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STATE COUNCIL OF CEYLON.

Phursday, August 13, 1942

The Council wmet at’ 10 aam., Mz,
SpEagEk [Tre Hox. Sk WAITIALINGAM
Duratswavy | in the Chair.

PAPERS TABLED.

(Leader of the State Counoil) : Tist of
Amendments to the Dreaft Fatimutes,
1942-1943, to be moved during the Corn-
niittee stage of the Appropriation Bill,
194243,

NOTICES OF MOTIONS.

*Mr. E, W, Abeygunasekera (Nuwara
Eliya): T beg to give notice of the
following motion :

That this Council is of ‘opinion that
imnmediate steps should be taken either
bx the Food Contraller or by the Coun-
misgioner ol Civil Defence to cause
depots for sundries to be opened at
Kandy to enable the Village Commit-
fices and others to purchase the neces-
sary essentinl commodities for the
consmmnption of the rural population.

I also give ndtice that 1 shall move the
suspehgion of all relevant Standing:
Orders to enable me to move this motion
at s enrly date.

tEXCESS PROFITS DUTY.
' (BMENDMENT) BILL,

The debate on the following motion of
the Hon. Mp. IL. J. Huxham (Financial
Becretary) wus continued :

©That the Ball
further 4o . amend

Mxeces Profits _Ll'uh Onilndnw T,
Be now vesd g second time,’

Mr. G. A. H. Wille (Nominated Mem-

bel’): Sir, ab the third reading of the
iy BBill an thig subject, T 1‘110‘\-’&(]

The Hon. Mr. D. 8. Senanayake (Mm-
ister of Agriculture & Lands): This is the
sceond reading.

Mr. Wille: | am referving to what 1 did
at the third reading last year when the
main Bill was passed. | moved that the
Bill be read the third time six months

mtitaled  © An Ordinance
certain -provisions  of the
a8 of 1941 °

——An .wlr*r:sk (¥} against the name of
v indicates that his remorks bave nob
besee hy hun, ]

! Far, the Jbeervations of the Finaneial
Heeretary- and the Report of the Toard of
Ministers see Hangarp of July 9, 1942,

157——J. M. A 187146150 (10/42)

hence motion—ar "
there were thirteen Members of this
House who supported me in that pro-
posal. | A Meunrr: Unlucky number!].

One reason was that it was considered not

worth while paseing sa unusual a Bill as

an Fxcess Profitis Duty Bill for the sake -
of Re. 2,000,000 or Bs, 5,000,000, a8 was
estimated at the titne. .-”]f’.hen there was

the principle of digerimination which was

much resented. ‘the third reason was
that by the passing of that Bill; which

was brought up in the teeth of the opposi-

tion of the public as expressed in
the Press. we should be showing that we

were not representing the peop]e% vlewq

at all.

Bir, the first objection has dhdppcmed
from this Bill, beeause we are going to
get not Ks. 2,000,000 or Rs. 3,000,000 bu,
& very substantial guwm.  Buf the invidi-
ous principle of diserimination still re-
mains, snd 1 think we should take it off.
The third reason also reinains, '

The Hon. Mp, Senanayake: Why not

oppose i6?

Mr, Wille: [ do not want to eppese i,
T am taking a practical view as we must
do cur best for the country, and with a
view Lo improving the Bill 1 say that we
must  remove  these  discriminatory
Clauses. The third veason, as I said,

gtill remains, namely that there is a gnod
deal of opposition to the Bill as it is pre-
sented o us with the diseriminatory
(Mauses and varions coneessions.

We are {old that phunbago 1s to pay
only 80 per eent. of the excess profils,
whereas agriculbure and other undertak-
ings are to pay 50 per eent. Now, when
we think of the abnormal profits that
plumbago-mining 15 making at present,
there seems to b 110 justification for this
reduced rate of duty. The reasons givon
by the Hon. the Financial Secretary - in
mwoving the second reading—I do nod
know whether his heart is in lhose rea-
sons although, as the sponsor of the 13ill,

he had to support it——

The Hon. My. G. E, de Silva (Minister
of Health) : [f hiz heart is not the'r*e the

s words will not be there.

Me, Wille: The Financial Becretary
said that plumbage was a wasting asset,
and algo that rescrves have fo be built
up. Ag regards the argument of wast-
ing asset and building up of reserves,
thers  will ' he plenty of room for
plumbage-mine owners to do that from
the 50 per cent. excess profits that will
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“ba exempted from duty. That is a very
aubstantial allewsnee, and I deo not see
why they should not be satisfied with
that. Apart from that, plumbago-mine
owners have had a long respite as com-
pared  with other < businees people
They have been exempted from the lust
Execess Profits Duty Bill. What s
more, 8ir, in Clause 4. further conces-
 mions are granted. For instance it

By s -

- " In determining the profits arising in any
aesounting pericd or pre-war trade year fromu
S any businesr of mining plumbago, a deduction
all be made in respect of expenditure ineurred
u.rmg that accounting perind or pre-war trade
gar, for Lhe purpose of  prospo btm“ for
umbago or of sinking pluinbago pits.”

That g almost like gn allowance as cur-
renl expenditure for the cost of clearing
an estate, whether it is for rubber or

! iea.
Then, there iz a further concesgion
granted, and thal is that relief will be

given in respeet of infensive production
of rubber, You can hardly beliove that
with 50 per cent. allowed as exemption
from this estate dutw owners will not
have sufficient incemtive to go in for in-
tensive cultivation of rubber witheut an
added artificial stimulus. Tt iz really
too much of a concession, and T think
it ought to be removed.

I shall refer only to one more conces-
sion, and that is the relief in respect of
additional export duty. Now I find that
the additional export duby is to be de-
ducted from the exeess profits duty that
will be payable under this Ordinance.
That is really going too far. It ought
to be deducted from the total excess
profits that are made and on which the
duty s paid. T can illustrate the paoint
in this way. TFor instance, if excess pro-
fits total Bz, 1.000 and the inceroased
export duty was Bs. 400, vou take Rs. 400
fromm Rs. 1,000 and wou arrive at
Rs. 600; so that half of that would be
Rs. 300, and that sould go into our ex-
chequer. [But now what is proposed is
that the total of Rz, 1,000 be hﬂ\f-n as
basis and that half of that be resarded
gs the duty payable, that iz Bs. 5 )‘)_. and
from the Rs. 500 the Rs, 400 paid us
additional export duly be deducted,
leaving only Bs. 100 for the exchequer.
So there is room for improvement in the
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Bill in regpect of even that ilem. 1 do
nob know why at this tinie when we want
additional revenue to meet nationul
needs there should be so much concern
shown for those whe are making excess
profite.

In speaking on the beLOﬂd reading of
the Appropriation Bill, T vompared this
Bill to the famous Weform Bill of 1867
in which certain (whal were called) funey
{ranchises were introduced. You will
remember that Disraeli, in introdueing
the Bill, a Bill which was ealled by his
chicl, the Bazl of Derby, < a leap in the
dark "', tried to make oub that there
should be all sorts of provisions to defeat
the object of the Bill. Ho he wanted to
give the vote to ministers of religion, fo
U‘l.i(] uates, to those who had £50 in the
funds or those w ho paid a very small
gum in direct tazes, and anyone who was
entitled to g faney franchise should ges
a'double vote. All these fancy [ranchiscs

were removed {rom the Bill by opposi-

tion on the part of the House of Com-
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mons, and T hope the sgimilar faney con-

cessiong in this Bill foo will share the

same fate.

Mr. Susanta de Fonseka (Panadure):
I rise to oppose this Bill. It i net due,
Sir, to the natural reluetance of every
one of ug who has to pay anything by
way of taxes, but T feel that the eircum-
stances under which fthis ITousc has

been called upon to approve excess pro-

fits duty are such that do not meet with
my approval.

We cannot go hehind the faet that this
duty is being levied primarily on account
of the war. There s no gainsaving that
fet, Sir. I, for one, feel very humiliag-
ed that in a war in which we were never
consulted we should be led like dumb
cattle to the slaughter. s bad enough
that this eou'uh}_ should be converted
into & battle field without the consent
of the people; it 1s bad enough that our
Constitution should be left to the tender
of a dietator, most itnproperly
appointed, but. when we are called upon
after all these wrongs alze to vote a sum
of money for a purpose like thig, ignoring
the other cireumstances, T think it time
that we should ery a halt.

Apartt from that, has the Board of
Ministers taken into account this faet? .
To-day the price of rubber is controlled,
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| believe, it is 72 or 71 cents a lb. To-
“day Ceylon iz the only country worth
qp"akmu of where rubber is pmduwd
Under normal eircumstances, when the
other rubber-producing ecountries eamo
fo be oceupied by the enemy, the price
ol rubber in thig country would certainly
have gono up to Re. 10 a4 1b. - Na one gan
deny “that. ‘Bubber iz an essential war
commodity, and whether England liked
1t or not, she would have had to provide
shipping to feteh our rubber. You can-
not go behind that fact.

But, Sir, let .us put the value of rub-
ber, if the price was nol controlled, at

tho wvery conservative figure of, say.
Re. 2.75, if the ordinary lcwm of .1pp1\7
and demand were in operation; let us

put bhe walue of rubber at Rs. 2.75.
aned the potential output of this country
at 105,000 tons. - Prices are then con-

trolled without our consent . purely for

the benefit of England and of América,
That did not operate in the last war
In the lagh war America gave a loan to
Hngland, and England found it to her
benefit to put up the price of rubber to
repay that lean. In this war the cir-
curnstances are different. Tt iz o Lease
and Lend Act between the United
Nations and, Bir, we are (*ailed upon to
puy the pipei.

Well, T understand, that our pofen-
bial output iz 120,000 tons of rubber
and mot 105.000 tons. At the rate of
s, 2 a lb. to-day, -we are ounhibuting
on rubber alone to the Inglish and
American exchequers a sum of no less
than Hs. 600,000,000, Then, take tea
Tea may not be such a very emenha,l
commodltv for the war effort as rubber
is, but there again we are asked to sell
our tea, whether we like it or not,
through thel Tea Commissioner to the
Ministry of Food, and there again the
price iz controlled. We have the samec
thing in respect of plumbago and in re-
spect of cosonut. 1 believe, wn a wvery
fair and conservative estimate, our con-
tribution to-day, without our consent, to
England’s war effort, is no less than
s, 1,000,000,000.

Myr. Wille: If there was no war?

Mr. Susanta de Fonseka: If therc was
no war, well, the prices will he governed
by the ordmarv rules’ of qupp ¥ and
damand

Deba-tes.

‘opposed the
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That was one of the reasons why 1
“ Nature of Serviee ™ on a
previous Supplementary Hstihuate for .
the war offort, but unfortunately the

- Couneil did not see eve to eve with me.

But on this oceasion, I feel that we
should, not only protcst— ;‘Lgainst. the
manner in which we have been dragged
into the war, but we should also protest
againgt the manner in which we are
now being called upon to pay for that
War. Sulely_ with Tz, 1,000,000,000—
approximately 10 times our annual
rovenue—we can do much more for the
defence of our own country against
auEresRIon,

It this is wanted for the war effort,
the first thing we should do is to arin
our own people. Will the Hon. the
Chiet Secretary and the Imperial authori-
ties ever agree to have every man and
woman of thizs country ammed for the
defence of ity shores? Will they agree
to train our men in guerilla warfaie}
No, Bir; they will not do it. So long
as Defence is in the hands of the Chief
Becretary, so long as war hug not been
deelared by us, we are not prepaved to
belp conseription in this country.

For that very good reason we are
opposed to this B3ill. In the circum-
stances, I am opposed to the principle of
this Bill and 'the purposes for which
this tax i3 to be levied, and 1 hope the
House will agree with me in rejecting
this tax.

*Mr. S. Samarakkody (Narammala) :
On the last occusion, when the Hxcess
Profits Duty Bill was moved in this
Mouse, I was one of those who eried out
against  the diserimination that was
being made, and T suggested that if a
Bill was brought forward it should eover
not only industrial ventures buf alse
plum-bago mining, as well as agrienlture.

shortly after that, vou will remem-
ber, as a special case [ pleaded that
sotie relief should be given to cerfain
nascent insurance companies, as other-
wise there would be unfair competition
by, foreign cornpanies, regulting in the
Incal _comipanies being p]_dbed ab. &
digadvantage. Although this  IHouse
accepted that suggestion, in Committee,
however, it was turned down. Never-
theless, T would like to point out that
even on that oceasion I sucgested that,
it an Excess Profits Duty Bill was neces-
sary, in order to find extra money to
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[Mr. Samarakkody. ] '
~ supplement the wiar expenditure, an ex-
. cess profits duty not exceeding 10 per
- cent. should be levied on all agricultural
enterprises.
On this occasion, 1 would like to point
out that the diserimination made in

tavour of plumbago was not unjustified
. in view of the special circumstances
. involved.

hat there

But I would like fo submit
is an industry which demands
al consideration, even more
on than the plumbago indus-
yefer to the coconut industry. It
emembered that there are about
0 acres under coconut, and that
ndustry which is practically in the
of the indigenous people and
his suffered for very many years

B2 an < a

_ result of the low prices that
! obtained.
5 Coconut oil and eoconut produce
have very many competitors. There
are very many kinds of oil, soya

bean and various other agricultural pro-
duce that compete in the world market
and bring down the price of coconut oil
and coconut produce. Strangely enough.
as Ruropean planters are not interested
in this industry as such, no effort has
been 1nade either in England or else-
where, to obtain a fair price for coconut
oil and coconut produce within the last
so many vears, with the result that prac-
tically all the large coconut estate
owners had to raise money from the
State Mortgage Bank and various other
credit institutions.

The position to-day has been very well
appreciated by the Minister of Agricul-
ture and Lands, who hag brought up a
Bill to give relief to those who lost their
properties during the time of the depres-
gion. [ think that Bill has already been
gazetted, but the purpose of that Bill is,
fo go into the question of the sales that
took place during the specific period of
the depression and to try and effect some
sort of compromise with the ereditors,
with a view to giving those estates back
to the original owners if possible.

That step is to be taken in view of the
fact that a large number of coconut es-
tates have gone into the hands of Chet-
tiars and non-Ceylonese, and the plight
of the coconut planter is really pitiable.
Apart from that, there is the other as-
pect of the matter—the small cultiva-
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tor. Small-holdings, as far as coconut is
concerned, are very much more than in
the case of rubber and tea. In Ceylon, -
every garden is a coconut garden.

My constituency I8 practically =
coconut-growing district, and, to aive
you an instance, I may state that T went
about 2 or 3 months ago into a certain
village to inspect a tank; on my way, [
had to pass a number of village holdings,
and T inquired from those villagers what
price they obtained for their cogonuts
and what quantity they were able to
pluck from their gardens. [ was told the

“ead tale that for the last so many years

thev had not been able to pluck any coco-
nuts from their trees hecause either
“A. R. A or ‘A, R M Chettiar had
labelled those trees as belonging to him.
Most of these people had borrowed be-
tween Rs, 100 and Rs. 200, and to re-
pay that amount they have had to lease
their trees for 10 cents a year for 10
:\-'L'I'il'.‘"».

Apart from the big coconut owners,
vou will find that the poor man has not
received any benefit as a result of the
increass in the price of coconuts, This
is no exaggeration. T can prove the facts
to the Hon. the Financial Secretary or to
any Membar of the Board of Ministers if
they would care to take the trouble to
visit these villages.

We will just consider, for the purpose
of comparison, the tea indusbry. Tt ig
true that the tea industry suffered a
similar fate at a certain time, buf wvou
will remember the period during which
that state of affairs obtained was brief;
by some method of international control,
and by applying various kinds of “artifi-
cial respiration’’, this industry was sus-
tained, with the result that during the
last 10 years fair prices have been ob-
tained for the different grades of tea.

Apart fromi that, as far as food value
is concerned, the coconut tree is a hund-
red times more useful than the tea plant,
which introduces a slow poison nto the
human system. [A Mesper: Question].
It is true that we are asked to drink more
tea, better tea and large quantities of tea.
for our health, but the moment you feel
nervous or have a nervous breakdown,
the Doector will ask you, ““How many
cups of tea do vou take?"" and if you say
that you take 5 cups of tea a day, he
will tell you fto eut it down to two cups.
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Just because this industry is an indus-
try in which British capital has been in-
vested, and in which British planters are
interested, somehow or other you will
find that the full outpuf of this industry
is purchased by IEngland and America.
ielief was first given to a section of the
people who do not make common cause
with the people of this country. TImme-

diatelyeafter the commencement of the

war, the existing arrangement was made,
with the result that these planters are
really experiencing a boom in the fea
industry. :

While this has been going on for at
least 2 vears or more, most of the loans
which the planters had raised. if they
ever raised anv loans, have beén paid.
Therd was no control over the profits that
they made; and in consequence they can
even forgo 100 per eent. of their profils.
11 you look into the dividends they have
declared, you will realize that they have
been in a position to make charitable gitts
and even to make contributions for
various purposes.

As far as rubber is concerned, al-
though about 40 per cent. or g little more
‘of the acreage under rubber belong to
Ceylonese, T do not ask for any special
coneession for that industry. Tt is frue,
as the hon. Member for Panadure (M.
Susanta de Fonseka) has stated, that if

. the normal laws of supply and demand
-were allowed to operate in regard to this
industry, to-day the price of rubber would
be in the neighbourhood of Rs. 2 or Ris. 3
per- 1b. Tt does not require a prophet
to know that. But as far as the rubber
industry is concerned, for the last two
or three years we have realized a reason-
able. price, and rubber-estate owners
have made certain sums of money and
have been even able to pay off their
debts within the past 2 years.

But, Sir, why is the coconut industry
completely ignored ? Until the other day.
in spite of the fact that Ceylon was a
British Possession, the Ministry of Food
preferred to buy eoconut produce from
the Philippines, the Dutch Easy Indies
and various other non-British countries.
Tt is only when they have no other
sources from which they can buy coco-
nut produce that they come to us.

Take the plumbago industry. Tt was
down in the dumps. Madagasear plum-

Debates.
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bage was preferred, because British
capitalists had gone there and exploited
that country. In spite of the fact that
our pluinbago was far superior,—and I
venture to say that our plumbago!is con-
sidered the best in the world—the British
preferred Madagasear plumbago. The re-
sult was that during the vears of peace
all otr plurubago was shippeq to Japan.
Japan was the only country thut canie
to the rescue of our plumbago industry.
To-day the folly of having adopted such a
policy is apparent. Japan does not re-
quire any plumbago for the next 10
years, because almost all our output *
plumbago was purchased by Jupan ana
Italy during the past ten or fifteen vears.

In these circumstances, is it too much
to say that neither the local Government
nor British interests have taken any
interest in the coconut industry? Of
course, persons like My, Whitby and
other commercial magnates have shown
some interest, not in the growing of
coconuts, but in making the highest
possible profits . from shipping coconut
oil. There are mno large Ceylonese
exporters. The export trade to-day is in
the hands of British capitalists.

To-day the coconut' planters are the
worst  exploited agriculturiste in  this
country. — As far as the coconut industry
is concerned, T do not want a total
exemption for it, but at least some
discrimination must be made in its

favour as in the case of plumbago. To-
day. what is the price of an acre of
coconut  land? Tt is suggested

( that
Iis. 400 would be a fair price. -

The Hon. Mr. H. J. Huxham (Finan-
cial Secretary): No. Rs, 400 an acre
was the minimum value, pre-war, of a
coconut estate.

*Mr, Samarakkody: | do not know
what the Financial Secretary is talking
about. Before the war you could have
bought coconut estates at Rs. 100 an
acre. T know of an estate that' was
bought at that price about two or three
vears ago.

*Mr. B. H. Aluwihare (Matale): But
that does help the eoconut owners.

*Mr. Samarakkody: Does not the
Houge remember ‘that an acre of coco-
nut land was worth Rs. 2,000 shortly
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[Mr. Samarakkody. |
before the depression? These are not
statements which are not supported by
evidence.,

Although to-day, technically speaking,
copra is Rs. 59 per candy, what is the

cost of transport? Nobody is interest-
ed in m.king arangements for the
sport  of  copra. Hundreds and

sands of candies of copra arve lying
istates, and the owners are unable to
ge any means of transport for the
There is 1o road or rail transport
weilable for copra, with the result that
aeple are compelled to sell it merely
enable them to malke ends meet.
he other day, when I mentioned that
as far as the Railway is concerned, tea
‘and rubber have preference, the Hon.
Minister of Communications and Works
saitl, ** No.” But recently the Hon.
Minister of Labour; Industry and Com-
“merca visited Kurunegala, and =
econference was held there; and at that
“conference the Depuly Director of
Industries stated that, as far as the Rail-
way was concerned, tea and rubber were
given preference. Now, preferential
treatment is given to those industries,
simply becanse the British capitalists are
interested in them.

I repeat that, as far as the coconut
industry is concerned, some relief should
be given, and T suggest that at least the
tax should be reduced from 50 to 25 per
cent. I think that is mot an unreason-
able request to make, and I hope, when
the fime comes, to move an amendment
to that effect.

As far as the big principle which was
raised by the hon. Member for Panadure
(Mr. Susanta de Fongeka) is concerned,
we are nobt totally ignorant of the
indirect contributions that this counfry
makes towards the British war effort.
Whether it is done with or without our
knowledge, there are some of us who can
realize that the enormous increase in ex-
penditure iz a direct result of this war,
in regard to which we were not congulted
and for which we are called upon to make
very many more sacrifices than we are
actually willing to male.

T do hope that: my remarks will be
taken seriously by this House and that
it will support my amendment at the
proper time.

State Council of Ceylon
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*Mr, H. F. Parfitt (Nominated Mem-
ber) : Sir, the hon, Member for Naram-
mala (Mr. Samarakkody), as represent-
ing a coconub district, must of course
plqce before this House arguments for
the reduction in ‘the basiz of coconut
assessments. 1 have no quarrel with
hign for deing that. But T feel that his
arguments were, to say the least, unfair
to the British Government and<te the
Faropean eommunity who run tea and
rubber estates.

He stated that eoconuts have been un-
fairly dealt with by the British Gowvern-
ment. What is the position? Before
the war, we were very pleased if we could
get Rs. 85 per candy for our copra.
What are we getting to-day? Rs. 59—
nearly twice as muech as we ever hoped
to gc’f before the war. The complaint
of the hon. Member was that the British
Government had dealt unfairly with the
coconut industry; I say that Rs. 35 was
a very fortunate price to get for copra
before the war. and to-day we get Rs. 59.

#Mp. Samarakkody:
the Indians.

*Mr, Parfitt: Well, Sir, T speak to the”
House, and it realizes the implications
of what T am saving even if the hon.
Member does not.

What is the position of tea? What are
we getting for tea? We ‘are getting a -
price based on what we were getfing be-
fore the war, plug the actnal cost of
produetion, actual inereased cost of pro-
duction. Can anvbody in this House say
that copra as compared with tea has been
unfairly treated ?

Then, the hon. Member went on to
gay that through some peeuliar machina-
tions of the British BEuropean planters,
tea was restricted but coconuts were not,
But what is the position? The tea
industry ig just fortunate in that a few
countries produce it, and we were able
to come 1o a restrietion agreement.,
The position is unfortunate in respect of
coconuts. So many countries produced
coconuts that it was found impossible to
have a restriction scheme. -

*Mr. Samarakkody: Tf the hon. Mem-
ber will give way, may I point out that
[ never made the suggestion that there
should he some eontrol seheme in the
cage of the coconut indugtry? 1 pointed

Iig. 35 was paid by
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out that there are various other produce

- produce.

a

that eompete with coconut oil. What 1
stated was that the British Government
or the loeal representatives of the British
(Government, did not make any attempt
to sce that Britain purchased our produce
in prelerence te the produce of mnon-
British countries.

/

*Mp, Papfitt: The dmplications of the
hon. Member's speech, Sir, were that the
British Government were go disinterest-
ed in the coconut industry that they did
not pay a higher price’ for coconut
That is not so. The tea in-
dustry was able to introduce a restrietion
scheme, whereas the coconut industry
was not able to do so; that is why the
tea Industry was able to secure a better
price for tea than the coconut industry
was able to secure for coconut produce.
It was not due to any organization in
Britain that they were paying more for
tea than coeonuts.

But I would ask the hon, Member,
““What about the Coconut Board? ™’
Surely, when the proposal for establish-
ing the Coconut Board was brought be-
fore this House, we were told that we
were going to solve all the difficulties of
the ecoconut industry. The present
Minister of Labour. Industry and Com-
merce, as a back-bencher, said that!
with the Coconut Board functioning, the
codonut industry would be set on its feet.

Then, the hou. Member for Panadure
(Mr. Susanta de Fonseka) mentioned
that if the tea and rubber purchasing
schemes—particularly rubber—had not
been introduced, the rubber industry
might ‘be securing Rs. 10 a lb. for its
rubber as against about 75 cents, which
it is able to secure to-day.

There are two main buyers of rubber in
the world to-day—the U.S.A. and Bii-
tain—and T can =ee no obstacle in the
way of those two countries deciding on a
fair price for tea and rubber and saving
that they would pay thati price and no
more. What would be the position of
Ceylon then? [ sfill has to produce its
rubber; it has still to sell it and, provided
it gets a fair price, T do not see what
cause there i& for complaint. The buy-
ing countries are not of necessity going
to pay Rs. 10 per 1b. of rubber and,
moreoyer, when it is costing us about
40 cents to produce a Ib. of rubber, would
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we want to eiploit those two countries by
demanding Rs. 104 Lb.

The Hon. Mr. G. E. de Silva: Are they

not, exploiting us?

*Mp, Parfitt: The Minister of Health
asks: ** Are they not exploiting ug?
The cost of production of rubber to-day is .
somewhere in the neighbourhood of
35 cents per lb., and we are getting nearly
twice as much from the British Govern-
meut.; and yet the Minister of Health
asks, *° Are the British Government not
e\(pimtmw us 27’1 If 1 can always sell
what | produce at nearly twice the co
of produetion. 1 shall never complain—

The Hon. Mr, G. E. de Silva: What do
you pay for a rubber tyre?

*Mpr, Parfitt: T am now dealing with =
rubber, not with tyres.

Having dealt with those two hon. Mem-
bers, | shall now come to the excess pro-
fits duty as proposed by the Financial
Secretary. In introducing the Bill, he
referred ‘to the debate that tool p]ae(, on .
the previous Iixcess Profits Duty Bill, at -
which debate T am very sorry that T was
not present. It must have been an in-
teresting debate. At that time, there
were arguments very ably expressed in
this House against the imposition of the
duty on dmenltnmf produce.

But, Sir. whatever the arguments were
then, the position to-day is that Japan |
has declared war on us, and our war ex-
penditure has gone up to such g huge sum
that some method of extra taxation mush
be devised, and however meuch T diskile
the excess profits duty—it has been pro--
ved in lingland to be a hamper on initia-
tive, and in everv way it has the effect of '
inereasing cost of production all round—
vet, in view of the position in which we
find ourselves to-day, I am prepared to
support this Bill. There are two minor
amendments I propose to move in the
Commitlee stage, which it would be fair
to the House that I should expound
shortly to-day.

In the first place, as regards ruhber
the basis of the Bill is that the av erage of
the two best pre-war years should be
taken as the basisl of profits. T shall ask
thati in regard to rubber the basis should
be the best year of those three, and not
the average of the best two, for this rea-
son: the basis of the restriction scheme
was  that Ceylon was given aboub
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M.

- Parfitt. j
80,000

tons @ year as ils
production. Throughout the
that first period we agitated, and the
Minister of Agriculture and ILands
purticularly gltﬂtc‘d rery strongly and
with ]llStlLb for an increase in that
fiscuré of standard production. It was
pmu‘d that we were correct, because
in the second period we were given a
ndard production of 106,000 tons,
inst the 80,00 tons of the first period.
he Financial Secretary may say—and
bly will—that not onl\ Cevlon, but
‘other contries were given an in-
, but the increase the “other coun-
Wwore given was not in proportion to
‘Ueylon was given. The actuul per-
ces are as follows: Malaya re-
ceived an inerease of 4.9 per cent., the
' Dutch East Indies received an increase of
16.9 per cent., but Ceylon was given an
~ increase of 28.4 per cent., thereby admit-
' ting that ' Ceylon had been under-
 assessed in the first period.

T do not think anvbody in this House

Cwill say that Ceylon was mnot under-
assessed during those three vears, and if
that is aLdmltted Sir, then what-would be
the position? The best vear means the
vear with an export of 70, 000 tons, taking

. the standard production of 106, 000 tons.

- Taking the basis of 106,000 tons in the
pre-war vears, that would give us, for the
average of two best years, 76,000 tons.

I am asking for a basis of & pre-war
best year, when the exports would have
amounted to 70,000 tons as against
76.000 tons “.huh would have been our
exporta;blc quota had our standard pro-
duetion before the war been what it
should have been—in' the neighbourhood
of 100,000 tons. But., as 1T have said
before, our assessments was 80,000 tons.
which was unfair and unjust, and if the
Minister of Agriculture and Lands was
here, he would have to admit that in the
document forwarded by him to. the
Pritish Govermment those words were

" used—that it was unfair and unjust that

the rubber industry should have heen
saddled with a standard production of
only 80,000 tons.

1t is for that reason that T shall, in the
Committee stage, propose an amend-
ment—that as far ag the rubber industry
is concerned, the best year should be
taken and not the average of the best
two pre-war years.

J -

standard
whole of
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The standard production of an estate
is to be taken on the total cultivated
acreage, bug the rubber producers were
urged by the Government to replant and
to bud their rubber so as to protect their
capital for the coming years, and ifj was
in the interests of the Government that
they should do that. So the planters
eut out large acreages of their rubber,
and I contend that that portion of the
cut-out area should be left out in caldula-
ting  the standard production of the
estate.

My objective in asking for that is that
if the standard produc tion ig lowered in
relation to the actual rubber in bearing,
it will mean that producers who ean pro-
duce more rubber over that standard will
get relief under the Clauses of the Bill,
and it seems to me that that relief is
justified in view of the faet that the
rubber planters, in eutting out the rubber
to the extent they did, thereby lowering
the basis of their profits and thereby
*11'1"{ L‘til'llr the basis as outlined in the

*Mr Ajuwihare: T hat was an ordinary
investment.

*Mr. Parfitt: 1 was going to add that
they did it at the request of the Ceylon
Government. The Government asked
that they should eut out the rubber; that
they should replant and bud the new
areas. Having done that for the good of
the country as well as for their own good,
I do think that it is only fair that that =
particular portion of the cut-out rubber
should be left out in caleulating the
standard produection of the estate.

Those are the only two amendments
that 1 propose to move in the Committee
stage, and I thought it fair that 1 should
mention them at “the second reading.

1t may also be advisuble to fix & basis
for the smaller, subsidiary products,
such as eacao and cardamomﬁ, but that
can be considered at the Committec
stage.

i\paif from that, in the present con-
ditions in which Ceylon finds itself, I
amn prepared to support this Bill.

The Hon. Colonel J. L. Kotalawala
(Minister of Communications & Works) :
1 usually do not intervene in debates on
subjects that do not come particularly
within the purview of my Ministry, but
in thig particular instance 1 feel that 1
must say a few words. Practically
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every Member in this«House, when he
speaks of plumbago, turns towards me,
and even the hon, Member for Panadure
(Mr. Susanta de Fonseka) referred to me
when he touched on plumbago in the
course of his speech on this Bill,

« The hon. Member opposed this Bill
on the ground that these taxes arve for
war expenditure, and he said that this
form of taxation should not be imposed
because we were nob consulted before
war was declared.

#Mp, Aluwihare: Before the Munich
pact !

4

The Hon. Colonel Kotalawala: |
wonder whether there are many Mem-
bers in this House who are under the
impression that we are an independent
natien and that in everything the British
Government do, they should first consult
us. Do these Members forget that we
ave a subjeet-race, after all? 1 think the
sooner we get out of our minds the im-
pression that we are an independent
nation the better for us, because then
we shall do something to gain our inde-
pendence; but if we labour under the
mistaken impression that we are already
an independent nation, and. that there-
fore the British Government must con-
gult us in everything they do, we shall
stagnate in our present position. We
are now in the position of beggars, and
beggars, we know, eannot be choosers.
,  We are trying to fight this war to save
ourselves. We have already had one
dose of it—on 5th April last—and we
know what might eome later. All this
money is required to save ourselves, not
to become an Imperialist nation. We
must not think that we are already an
independent nation, or that we can re-
main quiet without defending ourselves.

Ton, Members must not forget that,
" whether by conquest, or. according to
the hon. Member for Matale (Mr. Alu-
wihare), by treaty, we have been handed
over bodily to somebody else, and that
they are our *‘ propriefors 7. We are
trying to establish our claims in the
most peaceful manner. BSmall nations
have no place in the world today

The Hon. Mr. G. E. de Silva: The
others can exploit us!

The Hon. Colonel Kotalawala: That is
what has happened.
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We must fry to save ourselves:; but 1

.do not think it is the correct thing to

get up and say in this House' that
because we  were not consulted by
Dritain  before war was declared, we

must allow ourselves to be killed by
gome marauder. .

The hon. Member who spoke last
referred to the price of rubb.r; find said
that we were getting twice the amount it
costs us to produce the ‘rubber;. and
therefore we ought to be sutisfied.
When he was asked, ““What is the price
of a tyre to-day?’’, he said, ** 1 s not
speaking of tyres: I am speaking of
rubber.”” The tyres are not made by
but by firms which make money out ord
s

*Mr. Parfitt : T was speaking of the raw |
product; the Hon. Minister is speaking
of the manufactured article.

The Hon. Colonel Kotalawala: If T own
a tea estate without a factory, the hon.
Member, I suppose, will consider himi-
self entitled to say, ©° Well, the muanii-
facturer ean make profits, not the poor
man who planted the tea.” :

. The Hon. Mr. G. E. de Silva: That is
what is happening.

The Hon, Colonel Kotalawala: That is
our ‘° advantage "—always to  get
nothing more than double the ecost of
production, while the others are entitled
to take our raw produece, manufacture
into some article or other and bring
it here and sell it at 500 per cent. profit!
But if we are making more than double
the cost of production, we are making
an excessive profit! That is not the sort
of argument we should use. We should
try fo get as much as possible for our
produets.

The hon. Member for Panadure (Mr.
Susanta de Fonseka) said that under
present conditions we should be able fo
obtain for our rubber Rs. 2 or Rs. 5§ a
Ib., but he wmust not forget that if
England wanted it, she eould buy our:
rubber to-day at 25 cents a lb., and that
gshe could buy our copra at Rs. 25 a
candy, or even for less. To-day, al-

: thquéh the Government price for copra

is Rs. 59 a candy, people are compelled
fo sell their nuts and copra at Rs. 25 a
candy,
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FEY The Hon. Mr. Senanayake: It is Rs. 16

per eandy at. Rambukkana.

The Hon, Colonel Kotalawala: Tf the
controlling power is removed, and there
are no ships to carry our produce away;
1 would noti be surprised if we were fore-
ed to sell our rubber at 5 cents a 1b!
[ Therefore, as long as the authoritics
:} above us feel that we are muking puffi-
[ cient profits, we cannot do anvthing.
’ ' by representation that we can
#o; it is not by opposing tax-
¥ the purpose of benefiting
that we can do anything.
this excess profits tax. 1t is
ired because of the war. The cost
iving has gone up, which means that
W Ls. 15,000,000 is involved:  Then,

. “money is wanted for A. R. P. measures,
and this House itselt has sanctioned ex-
{ penditure which comes to another
Rs. 5.000,000. Defence expenditure has
been put down at Rs. 27,000,000, «We
are now part and parcel of the war effort
and this House has endorsed it. There-
fore this House must find the money.

Then, supposing a bombing raid takes
place. We have to find ways and means
of evacuating people; we have to buy

foodstuffs and so on. And what is the
best way of getting all the money re-
‘quired ? Personally I feel that the money
must be found. Thiz mav be the woral

- possible way of finding the money, but
the money must be found. Tf the hon.

. Member for Panadure (Mr. Susanta de
Fonseka) or anyone else can find another
way of getting the money required, we
will eertainly take away all other taxes.

The reason why 1 got up to speak was
this: speaker after speaker said, when
it came to the question of plumbago, that
an excess profits duty of 30 per cent. on
this comumaodity was a sort of discrimina-
tion. That is the word that was used.
Nobody said that the plumbago business
would be hampered, and that an excess

. profits duty of 50 per cent. should be

levied instead of a duty of 30 per cent.
Plumbago is prepared to pay 50 per cent.
excess profits duty to-day if yvou can find
ways and means of giving this industry
the relief that other industries enjoy.

Sir, the hon, Neminated Member (Mr.
Parfitt) said, ““Do not take the average
of the best two years before the war;

State Council of Ceylon
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take one. year, i the case of rubber.’’
Why did he say so? 1t is because in that
year the largest quantity of rubber was
produced and the best price obtalned. Tt
is because there is a profit basis. Hvery-
body knows how the excess profits duty
is levied.  You take the standard profite
and then you have the capital value. It
is 10 per cent. of the eapital value of
vour business, less the profit you make—
half goes to you and the other half goes
to Government. That is the normal _way_
in which all other agricultural produects
are assessed lor the tax,

Now, #ake the case of plumbago. This
industry will be only too pleased to pay
an excess profits duty of 50 per cent, if
all the advantages and rvelief which the
other industries enjoy are extended to
plumbago too.  That is the first thing
that vou must consider, Therefore, this
diserimination of 80 per eent, is made
because they find it impossibla to give
plumbago the same rolief as s given to
other industries. '

In the firsgy place, the case of a tea or
a rubber or g coconut estate, it is given a
capital value: that is, suppose T bought
an estate for Rs. 10,000, T keep accounts,
and I find, that my profit is, say, 10 per
cent. or Rs. 1,000 a year. That sum will
be free from duty. Therefore, T must
obtain more than Rs. 1,000 from my
estate by way of profit, before T can be
called upon to pay an excess profits duty.
On the other hand. if T did not buy the o
estate and if T had received it as a gift,
or if I had inherited it. T am supposed to
calculate the capital value at Rs. 400 per
acre in the case of coconuts, at Rs. 600
per acre in the case of rubber and Rs. 800
per acre in the case of tea. On that
basis, T am entitled to 10 per cent, profit,
free of duty. and it is only on profits
above that figure that T am liable for
excess profits duty.

What is the position in the case of
plumbago? What is the eapital value ?
Tf, for instance, I begin to sink a well
and come across plumbago, T cannot say,
“Look here, the cost of this plumbago is
the capital value,”” for the simple reason
that there are many people who have.
mined for plumbago tnd failed. There
is the hon. Member for Morawaka (Mr.
R. C. Kamnangara), who has mined for
plumbago. e iz not here at the mmo-
ment. He eame to me one day and
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wanted my advice about plumbago-
mining. I &aid, ** If you have not mined
for plumbago, do not do it.”" But he
ingisted on mining for plumbago and
asked me for the services of a man. 1
cave him a mah; I gave him dynamite
and everything else necessary. It was
o-nly the other daw that he told me, ** If

| had taken your advice,

been up by Rs. 10 00, 1 have 1_101 ob-

tained an ounce of plumbago yet.”” So
there is nobody who would say that
plumbago land has a capital value. I

know certain people bought plumbago
land at a cost of Rs. 10,000 an acre.
Members of Council have bought land.
Plumbago-mining is like fishing for pearl
oysters. You cannot assess the capital
value of plumbago land.

Sir, it is no use saying,
Rs. 100,000 for the land and therefore 1
am entitled to receive Hs. 10,000 as pro-
fit *’. Therg is 1o machinery installed
on the land. T may buy a diamond drill.
which may eost Rs. 100,000. T may buy
machinery. But I cannot go to the
Financial Secretary and say, *' I worked
a mine, but I did not get any income
from it. Therefore, will the Government,
pay me something?”’ Tf T do that, the
PFinancial Secretary will ask me to go-to
blazes. It is just like putting your
mioney on & horse.

In the ecaze of a commodity such
as plumbago, where is its capital value?
Then comes the question of the price.
Plumbago is an article that has a de-
mand only during war-time. If 1T am
a beginner, I will not embark upon
plumbago-mining. The fact is, there is
a demand for plumbago because it is
used in the manufacture of crueibles,
lubricants, paints and so on. Before the
war there was no demand for plumbago,
except for ordinary purposes, and those
countries that were taking plumbago,
such as Japan and Germany, were try-
ing to hoard the article without putting
up the price and without saying a word
that they were preparing for a war.

Normally, the price of plumbago was
about” 5. 150 a ton and the cost of pro-
duetion was about Rs. 140; the differenice
of Bs. 10 was all the profit earned for
all the risk undertaken. Tt was just like

catching hold of a tiger’s tail.  These
plumbago-mine owners were leading a
hand-to-mouth existence. ' There '/ were
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only four mine owners in the whole
Island. * They were placed in such &

position that they did not know what to
do. They were cutting down expenses.
and merc]v keeping t}nngs going. In the
when
once you abandon work, the mine fills
up with water and is damaged.

There are two kinds of mine owners.
There are those who continue work dur-
ing war-time, making profits, and whe
carry on probably until the next war
breaks out. . There iz the other kind of
mine owner like the hon. Memnber for
Morawaka (Mr. R. €. Kannangara), w'
fails in his attempts and who says,
will rhcr a hole and try and get some
money. Now. that type of mine owner
produced, during last year, 80,000 tons,
whilst the actual big mine otinel—prlm'l
to the war the plumbago exported’
amounted to 18,000 tons—produeed
much less. Those four mines that I -

referred to did not produce 20,000 tons. -

This is the position with regard to the
plumbago industry.
When this matter was discussed by the

Board of Ministers, it was pointed out teo (o

the Financial Secretary that plumbago
should be taxed without diserimination,
like agriculture, but under the conditions
and difficulties of this industry it was,
thought necessary to find ways and’
means of giving the industry the relief
that you were giving other industries.
The Board of \f:rmius asked the Finan-
cial Becretary and myzell to go into this
matter and submif our proposals.
Fortunately for me, T was able fo un-
carth this document. which ‘is a memo-
randum submitted by me. T will read
some extracts from it which will make
matters elear. | think it is desirable in:
the first plare to give the reasons which,

I believe, led ther Board te refer this
matter to the Hon. the Financial Secre-
tary and myselt for examination.

'l‘l'mae are the reasons:

* Ag plumbago mining is very largely a
Industn the pre-war market for plum bago
having been negligible, beeanze there was only
100’0{] tons obtained during the year and to-day
it is 50,000 tons. it would be difficult to make
o fair estimate of the excess profite made on
plumbago, ™ s

To find out what lhe excess profits
would ‘be to-day is difficult, because
unlike in the case of rubber and tea or
some other product, you do not know the
actuai figures. :

War
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[The Hon. Colonel Kotalawala, |
 The next statement 1 have in
temorandum 1s as follows :

my

* Plumbage mining is of a speculative nature

L

and the plnm bago miners are lable to meet vuth
heavy losses.’

, It is like alluvial gold mining which,
i understand, is generally exempt from
excess profits duty.

on, Mp. Huxham: No, Sir: if is
L Colonel Kotalawala:

old mining ig like mining for
the Ratnapura District. You
g6 a basket and go to a mud hole. You
h the P‘l‘f‘t] ., and sometimes vou find

'{ The Hon. Mr. Huxham: [ wish the
“Hon. Minister would produce some
evidence on that point. I can assure
_lm that during the last war alluvial gold
~ mining was not exempt from excess pro-
- fits duty.

The Hon. Colonel Kotalawala: This is,

¢ of course, my statement. The Hon.'the
Financial Secretary never produced any
evidence to show that his statement is
correct.

* A plumbago mine may be regarded as a
wasting asset. Plunbago 12 not a commodity
that 01‘0\\\8 and the value of a mine decreascs
with every ton of plumbago removed from it.”

*Mp, Aluwihare: What about boots?

- The Hon. Colonel Kotalawala: There
18 no excess profit on the wearing of
boots; it is charged only on the selling
price of the boots. The hon. Member
will not have fo pay excess profits if he
wears boots, but if anybody made boots
and sold them at a profit, he would have
to pay the excess profits tax.

- The argument is that it is an industry
just as much as rubber is.  But rubber
 also may be considered a wasting asset,
- though you ecan make it grow again; you
can make the bark grow. B ut_ if you
cut the tree and sell 11}. vou can consider
it a wasting asset. Bupposing T buy a
- land with plumbago in it and remove all

© the plumbago from it, it means that the

~ lund is ' finished "', there is no more,
 plambago in it.  You cannot ** replant "
B

State C’ou'nmt of Ceyiow
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*Mr, S. Abeymukrama. (Udugama) :
But fresh discoveries muy be marde.

The Hon. Colonel Kotalawala: Unless
you make a fresh discovery which, as 1
said before, is very speculative.

'l‘hen I went on to say:

‘ The capital expenditure on  plumbago is
difficult 1o assess satisfactarily, ag a very |#rge
number of shalts may have fo be sunk without
reaching plumbago. “Hence, it is not practi-
cable to give relief basedon a percentage of the

capital cxpmdl[ure ’ The pm‘-ltmn s
similar to that of alluvial ,t_{(ﬂd mining.

That is to say, in the ¢ase of plumbago,
vou might sink HRs. 100,000 on 2 shaft
and yet not obtain any plumbago. ~ On
the other hand, you might just dig a
well and come acrosg plum_bacrq So
that you cannot say that the capital

value of digging a shaft iz so muchy
because one never knows whether one

will obtain plumbago in the end.

' The pre-war average annual production of
plumbago was 10,000 tons. In 4941 the pro-
duction was about 50,000 tons. T pe‘t‘ cent. of
this quantity wag prodneed by small miners, who
dil not pay income tax. The excess profits duty
would, therefore, affect only a few large miners
who are all income tax payers, so that it will
be a diserimination amongst miners themselves.™

Then the

5 a.;v :

memorandum goes on to

* Por these reasons it was congidered fhat the
plumbago producer deserves different treatment
from the broker, the rice merchant or iy other
person linhle to the excess profite duty.”

So that, the plea was, charge them
50 per cent,, but then give them the re-
lief that the other industries enjoy.

Well, both the Financial BSecretary
and I tried to work out a scheme, and |
we had the Commissioner of ITneome Tax
hefore us. The question wag put to him
point blank, ** For purposes of revenue,
what is the best way of * squeezing " out
of the plumbago industry the amount
of money that we require?’” He said,
© Well, if it is a case of raising revenue,
the only way 1 ean think of is an export
dutiy, because then everybody pays.
Here it is only a few who are above a
certain standard that will be called upon
to pay. - Therefore, from'a revenue point
of view, the excess profits duty will not
give tho same amount as vou will get
from an export duty because, out of the.
50,000 tons, 30,000 tons are produced bp'
people who will not come into the tax.
That is perfectly correct.
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Then comes the gquestion, which is the
best way of giving relief to the indusiry.
There were three suggestions made.
One was not to give any relief at all,
but to impose an increased export duby
of Rs, 40 per ton, so that everybody
would pay Rs. 40 a ton, and in addition
an excess profits duty of 20 per cent.
That is, you increase the export duly by

40 per cent. and take away 20 per cent.:

of the excess profits duty.

The second suggestion was to freab

plumbago in the same way as you treat
agriculture. Give it some relief, and
impose on it a lower rate of 30 per cent.
duty on aceount of the speculative
nature of the business. Give it the
normal relief, if they want it, and tax il
on a reduced rate of 30 per cent. or—
** charge plumbago mining on the same footing
as agriculture, namely, the normal rate, with
relief frem export duty, and grant an allowance
for inereased production on the game principle asg
the Bourd had already accepted for the rubber
mdustry.'”

That is, for the rubber industry we
had given certain concessions. On the
same prineiple, give the plumbago in-
dustry too the same concessions.

One suggestion guve the discretion to
the Comanissioner to decide, and it was
folt that in working it would he found
impraeticable. It was alzo said that it
would work hardship in different cases
and the Commissioner would have to
give his ruling. In those circumstances,
the Board of Ministers, after a lengthy
discussion, felt that it weuld not be dis-
erimination in favour of the plumbago
industry to give it g reduetion of 20 per
cent.” because it did not get the same
relief as the other industries.

*Mpr. Alowihare: T should be very
orateful to the Hon. Minister if he would
Table that statement.

The Hon. Colonel Kotalawala: Certain-
Iy T ean Table this document, beecause
it is a memorandum presented by me
to the Board of Ministers. Tt is not a
secrel doecument at all.

The Hon. Mr. Senanayake: Dut
actually, if il is raised as a point of order,
T do not think the hon. Member is en-
titled to ask that the statement be
tabled.

' Myr. Speaker: This is not the time to
Table papers.
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£Mp, Aluwihare: Siy, I amn not saying
that he need do it at once, but after his,
speech, 1 shall be very grateful if he does 5
it.

Mr, Speaker: He says he will do so.

The Hon. Mr. Senanayake: What L
would like to know is whether it is de-
manded as a matter of righ®s With re- °
gard to that, there is one thing T might
say. If a person reads out something
of his own, no one can elaim that it be
tabled. TIf it is a quotation of sotneone
plse’s opinion, vou ean elaim that it be
tabled, not one%s own document. =

*Mr. G. G. Ponnambalam (Poi \
Pedro) : Where ig that stated? A

The Hon. Mr. Senanayake: I say that
it ig his own document. Suppose you
read out vour own notes here, are Mem-
bers going to say that those notes must -
be tabled ? V4

Mr, Speaker: All thiz will go into
Taxsarp. The hon. Member has
requested that this statemient be tabled ;s
and the Hon. Minister has agreed to do .
$0. -

The Hon. Mr. Senanayake: That is
different matter.

The Hon. Colonel Kotalawala: T think,
Sir, 1 have made it elear that in assessing
plumbago at 80 per cent. there has been
no ides of giving any diserimindtory
coneession. But it was found that it
was the best way of giving relief to the-
extent that other industries get relief. -

Now I will tell you this: to-day the
platbago industry is required as a war
industry, and 1 am afraid, irrespeetive
of what demand there would be, auto-,
matically the phunbago industry will go
down, beeause the articles requived for:
producing plumbago are not available.
There is no machinery; there I1s no
dynamite; there is no jurnper steel. - In
these circumstances, T am afraid there
will be no excess profit frovi the plum-
bago industry, because people do not
want to take any risk now. People will
take a risk in producing plumbago it
there is a chance of making money; if
there is no chance, nobody will risk his
capital. In these circumstances. the
gpeculative mines have disappeared, and
the plumbago industry has come dowm:
to about half of what it was. ’
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[The Hon. Colonel Kotalawala. |
‘There is also one other point I would
. like to mention. The hon. Member
. for Panadure (Mr. Susanta de Fonseka)
- mentioned that the price of rubber was
fixed at T1 cents, and the price of copra
was also fixed by Government. In the
case of the plumbago industry, it was
_ fixed at u redueed figure. The price used
. to be Rs., 00, .md it was reduced to
" Rs. 500. In the case of all other indus-
ries, it was fixed.at o higher rate, but
the case of plummbago alone it was
ered. Certainly that was’ diserimi-
ing agasrst ~lb" oo,

I feel cer-
agree that the

" these eirc e 3. Sir,
that the: Heuse wii

as a favoured article or discrimi-
i in favour of plumbago in any way.

M.r H. de Z. Siriwardana (Negombo) :

“'I would like to make a few remarks as

- a Member representing an area that is
;_.'interen,i;ed in the coconut industry.

- 1 agree entirely with the rermarks made
:‘ bv the hon. Member for Naramimala
= (MI Samarakkody), who has peinted ont
that the coconut industry is one that is
entirely in the hands of the native popu:
lation. We did not ask for diserimina-
~ tion, but for speecial reasons we asked for
some relief to the industry.
As hon. Members are aware, we have
~ been passing through a long period of
depression. Unlike in the case of the
rubber and the tea industries, coconut-
land ewners, had no credit facilities in
- those days. Théy had to borrow money
at high rates of interest from Chettiars.
It was only recently that the State Mort-
gage Bapk and the Bank of Ceylon were
" established:; and until then, cocontit-
land owners had no credit facilities. So
- most of them got into debt, and owing to
- the depresgsion most of their lands went
into the hands of Chettiars and other
foreigners.
~ Iiven at the present time most of the
. land owners are in debt. Most of their
lands are mortgaged, and it is only now
that the price of coconut has gone up.
Yet. although the price has sone up, the
ordinary rhiddle-class landowners are
unable to sell their nuts at more than
Rs. 25 or Rs. 30 per thousand. Bir, in
the case of coconuts, the profits made by
- the landowners remain in the country,
, whereas in the case of rubber and tea the

-
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profits made go out of the ‘country; so
there is no harm i taxing capital that
goes out of the country. -

The Minister of Agriculture and
Lands  brought forward a. Bill to
make provision for the acquisition

by the Crown of certain lands sold
in execution of mortgage decrees or
transferred by their owners in satisfaction
of mortgage debts. That Bill should
have come into operation about ten years
ago. What happened was that during
the depression most of the lands went
into the hands of the Chettiars. They
bought coconut land that was worth
Rs. 1,000 for Rs. 800, and a few months
ago they sold all the lands and went away
to India. T do not know how the Minis-
ter proposes to buy all these lands from
the Chettiars and hand them over to the
people who had mortgaged them. The
Chettiars made a profit, and they went
away to India.

T suggest, Sir, that in the case of coco-
nuts, the excess profits duty be reduced |
from 50 per cent. to 25 per cent., as
requested by the hon., Mamber for
Narammala (Mr. Samarakkody).

Dr. A. P. de Zoysd (Colombo South) :
There is no doubt that we require revenue
for purposes of Defence and other
expenditure by Government., DMinisters
obviously have to impose taxation for
that purpose, and it is nothing buv fair
for people to be ecalled upon to pay as
excess profits duty a part—not the whole
—of the excess profits they make during
the war.

The Hon. Colonel Kotalawala: Why?

Dr. de Zoysa: 1 do not think ardyone
would object to such a course on prin-
ciple. It is only a part of the excess pro-
fits that it is proposed to take. Properly
speaking, the whole of the excess pro-
fits should be taken and the proposal to
levy on 80 per cent. or whatever percent-
age it may be as the excess profits duty
is a very fair one.

[ listened wvery 111t,ere}st,edly to the
remarks of the Hon. Minister of Com-
munications and Works, and I must
admit that the arguments used by him
were beyond my ecomprehension. He
says that in an industry like plumbago,
the hon. Member for Morawaka
(Mr. R. C. Kannangara) loses heayily.
To compensate for that, the Minister
wants to gain. [Interruption.] 1t is
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rather a strange position. Here 1y
child suffers for want of milk anfl is
dying, whilst the Minister’s child is doing
very well; and. it is suggested that to
compensate for the suffering undergone
by my child more milk should be released
for the Minister's child.

The Hon. Colonel Kotalawala: T have
no children at all, Sir. ;

Dr. de Zoysa: 1 there is going to be &
tax, it must be a tax that will fall justly
on all. Then everybody will accept it
and will not grudge to pay it. The same
argument which the DMinister used in
respect of plumbago can be applied to
other industries as well in this country.
For every one man doing well in business,
there will be a hundred others losing on
their business.

1 am surprised to find the Finanecial
Secretary and the Board of Ministers
agreeing to “the relief demanded for
plumbago, rubber and coconuts. You
may as well extend that relief to Mal-
dive fish, rice and other articles and sux
people on their income. Our people ars
not sufficiently taxed on their income.
There should be a higher rate of income
tax; then there should be super tax as
is the case in England and in other
countries. Here people who can pay
tax are given all kinds of relief. Fven
when it is proposed to levy an execess
profits duty, which causes no hardship,
10 per cent, are going to be allowed in
respect of earlier profits made and for
other expenditure. When 50 per cenf.
of even the balance is claimed, they ask
for some mare reliet.

There something fundamentally
wrong with the whole proposal. The
_ Ministers, instead of trying to tax all
alike, make a discrimination. The
publie, for instance, say that the Min-
isters have an interest in plumbago and
therefore they try to obtain relief for
that industry.

The Hon. Mr. G. E. de Silva: Minis-

ters hawve an interest in plumbago?

s

Dy, de Zoysa: Some of the Ministers.
The Hon. My, G. E. de Silva: Then,
say some of the Ministers.

Dr. de Zoysa: The people generalize.
We must make taxation a common
cause. When we have to pay for
Detfence in a crisis like this, we must be
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prepared and willing to pay. You must
not try to discriminate in imposing such
taxation. For instance, a few boutique-
keepers may suffer loss whilst a few
others may make money over their busi-
ness, and if vou grant relief you must
grant it to ull. Simply because some .
Ministers have influence over this
matter, simply because some planters
can influence this question, is it proper
to exempt them from taxation when poor
people who work hard and lose heavilw
have also to pay taxes? Should vou not
give relief to them? :
\ _T'he House "o\m (“1 “ eii‘l’l.'l{-_‘-l'l'llf&r that !
1t 1s not proposer o . his tax on a
losses that .m: = be insmrsd. The £
proposed is on profits made. 1 am cer-
tain that many profits earned are not
revealed to the authorities. When ib
comes to taxing, the real profits are not -

revealed, they want relief.

relief. We are in need of more money;
we are in need of more social services and

we find that there is a deficit between
Tt the relief

revenue ahd expenditure.
asked for is granted, then immediate

measures must be taken to increase the |

yield from income tax or to impose some
other taxation. 1 would, therefore, re-

quest hon, Members to demand that this | :

excess profits duty be levied, that it be
levied from all liable to that duty and
that no relief be given to any, party.

Mr. D. Wanigasekera (Weligama): 1
oppose this Bill, and [ would submit, for
consideration by hon. Members, the
reasons why 1 do so. '

This Bill geeks to diseriminate in favour

of plumbago. 1f you want to impose &
tax to cover expenses in connexion with
the war, it must be an equitable tax. It
would have been far better for the Finan-
cial Secretary, instead of bringing for-
ward this Bill, to have fixed the price for

rubber, tea. coconut, plumbago and
other commodities, because all these
goods are now sold to Britain. He Eould

have fixed the price of rubber, say, at
Rs. 2 a Ib. and charged on it an export

duty of 50 cents—that is, 25 per cent.
He could have priced tea at Rs. 2 a lb.
and charged 50 cents as the export duty
on a lb. of tea. Similarly, the price of
copra could have been fixed at Rs. 80 a
candy and copra charged an export duty
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HEven on the profits they hawe
1 do not
think we are justified in granting such .
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duty iz charged at the Customs,

of Rs. 20 per candy.
who produced these commodities would
~ have paid money into revenue.
- money could have been collected through-
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| Mr. Wanigasekera. | :
Then everybody

Then

out. the year without the risk of anybody
submitting false acedunts. All those

‘matters could ba properly handled at the

Customns. T think the Financial Secre-
tary should withdraw this Bill and fix
the prices of the various commodities and
levy an export duty on those produects.
To-day ull commodities fetch enhanced
ices, The cost of rice has been en-
-and we have to pay the labourers
fmutiwaces, the dearness allowance
: j‘__'__]ymwda}hem with various amenities.
& pesill is, the wages bill has gone up.
8 civemnstances, if the price of com-
fixed—I refer to such
rubber, coconut and
plumbago—and a 25 per cent. ad valorem
there

~ would be no heart-burning eaused to the

producers ; all the commeodities would be
taxed and Government would get more

 than the amount they expeet to collect

. BETVI

by means of the excess profits duty.

The Hon. the Financial BSecrebary
would be able to caleulate what the yield
on sueh an export duty on rubber would
be if the price of rubber were fixed at
Re. 2 per b., which T consider is a good
price aceording to the commodity market
prevailing to-day. We produce 120,000
tons or 268, OOO_U()H Ib. of rubber. If you
charge 50 eents per 1b. as export duby,
you will colleet Rs. 180,000,000 as duty

~on rubber alone. Similarly., we are
exporting 300,000,000 1b. of tea, and if

you gharge an export duty of 50 cents
per - Ib. of {ea, vou will collect
Rs. 150,000,000 & year. You will be able
to golleet on the 568,000,000 1b. of rubber
and tea a sum of Rs. 280,000.000. Then
you will not only haye the money that it
is sought to raise for Defence purposes,
burt & hutre surplus which will enable you
to s Ecnﬂ even Rs. 100,000,000 on social
res.  IT that is done, vou will have

~ no deficit in your Budget.

This war has been foreced upon us,

The whole eountry would go bankrupt
_if you buy tea at 70 cents a Ih.,
at 72 cents a lb. and copra at Ra. 59 or

rubber

Rs. 60 a candy. Just after the war, the
whole ecountry would go bankrupt and all
our lands would be sold. You have no

State Council of Ceylon
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scheme for post-war reconstruction. Is
this war going to last for another 100
vears? No; it will be over in 5 years.
After the war, a depression will sef in
which will last {for 20 or 30 years. Are
we laying by reserves to earry on our
estates dunncr such @ depression; to feed
the people employed on our estates?
Nothing of the sort has been thought
out by our Minigters in bringing out this
taxation proposal. What are we going to
do after the war? ' '

I think the Financial Seeretary shonld
withdraw this Bill and “bring forward a
proposal for fixing the price of our com-
modities. as all our produce is now bought
by the British Governient for war
purposes. I oppesecthe Bill,

The Hon. Mr. R. H. Drayton (Chief
Secretary) : Mr. Speaker, there is only
one point on which I wish to speak a few
words. It has been said that the Board
of Ministers have put forward a Bill,
which is diseriminatory. Diserimination
is a word with definite unpleasant con-
notation. As 1 understand the word, it
means that deliberately the Board of
Minister have put forward a Bill with the
intention of favouring a certain section of|
the community at the expense of other
sections of the eommunity. [ want to
disclaim that in the strongest possible
terms. s

So far as the Boaed of Ministers are
concerned, they have not put forward a
Bill which, in their view. does treaf the
persons who are to pay the tax under the
Bill in a differential way, with the inten-
tion of faveuring one at. the expense of
another. They haw put forward a Bill
which they think will result, so far as is
humanly possible, in the new body of .
taxpavers paving approximately the same
by way of taxation.

Some hon. Members may look. sur-
prised at that statement. [ would ask
them to recall what has been said in thig
House to-day. Almost every speech,
without exception, made to-day has been
to the effect that the.conditions in one
industry are entirely different from the
conditions in another. It was said that
tea differs from rubber; rubber from
plumbago; plumbago from tea, and copra
from the whole lot. If that is so, are
vou by applving identical rules of] assess-
ment or identical rates of faxation to in-
dustries which are essentially different
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going to secure uniformity in result?
Are you going to secure equality in result,
or are you going to secure differential
results by applying a uniform rule to in-
dusfries which differ from each other
essentially? In order to secure equality
in those circumstances, you must apply
different rules, not the same rules. Tt
sgems to me that it must be so. Tt is
certainly what was in the mind of the
Board of Ministers when they considered
this Bill—that they would have to apply
different, rules to the yarious industries
in order to secure equality of resul.

Take, for example, the special rules
that are made in regard to the assessment
of the capital value of estates. Now
those hon. Members who glibly use the
word °* diseriminatory "' and equally
glibly say that the rules must be
uniform—are they going to say that you
must give the same maximun LcL]llt&].
value to a eoconut estatg as you give to

. & tea estate when this Bill says, il You
take Rs. 400 in one ease, and Bs. 800 in
the other . Every hon. Member who
has spoken up to the present has said
that there must be uniformity of treat-
ment.  Are they going to take that view
on that Clause (}f the Bill? Obviously
not, when they come to think it over.

They may take the view that the
Clause ought not to be there, in which
case it goes out. But if that Clause is
to stand, are hon. Members of this
Council going to say—"* Well, the value
must be Rs. 400, whether it is coconut,
whether it is rubber, whether it is fea "
.or Rs. 800, or whatever figure they
decide. It must be the same for all;
the rule must be uniform; otherwise
treatment is diseriminatory; that is o
say, you are fayouring one as against the
others

T think, when hon. Members come to
think a little more closely of the cage T
have given, that, if they adopt a uniform
rule for all three industries for the pur-
pose of that Clause, thev will be taking

a line which is diseriminatory and will '

be favouring cne industry as against the
others for the reason that T ha.ve already
given, mnamely, that the - essential
oharaetemstlcq of each of these three
industries differ fundamentally from the
essential characteristics of the other.
Therefore, your treatment cannot be
uniform unless vou intend diserimination,
and intend diserimination ini the sense in
138——J, N. A 18146 10/42;
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which T have alreally defined. it—as being
an intention to favour one as against the
other.

I must definitely urge on hon. Mem-
bers of this House to think in other ferns
than that favour has been intended by
the provisions of *his Bﬂl I would sug-
gest that Hu,';e words < ¢ dmuumnatorv
treatment *’ be replaced by * differential
treatment " and that the question
whether any particular industry does
deserve differential treatment be looked
at on its merits. 1 would much }rrefcr
the use of those words to the words “ dis-
eriminatory treatment.’’
treatment, in order to secure what resu!
In order to secure equality in the burd
of taxation. That is deﬁmh,lv the ang,
from which the Board of Ministers
approached it, and I would ask the House
to accept that as the fact. They have
looked at it from -the point of view of
differential treatmen? in ordeyr to secure
equality: and not asg diseriminatory
treatment in order to give favour and
preference.

Now, we may have failed. We may
not, by these rules of differential
treatment, secure the result that we
were c(‘.rfdlnh intending to secure. ‘That
may be so. This Lounm] may convinee
us that we have been wrong. But the
point I wish to make is this, that that
was our Dbj?Ct-—Flludh’tv of treatment,
We  recognize the fact that these:
mduqtnea differ both jin history, their
initiation and their conduct over a
period of years, and that, therefore, there
was a case for difference of treatment
in order to secure equality of result.

There is one little point 1 would like

to clear up. The Hon. Minister of
Communications and Works compared
the mining of plumbago to alluvial gold-
mining and the Hon, the Financial See-
retary said that alluvial gold-mining was
liable to excess profits du’rv 1 ﬂunk
that the Hon, Minister of Communica-
tiong and Works was thinking in terms of
one form of alluvial g’old-uunmrr and
the Hon. the Financial Secretary was
thinking in terms of another.

There are two formg of alluvial gold-
mining. It is what is sometimes called
placer gold-mining, which is what the
Hon. Minister of Communications and

Works was referring to, namely, when a °

man goes round the countrwlde with a
shovel and a tin with some holes in the

.

Difterentinl
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" bottom of it, and washes out the dirt and
~ hopes to find some. gold at the bottom of
 the pan. He may be lucky; he may one

day find £5,000 worth of gold and find
nothing for the next six months. That
was th_e type of minin_; which the Hon.
‘Minister of Communications and Works
was referring to; he was comparing him
1o the plumb;wo' miner who goes round
'the col ging holes in the ground
ir would find some plum-
8 not comparing him to the
with an established vein
d shafts and machinery,

iy

hand, there is the other
cold miner. Undoubted-
s carried oub by compan-
ivested very considerable
8% in dredgers and work a
ple('t, of l.md by means of dredgers, just
.in the same way as tin is dredged. But
J thdt. piece of land is proved fo have a
" gold content before they begin. They do
not spend £250,000, which was the price
twenty years ago, fo my knowledge, of
© the Jr;pr, of dr{*dger that was used, until
they had proof that the land on which
the; proposed to use the dredger con-
_ tained gold in precisely the same way as
it is proved to contain {in. » That, I thinl,
is the type of alluvial gold-miner which
the Hon. the Financial Secretary was re-
Aferring to.  Nobody would deny that a
company working alluvial gold on such
land is a eompany that is normally with-
in the seope of any excess profits d tty
legislation. It obyiously i§.

. The point of the Hon.
of  Communications and Works s
that  the alluvial gold miner who
goes round the country side
gold in the way I described, namely,
with a shovel and a tin as his only
implements is, quite frankly, not
+ person who is ever likely to come within
the scope of any excess profits duty
legislation or income tax legislation. 1
have seen them working myself more
than onece, and they are people who wan-
der all over the face of the earth where
they hope to hear of gold and hope to
. make o fortune without any expenditure.
*  There are people who manage to obtain
~ plumbago bv those means in (‘evlon
There are those two different types of
categories of persons engaged in p]um-
bago mmmg The point Dof i“they Hon!

Minister

a

-

o
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Minister of Communications and Works
was that you will not hit them all by im-
posing an excess profits duty. - You must
recognize that you are not hitting the
whole industry by’ means of an excess
profits duty. g

Again, -1 sav—whe’thar one is right or
wrong in the methods adopted in this
Bill—the Bill is based on the recognition

of the fact that these lour industries are

essenfially different, and every hon.
Member of this House has said so up to
the present.

Most hon. Members who have already

spoken, using the word “discriminatory’™
with the unpleasant connotation that I

have suggested, have al the same time .

claimed differential treatment for a par-
ticular industry. They have done so. I
do not say that they are not right, be-
cause this Bill does qdite definitely im-
pose differential methods. But it is
very difficult for hon. Members of the
House to charge the Board of Ministers
with an intention to favour and, at the
same time, claim as they may ecall relief
or differential treatment which is intend-
ed to benefit one or the other of theze
particular industries.

T would repeat again that uniform rules
will not produce equality; uniform rules
will - produce differential treatment and
inequality, and I hope hon. Members of
this House will not adopt an attitude
that the Board is intending to diserimi-
nate in the sense of givitig a favour, and
that. they will realize that, if they e]mm
in respect of a particular industry, differ-
ential treatment, the best way in which
they can put their case is that the indus-
try demands differential treatment and,
when once they take that standpoint,
they are taking ]ncmwl\f the same stand-
poult as the Jimr(} of Ministers have

taken.

*Mp. Aluwihare: T must confess that
onfe hag been very anxious in this matter
to be fair by the people who produce tea,
rubber, plumbago and coconuts.

To my mind, we seem to some extenf
to have forgotten the fundamental con-
dition or the fundamental principle un-
derlying this Bill, Various hon, Mem-
bers who opposed this Bill said, ** Levy
an export dutyv so that the tax lies equally
on evervhody :
it *'.  Buch g suggestion, if seems to me,

overlooks the fundamental principle of

»

go that everybody pays -
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the Bill. The fundamental prineiple of
the Bill is not one for raising revenue
from all sources, because then you would
rightly have h: ad an export ﬂuty or some-
thing of the kind; the fundamental con-
dltlon ‘of the Bill is that of levying a tax
which takes a share of the profits above a
certain standard which you consider nor-
mal. Further, the fundamental condi-
tion is also to levy specially a tax
on profits that aceriie above that stated
standard on account of the war. That is
really the reason for the Bill for levying
_ tthe excess profits duty, T wouldl ask hon.,
Merbers to look at this whole matter in
that light, '

Mz, Speaker: The sitting is suspended
till 2 p.ar.

Sitting aceordingly suspended until
2 pom, and then resumed.

*Mr, Aluwihare: Sir, when we
adjourned I was saying that fhe whole
basis of this Bill was the levying of a
tax on profits above a certain level pro-
fits which having acerued because of the
war should be specla,]h taxable for the
sake of the prosecution of the war.
Therefore, the question of a general ex-
port duty, to my mind, cuts at the very
roob of the Bill. As a matter of fact, it
not only cuts at the very toot of the Bill
but it seemg to deny or to refuse to ac-
cephb a principle that we accepted in the
original passage of the Fxcess Profits
Duty Bill. I do not think hon. Mem-
bers can fairly claim that the mere levy-
ing of an export duty is a suffieient sub-
stitute for the extended policy of this
Bill. :

This Bill is almost a confession of
error on the part of the Board of Minis-
ters, because last year their policy re-
sulted in a deficit—by their exempting
these industries.  This year they have
found it essential that these profits
should be taxed even to help them to
relluce the deficit that will oecur this
year. So I would ask those hon. Mem-
bers who are clamouring for an export
duty to look on this merely as an exten-
sion of the policy they themselves have
accepbed.

Now, they may turn round and say,
“‘Look here, why should other enter-
prises which do not make as much pro-
fits a5 we do be exempt from taxation?”’
Although such new enterprises are not
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caught up by the Hxeess Proﬁbs Duty

Bill if they do not make profits beyond a

certain limit, yet they will be liable to
income tax as any other taxpayer; so
that the exemption will be of thosé people
who make a net income of under
Rs. 2,000 a year, I believe.

Can hon. Members of this House
grudge that exemption to people, espe-
cially in these times, when the prices of
everything are very high? I submit that
that exemption from income tax ig o just
exemption and it must be an exemption
that inures to the benefit of every indns-
try. It would be quite inequitable
levy a tax on these very small inco
and it would be a great fortune to us
have a great many of our people now
without that income either throush the
gale of plumbago or the rise in the price
of tea able to get that minimum in-
come. We need not be jealous of that
simply because we have got to disgorge
something ‘of what we eet very much in
exeess of the normal limit of our income.
Therefore, I would ask hen. Members not
to dwell too much or to be influenced too
much by the talk of an export duty.

The other point which the hon. Mem-
ber for Narammala (Mr. Samarakkody)
raised was the imposition of a 50 per
cent. tax on the coconut industry whilst -
the plumbago industry was exempt.
Again, T think another Member said that
no allowance was made for various forms
of expenditure and various risks taken.
i want. first to dwell on one matter
which seems fo be worrging a great many
Members, and it is this. They say that
where people have incurred debts on ae-
count of agriculture, this is the time that
they should be enabled to repay some of
those debts. Tt is not enough, they say,
to allow merely an exemptlon of the in-
terest paid, in the case of coconuts, buf
there should also be an allowance for
sinking fund on debts,

Sir, many industries have gone
through a difficult time. Tt may have
been imprudence that some of these
debts were incurred, and I think it-would
indeed be difficult to repel in a gopd many
eases the charge of extravagance in re-
spect of these debts. I\e»e:th{,lebs‘ these
debts are fhere and these debts go with
the profit. T would submit to the Hon,
Ministery that some provision should be
made in regard to the allowance of a
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certain amount of income, of a certain
percentage on income or a certain per-
centage. of the total debt on property be-
fore income tax is levied. That is to
encourage people to create a sinking
fund for the repayment of their debts up
to a certain percentage of their total
secured indeotedness in respect of their
estates. .
I musb confess that 1 make that sug-
igEEEEElY because of Ceylonese in-
I do so with a certain
ibation. There can be no
8t people do incur debts in
. of property in the normal

ss, in the hope that they
5 pay it off from their in-
i vould be unfair to take 50
the income off without an
respect of those debts, 1
would feel this tax less in-

THink po e
 equitable if that allowance was made.
- But, Sir, there are various difficulties in
regard to this allowance, for this reason,
that it is a known fact that people bor-
row not only on their properties for the

sake of agricultural expenditure. They
borrow money not only on their proper-
ties for the sake of improving their
holdings. I do not know how the
Financial Secretary will look at that
matter but I do think some allowance
ought to be made in regard to that.

Then, there was the speech of the
Hon. the Chief Secretary. He said that
he disliked ther word ‘‘diserimination’
‘and wanted the words ‘‘differential
treatment’’. He referred to the fact
that tea was valued at Rs. 800 an acre

- I think, and coconut at Rs. 400, and so
on, and then he went on to point out
that tea was valued at Rs. 800 an acre,
tent of 20 per cent. was merely in the
nature of that differential treatment that
was given to tea and coconut; but they
were valued at Rs. 800 and Rs. 400 per
aere. There was nof the same valua-
tion put on the capital of the various
plantations.

One‘does not mind the way in which
the capital of a mine is assessed. It is
extremely difficult whether it is a tea
plantation or a rubber plantation or a
coconut plantation to assess itg proper
value to the last Rs. 50 or even Rs. 100.
A rough calculation is made. When you
put tea at Rs. 800, it is obvious that

State Council of Ceylon
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every tea plantation is not worth Rs. 800
per acre. - It is the same with coconuts
and with rubber, Therefore, why are you
not laying down rules for the calculation
of the capital of a mine?

The Hon. Colonel Kotalawala: It is
impossible.

#Mp, Aluwihare: We would not mind
a certain allowanece being made on a
basis such as that, to help you to calen-
late the capital value of a mine.

The Hon. Colonel Kotalawala: How
can you do that?

*Mpy, Aluwihare: Well, the Hon. Min-
ister of Communications and Works asks,
“ How ean youdo that? **  Surely plurm-
bago pits have been bought and sold?
Surely you can arrive at the value of a
mine for the purposes of taxation? The
Hon. Minister said that various shafts
have to be sunk and only one ray strike
plumbago. That is so. Surely you can
fix on the capital expended on the enter-
prise as a whole. ' -

Now, for instance, much was made of
the fact that you may not find plumbago
in one shaft. As a matter of fact, when
you are planting tea, for instance, there
are various fields on a tea estate which
are less productive than others! There
are various parts which have roek. You
do not value each-acre apart? You
value the enterprise as a whole and that,
1 presume, in some cases will bear some
relation to the expenditure.

Anyway, whatever is done, our griev-
ance is this: whatever differential treat-
ment you may want for assessing the
capital value of a mine or a tea estate,
it iz not correct that you should differ-
entiate in the tax to be levied. That is
the point I am trying to make. You may
allow a mine-owner to include what
capital you like in the valuing of a mine,
but there is no reason at all why you
should differentiate in the tax. That is
my reply to the Hon. the Chief Becretary
on that point. -

Now, let us examine the reasons given
by the Hon. Minister of Communications
and Works for this exemption. e said
that plumbago was a war industry and
that it was difficult to assess its profits
in war-time. The whole principle of this
taxation is that war profits should pay for
the carrying on of the war. Supposing,
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insteand of mining for plunibago you
manufacture munitions? Would you be
able to say that munitions had a very
limited income in peace-time and there-
fore they should not pay excess profits
during war? That is the argument of the
Hon. Minister of Communications and
Works.

The Hon. Colonel Kotalawala: No,
that is not the argument. What I said
was that it was very difficult to find
out what the standard profits of a mine
were before the war, because the product
was not in dema,nd Therefore, the
price of the commodity could not ble fixed
before such a demand was created.

*Mr, Aluwihare: That puts it exactly
on the same basis as munitions, because
during peace-time you are quite unable
to say what the demand for munitions
will bel unless you are able to create a
little revolution in South America or
some place like that. Now, what the
Hon. Minister says is that plumbago too
has no ascertainable value in peace-time.
That is rather an argument for treating
plumbago as a purely war product and,

therefore, it must come under excess pro-

fits and be made to pay for the war.
The Hon. Colonel Kotalawala: Let the

Government run it like a munitions
factory.

*MI‘ Aluwihare: The Hon. Minigter
says, ° Let the Government run it . 1
must confess to the TTon. Minister thcmt
last year's Hxcess Profits Duty Bill and
this ‘vear's Iixcess Profits Duty Bill are
gradually convincing one that it would
be a very good thing if there was nation-
alization of everything, because there
would be 100 per cent. “of it available for
the war.

Then hiz second

argument—and the

argument of a good many others—was -

that plumbago-mining was a very specu-
lative enterprise. ]u\err'wthmcv iz speecu-
lntive. Planting rubber is Qspm*ul.cltlw
You do mnot know what may happen.
Planting tea is the same. You do nof
know what the tea' market will be.
Everything worth doing in this world
and which. gives you large profits is
speculative. Why,  8ir,
to-day is speculative, because your ships
may be sunk. Whispers behind me are
irregistible. They say that marriage is
speculative. Bo i 1is. Everyth_mg ig

Debages.
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speculative. But there is this: these
speculative industrics, if they fail, are
not going to be taxed. What you are
going to tax is only the lucky ones. As

the Member for Colombo South (Dr. de. |

Zoysa) said, because the Member for
Morawaka (Mr. R. C. Kannangara) has
failed in his plumbago-mining, the Min-
ister of Communications and \Vcrrka who

owns a very good mine, should be ex-. |

empted. I do mot thlnL I need say
more. Surely, the argument that the
enterprise is __bpec-ulative is absurd.

The third argument was that plumbago
was not replaced by growth.
him an instance of the shoe manu
turer. Hyeryday the shoe manufact
buys hides to makes shoes and s
them, but there is a limit to it.

The Hon. Colonel Kotalawala: What is
the limit ?

*Mpr. Aluwihare: How is he to find a
market ?

The Hon. Colonel Kota.la.wala- He
breeds .cattle.

¥Mp. Aluwihare: The Hon. Minister
says, ‘° Ile breeds cattle . However
true that may be of the Minister of Com-
munications and Works,
every shoe-maker will subseribe to if.

Now, if you sell a cornmodity, surely,
you do not expect to have it? You sell

it because it is worth your while to do"

so. Supposing you have gold and you
sell it, vou sell if, bemusc it is worth
your while to do go; but yoil cannot bBll
it and also expect to have it. That is'
all that the Hon. Minister's third argu-
ment amounts to.

The next argument of the Hon. Min-
ister was that before the war there was
only a production of 10,000 tons of nlum-
baﬂo that after the war it rose fo
50, 0{}(} tons, and of this, he said, T think,

that 80,000 fons were produced by small.

miners, and that they would not be liable
to tax but only the few big mines
would pay. That is the whole point.
It is only the mines that are making
enormous profits that we want to bring
under the tax.

Then, the Hon. Minister, to suppoﬂ:
his arﬂument said that the alluvial gold .
mine& in Soui:-h Africa were exempt.
That was his statement. The Hon. the
Chief Seeretary, who knew more about

L will igieng

= _..n.— e

“

[ do not think

J

|

]
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man, apparently, who went with a littlé
tin can and a shovel and got gold was
not subject to the tax bub where you
§ had a4 mine——

- The Hon, Mr. Senanayake: Whatever
ﬁm quantity may be?

- *Mvr. Aluwihare
» was done, it was taxed.
Hon the Chief Secretary does not
that those surface alluvial gold
#8, if they are called that, are not
bac&uﬂa of any wish to grant them
itn. Surely, there is one ob-
1y that is, the man who walks
feld and just collects a little gold
g supervised. You ean have no
aﬁ%eqsment of his actual income. That
probably one of the weightiest reasons
JBJJd also it is, [ believe, a rule of legis-
u}%iaﬂu that you generally do not leglsldtu
for things you cannot control. There
dre many reasons that may be adduced,
hut the fact remains that the most diffi-
Ceult and the most expensive type of
eminlng is taxed and is not exempt.

P

where real mining
That statement

T wass very interested in another
am&ttm because I heard it adduced as
%- an argument that in Fngland coal mines

- were ezempt I do not think T need
. trouble Members very much about the
~ position of the coal mines in England.
" As hon. Members know, before the war
8 good many coal mines suffered enor-
‘mous losses and a good many had to
‘be closed down. Then, when the excess
profits duty was bmu"hh in in 1940, if
~was sought to give an exemption to the
goal mines, and the reasons were that
“for a long period coal mines had heen
" worked at a loss; that they were a
‘mational industry; that they were essen-
tial to the war effort, and that it was
sssential to encourage production.

 Then it was pointed out that none of
these exemptions would go to the
workers who were much more responsi-
" ble for an increased output; that if
meant really that certain profits should
be exempt, and so the Government was
* compelled to withdraw that provigion,
withdraw it without bringing it even to
@ vote. T have looked at Hansarp sub-
gequently, and I find that no such pro-
vision has been made. The TTon. Min-
ister of Communications and Works said

it, stated the position—that the small
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that such an exemption was made in
the last war. Must we always be thu'ty
years behind the times?

The Hon. Colonel Kotalawala: Should
we always follow England?

*Mpr, Aluwihare: Exactly. It was the
Minister who quoted the exemption of
South Africa, and we find that South
Africa brings these mines under the ftax.
But T have given him a case that is
much more profitable.

The Hon, Minister says that the
plumbago industry has been in a very bad
way. Iiven the coal mines are not given
this exemption, and why does the Hon.

Minister seek an exemption from this tax

for plumbago? T think those were the
main arguments that were adduced by
the Hon, Minister.

Most of our opposition to this exemp-
tion for plumbage in this way is that T
think most people in the country feel that
the power of this Council is bheing used
illegitimately for exempting a particular
industry from the tax. I think there is
that feeling throughout, and when an ex-
emnptlion is given in this way without an
explanation of the details that went to
make up the exemption of 20 per cent.,
that suspicion is bound to increase
tremendously.

I will summarize to hon. Members the
method of exemption that was suggested
by the Government in England. The
Government in Iingland suggested :

“* Upon application made with respect to any
class of trade or business concerned in the get-
fing of minerals or oil from any mine, oil well
or similar nafural sourde of a wasting nafure,
the Board of Referees may allow something
between 6 per cent, and 8 per cent., where the
person carrying on the particnlar trada or business
is  desirious and the Board of
Referees were allowed fto examine the grounds
on which exemption was claimed.’

‘Why is not sueh a provision made‘here,
if it is sought to give this exemption?
I feel that to give an arbitrary exemption
of 20 per cent.—very nearly half the tax
—to an industry that flourishes on the
war is without precedent and without
excuse. I do not think we can defend it
in the country, and I have not heard any
argument, valid arsument, in defence of
it on the Floor of this House.
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It is not at all easy for us to state an
amendment that will be acceptable to the
House or to the Board of Ministers, buf
I do feel that this direct exemption from
taxation to the extent of 20 per cent.,
without any reasons being addueed, with.
out any caleulation of cosf without any
relation to the fact that jt is a war in-
dustry, without any consideration of the
fact that the only people who will be
within the ambit of this tax are the rich-
est plumbago ewners, is an unmixed evil,

*Mp. ‘G. G. Ponnambalam (Point
Pedro) : Mr. Speaker, I should like, if I
may, to congider the [Bill before us from
three different points of view. Hon.
Members have, so far as I can see, con-
fined their attention to the Bill purely
as a revenue-producing measure. I
should like, if I may, to ask hon. Mem-
bers to consider the Bill, firstly, in rela-
tion to the loan poliey of the Govern-
ment, secondly, as purely a matter of
publie finance, and, thirdly, T venture
to think that under present con-
ditions 1t is & very important con.
sideration—in reation to the rising
cost: of living. There iz a very
definite trend towards inflation notice-
able in the ecountry, and the ultimate
consequences of the financial policy
which is being pursued by the Govern-
ment. if there is a slump after the war,
must be kept in mind.

Now, purely as a matter of taxation,
T should like to remind the House that,
speaking on the annual Appropriation Bill
as early as 1940, I advocated an excess
profits ‘duty on all businesses, on all in-
dustries, and upon agriculture and min-
ing. Of course, it was to be expected
that the Board of Ministers and the
Leader of the House should pooh-pooh
the idea. In 1941, they got the Finan-
cial Secrefary to introduce an Hxcess
Profits Duty Bill, so attenuated in form
and covering so small a section of
national enterpriqe that, whilst this coun-
try might have obfained as much as
Rs. 85. 000 000 to Rs. 40,000,000 a year,
we were left with only Rs. 3,500,000 a
vear.

The pointed exclusion then was the
exemptjon of agricultural industries and
_mining for plumbfxgo Apparently, they
have realized the unwisdom of their ways
and in this Bill the Financial Secretary,

a House responsible
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on behalf of the Board of Ministers,
envisages, an excess profits duty upon
agriculture and on mining for plumbago,

although a case of special exemption has :

been md,de out in the case of mlnmg for

plumbago. AR

Mr. Speaker, the first question I would

like to ask, if I may, is this; are we as
to  the
satisfied with the revenue we are getting
to-day, or can it be said that, with a
deficit last year, with a barely balanced
Budget in 1940 and with a much more
huge deficit this year, we are getting ar
thing like the revenue that we
entitled to? I think the proposition !
merely fo be put forward for it to be cc
ceded that this country is not thalmng

the revenue thab it requires from various

gOrces, ¥

The next question I should put to hon.
is it fair—and thab is
on the question of Loan policy—when =
there are still untapped sources of revenue

Members is this:

for us to put down to Loan moneys spent
upon  Defence? You will remember,
Mr. Speaker—and hon. Members will
also remember—that a good seefion of

country

this House strenuously opposed last year®

the f{ransference of something
Rs. 9,000,000 to Loan funds, money that

should appropriately have been spenf

out of revenue on Defence expundrﬁure

The Board of Ministers—and on that

point 1 think the Minister of Local Ad-
ministration was extremely
maintained that for some peculiar and

likea

sstrong—

mysterious reason Defence expenditures .Q

or a good portion of it should be allocated

to Lioan funds. What was the result?
The deficit of Rs. 8,500,000 or nearly
Rs.
and to-day we find that that defieit is
not Rs. 8,500,000 but Rs. 23,000,000,
and, but for the faet that a sum of

9.000,000 -was put down to Loan,

Rs. 10,000,000 had been brought over
from 1940, because certain amounts

which were allotted for expenditure had
not been spent, to-day we would have
had Rs. 23,000,000 put down to Loan for X
Defence expenditure. Tt is the fact that
Rs. 10,000,000 had been brought over

from the 1939-40 Budget unexpectedly,

because the stores indented for were not
received, that reduced the deficit for last
vear from Rs. 25,000,000 to
Rs. 13,000,000, &
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1 would draw pointed attention to this
fact only, that the anticipated deficit
~ mainly upon Defence expenditure has
- gone up from Rs. 9,000,000 to
.~ uRs. 25,000,000, This year there is an
- anticipated deficit of Rs. 17,000,000 upon

war expenditure, Mr., Speaker, is it too

auch to caficipate that this sum of
~ Rs. 17,000,000 would be greatly exceeded
belore the year is out?
though we are definitely in the front
the battle, we have not experienc-
| the full impact of war-time measures.
lo not think that we have been called
m to do anything really startling in
tter of Defence. Supposing, in
: act, we actually, not metaphor-
wacally but literally, get into the front line,
- can it said that the Defence expen-
diture envisaged in the Budget is likely
to be sufficient? Is it too much to ex-
~ peet that the expenditure on Defence
would' be greatly exceeded? 1f that is
the position, then the anticipated deficit
~ of Rs. 17,000,000 would be a very low
. estimate indeed. This year again the
. Board of Ministers propose to.put down
L Rs. 17,000,000 to Loan funds.
My next .proposition is, is it fair 1pon
this generation, I repeat, as well as upon
the succeeding generations, to have put
down already Rs. 30,000,000 to Loan
funds when we are just on the brink of
v ts. 80,000,000 to Loan funds
with the possibility of the amount rising
\ . an the next year or two to Rs. 100,000,000

—vhen in point of fact incomes which

“are being derived by a certain very small
. section Uf the people of this vmmtr\’ owing
o the circumstances ereated by the war
are not being fully taxed? In so far as
‘gerfain incomes have increased as a direct
result of the war, T put it forward as a
commendable elementary proposition
that all taxation from those incomes must
~ be taken first of all to meet the extra
| expendifure upon this war. In other
- words, if the whole of the Defence ex-

penditure can be met by taxation on
excess war: incomes, I would ask the
Board of Ministers what objection they
ean possibly have, either on the grounds
of expediency, morality or finance, to tax
. those excess profits due to the war and
 finance the war effort thereby?

T would respectfully submit that there

- ¢ean he but one answer to that question.
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In point of fact, such taxation is long
overdue. Instead of having all this
expenditure placed against Loan funds—
a burden of Rs. 80,000,000—if in point
of fact the Excess Profits Duty Bill in
the form in which it was sponsored by the
Financial SBecretary in 1989, within a few
weeks of the commencement of the war,
had been passed, we would have had
to-day, collected from the excess profits
duty alone, very mearly Rs. 60,000,000
or IRs. 70,000,000, instead of which
we had a meagre Rs. 4,000,000 or
Rs. 5,000,000 last year and Lhera iz now
the possibility of collecting some
Rs. 18,000,000 under the Bill before the
House.

Is it fair to the taxpayers of this
country, to the large section of the people
of this country, to exempt those who
are in receipt of colossal incomes, due
to the emergence of this war, through no
effort of theirs but entirely due to the
circumstances of the war? Mr. Speaker,
I ask hon. Members to consider that
picture side by side with another: whilst
a very small section of the community
are earning these enormous profits, pro-
bably 95 per cent. of the population of
the country are in receipt of incomes
which are either stationary or dwindling.
Hon. Members will then understand the
tremendous study in contrasts. |

That is one aspect of the question.
The other aspect is

245 p.M.—

Mr. Speaker: The House will kindly
excuse iny absence from the remainder
of the sitting. The hon. Deputy Speaker .
will preside.

Mg. SrEARER thereupon withdrew and
Mz. Depory Speaker [Mr. SUSANTA DE
Foxsura] took the Chair.

Mr. Ponnambalam: The other aspect
of the question is this, that te-day, as a
result of unequal tam‘rmn as between
those earning huge profits as a result of
the war and those whose income have
been more or less on the same level for
the last four or five years, there is a
release of cheap money in this country.

T wonder whether hon. Members have
given any thought to that. T have been
waiting for some hon. Member to cefer
to it. There 'is a large volume of



Aug. 13, 1942] ;

unmvested money, cheaply obtained,
and as easily spent, available in this
country.  With what consequence?
For the eommodities that are necessary
for the day-to-day life of the citizens of
this country, there is tremendous com-
petition “from  those who have cheap
money, uninvested money available in
this country; the volume of money
available for the purchase of  these
almost essenfial commodities, which
have incidentally become restricted in
production and quantity, has increased
locally.

Apart from that, there has been not
merely a tendency but, as a matter of
fact, a start in the ever-widening and
and inereasing spiral of price increase in
the matter of commodities locally pro-
duced or locally grown. Normally there
could be no reason for such a large
inerease in the prices of these commio-
dities. T refer to articles like milk,
eggs, fish, meat, vegetables, etc. The
prices of these commodities have gone
up enormously. What does that mean,
Mr. Deputy Speaker? That there is far
more money available now than ever
before for a limited quantity of goods.

Added to that, as one hon. Member
rightly pointed out, there is this further
agpect, a very serious aspect of the
matter, and that is that there are in this
country fo-day a very large number of
men who normally do not form part of
the permanent population of this
<country, but who, possessing a very
definite and large volume of purchasing
power, are competing for the verv goods
and commodifies which the average
member of the local population is in need
of. I am referring to the members of
His Majesty’'s Forces stationed in this
country.

The House will appreciate how the

increage of purchasing power of a section
of the community, combined with the
purchasing power of the people as a
whole and the presence of people here
with money brought from abroad, is
leading, progressively and increasingly,
fo a rise in the cost of living, and there
is no saying when that rise is going to
stop.

1 maintain, therefore, that there is go-
ing on to-day a process of inflation which
cannot be checked if remedial measures

Debates.
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are not taken i time. 1 had not the
pleasure of listening to the remarks of
the Financial Secretary on the point,
but I understand that in answer %o a
question he maintained that there was
no inflation in this country. T ask him
now, very denmnitely and directly,
whether he will not agree, having regard
to the facts I have now stateC, that there
is definitely inflation in this ecountry
which is likely to lead to a terrible after-
math, unless some steps are taken to
counteract it.

Hon. Members might very well agk e
what connexion there is between ta:
tion and an inerease in the purchag
power now made  available in 1
country, 1 would remind them of ti
very great concern felt in England and

in America, and I believe to sothe extent

in India, over the need to check inflation.
Memories in England and America went
back to the last war and the miseries
which faced the people of Hurope and
elsewhere as an aftermath of inflation.
To-day, even as the war started, the .
Governments of England and America
addressed themselves to the task of
adopting every possible measure to
prevent inflation. '
How have they done it? They have
done it partly by an increase of taxation.
The idea is that, quite apart from the
needs of the war effort, taxation must be
increased to such an extent as would
reduce the purchasing power to the com-
munity as a whole, in order to prevent
an inordinate rise in prices of eommaodi-
ties, of which only limited quantities
were available, with a consequent rise of =
wages, leading to a non-stop race
between prices and wages, ending in a
complete crash.

It was to combat sueh a terrible
situation that Mr. Keynes addressed him-
self to the compulsory savings plan.
Although the whole of his plan was nob
adopted, England has, in point of fact,
now adopted a scheme by which income
tax is taken from the' masses—the
workers—except from ‘the lowest un-
skilled class of workers, on a graduated
scale no doubt, with the possibility of it
being returned after the war in certain
proportions, the lowest class of contri-
butor getting a complete rebate or repay-
ment of his income tax and the others
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eertain pr‘oportlonq of the tax, leading up
to the higher incomes which get no rebate

at all,
" What is the idea behind that? The
idea is that the wage-earner will not

~ have the whole of his wages to spend on

the purchase of eommodities of which

- only restricied quantities are available
and cause an immediate shooting up of.

prices and a great deal of dislocation and
tm_'mﬁndoua amount of suffering to the
cople.

tn this cnuntr\ where the excesg pro-
i tax will .iff?(t a very small section
hapeopk of thig country—eaven in the
fer of income tax, only some 20,000
" are affected—when excess profits
% will be paid by a fraction of that
000, we hesitate to impose such a tax

" as would restrict the purchasing power

of the countrv as a whaole, and enable
with their limited means, to

" That is wolall. " In o country w ur*h

‘has up to now been removed from the

line of battle, namely India, there is
compulsory saving affected in this wise:
if a worker deposits twice the amount of
his income in a savings bank, not to be
withdrawn for a certain period of time,
he is exempted from taxation of his in-
come. The idea there again is to keep
back from the market some portion of
the purchasing power of the communify
as a whole.

No such step has been taken in this
country, and the result ig that we will
upon an ever-rising
seale of war relief payments. Definite-
ly, sve shall have to give some kind of
We have
g0 far given war bonuses to certain classes
but those war bonuses

will, in g matter of weeks, not months,

" proye highly illusory, because the pur-

chasing value of money is decreasing
everyday. What is to be tlF: result?
In so far as we have embarzed on a
policy of paying war bonuses, 'we shall
have to go on increaging the war bonus,

* or definitely inerease taxation.

May I commend to the Board of
Ministers, with ereat respect, that it is
not too late even now for them to revise

~ their poliey of taxation by inereasing the

excess profita’duty if not to 100 per cent.,
which is the rate being paid in England,

State Council of Ceylon

[Ang. 13, 1942

" at least to 60 per cent., the rate adopted

in India? T hope hon. Members will
appreciate that very definite proposal
which I am putting forward. In India,
the rate of excess profits duty is 60 per
cent.

Mr, H. W. Amarasuriya (Galle) : Why
not 50 :50:7

*Mr. Ponnambalam : The hon. Member
is painfully attempting to' be funny, but
without attempting to be funny he
would be funny,

1 suggest, a rate of 60 per cent. for this
reason, and I hope it will not be beyond
the comprehension of the hon., Member,
who, 1 think, has Ministerial aspirations,
I put it to him that 60 per cent. excess
profits duty under present conditions
would wield sufficient revenue to balance
the Budget. That is why I suggest 60
per cent., because T am coneerned, as T
remarked earlier, in seeing that the Bud-
cet is balanced from current revenue,
that war expenditure is balanced by
revenue obtained from taxation of war
incomes, and that there should be no
transference of war expenditure fo
Lioan funds. On a rough estimate a 60
per cent. excess profits tax would be

« sufficient to balance the Budget, but if

anybody seriously puts to me the ques-
tion as to why there should:not be 100
per eent. excess profits duty, I would say,
in.all seriousness—and T am prepared to
stand by it—+that if T were responsible
for the financial policy of this country,
T should gay every time, ** Impose a 100
per cent. excess profits duty eon wvar
industries.”’

The Hon. Mr G. E, de Silva: Hear,

hear *

*Mr. Ponnambalam: It would appear;
Mr. Deputy Speaker, that the one time
advoeate of the poor man, who has
wortmed his way into the well of this
Chamber, is now suffering from indiges-
tion.

I repeat that a 100 per cent. tax on
excess profits is definitely moral, expe-
dient aiid is to be encouraged if we are
going to build up our soeial services in
the future.

The Hon. My, G. E. de Silva: Hear,
hear! Why not add another 50 per
cent.'! :
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*Mr. Ponnambalam: Apparently, my
suggestion does not seem to please those
who are likely to be affected. I can see
that some hon. Members—fortunately
a few—are feeling acutely the pinch,
perhaps realizing what the consequences
of these financial measures are likely to
be.

All T would like to say is that even in
their own -interests the artificial rise of
values of land and property to-day can
be assessed on a 100 per cent. excess pro-
fits duty basis. What is the worth of
thig artificial stimulation of prices of pro-
perty?. To-day, coconut land, rubber
land and tes land has gone up by 200 per
cenb., 300 per cent. and 400 per cent.
After the war undoubtedly those prices
must come down. I ask those who may
think that they ‘are likely to be affected
by the levying of 100 per cent. excess
‘profits duty whether it is not better to
keep down, at a stable’limit, the prices
of land rather than be in receipt of an
income which will, eventual ly, prove fo
be highly illusory.

There is another aspect of this excess
profits duty. Why is it that there should
be an exemption of 10 per cent. of the
income on capital values? It is only in,
this country that we give an exemption
of 10 per cent. on ecapital values, In
England the exemption is 6 per cent.: in
India it is 6 per cent. I am not finding
tfault with the exemptions given to these
small industrialists of Rs. 4,000 or part-
-nerships of Rs. 7,000 or Rs. 10,000, be-
cause that will not affect the money that,
will come in very much But the raising
of the exemption limit {rom 6 per cent.
to 10 per eent. is depriving the exche-
quer of this country of several million
rupees, and there is absolutely no defen-
sible argument or reason that can be ad-
duced for raising the Limit from 6 per
cent. to 10 per cent., particularly when
we have, T repeat, actually put down
Bs. 80,000,000 to Twan funds. {

I know, taxation is always a very un-
popular proposition. That ecan be seen
by the Ministers not agreeing to the taxa-
tion of agricultural enterprises and plum-
bago-mining last year. They haye heen
compelled, but not by the argument of
circumstances, to concede that that
should be dope. Tiven there, apparent-
ly, vested interests die hard, and that is
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why we see, with regard to plumbago,
that there is diserimination. Plumbago,
which has been exempted now for three
years from export duty, is to be taxed at
not 50 per cent. but 30 per tent.

In thiat connexion, T must confess that
I was finding it rather difficult to follow
the argument of the HHon. the Chief
Secretary. He put forward the proposi-
tion that in some cases it is only by un-
equal treatment of values that equality .
can be achieved. That, I think, is in
itself absolutely understandable. Tf it ig
a question of working out the values.
well then, T can understand that perhap
unequal treatment is necessary as w
find we are asked to give Rs. 400 for a
acre of coconut land, Rs. 600 for an aerc
of rubber land and Rs. 800 for an acre of
tea. We see that unequal treatment is
necessary in order to achieve a desirable
result, namely, equality in the matter of
taxation ultimately.

Now, you ean have vour means of eal-+
culating values, but I certainly fail to
understand how the argument of the -
Hon. the Chief Secretary is applicable to
the profits involved, if he seeks to define
a 30 per cent. tax on excess profits from
plumbago as equalling to 50 per cent. on.
excess profits from agriculture. By all
means give us the means by which you
achieve it. Do arrive ab capital values.
Differentiate by all means. But once
those values have been achieved, it is
indefensible to come along and say for
one reason or another that the 30 per °
cent. duty on plumbago is justified. :

That is one aspect of the question,
But, apart from that, 1 wish to endorse
what the hon. Member for Matale
(Mr. Aluwihare) said, and that is that,.
as far as this country is concerned, per-
haps plumbago more than anything else
is the one commodity that should be
nationalized. You cannot defend this
30 per eent. duty on plumbago on any
ground w'atscever. Tremendous pro-
fits are beirg obtained from plumbago.

At a time when every other person is
suffering and when plumbago’ itself is
going to the manufacturing markets, the.
only cheerful thought is that last vear,
when T spoke to somebody who is inti-
mately connected with this industry, he
himself told me that the Proposed export
duty on plumbago was unfair and that
the plumbago industry can very well bear-
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the weight of an excess profits duby.
Definitely, one who is intimately connect-

*ed, 1 believe financially connected with

ane of the biggest plumbago concerns in
this country, said that, and therefore it
is a maltter of the greatest surprise that
the Board of Ministers should have con-
stituted themselyes special advocates

~ for this indusfry, not only last year but
also this yeuar.

4

There is also one aspect of this question
 excess profits duty that might have
heen fnissed by some hon. Members, and
\at is that there is provision in our bill
ter tﬁ, er if the profits derived from
Lh induStries as have paid excess pro-
go helow pre-war levels, for reim-
bupsﬁmenfu to the tune of 50 per cent.
Jdte o provigion which, I think, has been

. wopied—and it is of very limited applica-

tion—from the Bill that was in operation
in England. Certainly, any industry

~ which, during the post-war slump is

threatened with very low profits or with
bankruptey should and could be reim-
bursed under the provisions of this Bill
to the tune of 50 per cent.

When you have all these safeguards, T

~ would ask hon. Members what objection

they have, even if they are opposed to
balancing the Budget in respect of the
countrv’s expondlture to having the
«duty on agricultural products at 60 or 65
I do not know exactly what
the figure should be for balamlmr the
I wish merely to state this,

Let the Hon. Ministers lay the flatter-
ing unetion to their souls; year after year
they come here and pI‘E‘hLIlt to thig Coun-
¢il an unbalanced Budget in the guise of
merely by transfer-
ring big sums of money to Loan funds.
The amount is now Rs. 30,000,000. 1
repeat that it will not be long before it
will come to Rs. 100,000 UOO, and if it*
comes to that figure it may well be that
in .our own lives—not to sprak of the
future—it will take generatio s to liqui-
date that debt. Would it not in a period
of twenty yoors have to be liquidated af
the rate of Rs. 7,000,000 or Rs. 8,000,000
& year, if Loa,n funds are taxed to the
extent of Rs. 100,000,000 for balancing
the Budget or for war expenditure?

What would that mean? Tt would
mean that social service, about which
hon, Members of this House are so
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anxious, and about which they are so con-
cerned, will have inevitably to be starved.
We must realize that in some ways we are
reaching the limit of our taxation, and
il there is to be a confinuous recurring
drain on our normal current revenue of
TRe. 7,000,000 or Rs. 8,000,000, then we
will have to go without a number of
social services for twenty or thirty years.

T think there is. nofice of a motion
given by an hon. Member in regard to
old age pensions. 1'am wondering whe-
ther, in our lifetime, whether even in the
next generation, we will find the money
for introducing old age pensions or
health insurance if we are going to saddle
the country from now onwards with re-
curring expenditure to the tune of
Rs. 7, 0}0 000 or Bs. 8,000,000,

There is one more aspect of this ques-
tion. 1 said that this Bill had a very de-
finite repercussion on the rising cost of
living in the country. My Hon. Friend
the Minister of Agriculture and Lands,
who once deseribed income tax as the
corner-stone of our taxation, should defi-
nitely have seen to the inerease of income
tax this year in order, again T say,
to reducé purchasing power and to build
up a decent surplus. What is more, this
taxation should have been increased in
order that the people can benefit from a
limited purchasing power. As it is, we
shall not be very old before the Board
of Ministers come to ask for additional
taxation. So. we are faced with a prob-
lem of not being able to give the majority
—the vast majoritv—of the people of this
country a decent living upon the income
of which they are in possession.

I move the reference back of this Bill
with a view to increasing the excess pro-
fits duty to 60 per cent. or to such ex-
tent as may be necessary to balance the
Budget.

Mr. R. S. S. Gunawardana (Gam-
pola) seconded.

The Hon. Myr. Senanayake: What 1
want to point out is this: it iz only on
one point that the hon. Member wants
this Bill referred back; that is with a
view to raising the rate of the tax. I sub-
mit that that is not the principle, but
is merely a detail which can be dealt with
in Committee. T submit that it will not
be in order to refer this Bill back to the
Board of Minigfers.
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Mr. Ponnambalam: Might T explain
why I moved the reference back of this
Bill ?

It is for the very reason which the
Hon. Minister has unconsciously trotted
out, namely, that this House on a
ﬁnanc,ml measure cannot raise taxation
by itself, that I move the reference back
—in order that those who can increase
taxation, namely, the Board of Minis-
ters, may come back here with a propo-
sal for increased taxation. It is for that
very reason—that we cannot either in

mmittee or in the,House, under the
Order in Counecil, inerease the rate of
taxation proposed—that I am moving the
reference back of the Bill.

Mr. Deputy Speaker: The hon, Mem-
ber will realize this, that this particular
Bill, though it may be part of the Bud-
get proposals, is not the Appropriation
Bill itself. [Interruption]. 1 am still
seeking information on the matter before
I give my ruling. It is not usual to
refer an ordinary Bill back.

#*Mp. Aluwihare: A financial measure
can be referred back.

Mr. Wille: Article 68 is quite clear.
The Bill can be referred back. It is a
money Bill.

*Mr., Ponnambalam: Definitely, be-
cause it is a money Bill. This House,
either in executive session, or in Com-
mittee, cannot increase taxation. That
ig why I moved the reference back of the
Bill.

Mr. Deputy Speaker: Yes, it is in order
under Article 68.

The Hon. Mr. G. E. de Silva: T rise,
Sir, to make a few obsérvations with re-
gard to the Excess Profits Duty Bill
which is before the House. T may say
that I speak as a practical man and with
a fremendous amount of experience in
this country as to what the poor people
are undergoing and suffering. I am not
one of theose people who have picked up
a few principles from text-books and
keep on repeating them ad nauseam
vear after year without any reference to
the subject-matter before the House.

¥Mr. Aluwihare: He picked up only
his law from his text-books.
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The Hon. Mr, G. E. de Silva: T would
like to say that there are a number of
wayvs of obtaining revenue; there are a
number of ways of robbing people with-
out any sanction from anybody. There
are people who come in for a fortune by
merely purchasing a ticket for Re. 1.
There are people who become rich by
marrying for the sake of *he dowry.
There are some people who inherit
wealth from their parents and within a
very short time they fritter it all away,
because they do not know the value of
money.

Mr. H. W, Amarasuriya: To whic
category does the Hon. DMirister 1
long?

The Hon. Mr. G, E, de Silva: T will
tell the hon. Member later on to which
class I belong,

Bir, for any hon. Member to get up
on the Floor of this House and say that
we should tax those who make profits to
the extent of 100 per cent. is prepos-
terous. T ask whether such a statement
would be tolerated in any assembly. .
When the hon. Member found that
every-b(}d\f wag laughing at the idea, he
maid, ““Well, it may be 60 per conts!
Why ? Because the Board of Ministers
have recommended that it should be 50¢
per cent., and the hon. Member must
disagree.  There must be some differ-
ence of opinion, as otherwise you cannot
refer the Bill back. So he must make
it 100 per cent. or at least 60 per cent.

*Mr. Ponnambalam: Mr. Deputy
Speaker, on a point of personal explana-
tion

The Hon. Mr. G. E. de Silva: T am not

giving way.

Mr. Deputy Speaker: The Hon. Minis-
ter is not giving way.

*¥Mr. Ponnambalam: On a point of
order. Is even a Minigter entitled to
misrepresent anybody ?

Mpr. Deputy Speaker:; That is not a
point of order.

Will the Hon. Minister please proceed.

*Myr. Ponnambalam: He is misquoting
and misrepresenting me.
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~ Mvr, Deputy Speaker: I am sorry, the
Hon. Minister is not misrepresenting the
hon. Member.

*Mr. Ponnambalam: Is he entitled, for

his own purposes, to misrepresent a
Member on the Flooriof the House and

. not have the courage

My. Deputy Speaker: Order, please.

i@ Hon, Mr. G. E. de Silva: When
@ irresponsible statements and
8 of themselves, and that is
o #he notice of others. they
ol \indignant. Howewver im-
W man may be, surely even
(8 1ust respect reason and
‘& 8nse of responsibility rather than
‘here and spend half an hour in say-
it we should tax the people and
el money as possible to conduet

The hon. Member says, *° Did T not
advocate last year that agricultural
undertakings should be taxed and excess
profits be taken from agricultural under-
takings "'? Does he know what he is
talking about, 8Sir? 1 would ask hon,
. Members to question the hon. Member
as to whether he has ever been to an aere
of land, eleared that land, planted that
land gand waited for 10 or 15 vears till
that land came into bearing. Does he
know the difficulties to get up here and
say, * Oh, you make easv monev, and
therefore you must be taxed ”? You

inake easy money by going to the Courts
and taking high fees. To compare agri-
cultural undertakings with that way of
earning money is not fair at all.

.

Now, we have reconimended that the
tax should be 50 per cent. of the income
from agricultural undertakings and 80
per cent. in the case of plumbago. With
regard to plumbago, I do not say that

- there is no reason for criticism. But
when it comes to a question of consider-
ing the excess profits duty w ch regard
to’ sgriculture, 1 ask the hor. Member
whether he ever realized the great diffi-
culties this country had to undergo
during the depression, when they were
not making any profits whatsoever.

Apart from that, has he ever consider-
‘ed that against our will the prices of
produce of this country has been control-
led by people outside Ceylon? This tax
is levied from all agriculturists, including
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the paddy cultivator, and I say that the
paddy  eultivators will have to pay the
excess profits duty, because they are now
getting more than Rs. 3 per bushel of
paddy.

The standard years are 1937 and 1938,
In those years I do nof think a single
paddy cultivator made any profits what-
soever. Paddy cultivators were losing.
In 1957 and 1938, we were allowed to ex-
port only about 85,000 fons of rubber,
though we were entitled to export over
100.000 tons. Our legitimate quota wus
cut down, and the,profits we made were
very little. Tvervbody knows that;
everybody understands that. Those are
the two standard years.

In 1939, we inecreased that quota fo
100 per cent., and it is now 120 per cent.
As  you, Bir, rightly = remarked this
morning, in the years 1914, 1915 and 1916

. we were getting about Rs. 5 to Rs. 6 on a

Ib. of rubber, but to-day, without eonsult-
ing us, the Government of Hngland have
reduced the price to 71 eenfs, and the
American Government and the British
Grovernment are making a ftremendous
amount of profib. If the normal supply
and demand had ben considered in the
regulation of prices, we would have had
at least Rs. 6 or Rs. 7 for a 1b. of rubber
to-day. Tiverybody would be willing to
forgo Re. 1 per b, of rubber to balance
the Budget. But nof a word from this
great cconomizt—oh, he has disappeared.
These are the people who expeet us to
carry on the Government according to
the principles that they lay down. Iean
understand it if the hon. Member had
raised his voice in order to get these
things remedied. 'Then I would haye
been at one with hin. Tnstead of that,
he says, *° You people make 100 per cent.
profit. It I were you, I would disgorge
the 100 per cent. to help us carry on the
war and in order to balance the Budget.” .

It is very easy, Sir, to give directions
when it is not your money that will go;
when it is other people who will have to-
spend, you ecan lay down the terms. I
can understand the hon. Member saying,
““ This excess profits duty is necessary.
Last year we furned it down, Perhaps
at that time the counfry did not think it
necessary. But now we have brought it
before the House and everybody says
that 50 per cent. would be a legitimate
rate, "’
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#Mr, Wkody- No, no.

The Hon. Mr. G. E. de Silva: Fifty
“ pereent. would be a fair amount of excess
profits «duty from agricultural under-
takings. There are & number of hon.
Memh?rs representing areas concerned
with the coconut industry who say that
it is unfair, that you must not take more
than 10 pei‘ cent. 1, representing areas
connected with the tea and rubber indus-
tries; say that 50 per cent. may be fair,
prouded you make other exceptions. One
exception was that mentioned by the
hon. Member for Matale (Mr. Aluwihare).
He said that there were a number of
people who were indebted owing to their
agricultural undertakings and thoqe debts
have been known to the Income Tax
Departments; and if you do not allow
those people to pay their debts now,
would you expect them to pay them after
the war? After the war is over, as
Members are aware, everything would g0
down in price.  Perhaps, you may not be
able to sell your'produce, and estates will
again be sold for debts.

~ *Mpr, Abeywickrama: How did they
get into debt?

'I‘he Hon. My, G. E. de Silva: The two
vears we have to fake as the basis for
tho income tax are the two vears 1937
and 1988. During those two years
people may have got into debt and those
debts may be I'E‘glbtf,[‘ﬂd with the income
tax department, because they are all
séoured debts. Now, if you take 50 per
cent, of the profits without deducting
those debts, then that man can never
pay off his debts. Therefore, some con-
cession must be granted to those people,

- as suggested by the hon. Member for
M&Lmle (DMr, A]uwﬁmre), some percent-
agel must be dedueted in order to enable

the producer to pay his debts out of the -

- 50 per cent, of the profits that will come
to him. That is a very fair way of tax-
ing him. “Those details ean be worked
out in Committee.

Now, the hon. Member moved that
this Bill be referred back to the Board of
Ministers for considering an increase of
the tax on agriculture to the extent of
G0 per cent. Is that a reason for refer-
ring it back to the Board of Ministers?
But the Board of Ministers have con-
sidered this question. At a mumber of
sittings day after day for aboub two weeks
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this very question was discussed, and

we recommended the present proposal
which is before the House.

I would ask hon. Members to bear in
mind the faet that we have considered
this question from every 'aspect. We

thought that as .ve had last year omif-
ted to bring in agricultural undertakings,
we ahould ﬁub]eob agricultyre to the
excess profits duty this year. Can the
Board of Ministers do anything beften?

*Mpr, Aluwihare; Resien,

The Hon. Mr. G. E. de Silva: I know
that a big seetion of this House is o
posed to including agriculture in fl
proposal. Hon. Members who opp
the inclusion of agriculture have th
own point of view in tegard to the matte
Some hon. Members compared Ceylon”
with Hngland and said that in England
a bigger rate than 50 per cent.
wag charged as excess profits duty.
That is perfectly true. But how ean you'
compare the conditions prevalent in
Fngland with those prevailing here?
The English have developed their coun-
try; they have their own Government;
blw look after their poor; they have
made every provision for their people,
and they can borrow money at 1 per
cent. or 2 per cent, In Ceylon, we can-
nob borrow money at anything less than
12 per cent. In Fugland ‘w0l ser:
vices have not been starved. There the
people who have no employment are
paid the dole by Government. Are we
doing that? How ean we conipare ¢on-
ditions in Dngland. with those existing
in this country?

It is very unfair for hon. Members 1o
be of the opinion, without rhyme or rea-
son, that because the Board of Ministers
have made this proposal, this Bill should
be referred back. There i3 ne reasen
whatsoever behind sueh an attitude of
mind.

As T said before, T think thiz Gow-
ernment « 1ght to fight the British Gov-
ernment with regard to regulation . of
prices in respect of tea, rubber and coco-
nut. How can they fix the prices of our
commaodities without consulting us? We
are¢ the producers. If the open market
was available to us, we could have ob-
tained hetter prices for our tea and other
prodnce. They have throttled us there,
and then they want to take from us all
the money we malke, even with the price
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control imposed on us. This is a matter
that we have gone into very carefully.
I say that this Council ought to take
serious notice of the price control that
hag been imposed on our produce. If
we get a fair price for®our produce, no-
body will grudge paying more towards

* the inereas~d expenditure occasioned by

)
midtters are being considered by
of Ministers. T have been on
il only for a short time, but I
“an el hon. Members that every one of
' gse questions will be considered, has
i eongidered and any new question
b may crop up will also receive our
dsideration. FEveryday new questions
rise and they have to be considered.
IQi‘ihffal.zlv.l-n‘isk hon. Members not to pass
Samendment, moved by the hon.
Member for Point Pedro (Mr. Ponnam-
‘balam), because there is no meaning in
it. As is usual with him, he will move
anything on the spur of the moment with-
out considering the consequences of his
proposal, and disappear when somebody
eriticizes him. That is not playing the
game by the Board of Ministers. If any-
body attacks the Board of Ministers, he
must have the courage to sit here and
tace the music. ;

Consideration must be given to the
vexed question of the lower rate of duty
proposed for plumbago. We have re-
dueced the rate to 30 per cent. in respect
of plumbago and everybody is agreed
that some consideration should be given

* to plumbago miners. ]

*Mp. Aluwihare: No.

*¥Mr. R. S. S. Gunawardana: Nobody
has agreed to that.

The Hon. My. G. E, de Silva;: Some
hon. Members may disagree with that
proposal.

_ *Mr. R. S. 8. Gunawardans You will
» find everybody disagreeing with that
proposal, except the Board of Ministers.

- The Hon. Mr. G. E. de Silva: The
- majority may disagree with our proposal.
That, again, is a question of degree—
whether you are going to make the duty
on plumbago 30 per eent. or 50 per cent.
We have not even exempted the coconut
producer. The hon. Members represent-

f ’
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ing coconut-producing areas say that the
duby on coconuts should be ‘reduced to
10 per cent. That is their view. After
debate, if you consider that a duty of 30
per cent. is not sufficient in the case of
plumbago, then it is left to the Council
to deeide what it should be.

I would like o remind hon. Members,
as the Hon. the Chief Secretary has
aptly remarked, that such differences in
the rate of duty exist in otheF eountries
as well. We have done all that we ean
under the circumstances and have placed
our proposal before the House. Of one
thing I am perfectly sure—+that the
House will not be led away by the speech
of the hon. Memher for Point Pedro
(Mr. Ponnambalam). He thinks that if
vou cannot levy 100 per cent. on the
people who make excess profits, at least
a rate of 60 per cent. should be imposed
on them because in his opinion, these
people are making easy money.

Mr. G. R. de Silva (Colombo North) :
The House has always found that the
latest recruit to the Board of Ministers
ig the greatest advoeate of that Board.
New

The Hon. Mr. Senanayake:

brooms sweep well.

Mr. G. R. de Silva: Apparently, he
appreciates the actions of the Board of
Ministers more than the rest of us do.
T think most of us feel that taxation,
extra taxation of some sort, is absolutely
necessary if we are to balanee our Bud-
get. 1 do mot think it satisfactory in
any way to go on borrowing. Some hon.
Members have taken it for granted that
the excess profits duty ia something very -
holy, something about which there are
great principles involved. It really is a
tax which was started, I think, in the
United States during the last year with
the sole object of collecting money from
certain industrialists who had hoarded
a large amount of meney. It is not a
matter of sentiment. Sentiment, if af
all, enters into consideration in the sense-
that people feel that those who make
large profits as a result of the war should
not be allowed to have all those profits
for themselves.

Excess profits have already been
taxed, and the tax is being contimued,
for the simple reason that money has fo
be found to carry on the war and ofher
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esgential services. The rate of excess
profits duty in England to-day is 100 per
cent,, for the simple reason that Xng-
land must find money to carry on the
war. They have not considered whether
that duty would in any way benefit the
industries paying that duty, because
those industries simply would not exist
if the war effort was not maintained. I
think the position taken up by the Eng-
lish exchequer is that those industries
that ean survive the 100 per cent. excess

profits duty.  should renmiain and the
others should go out. The essential

consideration that weighs with the autho-
rities in England is that the war should
be won, and therefore every effort is made
to colleet money, successfully to prose-
cute the war.

Mhe question we are faced with. is
gsomewhat of a different nature. Have
all possible wavs and methods of raising
money been adopted in this country?
We have not reached the highest point
of taxation, and what are the other ways
and means of getting money? Our
ineome tax to-day is not on a very high
geale: «As a matler of fact, the income
tax rate in this country ecan be increased,
and especially graded so as to tax most
the men who are in receipt of very large
imeomes.  Such men deserve to be taxed
to the limit—100 per cent. T think by
raising the income tax rate we can get
all the money we require, namely,
Rs. 17,000,000, instead of imposing this
excess profits duty. 1 would later refer
to the question whether in the present
cireumstances we would get a big sum
of money from fhis tax. The price of
our articles has been fixed. The price
of' rubber has been fixed at 72 cents a
Ib, and the price of tea too has been
fixed at a certain ficure. Likewise, the
price of coeonut and copra also has been
tixed at & certain figure.

As T pointed out earlier, the index of
the cost of living is going up and the
cost of production is also rising rapidly.
So that, in another few months, our cost
of production micht rise to such a point
that the exeess profits duty will practi-
cally be ineffective. Of course, it has
always been an uneconomic form of taxa-
tion. Txeess profits duty dees not take
into eonsideration the difference in indus-
fries or the difference in estates: neither
does ifi tike into consideration the degree
of efficiency in the management of the
130——7 N. A 18146 (10/42)
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different industries or estates. From
the efficiently-managed concern it has
taken a bigger amount as revenue while
from the inefficiently-managed concern it
has taken a smaller amount of revenue.
The general principle governing this
form of taxation seems to be to tax those
concerns that are most efficient. b

~ What would happen if the excess pro-
fits duty is imposed? We know that it
is possible for the cost of production to
rise very high owing to the inflation of
prices that is taking place in the country
to-day. Our cost of production wov
be so high that the yield from this t
would not be anything like what we
peet from it.  The people of this coun
have already been prepared for the e,
cess profits duty. IHigher salaries wils
be paid to the workmen. Tn fact, to-day
the salaries paid to workmen amount fo
a tremendous. figure. In expectation of
the imposition of the excess profits duty,
most estate owners feel that rather than
giving Government so much money they
should give their workmen as much as
they like.

*Mr. Kluwihare: That is excellent.

4

Mr. G. R. de Silva: That is the position
I should like to place before hon. Mem-
bers. From the revenue point of view,
are we going te get much from the im-
position of this excess profits duty?
This tax will have very useful social con-
sequences, Jn that the estate owners will
be lavish towards their employees. If
they are asked to give Government, say,
10 per cent. of their earnings, why should
they not be lavish with that money
towards the people who work for them ?
There is that method of evasion that
might be adopted.

I would, therefore, suggest that the
Board of Ministers and the Finaneial
Secretary should consider whether it is
not possik’s in some way to increase the
vield from income tax and, if possible,
to have a super tax in such a graded
manner that the people earning large in-
comes from agriculture—it is generally
through agriculture that people make
money—would be made to pay a larger
amount to revenue than by way of exeess
profits duty. Tf vou take the last 25 or
30 years you will find that in this country
the only time that agriculture paid was
during a period of war. It has been so
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not only in this eountry but in practically
every country; for agriculture only pays
during a period of war.

*The Hon. Mr. S. W. R. D. Bandara-
naike (Minister of Liécal Administra-
‘tion) Not during the last war.

Silva: Therefore Govern-
careful regarding the im-
85 profits duty on agricul-
t iz only during certain
war periods—that agri-
any way paid. It is not
i Government to discourage
times of war; its purpose
ge agriculture by means of
ssidies and other devices to increase
; ﬁduﬁtmn It is therefore very neces-
~sary for us, when we consider agriculture,
to see whether it is really ‘:Oltltz‘bhlllﬂ on
which a tax such as an excess pmﬁt-s
duty should be tmposed. [ should cer-
tainly suggest a higher graded income tax
from agriculture.

I' think the hon. Member for Matale
(Mr. Alawihare) dealt with the question
of indebtedness. That again is a ques-
tion which has been in the minds of
Members of this House for a long time.

- Bills have been passed and relief to agri-
eulture, in a sense, has been bpol\en
about; and we have to consider that
point.

The same hon. Member also suggested
that a certain amount for sinking fund
should be put aside. [ think the ques-
tion is not so wvery simple. In the
form of an income tax on a larger incorne
and a higher graded tax, it is very much

eusier to collect revenue rather than ask
that certain sums of money be put by
for the purpose of lu]mtlai.mg indebted-
ness.  But the essentinl point as thai we
should not forget that fhe meney has to
be found through some form of taxiation.

I would suggest fivstia Higi‘x& ‘widing
of ineome tax and, second £ export
duties on cerfain essential art ¢les.  The
great idea in export duties, although it
18 thought by un"f)‘nﬂmistﬁ- that it is o
wrong h»pe of taxation, 15 the fact that
the taxpayer does not 199 that he is pay-
ing the tax. Very often you will find
that most of us are giving away one-
third eof pur income in the form of indirect
taxation quite happily, without any
grouse. From the pom‘r of view of the
exchequer; also, it is the easiest form
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of tax to collect; there is also the fact
that nobody would try to evade taxation
because it 15 an indirect tax. Govern-
ment will also obtain a larser sum of
money from that imposition, and I think
there would not be that evasion which
will take place in the case of an excess
profits duty. A landowner will not try
to evade paying export duty and run his
estate in the most expensive manner; he
will run it in the ordinary, economic
manner. You can catch him up first on
export duty, and when you come to know
his income from the income tax return,
you eateh him up on that alse. Se fhat
I think our purpose—to  obtain extra
revenue—ecan be easily achieved by
different forms of fa,‘m’nmn to  the one
before us.

1. for cne, feel that if we do not aceept
this Excess Profits Duty Bill, it is not
because we feel that extra taxation is not
necessary, If this House does mnot
accept the Bill, T am sure it is because
the House fesls thal other forms of
taxation than the one proposed should
be imposed.

I would suggest seriously for the con-
sideration of the Board of Ministers an
increase of the income tax and also a
higher expart duty. Of course, that pro-
posal is entively different to what the
present Bill seeks to enact, and the
House will, in that event, have to op-
pose this Bill of the Hon. the Financial
Secretary.

The Hon. Mr. Senanayake: 1 would
like, at this stage. to give notice that if
we cannot conclude the debate by
5.80 p.m. we seck the permission of the
Tlouse to continue the debate after

530 p.y.

Mr. Deputy Speakar We m!l consider
that motion at 5,30 .M.

Mr. H. W. Amarasuriya: Speaking on
the Execesg Profits Duty Bill which was
presented last year, I advoeated the sug-
gestion that was made by several hon ;
Mermbers with regard to an increase in
export duty. I did so because a cerlain
amount of money was required on the
last occasion to balance our Budget; and
that sum was in the neighbourhood of
Rs. 18,000,000. T also agreed with the
Hon. Minister of Local Administration
that if it beeame necessary that the
scope of the Excess Profits Duty Bill

-~
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should be widened to bring in agriculture,
I would support it if our financial position
warranted our taking such a step.”

I agree in certain respects with my
hon. Friend the Member for Point Pedro
{Mr. Ponnambalam). In discussing the
Hxeess Profits Duty Bill we must not be
blind to the present financial position of
the country, beeause T think that on the
decision of this Bill will depend the
future financial poliey of this country
and also the financial position of this
country. Therefore we must address
ourselves quite dispassionately to the

- . Bill that is before us.

The hon. Member has suggested the
reference back of this Bill for the ex-
press purposé of inereasing the rate of
tax, He was of the view that an exeess
profit tax at the rate of 50 per cent. was
inadequate, and he argued that an excess
profits duty at the rate of 60 per cent. or
even a higher rate would probably bring
in all the money that we require to
balance our Budget.

What was the position that was pre-
sented to us by the Hon. Leader in his
introductory speech on the Budget? He
told us that at the end of the financial
vear we shall be faced with a deficit of
Bs. 13,000,000 and in the eurrent year,
aceording to the estimates of income and
expenditure which he presented in deal-
ing with the Budget, there would be a
further deficit of Rs, 17,000,000. So
that at the end of the next financial
year, according to the Hstimates pre-
pared by the Treasury, there would be
defieit of Rs. 30,000,000,

The Bill before the House does not
propose to cover the whole of that deficit
of Rs, 30,000,000. The Bill before the
House only proposes to raise u further
sum of about Rs. 18,000,000. T helieve
that the present operation of the excess
profits duty is already bringing us about
Re. 5.000.000, which represents 50 per
cent, excess profits on trade and com-
merce.  So that by extending the impo-

sition of this tax to agriculture it is ex- -

pected to obtain a  further sum of
Rs. 18,000,000.

1 am afraid my hon, Friend the Mem-
ber for Point Pedro (Mr. Ponnambalam)
will not gain his object unless we increase
the excess profits duty to 100 per cent.
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The Hon, My. Senanayake: That will
not do; inerease it to 150 per cent.

Mr. H. W. Amarasuriya: Tt will have
to be over 100 per. ecent., to cover the
whole of the Rs. 30,000,000, plus the ad-
ditional Rs. 18,000,000 that this Bill
proposes to raise. Those 1wo amounts
added together would be in the neighbour-
hood of Rs. 50,000,000. If the 50 per
cent. tax on agriculture is only going to
bring us Rs. 18,000,000—I think double
that would be Rs. 86,000,000—we he-
still to find another Rs. 14,000,000;
that meang that the rate will have t
very nearly 200 per cent,

My. Wanigasekera: 150 per cent.

Mr. H. W. Amarasuriya: No. It is
over 150 per cent. I wonder whether the
hon. Member scrutinized his mathema-
ties before he made that proposition to
this House. 1 am sorry that the hon.
Member is not in his seat. But I am
afraid that he trotted out that proposi-
tion on the spur of the moment, without
considering the implications of i, and
also without examining the figures
involved in hiz proposition.

Therefore, even an excess profits duty
of 150 per cent. will no bring in the
entire sum of money that is required to
balance our Budgets for the years
1941-42 and 1942-43,

1 think the proposition of the hon.
Member was that after the war it would
not be possible to tax certain industries
and that while the war was going on the
Government should tax people who are
thriving on war profits. That was his
main argument. I do hope the hon.
Member will rekexamine the position,
and I am sure he will come to a different
decision -vhen he looks at this matter in
this new ight.

Mr. Deputy Speaker: The gitting is
suspended until 4.30 p.or.

Sitting accordingly suspended until
4.30 p.om. and then resumed,

Mr. H. W. Amarasuriya: When we
adjourned for tea, I was poinfing out that
even an excess profits tax at the rate of
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over 100 or 150 per cent. is mot going
to find ua the necessary revenue to cover
‘the entire deficits of the present financial
year and the next financiol year.

The hon Member for, Colombo North
(Mr. G. R. de Silva) suggested that the
Board of Nhnhh’sm without resorting to
the present propo&.alq might. have con-
sidered the feasibility of increasing the
t& I would hke to point out

-"very gerious eﬁFects on the people whose
n mcome is derived out of employ-
L m those people who receive
ed ineome monthly. Therefore, it
d neb be proper at the present time
5 the rate of income tax, be-
ould result in an merease in the
coe tex betore therpgople
ing higher incomes can be
T do not think it would be a
wise move at the present time fo raise
further revenue by an increase of income
tax.

. Then, if an excess proﬂta tax is con-
sidered unobjectionable, 1 see no reason
why only trade and wmmerce should be
brought within the purview of the tax.
Last year I was in favour of exempting
agriculture and plumbago because 1 was
of the opinion that it would be a mistake

 to place foo much money in the hands
of the Hon. the Financial Secretary, as
in this country we have had the ex-
perience of the Treasury bringing forward
measures for the expenditure of money
which are calculated, not to improve the
gocial condition of the country, but either
to help the war efforf or confer benefits
more on Imperialistic interests rather
than further the national progress of the
~counfry. To-day we are faced with a
different financial situation altogether,
and T think the situation has te ba very
carefully handled.

If one examines the figures nuBliSherl
in the Administration Repor' ' of the.
Income Tax Departments for che years
1938-39, 1989-40 and 1940-41, one T&ﬂ[
find them interesting, In the year
1938-89 the total income, aceording
te  the = published  figures, was
Rs. 236.214.756. Buch income was
returned by 24,548 persons in this
country. Out of this figure, the income
of resident individuals numbering a little
over 17,000 was about Rs. 125,000,000 ;
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the income of mon-resident individuals,
4,187 in number, was  aboub
Rs. 15, 500, 000; the income of 433 resi-
dent companies was Rs. 82.2 million;
the income of 672 non-resident
companies was Rs. 54,000,000 and .
*“ Miscellaneous '~ (785) was about
Rs. 5,500,000. The total income re-
turned by these persons amounted to
Rs. 286,214,756 and the tax payable by
them amounted to nearly Bs. 20,000,000.
That was in respect of the year
immediately prior to the war.

In the year 1939-40, 25,355 people paid
tax, and they returned an ineome of
Rs. 204,000,000, In 1940-41, 25,578
pt.oph, returned  an income . of
Ra. 244 000,000. Therefore, in the vear
1939- 40, there has been a drop in income,
of neau‘ly Rs. .40,000,000. In the year
1940-41, out of this income of
Rs. 244,000,000, agriculture alone re-
presented Rs. 78.3 millions; trade
60,000,000;  professions,  over
Rs. 6,000,000, employment, over
Rs.  74.000,000; investments, over
Rs. 17,000,000, and °° Miscellaneous
Rs. 2,000,000. The increase is rather
marked in the case of trade. The
“ Trade ’ figure for the year 1939-40
was Rs. 50,000,000. So, Sir, there was
an improvement in the case of trade to
the tune of about Rs. 10,000,000
Therefore, even il the rate of income tax
is inereased, T do not think we will get
such a large revenue. The same remarks

- apply with equal force to agriculture.

I would not advocate s mere increase
in income tax as a substitute for the
excess profits tax, because it was argued
that an excess profits tax would not
bring in so much money as a further
imposition in income tax would. T do
not think that the argument will stand
examinalion, because the excess profits
tax would certainly bring wus more
revenue during the next financial year.

There was also the suggestion made
that,” instead of imposing an excess
profits duty, we might raise our revenue
by the imposition of export duties. Now
those who are of that view have in the
past been seriously objecting to the
operation of dual taxzation, that is, direct
and indirect taxation: Income tax
would be direct taxation, and the im-
position of export duties would be
indirect taxation. .
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On this occasion, T would like to state
that if we abandon the excess profits duty
we would be exempting a very large
- number of non-resident companies,
because those non-resident companies
are, L believe, at the moment paying
100 per cent. excess profits to the
Imperial Exchequer. Are we prepared to
deny to ourselves that large revenue by
abandoning the excess profits duty and
substituting export duties?

The Hon. Mr. Senanayake: What is
the argument ?

Mr. H. W, Amarasuriya: We will be

losing their contribution.

The Hon. Mr. Senanayake: May 1 ask
& question, to clarify the situation?
Does the hon. Member imagine that
export duty is to be charged only on
rubber that is produced by Ceylonese
companies and that the Kuropean
companies should be excluded ?

Mr. H. W. Amarasuriya: No. T am
not saying that. [ believe undbr the
provisions of this Ordinance the export
dutby will be collected in the normal way,
and when the returns are made, if the
excess profits are more than the export
duty, I believe, there is a rebate and the
Government will get whichever revenue
is greater,

The Hon. Mp., Senanayake: 6 For all
concerned.

My, H. W. Amarasuriya: Now, in the
cage of the sterling companies, T am
slmost sure that the payment of excess
profits duty would be more than what
they would contribute by way of increased
export duties.

The Hon. My, Senanayake: That is our
proposal.

Mr. H, W. Amarasuriya: So that an
excess profits duty in the case of non-
resident companies will undoubtedly be
a beneficial proposition to the eountry.

With regard to the proposal of a
preference in the case of plumbago, many
Members who preceded me argued that
no real case has been made out for any
special treatment of plumbago. Plum-
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bago is certainly a commodity that
commands a market during a war, and
the very principle of an excess profits
duty is to tax people who make profits
above an aceepted standard and to appro-
priate the whole of such revenue for the
purpose of the Defence of the country
and for the prosecution of the war.
There is, therefore, no argument why
plumbago should be a favoured subject,
and if the excess profibs duty is to
operate, there is no reason why plumbago
alone should be let off with a 30 per cent.

tax. T hope the Board of Ministers » ™
reconsider that proposition, bee:
their main argument has been

plumbago is a wasting asset.

The Commissioner of Rubber, who
once  the tubber Controller, .
circularized all estates asking them 1
resort to maximum production, an
where ordinarily managers and thos
who are in charge of estates would use 1
only about 5 o 6 inches of bark a yea
they are now compelled to remove very
much more than the normal bark con-

sumption for the purpose of producing -

more rubber. The Hon. Minister of
Agriculture and Lands told us that this
year we shall be producing more than
100,000 tons of rubber.

The Hon. Mr. Senanayake: We have
already produced more than 100,000

tons.

My, H. W. Amarasuriya: Whatever it
is, even to get that 110,000 tons, the
rubber trees have to be tapped to such
an extent that their life would be greatly
shortened. If it is argued that plumbago
is a wasting asset, then rubber too which
is required for war purposes should be
considered a wasting asset. If you 20
and tap your rubber tree too much, you

will be obliged to cut it out altogether to 2

rejuvenate it.

The F . Mr, Senanayake: Cub and
rejuvenate ?

My. H. W. Amarasuriya: Cut out and
replant; that is known as rejuvenation.
So that one will have fo wait at Jeast 10
years to get any latex ouf of such a tree.

T do not think, therefore, that it can
be strongly argued that simply because
plumbago is a wasting asset we should
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give special preference to it If plum-
bago has to be treated along with
agricultural products, it should bear the
same rate of taxation and there should
be no special concession granted to it.

e oHon, the Financial Secre-

roducing this tax last year,
house that if he had his
i way he would only impose a tax at
" raie of, 1 believe, 17 per cent., in
e to vaise the sum of money that was
o cover the deficit which was
 the Budget of last year, and
£ 80 per cent. was imposed
jate a yleld of about
00 to Rs. 30,000,000. To
¢ owners of tea, rubber and
P and also plumbago
sines would have been better off had
hey accepted the general rate of 30 per
e~t last year.

. he Ministers propose to impose this
jax for the duration of the war. I be-
lieve they told us when the Excess Pro-
fits Duty Bill was introduced last year
that they reckoned there would be no
need for an excess profits duty after 3
years. Therefore, the sum derived at
the rate of 30 per cent. for 3 years would
have been less than the sum for 2 years
ab the rate of 50 per cent. So that the
Ministers, although they have lost some
money last year, would get an additional
anount of revenue within the next
9 years provided, of course, that the
ruling prices of produce remain the same
‘as ab present.

The question of the price of produce is
also very important for this reason,
namely, that tea and rubber are being
bought by the Ministry of Food in Eng-
land, and rubber, I believe, by the War
Supplies Depattment in England. It
was arguied by you, Sir, this mo - and
by other.Members that, but for :
trol of prices, if normal condit™
allowed to operate Lhe price £
would have been very much more than
it is to-day. We must, thecefore, con-
sider the difference in the prices as a ~var
contribution from this country to the
Imperial Goyernment.

T do not think we can advocate an
export duty at a higher rate unless the
‘present price of rubber is raised. To my
mind, if export duties are to be
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increased, there should be a correspond-
ing benefit to the producer. Therefore,
it is not possible to advocate an increase
of export duties unless the Imperial
Government is prepared to pay more for
our produce.

We must also not be blind to the fact
that the expenditure on our defences is
a matter for speculation. If Ceylon be-
comes @ theatre of war this Goyernment
will have to incur very much more ex-
penditure, and at the end of the war it is
almost certain that we will be heading
for bankruptey. It is not an ipse dixil
of mine, but the Hon, the Financial Sec-
retary himself, speaking on the Budget
last year, said this:

“ In the lagt depression our annual revenue
fell to about Rs. 85,000,000 and if we have a
similar depression again it will probably drop to
about Re. 105,000,000 or Rs. 110.000,000. T ask
the Houge what is to be done then, if our annual
expenditure, with the utmost economy, proves to
be, say, Rs. 130,000,000 against Rs. 105,000,000
Can  we seriously contemplate borrowing
Rs. 25,000,000 a year just to meet ordinary
expenditure? A very few years of that, and the
country would be hankrupt. It would be unable
to borrow further, and we would have'to go, cap
in hand, to the Imperial Government and ask
them to help ms out of the difficulty with a
grant.'””

Now, it is almost certain that after this
war there would be a world depression,
and if that world depression lasts for
many years it would be very difficult for
our Crovernment to meet all its commit-
ments. Our personal emoluments and
pensions bill, expenditure on education,
expenditure on our health serviees, ex-
penditure on irrigation works, recurrent
and extrgordinary, will come to about

8. 160,000,000, and our revenue would
ghrink to such an extent that there would
be a very wide gap between the revenue
and the expenditure of this country. T
think at the present moment the coun-
try is taxed to its utmost limit, and in
spite of heavy taxation and the services
that this Government is rendering to the
people, there is still a great deal to be
done by wav of social gervices for the
amelioration of the masses.

Two Members of thiz ITouse have
pointedly referred to the plight in which
the coconuti industry finds itsell at pre-
sent. 1 would like to add a further argn-
ment to the arguments that were addue-
ed by the hon. Member for Narammala
(Mr, Samarakkody) and the hon. Mem-
ber for Negombo (Mr. Siriwardana).
Ag you are aware, in the Excess Profils
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,Duty Bill. Rs. 400 is reckoned as the

standard capital value of an acre of co-
conut land. Most of us are aware that
during the coconut boom coconut land
fetched as much as Rs. 1,500 an acre,
and there were a large number of people
who borrowed money for the purpose of
buying estates.or for improving their pro-
perties. I am also aware that the sums
that have been lent on coconut land work
out at about Rs. 750 per acre, and even
at the rate of 5 or 6 per cent. interest,
the amount payable as interest alone on
that money would come to over Rs. 50 an
acre. So, if the Government appropri-
ates every cent over Rs. 40, which is 10
per cent. of Rs. 400, it works out at
Rs. 40 per acre. Therefore money that
the coconut land owners would derive
would not be sufficient to pay the interest
on the moneys that they have borrowed.

That is a matter that the Ministers
must really reconsider, bhecause the
people who have montgaged their coconut
lands would be placed in a very bad way.
They would not be able to reduce their
debts, and 1 do not think thew would
even be in a pesition to vay the full in-
terest due on their debts. Therefore,
the industry that requires special consi-
deration is the coconut industry and not
the plumbago industry.

I noew come to the proposal of the hon.
Member for Point Pedro (Mr. Ponnam-
balam) to refer back this Bill. Tf one
can gauge opinion about this Bill, there
are two mchools of thought: one iz in
favoun of excess profits duty at an in-
ereased rate all round and for that pur-
pose, and for the adoption of an increased
rate for plumbago, that school of thought
wants thig Bill referred back to the Board
of Ministers. The Minister of Agricul-
ture and Liands was of opinion that such
amendments as this section of the House
wants incorporated in the Bill could be
introduced in the Committec stage. bBut
it. has now been submitted to us that no
such amendment is possible in the Com-
mittee stage, as Private Mdmbers in this
House do not possess the right to aug-

‘ment a tax, under the provisions of the

Order in Counecil. The House can make
the proposal and recommend it to the
Board of Ministers, and it is for the
Board of Ministers fo consider it, and if
they agree to it, bring back the Bill with
the necessary amendments.
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Then there are those who are opposed
to an excess profits duty, and they have
no alternative but to turn down the whole
Bill. Let them vote against the second
reading of this Bill. They cannot
achieve their object by merely referring
back the Bill, because the prineiple
of the Bill is the imposition of an
If Members wish to
substitute in place of an excess profits
tax increased export duties on agricul-
tural commodities, they have no alterna-
tive but to vote against this Bill. If the
Bill is turned down, the Ministers will
have to bring forward other proposals
faxation.

I do not know whether, under
Order in Counecil, the defeat oo this
would bring about serious reperen:s=s
I am unable to express an opiniot, on thes
point, but at any rate I consider that'th™©
Bill is an integral part of the Budget pr-
posals, and the defeat of this Bill - "%

be tantamount to a defeat of the Buaget

proposals. I would like Members to con-
sider that aspect of the question too. T
have had no time to examine it in detail,

and T hope the Minister of Agriculture _.

and Lands, when speaking on this Bill,
will advise us on the matter and guide us.

This Bill, in its present: form, does nob
take away the right to collect export
duties on the articles affected. Those
who will be liable to the excess profits
tax will pay that tax only, provided the
export duty to which they would be liable
is less than the excess profitsitax,  As we
have accepted the prineiple of an excess
profits tax on trade and other commereial

undertakings, T do not think we should =
exempt agriculture. Tf export duties are
to be levied instead the whole prineiple

underlying war-time taxation will have .

to be reconsidered.

I am inclined to support the Bill i ibs

present form, provided plumbago is also
taxed at the higher rate proposed for the

otEar pr aduets. Considering our finaneial

positior. I do not think that those who

are interested in plumbago should erudge
paying the same rate of tax as those in-
torested in other undertakings. We know
that plumbago can easily bear thig tax.

L .

The only argument adduced in favour of

plumbago is that it is a wasting asset,
and that certain concessions granted to
other industries have not been given to
this industry. If any concessions are, in
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fact, necessary, I do not mind those eon-
‘ gessions being given. But there must be
fair play and justice {o all, and I think
plumbago should be taxed at the higher
rate of 50 per cent. If concessions can
be granted, why should %0t all those who
“gre liable to this tax be’given the benefit
‘of ‘those corcessions?
ke to ask the Financial Secre-
 proposes to tax those making
the black-market.  We know
at there is a black-market,
rabing in it apre reaping large
pe the Finanecial Secretary
ome method of eatching up
5. who will never disclose their
je returns they send.

Mr. Bandaranaike: You
& the black-market and then

3X Tu !

‘My. H. W. Amarasuriya: The honest
man, who obeys the law, is penalized,
and the dishonest man who' operates in
the black-market and others who earn
fortunes by methods that are not straight
get off lightly.

In the case of agriculturists too, the
efficient man is penalized. I would in
fhig connexion commend to the Board of
. Ministers the suggestion made by the
hon. European Nominated Member
(Mz, Parfitt). Those who have replanted
‘gertain portions of their rubber estates
ghould receive some consideration. The
hon. Member has made out a strong case

" for a concession, and 1 would like the
\ Ministers to consider that aspect of the
case sympathetically. It merits the
' sympathetic consideration of the Board
of Ministers. ]
~ In the present circumstanees, 1 would
. support this Bill and would ask hon.
Members, before they vote on this 1 ill,
to consider all the implications of the
proposal to refer back this Bil mnd also
‘the proposal to substitute’ nereased
export duties for the excess Jrofits tax
proposed in this Bill '

The Hon. Mr. J. H. B. Nihill (Legal
Secretary) : Sir, I rise to address the
House, not on the merits or WS¥rierits of
the Bill which is now before us, but to
mention one or two considerations which
have been present in my mind during the
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course of this afternoon., They are, in’
fact, considerations to which the hon,
Member for Galle (Mr. II. W. Amara-
suriya) has, I think, been addressing his
mind during the closing stages of his
speech.

First of all, we have reached a stage
in this debate when the House will have
to face a decision, first of all, in regard
to the motion which is now before it in
the name of the hon. Member for Point
Pedro (Mr. Ponnambalam) and then,
secondly, of course, with regard to the
second reading of the Bill itself. '

With regard to the motion of the hon.
Member, it very properly, in accordance
with Article 57 of the Order in Council,
proposed a reference back to the Board
of Ministers in ordar that the Board
might consider his proposal that this
excess profits duty should be inereased to
a level of 60 per cent. I say, Sir, that
that was, from a procedure point of view,
the proper action for the hon. Member
to take, because, quite clearly, this musg
be a measure to which Articles 57
relates.

I would, however, ask the House to
notice that ther reason why the hon.
Member wants a reference back is
beeause he wants increased taxation.
He considers that a great attempt should
have been made by the Board of Minis-
ters to balance the Budseet from taxation
and that therefore he is not prepared to
approve this measure just now becaise
he thinks it does not meet the finaneial
situation in the way he would like to see
it met. That is a reference back to the
Board of Ministers with a direction, in
other words, that the Board should
address its mind to the question of

. increasing the excess profits duty.

Now, there have been other Members
who have addressed the House during the
course of this rather lengthy debate, who
have also indieated, I think, certainly not
their complete satisfaction with the mea-
sure. In fact, I do not know one single
Member who has spoken who could be

"said to have given this measure his

whole-hearted blessing.

But the reasons given by those other
Members who have addressed the House
have been reasons very different from
thoge which animated the opposition of
the hon. Member for Point Pedro
(Mr. Ponnambalam). Tn fact., many of
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~ them would oppose this measure because

they would prefer to see a reduction in
taxation.

Sir, I put it forward for the considera-
tion of those Members that it would be
entirely illogical' if those Members too
vote for the motion which has been
moyed by the hon. Member for Point
Pedro, because you cannot refer a mea-
sure of this kind back to the Board of
Ministers with a specific direction that
the question of increased taxation should
be considered, when really what you
have in your mind is that the question
of decreased taxation should be con-
sidered, Therefore I do ask those hon.
Members who take the view that either
agricultural produets or plumbago should
not be taxed at all, or if they should be
taxed, the tax should be lower than the
amount stated in this Bill, not to nullity
the position they have taken up by vot-
ing for the motion moved by the hon.
Member for Point Pedro, because if that
motion is passed in the form in which it
has been put to the House, it must, of
course, tie the Board of Ministers down
to considering the measure in the light
of the direction which that motion
contains.

There is one further consideration
which has also been touched upon by
the hon. Member for Galle (Mr. . W.
Amarasuriya) and that is with regard to
any possible consequences which might
ensue 1f the second reading of this mea-
Of course, 1 think
we all knew the kind of consequences
which the hen. Member had in mind.
Ie tactfully did not go into them in any
very great detail, but he left them to the
vivid imagination of Members of this
Tlouse. Well, if we are to forecast con-
sequences, of course the only guidance
hon. Members can get is by studying all
the: relevant Articles of the Order in
Couneil, and, of course, the first Article
to which hon. Members will look must
be Article 89, Now, Article 69 (7) says
that if the Council, with or without
reference to the Board of Ministers for
further comsideration shall reject the
whole of any Annual Appropriation Bill,
the Governor shall dissolve the Council.
That section of that Article has reference

to the Annual Appropriation Bill.

1 am not submitting that the measure
we are considering this afternoon is

.
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the Annual Appropriation Bill. Quite
obviously it ig not. But that is nob the
whole of the Article. There iz a further
Sub-article, which runs as follows :

** The Governor shall also dissolve the Council
if, in his opinion, by reason of the decision of the
Couneil upen any Bill, mofion, resolution, or
vote, to which Article 57 refers, or upon any
motion expressly .directed to test fhe confidence
of the Council in the Board of Ministers, it shall
be apparent that the Board no longer relains the
confidence of the Council.”

Hon. Members will see at onee the dis-
tinetion between those two Sub-articles

In the first Sub-article, where
Annual Appropriation Bill is invels
and if it is killed by a total rejection,
Governor has not got to address his .
to his own opinion. It is so clear a.
obvious that the Board has lost the eon-
fidence of the Council that the Constitu-
tion makes it mandatory on the Governor
to dissolve it. But, with regard to this
second class of measure, that is to say .
the one to which Article 57 applies, as 1
have already indicated my view is that
quite clearly this is a measure which is
covered by the terms of Article 57—I
need not read the whole of that Article—
it is, of course, a measure for the imposi-
tion of a tax, and therefore quite clearly,
without any doubt whatsoever, this is a
measure to which Article 57 applies; and
if that is =0, then the rejection of this
measure on the second reading must bring
it within the ambit of Article 69, Sub-
section (2). _ 7

If we are cobsidering consequences,
then we musl look forward for & moment
and imagine that the House, by its vote
this afternoon, rejects the second read-
ing of this Bill. The position must then
be that the Governor will have to address
his mind to the question and form his
opinion as to whether the rejection of this
measure on the second reading indicates
to him that the Board of Ministers no
longer re “ains the confidence of the Coun-
¢il. Tf 'at is so, and if that is the
opinion which His Excellency forms,
then it wili be incumbent upon him to
dissolve thig. Couneil.

Well, one éannot make forecasts about
gubernatorial opinion, but one can see,
quite clesr'y from the reading of the
Article, the kind of way in which His
Excellency’s mind would have to move.
He would have to ask himself why this
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measure had been rejected by the Coun-
cil; he would have to examine the mea-
sure upon which the whole foundation
of the Budget of the year rested. He
would find that it was a measure which
proposed taxation, involving perhaps mil-
lions of rupees, and he would then have
to conclude that the House was so lack-
idence in the Board of Minis-
y had taken this serious step
ting a measure upon which, as I
hole financial position of the

 hardly think—and I hope the
8 not think—that T have ex-
erated fhe position in any way. This
a8 & most important one; it is
; get but it is a part of the
he sense that it is an appen-
dagesof the Budget, and if it does not
meet with the approval of this House,
then, the whole Budget position must
obviously be thrown into jeopardy. It
that is the position, T do not think that it
is very difficult for any Member of this
House to forecast the kind of opinion
which the Governor would reach if this
House rejects this measure on the second
reading,

That is all that T wish to say, and T
hope the House will appreciate that T
merelyl bring forward these considera-
tions, not in order in any way to intimi-
date the House or to frighten it into
forming a certain view with regard to
voting on the second reading. T have not
done it in that way at all: T have merely
done it because, I think, when one is
going to take a big leap, it is just as well
to have a look ab the jump before vou
take off,

[

, *My. Ponnambalam: Might I ask the
Liegal Secretary a question, My Poputy
Speaker? If this is an appendi%, ‘an it
not be removed painlessly 28 <01
- i

*Mr. Samarakkody: T wo 4 like to
make & few observation' on the

motion for referentce back, 1nd in doing
80 I would like 4o touch upoa the aspeet’

to which the Hom. the Ltgal Secretary
has drawn the attention of the House.

Myr. Deputy Speaker: Has the hon.
Member not already+ spoken on the
amendment ?
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*Mr. Samarakkody: No, Sir; I spoke
before the amendment was moved. Now
I wish to speak on the amendment.

The hon. Member for Point Pedro (Mr.
Ponnambalam) moved the reference back
which is the only method available to him
to give the Board of Ministers a chance
of considering whether his view should be
accepted. Now I would support the re-
ference back for a very different reason.
As far as the coconut industry is eon-
cerned, a certain reduction should be
made with regard to the rate of the tax.

The Hon. Mr. Senanayake: The reduc-
tion ean be made in Committee.

*Mr. Samarakkody: I hope the Hon.
Ministers will not disturb me. They will
have a chance to speak.

The Hon. the Legal Secretary pointed
out that it would be illogieal for these
two points of view to be placed before
the Board of Ministers as they would be
in a difficulty as to which view should
be accepted. The motion is entirely one
for reference back, and the reasons I may
adduce for a reference back may not be
the same reasons as the hon. Member
for Point Pedro has urged. So that even
when there are contradictory suggestions,
it is for the Ministers to consider gll the
suggestions and accept those which they
think are reasonable and upon which they
can take positive and definite ackion:
the rest they can reject; if the majority
of the Members are accommodated in
regard to their views, the other sugges-
tions ean be rejected.

The Member for Point Pedro (Mr, Pon-
nambalam) is the only Member who has
urged that the tax on plumbago should
be increased to 60 per cent. The Board
can reject it altogether, because the
sense of the House is against that view.

My ¢ pporting the reference back is
by uo means illogical. T think we are
quite entitled to do it. Tt is. for the

oard of Ministers to weigh these pro-

gosa-]s and give consideration to those
which they think are acgeptable to them.

The Hon. the Tegal Secretary has
quite frankly given his opinion on the
various sections of the Order in Couneil.

The Hon. Mr. Senanayake: May T
move that the debate be continued till
6 o’clock?
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Question, ** That Emergency Standing
Orders 2 (4) and 2 (5) be suspended to
enable the debate to be continued beyond
5.30 p.M. 7, put, and agreed to.

*Mr, Samarakkody: Sir, the Hon. the
Legal Becretary, as I said, has very
honestly expressed his point of view with
regard to the reading of several sections
of the Order in Council. You will re-
member at least the concluding part of
his observations, namely, that these pro-
posals formed, as it were, part of the
Budget, although strictly speaking they
are not, and if we reject ‘these imporiant
financial” provisions, which he says are
very important, then we would be at the
merey of His Execellency the Governor
who can under that Artlcle dissolve
Couneil,

I would like to point out this fact,
that when the last Appropriation Bill
was introduced in this House, I put a
specific question to the Leader of the
House, because on that occasion there
waa a motion for the reference back of
the Appropriation Bill. I know it is
quite possible to refer the Bill back, but
1 wanted a definite statement from the
Leader of the House as to whether the
taxation proposals, which were somewhat
similar to these, formed an integral part
of the Budget.

T shall now read to you what the Hon.
Leader of the House said :

' Tar Hox. Big D. B. JAVATILARA: .
T want to say one thing before I conclude.
There is a proposal to refer back the Appropria-
tion Bill. I do hope hon. Members will not
accept that motion: it will be an utter mistalke.
The questions that have been raised can be
further discuszed al the Commiltee stage

The questions raised at that stage were
with regard to the excess pmﬁt-, duty
which was coming. A number of I Mem-
bers were prepared to support, he refer-
ence back in order to enable the Roard
of Ministers to go into this queestion of
the excess profits duty. This is what he
went on to say:

“* Bat if vou refer back this Bill, there will be
no going forward. The taxation proposals wil
* enme bhefore this House in the ghape of a Bill.
Hon, Members can then suggest any amendment,

I can assure hon., Members that it would not be
too late to do that.”

Then T inquired :

“ May T inquire from the Hon, Teader of the
Honge whether the taxation proposals form an
integral part of the Budget?
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Tne How. Sz D, B. Javaminaga: The Appro-
priation Ordinance only gives a statement of the
income and expendiluré—really the expendifure
—and when that Bill comes before the Honse—

Mg, BAMARAREODY: It can be rejected ?

Taw Hox. B D. B, Javatiiaga: Of course, 1t
can be rejected. Are you bound by the accept-
ance of this Appropriation Bill te—

Mg, Ratvavae: Where do you und that?
Taep Hon. Bm T), B. JAYATITARA :

tion can be discussed later
stage.

That ques-
in the Commities

Mr. AruwraarE: How can we vote for th~
Budget without knowing from where the mo
i8 coming ?

Tae Hox. S D. B. Javarmara: We '
given an indication of our proposals as reg
taxation. There are some hon. Members
say that taxation ought to be inereased.. Suppe
you accept these figures for the present. Ther.
18 nothing to prevent you from increasing taxation
if you wanf.”

Now, the picture drawn by the Hon.
the Legal Secretary to-day is this. If
by any chance vou refer this Bill back
or reject it, what is the implication?
The Governor would consider this an all-
nmportant proposal, the rejection of which
was tantamount to a vote of mo-com-
fidence in the Ministers which would
justify him in dissolving the Counecil.
That is, I think, an extraordinary step for
any Constitutional Governor to take.

Now, there have been very many indi-
cations given as to why the Ministers
should reconsider their tfaxation pro-
posals, and the reference back will enable
them to do it. TIn addition to these pro-
posals, they might even propose the
levying of an export duty to give effect
to the wishes of the House.

Sir, as far as these four commodities,
tea, rubber, coconut, and plumbago are
coneerned, in the agreement under which®
thesc are purchased by the United King-
dore, ~or ifgelf and for America, it is pro-
vided that, in case there is an export duty
imposed v the local Government, that
export du. 7 should be met by the buyers;
America ai 1 Britain will have to pay by
an inerease in the price of these com-
modities. S» that if there is an export
duty on rubber, the price of rubber under
the agreement will have to be increased
from 71 t‘t‘n‘tf-‘{ o Re. 1.25 per 1b. T will
ask the Hon. I inisters {o contradict what
I sax. If an export duty is imposed on
these commodifies, the revenue of this
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country will | benefit by  over
Rs. 200,000,000, and therse will be no
question of where to find the money to
balance the Budget. .

Now, | say that an export duty is
reasonable, for this reason.

Mr. Dey 1ty Speaker: The hon. Mem-
gberisedealing with the amendment,

r. Samarakkody: I want the refer-
£ of the Bill for the purpose not
pnsidering an inerease or dec-
e tax on plumbago, but also

inging forward fresh taxation pro-
‘als before the House.

Mr. Deputy Speaker: The hon. Mem.-
gerhas nade that point clear.

R
wﬂama&akkm{y: I am not going
to dwell any longer on that point. As

far as an export duby is concerned, I think

it is fair and reasonable to ask for ib,

because the price of Re. 1.25 for a lb. of
rubber is not at all excessive.

The Hon. Minister of Agriculture and
Lands, in elaiming exemption for the
agricultural industries, in opposing the
inclusion of agriculture in the Excess
Profits Duty Bill on the last occasion,
urged that for so many years we had not
been allowed to produce the rubber that
we could have produced. It was 50 per
cent. at first, then 51 per cent., and so
on. I will not stress that point any
further,

With regard to the aspect of this ques-
tion to which the Hon. the Legal Sec-

réfary has drawn attention, T should like
to say this. [The considered view of no
less a person than the Leader of the
dHouse, who brought up the Excess Pro-
“fits Duty Bill along with the Appropri-
atbion [Bill last year, was that we could
amend those proposals and that il wa
rejected them, they would have o bring
fresh taxation proposals by ay of an
export duty. - :

8 For these reasons, those | ho feel that
this measure should be rejieted, should
without any fear of a dissol ition of Coun.
cil, vote for the rejection. 1 do not
think, although T am n) prophet, that
what the Legal Secretary fearad would
happen, because it would be the act of
a madman to act in the way suggested
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by the Hon. the Legal Secretary. I hope
hon. Members will without fear vote
according to their wishes either to reject
the proposals or to support their referenct
back.

*Mr. T. B. Jayah (Nominated Mem-
ber): 1 do not know whether the hon.
Member for Narammals (Mr. Samarak-
kody) was correct when he said that,
whatever the amendment proposed by
the hon. Member for Point Pedro (M.
Ponnambalam), Members were at liberty
to vole for the reference back even if
they do not agree with the hon. Member
for Point Pedro.

The hon. Member for Point Pedro
moved that amendment with a definite
I think he said that he was.
moving the reference back of the Bill for
the purpose of enabling the Board of
Ministers to increase the excess profits
duty. 1 think he made that point per-
tectly clear when he moved the reference
back of the Bill. If that be the case,
and if the House votes for reference baek,
it should be quite clear to the Board of
Ministers that the intention of the ITouse
is that the excess profits duty should be
inereased.

It will therefore be the clear duty of the
Board of Ministers either to raise the
excess profits duty or else to come back
to this House, say that they are not pre-
pared to raise the duty further and defy
the House. If the Board of Ministers
Jefuse to carry out the decision of the
House, and if the House still persists in
ibs attitude that that duty should be in-
creased, then I suppose the Bill would
be rejected. And the rejection of the
Bill would amount to a vote of no-con-
fidence in the Board of Ministers. 1
think the remarks of the Hon. the Legal
Secretary should be interpreted in that
light.

[f the Board of Ministers are asked to
revise centain provisions in the Bill in the
light of the views expressed by this
House, the Board of Ministers would be
in a position to do whatever they like in
order to bring about that desired object.
If they do not want to increase the excess
profits duty, even if they want to reduce
that duty in certain directions indicated
by the House, I think they would be per-
fectly justified if the; introduced certain
other proposals to inerease the revenue.
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As far as the amendment of the hon.
Member for Point Pedro (Mr. Ponnam-
balam) is coneerned, his amendment is
quite definite : it wants the excess profits
duty inereased.

So that hon. Members are left with
one of two alternatives. In faet, hon.
Members will be well advised to support
the motion for reference back if they feel
that an increase inthe excess profits duty
is imps,mtive It the House is opposed
to guch an inerease of duty, hon. Mem-
bers are equﬂﬂv well ]Llﬁ't]ﬁ?d in gupport-
ing the Bill in the form in which it has
. been presented to them. That is my
view of the matter.

I am ecertainly voting for reference
back. If the House votes for reference
back, I have no doubt the Ministers will
carry out the wishes of the House. T
do not think the Ministers are so lost to
o sensk of reality that they will come
back to us and say that in spite of the
wish definitely expressed by this ITouse,
they are not prepared to increase the
excess profits duty. I think such an

attitude on their part would be unpardon-
~able. T do not know why we should
deny ourselves this opportunity of sup-
porting a measure which will go a great
way towards increasing the revenue of
this country.

There is no doubt that there is general
agreement among Members that every
effort should be made to balance the
Budget, that there should be a definite
effort made to meet this unprecedented
expenditure. Tt is no use ignoring the
fact that we want money and that the
money must be found. As money has
to be found to meet expenditure which
ig absolutely inevitable, T think we should
not hesitate to support measures which
are caleulated to help this country to
increase its revenue.

It may be that there are tremendous
difficulties in the way of achieving that
result. 1t may be that those who advo-
cate some sort of differential treatment
in favour of the coconut industry have
very good reasons in support of their pro-
posal. It may also be that those who
advocate differential treatment in favour
of the plumbago industry have equally
good reasons for the eclaim they put
forward. \Iever'th{,less, the majority of
hon. Members are in favour of increasing
thig tax. 1 therefore do not think th&’r
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there should be any hesitation on the
part of the Board of Ministers to carry
out the intention underlying the amend-

ment of the hon. Member for Point
Pedro (Mr. Ponnambalam).

I do not think we should take more
time over this question. The matter is
very simple and it has been very fully
threshed out. There are some in this
House, like the hon. Member for
Colombo North (Mr. G. R .de Bilva), who
are of the' opinion that more money
should be raised by way of income tax.
I do not see the reason why even th’
suggestion should not be acted upo
Let us get as much money as is possit
by way of excess profits duty and a
gef as much money as we can by incres
ing the income tax rate. The hon
Member for Weligama (Mr. Wanigase-
kera) suggests that an export duty should
be levied. Well, that is another prab-
able source of revenue. There are those
different proposals put forward, and it
is for the Board of Ministers to decide
which of those proposals should be acted
upom.

It the House votes for reference back,
the House does it with the definite
object of enabling the Board of Ministers
to increase the excess profits duty.
[Interruption.] 1 do not know whether
the hon. ‘Member for Point Pedro (Mr.
POI]HthIb‘]I‘]!II) hag now changed his
mind. That iz how T understood his
amendment. T think he stands on very
good grounds when he moves that
amendment,

I listened with surprise to the remarks
of the Hon. Minister of Mealth. T real-
ly do not know whether he correctly
interpreted the views expressed by the
hon. Member for Point Pedro. T do not
even know whether the Hon. Minister
realized the full implications of the Bill
for which the Board of Ministers is re-
sponsible.. 1 really do not understand
what mac the Hon. Minister of Iealth
speak in . 1e manver in which he did
speak. He rast cheap sneers at the hon.
Memher for Point Pedro. He indulged
in cheap jibe' simply because the hon.
Member for Point Pedro suggested that
thesexcess prot ts duty should be raised
to 60 per cent. '

The Hon. Mge. G. E. de Silva: To 100

per cent.
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*Mr. Jayah: The Hon. Minister spoke
as if he was opposed to this Bill. In
fact, some hon. Members remarked.

*My. Ponnambalam: Last year he was
opposed o the introduction of excess
profits duty. .

*Mr. Jagah: Some hon. Members
remarked that they detected a sort of
feeling that the Members of the Board
Ministers themselves wert not alto-
‘Wether opposed to the rejection of this
l AL, Some Members were forced to that
‘ pelusion because of the attitude adopt-
! by the Mon. Minister of Health. It
: ced aglif he was absolutely opposed

the levying of any excess profits duty.
hat was, more or less, the sum and
ssubstance of what he said.

Thers is no reason why we should

spech the Board of Ministers. T have

8o doubfi that they are in full possession
of all the facts. They understand the

* imperative needs of the country and they

. have put their proposal before us. If we
~ave not satisfied with their proposal, if
we think that more money is necessary
to meet our expenditure, let us ask them
to increase the excess profits duty or to
place before us some other means of
raiging money.

1 have much pleasure in supporting
the motion for reference back. As T said
ab the commencement of my remarks,
it the House iz not in favour of such a
proposal, 1 am prepared to support the
motion before the House.

*Mr. Samarakkody: T rise to a point
wof order. There arc

*Mr. Ponnambalam: What is the point
of order?

*Mr. Samarakkody : If vou give me the
chance to explain what it is, T ghall let
‘the Touge know it.

- There'is a motion
Under our Standing ers here ean be
only one motion for veferc jce bask. T
have a certain grievance - /th regard to
the proposal put befere /he House and
T want the Board of Mini ters to consider
the representations I have made. If it
is held that, on the motion of the hon.
Member for Point Pedro (Mr. Ponnam-
balam) for reference back, the Board of

< refe eﬁice back.
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Ministers can only consider an increase
in the excess profits duby and nothing
else, my attitude will have to be con-
siderably changed. y

So that my submission to you, Sir, is
that the hon. Member for Point Pedro has
moved the reference back. That is all.
Varioug representations have been made
by wvarious Members. It is for the
Board of Ministers to reject or aceept
those proposgals. I would like to have
vour ruling on the point.

Mr. Deputy Speaker: This is not a
point of order on which the Chair can be
called upon to give a ruling. The mo-
tion is to refer back the Bill for further
consideration. It is for the Board of
Ministers to deecide, on that reference,
what exactly they are to do. Various
proposals have been made: it is for the
Board to consider those proposals:

Dr. de Zoysa: When the Hon. the
Legal Setretary

Myr. Deputy Speaker: Has not the hon.
Member already spoken?

Dr. de Zoysa: I have.
on the amendment.

When the Hon. the Legal Secretary
spoke, I thought that he was actually
trying to intimidate the House. But he
told us that he was not trying to do so.
But T am now beginning to feel that he
was trying to unduly influence us.

I am speaking

When the Ilon, Ministers introduce a
motion and especially tack it on to the
Budget, they must be perfectly sure
that the taxation they propose is accept-
able to the House. Here is a matter
in which some Ministers have an interest.
There is a distinet feeling in the country
that they are tryimg to exempt taxation
on some of the things in which they are
interested. '

The Hon. Myr. Senanayake: In that
cage, I think the hon. Member has to
introduce a siraightforward motion of
censure. Motives have been attributed
to certain Members, and T think the hon.
Member knows sufficient of the pro-
cedure of

Dr. de Zoysa: I am trying to explain
to the House that this is a type of mo-
tion which they ought not to have tacked
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on to the Budget. They ought to have
found out the wishes of the Ilouse
earlier, at least for decency's sake, when
it is publicly proclaimed that the Minis-
ters have interests—-—

*Mpr, Aluwihare : But this is not tacked
on to the Budget. .

Mr, Deputy Speaker: I wish the hon.
Member will not make any reference,
direct or indirect, to that, because so
far ag this Bill ig concerned I think it
affects svery hon. Member of this House,
1 do not think there is a single hon.
Member who is not interested, financial-
Iy or otherwise, in thig Bill. It is a
general interest.

The Hon. Mr. Senanayake: The hon.
Member for Colombo South (Dr. de
Zoysa) is nof.

*Mpr. Aluwihare: I am not affected.

Dyr. de Zoysa: But remarks have been
made in this House in connexion with
this Bill that certain Ministers have in-
terests in plumbago. So if there is re-
lief asked for for that industry, the
Minigters should have, for decency’s
sake, consulted the wighes of the House
earlier instead of tacking this proposal on
to the Dudget, and introduced taxation
or other legislation which is likely to be
acceptable to the House.

My, Deputy Speaker: T would request
the hon. Member not to touch on that
aspect of the matber because it is very
difficult for the hon, Member to exclude
motives in such 4 ecase, and I eannot
allow any hon, Member to even suggest
that the action of any Member is inspired
by the fact that he is interested in a
particular Clause of the Bill.

The Hon. Colonel Kotalawala: May I
request the hon, Member

Dr. de Zoysa: I will take your ruling.

Mpr. Deputy Speaker: I think it’ would
lle het!l}el’.

Dr, de Zoysa: If is the duty of the
Ministers, before they bring in taxation
proposals—if they have any doubt—to

Debates.

' tax entirely.
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sce that & motion ig introduced earlier,
instead of tacking on the revenue to the
Budget proposals—a motion regarding
taxation of which they are doubt-
ful. They could have ascertained the
sense ot the House because the majority
of us say that the excess profits duty
should not be diseriminatory, Suffi-
cient, T think, has been said about that
faet. 1If that is g0, the Board of' Minis-
ters at least should be allowed to recon-
sider thig question as to why we wish
this Bill referred baeck.

The "Hon. Leader of the Hot
admitted that the excess profits fax
not an integral part of the Bud
There is the Hon, Leader’'s own st
ment to that effect in Hawsapp. b
the Hon. the Legal Secretary to say thau
unless we accept the Bill it will mean
the overthrowing of the Budget is not
accurate. Either the Hon. the Legal
Secretary’s statement must be incorreet,
or the position taken up by the Ton.
Leader must be incorrect. Therefore
we are at liberty fo reject this Bill or
to refer it back. To refer back a measure
is a polite way of asking the Board of
Ministers to reconsider their proposals.
IT they are not| ready to do so, then they
must undergo the consequences.

Lot us look at the principle underlying
the Bill. Thiz has been thrust upon us.
Is it fair by the House for the Hon.
Ministers to bring in any taxation and
along with it a threat to this effect:
*“Look here, unless you accept this
measure, we shall have the Comuneil dis-
solved . Tgs it fair, considering the
responsibility which they owe to the
country? [A Mgemeer: Tacties]. I
may be tactics. But I do not know
whether it is to be approved or to be
called good tactics.

Suppose we reject this excess profits
It is for the Ministers im-
mediatel to introduce some other form
of taxatic They have assumed that
whatever 1 rm of taxation they bring up
in the Hous» must necessarily be accept-
able to the House. This is a very
peculiay posit.on to take up; it is agninst
all Constitut'onal principles. There-
fore we have every right entirely to re-
ject the Bill and ask them to find some
other method of taxation, or else to refer
the Bill back so that the Board of Min-
isters may wreconsider the matter. I
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[Dr. de Zoysa. |
therefore think that hon. Members will
not beg either unduly influenced or afraid
of rejecting the Bill or having it referred

back.

Mr. Ponnambalam: Can the question
be puti?
The Hoh. Mr. Senanayake rose.
‘ F ,_‘: A
‘Mr. Deputy Speaker: Would not the
Hen. Minister like to make his speech
“Ssmorrow ?

Debates.
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The Hon. Mr. Senanayake:
prefer to do that.

The debate was adjourned.

Mr., Deputy Speaker: Does the House
agree to adjourn at this stage?

Members: Aye.

1 would

ADJOURNMENT.
Mvr. Deputy Speaker: The House w1ll
adjourn till 10 4. to-morrow.

Adjourned accordingly at 6 .31, until
10 s.m. on Friday, August 14, 1942.
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