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The House met at 10 AnM., MR. DEPUTY

SPEAKER [MR. S. C. SHIRLEY COREA] in the
Chair. :
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(Mr, Lakshman Jayakody—Divula-
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Ordered to be referred to the Public
Petitions Committee.
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(Mr. H. G. A. Kariyawasam—Bentara-
Elpitiya)
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(The Hon. Dr. W. Dahanayake—
Minister of Home Affairs)
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Ordered to be referred to the Public
Petitions Commitiee.

oS DeREed PO
FNLI IOy

SITTING OF THE HOUSE

38, gded ADE G Ow.
(6d&DE)

(8@ orb. L1 giey LIT&ESF  LOT &7 T—
Qm@@?@)

(Mr. M. Abdul Bakeer Markar—Beru-
wala)

There is a matter which I want to
get clarified, Sir. Today being a
Friday will you be suspending the
Sitting at 12 NoonN and resuming at 2
p.M. in keeping with the normal
practice ?

B EB DBNGDNSs
(2 FUTpTUST 9ol &er)

(Mr. Deputy Speaker)

There is no Motion to that effect
before this House, but any hon.
Member who wants to do so may
leave at 12 NooN and come back later.

e ARE 18 .
(@1 yligiey LT&&r wrEari)
(Mr. Abdul Bakeer Markar)

I might bring to your notice, Sir,
that on an earlier occasion also this
matter was taken up and discussed.
and the precedent has been set that
on a Friday the Sitting is suspended
at 12 NooN.

Bewud S 535 SeFDCH
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(Mr. Deputy Speaker)

I am sorry. You should have taken
this matter up first with yonr Chief
Whip. Some arrangement might
have been made if this was discussed
at a party leaders’ meeting. As that
was not done and as we are pressed
for time I am sorry nothing can be
done now.

eReE ARE d Q.

(2@ Ylisme UTSEST ré&smri)

(Mr. Abdul Bakeer Markar)

May I be permitted to submit that

on an earlier occasion even the Hon.
Prime Minister—

BBewidn D8NG

(e FUTHFTLST _ouiser)

(Mr. Deputy Speaker)

I have already made my Order.
Nothing can be done at this stage.
The procedure has been laid down
that matters of this kind should be
brought up at a meeting of the party
leaders. You should have taken this
question up with your Chief Whip
so that, it could have been discussed
at a party leaders’ meeting.

EDEC ARE SHH»E e,

(@ ylise UursSir wrésri)

(Mr. Abdul Bakeer Markar)

But the practice has been that
whatever the hours of sitting are, on
a Friday the Sitting is suspended at
12 NOON.

8. 8. ¢ cwmRen &8VEL» Ow.
(@257 e@d)

(@@ erib. (F- v Qerwer & pleui ser—
B aeurmQsrent_ )

(Mr. M. P. de Zoysa Siriwardena—
Minuwangoda)

Muslim Members of Parliament can
leave the House at 12 NooN and come
back later.

&DeC ARE nd .
(@ Yyl urd@ir wrésmr)
(Mr. Abdul Bakeer Markar)

It is not that; it is' the principle
involved.

s
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(Mr. Deputy Speaker)

If there is a principle involved you
should have taken this question up
with your Chief Whip who would
have brought it up at a party lead-
ers’ meeting, Further, I am given to
understand that there are precedents
both ways. There have been certain
Fridays when we did not adjourn at
12 nooN. So, please accept my Order.
You can keep away when you wish
to do so. And in the future if such
a situation arises, please take it up
with your Chief Whip.

gl s ¥ dw.
(2@ oige Lrs&r wrésri)
(Mr. Abdul Bakeer Markar)

I will raise this matter at Adjourn-
ment time, Sir.

g ndm SEHE
m‘ﬂ@ésa@é@ QU LIeLpe) oTent_sor
OrRAL ANSWERS TO QUESTIONS

CeIMDS emmddnew e VDI
Qs murs GsrsH rro Grasm
GRAMASEVAKAS, DEVINUWARA ELECTORATE

4, oy, 8. SWrhen @w@m. (gHé&D
gb—@d. 68 8 ¢ & Ow—eed
NVE—eDHTO)

(8 Cs. 9. ri@uEs—oarr gL
—8@m. i Co- 88. 1y Guer—0 z6l merr

FTTILITS)

(Mr. K. B. Ratnayake—Anuradhapura
—on behalf of—Mr. R. J. G. de Mel—
Devinuwara)
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asked the Minister of Home Affairs:
(a) Is he aware that the work of
several gramasevakas in the Devinu-
wara Electorate was suddenly stop-
ped after the results of the Devinu-
wara by-election were announced ?
(b) What are the names of these
gramasevakas and what are their
divisions ? (c¢) What are the reasons
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for the sudden stoppage of work of
these gramasevakas ? (d) Can these
reasons be given for each case sepa-
rately ? (e) Is he aware that his
Permanent Secretary has no discipli-
nary powers delegated to him by the
Public Service Commission to order
the stoppage of work of any grama-
sevaka ? (f) Is he aware that these
stoppages of work are unconstitu-
tional and illegal ? (g) What action
will he, therefore, take to reinstate
these gramasevakas whose work has
been stopped unconstitutionally and
illegally ?

aé; qrtncB CHBNGD
(Qazerren s@T/hE SSHTLSS)
(The Hon. Dr. Dahanayake)

(@) Yes. (b) 1. Mr. A. T. Piya-
dasa, Division No. 440—Kottegoda,
2. Mr. W. Jonikkuhewa, Division No.
442—Naotunna, 3. Mr. D. K. Jaya-
wardena, Division No. 456—Uruga-
muwa East, 4. Mr. M. M. Milton, Divi-
sion No. 457—Urugamuwa West. (c)
The reasons briefly stated are :— (1)
Irregular voters’ lists, (2) Irregular
voters’ lists, (3) Transport of illicit
timber, (4) Political activity. (d)
See reply to (¢). (e) Does not arise
as the grama sevakas referred to have
been interdicted by the Government
Agent in terms of Public Service
Commission Rules. (f) No. (g) In-
quiries are proceeding.

0cINDVS emmdwmned o B
QRned’ S

Qs pars OsnsSlle Gpse Blwwnser

TEXTILE CENTRES, DEVINUWARA ELECTORATE

5. oY sncaz Desn.
cdx2Q)
(B T S@) L& E5— 5. tg. Qe eritirs)

(Mr. Ratnayake—on behalf of—Mr. de
Mel)
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wiu e e ? ()  pery  Q@flulii
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asked the Minister of Home Affairs:
(¢) How many textile centres have
been allotted to the Devinuwara
Electorate during the financial year
1966-67 ? (b) What are the names of
the different villages where it was
proposed to site the textile centres ?
(¢) On whose recommendations and
for what reasons were these sites se-
lected ? (d) Have any sites been
changed after the original selection,
and if so, what are the changes ma e,
when were they done, on whose re-
commendations and for what rea-
cons 7 (e) Will the M.P. for the orea
ke consulted before any changes are
made in future ?

od pPaB ok
(Qaorrer serflG sepruss)
(The Hon. Dr. Dahanayake)

(a) Seven. (b) Urugamuwa, Dick-
wella Muslim Street, Bambaranda
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%o 88nd
(South), Wattegama, Kapugama
{West), Baddegammedde, i)amba-

gasara, Dandeniya and Bathiegama
were considered. (c¢) Recommenda-
tions were made by the M.P. the
D.R.O. and finally by the G.A., with
due consideration to the following
factors: (i) villages where no tex-
tile centres existed at the time ; (ii)
areas where the unemployment pro-
blem was most acute ; (iii) the will-
ingness to undertake building cons-
tructions by the rural organizations
and societies; (iv) availability of
Crown land or donated private land
in suitable situations. (d) Out of
the nine villages proposed the most
suitable had to be selected. The fol-

lowing six were selected: (1)
Dandeniya, (2) Dambagasara, (3)
Bathiegama, (4) Wattegama, (5)

Bambarenda (South) and (6) Bad-
degammedde.

In regard to the seventh, the re-
commendation of the Government
Agent that the Dickwella Muslim
Street be selected was accepted. (e)
Yes.

DOMNS MO ©5E 8e®
O =FU)
sedaiens CsneSlle QOnse) mMlaswEssr
WEAVING CENTRES, KEALUTARA ELECTORATE

6. ¢ cBen 8BODEQ Owr. (DBE
9e5DEAB Ow—DODE—e25DD)

(8 8 pPloui gar—g .
FLberl] (& 6N QUIT HET— (61 & 1D P—F T LITE )

(Mr. de Zoysa Siriwardena on behalf

of Mr. Cholmondeley Goonewardene—
Kalutara)

JFdedw Oy GdRecwsy qug
g6 : (q) 19656 ef @dm @vwed

g Oerier

O JITowB cmmNGm
(Qsorrar sarfg) sspruss)
(The Hon Dr. Dahanayake)

(a) 7 centres;
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asked the Minister of Home Affairs:
(a) How many weaving centres have
been sanctioned to be established in
the Kalutara Electorate since March
1965 ? (b) What are the names of the
villages in which they are to be
situated and the names of the organi-
zations that are sponsoring them ?
(¢) Has construction work commenc-
ed in these centres ? (d) If so, what
stage of construction has been reach-
ed in each weaving centre ?

() (1) Uggalboda—Uggalboda Rural Development Society ;
(2) Mahawaskaduwa—Mahawaskaduwa North Jayanthi Rural Development Society ;

(3) Iukwatte—Mahila Society—Ilukwatte ;

(4) Pohoddaramulla—Pohoddaramulla Rural Development Society;

(5) Mawala—Mahila Society—Mawala, ;

(6) Nagoda—Work entrusted to a special committee ;
(7) Moronthuduwa—Moronthuduwa Rural Development Society.

(c) Yes, except the centres at Nagoda and Moranthuduwa.
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(d) Name of Cenire Date of
commencement
of work
(1) Uggalboda March 1966
(2) Mahawaskaduwa April 1966

(3) Hlukwatte
(4) Pohoddaramulla

(6) Mawala .. January 1967

(6) Nagoda
rare pending.
(7) Moronthuduwa
_J considered

[e59dofm0 ¢ISe@)]
[9755Cus oPdsse apeib]

[BY PRIVATE NOTICE]
8@ cene@nc2 Fgwd wmBe
wewn o0 Y WIS

“ 1eGFe GenrsGer@urmhe ¥ ssener Gsemell
ug 5loin

TENDER FOR PURCHASE OF DIESEL
LOCOMOTIVES

¢ et &SVERA® cn.

(D 19 Qndens & pei ger)

(Mr. de Zoysa Siriwardena)

On behalf of the Hon. Leader of the
Opposition I ask the Hon. Minister of
Communications the following Ques-
tion, of which private notice has been
given.

In view of the criticism in Parlia-
ment, editorials in the daily news-
papers and the special interest taken
by the Cabinet in summoning the
General-Manager of Railways over
the diesel locomotives tender, will the
Minister make a statement to this
House on the following :

(1) Whether after the tenders
were closed over a year ago,
revised price bids were called
for by the G. M. R. on the
27th of May 1967 to make a
final selection from ¢ gelected
field of tenderers ?

Bewldm @538 LeHDC®
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Stage of
construction

Work finalised

Roof work comp-
leted

Date in which it 78

proposed to open
the centre

Centre opened on
22. 12. 66

Expected to open in
about a month

December 1966 ..

February 1967 ..

Expected to open in
about 3 months
time

Expected to open in
about 3 months
time

Expected to open in

about 2 months
time

Work completed up
to roop level

Walls completed

Work completed up
to roof level

1 No work has started yet, and discussions
If no satisfactory arrange-
ments can be reached, other sites will be

(2) Whether after the submission
of final revised prices on the
27th of May from tenderers,
the G. M. R. did entertain a
further revised offer from
one of the special tenderers
one week after the closing
date on 22nd May and at-
tempted wunsuccessiully to
have it considered by the
Tender Board ?

(3) Whether it is not correct that
the technical evaluation ulti-
mately submitted to the Ten-
der Board was entirely on
the responsibility of the
G. M. R. and that the earlier
recommendation of the Rail-
way Technical Committee of
five members was rejected ?

(4) Whether the G. M. R. advised
the Tender Board to accept
features which were funda-
mentally contrary to the
specifications in the original
tender document ?

(5) Whether after recommending
the.exclusion of inter-cooled
engines the G. M. R. con-
cealed further the accept-
ance of irregular features
such as locomotives for Class
I with side-rods which were
as much specifically excluded
as inter-ccoled engines ?
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(6) Whether inter-cooled engines
are not extensively used in-
ternationally and whether
their use in Ceylon would not
have constituted a financial
advantage in excess of Rs. 5
million or Rs. 6 million ?

(7) Whether he would urge the
Government to appoint a
Select Committee of the
House to look into the cir-
cumstances connected with
this tender ?

s GThid BN
(Oserres sarfly sepruss)
(The Hon. Dr. Dahanayake)

The Questions will be answered as
soon as possible.

@aHiw Y. DO cueddy (wSwsy
GLul)

(soorflf erer. erib. QUBTTr—wl g wir s
Corien )

(Dr. N. M. Perera—Yatiyantota)

On a point of Order, Sir, when a
Question is asked by Private Notice,
the Minister concerned with the sub-
ject is given notice of such a Ques-
tion and it is his duty to be present
in the House to answer that Question.
That is a courtesy he extends to this
House. This is very unsatisfactory.
I have never known the House being
treated in such a disrespectiul way
by a Minister. It is most unseemly
conduct on the part of the Minister
concerned. I think he cannot treat
this House with such levity. The pro-
cedure of private notice of a Question
is unusual procedure. It is only
followed because of the urgency and
the special circumstances of the case.
Surely, the hon. Leader of the Oppo-
sition is asking that Question.

aé Hhad ez
(Oserrey sorfls sspruss)
(The Hon. Dr. Dahanayake)

The Hon. Minister is not able to be
present because a child of his is
seriously ill and was removed to a
nursing home.

1967 geaddzy 11
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ande uY. 9. euedd
(sarflg erer. ortb. QuGrmrir)
(Dr. N. M. Perera)
That is very unfortunate. This is

a Private Notice Question. If that be
so, then he should have informed this
House in time about his inability to
be here to answer the Question.

@&y il cHBNEGR

(Oserrer sorph Ssprués)

(The Hon. Dr. Dahanayake)

I can give an assurance that this
Question would probably be answer-
ed in the course of the day. You must
excuse the Hon. Minister. He is un-
able to be present here to answer the
Question because of his child’s
sudden illness. ;

Bocrss DSsNGDDNS

(2.1 FLITBTLIS] Sjeul 6T )

(Mr. Deputy Speaker)

If his child is seriously ill, it may
be that he intended coming and he
was held up as a result of his child’s
illness. Will the Hon. Minister of
Home Affairs get in touch with the
Minister concerned and see that the
answer is given in the House at 2 p.M.
today.

DabSy v egOsy,
1967-68
05581 @ wCsrgm, 1967-68
APPROPRIATION Br1rL, 1967-68
DC DD Cc INgw DHDELOW IV IA
8fls Bowow Dedm» €2 0 g6 9 »w
[#E 25].
“ummy englum ¢ ©i@m» 26 Bwdw
@R '—[ad D5 Brnwm].
g e S wWmBYA @DE® CE.

g% 25 oy GsHu @ Bsrer gsLoass
Qupp ersm WBer rblluugpsier &L
UTHSEIC L T,

“ 10Bersr @UOUTS @reTLmd pEp WS
Aevuenns . —[Qserrar aeTelBEmu&ES].

ey Ban@ a6 SwbuiGLmhm L.

Order read for resuming adjourned

Debate on Question—[25th July].

“That the Bill be now read a Second
time ’—[The Hon. Wanninayakel.

Question again proposed.
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(Mr. Abdul Bakeer Markar)

Mr. Deputy-Speaker, I am very
happy to follow the hon. Member
for Bentara-Elpitiya, who repre-
sents an electorate adjoining mine.
He comes from beyond the Bentara
river and I come from this side of
it: there lies the difference between
the two of us. At the moment I do
not propose to contradict anything
that my good Friend said, but in the
course of my criticism of the
speeches made by the hon. Members
of the Opposition he will also find a
good place.

You are aware, Sir, that in 1965
the masses of this country placed
their confidence in the U. N. P. and
its leader and returned the National
Government to power. Placed in
power, we were conscious of the
fact that for nine years the S.L.F.P.
had ruled the country and that, as
a result of bungling, as a result of
following policies that were not in
the best interests of the people of
this country and as a result of some
of those in power making use of
their positions for purposes other
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than the benefit of the people, the
masses had lost confidence in them.
We were also conscious of the fact
that in the course of their nine
years of administration the financial
resources of the country had been
consumed and that we were in a
state of bankruptey ; that external
assets which we had in plenty had
been exhausted as a result of plan-
ning and administering our affairs
without wisdom and foresight.

Conscious as we were of those
facts, as soon as the National
Government came into power, I
remember, the first step the Hon.
Prime Minister took was to create a
Planning Secretariat under his
Ministry. Into that Planning Secre-
tariat he recruited some of the best
brains who were conversant with
the affairs of the country and with
economic trends, and discussed
with them how best we could plan
development work in this country.

Having established that depart-
ment, we remember, the various
Ministries were asked to submit
their plans, which they did ; and we
were then in a position to draw up
a Five-Year Plan. Today, if the
National Government is being
administered properly and if the
various Ministries and departments
are functioning as they should, it is
because we are carrying on accord-
ing to a set plan.

With that background I might
now straightway proceed to show
that in 1965 our Hon. Minister of
Finance presented a Budget in
which, for the first time, money was
provided for development work. We
saw that every attempt was being
made, making adjustments where
necessary, to see that the revenue
we earned either by exporting our
produce or by other means was
utilized for development purposes.
We planned in that way, and the
following year the Appropriation Bill
contained allocations of money for
development work and to improve the
lot of the ordinary man.

This, I think, is the appropriate
occasion for me to read out to you
from the Budget speech of the Hon.
Minister of Finance, where he has
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categorically stated what actually our
plans are and indicated the position
of the finances of this country at the
moment. I do so because I find that
quite a number of speakers from the
Opposition appeared to have lost
sight of that portion of the Finance
Minister’s speech where he gave a
resume of what we had done and
what we were planning for the
future. This is what he stated :

“ Mr. Deputy Speaker, the presentation
of the annual Budget is considered the
appropriate occasion not only to review
the economy in the past year, but also
to appraise the country’s performance of
the current year and to indicate the broad
economic magnitudes and their behaviour
in the forthcoming financial year.....,
This, with a brief survey of the work
being done, and the progress achieved
by the various Ministries of the Govern-
ment, w.ll serve as the background to
my Budget proposals for the next finan-
cial year.”—[OrriciaL REPORT, 25th July
1967.; Vol. 73, e./%.]

The Hon. Minister also points out
in his speech, what happened in the
course of the financial year and what
accounted for the failure to work out
the plans that he had mentioned in
his previous Budget speech. This is
what he says with regard to that :

“Mr. Deputy Speaker, in 1966 this
country had to face a drastic decline of
Rs. 235 million in her export earnings,
as compared with 1965 ; and this decline
has continued into the first half of 1967.
It has been caused largely by a sharp
fall in export prices, and to a lesser
degree by a fall in the volume of exports
of tea and coconut due to adverse weather
conditions. ”’—[OFrFicIAL REPORT, 25th July
1967 ; Vol. 73, c. 8.]

I was prompted to quote this part
of the Hon. Minister’s speech in reply
to the hon. Member for Katugampola
(Mr. Subasinghe) who said that
we depended to a great extent
on foreign aid and that, as a result
of our not getting that foreign
aid or of those countries that pro-
mised us aid not being prepared to
give us that aid in the manner they
promised, our plans failed. In fair-
ness to the hon. Member I must say
that although he went on developing
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his argument in that way and said
that we depend on people on whom
we should not have depended, to-
wards the end of his argument he also
stated the actual fact—that those
countries which had promised us aid,
which were prepared to come to our
assistance in order to rehabilitate our
economy where it was backward,
were themselves placed in difficult
economic situations. I am grateful to
him for coming out with this fact.

Now, I should like to touch on some
of the criticisms made by Members
of the Opposition. The hon. Member
for Kolonnawa (Mr. Ilangaratnej
devoted a good portion of his speech
to criticizing the Government on the
ground that we had not kept the pro-
mises that were made to the public
in our party manifesto. Some of the
other Members too stated that we
were not implementing promises that
we made before the elections.
I might tell those hon. Members
that manifestos are meant to con-
vey to the general public what
exactly we are aiming at, our
ideals, and how best the country
can be administered in keeping with
our policy. Of course, when we
think in terms of the promises made
in the manifesto we must also bear
in mind that there will be, shall I
say, flourishes in manifestos, but
when we get down to the facts and
principles stated therein, it will
be seen, and I am happy to state,
that this Government is carrying out
the policies laid down in the
manifesto.

Of course, in certain matters, our
ideals cannot be reached, Mr. Deputy
Speaker. It is like hitching your
wagon to a star. We might not reach
the star, but we would have gone a
long way in that direction. Mani-
festos are prepared and placed be-
fore the general public. To criticize
the Government for not implement-
ing the policies that are set down in
the manifesto or to say that the pro-
mises in the manifesto have not been
carried out to the letter is a sign of
political immaturity.
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Then, Mr. Deputy Speaker, I was
wondering when I listened to some
of the other Members, whether we
were not repeating the same old
things said in the Budget Debates of
the past. Some of those Members who
spoke and who criticized the Budget
had nothing more to say than what
they had stated earlier either during
the last two Budget Debates or
during the last Debate on the Speech
from the Throne. It has been a ques-
tion of their talking about the rise
in the cost of living, how people are
unable to get their requirements, and
so on. That has been the trend of
their speeches. I wish to point out
that this rise in the cost of living
has been there all along, and in deve-
loping countries you just cannot
tackle it easily particularly in the
context in which we are placed
today.

While on the subject of the cost of
living and increasing prices, I can do
no more than quote the hon. Mem-
ber for Yatiyantota (Dr. N. M.
Perera) when he participated in
the Debate on the Budget {for
1963-64, which Budget was also
referred to, I think, as the “Thum-
pane Budget.” I quote from
Hansarp, Vol. 52, col. 165. Speaking
about the different prices for various
articles, the hon. Member for Yati-
yantota stated as follows:

« An ordinary cup of plain tea was
five cents but is now seven cents. A cup
of milk tea which was 10 cents has gone
up to 15 cents. Plain coffee which was
10 cents a cup has now gone up to 15
cents and milk coffec which was 15 cents
a cup has now gone up to 25 cents. Take
the case of razor blades. Now, is there
any excuse why the price of Dblades
should have gone up ? We are supposed
to be producing blades. In addition to
that they have got three years’ stock of
imported blades. Nevertheless a blade
that we bought for 7 or 10 cents is today
20 cents....”’—

Sir, that was in 1963——

— “and that too if you are lucky to
get it under the counter. Every person
who buys a blade comes away with a
feeling of hatred towards the Govern-
ment for depriving him of an ordinary
amenity that he has to have.
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In every village you go to you will
find Alladin or Petromax lamps. A mantle
for an Alladin lamp which was. Rs. 2.50
is today Rs. 9.50.”— [OFFICIAL REPORT,
30th July 1963 ; Vol. 52, cc. 1062-3.]

Again he goes on to say :

« Mantles for Petromax lamps which
were 45 to 55 cents are today Re. 1.50.
There is no home today in the village
where you do not get a Petromax lamp-
The other variety which was Rs. 2.25 has
gone up to Rs. 4....."—

Further down he states:

“1 have already mentioned bicycle
tyres. A Dbicycle tyre formerly cost
Rs. 4.75. Why is it that the company is
selling a tyre at Rs. 8.75, and these are
tyres which cannot be used for more than
a month. A tube which cost Rs. 1.75 is
now Rs. 4. A worker who cycles to his
place of work every day will have to
change his bicvcle tyres once a month
and pay Rs. 8.75 for a tyre. How is he
going to exist ? A cycle chain used to be
sold at Rs. 3.50 ; now it costs Rs. 7.50 ’—
[OFFiciaL. Report, 30th July 1963 ; Vol
52, ce. 1064-5.]

If we judge by what he has said
during the course of that Debate, I

‘am afraid that the cost of living has

definitely come down today. I think
the hon. Member for Yatiyantota
will admit that fact. Now the
mantles, eycle tyres and tubes, and
blades which were in short supply at
that time have definitely come down
in price. That clearly shows what
action the present Government has
taken to bring down the cost of
living.

Much has been said about our in-
dustrial policy. Most of the Opposi-
tion Members spoke at length and
mentioned that they had started 400
industries when they were in power,
and that after the present Govern-
ment came into office nothing has
been done in the matter of industrial
development. The hon. Member for
Agalawatta (Dr. Colvin R. de Silva)
mentioned that there must be a joint
effort to improve industry and also
agriculture in this country. As re-
gards that matter too I shall quote
to you from the speech of the hon.
Member for Yatiyantota, which he
made after a very good study of the
industrial ventures at that time. He
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mentions what benefits there are
from those industrial ventures to the
country.

This is what the hon. Member for
Yatiyantota said in 1963 :

“May I say a word about the Minister
of Industries ? He talks so much about
the 400 industriai schemes that he has
got. How many Members of this Cabinet
have tried to understand the implica-
tions of this so-called 400 schemes,
schemes not started but intended to be
started? Most of them are really
assembly plants. May I take one or two
of them ? Take your bulbs. The only
thing that you do not import is the
vaccum in that bulb. Everything else in
that bulb is imported. I am sorry the
Hon. Minister of Commerce and Indus-
tries is not here. In point of fact, the
Government is expending more foreign
| exchange on the importation of various
parts for use in these assembly plants
than they would expend on importing
the finished ariicle itself. That is not all.
The bulbs that are produced do not last
a fortnight although the price is double
that paid for the imported article. In
other words, the Government is mulcting
the consumer under the so-called indus-
trial plan and shoddy articles are being
produced. "—[OrriciAL REPORT, 30th July
1963 ; Vol. 52, c. 1060.]

Those are the industries that we
have on our hands today, and the
Hon. Minister of Industries and
Fisheries has to tackcle the problems
connected with them.

Problem number one is the wastage
of foreign exchange on some of these
industries. We cannot forget the fact
that at that time Rs. 185 million in
foreign exchange was expended on
these industries. Of that sum, I think
Rs. 35 million was spent on imports
of machinery and the balance in
obtaining the necessary raw material

from abroad. What was the type of
machinery imported into this country
in the guise of purchasing new
machinery ? They introduced re-con-
ditioned machines. Then, on the
importation of raw material they sent
every possihle cent out of this
country. That was how our external
assets were wasted.
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(Mr. Deputy Speaker)

The hon. Member has been alloted
25 minutes and he has almost ex-
ceeded that time. I would ask the
hon. Member to shorten his speech.

gD NS W Suwn.
(@)L SYiamed Urési orsasri)

(Mr. Abdul Bakeer Markar)

I shall try to shorten it as far as
possible.

The hon. Member for Mulkirigala
(Mr. George Rajapaksa) and the hon.
Member for Kegalla (Mr. Kalugalla)
spoke at length about the policy that
this Government is following and how
the Ministers are administering the
country. They said that the Minis-
ters are not carrying out their tasks
in a manner beneficial to the country.
I wish to contradict that. I say that
you cannot find a better set of Min-
isters than the present one. They
are working as a team for the benefit
of the people of this country. They
are sacrificing their leisure, working
late into the night in their offices.
They are also not neglecting the
constituencies.

I do not want to weary this House
by quoting what the hon. Member
for Yatiyantota had to say about the
policies of the previous Government.
That I leave for the people to decide.
The hon. Member for Kegalla in the

course of his speech yesterday
condemned the  conduct and
immorality of other people. At

least at this stage let me remind
him of this story in the Bible. When
a certain woman was about to be
stoned, probably for some sin she
had committed, and the screaming
crowd was getting ready to fling the
largest possible stones, Christ walked
up and said, “ Let him that is with-
out sin cast the first stone.” That
made the entire crowd disperse
leaving the woman.

So I would ask the hon. Member
for ‘Weealla to consider how he and


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1533
duldm wmn emYPPum, 1967-68

his friends conducted themselves
when they were in power before he
starts throwing stones.

While listening to the hon. Member
for Kegalla and certain other Mem-
bers of the Opposition attacking the
present Government, I was remind-
ed of a little Sinhala verse I had
studied long years ago and which I
think I should repeat here for the
benefit of hon. Members of the
Opposition. This is the verse:

608y 60 Buwd e cuf sy e
O &8 Ve erxvezemm  e®mEd
ens) & ¢BHE gpden ¢» DB
0@y Bo mMQd BB HBw® emnd

This verse, Sir, is expressive of the
attitude of hon. Members of the
Opposition who were attempting to
fling mud at the present Govern-
ment. They do not seem to know
what they are about. They are not
in a position to understand how
they conducted themselves in the
past.

I do not think I need say much
more on that aspect of the matter
but, with your indulgence, Sir, I
should like to have a few more
minutes to reply to the hon. Second
Member for Mutur (Mr. A. L. Abdul
Majeed).

Bewlds DNBNEDDEH
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(Mr. Deputy Speaker)

Please make it very short because
already you have exceeded the time
allotted to you.

@BEC ARE 21E .

(@l oime ursEi wrésmi)

(Mr. Abdul Bakeer Markar)

I know, Sir. I will not take more
than five minutes.

The hon. Second Member for Mutur,
in the course of his speech yesterday,
mentioned various matters in regard
to the Muslim community. He made
the particular allegation that I have
not done anything to help the Mus-
lim community. I would tell the
hon. Member that if anything was
done for the Muslim community
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during the past decade it was done
only after the National Government
came into power. If today the Mus-
lim community has a place in public
bodies, corporations and so on, it has
been given that place after the
National Government came into
power.

I am happy to state that the
Muslim community is represented in
almost every public body. The
Fisheries Corporation Board, the
Lotteries Board, the Board of Review
under the Paddy Lands Act, the Port
Tally and Protective Services Cor-
poration Board, the Sugar Corpora-
tion Board, the Eastern Paper Mills
Corporation Board, the University
Boards of Regents, the Income Tax
Board of Review—in fact, all boards
and public bodies—have representa-
tives of the Muslim community. A
Muslim delegate was even sent to the
United Nations. Now, that is the
manner in which the Muslim com-
munity has been treated by the
National Government.

The hon. Member made the alle-
gation that I had not raised even a
finger to help the Muslim hawkers.
I believe this is the appropriate stage
for me to let the hon. Member know
how much the National Government
has done and what I personally have
done towards improving the lot of
the hawkers. Representations were
made to the Ministries concerned
and the Chairman of the C. W. E.
wanted a scheme to be drawn up by
which hawkers could be issued per-
mits. I prepared a scheme which
was accepted by the C. W. E. That
scheme was also placed before the
Minister of State. “According to that
scheme every genuine hawker has to
be issued a permit. The question
arose as to who should issue the
licence or the permit. We saw the
Minister of Home Affairs, and the
permits are to be issued by the
Government Agents. It was only the
other day that the Minister of Labour
was able to persuade the Minister of
State to see that the scheme is
started immediately. Applications
are being made and before long the
hawkers will be in a position to start
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their trade once again and to earn

their living and maintain their
families.

Another matter, and that is about
the education of Muslim children. It
was stated that as a result of there
being only two media schools,
Sinhala and Tamil, Muslim schools
will be ignored and hereafter there
will be no Muslim schools. I am in
a position to say that this matter was
taken up with the Government, and
the Minister of Education and the
Cabinet have agreed to allow Muslim
schools to remain as they are. Mus-
lim schools will continue to remain
as Muslim schools catering to a
different cultural entity.

I am grateful to you, Mr. Deputy
Speaker, for the extra time you have
given me.

I congratulate the Minister of
Finance on his foresight and his wis-
dom and the manner in which he
has prepared and presented the
Budget to this House.

& on. 11.40

anila LnY. 98. cuedsHh
(sor g erer- er, QuGrrr)
(Dr. N. M. Perera)

Mr. Deputy Speaker, I hope the
Member for Beruwala (Mr. Abdul
Bakeer Markar), now that he has
quoted me so profusely, will remain
in the House until I have finished
my speech. Then, after that, let him
decide for himself whether he should
congratulate the Minister of Finance.

But may I congratulate the Min-
ister of Finance for another reason.
I was getting a little worried earlier
when I did not see him here and I
thought I would have to congratulate
an empty Bench. Now that he is
here may I say that he has performed
a difficult task very cleverly. I did
not envy him when he started his
speech and as he went on making
his speech I saw still less reason to
envv him, because he was making a
heroic effort to do a good job of a
very bad case.
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You will recollect, Sir, that the
customary verve and enthusiasm
with which he presented previous
budgets in this House was absent on
this occasion. There was not even
the peroration ; he ended in a rather
pedestrian sort of way. I do not
blame him, because if you look at
the record I think he felt guilty
about it, and I intend during the
course of my remarks to try and ex-
plain why I think it is time that the
Minister of Finance surrendered and
let the Government be run by
people who can really run this
country.

Now, I intend to be as brief as I
can and I want to avoid as much as
possible what others have already
said.

As in the previous budgets, my
good Friend’s theme song in this
Budget, and the policy of the Govern-
ment, is development. 1In the
1965-66 Budget Speech that is what
he said and he has repeated it this
time also. In fact, if you remember,
when he first introduced his Budget
for 1965-66, there was a tremendous
amount of enthusiasm among the

back-benchers, his followers. They
were shouting themselves hoarse
and cheering lustily : “ Well done,

my good and faithful Minister. ”

This time a good number of Mem-
bers had a lot of nasty things to say
about the Government and the policy
adopted by the Government. My
good Friend, the hon. Parliamentary
Secretary to the Minister of Indus-
tries—I will deal with him presently
—made a very interesting statement
yesterday.

When I was the Minister of
Finance, I advanced policies in order
to meet the situation because I felt,
just as he feels, and as I do now,
that if we do not break the power
and stranglehold of the wvarious
sterling companies in this country
we will never be able to progress.
And that is why I introduced a num-
ber of measures for their control—
{[nterruption.]
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8. cu(0sY Swuliy @wi. (D& H
M S0 efled ©dGel@m'y ecFm@)

(5. 1o
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LG D& ST G )

(Mr. D. Shelten Jayasinghe—Parlia-

mentary Secretary to the M.nister of
Industries and Fisheries)

Gl e p par

GO U)o (1] S5 —G B

You imposed restrictions on local
companies. That is what I objected
to.

@2l €3y, O8. eseds
(serp B erer. erb. QuGram)
(Dr. N. M. Perera)

I have no communal intentions in
this matter. I do not look at it from
the point of view of whether it is
a black man or a white man. I in-
tended to control all those companies
which did wrong. If the local people
do no wrong they need not be con-
trolled. The hon. Parliamentary
Secretary knows that these com-
panies have taken black people into
their directorates. Nevertheless the
same stranglehold remains. Black
people being taken into the director-
ates does not mean that the strangle-
hold has been removed by these
sterling companies. Therefore, do
not discriminate on race or colour
basis. Let wus discriminate on
exploitation basis.

Running through some of the
comments made by Members, I was
surprised, therefore, apart from the
loss of all the old enthusiasm and so
on, to see that they are all full of
frustration. A number of hon. Mem-
bers have declared—I think the
hon. Member for Nawalapitiya (Mr.
Chandra Karunaratne) is one; I do
not blame them—that they {feel
frustrated by these policies which we
on our part have always believed
would end in frustration. I want to
prove by facts and figures how much
this country has gone backward
instead of forward.

You have been talking vaguely and
making various promises and spin-
ning voms. The Hon Minicter nof
Home Affairs is complaining bitterly
that there is not enough yarn. He
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can borrow some from the Hon. Min-
ister of Finance because so much
yarn has been spun in this House in
order to boost up their morale. Let
us get at the truly disappointing and
depressing facts, as shown not by me
but by the Central Bank Report.

Here is an official document with
the imprimatur of the Hon. Minis-
ter of Finance. Let us go into this,
get at the facts and see how far your
performance is satisfactory. Before
I start with this I must repeat what
I have said before. From the Central
Bank we expect a lofty impartiality,
integrity and honesty with regard
to the interpretation of facts;
an impartial statement of our econo-
mic position. It is not the duty of
the Central Bank to be tendentious
in its report. That is what I find
most reprehensible, and I want to
warn that a succeeding Government
will have to take measures in order
to remove a good number of the per-
sonnel in the Central Bank and man
it with people who can be trusted to
be independent and honest, men of
the highest integrity, and not those
who are toeing the line for a parti-
cular Government.

Now, may I give you one or two
cases ? My good Friend, in his Bud-
get Speech, referred to the absence
of strikes:

“During the years 1965 and 1966, the
number of strikes and the number of
man-days lost as a consequence of
strikes have decreased rapidly. According
to provisional figures there were 1490
strikes in 1966 as compared with 230 in
1965 and 304 in 1964 ;”—[OFFICIAL
ReporT, 25th July 1967 ; Vol. 73, c. 11.]

Are these the correct figures ? My
Hon. Friend merely echoed the Cen-
tral Bank. The Central Bank report,
in a sense, can be forsiven, because
it has been prepared at the end of
1966 or about January 1967. But
the Budget Speech of the Hon.
Minister was made in Aucust 1967.
So, why are you not giving us the
full fioures ? What are the fisures ?
ATl that his advicers had to do was
to ask the Commissioner of Labour.
Private parties have the correct
figures, but the Hon. Minister does
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not have the correct figures. May
I give you the correct figures which
you could have got from the Com-
missioner of Labour ? Everybody in
this country knows that some of the
biggest strikes took place /in the
plantation areas in November 1966.
Only the Hon. Minister and his ad-
visers do not know ; and he presents
a Budget in August 1967, ignoring
all those strikes, and comes to vari-
ous conclusions—that is what I am
objecting to—as to performance on
the basis of those figures.

Here are the facts as disclosed by
the “Financial Times ”, taken from
the Labour Commissioner. In 1966
there were 132 strikes involving
138,259 workers, and the loss of man-
days was 4,117,264. Four  million
man-days lost! And what do you
say ? You say that the loss of man-
days was less than in 1965—/[Inter-
ruption]. This is the highest that we
ever had in our whole lifetime. From
1949 up to date this is the highest.
Of course, in 1949 they had a whole
series of strikes on the special de-
mand of Rs. 17.50. In point of fact,
if you go through the Central Bank
Report, you will see that it contra-
dicts its own statement because
somewhere else, in page 128, it re-
fers to the fact that the performance
of tea was bad because of the strikes
that took place. It refers to the fact
that a good deal of the drop in tea
exports was due to the fact that
there were these strikes going on.
I do not ‘want to deal with it at
length. You find that in page 123
of the Central Bank Report for 1966
where it states:

“Tn addition, the strike which super-
vened in the last quarter of 1966 may
have had some effect in slowing down
the volume of exports in the last few
months of 1966.”

It admits on its own that that
was the reason why the tea prices
dropped. But at page 141 of the
same Central Bank Report it states
that the number of man-days lost
during 1966 was the lowest since
1955.

The Hon. Minister of Finance,
with all the host of adwvisers he has
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got, comes before this House and
makes these statements. He must
realize that his Budget Speech goes
to every country in the world. And
he makes such blatant mistakes like
this! What trust can they have in
a Finance Minister who cannot pre-
sent correct figures ? The Labour
Gazette also has the correct figures.
All that I am saying is this. Ther2
were documents available setting out
the correct figures, but are his advi-
sers so ignorant that they do mnot
know these elementary facts? You
are asking us to accept the advice of
your advisers on the basis of which
you have presented your Budget. I
will read chunks from your own
Budget Speech to show you what
kind of Budget you have presented
to us.

I shall refer to one other matter
in order to prove the kind of tenden-
tious statements made in the Central
Bank Report. I do not want to deal
with it at length because that is not
the main purpose of my speech. If
you look up the 1965 Central Bank
Report, you will find they say that
in 1965 the per capita Gross National
Product increased by 1.7 per cent;
but if you read the 1966 report, you
will find they say that in 1965 it in-
creased by 1.8 per cent. One would
think that .1 per cent is a small mat-
ter but when you consider it in
terms of millions of rupees .1 per
cent is a big amount. We must ex-
pect consistency from the Central
Bank. The only interpretation I can
draw is that they are deliberately
cooking up these figures in order to
help the Government, in order to
bolster up a non-existing position for
the benefit of the Government. Other-
wise, are they so stupid as to try fo
make us believe that they were un-
able to check these figures ? In their
own report for 1965 you get one
fisure and quite another in the
report for 1966.

May I ask a question from the Hon.
Minister of Finance ? According to
the Central Bank Report, prices in
1959 were higher than in 1966. They

- have compared the present per ca-

pita position with that of 1959 tak-
ing 1959 as the base year. In 1939,
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at constant prices, the rate of in-
crease was only 1.6 per cent, but at
today’s market prices, that is at cur-
rent prices, they say the increase is
only 1.3 per cent. Unless, therefore,
the 1959 prices were higher than in
1966, this could not be. But every-
body in the country knows, and even
according to their own report, the
1966 prices are higher than those of
1959. So, what is the meaning and
purpose of this kind of statement by
your Central Bank, except that it is
for tendentious purposes? There are a
number of similar things but I do not
want to waste my time referring to
them. To say the least, it is very
disappointing that we should have a
Central Bank that is prepared to
stooge for a particular government.
I do not like and I do not appreciate
this kind of attitude by the Central
Bank.

This type of presentation may be
all right to boost Members like
the hon. Member for Beruwala (Mr.
Abdul Bakeer Markar) who spoke
before me using big phrases to des-
cribe what is being achieved and is
being done and so on. The Hon,
Minister of Finance can bamboozle
party followers in this way, but he
cannot build up the ecor~ny of the
country. If he tries it, ze Govern-
ment will sooner or later w.ave to face
the hard, unrelenting facts.

In 1965, the Hon. Minister of
Finance told us to wait till 1966. “ See
what we are going to do ”, he said. In
1966, he said, wait till 1967 ; 1967 has
come, and now he is asking us to wait
till 1968. In 1968, he will ask us to
wait till 1969. Fortunately this Gov-
ernment cannot carry on beyond 1970.
That is some consolation.

8. 8.

%)8))

BCHCH D V. (Grmeesy

(S £ 9. Qomnsrgar—OsrOarearee)
(Mr. T. B. Ilangaratne—Kolonnawa)

They will go on, they say.
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anla w5y, D8. euedd
(seor 5l & erar. ertb. QuIGTTT)
(Dr. N. M. Perera)

They are building castles in the air.
They are hoping to go on. The Hon.
Minister of State has been talking of
going on for another ten years.

eBECHY Loy ¢

(B@. Capedpper gubean)
(Mr. Shelton Jayasinghe)
It is always good to live in hope.

@meSa ouY. 0. euwedd

(srBl& erar. erib. QuGryr)

(Dr. N. M. Perera)

It is always good to live in hope
even if you have to die in despair.
If hon. Members want me to quote,
I am prepared to quote. I am pre-
pared to quote the Hon. Prime Min-
ister. He said—I quote from HANSARD,
Volume 60, column 1070, “ But that is
not enough.” That was what he said
when, in the course of my speech in
the Debate on the Throne Speech on
the 23rd of April 1965, I pointed to
the fact that there was a 6 per cent
increase in the Gross National Pro-
duct. That was what was achieved by
us in 1964. The Hon. Prime Minister
said that was not enough. What was
meant by implication? That the
United National Party®was going to
give us a higher percentage. I said
on that occasion, “I agree with you
a hundred per cent that that is not
enough.” But let us see what they
have produced.

@S @uY Rebowy
(Qsorren 96156 ST Gd(HAT)
(An hon. Member)

Minus figures.

@ waY. DO, esedsb

(sr & erer. erib. QuGrym)

(Dr. N. M. Perera)

I am coming to the figures. We
judge a government not by its pro-

fessions. My good Friend the Hon.
Minister of Finance had this to say :

“The Government is trying to ensure
that the pace of development will be ade-
quate to provide for a sufficiently rapid
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increase in national income as well as for
rising employment opportunities. It is
with this end in view that provision is
being made for an unprecedented stepping
up of development outlays in 1966-67. ”—
[OFI;;I2CI]AL ReprorT, 29th July 1966 ; Vol. 68,
col. 42.

These are your professions. What
is your performance? Let us see
what your performance is. I shall
start with the first two years. At
page 1 of the Central Bank Report for
1965, this is what is stated :

“In 1965, Ceylon’s economic perfor-
mance, as measured in terms of Gross
National Product showed a decline.”

That is their performance.
“ Whereas in 1964 "—

That is in our year.

—“the Gross National Product at
current factor prices increased by 5.8 per
cent., in 1965 the increase was only 4.0
per cent.”

That is your performance.

“In real terms, that is at constant
(1959) prices, this means an increase in
1965 of only 2.0 per cent, in contrast to
the increase of 4.4 per cent in 1964. When
account is taken of the increase in popu-
lation by 2.4 per cent, the Gross National
Product per capita increased only by 1.7
per cent at current prices; in real terms
it actually fell by 0.4 per cent.”

In real terms it actually fell by
0.4 per cent. It was negative pro-
gress. That was the result of your
one year’s work in 1965. The report

goes on :

“This rather disappointing performance
of the economy in 1965 was, however, due
substantially to factors beyond the coun-
try’s control. Adverse weather conditions
resulted in a drastic fall in the output
of paddy and coconufs by 29.5 per cent
and 10.6 per cent respectively. In fact,
even the modest improvement in Gross
National Product was made possible only
by improved performance in other sectors
of the economy.”

Now about this question of bad

weather : When the hon. Member
for Kolonnawa (Mr. Ilangaratne),
who was then the Minister of

Finance, came and pleaded in this
House that Hurricane “ Flora” had
knocked the bottom out of his budget,
you and I laughed at him. Did we
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not laugh at him, Mr. Minister of
Finance 7—[Interruption]. You and
I said that that was nonsense, that
it had nothing to do with the hurri-
cane, that he was bungling and in-
competent. That was the answer we
gave him.

You must apply the same measure-
ment to your budget and to your
performance.—[Interruption]. You
were prepared at that time to con-
demn him. Are we wrong in adopt-
ing the same yardstick to judge your
performance ? Look at your perfor-
mance last year. This is what the
annual report of the Central Bank of
Ceylon for the year 1966 says—I need
not go beyond it :

“....the Gross National Product per
capita actually declined by 1.0 per cent
at current prices and 0.7 per cent in real
terms.”

That is what I do not understand.
Unless the 1966 prices were higher
than the 1965 prices, it cannot be.
According to current prices, your
performance is that 1 per cent nega-
tive progress has been made. You
have caused a decline by 1 per cent
in the per capita Gross National
Produet.. That is a  big  ‘drop,
Mr. Minister of Finance. Under any
criteria that you can adopt, this is a
drastically unsatisfactory pos'tion so
far as your Government is con-
cerned—the cumulative effect of two
years of bungling on your part.

Before I finish I shall prove to you
the indifference, the callousness and
the lackadaisical methods of vour
departments and your officers. This
is the net result of what has
happened. You are accusing the
Coalition Government, which only
existed for six months, of not per-
forming miracles. During your 2%
vears of office what have you done ?
That is our charge against you. You
have brought the country to the
position of about 1962, or even lower
than that.

The Central Bank report for 1966
goes on fo say:

«“ A drastic decline in exvort earninss
was the most striking feature of the eno-
nomic situation during 1966. Not only
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did export receipts decline sharply from
the level of the previous year, but they
reached the lowest level since 1958.
Largely as a result of the disappointing
periormance of the export sector, econo-
mic growth suffered a set-back in 1966.”

The authors of this report are
unable to write anything else because
the hard facts are there. “Econo-
mic growth suffered a set-back in
1966.” That is the state of affairs.
The report continues :

“The rate of increase in the Gross
National Product recorded in 1966 was less
than that of the previous year. In 1965,
the Gross National Product at current
factor prices increased by 2.9 per cent, but
in 1966 the increase was only 1.3 per cent,
the rate of increase in 1965 being itself
lower than that of 1964. In fact, the rate
of increase of the G. N. P. in 1966 was
the lowest recorded since 1961.

In real terms, i.e., at constant (1959)
prices the increase in the Gross National
Product in 1966 was only 1.6 per cent as
compared with an increase of 4.6 per cent
and 1.8 per cent in 1964 and 1965 res-
pectively. The increase in population in
1966 was 2.3 per cent as compared with
2.4 per cent in 1965.”

There, of course, you have done a
job of work; by your efforts you
have reduced the number of children
born. I think that is partly due to
the good work done by the hon.
Member for Nallur (Dr. Nagana-
than). That is due to the success of
his campaign.

“When account is taken of the increase
in population, the Gross National Product
per capita actually declined by 1.0 per
cent at current prices and 0.7 per cent in
real terms.”

That is your performance! Again,
of course, the cause is adverse
weather. The Central Bank report
says that adverse weather conditions,
labour unrest, and a drastic fall in
the price of tea resulted in the value
of tea exports alone declining by
Rs. 183 million in 1966 as compared
with 1965. You talk so much about
weather conditions, but what is the
guarantee that the weather conditions
are going to be better in 1967 ? So
long as this Government lasts, the
weather is going to be bad.

1967 gewiedzy 11

1546
—eedn 6 Bwd®

o0& . 3. o Brvnem (8¢ §.03)
ape  19- wa‘&raﬂpnwé&——ﬁ,@

(QserTar
IDEFFNT)

(The Hon. U. B. Wanninayake—Min-
ister of Finance)

Every Finance Minister has

referred fo that.

@ii8e 9. 8. cuebd
(ser 5 erer. erb. QuUGTrm)
(Dr. N. M. Perera)

Shall I tell you why ? I have a
good reason for what I am saying.
Now listen. I am reading from the
“Ceylon Observer” of 30th July
1967. It reports:

“ HEavy RAINS THREATEN YALA HARVEST ”

It is a question of bad weather.
Next year also you will come and
say, the weather was bad, so what
can be done ? We shall have to re-
move your Government in order to
improve the weather. We cannot do
anything else. I continue to quote:

“PpPappy Tarcers May Nor BE Hit:
ManNy AcrRes RUINED

Unusually heavy rain in July in certain
paddy growing areas in the Southern Pro-
vince may ruin many thousands of acres
of paddy which have ripened and are
ready for the harvest.”

There you are! So, what? The
figures for the first four months of
1967 showed a Rs. 98 million trade
deficit. In 1966 it was due to bad
weather, and this year also you are
going to have the same position.
“Rs. 98 million trade deficit for the
first four months due to a fall in ex-
port earnings in tea and rubber ”.
This is not only a paper report but
what the Central Bank bulletin pub-
lished in April 1967 says.—[Interrup-
tion]. You mentioned the bad
weather? I am coming to that.
Page 14 of the Central Bank bulletin
gives you the exact position.

cu@0sY ity Desn.

(8. Qapsrppeir guBian)
(Mr. Shelton Jayasinghe)

A startling recovery will be made.
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@lc 2my. 8. euedd
(sor 5 erer. erib. QuGTTm)
(Dr. N. M. Perera)

Let us see what the recovery is
like.

“The cumulative trade position at the
end of the first four months of 1967,
showed a deficit of Rs. 98.0 million, as
against a deficit of Rs. 5.4 million in the
corresponding months of 1966.”

The position in the first four
months has been worse than what it
was last year.

“ While the value of exports declined
by Rs. 29.0 million (to Rs. 565.3 million),
the value of imports increased by Rs. 63.6
million (to Rs. 663.3 million).”

Now let us take tea.

“As compared with the first four
months of 1966, tea production during the
same months of 1967 at 163.6 million
pounds was 19.6 million pounds (or 10.7
per cent) lower.”

You have still about four months
to go before the year ends and you
will come back and say your bad per-
formance was due to the bad
weather, and the Central Bank will
say that the per capita income is
minus one per cent.

S0, where are we ? Is there no
hope for this country ? Answer the
question! The Hon. Minister of
Finance comes before this House
and says, “ What are we to do ? All
this is due to bad weather condi-
tions.” What are we to do when the
people are starving ? What is your
answer to that state of affairs. What
have you as an alternative ? Can
you say, ‘“Bad weather; there is
nothing that can be done”, and be
satisfied ? Are you throwing up
your hands in horror and saying,
“ Nothing can be done ; let us all go
back home”? Is it a satisfactory
position for a Government to take—
to come before the House and say,
“1t is all due to bad weather ” ?

The decline in prices has occurred
not only in tea; rubber and coconut
are also declining in prices. So your
position in 1967 is as bad as your
positi~m in 1965 and 1966. Where are
we then ?
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Of course, my good Friend the
Hon. Prime Minister, has a rosy
picture of things. He is talking in
terms of exporting rice now. He is
not satisfied with this country attain-
ing self-sufficiency. He wants to ex-
port also. I shall deal with that
presently.

I am asking a blunt question of the
Hon. Minister. If the weather is
knocking out your hopes and expec-
tations, what does the future hold
for this country ? Are you not on
an entirely wrong fundamental
basis ?

The Hon. Prime Minister during
the course of the Debate on the
Address of Thanks in 1965 had cer-
tain things to say. I refer to Volume
60 of HansarD at column 1150. He
maintains the policy of the Govern-
ment to be the development of agri-
culture, the major emphasis to be
placed on agriculture. That is the
position taken up by the Hon. Prime
Minister. Then he accuses me of
not being up to date in my econo-
mics. I shall deal with that later.
Then he says :

“....1f economists today are agreed
about one matter with regard to deve-
lopment in under-developed countries it
is that industrial development cannot be
undertaken on a weak agricultural base.
Those were conclusions of economists of
both blocs, Left and Right.”

A little later he says:

“After all, look at the picture of
Ceylon. Where is the surplus in external
assets that you are going to get if you
have to spend your money in importing
the necessary food ? Surely it is by self-
sufficiency, by working towards that goal,
that you can have the exchange to import
the machinery and other items of goods
required for the industrialization of a
country. Surely that industrialization
cannot advance much if the agricultural
population is enjoying a low standard of
living. ”—[OFFIcIAL REPORT, 23rd April
1965 ; Vol. 60, c. 1150.]

From this it would appear that the
Hon. Prime Minister’s thesis is this :
You want an intensified agricultural
development. If you do not do that
there is no hope for the country. A
prosperous peasantry must provide
the market for manufactured goods.

i industrialization is a

3 | g
Otherwise,
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futile exercise. An impoverished
peasantry, according to him, cannot
buy the goods produced by industry.

Now, let us consider that. There
are so many fallacies in it. First of
all, if what the Hon. Prime Minis-
ter says is true, then, the amount of
imported goods we had in this
country must have been negligible,
because, according to him, our
peasantry is impoverished and unable
to buy, and it is not worthwhile
thinking of producing goods in this
country because there is not the
wherewithal to buy.

Then, all that I am asking is this
simple question: how is it that we
imported such a vast amount of

manufactured goods into this country
all this time ? The peasantry was
able to buy. After all, 75 per cent
of the population of this country are
the peasants. Did they not have
sufficient income, sufficient resour-
ces, to buy the millions of imported
manufactured goods we had in this
country ? What happened ? Was
their standard of living so low that
they were unable to buy ?

On the contrary, you and I can
bear witness to the fact that if you
go to any village today you would
find very few houses without a
radio, and that will include the
houses of colonists. If you go
to any village fair you will find
the people much better dressed.
I am not saying that they are pros-
perous. All that I am saying is this.
Our agricultural level at the present
moment is sufficient for us to import
a certain quantum of manufactured
goods. There is a certain amount of
purchasing power today. Let us
have substitute goods for that level.
All that we are asking for is this
but you are not placing emphasis on
it. We can certainly have a market
for the substitute gcods. That is
what the previous Government did.
That is the case you were asking
all along—a case for a considerable
amount of industrialization with the
purchasing power of the present mo-
ment. With the present purchasing
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power of the peasantry, it is suffi-
cient for us to be able to produce
a certain amount of goods in this
country. That is how we started
producing certain goods, may be not
in a big way, but we have our bulbs,
batteries, hairpins, razor blades and
such things. We were meeting at
least a portion of the demand of the
total population of this country.

The Prime Minister has accused
me of having forgotten my econo-
mics and so on. All I can say is this.
I never had that kind of false eco-
nomics. I would have been glad to
forget that kind of false economics.

What is really happening ? Under
the guise of new economics the
Prime Minister has been sold a dum-
my by the economic experts, parti-
cularly from the World Bank. 1 will
prove that to you presently from
the reports of those experts.

Can the Minister of Finance tell
us how many experts, American ex-
perts, there are today walking the
corridors of the various departments?
I do not think we have ever had such
a host of experts as we have now.
Every department is chock-full of
experts.

What has really happened is that
they have bamboozled this Govern-
ment and pushed it into a cul-de-
sac from which the Government
finds it cannot get out. That is the
position to which you are now driven.

This is not a new theory. I have
here with me the “Economic Deve-
lopment of Ceylon.” After his first
Six-Year Plan failed, the Minister of
State when he was Minister of Fi-
nance, got the World Bank to send
a body of experts here to make
a report about the possibility
of drawing up another plan. I do
not want to quote from the report,
but at page 71 the amount of the
total planned budget for five years
is given as Rs. 1,600 million. How
much did they provide for indus-
trialization ? Rs. 75 million in a
total planned budget of Rs. 1,600
million.
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In other words, it has been the
consistent policy of all capitalist
countries to prevent the industrial
development of the underdeveloped
countries, to slow the pace of indus-
trial development, to discourage in-
dustrial development. I know that
also from bitter experience.

We were on the Executive Com-
mittee of Labour, Industry and Com-
merce. Your distinguished relative,
Mr. Claude Corea, was the Minister
of Trade and Commerce. He would
have told you how they put obsta-
cles in our way in regard to the set-
ting up of the cement factory. When
we wanted a tyre factory set up in
this country, how many obstacles
were placed in our way ? From that
time onwards, up to date, this has
been the consistent theme-spng of
all the experts we have got from the
various capitalist countries in the
world. They said that we cannot
undertake industries in this counfry
because we do not have the person-
nel, we do not have the resources,
we do not have the capacity, we do
not have the market ; all sorts of ex-
cuses were given for us not to start
industrialization. My good Friend,
the Hon. Prime Minister, has now
been bamboozled into the same
position.

suEesy ZwiBoxs .

(Bm. Qapsdpper ubman)

(Mr. Shelton Jayasinghe)

What about the expenditure on
industrialization by the S.L.F.P.
Government from 1956 year after
year ?

&adhin Y. DO. euedsd
(sor B & erer. erp. QuCrry)
(Dr. N. M. Perera)

~ Do not be in a hurry. I am com-
ing to it step by step. I am going
ttiv deal with industrial development
also.

It is precisely because we should
not depend entirely, and place so
much emphasis on agriculture which
is so dependent upon the vagaries
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of the weather, that it is necessary
for us to speed on the industrial
development of this counfry as fast
as we can. I agree that both must
go hand in hand. But do not place
too much emphasis on agriculture at
the expense of industrial develop-

ment of the country.

That is the kind of emphasis that
the Hon. Prime Minister has been
placing on agriculture. He asks,
how can an impoverished peasantry
buy industrial goods. What is the
significance of that statement ? What
he means is, let us not bother about
industrialization ; let us try and
raise the standard of living of the
peasant and then we will be able
to think of industrialization. That
is the wrong attitude and the wrong
emphasis.

It is an axiom known to everybody
that if you really want to raise the
standard of living of a country you
must industrialize. That is the basis.
An agricultural couniry must neces-
sarily have a lower standard of liv-
ing than an industrialized country.
It is nothing new. Every under-
developed country is forging ahead
in industry. You go to any of the
African countries : what are they
doing ? They are making a tremen-
dous effort to industrialize because
that is the basis on which you can
find more and more employment and
a higher level of living for all the
people of the country.

The hon. Member for Agalawatta
(Dr. Colvin R. de Silva) yesterday
drew pointed attention to the fact
that in the United States, as a result
of modern machinery and the amount
of technical knowledge, agriculture
absorbs only 9 per cent. of the popu-
lation, feeding not only the whole
of the United States but also the
rest of the world. That is what you
are coming to with the mechaniza-
tion of your agricultural processes,
using the most modern technical
methods. Then the number of people
employed in agriculture will gradu-
ally diminish. You will then have
to find an outlet for them in the
industrial field.
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If we look into the history of Eng-
land, we find that the industrial revo-
lution was made possible by the
Enclosure Act, by driving the people
out of the wvillages into the towns.
That is the basis on which the whole
industrial revolution took place in
England.

Therefore, let us not forget that
you have started on the wrong foot,
and that is the reason why you have
failed in the last two years to make
any significant progress. May I
summarize your record for the last
two years ? In 1965 the gross national
product per capita went down .4 per
cent ; in 1966, in an year’s time it
went down .7 per cent. Per capita
real income went down .4 per cent in
1965, and in 1966, 3.4 per cent. This
is your actual performance during
the last two years.

Terms of trade which increased by
1.2 per cent in 1965 dropped to 13
per cent in 1966. I remember the Hon,
Prime Minister standing here and
trying to pillory the then Hon. Min-
ister of Finance saying, “ What are
you talking ? Look at your adverse
terms of trade. If this is the basis
you will never progress.” That was
the position he took up then. What
has he in say now ? The terms of
trade turned adverse by 13 per cent
the biggest drop ever recorded in
this country——

ceTemIhdw O. 8. 8. oY
(> gg)

(OLrsLim .
poii)

(Dr. E. M. V. Naganathan—Nallur)

Why is that ?

. BT & [BIT & 65—

GTLD.

@minlu 2xY. 98, cuelsb
(serflE erer. ertb. QuCrrm)
(Dr. N. M. Perera)

Never mind! these are the facts.
You ask me, “Why”. I say that is
because of your grumbling, because
of the stupid attitude of the Federal
Party. A
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Gee emTISG BNOBNDBY
(QLrdi_i BraEBTser)
(Dr. Naganathan)
Do not talk nonsence.

@de euY. 08, euedd
(soor Bl G erar. erib. QuUGrar)
(Dr. N. M. Perera)

Listen, listen man! Your export
income increased in 1965 by Rs. 142
million. What happened last year ?
It dropped by Rs. 235 million or 12
per cent.

Export volume index increased 6
points in 1955. In 1966 it dropped 11
points. The export price index
dropped 2 points in 1965 and in 1966
it dropped 5 points. I would not talk
about your imports. What did you
do ? You released the blocked invest-
ments. I blocked investments and
you released them. The hon. Parlia-
mentary Secretary is laughing. What
did he point out yesterday ? They
have taken by way of overdrafts
Rs. 300 million.

The hon. Member for Wattala
(Mr. Shelton Jayasinghe) gave us
yesterday very revealing facts of
the resources of these Sterling Com-
panies. He told us how they are
ruining this country. When they are
given an overdraft of Rs. 300 million
is there any money left for the poor
people of this country ? That is the
position. In the face of this I blocked
investments because the country was
being drained. What did you do ? In
1965 you allowed Rs. 15.4 million and
last year, in 1966, you allowed Rs. 42.1
million of this money to go out of
this country. Are you surprised that
the country is being drained of its
resources ?

The net current account surplus in
1965 was Rs. 59 million. What is the
position today ? In 1966 you had a
deficit of Rs. 305 million in the
current account.

Your Budget deficit in 1965 was
Rs. 665 million. But in 1966 it was
Rs. 795 million. Then your external
assets—you laughed at us then—
dropped to Rs. 317.6 million.
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(Q@ @vE ST GeT)
(Mr. Ilangaratne)
After borrowing.

@2:Eu S5y, DO, euedd
(soor G erer. erb. QUCTIT)
(Dr. N. M. Perera)

After borrowing any amount of
money from the World Bank. I am
coming to your Foreign Aid and so
on.

SBE OB Sy Desn.

(8. Qaprppar gu&iEan)
(Mr. Shelton Jayasinghe)

What about our loan repayments ?

epré.‘a&o sy, 98, auedd
(s@rflG erer. ertb. QuGTrm)
(Dr. N. M. Perera)

No, no, in addition to that. You
have been borrowing enough. Do
not talk about loan repayments.
What have you done ? Take the
total debt. In 1965 you increased the
total debt of this country by Rs. 397.4
million compared to the figure in
1964. In 1966 your increase was
nearly Rs. 1,000 million—Rs. 955.9
million—compared to the figure in
1964. You have increased the public
debt of this country.

The foreign debt increased by
Rs. 77.2 million as against the in-
crease in 1964 and last year it
increased by Rs. 136.7 million.

Then take Treasury Bills. What
do you say about Treasury Bills ? In
1965 you increased your Treasury
Bills by Rs. 60 million and last year
by Rs. 175 million.

¢ oulien KEVERD .

(Bn. 19 QErdsr &pPeiger)
(Mr. de Zoysa Siriwardena)

What have you to say to this ?

Pl 25y, 8. cuedsh
(soor G erer. erb. QuCrrr)
(Dr. N. M. Perera)

Mr. Minister, is this the perform-
ance about which the hon. Member
for Beruwala was talking? It is
great performance! Is this the per-
formance you are proud of'? " Is’this
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the performance on which you are

puilding the future of this country ?
And yet, we are going to export rice

also! Strangely enough, my Hon.
Friend, the Minister of State partici-
pated in this Debate. I have
never seen a performance like

that from him. I read his speech
carefully, and I was a little dumb-
founded. Here is a man, the
champion, the stalwart, the best
fighter that you have in your ranks,
the man who is capable of a reasoned
argument in the whole Front Bench,
who has always been in the forefront
of the fight on behalf of the Govern-
ment. What has happened to him ?

¢ oh&un (ODERD Swn.

(B 9 Qerdsr & peigar)
(Mr. de Zoysa Siriwardena)
He had nothing to say.

iﬁs@uzﬁm 25y, 8. euedd
(soorfG erar. er. QuGTIm)
(Dr. N. M. Perera)

He had nothing to say. He is down
in the mouth. He has given up the
ghost. He thinks it is a hopeless
pbattle. He says, in his speech,
“There is no pleasure without
pain”. Yes, Sir, even when a child
is born there is a lot of pain ; there
is no doubt about that. But in this
particular case, to whom have you
given. the pain ?—[Interruption].
That is the point. You have given
the pain to all the poor people and
pleasure to all the rich people in this
country. That is the difference.

I also asked for austerity, but you
are hardly the people to talk about
austerity. How did you come into
power ? You promised plenty over-
night. That is the basis on which
you came into power. I can read
out to you your own experts’ report
on that. They themselves said,
“This is what you have come into
power on”. These are not my state-
ments ; these are their statements. I
can read these out to you, but there
is not enough time—your own
leaflets that you have published, the
speeches you have made. I have got
all those on record; I have got all
those cuttings ; I have not destroyed
any of them.
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That is the basis on which you
came into power. You promised to
provide full employment, lower
prices, plenty of food,—[Interrup-
tion] the cost of living would be
brought down, no queues, grapes
and apples, and all the rest of it.
That is the basis on which you came
into power, and now my Hon. Friend
is talking about austerity. We are
entitled to talk about austerity. I
have always been talking about aus-
terity, but I always said, austerity
for all—mot pain for the many and
pleasure for a few. Austerity for all,
and then all of us would be prepared
to tighten our belts. That is the
difference between your position and
ours.

I should like to deal with my
Hon. Friend, the Minister of State,
for a moment. He said, “ What is
there wrong in this? There are
other countries like England also par-
ticipating in private companies”.
He has missed the whole trend of
those arguments. What has hap-
pened to him ? What has happened
in England ? They are trying to
break the monopolies of existing
private companies. The State has
gone into the private monopolies,
breaking them. What are you
doing ? You are breaking up the
State power and handing it over to
private monopolies. That is what
you are doing. You are doing pre-
cisely the reverse. What has the
Hon. Minister done with the CW.E. ?
He is handing that over to private
companies under the guise of a 51 per
cent—49 per cent. capital participa-
tion. Who are the people who are
going to be at the head of the tex-
tile section of the CW.E.? N. U.
Jayawardane, Sellamuttus, and all
the people who are importing
textiles.

The Hon. Minister has made a
most amazing statement in his
speech. This is what he says at
column 210, Volume 73, HANSARD of
2nd August 1967 :

e this idea of marriage between
the private sector and the public sector
is something which even the Labour
Government in England has been trying
out recently.”
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May I assure him that the Labour
Government in England is not a
socialist government. Please do not
be under the misapprehension that
the Labour Government is a socialist
government—far from it. He is
barking up the wrong tree. He has
misunderstood the whole thing. He
says all these companies have been
partly taken over. Of course, it is
true that they are trying to break
some of the monopolies, instead of
which what you are trying to do
here is to hand over what we have
to private companies to make the
profits. All the best paying rest-
houses have been handed over to
private companies. There too, you
have been very badly misinformed
with regard to rates in Yugoslavian
hotels. I was in Yugoslavia only a
few weeks back. What you have
said is far from the truth. The
hotels there including, Inter-Con-
tinental, are self-managed units. It
is true that they have invited
foreign capital but self-manage-
ment, which is the basis of the
socialist structure, continues not-
withstanding the participation of
foreign capital.

I saw the statement that the Hon.
Prime Minister has made. It is a
very significant statement, an
astounding statement for the Prime
Minister of a country to make. It
is at column 1001 of Hansarp of
19th July 1967:

“Then we come to chillies. I do not
say we have reached self-sufficiency in
chillies, but to give an idea of the pro-
gress made I wish to remind the House—
hon. Members are aware of it—that there
is a small ration at a lower price and free
availability at a higher price. That is
there, but both are not moving.”—
[OFF(I)CL_?L Report, 19th July 1967 ; Vol. 72,
c. 1001

What does the Hon. Prime Minister
mean by that statement ? He means
that for the poor people you have a
ration but that those who can afford,
that is the rich and middle-class
people, can have plenty. In a
moment I shall give you the figures I
have got. A poor person has to
satisfy himself with 11 ounces of
chillies but the rich man can have
any amount of chillies, any amount



http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1559
Su8slm sms’ ed®um, 1967-68

[go&nde 2P, O8. cze8&]

of coriander, but the poor man must
go without it. Is this the policy of
a Government? You talk about,
“ No pleasure without pain” but is
this the attitude to be adopted by a
Government ? We are dealing with
millions of poor people of this coun-
try. It took my breath away when
I heard the Hon. Prime Minister
making that statement quite
blatantly and openly. In effect,
what he said amounts to this, “ We
are only concerned with the welfare
of the rich ; we are providing only
for the welfare of the rich.” That
is the position.

As against that, my good Friend
will turn round and say, “ Well,
things are not all that bad. We have
produced 46 million bushels of
paldy last year.” We are judging
you by your results. You have
produced 46 million bushels of
paddy, but still it is well below the
1964 figures. Mind you in order to
achieve your 46 million bushels, how
much money did you spend on
propaganda, on the school children
parading at Independence Square,
weeding programmes, and so on ?
But in 1964 we produced 50-odd
million bushels of paddy. So, what
is this great performance of yours ?
A good deal of window-dressing you
are capable of doing ! That is why
in point of fact the Central Bank
was constrained, much against its
will, to say this at page 3 of the
report:

“The general picture that emerges from
the above analysis is one of inadequate
growth. The increase in Gross National
Product in real terms was inadequate both
in 1965 and in 1966 and could not even
keep pace with the increase in population,
despite a decline in the rate of increase
of population. It is significant that the
factors which contributed to the poor per-
formance in 1965 were largely the fall in
production of coconut and paddy. In 1966
while paddy production did not recover
to the level reached in 1964, tea and
coconut production were lower than in
1965. These are all factors whose ill-
effects on production could, to some

extent, have been offset by greater
national efforts.”

That is the final verdict given by
the Central Bank. And what does
it mean? That the efforts put
forward by your Governmentdwere
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inadequate for the growth of the
economy of this country—not
ajverse weather conditions and so
on. These are just excuses put
forward by you. The real fact is
that you have failed to co-ordinate
your efforts in all the departments,
that you have failed to initiate the
real drive in any one field of your
enterprises, that you have not pro-
duced enough raw materials for
your industrial goods, that you have
not got your officers working to the
fullest capacity. All these have
been responsible for the inadequate
growth of the economy apart from
the blunders that are going on in the
various sectors.

Let me look at the industrial
sector for a moment. What is your
record ? The value of industrial

production rose from Rs. 847 million
in 1965 to Rs. 850.3 million in 1966,
an increase of 0.39 per cent. Is this
a significant record to boast about ?

Look at page 42 of the Central
Bank report. Your best performance
in the industrial field was in the
seeni-bola industries which you
condemned. May I say this in regard
to that ? Even the hon. Parliamen-
tary Secretary to the Minister of
Local Government seems to have
misunderstood what I said about
these industries. I did not say that
the S. L. F. P. Government pro-
duced only seeni-bola industries.
That is not what I said. I said that
there was a lack of co-ordination, a
lack of order, a lack of planning in
industrialization. I said all that for
very good reasons. In 1964, I said
that the time had come for us to
reorganize the whole business. Some
hon. Members opposite remind ' us
of our past history. Let us go back
to their own history. For most of
them,_ history started only in 1956.
No, Sir, the history of Ceylon started
in 1947. Let them judse their own
performance from 1947 to 1956.
Why do they ignore their own
performance from 1947 to 1956 2

You gave all the possible subsidies,
all the possible encouragement, tax
concessions and so on from 1947 to
1956, but there was no industrializa-
tion. Thanks to the efforts of the
thenndMinisters of the S, L.F. P.
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Government, industrialization was
stimulated. Maybe there were other
favourable considerations, maybe
there was haphazard development,
but there was development.

In 1964, I said there was lop-
sided development and I said that
that was the time for us, now that
we had stimulated industrialization
to some extent, to start on reorgani-
zation of our whole industrial effort.
That is what I said. But what have
you done for 2% years ? You have
not made any change.

The Central Bank report at page
42, says:

“In 1966, 86 firms in the category
Mlscellaneoqs food preparations furnished
data as against 96 in the previous year.
Ou put increased from Rs. 109.2 million
to Rs. 134.5 million.
+The best performance of all your
industries is from your biscuits, your
ch_ocolates, and your sugar confection-
aries. So, in point of fact you have
not succeeded in breaking that. In
fact, I charge the Hon. Minister of
Industries with having actually en-
couraged confectionary wunits not-
withstanding the fact that we are
overloaded with regard to confec-
tionaries.

The fact is the performance in the
industrial field is most uneven. Some
of the industries have gone down,
and some are just being maintained.
They are all complaining very
bitterly. Some are languishing be-
cause adequate raw materials have
not been forthcoming. Some have
even shut down completely because
they have not been able to get the
necessary raw materials. The Gov-
ernment is only now releasing the
import quotas for the purpose.

Now, my good Friend, the Hon.
Minister of Finance, failed to place
before this House all these facts. He
has given the gross national pro-
duct, the deductions and the rest of
it.

&L TBHY DN

(Qaerres euesrest] priises)

(The Hon. Wanninayake)

Everything -is in the
Speech.

Budget
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@pedu VY. D8, ewedd
(sor @ erer. erw. GCirm)
(Dr. N. M. Perera)

You have mentioned it because you
have taken chunks from the Central
Bank report but you have not placed
the necessary emphasis and worked
out the reasons for it, and you have
also not worked out the necessary
alternatives. That is my complaint.
But you made much of the fact that
the domestic capital formation was
increased by 8.4 per cent. Is that
correct ? Let us analyze that to see
how far that is true. The figures are
as follows : I do not want to read all
the figures and waste the time of the
House but I shall give the salient
facts. In 1965, your capital formation
was Rs. 606.8 million the lowest since
1959. That is your performance for
1965. The total was Rs. 1,008 million
including government and public.
In 1966, your capital formation was
Rs. 742.3 million, which is still lower
than the 1959 figure which was
Rs. 780.6 million, but higher than any
other year. That is for both private
sector and corporations. But so far
as the government and public enter-
prises are concerned, the gross
domestic capital formation of
Rs. 351.2 million for 1966 was lower
than the figure for 1965 and the figure
for the years 1961, 1962 and 1963. So
you have not made any significant
improvement in your capital forma-
tion. If you take the totals together,
you will find that in 1959 the total
capital formation was Rs. 1094.5
million ; in 1966 it was Rs. 1093.5
million. In 1961 it was Rs. 1091.9
million, only Rs. 2 million short of
your figure in 1966. In 1963 it was
Rs. 1089.2 million, only about Rs. 5
million short of your so-called high-
est capital formation.

Merely saying “ capital formation ”
will not do. You must break it down.
You will find the breakdown in
Table IT (A) 7 of the Central Bank
Report. The major increase of capital
formation is in transport. You
bought any amount of jeeps, any
amount of tractors and so on. There
is no doubt that all the people who
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got them are enjoing them. They
attend weddings in these jeeps, take
children to school and even use them
for hunting trips and things like that.
Compared with 1964 there is a capital
increase of Rs. 48 million in the form
of transport. I believe this includes
the cars that have been purchased
for the National Lottery also. Is that
correct, Mr. Minister of Finance ? If
I am wrong I hope you will correct
me. If all this is to be treated as
capital formation, I must say, you
and I have different concepts about
capital formation. Then another
Rs. 33.6 million represents accumu-
lation of stock. That is hardly capital
formation. “ Accumulation of stock”
means what ? Things like sugar, rice,
flour, tea not disposed of and so on.
The details are given at page 27 of the
Central Bank Report. Tea, rubber,
coconut oil, livestock are also accu-
mulated stock. That is stock which
is supposed to increase your capital
formation! Therefore it is no use
just giving bald figures. The Hon.
Minister of Finance must not just
take the figures given by the Central
Bank ; he must analyse them and see
the actual facts. Instead he is decei-
ving himself and the country, going
on a false basis.

If the Hon. Minister could really
prove to this country that domestic
capital formation had increased by
8.4 per cent, then that would be a
substantial achievement. I can un-
derstand if there has been a real in-
crease of investment goods, actual
capital that is required for industrial
development or agricultural develop-
ment. You must compare that with
the actual consumption increase.
Apart from the fact that transport
is included in this, and apart from
the fact that accumulated stock is
part of the so-called increase, it is
unfortunate that the Central Bank
has not given us the break-up of
capital formation in the Government
and public sector. That is a little
surprising because that information
is readily available to the Central
Bank through the government
departments. The only available in-
formation is in respect of 1965 when

Bewldn @55 O

1564

—ecd® 96 Bwdd

he talks about a stock increase of
Rs. 22 million which comprises rice,
flour and sugar—an increase of
37 per cent. Therefore, from that
point of view one is hardly justified
in talking about it.

That is not all. On your own
admission, Mr. Minister—see page 158
of the Central Bank Report—the
average price of imported investment
goods had gone up by 40 per cent.
Therfeore, when the Hon. Minister
talks in terms of increased capital
formation, he must bring it down to
constant prices by reducing 40 per
cent of the value of it. Then you
get the correct figure. In point of
fact, far from increasing it by 8.4
per cent vou have not reached the
level of even last year or 1964.

eEC ey LwBory S
(8. Qapedpmer spuw e )
(Mr. Shelton Jayasinghe)
International prices.

oHda Y. D®. euedd
(soor 5 erer. erwd. QuGrrm)
(Dr. N. M. Perera)

May be true.

So you cannot talk in terms of in-
creasing your domestic capital for-
mation on an inflated value. That
is what I say. The Hon. Minister
must prove to us that the consump-
tion, both of government and the
private sector, has come down. Then
we can be satisfied to some extent.
But, on the contrary, what are the
figures from 1959 ? There has been
a steady rise in the figures. Last .
year it was the highest with a con-
sumption figure of 6,147.9, the private _
and public sector 1,158. The details,
if you want, are set out at page 155
of the Central Bank report and I do
not want to weary the House by
quoting those figures.

Imported consumer goods percent-
age-wise was lowest in 1963 at 52.4.
1965 was the next lowest with 52.8.
In 1966 it was 57.2, slightly higher.
In 1960 and 1964, it was 61.9 and 63.9
respectively.
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In the matter of intermediate
goods, in 1965 it was the highest at
28.1 per cent ; 1966 23.2 per cent, on
the low side; 1962 and 1963 it was
24.6 and 25 per cent respectively.

Investment goods both in 1965 and
1966 at 17.7 per cent and 17.8 per
cent respectively were lower than in
other years, excepting 1964 when it
was 15.4 per cent.

Therefore, Mr. Minister, if you look
at the figures from the point of view
of capital information, your achieve-
ment is not very convincing. So
much for your capital formation.

What is your next claim? You
say that you have stabilized prices.
You say that the absence of inflation-
ary pressures in the economy and the
improved supply position led to a
slight decline in the Colombo Con-
sumer Price Index in 1966. I do not
know whether it is a misprint. You
have no right to use the wozds
“ price index”. The cost of living
index is not a price index. There is
a big difference. I think the Hon.
Minister is confusing these two
things. The cost of living index is
not an index of the prices in the
country. I do not need to explain
how the cost of living index is
worked out. It is something quite
different from the price index. Here
you give weightage to particular
articles consumed by a family ; you
take a sample family and find out the
articles consumed—rice so much,
flour so much—and on that basis of
prices of commodities you work out
the cost of living index. It has
nothing to do with the consumers’
price index. So do not confuse the
two things, because it is hardly in
keeping with the position of a Min-
ister of Finance to make blunders
like that. I can only say that the
Hon. Minister has been given bad
advice.

In point of fact the Central Bank
Report for 1966 has this to say at page
4:

¢«  Prices as measured by the Colombo

Consumers’ Price Index recorded a slight
fall from 112.5 in 1965 to 112.3 in 1966.”

3B 6050 (67/8)
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Then at page 135 it says in regard
to prices :

“ The analysis of the movement of con~
sumer prices during the year 1966 is
largely based on the Consumer Price In-
dex published by the Department of
Census and Statistics. In the last year’s
report two drawbacks in the use of the
index for this purpose were discussed,
namely,

(a) the index designed to measure the
changes in the cost of living of the work-
ing class families in the city is used to
analyse the overall price changes;

(b) no revision of the weights used in
the index has been made for the last six-
teen years, although the consumption
pattern of the sector covered by the index
coud have changed during the period. ”

So, for two valid reasons it rejects
the consumers’ price index as the
basis of prices.

1 read further:

« Another factor which tends to make
the index unreliable arises from the fre-
quent changes in the relative importance
of open and controlled markets caused by
the fAluctuations in the supply of a com-
modity. ”

For various reasons you cannot use
the consumers’ price index. And the
Hon. Minister talks about stabilizing
prices and stabilizing the economy on
the basis of the consumers’ price in-
dex. That means that the Hon. Mi-
nister is not being fair by this House.
He is not telling us the full facts.

In point of fact, when the Hon.
Minister was campaigning against the
SLFP. Government and also the
Coalition Government, various leai-
lets were put out calling the index
a humbug. I have read some of them
in this House ; his own statements.

The Hon. Minister is taking credit
saying that he has actually succeeded.
This is what you said in the Throne
Speech :

“«The absence of inflationary pressure
in the economy and the improved supply
position led to a slight decline in the
Colombo Consumer Price Index in 1966.”
—[OFFSI(;JIAL ReporT, 25th July 1967 ; Vol
73, ¢ ©.
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That is at column 8. At column 22
you say this :

“In the first half of 1967, the cost of
living index increased from 112.6 to 114.6
%[OF%C?L ReporT, 25th July 1967 ; Vol.

3G 22

So, you cannot talk in terms of
stabilizing the economy if within a
matter of months the index has shot
up by 2.6? Whom are you trying
to deceive ? That is what I should
like to know. You must be honest
with the country and tell us the truth.,
You cannot talk in terms of stabliliza-
tion if within a matter of months the
index shoots up.

Cﬂé& @5}“@@6@@@0
(Qaorres oys s soui G (eI )
(An hon. Member)

They are deceiving the World
Bank.

@nle 5. 98, cuels
(sorflf erer. erb. QuBran)
(Dr. N. M. Perera)

They are not. The World Bank has
come out with some amazing state-
ments.

That is not all. The Hon. Minister
knows, in point of fact, how the con-
sumers’ index is prepared. There is
an old report on the preparation of
the index. The Hon. Minister can
read it. I do not want to weary the
House by reading it. The basis was
2 measures at 25 cents a measure.
Now what has happened ? They have
cut off one measure entirely in com-
puting the cost of living index and
taken only the free measure. Is that
the correct way of computing the
cost of living index ? Earlier the
weightage was on the basis of 2
measures. You must stick by thas
at least and include the market price
of a measure of rice today. Then you
will get a fairer picture.

Officials tell me that if you in-
clude the second measure at the mar-
ket price in computing the cost of
living index, the figure will be 124.6,
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What is more, you have included
the rationed amount of coriander,
13 ounces, and the rationed amount
of dried chillies, 3 ounces, in the
computation of the cost of living in-
dex. But it was not computed ori-
ginally on that basis. So the whole
living index is lop-sided, amd the
Hon. Minister of Finance comes here
and tells the House, “We have
stabilized prices.”

On the contrary, I will tell you the
present position of the prices of
some of these commodities.

Massoor dhal—the ration is 3
ounces per book, it is Rs. 1.04 a mea-
sure, the controlled price. Obvio-
usly no person can be satisfied with
3 ounces of dhal. For the poor
people in this country who cannot
afford to buy meat, dhal is one of
the few vegetables that provides
them with protein. The learned doc-
tor on the other side will correct
me if I am wrong. Dhal is a very
necessary item in their diet. They
cannot afford to buy meat and they
fall back on dhal in large quanti-
ties. In the open market it is
Rs. 240 a measure. Plenty of dhal
is available in the black market. I
ask this Government: What is pre-
venting you from increasing the ra-
tion of dhal to the poor man ? Why
do you not do that? At least see
that they can buy any amount of
dhal at the controlled price. You
say you cannot provide rice because
there is a world shortage of rice,
but there is no world shortage of
dhal.—[Interruption]. There is now,
at the present moment, a shortage
because of the Suez Canal affair, not
for any other reason.

Coriander—the ration is 13 ounces
per person. The poor man uses
coriander for every conceivable
illness. Sometimes it is even an
article of diet. When the mother
goes to the field she leaves a pot
of coriander for the child. That is
the feed where they do not have
sufficient milk. It may not be the
most desirable or ideal thing, but
that is what is happening in the
village today. And what are you
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doins ? You are providing a ration
of 13 ounces per person. Any amount
of it is available in the open market
at Rs. 2.50 per pound. And you tallk
about stabilizing prices! How can
a Minister come to this House and
talk in these terms without know-
ing what is happening in the
country ?

Dried chillies—the rationed quan-
tity is 3 ounces. It is available at
the controlled rate of Re. 1.65 from
the co-operative. But over and
above this you can buy chillies at
Rs. 3.18 a pound. At the present
moment the price ranges from
Rs. 325 to Rs. 350 a pound. The
private trader has been given chil-
lies to sell on the condition that he
does not sell at less than Rs. 3.25
a pound. That is a condition of sale.

Green gram—the rationed amount
is 3 ounces per head to be bought
at the co-operative at 88 cents.

e oG KSDIND V.

('@(_{5. 9. QeErdiFEr & e e )
(Mr. de Zoysa Siriwardena)

Not enough even to feed a pigeon.

@si8w 5Y. 98, ouedd
(soor 5 erer. arh. QUCTIT)
(Dr. N. M. Perera)

You can buy at the open market
at Re. 1.60 a pound. Somebody
counted the number of grains in
3 ounces and found that there were
165. You ask the people to eat green
gram and give them only 165 grains.
Are you not ashamed of yourselves ?

Garlic is available at the co-
operative at Re. 1.80, but only a very
limited quantity is given. In the
open market it is Rs. 3.25.

These are figures which I have
checked up during the last few days
in order to prepare myself for this
Debate. Even at the Jatika Pola
chillies were selling at Rs. 2.75 to
Rs. 3.25 per pound. The Government
says it has controlled the price of
dried fish. The dried fish coming out
of the Welisara stores is only fit for
manure or fertiliser and unfit
for human consumption. Aden
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sprats selling at Rs. 95 per hundred-
weight contains sometimes 50 1bs. of
sand. Actually, traders have said
that they really pay Rs. 95 for 40 to
45 1bs. of Aden sprats. These sell af
Rs. 250 to Rs. 2.75 per lb. Thora
karavala is sold at Rs. 250 per
hundredweight and to the trader it
is sold at a little less. The controlled
price to the co-operative store 1is
Re. 1.30 per pound and Re. 1.45 for
the trader. This is not available
today except at a price ranging from
Rs. 950 to Rs. 3.50 at various private
stalls. Why does the department
give the dried fish to a few whole-
sale traders ? All the retailers have
to buy from them. Why cannot they
buy from the C.WE..? Why are
they at the mercy of the private
wholesaler ?

Bombay onion is not available in
the market. The price ranges from
40 cents to 55 cents per pound.
Following a police raid you might get
some Bombay onions. Potatoes are
sold at Re. 1.10 per pound. No
wonder people are talking about
making a profit of Rs. 10,000. During
our time we bought potatoes at
6 cents per pound.

Nespray is not available. From
time to time when there is a sudden
spurt some shops get 25 to 30 tins.
Then a queue is formed, they sell
those few tins and the next moment
there is no Nespray available. Buf
in the open market it is sometimes
sold at Rs. 4 for a one-pound tin.
The butchers are holding the country
to ransom and charging fancy prices.
And the Hon. Minister comes here
and talks about stabilizing prices.

Sometime back, one of the cheap-
est items of food so far as the poor
man was concerned was Plaza tinned
fish. It is not available now even at
the C.W.E. At one time any amounf{
was available. Mr. Minister, when
you talk of stabilizing prices it be-
comes a joke so far as we are con-
cerned, people who know what is
happening.

Sir, I would not have dwelt on this
question for such a long time but for
the fact that the Hon. Minister draws
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a peculiar conclusion from this. He
says, “ This contraction in the money
supply ... while reducing the pres-
sure on domestic prices, tended to
mop up any excess purchasing
power latent in the economy.” You
see, Sir, he starts by imagining that
there has been a reduction in prices
and then he tries and fits in a new
theory that there is a contraction in
the money supply and therefore
these prices have come down because
of this contraction, and the latent
purchasing power in the hands of the
people have been kept away.

Now, Mr. Minister, I want to
prove to you that it is so much non-
sense that you have been talking.
Let us look at this matter a little
carefully. First of all, the Hon. Min-
ister has taken statements from the
Central Bank Report. and merely
used them.

What is money supply ? Nothing
is very clear. According to the
Central Bank money supply means
the actual currency in the hands of
the public plus the demand deposits
in the banks in favour of wvarious
people. It is a combine. Their own
report gives that. If you look at the
report, you find in Appendix I1,
Statistical Table some details. The
heading is “ Money Supply ”. Tabhle
I sets out the money supply under
the following headings :

Currency Demand Deposits

Held by Government Held by Government
Held by Banks Held by Banks
Held by Public Held by Public

All those items make up the
“Money Supply.” One would,
therefore, gather that all these items
went into “money supply”, but

- actually, in the figures that you have

quoted and in the figures presented
by the Central Bank report—I am
saying this for the purpose of argu-
ments—they only embrace two fac-
tors, namely, currency held by the
public and demand deposits heid by
the banks. Why in God’s name are
you doing that ? On that basis are
you presenting an entirely false
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picture ? That is what I am object-
ing to. You have echoed what has

actually been stated by the Central
Bank. Page 8 of the Central Bank
report says :

“ (¢) Money Supply
After a continuous expansion commen-

cing in 1958 the money supply declined
in 1966 by Rs. 56.8 million, or 3.3 per
cent, to Rs. 1,658.9 million, ”

Now, if you look up the Statistical
Table you will find that this Rs. 1,658
million consists of two factors. One
is the currency held by the public
which amounts to Rs. 882.5 million
and the other, the demand deposits
held by the public which is Rs. 776.4
million. The two of them total
Rs. 1,658.9 million.

They completely ignore the depo-
sits held by the Government and the
deposits held by the banks. They
ignore the currency held by the Gov-
ernment and by the banks. This is
what the Hon. Minister of Finance
says :

“ After a continuous expansion over the
past seven years, the money supply dec-
lined in 1966 by Rs. 57 million, or 3.3 per
cent to Rs. 1,669 million at the end

of the year.”—[OrrIcIAL REPORT, 25th
July 1967 ; Vol. 73,0 18]

Earlier I read out to you what was
stated in the Central Bank report.
What I read out just now are your
own words. Are they not the same
words ? But you are now trying to
analyze and find out whether that is
true. But that is not so. As I have
already pointed out, there is no reason
why the currency held by the banks
and the currency held by the Gov-
ernment and also the demand deposits
held by the Government and so on
should not be included in this figure,
because, as you know, the money held
by the Government keeps on vary-
ing. . If you look up the Statistical
Table you will find that from year to
year the currency held by the Gov-
ernment has actually been going
down all the time. In other words,
they are coming into circulation at
various times. Even the money held
by the various banks has come into
circulation at various times, just as
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much as a private party holding cur-
rency putting it into circulation. If
you consider this as money supply,
then what about those individuals
who hoard money.

If you look up the currency figures
you will find that the total number
of 100—rupee notes in circulation has
increased by as much as Rs. 100 mil-
lion. Circulation of notes of this
denomination alone has increased by
Rs. 100 million. What does that
mean ? It means that a considerable
amount of currency notes have gone
into hoarding. Therefore, would you
be justified in saying that all that
hoarded money is not part of the
money supply. That is a part and
parcel of money supply, whether you
like it or not. If that is so, then why
are you excluding the Government-
held currency and the currency held
by the bank as part of the money
supply ? That is the argument on
which you are basing this whole
thing.

Therefore, if we consider the total
money supply, not only what is called
the active money supply, the position
is quite different. The figures are
Rs. 2,358.5 million in 1965, and
Rs. 2,422 million in 1966. There is
an increase of Rs. 63.5 million, and
not a drop.

The Hon. Minister started by argu-
ing that the money supply has con-
tracted and, therefore, prices have
come down. But in point of fact, the
total money supply has increased, not
come down. Therefore, also—not
your bogus figures—actually the
prices outside have gone up. You are
presenting an entirely false picture
to the country about what you are
doing, your stablizing the economy,
and so on. It is not borne out by the
facts.

oG & 9HRBEA® Sw. (mcd)

(- Qavonafl] @enraili &er—Liranr b g169p)

(Mr. Leslie Goonewardene—Panadura)

The Central Bank is trying to de-
ceive the World Bank!
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@B 95Y. 98. eueld
(sorfG erer. erib. QuGTam)
(Dr. N. M. Perera)

Consider the position in March 1965
when you took over from us. The
full money supply last year was
Rs. 268.9 million more as against what
it was when we handed over to you.
Even in the narrow sense of confining
to purely currency held by the pub-
lic and the demand deposits of the
public, the money supply was Rs. 74
million more than in March 1965.

The Central Bank Report, page 73,
is very revealing. Currency composi-
tion : in December 1964, there was
Rs. 168.4 million in one-hundred rupee
notes ; in December 1966, it was
Rs. 272 million, gone up by more than
Rs. 100 million. In December 1964,
there was Rs. 258.3 million in fifty-
rupee notes ; in December 1966, it was
Rs. 292.9 million. The Central Bank
gives an explanation :

“Tn earlier Annual Reports it was sug-
gested that changes in the holdings of
Rs. 100 notes may, at least partly, be
associated with changing attitudes to-
wards tax evasion. Thus, the consider-
able reduction in the volume of these
holdings in 1964 was attributed to ‘ expec-
tations regarding measures directed
against tax evasion and the hoarding of
undeclared assets in the form of currency

rn

notes of higher denominations .

They were frightened of me. They
thought I was going to demonetize,
and then they put out their money.

The
tinues :

Central Bank Report con-

« . It is possible that the reversion to
a high level of holding of Rs. 100 notes is
due to the receding of these fears in
1966.”

They have more confidence in you.
They know that you will not gc
against them and, therefore, they in-
creased their hoardings of hundred-
rupee notes. In any case, what the
Hon. Minister is saying is not correct,
because, if you go through records as
provided by the Central Bank, there
has been no steady drop, no contrac-
tion. There have been wups and
downs. For instance, in July 1966—
this dsiyour own Budget of last year
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—the money supply in a narrow sense
reached the high point of Rs. 1,766.9
million—the highest level was
reached in July 1966. So, where is
the contraction that you are talking
of ? In the middle of the year in
1966 it reached the highest point. In
the wider sense it came to Rs. 2,517.5
million. There has been a steady in-
crease. It has fluctuated from month
to month. That is the real truth.
Therefore, when you consider 1967,
your position becomes istill ridicu-
lous, because, on your own words, the
money supply at the end of the first
five months of 1967 has shown a net
increase of Rs. 64 million or 4 per
cent from the level at the end of
December 1966. The figures are as
follows: January 1967—Rs. 1,597.9
in the narrow sense, and in the larger
sense Rs. 2,393.9 million ; February,
Rs. 1,386.7 million; and March,
Rs. 1,816.6 million. The figure for
March is one of the highest recorded
increases in money supply. So what

is  your talk. of stablizing the
economy ?

a& e Brnemy
(Qaorre euerafl prudgs)
(The Hon. Wanninayake)
We have said that.

@Die OuY. 98. cuols
(srp5 G erar. erid. QuUlrrr)
(Dr. N. M. Perera)

You have said that but you have
not followed the logic of your own

statement. How do you justify your-

statement of stablizing the economy
and prices? You have taken your
figures from the Central Bank Re-
port. You say in your Budget Speech
that this contraction in the money
supply would have tended to improve
the stability of the economy. It is
your conclusion to which I am ob-
jecting. On the false premise of con-
traction you go.on to kay that it
would have tended to improve the
stability of the economy. Far from
stability you have created a situation
of rising prices. And according to
your own statement, this contraction
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has gone bust in 1967 ; it is the same
with stability. So your position is
untenable. 1t is so when you con-
sider the wvolume of Government
borrowing from the banking system
and its expansionary effect.

Then you make this curious state-
ment :

“The sharp decline in exteanal bank-
ing assets of Rs. 196 million was the most
important factor leading to this contrac-
tion. ”—[OrrFICIAL REPORT, 25th July 1967 ;
Vol. 73, e. 18.]

I am objecting to it for this reason.
You start on the premise that the as-
sets held by the banks have nothing .
to do with the money supply. Then
you go on to say that the drop in the
foreign banking assets has a contract-
ing effect on the money supply.
Please, Mr. Minister, what are you
driving at ? You cannot have both.
I know that the Central Bank takes
up that position. I am contesting it,
because I think the Central Bank is
not giving us a full picture.

WO BB W BN DS
(20 sFuTprusT yerser)
(Mr. Deputy Speaker)

Is the hon. Member continuing
after the break ? '

@b DY, 98. cuel8sh
(TG erar. erib. Qulrrr)
(Dr. N. M. Perera)

Yes, I am afraid so.
more to say.

I have a lot

B3ecsT B WBN G D)
(e surprusr seursor)
(Mr, Deputy Speaker)

If you are coming to a new point,
we can suspend the Sitting now.

Pl Y. DO, cwels
(807 B 5 orer. erb. Qulrmr)
(Dr. N. M. Perera)

I am coming to an entirely new
point which I want to develop. I am
afraid I have a lot more to say.
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BewiLn DSBNGDHDNS
(2.1 FUTBTLET SjeuiSer)
(Mr. Deputy Speaker)

Business is interrupted and the
Sitting is suspended for one hour. On
resumption, the Deputy Chairman of
Committees will take the Chair.

d8® &0 gmmced MmOImEWD guy BQIM
CsY, @ o 2 O Wmdém wwn Hewlds wn o
Do [GO S8 fu8B, 8.8.5] wmuSyy
Dowsy zOM» PO GE.

@s ey wwirey ). u. 2 wefl aer @l Blos
SULCQ WBen@n eyrbunrtpo. GWssaler 2.u
2 &Bonsani [Lfwner ;p@Ps uis, ¢.0.F7.] sveno
STEE@)T.

Sitting accordingly suspended till 2 P.M.
and then resumed, MR. DEPUTY CHAIRMAN

oF CoMMITTEES [SiR RAzIK FAREED,
O.B.E.], in the Chair.

D@ e31emeoD Bewd O H®
BCH IS WD
&) @Ig GTERAGTSET QU EI@ELD
Caerefl i g Grmser

TENDERS FOR PURCHASE OF DIESEL
LocoMOTIVES

D@L BewIEs wNIBPHS
(@@a’;&aﬁs&r oL ysGrrFeri oeurser)
(Mr. Deputy Chairman of Committees)

Will the Hon. Minister of
Communications reply to the Ques-
tion asked by the Member for
Minuwangoda, by Private Notice, on
behalf of the Leader of the Oppo-
sition ?

The Question was as follows :

In view of the criticism in Parliament,
editorials in daily newspapers, and the
special interest taken by the Cabinet in
summoning the General Manager of Rail-
ways over the diesel locomotive tender,
will the Minister make a statement to
this House on the following :

(1) Whether after the tenders were
closed over a year ago, revised
price bids were called for by the
G. M. R. on the 27th of May 1967
to make a final selection from a
selected field of tenderers ?

(2) Whether after the submission of
final revised prices on the 27th of
May from tenderers, the G. M. R.
did entertain a further revised
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offer from one of the special ten-
derers one week after the closing
date on 22nd May and ajctemptqd
unsuccessfully to have it consi-
dered by the Tender Board?

(3) Whether it is not correct that the
technical evaluation ultimately
submitted to the Tender Board
was entirely on the responsibility
of the G. M. R. and that the
earlier recommendation 'of the
Railway Technical Committee of
five members was rejected ?

(4) Whether the G. M. R. advised the
Tender Board to accept features
which were fundamentally con-
trary to the specifications in the
original tender document ?

(5) Whether after recommending the
exclusion of inter-cooled engines
the G. M. R. concealed further the
acceptance of irregular features
such as locomotives for Class I
with side-rods which were as
much specifically excluded as
inter-cooled engines ?

(6) Whether inter-cooled engines are
not extensively used internation-
ally and whether their use in
Ceylon would not have consti-
tuted a financial advantage in ex-
cess of Rs. 5 million or Rs. 6
million ?

(7) Whether he would urge the Gov-
ernment to appoint a Select
Committee of the House to look
into the circumstances connected
with this tender ?

oS 8. C. d. ¥GCeC (znm
&K O%)

(Qaorrey . ered. 9. ew=mHON—CLrdsw
QT & &1 BENLDEFET)

(The Hon. E. L. B. Hurulle—Minister
of Communications)

Mr. Deputy Chairman, I must first
apologize to the House for not being
able to be present this morning to
reply to the Question. The Question
is an elaborate one where files had
to be studied. In spite of that I was
prepared with the reply, but sud-
denly one of my children fell very
seriously ill and had to be removed
to a nursing home. That is why I
could not come here this morning.
I meant no disrespect to the House.

The Answers are as follows :

(1) No. <Quotations were ‘called
on instructions by the Cabinet Sub-
Coimmittee. The G.M.R. sent out
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the letters as directed and the quota-

tions were opened by the Ministry
tender board on 28.5.67.

(2) As a number of revised offers
have been received after 28th May—
it is presumed that reference to
22nd May is an error—it is not
clear to which bid this reference is
made. All bids received later by
post or telegraph by the G.M.R. were
re-directed to the Ministry tender
board without comment by the
G.M.R.

(3) The G.M.R. forwarded his
own report together with a report
by the Railway Technical Committee
to the tender board- The G.M.R.
did not agree with the findings of
the Railway Technical Committee
and reported accordingly to the
Ministry tender board.

(4) No. The specifications pro-
vided for consideration of variations
from the specifications, except in the
case of paragraphs 6, 7, and 8. This
is clearly stated in paragraph 5 of
the specifications. The G.M.R. has
under this provision forwarded to
the tender board his comments on
any variations which did not materi-
ally alter the performance of the
locomotives as intended in the speci-
fications, but would considerably
reduce the price.

(5) G.M.R. concealed no variations
of specifications from the tender
board. He has submitted a full
report on all variations to the tender
board. The presumption here that
the G.M.R. recommended the exclu-
sion of inter-cooled engines is not
correct. The remarks on Question 4
also apply here.

(6) Inter-cooled engines are not
extensively used as non-intercooled
engines. It is estimated that at pre-
sent at least 75 per cent of diesel
locomotives in the world are fitted
with non-intercooled engines.

The Answer to the second part of
this question is ‘No’; but as a result
of the Cabinet Sub-Committee going
into these tenders, the Government
has benefited by Rs. 5 to 6 million.
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The following additional advan-
tages have also been secured :

(i) Fixed prices and liquidated
damages at 1 per cent per
week without limit for any
late delivery.

(ii) The prices of spares too have
been fixed for 2 years, and
thereafter only according to
an agreed formula based on

variation in labour and
material only.
(iii) The successful tenderer will

maintain commonly used
spares in Colombo free of
foreign exchange and
foreign exchange will be
released only when such
spares are drawn by the
C.G.R.

(7) No. This matter has been
completely investigated by a Cabinet
Sub-Committee and dealt with by
the Cabinet. After the tender board
submitted its recommendation in
February this year, the matter was
dealt with by the Cabinet Sub-
Committee of six Ministers, namely
the Minister of Public Works, Posts
and Telecommunications ; the Min-
ister of Land, Irrigation and Power ;
the Minister of Industries and Fishe-
ries ; the Minister of Finance; the
Minister of Local Government and
myself who met on five occasions.
They made a recommendation to the
Cabinet.

Further, on Question (3), the hon.
Member for Medawachchiya is well
aware how the Chief Engineer of the
the Railway Technical Commitee
reported on the power-coach tenders
when he was Minister of Transport
and Works.

Saddy o emg@a,
1967-68
25580 wCsrgsr, 1967-68
APPROPRIATION BILL, 1967-68
@des D5Y. . esc8Sh
(srf G erer. erid. QUCrrr)
(Dr. N. M. Perera)

When we adjourned for lunch I
was dealing with the question of
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money supply and the so-called con-
traction of money supply. I have
endeavoured to place before the
House the facts, and the attempt on
the part of the Central Bank as well
as the Minister to prove that there
has been a contraction in the money
supply which has resulted in the
withdrawal of some of the potential
purchasing power of the people is not
borne out by the facts.

If you take the trouble to look at
page 8 of the Central Bank Report,
you will find a statement setting out
the changes in money supply during
the period December 1965 to Decem-
ber 1966. The Hon. Minister of
Finance has unwittingly accepted the
Central Bank statement. He has just
accepted the statement. The position
is that money supply is determined
by the total amount of currency held
by the public as well as demand depo-
sits of the public. Now please look
at page 8 of the Central Bank report
bearing the heading, “Change in
Money Supply—Expansionary fac-
tors ”. The first item there is “ Gov-
ernment borrowing from the banking
system ”. If the Hon. Minister is
borrowing from the banking system,
it automatically affects, and creates
an expansionary effect on, the money

supply.

Then there is this question of
borrowing money from the banking
system, and the deposits in the banks
are a material factor in the money
supply. Money supply must therefore
include the money borrowed from the
banks. Now, when I borrow money
from a bank or when the Government
borrows money from a bank it does
not mean that you get the money
over the counter; it does not mean
that you get currency over the
counter. All that you do is create a
deposit in your favour for a particu-
lar item in the bank. You get
a demand deposit and then you open
up an account. That is what happens.
Similarly, when the Government
borrows from the banking system, it
means that its deposits in the bank
are expended to that effect
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I agree with the Central Bank; I
agree with the Minister also that the
borrowings from the bank of Rs. 118.1
million had an immediate expan-
sionary effect on the money supply.
My only contention is this : You must
not, therefore, exclude from the
money supply the money held by the
Government, the currency held by
the Government and the currency
held by the banks, or the deposits of
the Government in the banks as well
as deposits of the banks themselves.
So, viewed from that point of view
you will find that actually your
money supply in December was not
Rs. 1,659 million but Rs. 2,422 million.
My complaint comes in here. The
Hon. Minister at Column 18 of his
Budget Speech states :

“The sharp decline in external bank-
ing assets of Rs. 196 million was the most
important facwor leading to th s contrac-
tion. "—[OFFICIAL REPORT, 25th July 1967 ;
Vol. 73, c. 18.]

He says that a sharp decline in ex-
ternal banking assets led to this
contraction of money supply in 1966.
Now, that is where I join issue with
the Hon. Minister because I want to
prove it to him that this is the reason
urged by the Central Bank. You will
find that a page 9 of the Central Bank
report. That is what it states:

“To sum up, there was a contraction
in money supply in 1966 caused chiefly
by the decline in external banking as-
sets originating from the deterioration in
the country’s balance of payments.”

Mr. Minister, that is where the
danger comes in. If as the Central
Bank states, and if as the Hon. Mi-
nister has endorsed it, the deteriora-
tion in the balance of payments
caused the drop in the external
banking assets and therefore it re-
sulted in a contraction of the money
supply in Ceylon, then the converse
also may be urged by me. Do you
realize the gravity of your state-
ment ? The converse is, the greater
the deterioration in the balance of
payments, the greater the fall in the
external banking assets, the greater
the contraction of money supply,
and therefore the more stable the
economy. That is the logic of your
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argument. You have taken up the
position that the fall in the balance
of payments has led to a drop in the
external banking assets of Rs. 196
million and that it led to a contraction
in the money supply and the creation
of a stable economy. So the con-
verse is also true. Hence it is better
for us to have a greater drop in the
external assets by adverse balance
of payments ; the worse the balance
of payments the better we are. Is
that the position ? If you put it
that way obviously it looks ridicu-
lous.

In other words you must recon-
sider this matter. It is not correct
merely to accept what the Central
Bank states. It is true that in the
long run—I am prepared to admit
that theoretically—if no loans are
raised a fall in the balance of pay-
ments will have an effect jon| ‘the
internal money supply, but that is
if no exchange control takes place,
if no loans are raised, if various
other factors do not arise, and that
is a long run term. Therefore you
cannot say this in the short term.

I am fortified in saying this, be-
cause if you study the actual exter-
nal assets held by Ceylon in Table
31 you will find this position. Ac-
tually the figure of Government’s
external assets was Rs. 11.3 million
in 1965. It dropped to Rs. 4.8 million
in 1966. Government agencies and
institutions increased to Rs. 57.3
million from Rs. 54.6 million ;: Cur-
rency Board/Central Bank dropped
from Rs. 282.2 million to Rs. 143
million ; Commercial Banks increased
from Rs. 91.8 million to Rs. 1125
million. The total drop was from
Rs. 439.9 million in 1965 to Rs. 317.6
million in 1966. Therefore, the real
drop was in the Currency Board
holding by Rs. 139.2 million.

If you look at Table 5 you will
find the details set out. The Assets
and Liabilities of the Central Bank
set out the drop. Cash and balances

abroad, including Treasury Bills,
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dropped from Rs. 180.5 million in
1965 to Rs. 42.7 million in December
1966.

Mr. Minister, you will therefore,
see that really it is in the Currency
Boamd that the actual drop took
place. This has not led to any res-
triction in the total quantum of cur-
rency issued by the Central Bank.
Although the cash and balances
abroad, including Treasury Bills,
dropped by so much, there has been
no diminution in the actual tota]
amount of currency issued. There is
a drop in the total currency of Rs. 9.1
million. As against this, there is an
increase in demand deposit by Rs. 74
million.

Nowhere is the so-called contrac-
tion they are talking about shown
In any of the figures that you get
in the Central Bank Report, because
if there was actually this contraction
of money, then it must be reflected
in some item here in the Central
Bank Report or in the Assets and
Liabilities of the Central Bank or

in the External Assets of the
Central Bank.
So, Mr. Minister, your merely

echoing what has been stated by the
Central Bank in their report does
not help this country and really does
not give us a correct picture. You
are only misleading both this House
and the country. In fact, you
deceive yourself by assuming that
you are much better off than you
actually are, thinking that there is
stability in the country as a result
of the contraction in the money
supply and that there is a fall in
prices as a result. All these absurd
conclusions you come to because of
the faulty premise on which you
started working.

Now, Mr. Minister, I have so far
demonstrated, T hope to your satis-
faction and the House, that your
record for the last two years has
been a dismal one, that vou have
failed on every front. From the
point of view of the Gross National
Product, from the point of view of
the actual agricultural production,
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from the point of view of industrial
production, all those things taken
together, you will find that your re-
cord is something that you cannot
possibly be proud of.

Now I come to a point where I
want to make a charge of gross mis-
management on the part of your
officials and, therefore, of your
Government, because in the end your
Government must be responsible for
the actions of its officials.

I now come to the question of im-
ports by you. 1 am sorry that
neither the Hon. Minister of Agricul-
ture and Food nor the Hon. Minis-
ter of State is present. I am taking
the three leading imports.

On the 19th of December 1966 you
reduced the rice ration by one
measure. When your Cabinet
decided to reduce the ration by one
measure what did you do? You
had discussions and you were satis-
fied by your Food Commissioner that
you had enough flour to make up
for the loss in rice and to last you at
least until the end of January or be-
ginning of February ; that you had
enough stocks which together with
expected stocks was sufficient for
you to last until that time. In any
case, to be on the safe side, I pre-
sumed you requested the Food
Commissioner to call for tenders to
import more flour because you ex-
pected the people to demand more
flour. Actually, what happened ?

On the 20th of December, that is
the day after you cut the measure
of rice from the ration, tenders were
called. The amount was not speci-
fied. Tenders were called by the
Food Commissioner for the import of
flour, and the following tenders were
given out ; you gave a tender for the
supply of 10,000 tons of flour at
£97 13s. ¢. & £. to a firm in Ifaly;
you gave another tender for the
supply of 20,000 tons at £27 15s.
again to a firm in Italy, and also at
£97 19s. There were two prices.
You also gave a tender to France for
the supply of 20.000 tons at 410
French francs which is roughly equal

to £29.
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Therefore, for shipment in
January, delivery to be effected in
Ceylon somewhere about early
February, you had already given
tenders for the supply of 50,000 tons
of flour. I have no complaint to
make about that. But, what did your
Food Commissioner do ? And this is
what I object to. He made what are
called “distress purchases” nHn the
20th December, without calling for
tenders. I shall give the figures.

He bought all this from Hong
Kong. He bought 2,900 tons at
£39 5s. ¢. & f.; at £10 more. That
is not all. He also bought 1,200 tons
at £45, he bought another 8,500 tons
at £39 19s. Then he bought 5,000
tons at £32 f.o.b. from Hong Kong,
and as the minimum transport charge
from Hong Kong is about £ 3 the
price would come to about £35.

So I ask you, what is the distress
on flour that existed on 20th Decem-
ber ? If there was such a distress
would you have taken the step of
reducing a measure of rice from the
ration on the 19th December ? Would
you have done that if you did not
have sufficient stocks available for
consumption ?

Why was it that you did this ?
Why was it that you were satisfied
when tenders were called that stocks
were going to be delivered in the
middle of February because you
knew that the existing stocks were
sufficient for the purpose ?

Now, your Government is guilty
not only of doing nothing, really not
making any progress economically
but also of wasting precious monéj;
in sterling by purchasing flour at ex-
orbitant prices when it was available
at much lower prices.

_ This is not all that was done. I
just set out what your officers did
on the 20th December. What did
they do on the 30th of the same
month ?

On the 19th of December, you cut
a measure of rice from the ration
On .the very next day you starteci
getting 17,600 tons under distress
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purchases paying in some cases
nearly £20 more than the tendered
price.

Mind you, these are direct negotia-
tions, not tenders, made by the Food
Commissioner with the parties con-
cerned. Then what happened ? On
30th December you again called for
tenders—January shipment, Feb-
ruary delivery. You bought in this

way.

Country Tons Price
Germany . 10,000 . £30 55 ¢ & £
Italy .. 10,000 28 18
Italy .. 10,000 29 15
Italy . 30,000 29 19
Germany . 20,000 30 5

That is a total of 80,000 tons you
called for on tender for February
delivery. 50,000 tons plus 80,000
tons equals 130,000 tons. Add to this
distress purchases of 17,600 you get
the total of 147,000 tons, that is,
nearly 150,000 tons.

What happens ? On 30th Decem-
ber again the Food Commissioner
does distress purchases by direct
negotiation with the Hong Kong
Flour Mills and Prima Flour Mills,
Hong Kong. The following distress
purchases were made from Hong
Kong.

Tons Price
9,500 £40
1,000 £39 10s
9,000 £39 05

Then from Beirut, 2,500 tons at
£41.

By the way, a very interesting per-
son came on the scene when it came

to Beirut. A gentleman by the name
of Flamer Caldera came as go-
between. [Interruption.] Ask the

Food Commissioner who Mr. Flamer
Caldera is.

This is not all. Again these are

your distress purchases on 30th
December :

Country Tons Price
Hong Kong 1,500 £41
Singapore . 3,300 £34
Kuala Lumpur .. 7,000 £42 155
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The total of distress purchase on
30th December is 33,800.

All told, you bought in January
for February delivery 261,400 tons.
Mind you, all these are sterling pur-
chases. The moment the letters of
credit are opened, sterling is
blocked.

And this Government tells the
country that they have not got a few
pounds sterling in order to buy
coriander, chillies, bombay onions
and so on. Yet this is the way our
money went.

How much do you think this cost—
261,000 tons ? The increased con-
sumption of flour although it went
up to about 41,000 tons a month is
now stabilized at 30,000 tons. 261,000
tons is good enough for how many
months ?

Do not forget that this is in addi-
tion to the contract you have got with
Australia for 200,000 tons at £26
f.o.b.f That will come to about £99
c. &1

My charge against this Govern-
ment is that it is guilty not only of not
taking any steps towards the econo-
mic development of this country but
also that it has actually bungled and
frittered away valuable foreign ex-
change which could have been saved
in order to provide a large number
of people with the essentia] food-
stuffs they need. But, this is not all.
You bought also on January 20th
from Germany at 332 Marks, 10,000
tons. Again, on January 20th you
bought from Italy 50,000 tfons
through Goldsmith at three prices,
4 28-18-0, £ 29-6-5 and £ 99-14-3. On
24th January again from Ttaly you
bought 20,000 tons at £29-19-0. All
told, you have bought 260,000 tons
which tied up nearly Rs. 8 million in
Sterling. purchases could
have been scattered over the months,
but you tied up all these in one
lump.

At the present moment your Fooed
Commissioner, who is supposed to
have been taken off that place, is
touring the world collecting all the
things he is expected to collect.
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That is not all. Last year, hon,
Members will remember, I made a
serious charge that you failed to
negotiate with Syria direct in regard
to lentils. Instead of having a
Government to Government agree-
ment with Syria, to send our tea in
exchange for lentils, you actually
wasted valuable sterling money for
that purpose. I am thankful that the
Government has accepted my advice
and has sent a number of emissaries
to Syria to negotiate. They have
succeeded in it. Syria has agreed to
draw up an agreement for the pur-
pose of exchanging lentils for tea.

In fairness I must say, while this
negotiation was going on Syrian offi-
cials were not happy. They were
trying to sabotage it as far as possi-
ble. Our officials are equally guilty
of not trying to push this thing
through and as a result negotiations
were going on for almost a year.

While these things were going on,
what did you do ? You bought from
India at £ 65 a ton. India is a Rupee
country, but you agreed to pay in
sterling. I must say that India is a
hard bargainer. She would not
accept anything but sterling. The
Syrian crop became available and
tenders were called for by the Food
Commissioner and at the end of
June this year tenders were closed.
Two purchases were made.

Then a strange thing happened.
The Food Commissioner bought
direct in addition to the tender, 3,000
tons. I have not been able to find
out the rate. It may be at the ten-
dered rate or a little above it. But
is there any reason why the Food
Commissioner should not have
included this also in the tender at
the same time. Almost within a
matter of days 3,000 tons of lentils
from Syria was bought through a
gentlemen known as Basil Raja-
nayagam. It will be interesting to
know who this Basil Rajanayagam is.
After the tenders were closed and
after the agreement was signed, why
was it necessary for the Food Com-
missioner to buy 3.000 additional tons
on a private negotiation ? This is a
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way to corruption. Not only that,
this was negotiated through Steel
Brothers. Hon. Members  will
remember Steel Brothers whose
name has been stinking in the nostrils
of all Members of Parliament who
had previous knowledge about their
connections with regard to rice and
SO on.

dDeIen Boweids IR
(@apssallar oL oysGlrreart oaiiser)
(Mr. Deputy Chairman of Committees)

Keeping true to their

evidently !

name,

pnde VY. DO. ewedd
(sorp s erar. erd. QuGrmm)
(Dr. N. M. Perera)

They are capable of doing a lot of
stealing. I am informed that the
agreement is now being signed.
Apparently, the Food Commissioner
is there with Mr. Senaratne to sign
an agreement on a Government to
Government basis, on the subject of
imports from Damascus to exports
from Ceylon.

Then about sugar. What did you
do with sugar? Recently, this
Government bought 50,000 tons of
sugar. Strangely, from whom did
they buy ? From China. Now,
China, is one country with which we
have a trade agreement. We are
having a barter agreement with
China not only in respect of Rubber-
Rice but also covering a number of
other things like chillies and so on.
We send our oil to China and buy
other things from China. In other
words, there is a definite trade con-
nection between China and Ceylon.
We bought 50,000 tons of sugar from
China. The documents, when shipp-
ed, came from Hong Kong. The docu-
ments stated : “ Origin of the goods ;
China.” Origin of goods, China,
shipped from Hong Kong, but where
were the goods bought ? That is the
interesting part. The goods were
purchased partly in London through
a firm called “ Progne ” wholse lucay


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1591
Buddm smsf emPdum, 1967-68
[emDnde Oxf. O8. esedd]
agent is Mr. Abeysinghe, one of the
stalwarts of the U.N.P., and partly
also from “Eligold ”.

@& 8. 8. 8. @RI (DT
M (DS @OB)
(Qaorrey to. (9. i FHewreur saT—ms S
Qariflev, sL_pQmifley gyamibgei)

(The Hon. D. P. R. Gunawardena—
Minister of Industries and Fisheries)

He was an S.L.F.P. candidate.

s O5Y. DO, suedd

(sorfp 5 erer. erib. QUGTTT)

(Dr. N. M. Perera)

I know nothing about him. All I
know is that he is one of the stal-
warts of the U.N.P. He is also a man
who is dealing with drugs and so on.
I do not know anything about that.
What I am concerned with is this:
you bought Chinese sugar shipped
7 from Hong Kong, bought in London
| through Progne, and partly in Paris.
The man’s name is Goldsmith, his
firm is called “ Eligold ” and the local
| agent is one Mr. Cassim.

My complaint is this: all these
things are bought in hard sterling,
while on the other hand every socia-
list country, including China, is quite
prepared to give us goods on credit.
We have trade agreements with
'~ them. Bulgaria, Poland, all these
countries are prepared to give us
goods on credit terms and on a barter
basis. We can give them our tea or
any other goods, even our coconuts
and rubber. But your officials do
not like it because they may not get
their commissions. Therefore you
must buy in sterling Chinese sugar
in Paris !

eCH € 9228 dw.

(5m Qavewel] @ e aur ger )

(Mr. Leslie Goonewardene)
United International Party !

@de duY. 90, eweds
(s@rfG erer. erb. QuCrrr)
(Dr. N. M. Perera)

That is what is havpening. You
are allowing your officials to do all
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the crooked things and you are equ-
ally guilty of crooked things if you
do not pull up these officials. If I am
wrong, please correct me. I am
making these charges quite openly. I
am giving you the facts and figures as
I know them. I am confident that
what I am telling you are the full
facts. I have verified them to the
best of my ability. In point of fact,
during the Committee stage I expect
to deal with this more fully, and I
ask the Hon. Minister of State as well
as the Hon. Minister of Food and
Agriculture to bring the files here. I
do not want the type of answers they
gave last time at the last moment,
written out by some officials. I want
them to place the files before this
House so that everybody can see. Let
them bring the files here and let us
see the truth. Do not hide facts. We
want the full facts placed before the
House and before the people of this
country so that they will know what
is happening.

SCH E 9endiIRm» Dw.
(5@ Qovevell nemreut ger)
(Mr. Leslie Goonewardene)

Not like the secret agreement they
entered into with the Federal Party.

a8 Y. 8. eueddH

(soorfi@ orer. erib. QuGrmr)

(Dr. N. M. Perera)

This is what is happening and why
we are making this charge. Are you
surprised that this country is making
no progress ? That is one aspect.
When the Minister sleeps, what can
you do ?

OnY sncazy O,
(ﬁ@ T S@I&S)
(Mr. Ratnayake)
He is pretending to be asleep.

@l Y. 98, eweds

(aswrlnﬁ,@ orer- orib. QUGrrmr)

(Dr. N. M. Perera)

Now I come to another part of your
Budget. You talk about planning. In

your first Budget Speech, this is what
you said :

“The new nlanning organization will
soon undertake the task of preparing
effective programmes of development. ’—
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“ Preparing "—Your planning organi-
zatlon Was golag to ' prepare” in
1965.

—“for the major sectors of the eco-
nomy, which could provide the basis for
an overall plan. ”—[OrriciAL REPORT, 9th
August 1965 ; Vol. 61, c. 85.]

The basis for an overall plan was
started in 1965. Everything was to go
like clock work, and you were going
to deliver the goods in next to no
time. What did you say in 1966, in
your second Budget? You gave us
the impression that planning had
gone very much ahead :

“ Sectoral programmes have now been
formulated in draft form in respect of the
major sectors of the economy for a five-
year period.”—[OFFIcIAL REPORT, 29th
July 1966 ; Vol. 68, c. 41.]

And you went on to say :

“The Department of Plan Implemen-
tation has begun work on the evaluation
and review of progress on the pro-
grammes and projects undertaken by the
Government and is in the process of ins-
talling an effective system of progress
control, based on quarterly targets of per-
formances. ”—[OFFIcIAL REPORT, 29th
July 1966 ; Vol. 68, c. 42.]

That is what you said in 1966, from
which we gathered that your plann-
ing was going ahead and you were
making some progress. That is what
you said in 1965 and 1966. What is
your statement now in 1967, after 23
years ?

“_ ...a rough planning framework was
elaborated in last year’s development pro-
gramme covering three major sectors of
the economy. This year the Ministry is
engaged in the construction of a much
more detailed inter-sectoral planning
framework in which it is hoped to pre-
sent output and investment targets for
each of some fifty sectors in which the
economy has been divided.”—[OFFICIAL
REepPorT, 25th July 1967, Vol. 73, e. 29.]

You are still in the hoping stage
after 2% years of your planning. You
are still drawing up sectoral pro-
grammes. We were thinking that in
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1 years you were going to implement
the programme. This is what you
have done:

“ As part of the preparatory statistical
work necessary for such a task, an at-
tempt is being made to compile an input
output table for the Ceylon economy.”’—
[OFFlcgmj ReporT, 25th July, 1967 ; Vol
13, ©.:29.

“ An attempt is being made”. So
you have got a long way to go before
your plans are implemented. And
you go on:

“...A Committee of Permanent Secre-

taries has been formed to function as a
co-ordinating body....”

Again you say :

“A Development Advisory Council has
been set up to serve as an organised forum
to assist the Ministry of Planning and
Eeconomic Affairs in matters concerning
the participation of the private sector in
national development programmes.”

All this is being done, and you are
still in the formulating stage, setting
up organizations, preparing plans,
and so on. All that you have done
so far is to talk big, and nothing very
much has happened ; and we are not
surprised that the country’s economy
is going downhill. If you want proof
of that, I shall read out to you from
the report of a body of experts from
whom you have got your instructions.
This is what your expert body said in
October 1966 at page 21 of “The

Foreign Exchange Problem of
Ceylon ” ;

“There is in Ceylon at the present time
no functioning, competent planning office
that could prepare projects and pro-
grams and that could be relied upon w th
a reasonable degree of confidence to
translate them into reality. Such an office
is only now being set up.— ”

That is, in October 1966.

“ Furthermore and, in this context, per-
haps more importantly, the new Govern-
ment has not yet laid down clear lines of
policy which it intends to follow. ”

Mr. Minister, after two and
years this is all the planning voi h}i}g
done, . And in October 1988 your
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expert body said that there was no
planning office. That is your achieve-

ment :

Then, you pin so much faith in
foreign aid. But what happened ?
In August 1965 this is what you said :

“I am glad to be able to announce that,
arising out of this meeting,——

That is the meeting held on the 28th
and 29th July attended by your Con-
sortium, namely, Australia, Canada,
Japan, the U. K. and U. S. A.; the
Federal Republic of Germany and In-
dia were represented as Observers.
You went on to say :

“—the Government of Ceylon has been
informed that the countries mentioned are
willing to participate in an aid pro-
gramme for Ceylon for the remainder of
1965, to the extent of approximately $50
million or Rs. 250 million. ”—[OFFICIAL
ReporT, 9th August 1965 ; Vol. 61, c. 90.]

S0, you were expecting Rs. 250 mil-
lion as a result of their first meeting,
and you have already started distri-
buting that aid. In column 92 of the
same HANSARD you said :

“Of the total Rs. 250 million, about
Rs. 25 million would go to finance the
payments gap that would emerge on
Ceylon’s existing adjusted import pro-
gramme. Rs. 75 million will serve to
augment Ceylon’s much depleted inter-
national reserve whilst Rs. 150 million
would be utlized for an expanded pro-
gramme of additional imports embracing
a wide range of commodities, essential to
rehabilitating the productive capacity of
the Ceylon economy.

That is what you said in 1965. You
were to get Rs. 250 million and in
your speech you had already distri-
buted it.

What did you say in your second
Budget Speech ? You said :

“Ceylon’s needs were considered at this
meeting ’—

That is the second meeting of those
countries.

——*“ and the donor countries expressed
their willingness to participate in an aid
programme which would make available
a further $50 million or approximately
Rs. 250 million for 1966. This, together
with the assistance resulting from the
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previous aid meetings, would amount to
approximately Rs. 450 million to Rs. 500
million. ”—[ Orr1cIAL REPORT, 29.h July
1966 ; Vol. 68, c. 44.]

How much did you get, Mr. Min-
ister ? At least now you are telling
the truth. You told this country and
this House, and you fed them on
hopes, that you would receive so
much aid, but actually what did you
get ?

“Out of a total of Rs. 422 million
pledged under the first and second com-
modity aid programmes, approximately
Rs. 227 mill'on has been received up to

the end of June this year.”—[OFFIcIAL
ReporrT, 25th July 1967 ; Vol. 73, col. 31.]

That is, by the end of June 1967,
you had got Rs. 227 million although
you were promised Rs. 500 million.
Where are we ?

What is your imbalance in one
year ? Your last year’s imbalance
alone is Rs. 235 million. That was
the loss in exports in one year.
Then, for two years you have got
only Rs. 227 million as aid. Where
are we ?

By way of interest and sinking
fund payments, how much have you
provided for in this year’s Budget ?
You have provided Rs. 230 million
by way of sinking fund and interest
bayments on your debts which you
have incurred. And you are telling
us you are getting a substantial
amount of foreign aid in order to
help this country’s development,

CBE OB HwBoty e,
(Bl Qoporpoir eui@iman)
(Mr. Shelton Jayasinghe)

Those are past sins

: we have
Inherited.

P8 Y. V. eucls
(sor5 % erer. erib. QuCrar)
(Dr. N. M. Perera)

I am not talking of past sins. I
am talking about the false promises
made to this country, about the
foreign aid that you are getting, on
the basis of which you built up your
hopes. That is what is wrong. You
are talking of past sins. How much
have you increased the Public Debt
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by ? You have increased the Public
Debt by Rs. 1,000 million. That is
your capacity. Mr. Minister, your
whole economy has to depend on
foreign aid, and this is what you
have got for two years. So, all the
pooja you paid and all the pandang
you held, has got you only this far
with regard to foreign aid.

Mr. Minister, you talk of this as
your budget. This is not your budget.
I am going to prove that to you now.

In September 1966 there appeared
the report “ Recent Economic
Trends—Ceylon ” published by a
number of gentlemen. A part of
these people are walking about in
the department at present. These
gentlemen issued this report which
was prepared by a number of gentle-
men from the I.B.R.D. And what
did they say ? From beginning to
end, this book is an attack on the
subsidies that have been made. I
have counted sixteen places where
subsidies have been attacked both
in this book and in another book that
was published namely, “ The Foreign
Exchange Problem of Ceylon” to
which I will refer shortly. This is
what is stated on page 3 of “ Recent
Economic Trends—Ceylon ”:

“....fiscal improvements will have to
be found mainly in economies in govern-
ment spending and the only substantial
possibility for this is in the outlays for
subsidies. ”

Those are their definite pronounce-
ments according to which you have
acted since 1965.

Then again, lower down on the
same page, it says:

. “However, considering all the possibili-

ties for saving it seems clear that the
main effort will have to be made in the
food subsidies and especially the subsi-
dized production and consumption of
rice.”

These are statements made by your
experts from the I.B.R.D., the people
who are giving you the loan. They
are calling the tune. Mark this:

“If the gross cost of the rice subsidies
could only be held at this year’s level of
Rs. 500 million, it should then be pessible
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in the course of the next several years,
say by 1970, to reach ithe public savings
objectives that a manageable balance of
payments is likely to require.”

That is what they said in their
report on page 3.

Now let us remember the words
of these experts about the Rs. 500
million and about keeping the gross
cost of the rice subsidy at this fixed
figure. What did you say on the
same subject ? It is rather inter-
esting. This is what you said:

“With a view to diverting more re-
sources to economic development, the
Government will take suitable action to
contain the net food subsidy expenditure
annually within the net expenditure for

1965-66. ”—[OrriciAL REPORT, 29th July
1966 ; Vol. 68, c. 68.]

Those are the words you have
taken from the report issued by
your friends. This is not your
budget. This is the budget drawn
up by your experts who are walking
about in your department. I have
got a lot more to say about what
they have said. Is this not a rather
significant situation, Mr. Minister of
Finance ? It is significant that both
parties have used the same words.
These gentlemen are rather dis-
appointed that you are not moving
fast enough. This is what they say
at page 6, paragraph 6, of their
report:

. “Progress in preparing plans for tak-
ing the several major economic problems
discussed above has, so far, been gene-
rally disappointing. ”

And they go on to say :

‘....The government appears to have
decided not to run the political risk of
making a frontal attack at the present
time on any of these issues— "

What are these issues? These
issues are the changes in the prices
charged by public enterprises and
corporations, the significant increases
in excise or import duties, irrigation
and domestic water rates, and the
changes in the various food and crop
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subsidy schemes. These are the issues
on which you had decided at that
stage. The report goes on:

«_and has not yet prepared a pro-
gram of action for gradual or later im-
plemention which will have an effect on
the allocation of resources between con-
sumption and investment.”

So they were a little impatient that
you were not moving fast enough. If
they had waited a little longer, in
December they would have found
that you were carrying out their
orders. Under a barrage of false pro-
paganda about a world shortage of
rice, all that you were doing was re-
ally carrying out these instructions
to cut down the subsidy.

Sometimes they have been quite
forthright in their language. This is
what they say at page 7 of the same
report :

“It is a matter for regret that, given
this opportunity, the government has not
prepared and has not yet indicated a
willingness to implement policies along
the lines indicated below that will make
a start on correcting some of the policy
and structural problems of the Ceylon
economy. ”’

They wanted an all-out frontal at-
tack on all the amenities that the
people enjoyed. This is what they
said :

“Thus in agriculture the high support
price for rice, coupled with the provision
of irrigation water either free or well
below cost, has seriously reduced the
attractiveness to the farmer of producing
alternative crops.”

They wanted to encourage alter-
native crops by removing your prime
support for rice. It was the producers’
subsidy that they wanted removed :

“ Artificially low prices for railway pas-
senger fares, electricity, posts and tele-
commun’cations, domestic water supplies,
bus fares and many other services tend
to stimulate demand and hence cause pre-
mature investments in these sectors.”

sndwesen B3STEn 8NP RS
(@@e%rmmﬂsﬁr 21 EETTFRTT 9o FeT)
(Mr. Peputy-Chairman of Committees)

Will the hon. Member take very
long ?

Bewldn @535 Seddcw
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@er8e %Y. 9O, ewedd
(sorf G erer. erwb. QUGTIT)
(Dr. N. M. Perera)

A little longer.

md@Een BowiLs HnIBH

(@@égmﬂeﬁr 2 L1 &G TTFGTIT il H6iT |

(Mr. Deputy Chairman of Committeesy

You have already taken two hours
and fifteen minutes.

Hn8e Y. DO, guedd
(seor G ererT. erib. QuGrrm)
(Dr. N. M. Perera)

What is to be done?

méesen BowiLs BB
(@upssallear oL o&&rreeri e Ger )
(Mr. Deputy Chairman of Committees)

Your speech is very interesting in-
deed.

gl Y. 8. euedl
(sarf§) erer. erib. QUGTIT)
(Dr. N. M. Perera)

Over and over again this report
comes back with this question of sub-
sidies. It has come back 16 times de-
manding the removal of the subsidies.

I am reading paragraph 62 at page
27

“ As is stressed in the next chapter,
and as was emphasized by the Bank and
participants at the first Aid meeting on
Ceylon, and as was agreed by the Ceylon
Government at the time, action was and
is necessary on the part of Ceylon to im-
prove the mobilization of resources for
development purposes so as to reverse the
trends described above towards a declin-
ing investment rate, and to modify the
many policies and practices in Ceylon—
income redistribution polices, welfare
policies, pricing policies, etc—so as to
remove the avoidable obstacles to a more
rapid rate of growth.”

Paragraph 63 states :

“Some preparatory work is being con-
templated ; committees to examine the
operation and pricing policies of the pub-
lic enterprises, and the food subsidy
problem, have been set up, and a tax
commission is being considered. The
longer-run problems of public finance
have also been studied, but the implica-

tions for policy have not yet been
drawn "
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Therefore, Mr. Minister, everything
that you have done so far has been
included in this; even the question
of the tax commission is referred to
here. That suggestion also has come
from these people. Agreed ? You
will do the other things in course of
time, probably within the next two-
and-half years. They are impatient
because you have not done every-
thing, but you have promised and
undertaken to do them. May I ask
why is it that you did not deem it fit
to place before this House any Agree-
ment that you have with the World
Bank in regard to the cutting of the
subsidy and other changes that you
are going to make with regard to
these matters ? All your bright ideas
seem to be inspired from this, in-
cluding the tax commision. ;

Now, paragraph 79, at page 32
states :

114

-...1t seems inevitable that a change
must be made in the largest and most
rapidly growing element—the food subsi-
dies.—”

Inevitable——

—“Thirdly, the several public enter-
prises could be made to contribute sub-
stantially to the budget, as could the
state corporations. ”

Some of the requirements they are
insisting on are that you reduce the
taxes, increase the import duties, re-
duce the quantum of imports into
this country and also provide subs-
tantial help to the private sector.

Paragraph 83 states :

“In the meantime, pending the emer-
gency of a proposed system which would
meet the economic and social objectives
at lower cost, a decision to hold the sub-
sidy at its present level of around Rs. 500
million would, in itself provide a large
part of the financial resources necessary
over the next few years.”

The next paragraph points out the
price increases that will have to be
made in regard to electricity, railway,
ports, ete.—[Interruption]. You have
already made a start with regard to
some of the items. This becomes
clearer when you refer to the other
report that has been  presented
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entitled “The Foreign Exchange
Problem of Ceylon”. In it you find
the position explained in a more
forthright manner. I shall refer to
only one or two things.

“Financial stabilization will,
therefore, have an important role to
play in achieving economic improve-
ment ”, says this report at page 15,
paragraph 44. Then it goes on to
say, quite bluntly, in paragraph 45 :

“As a first step in this direction, the
Government has concluded with the In-
ternational Monetary Fund a stabilization

agreement covering the twelve-month
period beginning June 1965.

Why was ‘'this not placed before
this House ?

“This agreement provides, inter alia,
that the net domestic assets of the Central
Bank should not increase by more than
1.5 per cent during the peried. '—

You find that in your first Budget
speech.

“It also imposes limitations on the size
of the budget deficit requiring bank fin-
ancing and on the expansion of bank
credit to the private sector. In view of
these various limitations, net domestic
credit is unlikely to increase by more than
6-9 per cent during the next twelve
months, as compared with about 12 per

cent annually durin fiscal ye -
S g years 1961-62

Now we see, Mr. Minister, that
you have given undertakings and
signed agreements without any re-
ference to this House although they

bind this House in more ways than
one.

The Budget is yours in the sense
that the language is yours, but all

the other instructions come from
outside.

Take the question of counterpart
funds. I just want to say a word
or two about it. What are counter-
part funds?  Part of the instrue-
tions given to you with regard tq
counterpart funds are here, T shall
read them to you. You
block them in the Central Bank ag
3 blocked account which you cannot
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use without the sanction of the do-
nor countries. Those are your ins-
tructions. You find that in page 17,
paragraphs 49 and 50 :

“In order to facilitate drawing up and
administering a rational program for the

use of counterpart funds, the Central
Bank should be the depository.”

The Central Bank should be the
depository, and actually the Central
Bank is the depository of all counter-
part funds. All this is here set out.
There is nothing that you have done.
Everything is clearly laid down here.

Apart from investment goods, of
which immediate purchases are to be
made, for all other goods, including
intermediate goods, the purchaser
has to pay equivalent funds to the
credit of the donor countries, appa-
rently in the Central Bank, or to
the credit of the Government in the
name of the donor countries.

According to this, the donor coun-
tries themselves will have some-
thing to say about the disposal of
these funds. As what? As a mea-
sure of preventing expansionary
effects. I am bringing this out be-
cause the Hon. Minister says, at the
end of his speech, that he is going
to meet part of the deficit of nearly
Rs. 900 million, that is, Rs. 150 mil-
lion, from counterpart funds. This
book refers to that and says that you
must not use the funds which are
ear-marked as counterpart funds for
purposes other than for stabilizing.
the country. As this book says:

“The accumulation of such funds
would represent a withdrawal of pur-

chasing power from circulation. It would,
therefore, be deflationary.”

It would have a contractionary
effect ; not an expansionary one. [
read further :

“In the context of a programme other-
wise designed to expand economic acti-
vity and to accelarate growth, a large

measure of deflation would seem hardly
desirable. ”

But this is precisely what they
have ordered. Furher on it says:
“Tt is clear, therefore, that in order to

offset the expansionary effects of these in-
creases and to bring the rise .in money
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monetary stability, a considerable part of
the counterpart funds accruing will have
to be frozen in the Central Bank. As for
counterpart funds in excess of this amount
ways and means will have to be devised
to ensure that any credit extended against
them would serve to finance additional
investment, particularly in the private
sector. ”’

In other words, when you are us-
ing counterpart funds {for expan-
sionary purposes, you can use them
only for the private sector.

Mr. Minister, therefore your
counterpart funds which you are
now going to use for the purpose of
meeting your deficit will not have
a contractionary effect. They will
have an expansionary effect. There-
fore you had better look sharp. You
will not get any further aid.

oSt D5Y BN

(Qzorras euerel prss)
(The Hon. Wanninayake)
We might not take that advice.

aile Y. DO. euedd

(s@rfG erar. er. QuUCrTr)

(Dr. N. M. Perera)

But that will mean that you wili
not get aid from them. You will get
even less than the Rs. 200 million
you have already got.

Paragraph 9 on page three of this
book is rather interesting if I read
it out to you, Sir, but I am in a rush.

Consider your Foreign Exchange
Budget, Mr. Minister. Your Foreign
Exchange Budget was dictated by
this body of experts. Your original
proposal was considerably modified
by these people. So when the Hon.
Minister of State talks about the
strategy of the Foreign 'Exchange
Budget he is really talking of the
strategy of the foreign experts of the
American bankers, and not of the
strategy of the Budget. This is the
strategy of their bosses.

But, so far as the Hon. Minister
of State is concerned he is quite
familiar with them. He is called
“Yanky Dick” and so on. He is
quite _happy with them.
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So, your Foreign Exchange Budget
is also something that has been dic-
tated by them. Buyt listen to this :

“One of its pledges in the election
campaign has been to bring down the
cost of living— ”

We are not saying 'this. Your

experts are saying this,

* —whereas in fact prices have been
rising more rapidly since it took office.”

Your experts say this, and you are
trying to refuse it. My good Friend
the hon. Member for Beruwala (Mr.
Abdul Bakeer Markar) says “ Prices
are coming down ?”

TEE DE 28 Ocs.
(2@ o me ura@i LT &STiT)
(Mr. Abdul Bakeer Markar)

Prices went up during your time
also.

H&w uY. 9. cseds
(s@rpE erer. orih. QuGrar)
(Dr. N. M. Perera)

Prices went up then, but they are
going up higher now. You came into
power on the promise that you
would bring down prices.

¢DECE RS w8 @cs,
(2@ ylismd ure@r LOT &&TiT)
(Mr. Abdul Bakeer Markar)
No matter.

@8 IuY. 8. cweld,
(sr S erer. erip. QuCrrr)
(Dr. N. M. Perera)

That is precisely the matter we
are considering at the moment. I
shall come to your gem matter also
in a moment,

The only thing is that your experts
are completely out of line in regard
to export earnings. They are hoping
for an increase in export earnings
but they are not hopeful, as you are,
In regard to the production of rice.
They say that the maximum that you
can expect is a 5 per cent increase
in the production of rice, but the
Prime Minister goes ahout the
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country saying that we will not only
be self-sufficient in rice but we will
have enough to export. In point of
fact, while your experts say that we
should bargain for an import of
000,000 tons of rice every year for a
measurable period, you are talking a
lot about your rice production. That
is why I yesterday asked the Minis-
ter of Land how he computed the
rice production figures.

In my constituency this is what
happened. In Kitulgala a man was
given a reward of Rs. 750 for pro-
ducing two hundredfold, He did
ande cultivation of a bit of land be-
longing to one of the biggest land-
lords in the area who, incidentally,
is the brother-in-law of my opponent.
When it came to finding out the
actual production what dig they do ?
They took the best portion, measured
a few yards this way and a few yards
that way and computed on that basis
that there was a two hundredfold
increase. I said that was very
happy that the man had got Rs. 750.

€ Was very happy. But when I
asked how much paddy he got from
the field they said he got 100 bushels.
But according to the basis on which
they calculated he should have got
600 bushels.

Is it on this basis that you are
going about the country telling the
people that we are overflowing with
rice and that we are going to export
rice? You are deceiving yourself
and you are deceiving the country. If
in point of fact there is an actual in-
crease, as you claim there is, in rice
production, then nobody would be
more happy than we., But please do
not give false figures and deceive the
country.

Look at your budget deficit for z
moment. The amount of loes] loans
is Rs. 350 million. A vast portion of
that will be contributed not by in-
dividuals but by institutions set up
by the SL.F.P. like the Insurance
Fund, Provident Fund, National
Savings and so on.

In regard to counterpart funds, I
believe the expansionary effect will
be Rs. 250 million. That is a matter



http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

- 1607
' Su8sm emz emgdum, 1967-68
[®8w O, &8, cuvedi]

on which there can be a difference of
- opinion between us. I do not want
' to go into that at length.

By the time the supplementary
estimates are finished your deficit
will be Rs. 1,000 million. There is no
doubt that you have created a record
but that is not a record of which we
can be very happy.

Your budgetary proposal of a 10
per cent increase in the import
licence fee has been imposed at the
request of the World Bank. It is
specifically referred to in this report,
extracts from which I quoted earlier,
that you must cut down consumption
and therefore restrict imports. That
is part of the instructions you have
got to carry out. In the process
whom are you hitting ? Ask any in-
dustrialist. The industrialists are
grousing and grumbling that they
will have to pay more for the raw
material imported for local produc-
tion of goods. I do not see the logic
of this proposal.

You gave the capitalists of this
country Rs. 75 million by way of
santhosam in the first Budget. Why
cannot you call some of that money
back ? You let them enjoy for some
time. Except in the case of milk
foods and certain other items, this in-
crease in the import licence will be
felt by the poor people. Why can-
not you call back some of that money
from the capitalists instead of placing
a burden on the poor people of this
country ?

The impact of the closure of the
Suez Canal on these factors has to be
taken into consideration. I am not
at all happy at the way you have
been carrying on.

Bewldm @535 @eIVC®
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The Hon. Minister of State was
very eloquent about tourism. He is
hoping to make Rs. 200 million in ten
years after spending Rs. 100 million.
He says we are losing Rs. 200 million
on the gem trade and we can earn
that money without spending any
money. All that you have to do is to
establish the Gem Corporation for
which I introduced a Bill. It will be
a very interesting exercise to keep a
record of all the promises you have
gone back on. You opposed my Gem
Corporation Bill. You gave maximum
co-operation to the people of Beru-
wala and opposed my Gem Corpora-
tion Bill. You are now virtually say-
ing that if you had that Gem Cor-
poration you can earn Rs. 200 million

worth of foreign exchange.

Mr. Deputy Chairman, I do not
think I should take very much more
of your time.

This is the record of this Govern-
ment over the past 23 years. Half
your life is gone. You do not have
more than one year more at the most.
After that you will be preparing for
the next election—[Interruption].
Lots of people, once they get power,
do not want to relinquish it.

I have placed sufficient facts before
you to prove that your administration
in the last 2% years has been a dis-

mal failure. The fact is that you have
not been able to prevent mis-
management, bungling and waste of
good money by your officials ; there
is lack of co-ordination in your
departments, and failure on the part
of your Ministers to co-ordinate all
your activities. All these factors are
affecting the country adversely, and
the country is not going forward but
backwards. It is because of this that
we on this side of the House cannot
endorse the Second Reading of the
Appropriation Bill.
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oS 8. 8. 8. 9dBax
(Qazorras 0. (3. DYIT+ (T Ul FT )
(The Hon. D. P. R. Gunawardena )

Mr. Deputy Chairman, at the outset
I wish to apologize to the House for
not being present here to listen to the
speeches made during the Ilast
four or five days. The Speech
of the hon. Member for Yatiyantota
(Dr. N. M. Perera), made today, has
been about the only one I have
listened to fairly fully.

Before I attempt to deal with some
of the statements made by the hon.
Member for Yatiyantota, I should like
to place before the House a record
of the work done by the Ministry of
Industries and Fisheries. I am not
prepared to accept the criticism of
the hon. Member for Yatiyantota,
that we have failed in the develop-
ment of industries in this country. I
propose to place before the House
concrete facts to demonstrate that
industries have developed and that
planned industrial development is
taking place.

Let me first give these figures of
new approvals of industries after this
Government was formed. Of the 77
new approvals, 23 are with foreign
collaboration and 54 without foreign
collaboration. That makes a total of
1.0

The total value of investments in
new industries is Rs. 142.9 million.
The total number of persons who will
be employed before the end of this
year as a result of these new appro-
vals would be 8,400 to 10,000,
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The total contribution by foreign
investors is Rs. 30 million. Value of
investment by two trawler fishing
units is Rs. 12.4 million. The grand
total value of approved industrial
investment is Rs. 155.3 million.

The pattern of the industrial struc-
ture is changing. Gradually, almost
imperceptibly, a radical change in the
basic pattern of our industrial struc-
ture is taking place. A new frame-
work of industrial development and
production is being forged through a
carefully planned scheme of priorities
which is reflected in (a) the new
scheme of foreign exchange allocation,
to industries; (b) a revised customs
tariff structure for indutrial machi-
nery and raw materials - and (c)!
the priority schedule and new inves-
ments which have been introduced
by the Ministry during 1966-67.

It is estimated that not only will
the total value of production in 1967
increase but also more than 33 per
cent of the 1965-66 levels of produc-
tion by the high priority sector and
sub-sector of industries will show a
60 to 80 per cent increase in produc-
tion over the previous years.

This new emphasis on inter-
mediates and capital goods indus-
tries will significantly change the
industrial landscape which until
recently reflected a preponderance of
consumer goods industries.

Before the end of next year, we
will have recovered substantially
from the un-planned and haphazard
industrialization of the 1960-64
period. When I was Minister of
Agriculture in 1958 that is what I
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termed the Robinson Crusoe method
of production. During this period
there was no clever prospective or
proper understanding or appreciation
of those processes, those elements
that stimulate industrial growth and
promote the optimum conditions to
transplant  industrial technology
within our own economy. The indus-
trial activity of that period was
tragically misguided and wasteful. It
was no more than a mere passive
reaction to exchange control restric-
tions and import bans which were
supported by an unimaginative
scheme of income tax concessions. I
emphasize those words “unimagina-
tive scheme of income tax conces-
sions.”. This created serious im-
balances in our import trade and our
manufacturing industries. We have
made strenous efforts in the last two
years to rectify these imbalances by
the re-allocation of foreign exchange
resources by the conscious diversion
of production along priority fields of
industry.

We have re-organized most of the
work in the Ministry. It was in a
hopeless mess, I must say, when we
assumed office.

The absence of reliable data and
statistics is a great handicap to in-
dustrial planning and organization.
Until 1965 no real effort had been
made to carry out a full-scale survey
of the manufacturing industries in
the island. The position in this
regard has changed remarkably
during 1965-66. A very comprehen-
sive industrial survey was initiated
in October 1965. A comprehensive
scheme of statistics has since been
assembled on a classification based on

the International Standard Industrial
Classification.

The 1965-66 survey of industries
also included a scheme of registra-
tion of all industrial establishments
in Ceylon. According to this survey
there were 1,034 approved:industrial

Bewlds @535 ©HDG®

1612
—eedm 6 Bwd®

units. In addition there were 430
other units which had been estab-
lished prior to the Government’s
approval scheme. There were in
addition 964 industrial units which
claimed to have commenced business
during the period 1963-66. A
complete directory of all industrial
units which had sought Government
recognition under the Registration
Scheme was published in Govern-
ment Gazette of January 1967. This
directory provides very valuable in-
formation and brings into focus for
the first time the scope and extent of
the problem of development and
regulation of industry in Ceylon.

The new scheme of Customs Tariff
Structure announced in May this year
is the first attempt made in standardi-
zation of the customs duty rates in
relation to industrial machinery and
raw materials. The standardization
system also includes a scheme for
encouragement of essential industries
by way of special concessionary rates
of duty. This scheme has introduced
a certain measure of stability in the
cost-structure of our manufacturing
industries. It is still a very difficult
matter to find out the exact costs at
which articles are produced.

In July last year this Ministry
announced to the general public a
broad outline of the priority areas
of production and investment in
manufacturing industries. This indi-
cation of Government policy in regard
to industrial development included a
list of industries in which we had
created adequate production capacity
for the present. This statement of

policy emphasized the following
priority areas of industry :

1. Agro-based industries and industries
likely to stimulate agricultural
production

That will prevent the unnecessary
wastage of foreign exchange on
ireighticand various other things for
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bringing in raw materials for the so-
called industries that developed
during the period of the S.L.F.P.
Government.

2. Industries based primarily on
indigenous raw materials

3. The textile industry including both
cotton and man-made fibre,
synthetic fibre

4. Manufacture of building materials

5. Light metal industries
6. Industry with export potentiail

A new scheme of foreign exchange
allocation to industries has since been
introduced. This scheme reflects a
growing emphasis on the production
of intermediates and capital goods.
It seeks to implement a programme
of production and investment based
on the identification of priority areas
of industries. It seeks to effect econo-
mies in the use of scarce foreign
exchange resources. It seeks also to
prevent wasteful expenditure on
luxury packaging and containers for
industrial products sold in the domes-
tic market. As a matter of fact, some
of the industries that came up during
the period of the S.L.F.P. Govern-
ment spent about 75 per cent of their
money on the packaging and not on
the article that was to be used. We
have cut that out to a very large
extent and reduced to a minimum
the unnecessary waste of foreign
exchange for import of materials
from abroad for packaging. We
propose to do that more systemati-
cally in the coming year.

It is estimated that nearly 50 per
cent of the foreign exchange avail-
able to the entire industrial sector
will be consumed by this high
priority free licensing group of indus-
tries. It is also estimated that the
total production of manufacturing
industries will show an increase of
40 per cent. over last year’s output.
Certain high priority groups of indus-
tries will register a 150 to 200 per
cent increase in production provided
there are no unexpected delays in
the flow of raw materials financed by
foreign aid.
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Approval of new investments and
expansion of production capacity of
existing units: For the first time
since 1963 this Ministry has granted
approval for the establishment of 77
new industrial undertakings which
I mentioned at the beginning. This
includes the approval granted to 23
local industries which are being es-
tablished with the assistance of
foreign capital and technical
collaboration.

I shall deal with the question of
production in the public sector a
little later.

The total investment by industries
set up with foreign collaboration
amounts to Rs. 122.9 million. Rs. 30
million of the foreign exchange com-
ponent of investment will be provided
by the foreign collaborators, largly
in bringing in machinery and other
equipment. The -total investment of
the other newly approved industries
amounts to about Rs. 20 million. The
75 new industries will provide em-
ployment to an estimated 8,400 to
10,000 persons. A list of approved
investments eligible for tax conces-
sions will be published by the
Ministry of Finance shortly.

In order to explore prospective
investment areas in manufacturing
industry, a special investigation has
already been undertaken by the
“Eoconomist” Intelligence Unit,
London, on the directions of the
Ministry. This investigation will
cover (a) the agro-based and food
processing industries ; (b) industries
based primarily on local raw mate-
rials including rubber, leather, wood,
paper and non-metallic products ;
and (c) light metal products.

These investigations will be in the
nature of pre-feasibility studies which
will assist prospective investors and
others already in the manufacturing
business in these selected fields of
industry. This study will also help
this Ministry in framing an invest-
ment and production programme for
the period 1966 to 1970.
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Some of the people who have come
for these investigations are very ex-
perienced and trained in the London
School of Economics, and they have
considerable experience of investiga-
tions of this type. Their work is
proceeding and in a few months we
are likely to get their report.

This Ministry will undertake with
the assistance of a Special U.N. Team
the survey of the entire textile
industry. We do not know where we
are so far as the textile industry is
concerned. It is true that mills were
started. It is true that powerlooms
and handloom centres were started.
But we do not know exactly where
we are, how much we produce and
how much we can produce. We do
not have proper statistics on which
to make a definite statement yet. That
is the position the last Government
left us in.

It is also proposed to introduce
legislative measures in two important
fields of industrial administration :
(a) legislation for the encouragement,
promotion and development of
industries in Ceylon, (b) legislation
for the licensing of industries and for
the regulation of prices, supplies and
distribution of industrial products.

Administrative machinery within
the Ministry of Industries has been
completely reorganized within the
last year. Special arrangements have
been made to strengthen in parti-
' cular (a) the Statistics and Program-
ming Branch of the Development
Division. It is true that some of the
so-called experts who came from
abroad criticized some of our reports.
I never accepted all their criticisms.
I told them that I was not ready to
accept them and I gave difinite
| reasons why, so far as the Ministry
was concerned, we were not
impressed by their criticism. Some
of the decisions that we had to take
" ‘were taken in spite of their criticism
and disagreement. The Statistics and
Programming Branch of the Deve-
lopment Division will, with the
assistance of the U.N. Special Team,
initiate work on a comprehensive
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production and investment prog-
ramme for the period 1966 to 1970.

Sometimes people come and are
found in various departments and
ministries. They never report to us
when they arrive. Sometimes, after
a number of months somewhere, they
come and report that they are here.
We have made the position very clear
that so far as work is concerned any
officer coming from abroad must
report to the Ministry, and we are
taking up with all the other depart-
ments the question of seeing that that
is done. I know that a lot of people
like to spend their time in Ceylon,
even if they are not called tourists.
Sometimes, you get a procession of
experts. I have myself discussed
certain things with some of these
experts, and I find that some of our
boys in the high schools know a little
more than these experts do, even
about the subjects they have come to
advice us on.

To the Project Formulation "and
Evaluation Section of the Develop-
ment Division, additional technically
qualified staff will be recruited this
year to strengthen this section, which
is one of the most important branches
of the Ministry.

The Regulation Division of this
Ministry has been reorganized and
reconstituted. An additional wing to
this division will be set up this year
when the new legislation for the
regulation of industries has been
sanctioned by Parliament. This is the
main division which will serve the
established manufacturing industries
in Ceylon. This is an aspect of indus-
trial development which has been
neglected all these years.

In regard to institutional arrange-
ments for industrial promotion, new
legislation will be introduced in
Parliament shortly under which the
Industrial Development Board will
be reconstituted to undertake indus-
trial promotion activities in Ceylon.
In addition, a co-ordinated scheme of
industrial research and development
incorporating the Ceylon Institute of
Scientific and Industrial Research and
the Bureau of Standards will be
implemented during the course of
this, year. These arrangements will
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considerably help in the applications
of science and technology in the
industrial sector.

This is the general plan of work
we propose to have in the private
sector. Now, let me place before you
some of the facts with regard to the
public sector.

We have in this Ministry twenty
state corporations and three depart-
ments. Of these, sixteen are indus-
trial manufacturing corporations, of
which fourteen were in production in
1966-67. The two that were not in
production were the Flour Milling
Corporation and the Fertilizer
Manufacturing Corporation.

The Flour Milling Corporation was
set up with the assistance of funds
from the Soviet Union line of credit,
and the Fertilizer Manufacturing
Corporation has just been set up. We
have asked the consultants to report
on them. I shall deal with these in
greater detail a little while later.

The wvalue of production at sale
prices of all corporations during 1966-
67, excluding the Engineering Cor-
poration, is estimated at Rs. 139.3
million. In 1967-68, this value is esti-
mated to increase to Rs. 298 million,
which would amount to an increase
of approximately 114 per cent. So,
we are making some progress. It is
not a gross failure as the hon. Mem-
ber for Yatiyantota (Dr. N. M.
Perera) wants the House to believe.

The quantum of foreign exchange
saved or earned by the products
manufactured by these corporations
in 1966-67 is estimated at Rs. 30 mil-
lion. Savings or earnings of foreign
exchange are estimated to increase to
Rs. 59 million in 1967-68, an increase
of almost 100 per cent.

All corporations provided employ-
ment directly to approximately 20,300
persons during 1966-67.

I come to the value of production
in corporations. The estimated value
of production of the Textile Corpora-
tion in 1966-67 was Rs. 11,266,016 ; in
1967-68 it is Rs. 20,639,000. The esti-
mated value of production of the
Cement Corporation in1966-67
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‘T‘, ("wlg

1967 geadedm 11

—eedm 6 HwdP

Rs. 26,900,000 ; in 1967-68 it is Rs.
51,600,000. The estimated value of
production of the Ceramics Corpora-

tion in 1966-67 was Rs. 6,930,000 ; in |

1967-68 it is Rs. 9,975,000. The estima-
ted wvalue of production of the
Steel Corporation in 1966-67 was
Rs. 17,800,000, in 1967-68 it is
Rs. 54,700,000. The estimated value
of production of the Small Indus-
tries Corporation

Rs. 7,800,000, and in
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in 1966-67 was |
1967-68, |

Rs. 10,040,000. The estimated wvalue |
of production of the Paper Cor- |
poration in 1966-67 was Rs. 18,222,000, |

and in 1967-68, Rs. 18,500,000.

The ;

estimated value of production of the |

Tyre Corporation

Rs. 6,500,0000 and in 1967-68,

in 1966-67 was |

Rs. 43,500,000, The estimated wvalue |

of production of the Hardware Cor-
poration in 1966-67 was Rs. 790,000,
and in 1967-68, Rs. 4,800,000. With
regard to the Flour Milling Corpora-
tion, the mill is not yet in commis-
sion. It is likely to be in commission
in March next year.

We were losing on the Paranthan
Chemicals Corporation up to last year.
But this year we have made a profit.
The estimated value of production of
the Paranthan Chemicals Corporation
in 1966-67 was Rs. 2,023,000, and in
1967-68, Rs. 2,172,000.

We are about to cut the losses of
the Mineral Sands Corporation to the
lowest possible figure this year.
estimated value of production of the
Mineral Sands Corporation in 1966-67
was Rs. 1,011,430, and in 1967-68,
Rs. 4,335,000.

The estimated value of production
of the Leather Corporation in 1966-67
was Rs. 5,300,000, and in 1967-68
Rs. 7,900,000. We are exporting shoes
to the Soviet Union and earning
foreign exchange.

Regarding the Fertilizer Corpora-
tion, land has been acquired. The site
is now being cleared. We are waiting
for the consultant’s report. As snon
as the report is in our hands we pro-
pose to call for tenders to put up the
factory as early as possible.

The estimated sales value of the-
Fisheries Corporation in 1966-67 was:
Rs:0215,500,000, and in  1967-68,

The |
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Rs. 16,000,000. The estimated value
of production of the Oils & Fats Cor-
poration in 1966-67 was Rs. 18,200,000,
and in 1967-68, Rs. 26,700,000. The
estimated value of production of
the Salt Corporation in 1966-67
was Rs. 5,084,000, and in 1967-68,
Rs. 5,900,000. During the period of
the S. L. F. P. Government you had
the spectacle of the famous Salt Cor-
poration of Mr. Tissaweerasinghe. We
have re-organized the department
and the corporation. I think at pre-
sent we are producing enough salt
and there will be no need to import
salt.

The estimated value of production
of the Plywood Corporation in 1966-67
was Rs. 6,000,000, and in 1967-68,
Rs. 10,600,000. The total value of pro-
duction of all corporations in 1966-67
was Rs. 139,326,446, and in 1967-68,
Rs. 298,061,000.

Now let me give you some figures
with regard to the Cement Corpora-
tion. In 1964-65, during the regime
of the Coalition Government they
produced 88,587 tons of cement. In
1965 the figure was 79,770 tons. We
were putting up a second kiln and
production fell. In 1966-67 the esti-
mate of production was 190,000 tons of
cement. In 1967-68 the budgeted esti-
mate is 270,000 tons of cement. That
is, both kilns at Kankesanturai will
begin to function and we propose to
get down enough clinker for the
plant that has been put up in Galle.
In spite of the fact that no steps were
taken by the last Government to see
that harbour facilities were made
available in Galle and Kankesanturai,
this Government has undertaken the
work of construction to provide
harbour facilities both at Kankesan-
turai and at Galle and work is pro-
ceeding. At present we have to import
clinker from abroad, that is, either
from Japan, U. A. R. or Pakistan,
and I do not think we can produce
cement at the Galle plant at a profit
for quite some time until the har-
bours at Kankesanturai and at
Galle are completed or till the
Puttalam first kiln beging full
production. That will be about 1969
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or 1970, so the Galle clinker plant
will have to be run at a loss.

I remember that when this matter
came up in Parliament I stated the
position and warned that it was not
necessary to put up that plant with-
out the necessary facilities. Perhaps,
it might have been wiser to have put
up a plant North of Colombo and
then brought the clinker there for
grinding, but, of course, we have to
use the plant that has been put up
and in course of time when the two
kilns at Puttalam and Kankesantural
begin to function there will be an
excess of clinker for the Galle grind-
ing plant and if there is excess clin-
ker there it might then perhaps be
profitable to run the Galle plant. We
propose to run it because it has been
put up and we are not going to wait
till the harbours are completed. We
are importing clinker but the ships
loaded with clinker cannot unload
their cargo at Galle. We have to get
the clinker unloaded here in Col-
ombo and then rush it by train at
night to the grinding plant at Galle.

All these reveal very clearly the
magnificient planning and the atten-
tion paid to detail by the last
Government when factories were
sited! When plants were to be put
up they went ahead with their work
without looking into the essentials.

The value of production of cement
is as follows: 1964-65, Rs. 15.9
million; 1965-66, Rs. 14.4 million,;
1966-67, Rs. 26.9 million; and 1967-68,
Rs. 51.6 million.

Profit and loss: 1964-65, Rs. 7.03
million (this includes profits from
sale of imported cement); 1965-66,
Rs. 7.75 million (this includes profits
from sale of imported cement); 1966-
67 Rs. 8.2 million; and 1967-68, Rs. 16
million.

Foreign exchange savings : 1964-65,
Rs. 3,923,162 ; 1965-66, Rs. 3,535.406 ;
1966-67, Rs. 7,534,400 ; and 1967-68,
Rs. 7,534,400,

Production was doubled at Kan-
kesanturai, that is, from 80,000 tons
it increased to 160,000 tons, by the
installation of the new kiln. Work
was started on the modernization of
the oid kiln to produce 110,000 tons


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1621
duddm omwy emg®sm, 1967-68

of clinker on the new Humboldt
heat-exchanger process. Production
commenced at the Galle Plant with
imported clinker. Work progressed
satisfactorily on Stage I of the
Puttalam Factory; work is proceeding
and we can keep to the time
schedule.

Programme for 1967-68: (1) Pro-
duction of 270,000 tons of cement at
Kankesanturai and Galle, i.e., about
66 per cent of present requirements ;
(2) Continuation of work on the
modernization of the old kiln at
Kankesanturai: target production
date—March 1969. We expect the first
kiln to start functioning by that time.
(3) Continuation of work on Putta-
lam Stage I: target commissioning
date—October 1969. (4) Reach agree-
ment re supply of machinery for
Puttalam Stage II and commencement
of preliminary work at site. Negotia-
tions are now proceeding for financ-
ing Stage II at Puttalam, that is, the
second Kkiln,

In regard to the future plans and
general outlook of industry, it is
estimated that by 1975 Ceylon will
require between 800,000 and 1,000,000
tons of cement annually, that is,
about 2 to 2% times the present
consumption.

The present plans are geared to the
following production programme:

1967/68—270,000 tons (170,000 tons at Kan-
kesanturai and 100,000 at Galle) ;

196 8/69—320,000 tons (220,000 tons at Kan-
kesanturai and 100,000 at Galle) ;

1969/70—590,000 tons (270,000 tons at Kan-
kesanturai 100,000 at CGalle and 220,000 at
Puttalam).

Ceylon should be self-sufficient in
cement by 1972 or 1973.

This is an industry to which you
should have given all your attention
because 90 per cent of the raw mate-
rial used is local raw material. There
is a demand for cement for the
building of roads, bridges, houses and
so on, and with the new process:s
that Mr. Kulasinghe, the Chairman of
of the Engineering Corporation, has
developed, the demand for cement is
- likely to increase very much more.
So, that is the position.
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These are industries you should
have concentrated on and on which
you should have utilized all the tal-
ent you had. You did not have very
many trained men at that time; you
did not have very many technologists.
You had a few engineers and a few
managers. But you went on siting
plants everywhere without any
meaning. There was no electric
power supply, there was no water
supply, there were no road facilities,
there were no railway facilities, but
you went on siting plants every
where. Is it a wonder that many of
them suffered losses? All these had
to be re-studied, reorganized and put
on a sound basis to ensure that we
did not waste the meagre resources
of this country.

Let me say a word about the
Ceramics Corporation. There, too,
you could have expanded very much
faster. Production in 1964-65 was,
crockery 880 tons, kaolin 1,179 tons ;
in 1965-66, crockery 851 tons, because
certain arrangements had to be made.
Do not think that production has
gone down because the figure is 851
tons although the figure in 1964-65
was 880 tons. The crockery we pro-
duce in Negombo is much better, and
better crockery is lighter in weight.
We produce much better crockery.
The crockery we produce in N egombo
can be sold even abroad as first-class
crockery.

mdDestn Bowdwxs SIS B\ o)
(Bepssoflsr o4, &G T er; Ui Eer )
(The Deputy-Chairman of Committees)

Order, please! The Sitting is sus-
pended till 4.30 p.m.

de’8@ 20 ¢»mED MmOIMEDD guy BoD»
CEoY, & o, 430 @ 532D LW Im @2

SIS o6y @evr  M.mid SO, Fitza (o)
). L. 4.30 wanfld BpTDLIoTEh my.

Sitting  accordingly suspended  till
4.30 p.M. and then resumed.

adt 8. 8. 8. 9B
(Q@erras 1o. (7. 2y Gl
(The Hon. D. P. R. Gunawardena)

When we adjourned for tea I was
speaking on the activities of the
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Cramics Factory. The factory at Pili-
yandala was commissioned  in
December 1966. The production of
crockery at this factory from
December 1966 to 31st May 1967,
was 360 tons. The production of wall
tiles commenced in April 1967, and
74 tons have been produced up to
31st May 1967. The production of
sanitary-ware started in July 1967.

The present capacity of the
Negombo factory is 840 tons per
annum. Plans to increase its output
to 1,100 tons were made during this
year. Samples of insulators made at
the Negombo factory were sent for
testing both locally and abroad.
Reports received indicate that their
quality is satisfatcory.

Research work was continued to
increase the brightness of local kaolin
with a view to developing an export
trade, and we are already getting in-
quiries from a number of countries
in Europe and Asia as to the possi-
bility of purchasing their supply
from Ceylon.

In regard to the production pro-
gramme, work will be started on the
expansion of the Negombo factory to
produce 1,100 tons of crockery and
decorative ware at this factory. A
token vote has been made to com-
mence work at the factory for the
production of insulators. The capa-
city of this factory will be 300 tons.
Technical assistance by way of train-
ing and research will be sought from
Israel in order to improve and assist
in the production of high quality
ceramic-ware in Ceylon.

In regard to future planning and
the general outlook of the industry,
at full production the factory at
Pilivandala and the extended factory
at Negombo will produce 2,700 tons
of crokery, 300 tons of wall tiles and
500 tons of sanitary-ware. These pro-
duction figures will be ensured from
1969 and will be sufficient to meet
all local requirements of these goods.

Local kaolin is a potential earner
of foreigsn exchange. The kaolin re-
finery at Boralessamuwa was orici-
nally set up in 1963 inoorden to,re-
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place china-clay which was then
imported at Rs. 400 a ton as the raw
material for the production of cera-
mics. Sales in the local market for
purposes other than ceramics pro-
duction are limited. Technical re-
search has succeeded in increasing
the brightness of local kaolin from
53 per cent to 72 per cent.—[Inter-
ruption]. Some hon. Members can-
not remain in their seats even when
they are here.—Eighty per cent
brightness is required to develop an
export trade in kaolin. Research has
now been started towards this end.

Then, I should like to say a word
about the Steel Factory. The steel
factory at Oruwela was put up with
Soviet aid ; it was commissioner in
1967 and went into commercial pro-
duction in February. The budgeted
production for 1967-68 is 40,800 tons
of merchant section and wire rods,
and 10,200 tons of wire products, the
total sales value of which will be
Rs. 54.7 million.

A steel foundry to produce 700
tons of casting on two shifts will be
set up during 1967-68 at a total cost
of Rs. 2.5 million.

A structural shop and a galvanizing
plant with a capacity of 2,000 tons of
transmission line towers for the
Electrical Department and 1,800 tons
of roof trusses, door and window
frames, etc., on two shifts will also
be set up during 1967-68 at a cost
of Rs. 2.75 million. This plant is due
for commissioning in October 1969.

Token provision has been made
for the commencement of preliminary
work on Stage II of the Steel Project,
that is, for steel making and con-
tinous casting of billets. ;

If the hon. Member for Dompe
(Mr. F. R. Dias Bandaranaike) were
here I could have explained to him -
the difference between iron and
steel ; but unfortunately he is not
here and I do not propose to waste
my time.

This stage of the Steel Project will
cost Rs. 45.7 million of which the
foreien component will be approxi-
mately, Rs. 33.6 million.
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It will be designed to produce 61,500
tons of cast billets per annum. The
principal raw materials used will be
scrap steel and limestone.

Future plans and general outlook
of the industry: Messrs. Aitkins
were our consultants. After examin-
Ing every aspect of the steel industry
very carefully over a number of
months they submitted a report.
According to them, the existing and
projected demand for merchant
section and rods is as follows :

1965 — 27,000 tons
1970 — 40.200 tons
1975 — 58.800 tons
1980 — 86,500 tons

The existing rolling mill will be
sufficient to meet all the above re-
‘quirements up to 1980.

Of course, the Member for Agala-
watta. (Dr. Colvin R. de Silva)
thinks I am dead. I do not know
whether I shall be alive in 1980, but
any Minister of Industries will be
only too proud to tell this House in
1980 that all our requirements of
iron and steel will be met by local
production.

The wire mill will be sufficient to
meet all our requirements till 1971.

I wish to say a word about the
Eastern Paper Mills Corporation.

The paper and paper board re-
quirements of Ceylon are estimated
as follows :

1967 1975
Paper .+.24,000 tons ..39,000 tons
Paper Board - 9,000 tons ..15.000 tons
Total - +33.000 tons 54,000 tons

The proposed programme of pro-
duction regarding paper is as
follows :

Existing mill at Valaichchenai .. 9,000 tons
9,000 tons

15,000 tons

Proposed new mill at Valaichchenai
Proposed new mill at Ainbalantota

Total 33.000 tons

There will be further capacity for
investment in this line before 1975.
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The new paper board mill will be
sufficient to meet the present require-
ments of Ceylon. By 1975 it will meet
60 per cent of our requirements. It
will be necessary to set up an addi-
tional paper board mill before 1975.

Further studies are being continued
with a view to setting up a newsprint
mill. Earlier studies had indicated
that a minimum capacity of about
25,000-30,000 tons per annum will be
required to make a newsprint mill
economically feasible in Ceylon. The
assistance of Messrs. Sandwell of
Canada has been sought to pursue
these investigations.

A word about the Tyre Corporation.
This, too, was put up with Soviet aid
and was commissioned early this year.
Production of tyres commenced on
15th March 1967. The factory was
ceremonially opened on 23rd March.

Up to 31st May 1967 the factory
had produced 4,254 tyres and 1,472
tubes of the popular sizes.

The programme for 1967-68 is as
follows : 137,500 tyres of the sizes
5.20 by 14, 5.60 by 15, 7.50 by 20, 8.25
by 20 and 151,000 tubes in 16 sizes.

The total sales value of production
will be Rs. 435 million. Rs. 105
million. will be saved in foreign
exchange.

Future plans and general outlook
of the industry : The capacity of the
present factory is 250,000 tyres and
250,000 tubes per annum. Production
will be brought up to capacity level
by 1970. Local demand for tyres of
these popular sizes by 1970 is also
estimated to be 250,000.

Stage II of the project will increase
the capacity to approximately 360,000
tyres and 360,000 tubes a year
through the installation of certain
additional presses and assembly
machines. This would be in excess
of the local demand.

I do not want to say very much
about the Hardware Corporation.
Commercial production commenced
in February 1966 with hinges, tower
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bolts and safety hasps. Production of
mammoties commenced in November
1966. The hon. Member for Nikawera-
tiya (Mr. M. Tennekoon) is not here :
if he is short of mammoties it is best
that he visit the Hardware factory
at Yakkala, and he will be able to
get the supply he wants. I do not
know whether he will come in a span
cloth or without it!

Other lines of production such as
spoons, chisels, brass locks, also
commenced late in 1966. The official
opening of the factory took place in
March 1967.

The contract for the establishment
of a cast iron foundry was signed
on 22.3.1967 between the corporation
and Messrs. Demag of Germany. Site
work has started and civil engineer-
ing works undertaken by the State
Engineering Corporation. The cost of
the foundry is Rs. 16 million, of
which Rs. 11.28 million will be the
foreign component. The foreign ex-
penditure is financed by a loan of
Deutsch Marks 7.4 million from KFW
and Deutsch Marks 4 million from
Hermes, two German concerns. The
foundary is designed to produce 7000
tons of cast iron products such as
pipes, pipe fittings, covers and frames,
etc., per shift.

Feasibility studies and market
research are now being conducted for
the establishment of a G. I. pipe plant
and a metallurgical plant for the
manufacture of tool steel and other
items of hardware and a sponge iron
plant for utilization of local raw
materials.

I also mentioned the work on the
Flour Mill, with Soviet aid.

In spite of the unusual and out-
moded cells, production of caustic
soda was maintained by the Paran-
than Chemical Corporation at over
80 per cent of rated capacity for the
second vyear in succession. The
corporation’s Indian consultants had
reported that the corporation should
be more than satisfied if they achieve
75 per cent of rated capacity. Rated
capacity is 1,200 tons per annum,.
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Manufacture of table salt was more
than double from 31 tons in the
previous year 10 89 tons this year.

Production of table salt will be
further expanded.

The manufacture of hydrochloric
qcid and potassium chlorate will
commence during this year. This will
consume about 400 tons of chlorine
annually. The main problem is the
question of chlorine. The more
caustic soda we produce the more
chlorine is released into the air and
all the buildings and other things get
damaged. The entire neighbourhood
gets damaged because chlorine 1is
corrosive. The steel industry is a
potential consumer of: H..C. L.,

Potassium Chlorate is used by the
match industry. The hon. Member for
Kolonnawa (Mr. Ilangaratne), the
man from Thumpane, is not here.
Otherwise I could tell him that raw
material need not be imported for
our match industry.

Future plans and general outlook
of the industry : Ceylon continues to
import about 2,000 tons of caustic
soda annually. The main problem in
expanding the local production of
caustic soda is the disposal of the
excess chlorine. Negotiations with the
German Democratic Republic autho-
rities for the establishment of a plant
for chlorinated rubber fell through
due to lack of markets for its
products. The production of hydro-
chloric acid and potassium chlorate in
1967-68 will utilize part of the chlo-
rine that now goes to waste. Possibi-
lities of export and greater use of
chlorine in local textile and paper
industries are being actively
considered.

Now I want to say a word about
the State Engineering Corporation.
This is known fo be one of the most
important construction organizations
in this country. Whenever we got
information from the P. W .D. that
they were unable to do a job, the
State Engineering Corporation under-
took the work and they have done
the work successfully. During the
year 1967-68 the corporation aims at


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1629
Suldm vy emQPsm, 1967-68

completing work to the extent of
approximately Rs. 48,000,300 as
follows :

Current projects :

Rs.

Enderamulla cast iron foundry.. 1,250,100
Mihintale Mahaseya 160,200
Katunayake Aerodrome 350,100
Karainagar Pier 69,500
Maskeliya New Town 2,920,000
Labour Seeretariat 2,160,000
Mirissa Fishery Harbour 1,545,000
Kankasantura Hospital 750,000
Puttlam Cement Project e 8,571,600
Approach road to Kelaniya bridge 1,200,000
Trade School, Maradana 1,934,400
Housing Project 7,400,000
Thulhiriya Textile project 12,000,000
Knnkasanturai harbour 3,000,000
Plywood Factory 3,000,000

Total 47,858,900

The corporation has now built up
a capacity for an annual turnover of
about Rs. 45 million. During the
current year itself plans are afoot
for increasing this capacity for a
turnover of Rs. 60 million.

It is in the matter of saving
a substantial amount of foreign ex-
change for the country by its activi-
ties that the corporation has made a
further useful contribution to the
country. But for the existence of the
corporation the projects detailed
above could not have been carried
out at so speedy a pace and at such
favourable costs. The major part of
the profits on these projects would
have been drained out of the country.
It would have also been necessary
to import into the country technical
personnel in different fields at great
cost.

During the last three years the

corporation has provided employment
to varying categories of employees
ranging from engineering personnel
down to easual labour as follows :

1964-65 5,262
1965-66 5,616
1966-67 5,866

4——&D 6050 (67/8)
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This, I believe, is the only corpora-
tion or the only government depart-

ment which has a computer and all
their calculations and other things

are made on this computer. The
services of the computer are
available even to the other
departments.

I wish now to say a word about the
Mineral Sands Corporation. The
installation of the Rutile Zircon Plant
at China Bay will be completed this
year. Test production of rutile will
commence in August 1967, while
production of zircon will commence
in October or November 1967.

Transport of tailings from Pulmod-
dai to China Bay commenced in Feb-
ruary 1967. Approximately 8,500
tons had been transported by May.

For the first time rutile and zircon
will be produced during this year and
will be available for export. Export
earnings from rutile and zircon
alone are expected to be in the
region of Rs. 2.6 million during 1967-
68.

The corporation has continued to
run at a loss up to date, as it has so
far been engaged in the extraction of
only ilmenite—the cheapest of the
minerals found in the beach sands at
Pulmoddai. Ilmenite is sold to Japan
at approximately £2 or Rs. 26 per
ton.

The price of rutile on the other
hand, c.if. European Ports is about
£44 per ton, while that of zircon is
approximately £27 per ton. The ex-
traction of these valuable minerals
during 1967-68 should enable the cor-
poration to make a substantial profit
for the first time this year.

The ilmenite extraction plant has
a capacity of handling 100,000 tons of
sand per annum. Production has so
far been limited to about 60 per cent
of capacity due to various factors, the
chief of which were: (a) sales were
confined to Japanese shippers due to
the nature of the handling operations
at Pulmoddai and (b) extraetion of
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ilmenite alone without simultaneous
extraction of zircon and rutile was
uneconomic.

The latter problem has now been
solved while ways and means of
overcoming the former are under
active consideration.

I do not want to say anything more
about the Leather Factory. But I
should like to say a word about the
Fertilizer Corporation, that is, the
fertilizer manufacturing corporation,
and not the Fertilizer Corporation,
which is only a distributary corpora-
tion. The acquisition survey, contour
survey and geological field investiga-
tions were completed by June 1967.
Acquisition proceedings will be
completed by the end of this year.

Two important decisions were
taken during this year, namely, the
location of the factory at Hapugas-
kanda adjoining the oil refinery.

The hon. Member for Dompe asked
me about the petro-chemical indus-
try. He does not seem to understand
the ABC of any industry. If he did,
he would not come out with silly
question of the nature he asked. The
oil refinery must produce and deliver
to the fertilizer factory mnaphtha.
That is the basis from which we pro-
pose to produce fertilizer. In order
to get to the petro-chemical indus-
tries you have to break naphtha into
further fractions. I do not think we
shall be in a position to do that for
another four or five years, and that
will mean the setting up of a second
refinery to obtain naphtha from it.
For the petro-chemical industries)
you have to break up naphtha into
further fractions. At present we pro-
pose to use the naphtha from the
refinery as our raw material for
fertilizer.

The second important decision that
was made during this year was the
determination of the capacity and
end-products of the factory. The
total nitrogen capacity was increased
to 146,000 tons per annum as against
the previously proposed capacity of
approximately 70,000 tons. The
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current nitrogen requirements of
Ceylon is estimated at 130,000 tons
per year. The increased capacity
would also make possible the use of
recent advances in the technology of
fertilizer manufacture leading to
substantial savings in power require-
ments. The  end-product was
determined to urea. It took a long
time for those who used urea to tell
us—the tea plantations are even now
unwilling to tell us because they are
committed to buying from abroad—
but reluctantly, the Director of the
Tea Research Institute has said that
urea is better, even for tea, than
ammonium sulphate. There was no
question that urea was better for
paddy, but the Tea Research Insti-
tute has now definitely stated that
even for tea urea is better than
ammonium sulphate.

As I said, the end-product was
determined to be urea as the manu-
facture of ammonium sulphate would
have involved considerable foreign
expenditure. Urea has 46 per cent
nitrogen as against ammonium sul-
phate which has only 20.6 per cent
nitrogen. And generally, the whole
problem of fertilizer is feeding nitro-
gen to your plant, and, if urea has
46 per cent nitrogen it is certainly
better than 20.6 per cent that ammo-
nium sulphate has with all the com-
plications of bringing in sulphur.
The acceptability of urea as the only
source of nitrogen for Ceylon’s crops
has been established.

The corporation entered into a con-
tract with a firm of consultants te
advise it on all aspects of the subject,

prepare specifications, ete.,, and
evaluate the offers when weceived
for award of a contract. We expect

the report before the end of Sep-
tember and action will be taken to
set up the factory.

A word about the Fisheries Cor-
poration. I must confess, the
Fisheries Corporation is a very diffi-
cult matter. The last Government,
when the hon. Member for Dompe
was Minister of Industries, was res-
ponsible for setting it up, but nothing
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had been worked out in detail—just
a corporation set up, called the
Fisheries Corporation. They went
on recruiting people and doing all
sorts of things. We are now going
ahead and we propose to deliver the
goods. Thirty eleven-ton boats, 2
tuna boats and 2 boats of the 20 to 80-
ton class were introduced to the cor-
poration’s fishing fleet during this
year. As a matter of fact, we have
a larger fleet than the Ceylon Navy.

A Grab Hopper Dredger was pur-
chased from Japan in 1967 for the
construction and maintenance of
harbours. Contracts were entered in-
to with Messrs. Promopeche of
France for the construction of shore
facilities at Galle Harbour. I do not
want to go into that. If necessary, I
am prepared to table the necessary
documents. Contracts were entered
into with a West German firm for
investigations, engineering designs
and plans for 10 Grade B harbours,
and also with Messrs. Scandia Con-
sult of Sweden for investigation of
the Trincomalee Harbour Project.

Further improvements were
carried out at the Mutwal Fishery
Harbour. The construction of the
breakwater and groyne at Tangalle
was completed. Work on the Mirissa
Harbour was taken in hand and the

contract was awarded to the
Engineering Corporation. The con-
tract for work on the Myliddy
Harbour was awarded to the
Engineering Corporation. Tenders

were called, closing on 25.8.67. for
installation of refrigeration equip-
ment at Beruwala. The construction
of the Beruwala Harbour took about
four to five years for completion.
Sites were selected for the construc-
tion of wholesale markets at Kandy
and Kurunegala.

The first export of fish took place
in July this year. Two tuna boats
which we purchased from Japan
went out fishing and they sold their
catch at Penang and we earned
Rs. 116,000 with the first catch. They
are out again, and we shall be earn-
ing foreign exchange. I remember
the hon. Member for Balapitiya
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(Mr. L. C. de Silva) arguing that the
people of Ceylon should eat tuna. I
think we can afford to eat some other
types of fish like thora, balaya and
other smaller varieties, and let tuna
earn a little foreign exchange for us
because we have to pay for these
boats, trawlers, tuna boats and
equipment of that nature. And it is
necessary to earn foreign exchange.
I am told that tuna is called kela-
walla. I wish the hon. Member for
Devinuwara (Mr. de Mel) was here ;
he knows a little more about fish than
I do. That is the position with regard
to the public sector.

Now a word about the work of the
geologists. The hon. Member for
Akuressa (Dr. S. A. Wickremasinghe)
never fails to criticize the work of
the Geology Department. He always
has a series of questions to ask but
he is never present when the ques-
tions come up here.

While the primary task of the
Geological Survey Department re-
mains the regional geological
mapping of the Island, priority was
given to the investigation of mineral
deposits to meet development needs
and the requirements of various in-
dustries. Mineral raw materials
investigated include (1) the glass
sands of the Madampe-Marawila-
Nattandiya area (2) the ceramic raw
materials in the Matale District (3)
the magnetite deposits of Paniren-
dawa (4) the iron ore deposits at
Karametiya and (5) the clay in the

Anuradhapura, Uda Walawe,
Mullaitivu and Hanwella areas.
Engineering geology investigations

were also undertaken in connection
with several development projects.

The last financial year saw the in-
auguration of the reconnaissance
survey of the little known south-east
sector of the Island which is one of
the main objectives under the Five-
Year Plan. The chief objectives of
the Five-Year Plan are the compila-
tion of a geological map of the entire
Island on the quarter inch scale and
the preparation of a mineral resour-
ces inventory. The plan provides for
the continuation of the regional
geological mapping on the scale of


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1635
Sauddm smn c@dl@sm, 1967-68
[eb 8 8. 8 @&kdddn]

two inches to a mile in order to com-
plete the south-west sector of the
Island and a rapid reconnaissance
survey of aproximately 7,000 square
miles in the south-east sector on the
scale of one inch to a mile. The south-
east sector was selected for the rapid
reconnaissance survey as it is the
part of the Island least known geolo-
gically and large parts of it are
inaccessible and under forest. There-
fore, this area provides the best
chance of finding outcropping
mineral deposits.

In spite of the severe shortage of
technical and professional staff, very
satisfactory progress has been main-
tained in the past financial year, and
approximately 850 square miles form-
ing a part of the south-eastern
reconnaissance survey were mapped,
while a little over 500 square miles
were mapped in the south-western
sector on the scale of two inches to
a mile.

Unfortunately, the printing of the
completed geological maps by the
Survey Department has been greatly
delayed and at the end of September
1966, there were no less than twelve
completed one inch maps awaiting
printing by the Survey Department.
These include the completed sheets
in respect of the following: Alut-
gama, Gampaha, Avissawella,
Ratnapura, Chilaw, Battuluoya,
Rakwana, Galgamuwa, Puttalam,
Ambalangoda, Ambalantota, and
Dandagamuwa.

The silica deposits of the
Madampe-Marawila-Nattandiya area
have been studied in great detail to
determine the depth of sands and for
the collection of bulk samples. Pilot
tests will be carried out on the bulk
samples to determine the exact
mineralogy of the sands to recom-
mend measures for the upgrading of
the sands. A supplementary pro-
gramme of diamond drilling was
undertaken at Panirendawa to obtain
additional data on the magnetite
deposit, which had been proved ear-
lier by the department to contain
between five to six million tons of
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magnetite, and the possibility of min-
ing the two northernmost blocks of
magnetite as a single unit.

Investigations in the Matale Dis-
trict have led to the discovery of
very large reserves of high grade
ceramic  materials, quartz and
felspar. We would be in a position
to export these valuable ceramic
materials soon. Fluorspar was detect-
ed in two of the drill holes and this
is the first record of fluorspar in the
Island. The mineral is of economic
importance in the steel industry,
principally in the basic open-hearth
process in which it is added as a
flux; it is also of importance in the
manufacture of hydrofluoric acid.
The department is engaged in
a jJjoint project: with the Ceylon
Ceramics Corporation in the study
and improvement of the mining, up-
grading and quality control of
kaolin to meet the specifications for
industrial uses. Some of the recom-
mendations made by the depart-
ment’s team of officers have been
implemented by the corporation and
the quality of the kaolin has shown
improvement as a result. The dis-
covery of magnetite at Karametiya
in the Badulla district was investi-
gated and further investigations will
be made to determine the extent of
the deposits.

Extensive clay investigations have
been carried out in several areas,
largely in connection with produc-
tion difficulties experienced by most
of the tile factories belonging to the

}:{fational Small Industries Corpora-
ion.

Tile factories have been -put up
without examining whether deposits
of suitable clay for the manufacture
of tiles was available. Sometimes we
had to transport clay from Anuradha-
pura to Yatiyana in the South in
order to mix with the clay at Yati-
yana for the production of tiles,

Definite recommendations have
now been made and these have
helped in a large measure to over-
come the production difficulties and
to improve the quality of tha tiles.


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

1637
Suldm smsf emPPum, 1967-68

A clay field was located for the
Mullaitivu factory where a plant had
been erected but could not be worked
due to lack of suitable clay.

Engineering geology investigations
undertaken in the past two years
include foundation studies in connec-
tion with the establishment of the
Oil Refinery at Hapugaskande, the
Fertilizer factory at Hunupitiya, the
Thulhiriya Textile Mill, water supply
investigationss for the Ceramic
Factory at Piliyandala, the Ore-
dressing plant at Pulmoddai, the
Industrial Estate at Ekala, and the
Leather Factory at Mattakkuliya.
This is a sphere in which the depart-
ment performs important advisory
duties and it has enabled the Gov-
ernment and Government-sponsored
corporations to obtain essential data
on foundation conditions without
having recourse to drilling contrac-
tors, and at a fraction of the cost
which would have been incurred had
contractors been employed.

With regard to the future
programme, the department is now
engaged in the exploration of the
limestone deposits in the Puttalam
North area in connection with the
Second Stage of the Puttalam Cement
Factory. Earlier investigations
carried out by the department in the
same area had proved 20 million tons
of high grade limestone which is
adequate for a 200,000 ton cement
plant for 60 years. The investigations
for ceramic raw materials in the
Matale district are continuing, while
the department is participating in
the seismic survey of the Jaffna
Peninsula and the north-west coastal
belt as a preliminary to oil explora-
tion. A diamond drill and two drill
crews are engaged in this project.
Plans for the future include further
detailed studies of the Gondwana
basin in the Puttalam and Chilaw
districts where investigations carried
out by this department have proved
a great thickness of ecarbonaceous
shales. The progress of this investi-
gation is awaited with great interest
as similar rocks on the Indian conti-
nent are associated with coal
formations.
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Arrangements have also been made
to carry out foundation investigations
at sites selected for the construction
of fisheries harbours.

I have taken a little more time
than I expected, but I think it is
worth-while to place these facts
before the House, because this Gov-
ernment is determined to develcp
industries in this country. With the
expansion and the increasing mecha-
nization of agriculture, the surplus
available for employment on indus-
trial development is likely to increase
every year.

With regard to the unemployment
problem, we are finding it difficult
even to get rid of the backlog that
the S.L.F.P. Government accumulated
during its term of office. By the way
the increase in the population last
year was very strange. There was
no increase in the birth rate, but
there was an increase in the death
rate.

The alarming increase in the birth
rate has definitely come to a halt. I
do not know whether this is due to
the work of the Family Planning
Association or to the attitude that
the more enlightened people in this
world are taking with regard to the
question of birth control. But in
India—this is a matter which comes
under the purview of the Hon.
Minister of Health and I do not want
to say anything much—they have
begun to realize that the annual rate
of increase of 10 to 12 million is
alarming. They are finding it difficult
to obtain sufficient food supplies for
this increasing population. In Ceylon
too, I think we should adopt a
sensible attitude on this question to
see that children who are born are
given a chance of developing to
be normal healthy children, rather
than to have a larce number of
children who will find it extremely
difficult to survive even the early
childhood years.

With the help of the Swedish team
and of the Department of Health, I
think by next year the Government
will take up this question.
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All old prejudices must be shed.
We are living in a modern world. We
have to look at things not only from
the point of view of the procreation
of a large number of children or the
survival of a race or a nationality
but also from the point of view of
giving every child that is born the
opportunity of developing into a fully
healthy child and all the opportuni-
ties that society ought to give him.
Also, there is the question of bringing
up the children—a burden that falls
largely on the mother. All those
matters have to be kept in mind.
Today, even in Ceylon, women are
increasingly entering the professions
and securing employment generally,
and this whole problem has to be
even looked at from that point of
view. So Ceylon too must keep pace
with modern development. I say this
in passing, but that is the position.

can B
(it L

I wanted to say a few things for
the edification of my hon. Friend the
Member for Dompe (Mr. F. R. Dias
Bandaranaike). I am sorry he is not
here. The hon. Member for Agala-
watta (Dr. Colvin R. de Silva) is also
not here. He said that I was dead. I
do not know whether a dead man can
do the things I do. I am 67, it is true,
but I am still capable of doing a little
work—not very much, perhaps, but a
certain amount of work. I do not
like to call people names, but I would
like to say that the hon. Member for
Agalawatta, who belongs to a parasi-
tic profession, is the prince of para-
sites. He should not come here and
say things without giving them care-
ful thought.

I know him well. I sympathize
with him because I taught him the
elements of politics. I do not think
he ever delivered a presidential ad-
dress in the conferences of the Lanka
Sama Samaja Party in the first five
years without first getting me to care-
‘ully go over the political line. Iwish
he were here ; it is a pity that he is
not here. T still remember the day
when we were travelling to Kandy
and he asked me, “Philip, what is
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this permanent revolution they are
talking about ? What is it ?” I said,
“Colvin, it is a difficult matter; to
discuss this matter it will take us a
few hours”. And now he comes and
says that politically I am dead. Why,
Sir, they announced in 1943 that I
was politically dead. As a matter of
fact, the hon. Member for Panadura
(Mr. Leslie Goonewardene) and the
hon. Member for Agalawatta issued a
communique from somewhere on
behalf of the Bolshevik-Leninist
Party of India, Burma, the Maldive
Islands and Nicobar, expelling the
hon. Member for Yatiyantota (Dr.
N. M. Perera) and myself from the
Lanka Sama Samaja Party for
deviation.

It is a pity he is not here because
I would have liked to say a few
things. I know a little about his poli-
tical activities, how difficult it was to
keep him in the political . field, that
all that attracted him was the filthy
lucre at the Bar, which sometimes
prevented him from attending to his
political duties.

Well, to make a long story short,
Sir, in these Bolshevik-Leninists—I
used to call them parlour Bolsheviks
—I do not think there was much of
Bolshevism at any stage, but the
parlour is still there.

I have fought for the independence
of this country from imperialism
much more than any of these people
—from the time I was a little child
of 14 years when my father was con-
demned at a court-martial to death.
That was the time I started to open
my eyes. I have not sold the past to
anybody. When I co-operated with
the late Mr. S. W. R. D. Bandaranaike
in 1956 in the M. E. P. Government,
they condemned me saying, “ Philip
has betrayed the working class. He
has betrayed their cause.”

After some time when I had
differences with the late Mr. Ban-
daranaike and I found that it was not
possible to do certain work I said,
“Here you are, here is the portfolio !
I am going home. I will sit on the
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other side of the House.” But what
happened ? A few months later he
was assassinated. Before his body
was cold these people were taking it
round. They thought that they had
got an opportunity. And then later
they brought into the political field—
Where is this Leader of the Opposi-
tion 2—that old feudal lady from
Mahawalatenne who combines the
low-country landed aristocracy as
well as the arrogant up-country
feudal aristocracy. They thought that
she was the leader, a new leader, for
a socialist movement, for an
independent Ceylon.

Sir, it is rather tiring to talk to
empty benches particularly when the
people to whom you like to talk are
not here.

In the Lanka Sama Samaja Party
there is no movement. It is a bloody
monument to the stupidity, the sel-
fishness and incompetence of its
leaders.

I will co-operate with anybody who
is ready to defend the independence
of this country, who is ready to go at
least a step or two in the economic
reconstruction of this country, to
build it up. I spent three years in the
M. E. P. Government of the late Mr.
Bandaranaike and I might say that I
did fairly useful work. Perhaps, it
is the only type of work they can
boast about today when they go to
the rural areas—the Paddy Lands
Act, the Multi-purpose Co-operatives
and various things. They were my
work and not Mr. Bandaranaike’s
work, nor Mrs. Bandaranaike’s, nor
the work of this wind-bag from
Dompe who spent even his early
adult years in the ivory towers of
the Mahanuga Gardens. We did not
hear of his socialism at the univer-
sity, we did not hear of his socialism
even during the M. E. P. Govern-
ment of the late Mr. Bandaranaike,
but after that he developed his
theory of Dompe Socialism.

Well, Sir, as far as I am concerned,
I am interested in safeguarding the
sovereignty and independence of this
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country, whether it be from the two-
armed camp or the three-armed camp
I do not know. We are a non-aligned
country. We have friendly relations
with all countries and we try our best
to see that those friendly relations
are maintained.

The hon. Member for Agalawatta
said that I was dead. I remember
reading some time ago in an
Indian newspaper a speech made
by the Secretary-General of the
United Nations, U. Thant. On the
11th May he said that he feared
that the initial phases of World War
Three had begun. He is a well-in-
formed man, a man who can feel the
trend of events. The position he occu-
pies as Secretary-General of the
United Nations also gives him enor-
mous resources of information. He
must be well-informed. He said that
he sees signs today of the climate that
existed before the Second World War.

Then, there was another person,
Einstein who said that when the Third
World War came, it would be foughit
with hydrogen bombs which would
annihilate all life on earth.

S0, it means little whether I die now
because everyone must die during that
war and there will be no life left on
earth. What is imporitant is that small,
non-aligned countries like ours must
see that peace is maintained.

I remember attending a conference
in Delhi in December 1963. The then
Prime Minister of India, Mr. Jawa-
harlal Nehru and Mr. Krishna Menon
were also there. There were represen-
tatives from various countries. Mr.
Nehru said, “If atomiec war takes
place, there will be very few living
beings left.” I saw him several times
when I was in Delhi. He was a broken
man. He had great confidence in some
nations at the time, in their indepen-
dence and in their sovereignty. But
he was disillusioned, and in the fol-
lowing year he died.

There have been conferences of re-
presentatives of non-aligned nations.
Certain Opposition Members also
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have attend them. I do not know
whether they knew what was going
on. I have my doubts.

We are in the Third World War.
Before the Second World War most
weapons were ltried out in Spain.
Weapons of war are being tried out
today in various parts of the world.
It is more important to see that war
does not take place, to see thalt peace
is maintained, rather than to take
sides and call somebody the aggressor.
It is much more important to preserve
peace than !to name somebody as the
aggressor. U. Thant, Secretary-
General of the United Nations, who
was here a few months ago, made the
position very clear. So far as this
small country is concerned, we cannol
be in any armed camp. We should
exert every ounce of our energy to see
that peace is preserved and non-
alignment maintained.

Well, Sir, these are the things I
wanted to say but what is the use of
saying lthem when the peopla for
whose benefit I wanted to say them
are not here ?

The Member for Dompe (Mr. F. R.
Dias Bandaranaike) made such a big
fuss about the standards of this House
going down because of a speech of
mine. I read that speech. There is
nothing there—absolutely nothing. I
never said anything against the
Leader of the Opposition. I read the
report in Hansarp. What did I say ?
I said, Do not blame this Government
and say that it is vindictive when you
yourselves did things which were
much worse. I do not think Ithis
Government did anything of that
nature. I do not think this Govern-
ment gave instructions to the Alftor-
ney-General to prosecute anybody. On
the facts of the case they prosecuted.

But I know that the late Mr. Ban-
daranaike gave instructions to the
person who was a¢ting for the Attor-
ney-General, Mr. Jansze, when he was
in Kandy on some other business, to
prosecute me for criminal libel. And
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comes to this House and says: “ Mr.
Bandaranaike was very fair ; Mr. Ban-
daranaike wanted even a Mnisiter of
his Government prosecuied.” I knew
Mr. Bandaranaike only too well.
I know the reason why he wantad me
prosecuted. It was not a ques.on of
being fair. I do not wanft to go into
that. But do not say that this Govern-
ment is vindictive when the most vin-
dictive people have been in the
S. L. F. P. when they were in power.

Whalt is the use of saying anything
when the Member for Dompe is not
here, when the Member for Agala-
watta is not here, when even Mangala
Moonesinghe is not here. ®&-»@
e ED e 26083 The Member
for Devinuwara is not here. If he
were, I could have asked him a few
questions about certain matters
which he cannot deny.

The Member for Dompe said thalt I
was anxious to get into the Cabinet of
Mrs. Bandaranaike. After I am dead,
in my memoirs the full story can be
read. I do not want to comsa out with
it now. When I have discussions with
a person I do not normally come out
with the details of those discussions.
That is the position. But the Member
for Dompe did not play a very honour-
able part in that matter. That I know.
The full details will be known after I
die when somebody reads my
memoirs, which I am writing.

Well, Sir, as far as industries and
fisheries are concerned, we have made
progress. We can look with confidence
to the future. With the assistance of
science and technology the industrial
development of this country will go
on.

The Minister of Agriculture is not
here but I want to say this about the
tea industry. In the field of re-
search we have made terrific
progress as far as our tea is
concerned. A major break-through
has been made by one of the scientists,
Dr. R. L. Wickremasinghe. He has
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succeeded in isolating the flavour of
tea. You know what that means. Low
quality tea can be made into high
quality tea. He has succeeded in this
and he has written a paper on his
research in “ The Tea Quarterly ” of
June 1967. At page 208, this is what
Dr. Wickremasinghe says :

“The keto-acids in tea flush and the
changes they undergo during manufac-
ture were investigated and it was found
that the amounts of g—keto iso-caproic
acids increased during withering and then
decreased during fermentation, and also
that the production of this keto-acid
reached a high level in flavoury weather
conditions and was especially high in
flavoury clones, e.g., DTIL.

. Based on these observations, the theory
is proposed that development of flavour
1s dependent, in the first instance, on
conditions which are suitable for the for-
mation of g—keto-iso-caproic acid from
leucine by transamination with appro-
priate keto-acids, e.g.,, a—keto-glutaric
acid. In conditions of bright weather, it
may be expected that there would be
an accumulation of keto-acids in the leaf
due to a rapid rate of carbon dioxide
fixation leading to formation of glucose,
which is one of the precursors of keto-
acids. If at the same time weather con-
ditions are dry, the absorption and trans-
port of nitrogenous material from the
soil would conceivably be retarded, and
hence the high level of keto-acids pro-
duced by the bright weather conditions
would not be reduced as a result of their
conversion to amino-acids by amination.
Both of these speculations, viz. high level
of keto-acids and low level of total
amino-acids in flavoury weather condi-
tions have been borne out in quantitative
studies of these two groups of com-
pounds. ”

Dr. Wickremasinghe has already
made a major break-through in this
field.

“However, although the level of total
amino-acids is low, it is possible that the
amount of leucine relative to that of the
other amino-acids is higher than at other
times of the year, and this relatively
higher amount of leucine confers on it an
advantage over the other amino-acids in
the competition for transamination with
the available keto-acids. In this connec-
tion evidence has been obtained that tea
flush does, in fact possess an anzyme
system capable of effecting transamination
between leucine and a—keto-glutaric
acid. One of the products of this reaction
has been identified as g—keto-iso-
caproic acid, and hence there is no doubt
that tea flush is equipped with the
enzymes and substrates required for the
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first step in the transformation of leucen
Lol terpenes, 1o tne subsgquer_lt conver-
sions of g—keto-iso caproic acid, the key

intermediate is mevalonic acid, because
this acid is the most important precursor
of the terpenes, caro-tenoids and sterols of
plants. The separation and identification
of radioactive mevalonic acid after feed-
ing flush with radioactive leucine, there-
fore, afforded evidence in strong support
of the theory being outlined. The further
evidence for the conversion of mevalonic
acid to terpenes was provided by the
detection of radioactivity in the steam
volatile fraction, and the observation that
the major part of this radioactivity could
be traced to a compound having the pro-
perties of a terpene. Some additional
evidence in support of this theory was
provided by the observed increase in the
amounts of coenzyme A and manganese
in tea flush during periods of fllavoury
weather, and also by the detection of a
phosphatase system, all of which are
involved in' the pathway of conversion
of leucine to terpenes. The enhancement
of flavour by cold nights following
bright, dry days is possibly due partly
to a further retardation in the transport
of nitrogenous material from the roots
to flush, and partly to the effect of cold
in encouraging the preservation and acti-
vity of those enzyme systems which
catalyse the formation of essential oils,
(composed of terpenes), ‘which enable

plants to better withstand the cold
conditions.
The work described above, which

forms part of the investigations carried
out during the past two years, has thrown
some light on the biochemical mecha-
nisms responsible for the development of
quality and flavour during the manufac-
ture of black tea, and also forms the
basis of investigations carried out by the
TRI for the production of a high quality
flavoury instant tea, and modifications in
the manufacture of flavoury, black tea.”

This is a major break-through. Very
few people know this. As a matter of
fact after Dr. Wickremasinghe found
this out I understand a very big
executive of a firm from England
flew to Ceylon and offered Dr. Wick-
remasinghe a salary that no Ceylo-
nese scientist has ever been paid.
Dr. Wickremasinghe refused to accept
it and he continues in the T. R. I

In the field of science and
technology we have people who are
able to make a major break-through,
and the industrial future of this
country can be bright.
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0556)

(Mr. Bernard Soysa—Colombo South)

I must first express my thanks to
the hon. Member for Habaraduwa
(Mr. Prins Gunasekera) for allowing
me to precede him in today’s Debate.
It is a very difficult matter after
listening to the Hon. Minister of
Industries and Fisheries to confine
one’s remarks to this Budget because
apart from a development of the
subject of industries and fisheries the
Hon. Minister chose this occasion to
deliver a fairly lengthy apologia pro
vita sua. The terms of that apology
were couched in language which was
strangely reminiscent of the old days
when a Philip Gunawardena, mili-
tant, fighting British imperialism and
local capitalism——

Q@)

3, Y. DD DY O Q.
¢35 )

(r@@ R. orovw. &orermisr—Go Genuiri)

(Mr. C. N. Kannangara—Deniyaya)

He still is.

(6B

AEEND cwnBew .
(B Quirey Qerisr)
(Mr. Bernard Soysa)

was able to inspire persons into
following him even to the extent of
asking him while travelling in a car:
what is the Permanent Revolution ?
We have now passed from the age o
Permanent Revolution to the age of
permanent decline in political mora-
lity on the part of the Hon. Minister
of Industries. Sir, I shall take a few
minutes subsequently to deal with
these manifestations of senile delin-
quency in politics in a manner which
is more worthy of the Hon. Minister.

cuC sy Hwiy .

(8 Qaporpper gubiian)

(Mr. Shelton Jayasinghe)

Utterly stupid! Whom are you
speaking of, the Member in front of
yvou or the Member across the Floor ?
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AEsND cnRes Do

({55@. @u.ﬂ%@;_’ QeFriiFr)

(Mr. Bernard Soysa)

I am speaking of the Member in
front of you.

cBCE O LwBon .

(B Qapappeir ubEaD)

(Mr. Shelton Jayasinghe )

I will look after him, you look after
your Member.

ahde Y. 28. cuweds
(swnﬁl@ ererr. erid, QuGrrm)
(Dr. N. M. Perera)

I think you will have to look after
him in the end!

BEBNE @ Desn.

(r@@ Q@ Qarusr)
(Mr. Bernard Soysa)

To come back to this Budget, the
Hon. Minister of Finance is truly a
a wizard. Whether his financial
wizardry is derived, as my hon.
Colleague from Yatiyantota said,
from these various gentlemen who
are walking the Government offices
under the patronage of the World
Bank, the I. B. R. D,, the I. M. F. and
so on, or whether he derives his
wisdom and his wizardry from
strictly native sources, from his
native Wanni, I do not know. But I
have never seen a budget deficit of
such a magnitude disappear so
rapidly as in the hands of the
Hon. Minister of Finance.

When the Estimates were presented
we were faced with a 995.5 million
deficit on the figures given in this
buiky document which was given to
us. Of course, he adjusted the figures
subsequently in his speech, and
within 15 minutes that deficit just
vanished.

~What are the principal charcteris-
tics of the Hon. Minister’s Budget ? He
has been complimented on not plac-
ing new burdens on the people. There
are no new tax burdens ; there is no
further cut in subsidies. He has been
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complimented on a streamlined
Budget. So much so that my hon.
Friend from Akurana (Mr. Hameed)
completing the last line of one of his
verses, predicted confidently—he
seems to have a line every year !—
that the Hon. Minister is not going
to be a casualty. I sincerely hope and
trust, in a purely personal sense,
whether it applies to the Hon. Minis-
ter of Finance or the Hon. Minister
of Industries, that there will be no
personal casualties. We wish them

long life—mot as Ministers.

What are the broad features of this
Budget ? The Hon. Minister has
skilfully disguised the real situation
that is obtaining in this country des-
pite the dark terms in which he
talked about the financial deficit that
is facing us, the balance of payments
troubles, the crisis in tea, so on and
so forth. The Hon. Minister very
skilfully hid what he was really do-
ing. The principal feature of . this
Budget is that there is a tremendous
burden being placed upon the people
of this country, the burden of prices ;
and not merely has he provided the
machinery within this Budget to
keep the prices as they are, in some
directions preventing their dropping,
but he has also provided the machin-
ery by means of which further price
rises are to be expected. That is the
true secret of the matter.

He may not have placed tax
burdens on the people of this country;
he may not have directly hit the
masses of this country in any way ;
but he has framed a Budget, the
basic philosophy of which, the
strategy of which must result in fur-
ther price increases despite all the
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controls that these Ministers may talk
about. And that is the tragedy of this
Budget. It is the tragedy of this
country that the third Budget of the
Hon. Minister, far from stemming the
increase of prices that the people had
a right to expect on the basis of their
promised programme of price decrea-
ses during the elections, has been
framed on the basis of policies dic-
tated from somewhere else, and can
only inevitably result in further
price increases.

As far as the rich, the elite, in this
country are concerned—the new rich
and the old rich, yes, even the rich
feudalists that my Hon. Friend, the
Minister of Industries, talks about—
no new burdens are placed upon
them. There are no new tax burdens
placed upon them. But before I con-
clude I shall demonstrate that in
addition to all the reliefs that the
Hon. Minister has so far given, by
the time his Taxation Commission
proposals come to be implemented it
is very likely that there will be
further relief given to them.

I have the greatest respect for my
Hon. Friend, the Minister of Finance,
as a person who seeks to speak the
truth. Therefore, when I say what I
am going to say next, I do not apply
it in any personal sense at all. What
stares you in the face when you
contemplate this Budget is one great
lie—the lie in relation to figures. If

you examine the Hon. Minister’s
revenue figures and his expenditure
figures, what stares you in the face
is a big lie. And I will go back to his
earliest Budget in order to demons-
trate what I mean. If you go back
to the Hon. Minister’s first Budget
of 1965, what were the statements he

made to us in regard to what
intended to do ? 5 e
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The Hon. Minister of Finance in presenting his Budget for 1965-66

gave his estimates as follows :

s,
Million
Haxpenditure :
Recurrent expenditure % o 1,923
Less Sinking Fund contributions and Amortisation payments . . 97
1,826
Less 2% per cent. under-expenditure 46
1,780
Revenue : 1,884
Surplus in eurrent account 104
Capital expenditure i 577
Sinking Fund contributions, &e. 97
674
Deficit .. 570

Then he said the following :

“As in previous years, local borrow-
ing and foreign aid will fill a substantial
part of the gap. Funds to be obtained
from local borrowing next year are
expected to be Rs. 275 million as com-
pared with about Rs. 250 million in the
previous and current years. Foreign aid
receipts in connnection with projects in-
cluded in the Budget will be around
Rs. 175 million. Administrative borrowing
is expected to yield Rs. 25 million next
year compared with Rs. 59 million in
1963-64 and Rs. 10 million in 1964-65.
Thus, the total amount of funds to be
raised by borrowing and foreign aid add
up to Rs. 475 million, leaving an un-
financed gap of Rs. 95 million ”.—[OrFI-
ciaL Report, 9th August 1965; Vol. 61,
ce. 142-4.]

Having said that, he went on to
give his new tax proposals, leaving
with him a net increase of Rs. 14
million in revenue which, he said, will
reduce the unfinanced budgetary gap
from Rs. 95 million to Rs. 81 million.
He said :

“It is proposed to cover this gap by
borrowings from the banking system.

Local horrowing
Foreign aid
Administrative borrowing

This amount, I must point out, is well
within the amount of expansionary
finance that is consistent with the im-
provement in total supplies that we shall
have over the next financial year, to-
gether with restraints on commercial
bank credit to the private sector.”—
[OrriciAL.  REePORT, 9th August 1965;
Vol. 61, cs. 145-6.]

It was a Rs. 81 million unfinanced
budgetary gap that he talked about
in 1965.

Now this is what he said in his
Budget Speech for 1966-67 :

“At the time the Rudget for the
current year was passed, estimated
revenue for 1965-66 was expected to be
Rs. 1,898 million, recurrent expenditure
Rs. 1,924 million and capital expenditure
Rs. 578 million. As the total estimated
expenditure was thus Rs. 2,502 million.
the excess of expenditure over revenue
was Rs. 604 million. With the usual pro-
vision of 2% per cent for the recurrent
under-expenditure, the Budget deficit
was expected to be Rs. 556 million and
this was to be financed as follows :

Rs. Million
275
175
25

Total 475
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The unfinanced gap of Rs. 81 million was

to be covered by borrowing from the
banking system.

These estimates have now to be re-
vised in view of certain developments
on the revenue side, on the one hand,
and on the expenditure cide, on the other.
—[OrFiciaL. ReporT, 29th July, 1966 ;
Vol. 68, c. 39.]

Rupee Loans
Treasury Bills .. :
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This is what the Hon. Minister says
in respect of his Budget deficit, now
that the position is really known :

The Budget deficit or the excess of
total expenditure over revenue was
Rs. 628 million. There were also net pay-
ments on account of advance account
operations of Rs. 37 million, resulting in
a total resource requirement of Rs. 665
million. This was financed from the
following sources :

Rupees
Million

325
124

Central Bank advances (including contributions to IBRD and

ADB) S 58

Foreing aid consisiting of project loans and commodity loans and

grants
Administrative borrowing
National development tax

These sources enabled the Government
to obtain Rs. 83 million in excess of the
financing requirements, which was
utilized to augment cash balances. The
net expansionary impact of Government
fiscal operations in 1965-66 was Rs. 122
million, as against Rs. 35 million in the
previous financial year and Rs. 163
million in 1963-64.”—[OFrriciAL REPORT,
25th July 1967 ; Vol. 73, cs. 24-25.]

What he really wants to tell you,
Sir, is that the unfinanced gap that
he talked about, originally estimated
at Rs. 95 million, subsequently
brought down to an estimated figure
of Rs. 81 million, ended up as an
unfinanced gap of nearly Rs. 124
million, and that he resorted to the
traditional methods of creating
money for the purpose of financing
the gap. Apart from the expansionary
sources of bank borrowing, the Hon.
Minister had to fall back upon
Treasury Bills for the purpose of
finding the money.

How far has he gone off the mark
in this matter compared to what he
anticipated in 1965 ? There was only
one unestimated element that the
Hon. Minister can point to, and that
is the weather. Apart from that, there
was no other reason ; tea prices had
not begun to collapse; other export
prices had not collapsed in the same
disastrous way as happened in 1956.
He anticipated that there would be
a collapse. What was not expected

50

136
112
1

was the weather. But despite that,
how far out is he on his figures 72—
[Interruption]. That is why I say
that, on the basis of his estimate for
last year and the unfinanced gap that
he budgeted for last year, when he
delivers his next Budget speech and
we get the total picture in respect
of 1966-67 we shall find that his
budgetary gap, which was unfinanced
and had to be financed from expan-
sionary sources, was very much
greater than what he anticipated.

Now, on the basis of those figures
being so far out from what he had
stated, I wonder where the Hon.
Minister is going to end with his
current Budget ? That is why I said
at the outset that what faces us, on
these Budget figures, is one big lie.
The Hon. Minister’s Budget is like—

The young lady of Skye
With a figure like a capital ‘1°.
She said, It is too bad,
But, of course, I can pad ;
Wi]:iCh shows you that figures can
ie.

That, Sir, is a true description of the
Hon. Minister’s Budget.

Sir, in the current Budget the 1lon.
Minister has taken into account the
savings that he anticipates on rice.
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In respect of the year 1966-67, he
anticipates a saving of Rs. 150 to
Rs. 157 million. If you take the
amount budgeted for the Food Com-
missioner, you will find that the
fisure is still very high. Why is that ?
Because the poor Minister of
Finance, despite the fact that he has
saved on the one measure of rice
taken away from the poor man, has
had to supplement the other with
extra purchases of flour, purchases
which will involve him in a much
bigger deficit.

On the other hand, what is this
Budget really based upon? If you
go through the figures which were
given to you by the hon. Member for
Yatiyantota (Dr. N. M. Perera), you
will see that the real basis of this
Budget is what is expected to be the
‘spill-over’ of consortium aid from
the first and second programmes.
That is the real crux of this Budget.
The Hon. Minister expected some
Rs. 479 million from consortium aid,
of which he has got the miserable
amount of Rs. 139 million, and there
is the ‘spill-over’ which is expected.
It is with this anticipated ‘spill-over’
and the counterpart funds that are
going to accumulate as commodity aid
that is yet to come that the Hon. Min-
ister expects to balance his Budget.
But he dare not come to this House
and state that, because his Budget
would then be a purely speculative
budget. He dare not state that it is on
the basis of expected commodity aid
which he has not got, on terms
accepted in the past, that he is going
to finance the budget. His Govern-
ment cannot say that on the Floor
of this House. Therefore, they say

they are expecting to finance
this Budget out of some
Rs. 350 million from local loans
and administrative  borrowings.

Rs. 130 million from Project Aid and
Rs. 125 million from the Counterpart
Fund. That is the modest amount
that he has budgeted for. But the
real fact is that in the balancing of
his Budget the Hon. Minister is rely-
ing upon what is called the spill over
of the first and second programmes
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that have been mentioned in his
Foreign Exchange Budget. I quote
from the Foreign Exchange Budget

page 5:

« Under the 1st and 2nd commodity aid
programmes for 1965 (second half) and
1966, approximately Rs. 421 million was
pledged, of which only Rs. 139 million
was received by the end of ’1’968, the
balance spilling over into 1967.

Does he expect that the real differ-
once between these two figures,
Rs. 139 million and Rs. 421 million,
will spill over into 1967 and he will
get something in the neighbourhood
of Rs. 200 million ? Is that what he
is expecting to get ? Even if he does
get that, to what extent is it going to
help him out of these financial diffi-

culties.

That is the real question that faces
us. The Hon. Minister’s Budget is
therefore based upon a set of ficti-
tious fisures purely related to a num-
ber of circumstances over which he
has no control. It is easy to say that
we are not in a position to command
commodity prices. It is easy to say
that we cannot dictate to the weather.
He is also relying on other sources
over which he has no control. And
of the grand sum of Rs. 421 million
which he expected, he has only got
Rs. 139 million, and that was expected
to cover his expenses of last year.

In regard to the revenue prospects
that he envisages this year he finds
himself in a very curious position. If
we take him on the taxation side what
does he expect from Inland Revenue ?
In regard to that matter the Hon.
Minister had a duty by this House to
tell us about his expectations. He
introduced a new scheme of taxation.
The last remnants of Kaldor were
buried, but he called his new scheme
a return to Kaldor, because apart
from the expenditure tax which Kal-
dor had which was to act as a goad
towards driving people, the entre-
preneur, into development, he used
what he thought was also a Kaldorian
devise, the approved savings relief.
The Hon. Minister had a duty cast on
him, having experimented with
this approved savings scheme over
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the last year, to tell us of the results
that he had achived. But he did
not tell us. He has not taken us into
his confidence, and the Administra-
tion Report of the Commissioner of
Inland Revenue is delayed. We still

“Head IV—Income Tax, Estate Duty,

Actual Revenue for 1965-66
Original Estimate for 1966-67
Revised Estimate for 1966—67
Estimate for 1967-68

There is a drop of Rs. 8 million. The

Hon. Minister of Finance has a
curious system of budgeting. Having
given the Inland Revenue figures in
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do not know what exactly has
happened. But the figures that the
Hon. Minister gives, the estimates
in regard to Inland Revenue are
themselves interesting. Thesel ‘are

the figures in the estimates :

Stamps, Excess Profits Duty, &c.
Rs.

322,592,414
309,020,500
310,520,500
302,520,500 *
that form in the Estimates, in his
Budget he gives another set of figures.

When he comes to the question of
bridging the deficit he says :

“The ways and means of financing the to earlier, may be summarized as
Budget deficit of Rs. 889 million, referred follows : —
Rupees
Million
(1) Local Loans .. 350
(2) Foreign Aid (Project) kg 125
(3) Use of Commodity Aid Counterpart Funds 150
(4) Administrative Borrowing .. A A 25
(5) Use of Profits and Reserves of State Corporations and Under-
takings 2 L o i 30
(6) Increase of Import Licence fee from 1 per eent. to 10 per cent. 80
(7) Increase of Excise Duty on Tobacco by Rs. 4.50 per 1b. - 15
(8) Speedier recovery of tax arrears i B 15
790"

[OFFIcIAL REPORT, 25th July 1967 ; Vol. 73, c. 64.]

Now, Sir, this is a very curious con-
cept. In this bulky book of Revenue
and Expenditure for 1967/68 he states
that he expects from the Inland Re-
venue Department a total of Rs. 302.5
million. Then he states that on the
basis of that estimate there is a deficit,
and one of the elements that is going
to help him to bridge the deficit is
another Rs. 15 million from the Inland
Revenue Department !

SBE O LBosn s,

(8. Qopeppair souiGirrgn)
(Mr. Shelton Jayasinghe)
Arrears of income tax.

81T cenBen e,

(B Quiey Qerdisr)

(Mr. Bernard Soysa)

Whatever it is that you are geing to
set up, how are you going to get it ?
If the Hon. Minister was, careful. in

regard to this break down, he had to
give us a further break down. What
is it that you have lost by way of ap-
proved savings ? What relief did you
get by way of your amnesty ? What
is it that you are losing under it ?

@BEOsY &csficen @can.
(S Qapdpper gubren)
(Mr. Shelton Jayasinghe)

You said in your last year’s spee-
ches thalt the amount is about Rs. 200

million.

DEEHD ceuBs S,
(S Quiey QsriiFr)
(Mr. Bernard Soysa)
Regarding what ?

CBE OBY Sewlicey s,
(8- Qopevppair spuiQrran)
(Mr. Shelton Jayasinghe)

Ineome tax.
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(B GQuiie_ QaFriisr)
(Mr. Bernard Soysa)

I am not asking you to quote my
figures. I think these estimates come
from the Minister’s own department.
If he is prepared to accept my figures
given last year as a correct prophacy
I have no objection, but I would not
like him to adopt my figures without
first testing them with the depart-
ment and giving us the true position.

To what extent was your shortfall
in respect of approved savings set off
from what you got from your
amnesty ? A duty is cast on the Hon.
Minister to tell us that.

Sir, there are some interesting facts
about this amnesty which the Hon.
Minister has not told us, and I want to
come out with certain facts which I
am sure the Hon. Minister will not
deny.

Let us remember thalt this was the
second amnesty. The first amnesty
was given by the hon. Member for
Yatiyantota when he was Minister
of Finance. There were certain
declarations that were made by
taxpayers with the second amnesty
given by the Hon. Minister of
Finance. They declared profits which
had not been disclosed in respect
of income tax earlier. The new
declaration was .as high as Rs. 140
million. Is that correct ? That was the
declaration of undisclosed profits as a
result of the Hon. Minister’s amnesty.
Let this House take note of this very
startling fact: of the Rs. 140 million
undisclosed profits, over Rs. 100 mil-
lion came from lthe import and dis-
tribution trade. Those were the same
people who declared their undiselosed
profits during the time the hon.
Member for Yativantota was Minister
of Finance. Having once made a dec-
laration, they come to the second de-
claration and show undisclosed pro-
fits to the extent of Rs. 105 million ;
that is over and above what they
declared earlier genuinely, as they
said, for the payment of tax.
If you vrelate that sum to
the quotas granted to these people,
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you can estimate the rate of
profit they have made and the extenit
of their profiteering. I say, there
need be no further argument in re-
gard to the necessity for the com-
plete take over of the import trade
in this Island. No further argument
is needed.

From these amnesty revelations—
the Hon. Minister will not dare to
deny it—that is, out of a total decla-
ration of Rs. 140 million of wundis-
closed income, Rs. 105 million was
profits from import and distribution.

I have been searching for some in-
formation as to what are thesz ven-
tures to which the Hon. Minister has
granted tax relief through approved
savings. One of them is the retail dis-
tribution system for vegetables and
meats, the Farms and Retail Markets
Limited, at the opening of which at
Bambalapitiya I too assisted, and 'the
others are the agricultural ventures,
the lands that have been opened up by
companies, to which 57,000 acres have

been alienated. There are only
two concerns that can be des-
cribed as industrial; the others

are all agricultural or distributive
concerns. The total number is about
eight. About eight concerns had
been given approved savings relief.

But the vast majority of the tax-
payers of this country of the higher
income brackets have got tax relief
from approved savings. How have
they got it? Because the Hon.
Minister’s Inland Revenue Act pro-
vided that the payment of wealth tax
is also an approved saving. The pay-
ment of wealth tax is described as an
approved saving. So, having paid
their wealth tax, they got the ap-
proved savings relief. From the point
of view of the Hon. Minister when he
introduced this scheme for the pur-
pose of inducing the entrepreneur to
invest his money in development
projects, his approved savings scheme
is already a failure. Those who have
got the relief, the big companies that
have got these allocations of land on
25-year leases, have got permits for
tractors, jeeps and the like. T shall
come to that a little later. I will show
exactly what has happened and how
development is taking place.
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The Hon. Minister appointed a
Tax Commission. The Tax Commis-
sion Report is in his hands. I do not
see why it has not been possible to
publish this document. Is it a secret
document ? Is it something that we
should not know ? Here is a com-
mission paid out of public funds
exploring the possibilities of reform-
ing the tax system of this country
and here is an important Budget
Debate that is taking place. It may
be that the Hon. Minister has not
made up his mind about what pro-
posals of the Tax Commission he
wants to implement. Let him make
up his mind later on, but let us know
what the recommendations of this
commission are. What are these
recommendations ? The position in
respect of that matter too is not very
bright. I know that the Hon. Minister
is unable to make up his mind for the
very significant reason that in regard
to a number of recommendations
there is a fierce debate and discus-
sion going on for and against within
his own Party.

The Hon. Minister introduced a
Bill, the Inland Revenue (Amend-
ment) Bill, last year, which lapsed.
Why did this Bill lapse ? This was a
Bill which was meant partly to meet
the requirements of the Hon. Minister
of State. Large concessions were to
be given to those who invested in
tourism and hotels : I quote :

*Clanee 3=

The object of this clause is to enable
the Government to enter into contracts
with a foreign contractor and exempt the
profits from such contracts from income
tad o

CBC OB LwsRozy S,

(8w Qandd b s uwF\Een )

(Mr. Shelton J ayasinghe)

He is anticipating a Bill.

DEsND cenBen S,

(& aw. Ouit@ey’. Qariisr)

(Mr. Bernard Soysa)

I am not anticipating anything. I
am talking of a Bill that lapsed.

a& Yoy HeNew

(Qserrear eerall sruss)

(The Hon. Wanninayake)

Lapsed ?
5—e0 6050 (67/8)
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BE1E cendBen Sw.
(8- Quirey. Qariier)
(Mr. Bernard Soysa)

It is a Bill available for discussion.
I am not debating it. I am only
quoting from it.

“Clause 4:
The object of this clause is—

(a) to provide for the deduction of any
expenditure incurred in the purchase of
any equipment, furniture, fittings, utensils
or articles by any person who constructs
or operates an approved hotel for
tourists . ... "

In addition to that, there was an
attempt made by the Commissioner
of Inland Revenue to define what is
the five-year tax holiday. The Hon.
Minister is adding to his cwn revenue
by smoking a cigarette, but I shall
develop my argument until he comes
back. This Bill provided for a defini-
tion of the five-year tax holiday.

MODEEN BewiEn wmsRDe
(Bssailar o 1 &G T & ST D UIT FeTr )
(Mr. Deputy Chairman of Committees)
Order, please! If the Hon. Minis-
ter thinks that that is a sort of Bill
that will be introduced or is about to

be introduced, it will not be fair to
anticipate the Bill.

DENE etnBes S,
(B, Quire, Qsriiowr)
(Mr. Bernard Soysa)

I beg your pardon. This Bill has
lapsed. It has not been re-introduced.

WCDetn Beailn wemBRHS
(Gpsselar o ys8rrear; Uil Feir )
(Mr. Deputy Chairman of Committees)

It will be re-introduced.

DE5ND cenGen Sem.
(,Q@ @u;'f'@z_'_ CFrdisr)
(Mr. Bernard Soysa)

Until it is re-introduced, I am per-
fectly at liberty to discuss it, May I
humblyosubmit, Sir—
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néDisen BDowiEn wnSBYS
(@apdsetlar e YSBITFTE eIl &6T)
(Mr. Deputy Chairman of Committees)
All right, carry on then.

DEEND ctaBen .
(B Quigy_ QFriisr)
(Mr. Bernard Soysa)
[Interruption]—e®
DT O 8w 68 I ;
DY e DCB gy ey,

eENWES

Sir, why did this Bill lapse ? Why
was it allowed to lapse ? It was on
the Order Paper for a number of
months. There was a definition
sought by the Commissioner of Inland
Revenue in regard to the five-year
tax holiday. He wanted to make it
five years whereas under the Inland
Revenue Act they really had more
than five years.

The proposal of the Hon. Minister
with this Bill to limit the tax holiday
to five years was viewed with the
greatest concern by those who would
have to pay. They made strong re-
presentations against it. They were
against the definition, and despite the
fact that the Commissioner of Inland
Revenue was anxious to get the Bill
passed, although the Minister of State
was anxious to get the Bill passed for
the purpose of giving the approved
savings relief to hoteliers and those
who invested in tourism, this Bill was
allowed to lapse.

Now, if in regard to the question
of inland revenue the rich people of
this country, the capitalists of this
country, can exert that much pres-
sure, pressure sufficient to get a Bill
tabled in this House to remain on the
Order paper for the rest of the Ses-
sion and to lapse, if that pressure
group is so powerful, I am asking the
Hon. Minister, how will that group
react in relation to your Tax Com-

mission’s proposals if they happen to
hit them hard ? -

I say that the Hon. Minister’s
figures from inland revenue, the
figures he gives in this Budget, of a
drop from Rs. 3105 million to

Bewldm I8 OeddE®
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Rs. 3025 million, presage another
Rs. 8 million relief for those people.
I am taking you on your own figures.
Rs. 15 million which you are going
to use to finance your budget gap is
to be obtained through speedier
methods of collection. That has noth-
ing to do with this. These are normal
collections.

Whence this drop unless you expect
part of this to be on your approved
savings relief, not off-set by any
further collections from amnesties ? I
am speaking of the rest of it. This
is anticipated streamlining of your
tax system.

I am told that the Taxation Com-
mission has discovered that the pre-
sent inland revenue system in this
country is irrational, that it is seli-
contradictory, and that it is difficult
of operation. It did not require the
appointment of a commission to make
all those discoveries.

aé, Du¥ Brncd

(Q@orran eusrad piriiss)
(The Hon. Wanninayake )
You wanted one appointed.

adon Genmess S

(B Quie Geriier)
(Mr. Bernard Soysa)

Yes ; I was entirely in favour. That
does not mean that I will be in favour
of all their proposals. I have been
demanding for a Tax Commision from
1960.

What is to be expected ? If in re-
gard to the Inland Revenue (Amend-
ment) Bill that the Hon. Minister pre-
sented, the power of these pressure
groups was so great that they could
have prevented that Biil from pass-
ing into law, I say that as far as the
rich people of this country are con-
cerned, there is not one cent of extra
taxation that they will permit to be
levied from them. That is the true
position.

That is why I say that this Budget
is false. If the Hon. Minister really
intends to levy any further taxes by
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way of inland revenue, then that
should have a place in the revenue
figures in this Budget. Otherwise the
revenue figures given here would be
wrong. If the Hon. Minister gets a
windfall, that would be another
matter. But he knows there is a Tax-
ation Commission Report to be placed
before Parliament ; he knows he has
got to put some of those measures in-
to effect. Knowing all that, if he
comes here on the occasion of the
Budget and says, “I do not know
what further taxes I am going to im-
pose ”, we are left with only one con-
clusion, and one only : whatever form
the Taxation Commission recommen-
dations may take, in the form of legis-
lation they are not going to place any
extra burden upon the rich people of
this country. That is the true secret.

The Minister also expects a con-
siderable amount from customs
duties. That is why I say that this
Budget is all wrong. Here is what
he expects from customs duties :

. Rs. 463.7 million
Rs. 588 million
Rs. 475.5 million

Actual revenue, 1965-66
Original estimate, 1966-67 . .
Revised estimate, 1966-67 ..

That shows a drop of Rs. 113 million.

Estimate for 1967-68 . Re. 479.2 million

We have to ask the Minister why
he did not favour us with an analysis
of this figure. You had your import
duty surcharge. Despite that sur-
charge, your revenue has dropped.
How did that come about ?—[Inter-
ruption]. The Minister should have
told us. He has not told us.

CBE O FwBoas e,
(B Qapedppsr suivan)
(Mr. Shelton J ayasinghe)

It is due to the duty-free import
of certain essential items and the drop
in the income from exports.—[Inter-
ruption].

AE5ND B .

((Q@ Cuiiey . Qeriisr)
(Mr. Bernard Soysa)

I am talking of imports!
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CuE sy iy D,

(B Qepar pper euiFman)

(Mr. Shelton Jayasinghe)

You were asking for the reasons
for the shortfall in revenue from cus-
toms duties.

AEND etunBen .

(8@ Cuiey Qsriisr)

(Mr. Bernard Soysa)

The estimated revenue for 1967-68
is Rs. 479.2 million, but you are pro-
viding for a larger import bill.
If the logic of what the Parliament-
ary Secretary says by way of
explanation is correct, then your
figure here must be very much larger
than this. Why this figure of Rs. 479.2
million ?

These are the figures in respect of
the export of tea:
Actual revenue, 1965-66 .. Rs. 165.5 million
Original estimate, 196667 Rs. 164  million

Revised estimate, 1966-67 .. Rs. 162.7 million
Estimate for 1967-68 .. Rs. 161.7 million

The Minister expects a drop of Rs. 1
million. If you consider the manner
in which tea has been behaving, can
this be said to be a correct estimate ?

I am mentioning these figures for
this purpose. Variations in export
revenue from customs duties are
bound to occur. Nobody denies that.
But where you have a situation like
the one we are faced with today, the
Minister has a duty cast upon him
to tell us that these are provisional
figures. He must tell us what is the
basic minimum that he expects and
cast his Budget on the basis of the
real figures he gives us. He must tell
us,.if there is a shortfall in respect
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of these matters, how that is going
to affect the unfinanced gap that he
has talked about and what measures
he contemplates to meet such a
situation. If he does not do that, it is
an unrealistic Budget. And what are
we here to discuss ? A set of purely
speculative figures which turn out at
the end of two years to have had no
real meaning ?

That is why I say that on the taxa-
tion side the Minister has failed. He
has not told us what exactly the
position is.

One of the principal revenue
measures of the Minister is the
increase in the import licence fee
which is expected to bring in Rs. 80
million, that is, Rs. 20 million more
than what he estimates it will cost
him to give that measly allowance to
the public servants.

CBEQyy Loy Dedm.
(B Gager pper uiFEan )
(Mr. Shelton Jayasinghe)

Measly ? You could not give
Rs. 1.50. The Minister is giving Rs. 20.

AEsNR cenaBwy Sen.
(B Quiey. QeruiFr)
(Mr. Bernard Soysa)

We have gone over this argument
many times before.

Gndes 253, DO, euedd
(sor G erevr. ertb, QUGTTT)
(Dr. N. M. Perera)

We were only six months in office.
You have been in office for 2% years.
What are you talking ?

ced Oy Sty .
(B Qapevpper equisien)
(Mr. Shelton Jayasinghe)

If you wanted to do it you could
have done it.

@ehda 57, DO, swedd
(sovrflG erer. erwb, Qulrrm)
(Dr. N. M. Perera)

Read my Budget speech.

Bewidn ©5I5 OeFNCE®

1668
—eedm 6 Hwd®
éDen BHowlEn wnSBPD
(@@é&&;ﬁﬂ@ir DLl oG T &I 9Jcull &)
(Mr. Deputy Chairman of Committees)

Order, please! Time is running
out.

DEsNne it O«
(Bqp. Qui@)— Qemiaar)
(Mr. Bernard Soysa)

Take the increase in the import
licence fee. I heard a distinguished
economist discussing this increase in
the import licence fee and stating at
the end of the discussion that on the
basis of a free market operation this
increase is not going to be passed on
to the consumer. A very distin-
guished economist took one whole
evening to explain this.

Now, Sir, to what extent do we
have a free market operation in this
country ? We have commodity con-
trol in respect of some things. We
have both price control and commo-
dity control in respect of others. We
have price control in respect of some,
while we have a free market in
respect of others. In respect of rice
we have a free gift of one measure
for which you take out of the tax-
payer from some other source, and a
free market in respect of the rest of
the rice we may buy. We have no
control of standards whatsoever
despite the much vaunted Bureau of
Standards. Neither in respect of
industrial goods nor in respect of
agricultural produce nor even in
respect of anything else do we have
any control of standards.

In this kind of situation the
economist purely looks at figures, is
unconcerned with the impact of these
things upon the life of the people,
and says, in this cynical fashion, that
this is not going to be passed on to
the consumer. The theory is that if
there is profiteering, saturation has
been reached in profiteering, and
therefore this cannot be added but
must come out of the profiteer’s
pocket. Sir, we have discovered that
there are many ingenious ways
knowh' “to the profiteerer in this
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country that do not subject them-

selves necessarily to the theories of
economists.

What exactly is the price structure.

of this country—the price structure
in regard to which the Hon. Minister
and his party blamed the previous
governments for deficit budgeting,
expansionary financing, and the like ?
I say that the advice given and the
kind of policy dictated to this Gov-
ernment, by those to whom they have
* gone for aid, is such that the price
structure can never be adjusted to
bring prices down for the benefit of
the common man. Take any country,
even a socialist country like Yugo-
slavia, that has gone to the World
Bank and the I. M. F. for aid. What
is the advice that has been given to
them ? Advice that went even to the
extent of devaluation was thrust on
these countries. It was the same
advice—cut down on your social
servicags. All the things that have
been told to this Government have
been told to these other developing
countries.

The internal structure of a socia-
list country like Yugoslavia was such
that that country was able to absorb
the impact ‘of the various fiscal
measures imposed by the World
Bank. But within a poverty-stricken,
developing country like Ceylon, the
effect of these fiscal policies on the
price structure is abominable.

If you examine the countries which
have followed the advice of the
ILM.F.,, advice which the Hon.
Minister is following, you will see
that there are two schools in regard
to this matter. One school is known
as the Monetarists—they are the
people who dominate the Inter-
national Monetary Fund. The other
is known as the Structuralists—they
are the people who believe in the
structural alteration of your eco-
nomy, your tax structure, and so on,
for the purpose of solving your pro-
blems. Of the two, the Monetarists

go purely on the final results and

imagine that the symptom is the
disease. They make the mistake of
believing that the symptom is itself
the disease. The structuralists are
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far more realistic in their approach,
but they leave out political and
other factors. That is why the ad-
vice of the structuralists in respect
of Yugoslavia, which that country
could follow with some degree of
success, would not be the same in
respect of Ceylon.

I tell the Hon. Minister and this
Government—and I would ask hon.
Members to take note of this fact—
that the basic conclusion to which
you must inevitably come on the
basis of following the policies dictat-
ed by the ILM.F.—despite all their
talk of measures which will contain
the expansionary gap within Rs. 200
million in the case of Ceylon, despite
all their good advice which is sup-
posed to be in the direction of bring-
ing down inflation—is that all these
measures, even the anti-inflationary
measures, involve keeping prices
high. That is the basic conclusion to
which you must come.

If the Hon. Minister will ask his
economists in the Central Bank, in
the Planning Ministry and in the
Treasury, to advise him and ask them
to follow to their logical conclusion
the kind of structure we have in this
country, the fiscal and economic
structure, and what would be the end
result of the policies dictated to the
Hon. Minister by the I.M.F. they will
tell him that it must inevitably be
high prices. So long as you are tied
to this LML.F. in this way, you will
never be able to bring prices down.

The Hon. Minister’s Foreign
Exchange Budget is a very revealing
one. He expects aid from the first
and second programmes to spill over
to this year.

Here is his Foreign Exchange
Budget. What is this based upon ?
No longer is the basic philosophy
that of seeking project aid. The
trend appears to be in the direction
of commodity aid. There appears to
be some preference within the
Ministry of Finance for commodity
aid as against project aid. I do not
know why. I do not know whether
the psychology of the donor countries
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has changed. But there is one signi-
ficant fact. If you look through this
book you will find that only in a
few instances, where the Hon. Minis-
ter is expected to be frank, in only
a few instances, does he give us the
terms on which these loans are grant-
ed. It is stated in respect of Japan,
it is stated in respect of that very
generous country, Canada, but in
respect of many other donor count-
ries the terms are not given here.

What is this volume of debtis you
are piling up year after year ? You
have to take into account the aid you
get and match it with your trading
results. If you take your trade and
aid position, it is not as simple as our
planners would have us believe. Here
are a number of projects we want to
implement in the course of five years,
of which we plan so much for the
first year. And in order to finance
that as well as our national pro-
gramme, we have an import pro-
gramme. In order to finance that
import programme, here is what we
get from our trading results. There-
fore there is a gap that has to be fill-

ed, and therefore let us fill that gap =

with aid.

That is one way of looking at it.
There is another way of looking at
it, and that leads to a political con-
clusion which the Hon. Minister’s
Government is not prepared to ac-
cept, and that is this : if you examine
the terms of trade, if you take the
balance of payments over so many
years, what is the general trend that
is revealed ? We are now faced not
with the “strategy of the Budget”
but with the conspiracy against the
finances of this country on the part
of these donor countries.

Here is the report of the Central
Bank for 1966, Table 32 gives the
balance of trade. The year 1938 be-
gan with plus 49 ; it kept on increas-
ing till 1952. 1952 was the crucial
year, the year preceding the Hartal
?vhen it was minus 200; in 1953
it was minus 40, and so on.
You have a plus figure right up
to December 1965, when it was plus
25. In January 1966, it was plus 36,
February plus 35; andothereafter;
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March minus 66, April minus 11, May
minus 19, June minus 37, July minus
20, August minus 85, September
minus 7, October minus 41, November
minus 90, December minus 25. I
know that in 1967 there were two
months in which there were figures
with a plus sign, but the general
trend is in the other direction.

If you take the terms of trade,
according to the indices in Table 33,
there is again a drop: you are now
in the sixties. Having begun with a
hundred and having gone to the
nineties, eighties and the seventies,
you have now come to the sixties.
That in respect of your terms of trade.
In other words, we are faced with
the situation which everybody,
including the Minister of State, has
pointed out, in which there is a con-
certed effort to depress the prices of
the commodities we export and to
increase the prices of the things we
import. And, as a result of that,
every year, on the basis of your
import programme, you are now
becoming increasingly dependent
upon what is called aid.

The hon. Member for Yatiyantota
pointed this out. What you got by
way of counterpart funds as against
your commodity aid, just balances
what you lost on tea in 1966. What
is the future going to be ?

a& E5Y H5NeeD
(Qserres eueTel priids)
(The Hon. Wanninayake)
You also went for aid.

DEsND ©en&en D,
(Bcn Quie GQeriisr)
(Mr. Bernard Soysa)

I am not objecting to anybody
going for aid. I am only asking the
Hon. Minister, what is the pattern
with which you are faced ?—/[Inter-
rpution]. It is a question of going
for aid; it is a question of setting
your economic programme in a parti-
cular direction. I am asking the
Hon. Minister, on the basis of what
he has stated in his Budget, in his
successive Budgets, what is the basic
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philosophy that animates his Budget?
Never mind the strategy that they
talk about. The basic philosophy is
an increased dependence on what is
called aid. That is the position.

SesondB Do,

(8w nuatary.)
(Mr. Jayakody)
Loans.

D&E>ND enRes .

(&l Quir@yr Qeriisr)

(Mr. Bernard Soysa)

There is no question of trying to
break this grip that these countries
have upon our economy. Even in
the matter of shipping nine major
countries control 99 per cent of the
shipping of the world. Developing
countries like Ceylon, and all the
countries from Yugoslavia to Chille,
from the African countries to Ceylon,
to which these agencies dictate from
the ILM.F. and the I.B.R.D., all are
placed in the same parlous position.
There is an increasing dependence
upon aid in the form of loans on
which they have to pay interest.

You signed a commodity aid agree-
ment with the United States of
America in February last year for
Rs. 7.5 million. You signed another,
a repetition of the same agreement,
in February this year. Rs. 7.5 million
was the amount specified. And, side
by side with the signing of that agree-
ment rubber prices dropped in the
world market. Why ? Because of
U.S. releases of stockpiled rubber
into the market. So, you are faced
with countries which give you some-
thing with one hand and take it
away with the other, and you are
faced with the position that on the
basis of your interest payments what
will be taken away will be more
than what is given.

momeen Bewlds wmeBHS
(@@é&aﬂs&r oL YSGETTFEGTI 9oy ser)
(Mr. Deputy Chairman of Committees)

Will the hon. Member take much
longer ? |
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DEsND cenBes .
(B Quiey Qeriisr)
(Mr. Bernard Soysa )

Yes, Sir, I will take a little more
time.

wmémien BDewldn wmsBYS
(@@é&&;mﬂ@ir oL g;é@mrarmri‘ QU HGIT)
(Mr. Deputy Chairman of Committees)
Your time is up.

DEsND cenBes Dcsn.
(8. Quier QsFrievr)
(Mr. Bernard Soysa}

I shall not take very much more
time.

That is the lamentable position to
which the Hon. Minister’s Govern-
ment has come. There is so much
that could be said about tea. The
hon. Parliamentary Secretary spoke
about C.T.C. tea. All these are ex-
periments. The Hon. Minister of
Industries spoke about the break-
through in regard to flavour, the
chemical analysis of flavour. All
these are interesting matters. It may
be possible, on the basis of using
these things, to stem the tide, but
basically there are a number of
problems which confront us which
requires drastic political action.

The hon. Member for Yatiyantota
mentioned one little thing in regard
to the auctions and the part played
by our managing agency houses. The
Hon., Minister of Finance would be
the first to admit that we do not have
any legislative means of controlling
these managing agency houses.

Today all the international com-
bines operating here function outside
the provisions of your Companies
Ordinance. A local public company
has to declare to the Registrar of
Companies their balance sheet at the
end of every year. 1 know that it is
a very poor statement that is made.
Our company law does not require
sufficient information to be given in
a balance sheet. But even that in-
formation is not provided by these
managing agency houses and sterling
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companies. They function on the
basis of being private limited liabi-
lity companies. The first step to
control them is to amend the com-
pany law. Give yourself the instru-
ment of finding out what exactly
these managing agency houses do.

The hon. Parliamentary Secretary
to the Minister of Industries, out of
his own private knowledge in regard
to the finances of some of these
agency houses, came out with cer-
tain figures in respect of these sterl-
ing companies. But the people in the
country do not know what they do.
You are supposed to have some con-
trol through the Exchange Control
Department, but that is extremely
meagre. The fact is that nobody
knows the position. Until you break
up the monopoly these managing
agency houses exercises over the tea
auctions here, we will not get one
further step forward in the matter of
tea. The division of teas at the auc-
tions, which the hon. Member for
Yatiyantota wanted to curb, is just
another way in which their monopoly
functions. Do you have the courage
to take this matter in hand ? The
hon. Member for Yatiyantota said he
would take it in hand and fight it
through. But are you prepared to
fight it ?

The hon. Parliamentary Secretary
to the Minister of Education asked
us, “ You had these problems on your
hands; what did you do about
them ?” Let me state now that we
proposed to control the exchange
banks, to control the managing
agency houses, to prevent the divi-
sion of teas at the auctions, to break
up the monopoly by bidding for teas
at the London auctions. These were
some of the measures we had pro-
posed, to initiate that battle. But
you have given up all those measures.
You are accepting the position as it is
today, and you go with the begging
bowl in hand to the I. M. F. and the
World Bank saying, “ All our export
prices are dropping ; here is our im-
port programme ; here is, our defigit.
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Help us to bridge this deficit with
your Consortium aid.” They turn
back and demand guarantees from
us: fiscal guarantees and political
guarantees, which you are ready to
give. I can go through all these
fisures and show what their impact
is on industry and agriculture.

The Hon. Minister of Industries is
not here. It is a pity, because there
is one matter which I want to take
up with him. It is a very important
matter.

If you go through the I. B. R. D. re-
ports you will find a clear statement
there that the list of priorities and
the list of industries which should
be confined to the public sector,
which had been drawn up by the pre-
vious Government, must be aban-
doned. There is a clear statement in
the I. B. R. D. review where they
complain against what they call
delineation decided on by the Gov-
ernment which was in power beiore
March 1965, and they want that
ended.

CBFOzY Lo Do

(B Qagepper ewSra )

(Mr. Shelton Jayasinghe)

We take no dictation from any-
body. You can put that down.

DEsND 8B D
(B Qui@y’. QErdiFr)
(Mr. Bernard Soysa)

Brave words on the part of the
hon. Parliamentary Secretary !

CBCE sy Bwilody D,

(8. Qapodppair uBPmien)

(Mr. Shelton Jayasinghe)

True words, my good Friend !

D8N otnBesy Do,
(&5 Quiey’. Qerdisr)
(Mr. Bernard Soysa)

But I would have liked the Hon.
Minister of Industries to state, when
he read that programme he had, to
what extent he has kept within the
schedule that had been drawn up by
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one of his predecessors in office, the
former Member for Devinuwara, to
whom he still pays a tribute. It was
in his time that he said : “ We must
get away from what the U. N. P. did ;
here is what we allow the private
sector, and here is what we allow the
public sector.” How far has the
Hon. Minister departed from that
today ? That is the basic question,
and upon that basic question we can
analyse all the noble sentiments he
expressed about peace and non-
alignment, the necessity of not get-
ting into any one power bloc, and
the like.

What is the use of talking about
peace and non-alignment ? He made
an attack on the hon. Member for
Dompe (Mr. F. R. Dias Bandara-
naike) and the hon. Member for
Agalawatta (Dr. Colvin R. de Silva)
who were not here. He said he did
not want to talk about persons who
were not here, but he proceeded to
launch his attack. Obviously, Sir, he
was still smarting under the attacks
that were made on him on the
previous occasion.

Much as we may like peace and
non-alignment, much as we may
sympathize with the Hon. Minister of
Industries in regard to the smarting
of his wounds, there is this much I
must say. When he attacked the hon,
Member for Agalawatta he referred
to the parasitism of his profession. I
must remind the Hon. Minister of
Industries—I wish his Parliamentary
Secretary will convey this to him—
that time and again he has had to
rely upon the profession of the hon.
Member for Agalawatta for the
purpose of saving himself.

CBE sy dwaflodn .
(Bm. Qagovpper suwSmian)
(Mr. Shelton Jayasinghe)
Surely not.

e D53, DO, cuedH
(serflG erer. erb, QuUGram)
(Dr. N. M. Perera)

How do you know ?
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AEsna ol .

(S Quir@)— QariFmr)

(Mr. Bernard Soysa)

He called for it, and we will give
him everything he called for. It
does not matter whether it be you
or your Minister.

cBC s Bwiioxny .
(Bes. Cagsd ppar eublman)
(Mr. Shelton Jayasinghe)

I can give and take, and give back
doubly as well. Why do you want
to go into personalities ?

ernde D53, 8. euedd
(sarfls erer. erib. QuGrzm)
(Dr. N. M. Perera)

What did the Hon. Minister do ? He
talked about personalities.

WMEDesLN BICWTEB wNBBPS
(Gapssaflear L1 cgj{d%@ﬂﬂ‘&(o‘m"ff 9/QUIT HGT )
(Mr. Deputy Chairman of Committees)

The Chair is no respector of per-
sons. The Minister called for it. Well,
he has got it.

cBE oY Loy .
(8- Qopcrpper euBian)
(Mr. Shelton Jayasinghe)

If you want to be so cheap as to
talk about what he has done for
somebody—

Gl Y. DO, cweds
(srflE erar. erwb. QuGrrm)
(Dr. N. M. Perera)

_ He talked about private discussions
in cars.

cBCE 05T LBty s

(Bm. Qagedppar eowBian)

(Mr. Shelton Jayasinghe)

Let the hon. Member for Agala-

watta answer that. Why are you
answering ?

E8e Y. O3, oueds,
(s B &5 orer. erib. @u@rmr)
(Dr. N. M. Perera)

Why are you answeri
of the Minister ? L
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(Gussellar o oys&rreeri 9T &6 )

(Mr. Deputy Chairman of Committees)

Will the hon. Member carry on?
I shall give you five minutes more.

CBE 05T Lesliory s,
(8. Qapevpper equGman)
(Mr. Shelton Jayasinghe)

He has finished the time allotted to
him.

SN cenBen D,
(8- Quiey’ QEriisr)
(Mr. Bernard Soysa)
There is no such thing.

eBEOBY B e,

(5. Qaper ppeir equiGAEan)

(Mr. Shelton Jayasinghe)

We must have time for our Mem-
bers.

LN owniEen .

(ﬁ@ Quir@ey. Glardigr)

(Mr. Bernard Soysa)

The hon. Parliamentary Secretary

does not fare well in the role of
advocatus diaboli.

@@é@m‘ Besdotn Do,
(2cn. Qagevppeir eqii@iiam )
(Mr. Shelton Jayasinghe)

I leave that to the hon. Member for
Agalawatta.

DEND cenBen D,
(@@ Quiiey_ Qariier)
(Mr. Bernard Soysa)

The Hon. Minister of State talked
about expansion of tourism. The
world advances, he said. Women
have given up wearing bloomers and
they are wearing bikinis. The ad-
vance of the world in that respect
has to be measured by the extent of
the exposed epidermis on the part
of females.

Sir, I only want to ask the Hon.
Minister of State whether he has not
contemplated a situation in which
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there is over-investment in the hotel
business. His Intercontinental Hotels,
his Hilton Hotels, and the like—all
these investments which are supposed
to come from outside, form a pattern
with what is happening in the world.
They have their roots, Sir—this en-
tire pattern of investment with pri-
vate assistance which the Hon. Min-
ister of Industries talked about, this
dependence on consortium aid, this
dictation that you accept from the
World Bank and the I. M. F. Every
country that has followed that
pattern to its logical conclusion has
ended up in a peculiar mess.

What are these countries? Take
the smaller town areas like Hong
Kong and Puerto Rico. Do you want
our economy to develop on the lines
of the economies of those countries ?
Do you ask this country to follow the
road of Taiwan and Thailand ? Do
you want this country to follow the
road which even Malaysia is follow-
ing today ? It is true that they have
built a certain prosperity on the basis
of investment, but that prosperity ex-
ists side by side with the direst
depths of poverty among the mass of
the people in those countries. And on
the same pattern of an alleged en-
couragement of tourism, you find a
debasing of the culture of those coun-
tries taking place.

If you will bear with me, Sir, I
should like to read to you—

DU Bowlds wmuBnd
(Gupésaflar o1 ys@rreari e &er)
(Mr. Deputy Chairman of Committees)

May I remind the hon. Member
that he has taken more time than had
been allotted to him ?

DEND CenBes Do,
(Q@ G?un‘@x_'_ @arrni;a-'fr}
(Mr. Bernard Soysa)

I shall spare you the quotation. I
only want to say something on the
subject of tourism. The Hon. Min-
ister expects that tourism will bring
in the money which we lose on tea.
If you develop your tourism on that
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basis, if you develop your joint ven-
tures on that basis, where exactly are
you going to end ? If you take what
has happened in Thailand, if you take
what has happened in Taiwan, if you
take what has happened in any one
of these countries, if you take the
road that Malaysia followed in the
matter of development, you will find
that they are all rooted in the change
in the disposition of world politics
that took place in 1964. After the end
of World War II and up to 1964, there
was an upward movement in the pro-
gressive emancipation of the colonial
peoples. Not only were they eman-
cipated from foreign rule in varying
degrees, but there was a desire to
cope with the problem of proverty in
their countries, and inevitably they
started taking the socialist road in
various ways. They even paid lip-
service to socialism to some extent,
just as this Government did.

By 1964, perhaps due to this regret-
table step in the camp of the socialist
forces in the world, there came a re-
gression. We had the overturn of
the Coalition Government in this
country. We had, following that, the
overturn in Indonesia. Then we had
the tragic events that took place in
Ghana and Nigeria, followed by what
has taken place in Greece and Israel.
If you take the old Bandung powers,
which thought in terms of some
degree of co-operation in South East
Asia between those forces which
make for progress along with those
still anticipating progress, you find
the bottom knocked out of the basis
of the Bandung powers today.

Today we see, in this entire area of
the colonial world, the resurgence of
the dollar and the emergence of the
might of American imperialism. It
is in that that your policy is rooted.
It is from there that this Government
derives its strength, its alleged
strength. It derives its entire inspira-
tion from there. Despite all the talk
of non-alignment on the part of the
Minister of Industries, through your
policy of being tied to the World
Bank, in the manner in which you
have accepted their dictation in re-
gard to local matters, in the very
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control they have over your rupee,
even to the extent that it is in the
counterpart funds, we find this
country gradually being enslaved. We
have a government in search of soli-
dity and a treasury in search of liqui-
dity, and both are expressions of a
vain and fruitless search as far as
world politics go today.

That is why I say that the Hon.
Minister’s philosophy of trying to
build the prosperity of the country on
the private sector—the vast encour-
agement, tax reliefs, and so on, which
are given to private enterprise in the
hope, the vain hope, that they will
develop this country—is not going to
benefit the common man, not even
in the matter of employment pros-
pects. What impact will it have upon
the unemployment problem of this
country ?

You talk of your agricultural pro-
grammes. Despite all the talk of
science of the Hon. Minister of Indus-
tries, not one really proper scientific
or technological investigation has
been made even in regard to paddy
or the prospects of your H4 which
you boast about. The real science and
technology are not there in this
country today, and you have not heen
able to martial that from outside.

What is the road you are taking ?
You are taking the road to the
gradual enslavement of this country
on this so-called pattern of trade and
aid from the United States of
America. That country is facine a
crisis, a crisis in balance of payments,
a crisis caused by the tragic war in
Vietnam, On this matter people take
their sides. You may talk of non-
alignment. Old Bertrand Russell at
the age of 93 could come out openly
and denounce the role of American
imperialism in the Vietnamese war ;
but the Hon. Minister of Industries
has so far forgotten his past that to
him the important matter is not to
name an aggressor any more. He
does not want to name an aggressor.
To that extent he is committed, and
all the talk of non-alignment is just
so much nonsense.
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I say, this Government has declared
its policy to this country unmistak-
enly. It is a philosophy based upon
three things—faith, hope and charity ;
faith in the capacity of capitalism to
rebuild this economy, hope that
western imperialism is coming to aid
them, and the charity is charity that
begins at home and stops there. As
far as the people of this country are
concerned, these policies of the
Government—what they give by way
of Rs. 20 or Rs. 10, or even a thing
like that valuable agreement that the
Mercantile Union has negotiated—all
these will come to nought through the
operation of the fiscal policies of this
Government, for what they give
with one hand they take away with
the other.

You think you have pulled the fuse
out of a mass movement by what you
have given, but the price structure
that you have committed to maintain
in this country is such that before
long the people of this country, both
the rural and the urban masses, will
realize the extent to which they have
been led up the garden path by the
promises of this Government, And
despite its so-called national charac-
ter, there is no doubt that the people
of this country, engaged in the real
task of nation building and the march
forward to a real socialism, will find
its way to down this Government
before long.
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It being 8.30 p.m., Business was inter=
rupted, and the Debate stood adjourned.

Debate to be resumed on Monday, 14th
August 1967,
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And it being 8.31 pP.M., MR. DEPUTY
CHAIRMAN OF COMMITTEES adjourned the
House without Question put.

Adjourned accordingly wuntil
10 amM. on Monday, 14ith
August 1967, pursuant to the
Resolution of the House of Tth
August 1967.
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