 1957 was given effect to.
This Amend:ent Act contained provisions for investnents in approved projects
either by Companies or individuals to be claimed as permisgible deductions from
statutory income, Together with this, enhanced depreciation sllowances on
{ndustrisl buildings, durable plant and machinery, normal wmachinery and shorte
lived equipment, were given a8 lump sum depreciation allowances, These coo-
cessions vere applied in respect to both locel and foreign cnpital,
60. The details of the moet important sections of the 1951 end 1557 Acts follow s
61, Egemption for Profits of Certain Corpoyetions, The profits and income of
certain corporations are exempt from tax for the year in which they comrence
business and for each of the next five years cf assesement, The dividends p
paid during this pericd are also exempt. The conditions necessary for exenp
exemption are:

(a) A Governrent contritution to the capital of theccorporation;

(v) A Notice published in the Gagette by the Minister of Finance
gtating that Section TA shall apply to the corporation,

Such Corporations are, &t from the date of expiry of this concession, entitled

to emall company relief provided for in a subsequent section,
€>. Exerotion for Profits of Certain Industrial Undertakings, The inecome of

new industrial undertakings has a 1imited exemption from tax for a pericd of
five years after 1ts commence: ent, The exenpticn applles to that portlion of

the profits which does not exceed 5 per ceut of the capital employed, Tre




conditicns necessary are:

(a) The undertzkings musl use electrical encryy, oOr &ny oihey foyrm of
energy which 18 mechaniecally tri nsmitted ard is not directly (ener

ded

by huwan erergy for the production or ranmiacture of gosas or

commeditices in Ceylon;

(b) The undertuking nust employ al leust 2

perscns und should not be

formed by the splitting up, or reecenstruction, of un existing buoiness,
or by the transfer of tuilding, machinery or plant, to o new buslness
from onc which was carried on or vefore rpril, 1951, The excmption
has been extended to any undertuking reloted to deep-sea fishing.

! compeny carrying on such undertakings is entitled to small company reliefl

from the date this exemption ceares to apply.

Sum /1lcwance for Depreciuticn. The provisions of paragraph (a), (b),

(cc) and (ccc) of Section 9 (1) of the 1951 fet which provide for depreciation,
yrepairs, and renevals of plant, machinery, fixturee and buildings, cease 10
apply in respect of all expenditure incurred on such assets after 31st March,

1957, or after the explry of the accounting year

, the income of which is

assessed for the year of assessment 1957-58. From the year of assessment
1958-59 the allowpnce due in respect to such assets are provided under the
provisions of sub-section 9 (1¥), 9 (16) and 9 (IH) of the new iet,

64. In lieu of the snnual depreciation sllovence, a eme—andwfor-ail lump sum

depreciation allowance is grented in respect to plant, machinery, fixtures

and buildings. The rates of the lump sum depreciation allovances are as

follovws:

(a) Industries buildings, 33 1/3 per cent of the cost
(b) Dureble plant and machinery, 50 per cent of the cost
(c) Normal machinery, 66 2/3 per cent of the costi
(¢) snort-lived equipment, 80 per cent of the cost
65. Subesection 9 (IH) provides for carrying forvard any part of this

allovence vhich cannct be deducted from the prof
asgessment; the excess which cannot be deducted
forward to the subsequent year, together vith a
annum of such excess.

€6. Sub-sections 9 (IK) end 9 (IL) provide for

4ts or income of that year of
in eny year is carried
sum equal to 5 per cent per

the determination of the

profit or loss on the sale or discard oi such agsets. Renewal of plant,

machinery, fixtures and buildings is a'lowed in

depreciation hos not been granted under section

9 (IF) of 9 (IG).

respect to any esset for which

9 (1) (a) or under sub-sectlon
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Nevelopment Yolode,

(&) A develcpment rcbate of 20 per cent is ullowed In respect
to expenditures incurred in purchasing and instunlling, efter darch 21,
1957, any rew plant, mechinery or fixtures in connection wiih the
comwencement or expangicn of a traede or busiresc, If the undertaking
were declared as an "approved projeci" ty the 'Minister of Finance,
this development rebate is enhanced to 40 per cent,

(b) A development rebate of Z0 per cent is allcwed in respect to
expenditure incurred after March 31, 1957, in constructing sny staff
welfare building or any bullding for use as a dwelling house by any
member of the subordinate staff in an agricultural or industrial
undertaking, or any building which is occupied for the purpose of an
agricultursl or industrial undertaking, otherwise than as & dwelling
house, If the underteking were declared an "approved project" by
the Minister of Finance, thie development rebate 18 euhanced to 40 per
cent, Any unabsorbed development rcbate can be carried forward
indefinitely,

67. Exemption of Borus Shares. Bonus shares paid out of capitallzed profits
are éxeﬁpt from tax,

, ‘ Experts from foreign

countries loaned to the Ceylon Goverrment under the auspices of the United

Nations or any other similar specialized agency are exempted from Ceylon tex

in respect of the emoluments,

69. ¢+ Relief, This relief is given to a restident company which:

(a) Either has ceased to have the exemption from tax under

section 7 A or section 7 B (previcusly discussed) of the Income
Tax Ordinance and has not made an average annual profit of
more than Re, 150,000 computed after the company ceased to
have that exemption; or

(b) Has an average profit or inccme for each of the laust three
years of assessment an amcunt not exceeding Re, 150,000 and;

(¢) Either 50 per cent or more of the shares in the capital of the

company during the last three years of assessment were held by

an individual or family to whom the company was the chief
source of incae; or




(+) %0 per cent or wove of the eloree in the capltn: 0 the ¢ oy
are ooned by slarvebolaerc noae of wWhe Lt ano gL inceone
frov 11 scurces exceedine Rs. 50,000,
This relief ig the craller of:
(1) Either & sum equal to one-half of the tax payallc urder
section 538 (1) (a) (i.e. tax at U5 per ceut on the iyable
{ncome of the curpany) on the first Rs, 50,000 of the tarable
{nccme of the conpany; or
(11) A sum equal to ore~third of the tax under sectior LOP (1) ()
(1.e. tex at 45 per cent on the taxable income of the company)
on the smount by which Re, 150,000 exceeds the amount of the
texable income of the ccm?any.
OTHER MEASURES OF ACSISTANCE:
70. Relexatior mport _controls The Department of Import Control. and
Exchange Control opecrates certain controls, e,g. restriction of the import

of ell cotton textiles the value of which exceeds two rupees per yard,
yrestriction of certein machinery end other gocds gazetted from time to tirve,
for rensons other than protection to local industry, In instances where

any controlled iteme are required to be imported for industrial purposes,
{ndustrialists must apply to the Director of the Development Division for
recommendation to the Cantroiler of Imports so that such items can Le imported,
71, The Government will dmpose a ban on the export of raw materials required
for local industries, e.g. hides, skins, scrap metals, etc, Local
{ndustrialiste who find any difficulty in obtaining local raw materials due to
their being exported can appeal to the Director of Development,

72. Duty Rebates. Industrialists who export locally produced articles are
entitled to a refund of duties paid on the imported rew materisls., The law
states: wherein goods wvamufactured or prepared in Ceylon, containing as &
pert or ingredient any erticle or articles on which import duty has been paid,
are exported, rebate of the wvhole or part of the import duty patd in respect
of such quantity of the article ray be ellowed,

73, Exchange Controls on Travel. Persons wishing to travel abrcad for

{industrial purposet ere generally permitted to do &o, desplte the exchange

restricticrs on travel, Applications made by industrialists to the




Y
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Soprecront of kercbrnpe Condrnl are rof’crved Lo Ahis Mindotry, o0 1F such
travel 18 consicdored necessury the Min siry makes fnvourable rocor onded ong
to the Controller,

Th. Gevernment, Purchases of' Loeal Pr:ducts, Scre State assirtunce has been

provided by Treasury Circular 279, iscucd in 1955,
79, his circular refers to Government purchases, Gocds inmported by the
Goverrsent are not subject to import duties and in view of this exemplion,
local tenderers are placed at a serious disadvantage, In order 1o overcome
this difficulty, the circular directs thut all tenders should be reduced to
the same basis by the exclusion of:

{a) Customs duty;

{v) Handling and transpcrt charges, and;

(c) FPreight charges in case of F,0,B, quotations,
6, Even if there is a disparity between the local and imported product, in
favour of the imported product, after allcwing for these additional charges,
preference ie gliven in certain cases to the local product,
INDUSTRIAL FSTATI
TT. Another action of the Govermment of Ceylon to encourage private
investrent in industry wae the establishment of the Industrial Estates
Corporation; established on January 1, 1960, under the State Industrial
Corporations Act, No, 49 of 1957 for the nurpose of providing factory
accomrmodations to medium and small scale industries at reaeonable rentals,
This project was sponsored due 1o the shortage of buildings and building
sites in and around Colombo available to medium and emall investors, The it
long term programme of the Corporation also envisages planned regional ;
development of the country by promoting the location of industries in the
econcmically backward areas,
T8. The first industrial estate has been established at Ekala (near Colombo)
on a site of 70 acres and the development has been planned in four stages,
On conpletion, the estate will provide 650,000 sq, ft, of factory acccrmodations

e

in 130 units of varicus eiges to suit medium and emall scale industries.
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79, The four slajges oare &b Tullove:

I 20 unite Re., 4,005 milllon
I1 oo 3,000 "
111 I y,000 "
v bs v __ 5,000 "
130 units 17,62‘,3 milllion

80. Stage I wus ccmpleted in 1963 and provides 20 units in four stanlard
designs of enuusl rentals ranging from Ks. LOO to Rs,. 1,400, A majcr
portion of the bvasic utilities such as roads, a sewage treatment plont, power
and water have alco been provided,

81, The corporation has calculated that ihe income on completion will be

Rs, 1,014 million at a rate of 13 cents/sq, ft. per month, This would give

& surplus ¢f Rs, 350,000 per year after allewing amortization reserves a8
well, which would eppro.imate & return of 2 per cent of the capital investment
in the earlier period alone, although -the Corporation does not propoce to

bate its activities on profitability. The rentsl is subsidized to the extent
of 50 per cent and, even so, by 1969/70, according to figures submitted by
them, a net return of about 4 per cent on the capital invested may be expected,
80, Parliament voted Rs, 3 million for Stage II in 1963/6h, which emount

wag reduced to Rs, 2,550,000 by the imposition of an overall cut of 15 per
cent on all the subheads in the Econcmic Development Voie for possible under—
expenditure, This stage will provide factory units smaller in aize then in
Stage I and at & vental of Rs, 150/month,  Work is already in progrese.




V.. PUBLTIC FNTRRGRICTS

83, TIusofar as the public ccector is concerned the Government irdroduced
thie Guverrment-egponsored Corporations Act Ho, 19 in 1955, in vhich stetutory
provisions was veeted in the Ministry of Industries to convert the exicting
State Factories run on a dejarimental basis to autoncmous institutions to be
run by Bosrds appointed by the Ministier. The main purpose of this Act was
to incorpo'rate the existing industriel undertakings of the Goverrment, and ;
with the implementation of the third and fourth parts of the Act, to
subsequently hand over thel.r ownership to private enterprise, In terms of 4
this Act, the Govermment could only incorporate existing industrial undertakings *
of the State which were eventaully to be converted into private enterprises, “
There was no intention of any action belng taken in terms of this Act to
promote the development of new industries., As such, it could not be used :’E‘e’r'
purposes of industrial promotion and development as i ~ommon with industrial
promotion Corporations, '
84, The first decisive step in the direction of building & strong public
sector controlling the basic sectors of the economy was contained in an
amendment to the State sponsored Corporations Act, A new Bill (State
Industrial Corporations Act, No, 49 of 1957) was pessed in Parliement. This
Act was an amendment to Act No, 19 of 1955 by the inclusion of three important
clauses, namely 2(b), 29 and 51 (1) snd the removal cf the -lauses for
converting public enterprises into privete ventures, Clause 2 (b) included
provision for the Government to set up and carry on any industrial undertaking
and conversion of all existing Corporations under the new Act, In Clause 29
provision vae included for audit of the accounts of the Corporations by
approved Auditors and presentation of Annual Reports in Parlisment, Clause 31
(1) provided for ministeriel control, These important changes are
reproduced below: ; :
85. Clause 2 (1) (b) reads "Where the Government considers it necessary that
& Corporation should be established for the purpose of:
(a) setting up and carrying on any industrial underteki.ng or
(b) taking over and carrying on any industrial undertsking previcusly
carried on by any corporation which was established under the
Government-sponsored Corporations Act., Mo, 19 of 1355, ond was
subsequently dissolved,"
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£,,  Clruse 9 rewde (;) "ine gocounts of the Corporation a1l he wnoiterd
annunlly bty oo auliter (rercinafier refoerred 10 oo the auiitor) app int <31 by
1he Minister, The Aucitor shell rocelve such reruncration Tror the farste
of the Corporation us the Minister ray deteruine with the corcurrence of the
Minister of 'inance:
(2) The Auditor-Gueral gshall have pover =
(2) to direct ihe manner in which the Corporaticn'e accounts £hall
be auditcd by the auditor and to give the guditor instructions
in regard to any motter relating to the performance of his
functions as the auditor, and
(b) to conduct & supplementary or test audit of the Corpcr&tion's
accounts by such person or persons as the Auditor-General may
. authorize in that behalf a:d for the purpose of such audit,
to require inforration or additional information to te
furnished to eny perscn oOr persons ¢ authorized, on such
matters, by such person or persons and in guch forms, as the
Auditor=Ceneral may, by genersl or special order, direct.
(4)  'The auditor shall submit & copy of his sudit report to the
Audltor-Oeneral who shall have the right to comment upon
or supplement the guditorts report in such manner as the
Auditor-General may think £it",
87, Clauce 31 (1) reads: "The Minister may from time to time, give the
Board of Directors genersl directions, and after consultation with such
Board give such Board special directiors as to the exercise of the povwers and
discharge of the duties of guch Board and such directions shall be carried out
by such Beard « o o " |
8. The Act ensuree that there would be Parliementary control both in
specifying the ind tial capital of the Corporation and in the efficient
vorking of these Corporations by the provision for discussion and debate of
the annual statements of accounts and the reports of the directors, These
discussions and deba’ées offer & regular opportunity to Parlisment and the

public as well as other bodies directly or {ndirectly responsible for the

proper functioning of these industries for an asgessment ol the Corporation,
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89, There arc today (1505) 19 Stite Industrisd Irojects wl ch have @ on
sel up under Corporote Manorement, Prior tn 1055 SMate Indosty sl v tures
vere nanaged by the Departirent of Industriee as State Yact-rier,
G0, The following 18 a complete listing of the State Corp retions an of
the latter part of 1665:

(a) Cement Corporation

(b) Fastern Paper Mills Corporation
(¢) Ceylon Ceramics Corporation

(d) D, I. Leather Products Corporation
(e) Gintota Plywood Corporation

(f) Paranthan Chemicel Corporation

{g) Ceylon Mineral Sands Corporation
{(h) Industrial Estates Corporation

(1) Hardboard Corporation

{3) Iron ma Steel ngamﬁcn
tx) Cey’
1) Ceylm
()
{n)
(o) lﬁtieml Snle Cc»rperatim
(p) Hardware Corporation

(q) Fieheries Corporation
(r)

State Flour Milling Corporetion
eeylea ?ewalm cwpm%%

Fishari&a, ﬁaa Yantalai Bugsr Eorpantian is presently under th i
of Lands, Irrigation and Power; the Ceylon Petroleum Cﬂfp@ﬂﬁrm i‘ﬁm iﬁ
under the Ministry of Naticnalized Services, '




2,

-~

9. The (lote Engincering Corporition meri's scme furthier consideretion o5

41 is of rcceut development and will pley a mujor role in future juiusirial
developmentis in Ceylon, whereas {he others ere self-explunatory.
93. The Otete Enginccring Corporation was cstublished by the Goverrmer
handle all work of ¢n engineering nature in the Public Cector. This work
would involve that which might be referred to as infrastructure servicc and
also the main construction activities of development projects. The supply
of water and drainage facilities ard all of the internal electricael irstallu~
tions, water distribution and roadweys would be the responsibility of the
Engineering Corporation us well as eite selection, busic desigr work and the
actual construction work.

| 9h, The State Engineering Corporation is also setting up & yegearch unit to,
all pr roblems relating to construction and buildings in Ceylon., It is
d that the. Gcrpafatiem would nake available ceports on the design
hops in both the Public end Private sectors and that the
1 of design and construction introduced would enable the
hment of a subsidiary &sﬁﬂS%w for servicing a unified demand for
mla and cwmﬁs. It is expected that the Engineering Corporation

e Treedon 10 Cross departmental bowmgaries to co~ordinete

2 to

the aetiﬂ%ies rﬁaﬁng to a single project.
' 95, 'The Ministry of Industries with the exceptions indicated, is respc
é%mting the expenditures of the Corporations and the Departments. The

srocedures snd control of expen&ituras are different as between

' aytmental expendibures are

ment ?irw.aeial Ee@l&tim The Corporations are

ulations and enjoy the freedom of cmrcial

control and the directives of the Minister,

= ﬁa ﬁmﬁw ﬁa exmita such control by Government Departments
lating broad principles of

 Bt411 exist anu the Ministry is at present formu
financinl procedure which will ensure complete freedom for commercial

undertakings, but providing for accountability.

ngible




Vi. TPy RCInG

DY VELOPMEYT PIMN NCE CORPCR/TICH :

96, The Development Finunce Corporation was cstablished in 1959 fur the
purposes of':

(a) ‘ssisting in the estublishment, expansicn ond medernization
of private irdustrinl and agricultural enterprises of Ceylon,
and

(b) Enccuraging and prcmoting the participaticn of privute
capital, both internal and external, in such enterprises.

97. This Corporation is empcvered to provide long term and short term credit
with ourwithout security, by purchasing or subscribing for shares or other
securities, or by acquiring eny othzr type of holding. It can underwrite
nev issues of stocks, shares, bonds, debentures, ard other securities; and
guarantee louns from other private invesiment agencies, make fundg available
for re-investment by selling any investments of the Corporation wvhen and as
appropriste. It is elso empowered to furnish managerial, technical, and
adninistrative services to private industrial and agricultural enterprises

in Ceylon.

98. The Development Finance Corporation grants medium and long term loans at
7‘ per cent. (n redeemable preference shares, for which no security is
required, the interest rate is 8 per cent, though these rates of inicrest are
somewhat variable. The applicent is advised to keep in touch with the
Secretary of this Corporation in order to obtain information regarding any
.changes in the rates of interest. The Corporation does not normally grant
very small loans as it is concerned mainly with medium and large scale loans,
99, The terms of repeyment vary from 5 to 15 years depending on the purposes
for vhich loans have been granted, There is no hard and fust rule in regard
to the pericd of repayment or in regard to the time at which first instalments
are to be mede. Industries which are starting anew will nommally be given
one or two yeurs before they make thelir first instalment. Industries for
vhich capital is needed for expansion will be required to start repayment
elmost immediately.

 GRICULTUR: I, {ND INDUSTRI. L CREDIT CORPOR/ TIONS:

100. This Corporation was established by Ordinance No. 19 of 1945 fer the

purposes of re-financing agricultural debt and financing nev industrial
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enterprises by proviiing lons term crelit facilities. The Corporation is

guthorized to granl loans for exploitation of minerel resources, constructicn,

repalir or renewel of any tuilding, fretory, mill, mine, machinery or

equipment used or to be uscd for cny indusirial wndertaking, the monufacture

or preparation ol any jrdusirial product or commcdity for sule in the m rket,

es incidental, sccessory or uncillary to any of the above
dation of any debt in connectlon with the

for any purper

purposes and also for the ligui

above.
101. The minimum lcan is Rs. 500 with & rete of interest of 5 per cent per annun.

The amount of the loan will depend on the security; on immovable property
loans up to 75 per cent of the value of the security offered will be given,
and amounts up to 50 per cent in the case of movable property.

102. Repayment is” on the vasis of half yearly instalments. The period of
repayment varies from 10 to 25 years depending on the security.

DIRECT CT/TE LOANS:

103. Since the two institutions (:ICC and DFC) 414 not give exhaustive
coverage to all prospective entrepreneurs it became necessary for the
Governnent to make loan facilities available through the Department of
Industries to medium and small scale industrialists, These Departmental
loans mre granted to co-cperatives, inﬁiuduala, and to public ccmpenies.
104, Loans to individuals are granted up to & maximum of Rs. 5,0C0 for the
purchase of machinery, land, construction of buildings and extensions to
buildings with repayment over periods of L to 20 years., Loans for machinery
are repayable between 1 to 5 years. Loane to public companies and
co-operatives are not limited in amount. 211 approved borrowers may obtain
sums up to 90 per cent of the cost of machinery, land, or other security
offerel. Loans for land, construction, or the extension of factory
buildings are repaysble within & maximum pericd of 20 years.

FEQPLE'S B:NK:

105, - rother significant step taken by the Government was passage of the
People's Bank Bill in 1962, This provides fsr the setting up of a Pecple's

Bark to offer:
(a) Short, medium and long term advances to co=operative:

societies, opproved socleties or {ndividuals for constructing,

repairing, or renovating buildings,;
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Chort, mediwn or long term advonces 1o wny percon whe
interds to curry on any apricultural, industriasl or businecs
undertaking vhich, in the cpinion of the Board of Directors

of the Fank, 1s a small scale undertaking.

VII. M'NPCYER AND TRAINING

106. General Education has been widespread in Ceylon forranyyears., 1In

principle, compulsory education for those between the uges of 5 and 1k was
introduced early this century, and in 1961 school enrolment was about
T6 per cent of the numbers in this age group. Total enrolment was then
2,515,352 and of those children, 655,340 were in secondary schools. It
appears, however, that the greater part of the children at school have been
receiving an essentially non-technical e&ucaticm, designed largely to lead
the better students to an academic career.
107, Until very recently little consideration has been given .o the possibility
of structuring the generel education sﬁrawa 80 that, as well a8 meeting
social ané cultural needs for education, it provides munpower more in
keeping with the type required in the labour force.
108, The general education to be provided at the various levels has been
planned largely on the basis of forecasts of the numbers likely to present
themselves in future years for entry to each school standard. Numbers
likely to enter school for the first time are calculated from demographic
trends, and numbers likely to move each year to higher from lower grades
are calculated using trends in past retention retee. Projections for each
grede up to the year 1981 (and a concise account of the methcd used)
ere availeble in a paper prepared by the Department of Educstion. Furthey
projections, indicating maximum and minimum estimates (on altern:tive
expenditure likely to be available for education) have been
made up to 1981 with the assistance of the UNESCO Advisory Team on educational -
planning.
109, Ihe Technical Education and Training System. Technicel education
institutions have operated in Ceylon for many years. However, there is
8till heavy concentration on the Humanities in Ceylon's Universities, when
at the same time there are large urmet demarnds for technical graduates and
apparently not enough jobs for Arts gradu: tes.
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110. Gince 1956 noticnal plarning hae been concerncd with probloms
associnted with the supply of manpewer in its development prograrmes. In
this regard severcl siludles on varlous aspects of technlcal manpcwer have
been mrde wkich cre presented prior to the discussion of technical training
focilities,

111. The problem of iradequate engineering skills wus highlighted by a
Special Committee sppointed by the Minister of sgriculture & Lands in 1959
which h.d &s 1its terrs of ~eference an Investlgation into:

(a) the existing frcilities for the training of engineers
and techniclans;

(b) the reasons for the shortage of such personnel;

(c) measures necessary to attract the best talent to the
engineering profession; :

(a) provision necessary for the training of sufficlent personnel
to execute the Ten~Year Plan for the Island; end

(e) the number of technical personnel that would be required
both in the Government and Private sectors, for carrying out
the Ten-Year Flan. .

The Committee's investigations were restricted only to engineers. It pin-
pointed thet the shortage of technical manpower wes due to the absence of
planning for the supply of such manpower and the absence of & centralized
comordin:ting cuthcrity in the sphere of technical education and treining.

It also stated that the present treining schemes vere inadequate and th..t

steps should de taken to attract more and more perscns into technical education.
112, The recommendations of this Committee vere agm‘éaé by the government and
approved by the Cabinet in March 1961, The Cabinet directed that (a) &
higher technologist course should be instituted at the Ceylon Technical

College at the earliest possible date; (b) that in the first year of the
course 98 regular engineering apprentices (civil, electrical, mechanical and
chemical) be enrolled for the course; (c) thet s representative committee

be appointed to administer the course of treining.

113, /mong other things, the Cabinet authorized that disabilities in regard

to staff be rcmoved snd funds be made aveilsble for setiing up necessary
facilities at the Technical College; and it authorized that a Diploma, to be
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recogrnized as equivilent to an engineering degrce in povernment service,
should be conferred.
COMMIZCICH OF INCUIRY ON TECHLITC I, EDUC TI1CH

11k, / major step in planning the technicul educution snd training system wus

taken in 1662 with the setting up of the Commission of Inquiry on Technical
Fducatiun., This Commission drew up a comprehensive directory of technical

education and training institutions in Ce;lon including informution about

their capacity. It also conducted a survey of public and private sector
employers to learn cbout their current vacancies. The general conclusions
of the Technical Fducation Ccmmission were as follows: ‘
(2) ‘The present training facilities available are obviously
inadequate. Vhile a framework of sorts for various types of
skills exists, the structure his to be re-designed to cope
with the demand for more efficient training end increcased
cut~turn.
(b) The expansion of technical training facilities can be pursued
vigorously withcut fear of saturating the employment mecrket.
'ny considerable waste or surplus of unwanted skills, is not
enticipeted, Cn the contrary, owing to the inevitable tine
lag between the provision of adequate training facilitles
and the cut=turn of the requisite skills, shortages of skilled
workers of all grades will continue to exist for scme
considereble time,
(c) If the normal staffing retios of 1 engineer: 3 technicians;
25 creftsgen, are applied to the manpower goals of the Tenw
 Year Plen, more than 400 engineers, 2,000 technicians and
10,000 craftsmen are needed annually for develcpment needs.
(d) There should be, as an integrel part of the National Planning
Programme, e Directorate of Manpcwer to have in constant
veviev the avallability, utilization end shortages of technicul
and scientific manpower, and to meke a continuing asseesment
of the expansion and develcpment needs of manpover, ir the

public and private sectors. This organization could also

co-ordinate training in terms of project dewand,




115, ith roelference Lo technical traininge the Coanmiosnion mado vueniher ol

specific sugresticni. The Technical Cempingien wend gurther ot recermendc
ithe setling up of o College of Technology and that a Diplcma in Teelmololy
be intrcduced with an seudemic standard compurable to the depre. Curse cl
the University. Tn repard to the troining of technicians which censtituie”
the middle grades of engineering and industrial employiicnt, the Technical
Education Coemmission recognized the {nadequacy of existing instituticns.

The main problem in this field, €8 revealed by the inquirics, vue in
reference to the disparity in the courses provided by them both in respect
to their curricula and lack of emphasis placed on practical work reiative 1o
theory. Eteps arc ncv being taken to standardize the system of educegtlion
{n institutions for the training of technicians. The Commission also
recommended that the training institutions should be renamed polytechnics ard
be brought under the control of the pepartment of Technical Educciion ard
Training with adequ te provision for an out=turn of a thousard techniciens
per year. The investigations made by the Commiseion 8lso0 revenled &
serious shortage of skilled crafismen end they eadorsed the proposals of

the govermment at that time for the setting up of & Tyade School at Maradens
which planned to cater to 400 full-time students folloving two-year courses
and 900 purt-time students following three year courses.,

116. ‘The Cormission found that steps taken to provide for apprenticeship
training have encountered certain aifficulties due to the absence of a
uniform procedure regarding the mode of selection of apprentices. It has
also ascertained that no uniform rule was adopted by emplcyers in any
particular jndustry or as between the different industries. The Commission
recommended the setting up of an apprenticeship board and 8 permanent
organization to ensure the avallability of sufficient fac ilities for the large
number of tyainees of g1l gredes who will require such training, and further
that an /pprenticeship Tyeining Division should consider the varicus aspects
pertaining 0 such treining.

117. In the light of experience poth the Flanning fathorities as-well as the
Ministry of Industries have realized the importence of perspective planning
in menpower supplies, In thies repgerd the comprehensive analysis of

technicul training forilities mode bY the Technical Lducztion Cepmission and
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some of the rcec-muendations m de by 1he Commissicn cre beins tabin up by the
Government and  the Kinistry of Eduecation.

118. i recent development is the ectablichment of the mall Trnaustries :cervice
Tnstitute at Vclona which is receiving technical assistance from the
International Labour Crganizution.

119, The Departmert of Technical Educaticn end Traning has recently repluced
the Technical Collepe Department and is to co-ordin te technical education

and training facilities ard expand the systen as reguired. There are also

proposals for the Council ¢f Technical Education to regulite and co-ordinute

all types of technical education ard truining in Ceylon.

120, The Department of Labcur operates an employment service and proevides °
vocational training. The principal training Centre is at Urugodawatte, and
is now being operated with technical assistence from an ILO expert. During
1962-63, 722 persons were trained at this Centre in a wide variety of trades
and other callings. Seven smaller centres sre operated with = total of
about 400 trainees,

UST) RAINING INSTITUTIONS FOR HIGHER EDUC TION,
l&. g,gvgsi_ggg It present the lkziversmy of Ceylon has its Faculty of

Engineering which provides speci:tlized courses of four years' duration in
civil, mechanical and electrical engineering., ‘fdmission to follew these
courses is on the basis of competitive examinations vhich are held two ysara
after the completion of the G.C.E. (Ordinary Level).
122, During the pest years the output of engineers has remained at approximately
b5 per annum. This would be increased from 1967 orwards to 100 persons per
year,
123, ‘pert from the University of Ceylon, Vidyelankara University, established
in 1875 and raised to University status in 1959, provides education up to
t&aelevele& %achaaiagistsmahai Honours and General Degree courses in
Busines: inistration of b years and 3 years duration up to the
level of arogmaims. quelifications for technicians and craftsmen.
124, The Ceylon Technicel Collepe. This College was established in 1693 for
training skilled vorkmen for the Railway, Postal, Public Vorke and certain
other depurtments, and has subsequently bee: expanded to provide for
professional industrial courses as well as the training of technicians.




The Institute hns fecilities for clectricsl engincoring (1i¢ght, carrent o
pewer), physics, chenistry, heat engines, hydraulic, gtrenpth of wutericts

ard motor mechanic luboratorics ard Dreving Offlces;  workshops for
carpeniry, patterr niking, {it*ting, plurbirg, eleciric wiring und radio
servicing. ppronirately LLO siudents are turncd cut by this inotitution
every year. It ulso provides gl hoc ¢(n-the=Job vocation courses with
Corporations, Governzent departunents, and private ccrpanies.

125 Institute of Irictical Technolofy, Yotubeade. This institution provides

technico). training up to the level of technicjans, It ag sterted in 19€0
with assistance urder the Colowto Plan from the Canadian Government. The
training facilities provided cater to the Government as well as’ private
requirements. The followmg courses are given by this institute:

(a) Civil, machanieal end electrical or chemical engineermg

: courses for &miar T&chsic&l c&tieera.
(b) Courses for ‘draftemen, egpranﬂces , surveying ead lﬂ#&lmg,
and erchitecture. A

Besides these, therc ere Junior Technical 8@%;9@1: in Kendy, mxe, Jaffna
end /mparai vhich pravz&a ewz*sea ug to tiaa :.m of mmmns and
136 Besides the 1nstitutim W’&Eﬁ ahm, tmre are 5mra1 other units
in the priveate sector which have urdertaken the treining of teehnieiam. The
government has also provided incentives in the form of tax relief in respect
to costs incurred in providing such training facilities, /2lthough technical
education is on integral tut distinct part of the over-all 5ystem of education,
specific inclusion of btasic scientific subjects, technical subjects and gerzaral
subjects has made it possible for the selection of mitabls personnel for
tndustrial and other commercial purposes. Training courses inciude &
thorough acquaintance on the one hand with cottage crafts and on the other
hand with practical knovwledge perteining to skills required in m handling
of s;:g«ta»—éatt machinery and equipment, '
Some institutions provide fmuities i‘w the

trainmg of mnagerial peramnel, notably the Ceylon Technical College, the
Institute of Management, and the Businees Adminstration courses wrgazxised by
the two Universities.
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126, fnhe syllebus of the course in Lusincoo dminioiration pives by the
Depurtrent of Imciness Man: peonent of Vidycuaya University lnlicotes thov it
1s a part-time ccurse and purely theoretical in niture and it would not
appear to £111 the need for training youw:r graduates [or mana orisl positions
in induciry..

129. The cpinion of nembers of the Productivity . ssociation, the Irstitutc

of Marnngement, the Institute of Personnel Management ard the Chamber of

o

Industries is vnanimcus that there is an urgent nced for additional training
of munagement in Ceylon at all levels. This is supported by the Director
of the Ceylon Institute of Ccientific and Industrial Research und the

U.N.T. .0, attached to that Institute,

MANAGENTNT DEVELOPMENT , ND PRODUCTIVITY CENTRE - /4 FPROPCS{L:

1%0. It is the intention of the Government to end this situation and provide
a cadve of highly trained manugers for both the public and private sectors
of industry to Batisfy the present and future requirements, ‘ith this in
view, it plens to set up a Management Development and Productivity Centre
which, at the end of five years, vill have a fully trained staff of n:tionals
capeble of carrying on the vork and expanding the activities es demended by
m:zgiag cirexmtanm.; | :
131, The proposed Centre ia urgemiy m@airﬁ aaﬁ 1%s work would be
emglementa:*y to that of other tz‘am.'mg sem mﬁ instituttions in the
country since no other work of the type required is being undertaken there
woilld be no mrleiiﬁing or ﬁaplieatim* For iﬁstaaee, the Small Industries
Service Institute deals, a8 1te neme suggests, only with small scale
&aémtzge:‘ The new Smm would cover specifically the needs of medium and
large industri : hgency fﬁ?h@ihgrnée&‘&a is 1&1:313 t@ke

133, At the pport prepas proposed nt
L ard Preductivity cwm vas t:a be mialy a msme mtrmm Joceted in
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Colombo ord enporcs in the following 1ypes of work:

()
(v)

(c)
(a)
(e)
(f)

Irenotional sctivities

1 nugement Truindng; including ccurscs in Generol
Management, Labour Rel:tions and Poersonnel Manspement,
“dvenced Cupervisory Iroinlng, Irdustrial Engincering,
Mun- pement /ccounting ard Merketing and Sales;
Resenrch and Development;

Tusiness Consultation Eervices;

Technical Inforrution and Library Cervices;

Begic Training /ctivities for Students, Graduates and

Fost Graductes.









