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SUMMARY

(i) The Industrial Estate Prooramme in 8Sri Lanka Sasxhsdxnsxzinuy
sxxxpaticyxadjaniivweyxit has Leen regarded as a general tuvol fur
industrial development but nol exclusively confined to t..e snall irdustry.
This necis to te spelt out clearly and, if necessary, tiae relative
proportion of the wedium and small units on an istate may neea tn Lo

apecif(ied.

(ii) The Industrial Estate Programme lias Leen formulated and implemeuted
purely by indigenous talent; the bulk of the funds required fur the
programme have also Leen drawn from within the yovernment alloc-tiers,

None of the units in the Istate has any financial ur teciinic»! colt:icraticn

from abLreni,

(iii) The Froyramme is forummlated and [mplemented Ly the lidustri |
bevelopment doard {(ILG) - o statutory Lody set us under tihe hiaistr,
of lnduatries; the Jepartment of Small I.dustry (under the hirietr, oi
Smali Industries) and the Reginnal Development Division (under vae
Liunistry of Pianning) olea operate progrommes for amall amg ror !
industry ns well as handicrafts and candlooms. LThere is need to
streamline ti.e position if the Industrial Zgtate Programuie is to c. ot 1

tm 211 types of small and rural iudustries,

(iv) [he 1udustrial Lstate Programme in Sri Lanka may bLe cornsildere. to
be a qualified success; the LEkala Estate (near Colombo) is undcu. ted?y
a succesrful one while that at Fallekelle (hear handy) is less su iau

that at Atchuvely (near Jaffna) is yet to take off.

(v) The unsatisfactory performance of PPallekelle and Atchuvely is
largely due to their unfavourable physical location and to the relatively

high quantum of rentals Leing chargyed on the Estate.

(vi) The level of facilities on all the three estates is confined to
the basic services of developed plots, buildings, power, water and roads;
none has a bank, canteen, dispensay, recreation centre not to speak of

common service facilities like workshop, tool rovom, etc.

(vii) The costs of building construction and of the utilities at Pallekelle
are high due to unnecessary sophisticated architectural features; at
Atchuvely, there have been considerable time lags in the completion of

clvil works,
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(viii) The policy of charging rentils (purely on the basis -1 coets) hns
lead to the anomalous situation that the quantum of rentals o1 'allekelle
and Atchuvely (which are in rural areas) is more than at Ehala, in the
metropolitan region Ly as much as 23 1.7, There is need for revieuv of

the rentals after a » year neriod to bring them in 1ine with the market

conditions.

{ix) Both Pallekelle and Atchiuvely are located in reyions with consideralule
human skills and entreprenecrshiip; ence, Ly 7 ruitl:le poiicy ol incentives
such as subsidised rentcol (for u liwited reriod) and merningful exteusion

services it siiould he wvessille to mal.e thew Hoth successful.

{x) The Industrisl Jevelopuernt Joart Lo on Zsiate Superintentert « r

each estate wi( e main functinn i35 to onsure zontinc.ty o0 e’xnent. \j s e
while the Industrial PFetates Division at tie deid Citive v tches the oo ilige
tion rentals., Hoth tnece =ervices are -+t resent ..eirg ~erfirmen well: v.ry
few complaints were he:1d »oout tue “crvices wiile the rental rrear: or the

Ekola Fstate atter 13 yers of cperation were bharely lo. of tue antual rent 1.

{xi) 1f the Industrial kstate3d are to cater in an increasing me sure to
the small units, the Induatrial Uevelopment {Joard (1DB) needs tuv t-ike u
nmore promotional role in the management of tie Estate than re v, rvelf

primadly as » 'landlord! collecting rents (rom tenant inaustriaijste. irhe

IDB must actively assist the smali units on (he estute in securiag raw
material allocation, finance, and orders, particularly from government
purchasing lepartments on a preferential .,isis as weil as provide

touneelling and consultaucy. This is apecially require! in the case ol

estatee in the backward svegions.

(xii) A clear cut policy in regard to the expansion of the tuits - both
medium and small - needs to Le spelt out eo that those intending to dov so

can be aware of suchh possilility on the csatate.

(xiji) In view of the semi-permanent character of the iense, a Hire Purchase

policy needs to be formulated - particularly 1t respect of the skala esiate = to

enable tenant industrialiste to possess the buildings as fixed assets, The amounts
so received may be credited to a Revolving Fund which can be utilized to fund the

eetate programme in future,

(xiv) The per capita investment on the tEkala Eetate is around Rs. 13,800
which is in the medium sised category while that at Pallekelle is Rs. 24,600
per workplace created. The capital intensity of the units on the Estate seems
to be higher than outside and the Technical Services Division of the 1DB

should examine the possibility of local fabrication of machinery.




(xv) lhe Units on the Estate produce both consumer goods, mostly textiles
and also intermediate products, There is a significant proportion of women
amongst tlhe workers although none of the Units is operated by n woman. Few
units workx more than a single shift due tu many constraints’the most jmportant

being lack of adequate allocation of raw waterials and lack ot demand. '

(xvi) The Regional Managers of the IbD should Le made fully responsible
for the administration ol tte astatex in their jutkisdication; the Industria)
Fstates Divisior of the 1DB should concern itself with drawing up broad
policy formulations and the long term perspectives of the Programme rather

than with the day to day details of operation.

(xvii) A yreater awireness of colleciive approach needs to Le fostered Ly
the 100; tenant inlu<trialists may ue encouragod/fonnnasociationl which can

cooperate with the Iul in providing services on the Estate.

(xviii) lhere is need for greater linl.age willi other iwural Development
institutions and Universities as welli os the community in which the Estate
is sited; ndvisory committee may he constituted for each Lstate consisting
of represeiitatives of the Town Council, Chamber of Commerce, Industry,
Bdanks etc. 'Upen Days! can be arranged so tihat the public is aware of

the operations of the Estate and its contribution to the community.

(xix) Tle I1DB may think in terms of setting u» in future 'mini-estates!

much smaller in size and containing both developed plots and worksheds which
can be leased to notentinl entrepreneurs. The worksheds shoull be functional

in design and of low cost. The number and location of such estates {isg for

the IDD to decide Hut as o geeral policy but it may Le possible to locate

one such estate in every oue of the 0 districts of the Island during the

next five years. Aduission criteria for such units should be defined clearly
giving preference to the amall units. Functional estates in a few areas like
vlectronics, Rubber and Coconut may alsc be set Up preferably ou a cooperative

Lasis.

(xx) The Industrial Estate has proved a useful tool for development of
Industry and growth of entrepreneurship in the Colombo metropolitan region; U

but in the more backward areas like Kandy and Jaffna, it needs to be supported

by a comprehensive programue of extension services and linked more closely ’

with national aad regional development plans. It is only then that such ludus-
trinl estates can begin to discharge the role expected of them - as 'triggers!
for the development of the region as a whole; otherwvise they are likely to
remain, as they are in many cases, mere status symbols.
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INDUSTRIAL ESTATES IN SKI LANKA
«eo an Appraisal

1. INTRODUCTIUN

Sri lanka (formerly called Ceylon) is .n island renublic

to the south of Inuieo with on area of 275,000 sqeuiles ~nd a popul-~tinn
of around 14 million. The country is Lasically riculiurel, Iargely
dependent on three plantation crops - Le:, rubuer v covonut, the GNU
in 197" is estimnted to be Rs. ’1.)* Lillion wuile the per capitn
income is ws. 160 (L.S.3 163) (1 U.Ee B = D406 Sri tauas wunees). At
constant factor prices {(1954), the NP is Hso 11,0110 LIllion uw Lae

per capita income is Hs. 7106,

1I1. GENL AL INDULSTHIAL PULICY

2. I'ihe .ndustrial policy of the Governmeut of Sri Lanka
has been enunciated in various plan reports and, mosc recently, in
July 1971 as well as in the Five Year itan (1972-76) curreutly under .
waye. The Plan for the Industrial Sector has lLeen Jdésigned to fulfil

the following objectives :

(1) the need to create employmer.t opportunities;

(ii) the need to exnanu production of essantial commodities
for mass ponsumption to meet the increased dewand from

low income groupr;

(iid) tne need to establish basic industries capable of

providing inputs for other industries;

{iv) the need to bring industry to the rural areas so as to
provide employment as well as better utilisation of

rav materials from the rural sectory

(v) the need to minimise foreign exchange commitment

for investment and raw materials; and
(vi) the need to gear industria) growth to the export market.
To achieve the above objectives, it was proposed that the heavy and

capital good industries and other suitable basic industries will be

State-owned while others will be assigned to cooperatives and private

entrepreneurs.
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7, lhe total industrial production in 1u7% hes Leen estimated bLy
the Central DBonk of Ceylon on the basis of a sample survey at ls. 5,960
wmillions ond the break-up bLetween the vericus sectors o5 industry as

well ns the employment provide. is shown wvelow in the following table

TABLE 1

Industrial production and empleynieut in 1975

Sector Ko, Lwployment Productioun
Miliion its. »

v ——— ——

l. Beverges, loboacco ish 16,704 2,463 .1 41,3
. Textile, Wearing apparel 634 37,349 371.0 14,6
3. Wood & Wood products 18 7,192 46.8 0.8
4, Paper & Paper products 64 5,7 1h 01,1 3.3
5. Chemicals, Petroleum, Rubler

& Plastics 200 12,091 1,743.8 25.9
0e Non-Metallic Mineral poducts o7 11,54%0 201,11 h.7
Te vamic lietal rroducts 1 1,12h 126,0 2.1 '
3¢ Fauricated lietal products 217 1h, 062 oo, 2 <7

(tiachinery $ Iransport)

o hanuf ctured products al 1,172 1.5 0.5

(Mot utherwvise specificd)

1han 107, 9hh 51966.6 100.0

———— fetlioa - cmean

Source : Cyntral Banik of Ceylon - Report on the iconomy in 1975.

"o The growth of industrisl production (at constant prices pegged

to 1970) has beer stendy, thouy: not spectacular. In 1975, there has,
however, heen o mignificant increace of as much as 16% over the value
of inmdustrial production in 19741, The capacity utilised is estimated
to Le ~round 5h.18% while tne value added in the major industry is

Rse 2,241.9 iu 1975. Due to the scarcity of foreign exchange, there hasa
heen sme constraint on the furthci growth of industry, the import of
rav materials from abroad representing as much as 01.27% of the total

imports of such material.

SMALL INDUSTRY DEVELOPMENT :

5 No clear definition of small industry has been officially provided .,
so far, although a number of vworking definitions are employed by Government

agencies. Currently, the working definition used by the Industrial Develop-~-

ment Board (which is the principal Government Agency for the development




of Small Industries in the island) and the financing institutions is
that investment on plant and equipment does not exceed Rs. 500,000 at
current prices, inclusive of the foreign exchange entitlement certificate.

No employment criterion is used in the definition.

G. The establishment of even small industrial units needs to be
approved by the Ministry of Industries and Scientific Affeirs. This is
done taking into consideration the nature of the industry, the employment
provided, availability of necessary skills, both managerial and technical,

and the amount of imported raw material content in the final product.

7. While accurate statistics are not available, it is obvious that
the amall scale sector is a significant component of the national economy.
It is estimated that the Sector (including handicrafts and handlooms)
accounts for 85% of the employment and 65% of the output; even discounting
the handloom and handicrafts units, the small sector is estimated to
ccnstitute 40% of output and 71% of the employment with a capital base
of only 15% of the total industrial investment. In fact, the low capital
investment of about Rs. 2,500 for each work place created makes the
Small Scale Sector an ideal vehicle for development in a Country like

Sri Lanka where capital is always a scarce commodity.

8. The total number of approved industrial units in the country
has been estimated to be around 3000 in June 1975. These are divided

among the following sectors as follows :

TABLE 11

Classification of Approved Units Products-wise

Meat, fish and milk products 37
Fruits and vegetable products 99
Confectionery, bakery and cereal products 105
Spirits and alcohol beverages 32
Other food products, tobacco 125
Ready-made garments aso
Petroleum products 197
Salt and salt based chemicals 11
Other chemicals 109
Pharmaceuticals and cosmetics 99
Soap,vegetable and animal oils and fats 95
Leather and Rubber 248
Wood, Paper and Pulp products 274
Clay, Sand and Cement Products 198
Basic Metal products 137

Ferrous and non-ferrous metal products 349
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Transport equipment and spares 197
Electrical Gonda 145
Optical and FPrecision goods 50
Total : 73?i)
Source : IDB lieport - December 1975,
It may be noted that not all the above units come under the Geinition®
of Small Industry but more than 90 of such units may Lc¢ assumed to hLe small units.

(]
9. The distribution of the small units in the Islond is very uneven, the
large majority of thembheing located in and arcvund Colombo. It is estimated that
as mau - as 06" are in the Colombo District while Jaffna, Kandy, halutar:e anag
Matara acconnut for another 18%, Thus five districts (out ot 22) account for
84% of the units which seems to indicate that one of the hasic obhjectives of
the small units acting as focal poiuts for a Lalanced regional development has

not, in foct been achieved,

10. Besides the above number, there are a large number of unapproved units
which do not receive any allocation of foreign exchange for the raw materials.
Statistics compiled by the Department of Census & Statistics places the total
number of Small Units at 5000, Most of them use indigenous raw materials while
a few buy their import requirements from the open market. There is also a
considerable sector dealing with handicraft for which the country is famous

Buch as batiks, wood carvings, masks etc., as well as handloom and powerlioom.

11, The Industrial Development Board (IDB) was established in 1966 and
reconstituted as a statutory body in 1969, The wain functions of the Board are
to provide assistance to the development of small industry and to co-ordinse
the programmes relating to its growth. It is headed by a senior civil servant
as Chairman of the Board which consists of representatives from othgr adminis-
trative ministries of the Government such as Finance, Planning, etc. as well
as persons drawn from the private industry. The Board receives its budgets

entirely from Government,

12. The Industrial Development Board operates through 10 regional
offices situated in various parts of the country. The regional offices implement
the policies of the Board in identifying new industrial possibilities and
watching them with available local entrepreneurial talent. The Board also
sets up demonstmtion plants which utilise indigenous raw materials such as '

strawboard from paddy husk and starch from manioc.
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INDUSTRIAL ESTATE PROGRAMME :

13. Sri Lanka like other developing countries has taken up the
setting up of Industrial Estates as a specific device for industrial
growth, regional dispersal of industry as well as to relieve congestion
in the metropolitan Colombo region. Three estates have so far been set
up - one near Colombo (Ekala) in 1963, another near Kandy (Fallekelle)
in 1972 and the third near Jaffna (Atchuvely) in 1975. The locations
of the three estates are shown in the accompanying map which indicates

that they are regionally well dispersed.

14, Detailed statistics in respect of each of these Estates is
providsd in the Annexure, Maps showing the site location as well as

the layout of each individual estate are also included in the annexure.

15. In view of the need to make this Rsport concise, the following

brief description is considered adequate :

(1) Ekala

This is the first industrial estate set up in Ceylon and
commenced operation in 1963, The estate comprises an extent of 62 acres*
of land of which 55 acres havs been developed. The built up area is
approxima.ely 35 acres. i3 factory units with infra-structural facilitiss
such as electricity, water supply, sewage disposal e§c. have been provided.
In selscting the tenants on the estate, priority was accorded to indus-
triea which conform to the over-all policy of the Government in regard
to utilisation of raw materials, local fabrication of machinery, emplcyment
and export potential. All the 43 units in the estate are under occupation
and there is a further demand for more units which is proposed to be met

by the construction of 7 more buildings as well as developed plas.

(i1) Pallekelle

This estate has been set up in 1972 near Kandy in the village
of Pallekelle which is about 7 miles from Kandy a2nd 80 miles from Colombo.
The total area of the estate is 75 acrss of which 40 acres has been taken
up for development in the first stage. 34 factory units of three types
A (Minor), A & C - have been constructed in 7 blocks. All factoriss are
cladded with specially made asbestos sheets which are fixed to the concrets
structure in three sections. The roofs of the factory are supported on

steel framework and the rofi ig mater. 3 used are asbestos and tiles. The

. 1 Acre = 2.5 hectares (aprrox.)



design of the factory conforms to the distinctive Kandyan style of
architecture which, while aesthetically pleasing, has added to the cost.
At present, 27 of the 34 units are occupied, many of them by public

sector units as well as a UNDP aided project.

(iii) Atchuvelly

The third estate has been set up in 1975 at Atchuvely near
Jaffna in the northern part of the island. The estate has bheen sited on
65 acres of crown land of which .5 acres has bLeen developed in the first
stage, 36 industrial units are located in the estate, each of an area of
127 sq.metres. The estate has commenced operation a few montha back and
only 14 units have been allocated so far. Production has been commenceri

by three firms occupying 10 units on the Estate.

(iv) Boossa
A former race cours. at Doossa (near Galle) of an extent of
75 acres was t(aken sver for Jevelopment as én Industrial Estate to cater
to the needs of entrepreneurs in the Southern province. Work commenced
in January 1970 with the construction of Superintendent's quarters and
Administration Block. There has however heen some rethinking ou the
desirability of setting up the eatote in its orig.nal concept ani the
bulk of it (except 1) acres) has been handed over tu a publi. sector agency

(Building Materials Corporatiown) for utilisation.

The following table provides at a giance the progress of the

three estates currently cperating in Sri Lanka :

TADLE 111

Details of the Industrial Estates

No. Location Year of No.of Units Invest- No.o. Emaploy- Productim
commen- constructed ment units ment (Rs .Mln.)

— cement (Rs.M) occupied covered

1. Ekala 1963 43 5.96 h3 1218 o 12

2. Pallekelle 1972 34 10.17 07 875 23,16

3. Atchuvely 1975 36 5477 14 106 V.93

16. The Industrial Fstates programme was originally undertaken by
a separate corporation set up for this purpose nasely, the Industrial Estates
Corporation. In 1969, the Corporation was merged with the Industrial Develop-
sent Board which took over the operations of the Corporation which, at that

time, consisted only in rubning the Ekala Industrial Estate. The Board then




sought the sanction of the lovernment for expanling the lndustrial Estates
programme to the central, northern and southern areas at Kandy, Jaffna and
Galle ns a means of attracting new industrialists, primarily in the small
and medium cateqories, to these areas. The Board is currently considering
a programme to expand the Industrial £state concept with some modification
to three more areas, basad on 1 report furnished by the Consuitant while

serving as a UNIDO Advisor.

1?7, All the three estates so far set up provide ready made work
places on » rental Lasis to prospective tenants. For this purpose, a lease
agreement is entered into initinlly for a periodeot 73 years. Any addition
or alteration to the existing buildings can be carried out Ly Lhe Lenants
only with the prior approval of the board. Fire risks for ali tnhe units

is provided by the Board, but the premium is recovered from the tenants

proportionately. Payments for nower consumed and for teleplione connections

are made by the tenants directly to the agencies concernede.

16, No well defined udmission criteria haw been laid down and all
categories of industries and sizes of units are allowed in Lhe estates.
As far as possible, care is taken to site them no that there are no problems
due to pollution. Most of the Tinits are of the manufacturing types although
a few maintenance unites (of the public sector agencies such as Tranaport
Board and Electricity Board) are also located. The general size of the Unics

is in the medium to large category and the number of small units is limited.

V. CRITICAL EVALUATION OF THE PROGRAMME

19, Over-view : Broadly, it may he stated that the Tndustrial Estates
Programme in Sri Lanka is a qualified success and presents a mixed picture
for the present. Of the three estates now operating, one at tkala (near
Colombo) has done well while those at Pallekelle tnear Kandy) and Atchuvely
(near Jaffna) have not fulfilled so far the Lroad objectives of stimulating
entrepreneurship and the growth of small and medium industries in thst region.
In all the estates the bulk of the units can be said to be in the medium and
large sise categeries, while really small units are comparatively few in
number. However, it may also be pointed out that these estates were not
meant tc be exclusively confined to the small industry though small and medium
units were to be preferred. It is also true that the Ekala Estate in the
Colombe region satisfied a long felt need of the entrepreneurs while the other

two have been set up purely on government initiative, For this reason, the estate
at Ekala was operation with more than 1000 employees within three years of
commencement of business and has since tended to level off.



*ii) Occupancy : The ozcupancy rotes of the three estates are 1001
1t Ekala, 30% at Pallekelle and 407, at Atchuveiy, It must be concedad
that mere occupancy i=s no criterion of satisfactory performance; one mnust
look deeper as to the type or units that are actually occupying the estate.
At Ekala, all the units are those of private entrepreneurs and most of

many by existing companies,
thiem were established ufreMm? It can be presumed that most of the units
set up at Ekala were attracted Ly the facilities offerad on the Industrial
lstate, At Palle elle, on the other hand, the small and medium unijts
account for only £ out of the 27 units, the rest being large units or
government agencies (including 2 units occupied by the Police Station).
Another jimportant factor is that over a period of 13 years of operation,
the turn over of business firms on the Ekala Estate is 18 of which 15 had
left for relocation to ! rger premises and only ? can hbe considered as
business feilures. The overall performance of the Ekala Estate can
therefore be said to "e satisfactory and has contributed

significantly to the development of new entrepreneurship in the Colombo

region.

(iii) Locatian : Part of the success aof the kkala Estate is due to
its favourable siting; the estate is close to rail, road and air trans-
portation, The Fallelelle Estate, on the nther hand, is 7 miles from
handy and is connected by infrequent bus service. The estate was originally
conceived as part of o satellite township Lut the remaining elements of

that project were not implemented and the Estate is therefas somewhat

physically isolated, Atchuvely is also poorly connected by road and rail
and the siting seems to h.ve been due to the easy availability of crown

land in that area.

(iv) Size of the Estaie : All the three estates are extensmive ir

area ranging from 50 to 100 acres of land. Althoyh there are differences

in the size of units the number of units is also considerably varying

from about 34 in Pallekelle to 43 at Ekala. [t may be pointed nut that

in Ekala, only the first two stages have been completed while two more
stages involving an equal number of units were 1ot taken up due to financial
exigen.ies. The present size of the Ekala Estate can be said to be fairly
commensurate with the demand for accommodation LY the entrepreneurs of the
aren but at Pallekelle and Atchuvely, there is no corelation between the
number of units decided upon and the actual cr potentiul demand. The size
of these Estates would seem to have been decided on a somewhat adhoc basis

without any supporting techno economic survey,
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(v) Costs of Construction : Cost of counstructiou at Palielelle and

Atchuvely cre somewhat excegsive compured to those at kkalo. In the

former case, the styling of the work sheds is unnecessarily sophisticated
conforming to the distinctive Kandyan style of crchitecture: while thie is
aesthetically striking, it certainly has adaed to the cost of construction,
Even in the cise of utilities, the costs are hLigh .t tallekelle particularly
in respect of the water supply. At Atchuvely, the high cest ¢l constructioun
seenms to have been due to the jrotr.ucted period over which cons.ruction

was undertaken by & government agency. [here is also tne time ,Juctor
involved since the Elkala bstate (Stage 1) proceded the nther twn ¢states

by as many as 7 to |0 years.

(vi) Progress ot Implementation : Refercnce has been made i: the

previous para tn the long time deluys expericnced in the consticctior of
the Atchuveiy Estate. Ihc contract was awarded to the Stote digineering
Corporation - a4 public sector aigency - in August 1970 but it wae rot
completed till December 190737 - more than % years later. At Pullehkelle,
a private firm was assigned the wori. in February 196Y; the est.te weut
into operation within } years by 1072 (with the exceptiov of the water
facility). The differences in the progress of implement.tion muy te due
to tnhe fact that the Industrial Development Bo.rd which had awarded the
contract did not have uade-juate authority to insist on the original time
schedules being kept up Ly the government agency; a small rorticn of the
delay may also be due to rethinking in the IDU itself on the role of the
estate, In any cuse, thers is nced for the JUI setting up strict time
schedules to be followed Ly the contracting . gyc.cy - whether government
or private - in establishing such estates i future with peualty clause

that can be enforced.

(vii) Facilities : Cn all the three est.tas, basic facilities such
a8 roads, water and power have hbeen provided; nt FPallekelle, water was
available only long after the estite begun to operate. Telephone facilities
are available only at EKata and Pallekelle but in the latter case seen to
be inadequate; one unit on the estite mentiored that to communicate with
Kandy (7 miles away) it found it quicker to go through Colombo (80 miles
away). Atchuvely has not yet been equipped with telecommunication facilities

which is a severe handicuap for the few uunits ocperating on it.

Many units ¢n all the estates mentioned that facilities such
as dispensary, vehicle for taking emergency cases to the hospit.l, canteen,

recreation centre etc. were essential.



Nene of the est tos iind o far set up common service facilities

such as workshop, toou! room, testiung centre etc. which would be of

particul ar benefit to the smaller units. One entrepreneur on the
Pallekelle Estate making weighing scales felt strongly that such a
facility was necessary if the estate were to really assist the small

entrapreneurs.,

(viii) Admission Criteri. : Lo specific criterin {except the

approvii of the Ministry of lidustries) seem to have been laid down in
respect of cdmission to the Lstotes lerhaps, in the actual circumstaices,
any selective screening wvon'a hove oeen rossivle only at Ekala where

Lhe dem-nd for nccommodiation ovulweighed the number of units; at the

otlm two estates, the demand was so small tha. such screening would have
been unrealistic. 1lu practice, however, this has resulted in the facili-
ties at the Pallekelle iEstate Leing utilised primarily by one large scale
company (occupying 8 units) and public sector agencies like the Ceylon
Transport Board, Ceylon Electricity Board, State Graphite Corporation

and the Sericulture Project aided Ly the UNLP. At Atchuvely, the position
"is still not clear since it Lis just gone into operation. On the otler
hand, there seems to have bLeen some restriction, implied though not
explicit, to admit only manufactyring units while Service and Maintenance
shops might have been more useful from the point of view of low investment
and high employment. It is significant tha. the only maintenance unit

on the three estates is at Fallekelle by the Ceylon Transport Board to
recondition automobile engiaes; the unit accounts for almost 50% of the
total output of the estate (Rs. 11 million)although the investment in

plant and machinery is barely 0.8 million.

(ix) lental Policy : The policy regarding rentals followed on the

estate is based on the costs incurred in setting up the estate and
amortizing the expenditure over a period of 40 years at an interest rate
of 5%. This calculation is followed uniformly in fixing the quantum of
rentais on all the three estates irrespective of whther the region could
bear the rents. This present practice had lead to an anomalous situation
where the rentals at Pallekelle and Atchuvely are higher than that at
Ekala by as much as 33 1/3%. This is primarily due to the fact that the
gost of land and building construction hams been lower at Ekala having
being undertaken in the early 1960s while the other two estates Were
taken up at a later date. Infact, the main attraction for the units at
Ekala Estate seems to be the fact that the rentals now being charged

(which was itself a modification of the earlier rentals which were even
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lower) is only ¥ to 1/) of the market rental in the vicinity. At Pallekelle
and Atchuvely, on the oth® hand, the rentals charged on ‘he Estates are
higher than the rentrls in the vicinity. It is somewhat ironic that in a
developed area like the Colombo metropolitan region where there is a greater
demand for the units, the reiat should be significantly lower compared to the
wntals of the cowparatively undeveioped areas like those adjoining the other
two estates. Further, no review of the rentals at Ekala have bLeen made in
the last & years so that the charges now being levied are, infact, unrealisti-
cally low. [his seems to be a significant factor in the success ~f the

Ekala Estate and the comparatively poor performance of the other two.

{x) Tenancy Policy : All the existing units &n the tlLree estates are

operating purely as tenants. Dissatisfaction has been expressed by some of
the units of this permanent tenancy position; this is particularly so by
those who wish to expand their operations on the estate itself or who wish
to put up mdditional buildings which they cannot do without the approval of
the Board. No _.lear cut policy has so far been formulted by the IDB whether
the existing units on the KEstate will be allowed to expand or whether such
units will have to leave the estate and move on to new locations. It must be
conceded that the old concept of the estate functioning as a 'nursery' for
new units for a limited period meems bo longer valid and one munt reagnise
the fact that most of the units intend to stay on permanently on the estate.
There seems to be alsc no way of forcing them to quit so long as they continue
to pay the rent charged. llowever, there is need for a clear policy on this
question which would answer problems such as the following -

Can the IDB provide additimnal accommodation either in the form

of developed plots or buildings to those who wish to expand on the
Estate?

If it is the latter, how will rent be charged since the cost of building
construction would be different now than it was 15 years back?

Would such policy be made applicable for both the large and small units?

The IDB has recently approved in principle the need to formulate and adopt

a Hire Purchase Scheme but has indicated that this would apply in the case of
Pallekelle and Atchuvely estates; on the other hand, it is on the Ekala Estate
which has been in operation for the last 1} years, where such problems have

arisan with a greater sense of urgency.

(xi) Rate of Return : It is difficult to compute the rate of return

on the Estate in purely statistical terms. If one were to take only government
investment into account the rate of return is only a small figure of around

3 to 4 % even in the case of an established estate like that of Ekala. On the

other hand this may not be entirely correct, since Industrial Estatesccontri-
bute many tangible benefits to the regions where they are situated. T he fact
hat the individual units operating on the estate seem to be doing well is

t :1gnl:f healthy growht of the Ekala Estate. One must therefore take an over-
all view in this regard and not go too strictly by computing commercial rates
of return on the government investment alone.
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Eiployuent Generation: ©On. of the princiyp al recasons for setting uy

the Industrial Tstates is the aced to cremte evployaent oppor viaiiics
3 P ]
pertizularly in the backward recions of hs couniry. Cn thas Busis,

.y Pl

the Estal ot 11 has given 1. v ~pluyaint fur 1213 povsions
while th> investaents aade ace its. 5,57 4illion Dy the govurnaent wnd
Ra. 10.1 wiliion by the private entreyrsneurs; this woeriks to us HTTE
as Ne. 13,000/~ for e=ach worh place crrated. AL Pallehele, t'e
corresponding figures are that for th* eupluyinent of 875 persons,
investuents nalc by the govern..nt are Ra. 0.1 williosig and by
cutreprensirs (buth private anl JOve.Ruent) W8e ile37 williun wlich
would worh sui to «w per capita investaent of aboal dse o5y Cu -,
Atchuvely is still at too eari; u stadr for siaila. calceulation, It
can be seen fr o the above that bouth ala and rall.iclle Estates
indicate a pe. capita invostuent which is el laryger than Jhat is
tradicionely  xprcted of saall units which is noiaasly arvand

Rse 24700, = for ecach woric piacce creat:l lhe hiigher figures on (lhce
Industrial cstates seem to inlicate ( as brought oit by the astual
statistics) ihat the units on the estates are amuch larger than the
average swall sized units. In fact, on the 2Nals Totate the per
capita investment would take one t, the mediuuw sicsed cateqgory while
at Pallelkelle the per capita investment is as un large sizscd tnitse.
This is perhaps due to the fact that in the latéer Ustate 4 the bulk
of the investment by the entrepreneurs (Rs. 10 wmilliou} is by one
singlec larye unit which therefore tends to outweiyl: the effect of the
other -~nirepreneurs. In any case, few of the units on both L
Estates can be said to be small and the employment qenerated is

therefore not as large as one would have expected initially.

(xiii) Technolugy : Cne of the reasons for the higher per capita investment

on the Lstate nay be due to the fact thaty, by and large, the
operating units are somewhat capital intansive. The type of
enterprises set up on the Lstate involve medium to licavy machinery
most of which is imported and, therefore, tends to be more expensive
than what can be locally fabricated. In one unit on the Ekala Estate
ranufacturing lacey, the entrepreneur had copied the design machine
originally imported and fabricated it locslly. The performance of
this machine was said to be satisfactory and quite comparable to the
impor ted ones. Such innovative practicey, however, is not common in

the units on the Estate and may be due to the fact that no conscious
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pclicy was followed to neet the wmachinery requirements of the units
through indigenous sources. This is perhaps an area in which the
Techinical Division of the IDDB can play a much greater role than what

has been done so far.

Sub-Contracting: Sub contracting between the units on the Estate as
well as with units outside the Estate was not much in evidence even
at Ekala which has been running for more than a decade. Althounh a
few large units have come up outside Eckalay there is no indication
that any close dialogue has been established betwemn units on the
Estate and those outside. Even within the Estate, sub contracting
vas not as much as one would have expected; in monetary terms it was
indeed very small, which may be due to the fact that no collective
awvareness has so far been generated on the Estate either through the
efforts of the entrepreneurs themselves or by the Industrial

Development Bonard.

Al
Utilization 6f Local Resuurces: One of the important criteria for

aporoval of units by the Ministry of Industries is that they should
attenpty, as far as possible, to utilise local raw materials. There

is therefore some evidence that units on the Estate have been set up
to exploit locally available resources. WAt Ckala, for instance,
Manioc is used for making adhesives, timber for tea chests, silica
sand for sodium silicate, hides and skins for leather products and
fruit for canning; similarly on the Estate at Pallekelle, peanut
butter,y, processing of mica and manufacture of silk are being attempted.
In terms of human resources however, there is less indication that
there is adequate utilisation by the units. For instance, the Kandy
region is noted for its artisans in Brass, Copper and Silver as well
as in batik, wat weaving and wood carving. These skblls are not
reflected in the units on the Estate which may be due to the fact
that a separate Artisan Estate is located close by where artisans with
traditional skills are provided living accommodation. There may be
greater scope for setting up new industries which would utilise such
traditional skills, though not in the same artistic form as is being
done now. At Atchuvely also, the considerable human potential
existing in the region needs to be tapped in a greater measure than

what lLas been done so far.
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Exports : The developnent nof Exports is particularly difficult in a
country like Sri Lanka which has to import a considerable amount of
raw material at high cost and whose finished product, therefore, is
often priced out of the international market. Even so, it isa
encouraging to note that on the Ekala Estate exports are being
conducted in canned fruit to Germany and Midlle East and leather

goods to the Middie East. The value of such exports is Rs. 1.56
million which represents barely 3% of the total value of production

on the Estate. At Pallekelle, no export has so far been atteupted but,
at Atchuvely, a local entrepreneur had sho.m considerable initiative
in obtaining orders for the export of canned juice to the Middle d
East., It ix sonewhat of a pity that due to finmncial difficulties,
the entrepreneaur was forced out of business and could not execute

the export order. While it may be momewhat unrealistic to expect

the units at Pallekealle and Atchuvely to undertake exports, therc seems
to be areater scope at Ekala which is close to the transportation
terminals particularly by air and almo since commercial iutelligence
of likely narkats will be available more easily at Colonbo. In any .
expansion nrogramme of the Tkala Lstate, the pos#ibility of lccating

export-orionted units on the LEatate may be kept in nind.

Product Develsunent ¢ The Industrial Tstates offer poséibilities for

bl

government agencies and research institutions to und-rtake pll,t
projects whose commercial viability is yet to be dewonstralerl, it
Rgala it is proposed to nanufacture instant te. thras st %
process dev: 1. ed by the Iea Rescarch Institute, while the I
itaself is planning tu set up . plant for the manufacture of peanut
butter/‘t‘nf:rl}.}:g.a}:.to be need for greater linkage with the
Universities and R & D institutions so that the facilities avallable
on the Estates, which in the case of FPallekelle and Atchuvely are in
any case remaining under~-utilised, can be meaningfully employed for
pilot projects which would make the commercial viability of the new

processes uure readily apparent to potential entrepreneurs.

(xviii) Industrial Relstiops : The working conditious of the labour in the

units on the Estate seem to be good and better than the average
working conditions in the country; consequently, industrial relations
have been satisfactory except for sporadic trouble, largely at the

instance of the trade unions which are organised on a country wide basis.
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Large nnits on the I'state seen to generallv wrlecome th: pr-gsence of
trad> unions w3 providing representativs orjunisation: .0 urgotia-

tions on v=half of the workers while (he anill sntreprsncavs, s ln
gyl developing countries, are nnenthusiastic and wary of such unions,
regarding them as intrasions on the close personal relationships that
exist betwern mananersnt an! labour in o svrall u-it. Anothor
important fact:r ses:a to be that in most of the anite ilie Lop
nanagement itmelf is not available on tle prenisas oy ths Estate
since the lead Gffices are located in the main towns an! only the

sccond level wanagement worke in the factory, This is 2cain o

reflection of the fact that nany anits on th» .state ar -art ol
larger units whase llead Uffices are | .cal~d aueside th- Ystabe.
collective Action : Cne of the importent lacuns in ihe Ianduatrial

Estates Prograwne is the lach of cullactive appreach eithsr by the
Manageuent or by the tenants themselves, Lven ot ikala where the
Estate has been in operation for moce than 10 yearsg no association
of the tenunt industrialists has so far been foraed; in fact, the
meetiang called by the Consultant to discuss th+ problenis of the
Estate seeans to have been une of the first of its cind and iwany
persons who attended the meeting expressed the view that the IDD
should take the jnitiative to hold suck aeetings at frequent
intervals to discuss problems of mutual intersst. Communication
between the IDB and the units is at present through circular letters
which are not always received by the units. Ultinately, a reapresen~
tative association of the tenant industrialists would be helpful to
the IDB itself in providing an organimsation through which close

contact can be maintained with individual entrepreneurs,

Community Linkage : At present, there seems to be no specifio linkage
with the community by any of the Cstates, The Estates Programme
therefore has not been built into the general development programmes
o1l the region either at official level or at the non official level.
This deprives the Industrial Estate of the strength and support it
would have otherwise obtained through a greater involvement of local

leadership.

Management : The managemert of the Estate by the IDB is through the
Industrial Estates Division at the Head Office and the Estate Superin-
tendent located on the premises of the Estate. A significant portion
of the management functions of the IDB is the collection of the rentals
and the maintenance of essential services. This was presumably so

because large and medium sized units can well look after themselves
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withoui uch asgistance by vutisile agencies. 1t is satisTactory t.
neie that hoth theer Simctions are being perforied adequately by the
»zisting ranagenent structure, Therec were hardly anv complaints

e jarding the ess~ntial seivicea and the total arrears on the Ekaleo
Estate is barely Re. 50,000 - which repre:ents only 1075 of the annual
rental of the Estate. A portion »f this an:int is shown as arrears

but actually is in dispute between tne 1DD and the entrepreneur,

There is however need for re—thiniking on the role of the IDR
Jir the wanagement of the Jatate. This will become jarticularly
necessary as a majority of the units on the Estate in future will be
snall sized rather than the medium and large sized inits which exist
at present. In shch a situation, the present pattern of manaqgement
may be unable to provide the integrating characteristics of the
Industrial tstate. The Superintendent of the .stute is a compara-
tively junior official of the IDI whose comprehension and ability to
deal with industrial units is limited. Tezhnical counselling which
is now being sporadically done by the ltead Office of the IDD may need
to be undertaken in a nure systematic and methodical basis. Training
Programmes at various levels may also be undertaken to provide tech-
nical support to the suwaller mized units on the istate. A Programme
of this type has been proposed to b= taken up at Pallekelle but

has so far not commenced.

An important point in this connection is that the Regional
Hanager of the IDB - who is the 'Man on the Spot' - does not seem to
'tave a sense of involvenent with the operations of the Lstate which
are largely handled by the Industrial Estates Jvision at the licad
Office. This‘it turn,dcpriveu the Industrial Lstate of the guidance

of a senior official of the IDB who is located nearby,

Az the characteristic of the units on the Industrial Estates
changes fromw a predvminantly medium sized to smaller units, the

sanagement role of the 1DB also needs to be suitably altered,
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vi. “UIDE LIKES FOR THE FUTUIL.

0. (i) Ubjectives : f[her~ is need for defining clearly th. ubjectives
57 the Industrial tstates P'rogramme in Sri Lanka. Th» [vograame has
suffered Lo some extent by a multiplicity nf objectives which are
nit always cizar tu the aperating personnel. For instance, ts the
Industr al ustate Programme meant for develouent of swall industry
o1 fcr regivnal lispersal of industiy or is 1o ceant for crcacilt]
New cuployitent opportani ties in the ruval arcas.  ajaily grovth of
entrepreneurship and ralieving vrban cougestion Luvs 130 boeon aaed
a~ the objectives nf the programwe. lnevitably, th- .bjectlive: wirt 12
vary [rom one istate to the other; for instance, at Ll.ala the ain
ephusis would e Lo relieve the ¢ ngesticn of indist ial growth fro:
.o o tronolitan area whiile in the soni-ichan areas U000 W sy
an cuphasis on regional dispersal anl crosth of sntry ronsarship. It
is falt howevery that bot!: the governuent as well as «xectting
authiority, nawely the Industrial Qevelomenc Beardy Sl bore woll
defined objectives foi mach of Lhe “sint=s 82 that Lhoir peffori.ance
co1ld br ~v.luaced foir a perviod o° ¢ e acainst thogo uwor.i; 2ther-
wiscy avalu.tion beecoaes Jdifficult since Py owould not v rite clear

as to what was inten’el to be achicved in the fivst instan. .

(i1} Long Terw Perspectives Anzimpurh.‘nt “pect of the jrowth of the
Induzirial oetates Programme "is to .. ' Loth shori tera and iong
corn perspectives. ihis would necresarily have to b linked to boh
Mationaul and Regional plans so that the Inlustrial Ustates fur
fportant <lenent ia 0 towal Jevelopment picture. In rrrard Lo tlhe
long terw pluny one weulld wish (v Wpow on any 1w Uslatey are
proposel to be s ip in the next 7 vr tu yeuis aul the type of
Cslates as well as the nature of industiry that is propus-d (s Fe
encouraged. FTor this parposey 'groew.hi centires' need to be idencified
in each of the Estates so that they can b. suitable locations for the
proposed Industrial Estates. It is suggested thaty as a targety, IDB
may consider the setting up of on~ Estat- in each of the 22 districts
in the course of the next 5 ye®ars. «ithin the loug termn perspective
plan, a short teru programmne would also need to be worked out so
that the operating personnel are clrarly aware of what is intended to
be done in the next 5 years. Such a programme needs to be linked with
the overall development plan for small industry as has been outlined

in the report submitted by wue as UNIDO Advisor a few months back.

That report envisages the doubling of the small scale sector in the
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course of the next 5 years which, in councrete terms, would amount +to
cstablishing 5000 new units after a period of 5 years. The Industrial
Estates would naturally forw an important infrastructure for such a
proaramre and any intensive campaign undertaken for the purpose of
impleshenting such a plan would need the facilities sought to bhe

provided on the Industrial lstates,

Location Folicy : \ clear location policy should be formulated so

that the siting of the Industrial Estate Jdoes not suffer from the
handicaps as has happened in the past. While political pressures and
other constraints do play a party it is unfair on the Industrial
Estates to load them firom the beginning with such handicaps as would
makc¢ their efficient functioning almost impossitle., As has been stated
above, a Techno-economic survey should be conducted in the area where
the Estate is proposed to be located so that a suitable site for the
Estate as well as various other aspects could be thought out care-
fully well in advance, The IDB can entrust the establishment of

such an Estate tu a suitable agency for execution with the necessary
penalty cl.usé for delays. It is also important that various utilities
like power, water, roads, telecommunications etc., are made available
to the prospective entrepreneur at the same time to enable the
industrialist to begin operations at once. The Industrial Estates
Division would need to keep a close tab on the progress of various
projects simultaneously so that the Estate can begin to function
effectively as early as possible. For this purpose, various devices
such as are commonly available to management in the shape of PERT
charts should be made use of in order to make the programme a

successgful one,

Optimal Size : The size of each of the LEmtates may have to vary based
on the potential demand in the particular area. Those sited in the
rural aream may preferably be 'mini-estates' which are amall and which
contain both developed plots as well as buildings. It may not be
necessary for the number in each case to exceed 10. Both piots and
buildings themselves can be fairly amall in size and functional in
design. In the semi-urban areas, it may even be possible to think in
terms of flatted estates which occupy much less space. In some cases,
one can think of artisan or technieiah type of Estates where the
facilities provided need not be as elaborate as in the case of

conventional Eatates.
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(v) Rental Policy 1 The present practice of applying a uniform rental

policy in «11 areas may have to be changed to suit the particular
ciremstances. In the rural and semi urban areas, there is need to
subsidi=e the rental for a limited period to enable the smuall
entrepreneur to take alvantage of the facilities offer~d on the
Estate. Recently, a three month no-rent period has been announced
for new entrants as an incentive; while this is a step in the right
direction, it may not be entirely adeguate. It wmay be necessary to
go further and charge no rent at all for the first year and build
up to a market rental over a period of 3 to 5 years depending upon
the stage of development of the region. I1* is important that the
rental to be finally charged should have so. » relation to the market
value and should not be based entirely on the cast incurred in
setting up the Estate. Another way would be to charge only % the
rental for 3 to 5 years and then bring it up to the full pariet
rental at the end of this period. In either case, it is undoubtedly
true that government would suffer certain loss of revenue but on the
other hanl it hust be conceded that to keep the buildings,built at
considerable costy, vacant for fairly long periovds nay mean an even
greater loss. In any case, if new industrial wunits come up quickly,
any loss which governwent might entail by mubsidising rent would be
more than offset by the total benefits that would accrue to the

¢8wunity and the region as a whole throvqgh the units.

It is also suggested that a review of the rentals be made at
the end of every 5 year period so as to make necessary adjustments in
Atuh:ntum of rental taking into account the fluctuation of the market..
This could avoid the situation that has arisen in the Ekala Estate
where the rental charged is unrealistically low compared to what the

market and the industry can bear.

A llire purchase scheme may also be formulated in respect of
the three Lstates now in operation but its benefits may be extended
to the small and medium units only. The large units may be allowed
to be continued on a rental basis as at present or preferably
persuaded to move out of the Estate altogether to a more suitable

location.
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Aduission Policy : While mso far all industrial units werc brinn

adriitted into the Estate as a pragrnatic neasure, . tine has cooer
when s ail amd mediun units should he preferred Lor such atd:sion.

Larne nnits ay he allowed but only if they are capable 7 (roviding

significant sub-contracting to the snall units, Ma‘nionons n’
repair shops should bhe encouransd sincs thie proviles o it o
the technical skille present in each recion and aleo joo o0 1”

e toyment at a comparatively low cost. [he resent o icy f
accrrin~ pretorence to those tilisin: 'aral csgouran. o

b e ntin 1.

TLoaay U artesmenrs oo cive J e ate prhianit L U0 ratlities
being created on ruch of the new Indistriail Tctab ¥ Wl oL Invite
applicativns frou potential tenawacs inlicating the typr o7 nlistsy
that woill be encourajedt on the Tetatees The screeniny o0 it
applications shuild be dune carefully by an o tvinois oo ditee who
could al.v interview the applicants and asseus the enirepreacirial

capebilities which they possess.

Services : Industrial Est. tes should e regarded not just as a
building programne but as a complete 'package of services' .o LU«
small entrepreneur. This would natnrally include essential seovices
such as roads, water, power and telecomunications. It ra also
include, am far as possible, a well-equipped Jdispensary, a ban'iy a
post office, recreation centre etc. It is also desirable to set up
commcn service facilities such as wourkshop, electroplating section,
die and tool making centre which would provide the much ne: led
gervices that can be charged at commercial rates. If a private
entrepreneur is not coming forward to set up such facilitirs, the
IDD itself may have to set up thege facilities so as to make the

Industrial Estate a truly composit one.

Functional Estates : The pattern of the Industrial Zstates need not

be a wulti-product type as has so far been attempted; a few functional
Estates which are uni-product delaing with such items as Electronics,
Rubber and Coconut may also be thought of at suitable locations.

Such Functimnal Estates will enable a higher level of common facili-
ties to be set up including, at times, specific processes which are
integral to production; Testing and Technology Development Centres
could also be set up on such Estates. It may also be possible to
encourage grocups of entsepreneurs in the same type of industry to

come together to form a Co-operative Association which could then be
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supported by the concerned government agencies tn establish an

Estate. In Japan, governnent provides interest free loans to such
associations and almoat all the Industrial Estates in that country

are established on that basis; in India, government makas contributions
to the share capital snid also provides common service facilities to
tho Co=operative Lstates. In a few cases, large scale private
establishments particularly in the engineering and textile industries,
way be encouraged to set up ancillary or Sub=contracting Industrisl
Estates which would deal with items which the parent coumpany reguires,
In thi= msnner, the expenditure to be incurred on the Industrial
Cstates Programme, in future, need not aiwsys be by the IDB but could
be shared with Co-operative Associations and even private large scale
industrislists. It will also provide a diversified character to the
programme and make possible a comparison of the relative merits of

cach of these ILsatates.

Management : A more dynamic role would need to be undertaken by the
IDD in managing the Lstates psrricularly in the rursl areas. A
Review Team set up by the IDB in 1971 made a specific reference to
this aspect in their report thus: " there has been a considerable
re-thinking on this subject and the policy that is dow being laid
down is that in estarlishing Industrial Estates in future, the 1DD
should not confine its activity to the provision of factory buildings
and physica! services but should play a more positive role ". Such

a role would include, among other things, assistance in securing
financial credit for the units on the Estate, preferential allocation
of scarce raw materisls and even Marketing. 1In all these areas, the
IDB through the Industrial Estates Division, as well as the locsl
staff should interest itself in the day to day problems encountered
by the units so as to ensure their ultimate success. Where necessary,
the 1IDB could also act as a dulk supplier cof scarce raw materials; at
least, it could make known the requirements of the units to such
bulking agencies as have been designated by the government. One unit
on the Pallekelle Egstate was complaining that yarn being supplied by
the bulk supplier (which is a governmenmt agency) for making canvas
cloth was poor in quality and, therefore, its production was sufferinmg.
It is precisely these type of problems that the IDB ghould take up

if it is to discharge a positive reley rather than remain content with
executing a dbuilding programeue.
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Such a role would require a higher calibre of utstate Managers
than is available at present. The Eatate Manager should be a '"live
wire' and constantly in touch with the units on the Estate so as to
provide them arsistance and help and act generally as a 'friendd,
philosopher and guide'. The Regional Managers should also be brought
in to the picture and they may be made fully responsible for thoe day
to day operations of the Estate leaving the Industrial ostates Divieion
at the llead Office to perform the 'staff' functions such as policy
matters as well as providing the perspectives for the prograinies,
identification of new growth centres and, generally, cversecing the

entire programne,

Technical ‘ounselling and Training :+ A new dimension nerds to be

added to the present Industrial Estates Programme by providing c’user
linkages with R & D Institutions and the Universities, lechnical
Committeas could be set up fur each of the Industrial cstates where
expert technical personnel could be requested to offer their asgsistance
in finding solutions to problems. Training programiaes, both technical
and maspjagerialy, would need to be undertaken so as to up-gradc the

level of skills existing on each cstate.

Community Involvement : Finally, there is need to fosicr a collcective
thinking on each Zatate; for this purpose, the entreprsneurs on the
Estate Lay be encouraged o form an Industrial Lstate Association
which could then maintain a dialogue with the Industrial Developuent
Board. Advisory Committees may be constituted for each Lstate
consisting of representatives of the community, the local Municipality
or Town Councily, Chamber of Commerce, private industry, banks and
Industrial istates associations. 'Open days' could be held at least
once a year so that the public would become wore fully aware of the
working of the Industriasl Estate and benefits that accrue to the
community through them; ultimately, if the Industrial Lgtates
Programme is to be successful it cannot be operated merely as a

government programme but should have a community image as well,



CONCUUSION :

The Evaluation Study has brought out the fact that where
the Industrial Estate Programme has not been executed with well
defined objectives, there is a tendency for the large and medium
3ized uits to take advantage of the facilities offered and that the
small units do not derive adequate benefit from them. While it is
true that the larger units can show rapid progress, the over-all
objective of the growth of Small Industries is not thereby achieved.
It has also shown that a mere programme of construction of buildings
does not by itself attract new industry, particularly in the semi-~
urban and rural areas. It needs to he btacked up by a comprehensive
and integrated poackage of services that enable the new entrepreneurs
to establisn and operate their units with success. Without such a
back-up, the effectiveness of the Industrial Estate as a too! for
regional development would seem to be limted. Finally, it is
necessary to 'tailor' such services to suit the stage of development

of a particular region and not apply a single criterion uniformly.

The Industrial Estate Programme can be a useful tool in a
developing country but must not be expected to work miracles;
given clear cut policies and dynamic implementation, it can play

an effective role in the pattern of regional development.
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BASIC STATISTICS ON  SRI

LANKA

( Source
by Dept. of Census and

Area 25,332 Sq.Milesn
13.18 Million
22.4 %

77.6 %

Population

Urban Population :

Rural Population

Expectation of Life at birth : 64.8 years (Male)

Statistical Pocket DBook of Sri Lanka

Statistics 1974 )

Density/sq.Mile 520

66.9 years (Female)

Colombo : 585,000 Kandy : 83,100 Jaffna : 108,000
Total Employed : 3.622 Million
Agriculture : 50.4 %
Manufacturing
& Mining : 10,0 %
Touriam s D5 %
Community &
Social Services: 13.5 %
Number registered on Employment ..xchange :t 470,360
Technicul : 86,3411
Skilled : 107,367
Number of Students at University : 12,050
Schools s 2.596 Million

Area of Land under Tea

598,740 acres

Rubber 564,824 "
Coconut : 1,152,428 "
Maize H 94,378
Chillies H 111,984 ®
Manioc : 278,349 v
Electric Power Installed Capacity : 262 MW
Production ¢ 980 Million Units

Total Number of Motor Vehicles

Cars and Cabs

.

Number of Bus routes

Route Mileage covered

Number of Telephones

Broadcast Receivers

187,671
89,771

993

30,083 Miles
39,600
305,290
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ANNEXURE T ()

INDULTKIAL LSTATES STUDY
ESTATE  REPORT

¢t SRI LANKA

BASIC DATA

Region : Colombo 2. City :
Population : 1 Million (Approx.) 4, LEstate
Ownership : Government

Executing Agency : Industrial Development Board

Physical Dats -
Industrial Buildings : 18,400 5q.M. (Exclusive
Admn,. & Service Buildings : 310 Sq.M.

Roads & Green Area : 28,400 Sq. M.

Total Site Area : 248,000 Sq. M.

Industrial Buildings

Category Unit Area No. Construvcted
Sqe Metres
A Minor 96 6
A Major 195 6
A 314 9
B=1 420 5
p=2 475 3
C 726 8
D=1 1000 2
D=2 970 2

Industries Represented
Fruit and Vegetable Products H

a

Food and Deverages g 1
Textiles H ¢
Petroleum & Petroleum Products 3
Chemicals : 2
Leather & Rubber H 1
Yood Paper & Pulp : 3
Clay and Ceramic : 1
Metal Induatries s 1

Ferrous & Non Ferrous Metal

Products H 3
Transport Equipment & Spares H 2
Electrical Goods s 1
32_

i
i
1
|
i
|

Colombo
: Ekala

of open area)

No. Occupied

[ CONE I B - BN BN - B - -
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9. Services & Common Facilities :

10,

Services Transport

Electricity : Yes Internal : Yes

Water : Yee External :

Steam + No Rail : Upto Kudahakapola 2 Lkr. away
Waste ltoad s Yes

Disposal ¢ Yes Vater . No

Telephone t Yes Buses . Yes

Administration Building Apenities

Conference Hall : No First Aid : Yes
Exhibition : Under consideration Doctor : No
Tech.Library : Yes Fire Brigade : Yes
Class Room : No lolice : Yes
Central W/Shop : No vare House : No
Social Bcrvices Bank : No
Bath-house : No Centeon ¢ Yes
ool oo | Thome amemitden sre o lestaurane Ko
Creche ¢ No the township that Shops : No
Social Centre : No Il;::.a‘t:.:n:. up near the

Sports Ground : No

Houring ¢ No

Financial Data (local Currency - Sri Lanka Rupees) 1 US$ = 8,66 S.L. Rupees

Land
Utilities

Industrial
Buildings

(Common
Facilities

Social Services
Total

0f this amount,

Ree

420,000
2,285,118

4,260,588

Nil
Nil

6,966,706 (Source 3 Report of Industrial Estates
Corporation - 1966-67)

2,520,000 was made available by US Aid and the

rest by Government of Sri Lanka.

Payment for Occupancy

Rental :+ Rs.2.24 per Sq. Metre.
Market Rental in the wvicinity : H8.5.35 - 8,00 per Sq. Metre,



11.

Progress in Implementation

Proposed to establish the
Official Sanction

Purchase (or acquisition)

estate

of land

Industrial Buildings - Stage 1
Stage 11

Utilities completed

Date of commencement of operations

11. ECONOMIC PLERFORMANCE

12.

13.

14,

18.

Membership of Estate
Established Local Firmes
Newly Established Firms

3 1
: 24

Estimated Sales in 1975 (Local Currency)

All Firms : R 47,12

Sample 1 : Sales below

between

between

between

above

Million

100,000
100,000 &
800,000
500,000 &

1 Million

1 Million &
5 Million

S Million

Planned Actual
Date Date
1960
1961
Jan. 1962 March 1963
1964 1866

May 20, 1963

No. of Units

2

10
3

1 Unit making Instant Tea is not yet in production,

Persons Engaged

All Firas : 1,218
Those Employing 1 - 10
10 - 30
30 - 100
100 - 150

(Data for one Unit not available)

" Left Estate

Business Failure

Relocated to larger premises

persons =~ Nil
" - 17
" - é
" - 2
Juaber
3
18



16.

17.

18.

20.
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Intra Estate Sub Contructigg

9 Units purchase intermediate products from other items. These
include Steel Locks and Studs (for leather goods), Mild titeel Sheet
scrap (for typewritcr ribbon bobbin), Corrugated Cartons (for packing
fruit juices and gas mantles), Machined Components (for hLerosine
cookers), Chemicals (for maling lace and painte). The value of the

sub Contracting is however not available.

New External Sub Contracting

Since most of the products involve chemical or engineering process,
there does not seem to be much scope for external Sub Contraciing (as
distinct from outright purchase) as would be the case in assembly

production.

Mew P'roducts Developed

Most of the items being produced in the linits on the Estate are
conventional except Instant Tea which is an innovation pionecred by

the CI1SIR (Ceylon Institute of Scientific and Industrial Kesearch)
and Tea Research Institute,

llse of Local Materials

Many Units are using local raw materials for their production.
These include Manioc (for adhesives), Timber (for Tea Chests), Silica
sand (for Sodium Silicate), Lime (for chemical lime), llides and Skins
(for leather products), Fruit (for canning), Tea (for Instant Tea) and

scrap lron, Brass and Aluminium (for metal parts).

Exports Developed

There are exports of Leather Goods (to Middle Last), Canned Iruit
(to Germany and liddle Last) and Glazing Material (to Africa). Total
value of exports in 1975 is Rs.1.56 Million (Food & Beverages =~
0.936 Million; Leather - 0,523 Million).

IIT1. SOCIAL DUEVELOPMINNTS

21,

Average Earnings (Sri Lanka Rupees per month)
Unskilled Manual Workera - Ra. 180/200

Skilled Manual - KR8, 300
Technician - Rs. 450
Non-Manual (Clerical) - Rs. 300
Supervisory - Rs. 500 - 1000.



ey

C2. Labour Union Membership

Number of Union Members - Almoat all belong to one of the four
Unions organised on a Country-wide basis,

Employer attitude to Union

Membership = The larger units feel it helpful but the
smaller units regard it as a necessary
evil.

23. Worker's llousing

No llousing is provided since the workers come from nearby villages

and commute daily from their homes.

24, Community Benefits

Besides the employment granted, the Industrial Kstate has spawned a
new township and has contributad to the growth of industry in Fkala. A
leading multinational (Union Carbide) and a joint venture (with
Lambretta collaboration) have set up plants for production of flashlight

batteries and Scooters assembly adjacent to the Estate.

[ ]
[&]
.

Liducation, Training & Ewpiovyer Counselligﬁ

These activities have not been taken up on the Lkstate since such
programmes are available in the Colombo Metropolitan region., The

workers and technicians are deputed to participate in such activities.

Problems & Comments

(i) The Lstate was set up in response to a felt need;
(i1i) The utilisation of the Units is 100% which is very satisfactory;

(iii) To meet the demand of additional Units, an expansion programme
has been formulated to pruvide 7 additional Units (with the
existing infra-structure) at a cost of Rs. 5 Lakhs;

(iv) No special common service facilities are provided since it was
felt that such facilities were available in the Colombo region;

(v) Rate of return on the Investment -

Annual Rental due from all the Units - Rs. 516,000
Administrative Costs - Re. 175,000
Depreciation - Re. 128,000
Net return from the estate - Rs. 213,000

Rate of Return - 3.5 %

One needs however to note that the Industrial Estate is a
promotional device and one must also take into account various social
benefits (both tangible and intangible) in computing the return on the

investment,

-/ICO
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ANNTXURE I (b)

INDUSTRIAL  ESTATE S5TU

1 SK1 LANKA

1. BASICDATA

1.
3.
5,
LD
7.

Region : Central 2, City : Kandy
Population : 100,000 (Apprex) 4, Fstate : Pallekelle
Ownership : Government

Fxecuting Agemecy : Industrial Development Beard

Physical Data -~

Areas

Industrial Buildings : 14,002 Sq.M. (exclusive of epen area in eseh plet)
Admn, & service Building Separate building previded,

Hoads and Green Area : (8 acres) - 34,400 Sq.M,

Total Site Area : 172,000 Sq. M.

Industrial Buildings (Covered area enly)

Category Unit l‘rea No. completed Ne. occupied
A Mimer 342 16 13
A 321 10

C 690 [ 7
Jndustries Rhepresented

Textiles e« 3 (beth privately ewned)
Sericulture - 3 (UNDY aided project )
Feed Products e 1 (Unit of the IDRB)
Transpert Lquipsent &

Spares e 1 (Public sector wnit)
Dairy Preduct e 1 (Privately owned)

Ferreus & Non-Ferroews
Product - 2 (1 privately eowned

1 maintenance Unit by s public secter)
Chemicals - 1 (Privately owned)
Fruit & Vegetable Preducts- 1 (Privately ewned)
Sand and Ceramic Preduct « (Public Secter sait)

[ J




9e

10,

11,
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Transgort

Internal
ixternal
Rail
Road
Water

Bures

Services &k Common Facilitics
bervices

lectricity - Yoo

qater - Yes

hteam - o

Waste Dispesal = Ys
Teleplione - Yes

Aden, Buildings

Conference lall = VYes
LSxhibition = Under formulation
Tech.Library - Mo

Clasa Room - Yes

Central ‘iorkshop-

Bocial Services

Bath=house
Sechoel

Creche

LYocial Centre

Sports Ground

llousing

suilding availauble for
ure of area 3ZR uq.0,

No
No
No
Ne
No
No

Financial pata (5ri lunka Rupees)

Capital outlay

Land

Tot

Induatrial Buildings

Infra-structure

Common facilities

Social Services

The entire amount was

Payment fer eccupancy

Rental Charges in the

al ke,
- Kse 1,495
- Ra. 4,512
is. 4,03
Nil
0.116

s,

10.17 M.

made available through
- Rs .2 .Q/Sq.thro.

vicinity -

Progress in Implementation

Prepessl te establish the estate

Date om which Govt, sanctioned the scheme

DPate of purchase (er acquisition) ef land

Censtruction eof Buildings -

Utilities and Services completed

Started
Completed

- Yews

- 10 v, away

- Yen
- \o
- Yes

Amenitics
First .id
Doctor

Fire Brigade
Police l'ont
warehouse
Bank
leastaurant
Canteen
Shops

ilarber

Govt, Credits.,

1968
June 1969

July 1969 -
Dec. 1970

August 1969
March 1972

Jan, 1971 -
Dec, 1973

at handy.

- Yen
- Mo
- Yesn
- Yes
- \O

- No

- To be provided

- Yes
- Ko

- Neo

Date of commencement of the Estate ~ Firast tenant started eperations
in May 1)72.



11 KCONOMIC  Prhi’ORMANCE

12,

13.

14,

13,
16,

17,
18,

19,

20.

Membership of tstate
Lstablished locul firms

Newly established firms

Foreirn firms

3
Established firm- from other citier

Nil
+ 2
: 4
1 Mil

Lstimated Annual sales (in 14975)

A1l Firms ¢  118.13.6 Million
Sample 1 :  With salss less than 10€,000 - 3

hetween 100,000 &

500,000 - 1
between 500,000 &
1 MNillion - Nil
between 1 Million &
5 Villion = Nil
above 5 lillion = 1 (Ree13 M,)

3 tnits have just commenced production and 2 are due to begin

shortly.

Persons h‘n‘z! r.‘ed

Total t B75 persons
Those with : 1 - 10 =
10 - 30 -
50 -« 100 -

100 - 15C =
above 150 -

Left Lstate : )il

Intra Lstate Contracting

kExternal 5ub Contracting

New products developed

Use of Local lMatcrials

Exports

| &

N

(333)

Nepligible due to the few units on the
entate,

Not known but likely to be insignificant.
Peanut Butter

Metric Scales

Silk Yarn

Manioc (Cassawva)
Peanuts

Mica

Silk worms

Scrap iron, brass or Aluninium,

Limited amount of processed Mica.
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S0C1AL DEVELOPMUNTS

21. Average earnings (per month)
linekilled Manual sRse 180
Skilled Manual ihs o 300
Technicians +Ps. 450
Clerical sRse 300
Supervisory k5,600 - 800

22, Labour Union Membership
Number of members : Only the employees of the larger units are

unionised,
Employer Attitude ¢ Unenthusiastic and wary.

23+ Workers' Hyusing ¢ Nil. A few operational employees are provided

quarters on the estate,

24, Community Benefits

Apart from the employment generated, no significant secondary and
tertiary benefits have so far emerged. A few units such as the Milk
Board Plant have come up near the estate.

25, Education, Training & {ounselling

A training school is being set up to impart training programmes
for both management and technical personnel .

Some Comments

1. The Lstate was initially conceived as part of a satellite township
project to prevent excessive urbanisation of Kandy town but all the
other elements of the project had to drop due to financial
sgringency., The estate is therefore somewhat isolated notionally and
physically.

2. The construction costs of the buildings are on the high side leading
to rentals higher than in the Colombo region and much higher than in
the vicinity.

b Although 27 of the 34 units are occupied, two are by the Police Station,

8 by Govt. and Public Sector agencies and the rest by the l'rivate Sector.
One large unit, privatecly owned, (Kandy Textiles) occupies 8 Units,
while 2 othere occupy 4 units. The genuine small scale units, for whom

the estate is intended, occupy only 4 units.



4.

6.

-/lc.
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One single large unit accounts for almost 61% of the employment
and 97% of the sales. The position may improve as more units go

into production during the year,

The estate which has commenced operation in 1972 has been incurring
losses annually (including depreciation) due to the fact that the
estate is not fully occupied.

For 1975 the figure was :

Rentals & Other Income : Ks. 285,259
Administrative Lxpenses : " 183,036
Depreciation s " 207,645
Net Loss : " 105,421

There is provision for a Workshop to service the estate but so far

it has not been equipped.
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ANNEXUL. I (¢)
INDUSTRIAL ESTATE STUDY
COUNTRY : SRI LANKA
) 8 BASIC DATA
1., HRegion : Northern 2.
3. Population : 120,000
5. Ownership : Government

L1
7.

- A7 -

Executing Agency
Physical Data =
Areas

Industrial Buildings (Covered srea)

4.

City :

Eatate

Industrial Development Bosrd

4'550 S8q.M.

Jaffna
Atchuvely

Admn. and Service Building : Separate building provided

Hoads and open ares : 21,000 8q.M.

Total site area : 105,000 8q.).

Industrial Buildings

Category Unit Area No. Completed
—— Sq.Metres
A Minor 127 30
Industries Represented

Metsl based industrics - 1

Salt - 1

Chemicals - 1

Clay sand and Ceramic - 1

Fruit & Vegetable products - 1

Rubber - 1
Services and Common Fscilities
Services Irsnsport
Flectricity : Yes Internal
Wster t Yes External
Steam : No Rail
Waste disposal : Yes (Am incimerator

is provided)
Telephone t No. Road
Vater
Bus

No. Occupied
14
s Yes

3 8-12 Kkm. away
from the nesrest

rail head,
: Yes
H No
s Ne
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Adan, Building Amenities

Conference Hall ! Yes First Aid t Yes

Exhibition ¢ Under preparation Doctor t No

Tech. Library : No Fire Brigade : No

Class Rooms : No Police ¢t No

Central Workshop : Premises available Bank + No
(500 Sq.M.) Canteen : Yes

Social Services : Nil

10, Financial Data (Sri Lanka Rupees)

Total outlay ! Re.5.477 (allocation 4.5 M)

Land ¢ Rs, 695,357

Buildings v " 3,420,461

Utilities ¢ " 1,362,654

Common Facilities : Nil

Dalaul we ViLls ¢ Ail

The entire amount is funded through Government Credits.

Rental for occupancy is uns. 2.9/5G.hetre,

Market Rental in the vicinity of the Estate

11, DProgress in Implementation

Industrial Proposal to Establish Lstate : 1968

Govt. Sanction given on : June 1969

Land purchased (or acquired) on : Jan.1970-June 1973

Construction of luildings commenced on s March 1972

completed on t December 1975
Utilities complcted on : 1970 - Dec., 1975,
Estate commenced operations ¢t First tenant moved in on

June 2, 1973,

I1. ECONOMIC PiRFORMANCE

12, Membership of Eatate
Established local firms : Nil

Firms from other cities : 1

2]

Newly established firms

Foreign Firms Nil



111,

13.

14.

Estimated Saules (in 19

All Firms : Re6.934,000

Those with sales below

between

between
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75)

100, 000 - il
100,000 &

500,000 -1
500,000 &

1 Million - 1

Three had not commenced production in 1474 and one dJdue te

comuence shortly,

Persons iingpuged

All firms : 106
Those between 1 -« 10
10 =« 30

Left istate : Nil

Intra istate Contracti
External Lub Contr.cti
New l'roducts Developed

Use of local matcrials

Export Market Develoje

SOCIal  ULVELOPMENTS

21,

22.

23.

ng

ng

d

.
v

Nil

Nil
Nil
Nil
Lime, GLilica 3and, LSalt, ruit and
Vegetables, Scrap luminiuw,

Lxport of cuanned friit to Middle Last
(Rs. 37,000/=),

Average Larnings (I’er month)

Unskilled Manual s
Skilled Manual H
Technicians :
Clerical s
Supervisory $

Rs.
Re.
e
Rs .

Re .

Labour Union Membership

Number of Union Member
Employer Attitude

Workers' Houaing : N

il

180
300
450
300
600 - 800

Not available
Not available.
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24, Community Bencfits : oecondary and Tertiary effects limited.

28, Education, Training & Counselling

These are yet to be uundertaken.

General Comments

(i) The catate his just commenced operationa, 14 of the 3G lmits
have been allocited but only 3 firms in 10 Units have begun

production,
(11) The location of the estate seems to be unfavourable,
(111) Telephone and frequent transport service are not yet available,

(iv) Qentals charged are hased on construction costs rather than

on wvhat the area can hear.

(v) The estate is necessarily opcrating at a loss for the present

since the income from Rental is very small.

(vi) The managemernt of the estate is not at an adequately high
level to provide meaningful assistance to the tenants on
the Letate,

-/leo
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