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GOVERNMENT OF CEYLON

GOVERNOR-GENERAL

His ExceLLENcY MR. WiLLiam GorpaLrawa, M.B.E.
CABINET

[ForMmED BY THE HoN. DUDLEY SHELTON SENANAYAKE, March 1965]

Prime Minister, Minister of Defence &
External Affairs, Minister of Planning
& Economic Affairs and Minister of
Information & Broadcasting

Minister of State, and Parliamentary
Secretary to the Prime Minister and
Minister of Defence & External
Affairs, and Chief Government Whip

Minister of Agriculture and Food

Minister of Public Works, Posts and
Telecommunications

Minister of Health

Minister of Land, Irrigation and Power,
and Leader of the House

Minister of Home Affairs

Minister of Industries and Fisheries

Minister of Commerce and Trade

Minister of Finance

and Cultural

Minister of Education

Affairs
Minister of Social Services
Minister of Justice . e
Minister of Communications
Minister of Nationalized Services
Minister of Local Government

Minister of Labour, Employment and
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House of Representatives
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Tuesday, 25th July 1967

& . 20 9 H 0w AGw de T Powrdn

DSHMEADNS) [, B, ©IC condwr Lwmy|
BEmusné&id T

gonw, 1. 1. 2 wflE@aE Stquis DA FLTHTLST
Qauiser [Glaerras  erov. &. Garell Garmwr]

S%ImIn  &THE @) 1 Eei.

The House met at 2 p.M., MR, DEPUTY

SPEAKER [MR. S. C. SHIRLEY COREA] in the
Chair.

CWeDCO U VeI G
5o [CldG o)
epseranlilnps ups Qs
MESSAGE FROM THE SENATE

BDCWILE DNBNGDHES
(ev suTpTLST Y6uiser)

(Mr. Deputy Speaker)

I have received a Message from the
Senate. The Clerk of the House will
read it.

Tom W od®» wedlgw e@oe 88
Deds GI:

CewaGamf Neramin O Sanw U & G

The Clerk read the following Message :

“No., D. 1/52-53 (II).
Colombo.

.25th July 1967.
Dear Sir,

In terms of Section 23 (2) of the
Ceylon (Constitution and Independence)
Orders in Council, 1946 and 1947, I have
the honour to inform you that the seat
of elected Senator Muttyah Manickam has
this day become vacant, as he has, by a
communication written under his hand
and addressed to me, resigned his seat in
the Senate.

I have the honour to be,
Sir,
Your obedient Servant,
Sgd. B. COSWATTE,
Clerk to the Senate.

The Clerk to the House of Representatives,

Colombo. ”
DHeOCHIS
9 Alefliiny
ANNOUNCEMENT

CLemC O QHRCew Yl WP
epgamartley Gaud i
VACANCY IN THE SENATE

BICwIES DSIBTNGDDEs

(21 FuTpTLST Yeuiser)

(Mr. Deputy Speaker)

caemO O5'F) @eddcer e nd®ecd
C8w ©8ax Qewsy BDysfeny, OO
055 PeFACH cremd 05’ HDSewn)
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With regard to the letter from the
Clerk of the Senate, it is necessary
for this House to proceed to the
election of a Senator.

Nomination papers may be obtained
from the Clerk of the House. Mem-
bers will bear in mind that a
nomination paper has to be signed by
two Members as proposer and
seconder and must bear on its face
the written consent of the candidate
proposed. All nomination papers
must be handed in to the Clerk
before 12 noon on Tuesday, 1st
August 1967, and he will hand in
exchange a written acknowledgment.
If the nomination indicates that an
- election is necessary, the date of
election will be announced on
Wednesday, 2nd August 1967.

G5 eFdomés &&a D
FWitnSsL L 1 s S riser
PAPERS PRESENTED

Supplementary Estimate No. 25 of 1966-67.
—[08®, ZE&Ew on 8eE A @B CRESPR)
ab &, @8 Fwddx]
sweluw O HBw wPud Bewlo D CGE&.
sunSL S8 Qmrgs sU el g.
Ordered to lie upon the Table.

Supplementary Estimate No. 26 of 1966-617.
—[a& momee]

Gemedun @ BIw gnud Bewle D ;e

eurSL g 5o Qs SUL Dol it L gy,
Ordered to lie upon the Table.
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Accounts of Air Ceylon Ltd. for the six
months ended 30th September 1964,
together with the Auditor-General’s
Report thereon.—[eo& a&ded ]

Bwelnw 99 BIw GP*E Pewio 2DE» CE.
Gpds et Ot g,

FUTLT L5 GlaD

Ordered to lie upon the Table.

98 PEREEE DOED)
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BUSINESS oF THE HOUSE

@& &, @md. LedBaAm (Sids 0B
ST IR OS2 S TONCTS o) IR < 1] =00 S
god’e DOwy B8ERe OBy 5y dE
€5 eHE)

(Caorres Cep. . oyi. equeui gar—@ar
WTES YDLEFFHLD 19T G 9T F T HLh
urgpgriy,  Qeallsiaisrs e a r ib
LIir T T (@HLLGST D TN & 1F Fuyih )

(The Hon. J. R. Jayewardene—Minister
of State and Parliamentary Secretary to
the Prime Minister and Minister of
Defence & External Affairs)

I move,

“That Wednesday, 2nd August ; Thurs-
day, 3rd August; Monday, 7th August;
and Tuesday, 8th August 1967 ; be Allot-
ted Days for the consideration of the
Appropriation Bill, 1967-68.”

g@’ De 0um CinY, uamulom Sa.
dl@ dEs0uls  anméGareTertiurL g.

Question put, and agreed to.

O3 PeEed AlBe

FenLl glmn'"a{

SITTING OF THE HOUSE

ol ¢, @d. Sw2dRn
(Qaarras Cog. oyi. spwiaui Her)
(The Hon. J. R. Jayewardene)
I move,
“That this House at its rising this day

do adjourn until 10 A.M. on Wednesday,
2nd August 1967.”

B B SRuM G, Lwmulom B,
ey eBssiu@ &I H.mI% Q& e G L g,
Question put, and agreed to.
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dlevsigaer (Swpss) wlsmsn

ANIMALS (AMENDMENT) BILL

'~ “to amend the Animals Act, No. 29 of
1958.”

Eow 0m ¢ded wmBmI® wn qwnd ¢9H
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Presented by the Hon. J. R. Jayewaur-
dene, Minister of State and Parliamentary
Secretary to the Prime Minister and
Minister of Defence & External Affairs,
on behalf of the Minister of Agriculture
and Food ; to be read a Second time upon
Wednesday, 2nd August 1967, and to be
printed.

Swdds sy emPo,
1967-68
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APPROPRIATION BirLL, 1967-68

Cdm 96 Nwded Bewlow Bwdm ¢l
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Order for Second Reading read.
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(The Hon. U. B. Wanninayake—Minis-
ter of Finance)
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Mr. Deputy Speaker, it is my

privilege to present today the third
Budget of the National Government
headed by the Hon. Dudley Sena-
nayake and to move the Second
Reading of the Appropriation Bill for
1967-68 for the consideration of the
House.

Mr. Deputy Speaker, the presenta-
tion 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 economiz magnitudes and
their behaviour in the forthcoming
financial year. In Parts I and IT of
my speech, I propose to make a
review of the past year, an appraisal
of the current year and a general
forecast of the forthcoming fiscal
year. This, with a brief survey of the
work being done, and the progress
achieved by the various Ministries of
the Government, will serve as the

background to my Budget proposals
for the next financial year.

—6cdm 96 DwdP

Mr. Deputy Speaker, in 1966 this
country had to face a drastic decline
of Rs. 235 millicn in her export
earnings, as compared with 1965 ; and
this decline has continued into the
first half of 1967. It has been caused
Jargely by a sharp fall in export
prices, and to a lesser degree by a
211 in the volume of exports of tea
and coconut due to adverse weather
conditions. These factors, combined
with a sharp increase in the prices
of our imports, brought about a
deterioration in our balance of pay-
ments which, in turn, has led to a
fall in our external assets. Thus, you
will see, Mr. Deputy Speaker, that the
inadequate economic growth in 1966
stemmed mainly from the drastic fall
in export earnings, due to world
market prices and adverse weather
conditions.

Despite these adverse factors, I am
glad to state that production for
domestic use in real terms increased
in 1966 by nearly four per cent. as
against two per cent. in 1965, indi-
cating an increased tempo of
economic activity. The better per-
formance of the domestic sector
supported by a 39 per cent. increase
in the volume of imports including
intermediate anc capital goods,
improved the supply position con-
siderably in 1966. The monetary
situation was kept under control, and
there was, in fact, a monetary con-
traction of over 3 per cent. for the
first time since 1957.

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.

The remedy for the present adverse
balance of payments lies in the
expansion of production with a view
to cutting down consumer imports in
order to save sufficient foreign
exchange for the import of essential
capital goods. The Government
realizes this and is addressing itself
to the task with even greater energy
and enthusiasm than in the past. I
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should like to add that by and large
the response of the people to the call
has been most encouraging.

PART I
PRODUCTION

In 1966 the Gross Domestic Product
in real terms increased by only 1.9
per cent. from Rs. 7,314 million to
Rs. 7,452 million, which was never-
theless higher than the increase of
1.5 per cent. in the previous year.
The domestic component of output
however increased by 3.7 per cent.
in 1966 as compared with an increase
of 2 per cent. in the previous year.
The major factor influencing this
favourable output was the increase in
paddy production in 1966. The total
output failed to grow at this rate only
because of a decline in the net output
of the export sector by 3.9 per cent.
which could in part be attributable
to unfavourable weather conditions
during the year. The Real Gross
National Product in 1966 increased
by 16 per cent. as against 1.8 per
cent. in 1965. Ceylon’s population is
estimated to have increased by 2.3
per cent. in 1966—an increase
slightly lower than that of the
previous year. The per capita real
domestic product therefore declined
by 0.4 per cent. and the per capita
real product by 0.7 per cent.

Tea production which had reached
a record level of 503 million pounds
in 1965, suffered a setback in 1966
when production fell by 13 million
pounds or 2.6 per cent., as against
an increase of 4.4 per cent. in 1965.
Coconut production also declined
from an estimated crop of 2,700
million nuts in 1965 to 2,500 million
nuts in 1966—a decline of 8 per cent.
as against a decline of about 11 per
cent. in 1965. This decline in output
of both tea and coconut, as I said
earlier, is attributable mainly to un-
favourable weather conditions in the
major tea and coconut growing
areas. The production of rubber, on
the other hand, continued to expand,
and reached a level of 289 million
pounds in 1966, representing an

—6edm 96 BwdP

production in 1965. The increase in
rubber production is the result of
more replanted areas coming into
production—the average yield per
acre having increased from 560
pounds in 1965 to 609 pounds in 1966.

The total production of paddy of
46 million bushels in both the Maha
and Yala seasons of 1966 indicates a
substantial recovery last year, and
represents an increase of 10 million
bushels or 27 per cent. over total
production in 1965. The value of the
net output of other goods and ser-
vices for domestic use also continued
to increase in 1966. Of some signi-
ficance is the increase in output of
trade and transport, fish and manu-
facturing industry.

In contrast to 1965, when the terms
of trade showed an improvement of
1.2 per cent. in 1966, consequent to
both a fall in the level of export
prices and a rise in the level of
import prices, the terms of trade
declined sharply by as much as 13
per cent. Real mnational income,
which is obtained after adjusting for
the terms of trade effect, therefore,
showed a decline of 1.2 per cent.

What this means is that, as a result
of the working of external forces
over which the country has no con-
trol, our real income suffered in
comparison with the previous year.
Despite this, a substantial additional
gross domestic capital formation
occurred during the year. Gross
domestic capital formation at current
prices showed an increase of 8.4 per
cent. in 1966, compared with a fall
of 5 per cent. in 1965, and a fall of
2.5 per cent. in 1964. The increase
in 1966 was the result mainly of an
increase in the fixed capital form-
ation in the private sector and public
corporations of 9.4 per cent. conse-
quent on an increase in imports of
capital goods mainly in transport
equipment and in plant and
machinery. Fixed capital forma-
ation of the Government sector also
increased by 2.4 per cent., mainly as
a result of increased investments in

Increase of nearly 11 per,gent, ,ouen.,.agticulture and irrigation.
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As for 1967, production prospects
especially in the domestic sector are
likely to be more favourable. By far
the major part of the increased pro-
duction is expected to accrue irom
production for domestic use—the
increased production of paddy (16
per cent.) and fish (9 per cent.)
contributing substantially to this
increase. Paddy production which in
1966 had recovered somewhat from
the adverse effects of 1965 is ex-
pected to show a substantial increase
of about 7 million bushels to a level
of 53 million bushels in 1967. The
net output of the export sector, on
the other hand, is expected to
increase only marginally by Rs. 22
million or 2 per cent. Tea produc-
tion is likely to increase from 490
million pounds in 1966 to 505 million
pounds in 1967 ; rubber production
from 289 million pounds to 302 mil-
lion pounds ; and coconut production
from 2,500 million nuts to 2,600
million nuts.

Whereas registrants at the employ-
ment exchanges rose by about 40,000
from 199,655 at the end of 1965 to
238,901 at the end of 1966, by April
1967, the figure increased further by
7,000. The biggest increases, unlike
in previous years, were in the
unskilied and semi-skilled categories.
In 1966, 6.856 persons were placed in
employment by the labour exchanges
as compared with 7,129 in 1965.

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 149 strikes in 1966 as

compared with 230 in 1965 and 304
in 1964 ; the number of man-days
lost being 188,898 in 1966 as against
572,211 in 1965 and 885,683 in 1964.
While the total number of man-days
lost in 1965 was 35 per cent. less than
in 1964, in 1966 the decrease was as

much as 67 per cent. over the figure
for 1965.

Digitized by Noolaham Foundation.
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FOREIGN TRADE AND FINANCE

The performance of the balance of
payments in 1966 provided a marked
contrast to that of 1965. The year
1965 was characterized by a surplus
on current account of Rs. 59 miliion
and an increase in Ceylon’s external
assets by as much as Rs. 114 million.
The year 1966 was a reversal of this.
The substantial deficit recorded in
the merchandise account of Rs. 349
million, when offset to an extent by
a net receipt of Rs. 44 million in
invisibles, resulted in a net current
account deficit of Rs. 305 million.
This current deficit was financed by
a net inflow of long and short term
capital of Rs. 183 million and by a
utilization of Ceylon’s external assets
of Rs. 122 million.

The adverse current account
position in Ceylon’s balance of pay-
ments in 1966 was principally the
result of a severe fall in export
income—the biggest in the last
decade. Export receipts in 1966
totalled only Rs. 1,674 million which
was Rs. 235 million or 12 per cent.
less than export receipts in 1965.
The principal causes of this fall were
a sharp decline in the volume of
domestic exports of both tea and
coconut—the aggregate volume of
exports as measured by the Central
Bank index falling by 9 per cent.
This poor performance in export
volume in 1966 was aggravated by a
decline in prices of all the export
commodities, especially tea and coco-
nut—the average price index declin-
ing by 5 per cent. Thus, the sharp
decline in the value of exports during
1966 was brought about by a con-
traction in the aggregate volume of
exports as well as a fall in their
average price.

Combined with this adverse change
in export income, there was an
increase in import payments and
larger outward transfers of invisible
payments in 1966. The total wvalue
of merchandise imports in 1966
amounted to Rs. 2,023 million, which
is Rs. 101 million more than the pre-
vious year’s. Of this amount, since
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aid-financed imports accounted for
Rs. 224 million, imports financed out
of Ceylon’s own resources amounted
to Rs. 1,799 million. With export
earnings at Rs. 1,674 million, Ceylon’s
ability to finance an import pro-
gramme beyond her earned income
in 1966 was, therefore, made possible
by an increase in her short-term
liabilities abroad, and a reduction in
her external assets, which had been
built up to moderate levels in 1965.

The increase in the total value of
merchandise imports in 1966 was the
result of an increase both in their
volume and price. The volume of
imports in 1966 as measured by the
Central Bank Trade Indices showed
a rise of 39 per cent. over 1965. The
separate indices for the major cate-
gories of imports show that this
expansion in volume was shared by
all the three major categories of
imports. The import volume index
of consumer goods rose by 55 per
cent., of intermediate goods by 10
per cent., and of capital goods by 36
per cent. The price of imports
which had been rising steadily since
1962, continued its upward trend in
1966, and recorded a rise of 9 per cent.
during the year. The price indices
for the major categories of imports
show that, while the index of con-
sumer goods rose by only about 1
per cent., the index of intermediate
goods rose by 11 per cent, and of
investment goods by 40 per cent.
The sharp expansion in the value of
imports during 1966 is, thus, mainly

the result of a rise in the aggregate
volume of imports, and partly the
result of a rise in their average price.

It will be seen, therefore, that
while the price and the volume of

Ceylon’s exports fell in 1966, the
volume and the price of imports
increased. The terms of trade

which improved by 1.2 per cent. in
1965, declined sharply by as much as
13 per cent. in 1966. Such a sharp
reversal of our terms of trade has not
occurred since 1952.
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The net position on current invisi-
ble transactions showed a surplus of
Rs. 44 million in 1966, compared with
a surplus of Rs. 72 million in the
previous year. This reduced surplus
was primarily the result of a larger
deficit on investment Income conse-
quent on a relaxation of the mora-
torium. Releases of blocked invest-
ment income amountfed to Rs. 14
million in the first half and Rs. 21
million in the second half of 1966,
making a total of Rs. 35 million for
the whole year.

Gross receipts of long ferm capital,
in 1966, amounted to Rs. 198 million
comprising Rs. 80 million for project
loans and Rs. 118 million for commo-
dity loans. These loans were utilized
to finance the import programme for
1966, and for continuing work on
development projects, initiated in
terms of project aid negotiated ear-
lier. Project loans received in 1966
were utilized for the continuation of
work on the Grandpass Thermal Pro-
ject, the Maskeliya Oya Project, the
Kandy Water Supply Scheme, Rail-
way modernization and Port develop-
ment. Project loans were also uti-
lized for purchasing machinery for
the Cement, Hardware, Steel, Tyre
and Flour Milling Corporations and
for the importation of telephone
equipment and trawlers.

In regard to short term liabilities,
the position at the end of 1966 show-
ed that Ceylon had increased her
liabilities by Rs. 75 million mainly
by resort to the International
Monetary Fund.

In sum, therefore, the operations of
the external sector indicate that
Rs. 2,407 million of resources were
made available in 1966—Rs. 1,674
million from exports, Rs. 206 million
from invisible services, Rs. 226 million
from capital inflows, Rs. 175 million
from short term liabilities and Rs. 126
million out of external assets. Of
these resources, Rs. 2,023 million
was utilized to finance mer-
chandise imports, Rs. 225 million for
invisible services, Rs. 114 million for
interest and amortization of foreign
loans including suppliers’ credits and
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repatriation of foreign capital and
Rs. 45 million for settlement of short-
term liabilities.

1967-68

It will be seen, therefore, that while
Ceylon’s earned foreign exchange in
1966 consisting of merchandise ex-

orts and services amounted to only
Rs. 1,880 million, her use of external
resources at Rs. 2,407 million was
Rs. 527 million or 28 per cent in excess
of earnings from exports and services.
Thus, in 1966 Ceylon was able to sus-
tain a higher level of external re-

| source utilization as compared with

1965, principally as a result of the use
of the cushion of external assets built

| up in 1965 on the one hand, and tthe

assistance she obtained from other
countries and the International Mone-
tary Fund on the other.

The total external assets of Itha
country, which had increased from
Rs. 351 million at the end of 1964 to
Rs. 440 million at the end of 1965,
declined as a result of the adverse
balance of payments to Rs. 318
million at the end of 1966. There
has been a slight improvement in
the first half of 1967 and the
external assets stood at Rs. 366
million at the end of June.

TRANSACTIONS WITH THE INTERNATIONAL
MONETARY FUND

In the face of continuing external
payments difficulties that beset the
economy in 1966, the assistance
Ceylon received from the Interna-
tional Monetary Fund proved to be
most useful in alleviating its payments
difficulties and in supporting its ex-
ternal reserves. A sum of Rs. 35.7
million was borrowed in January 1966
under the terms of the First Standby
Arrangement signed with the Inter-
national Monetary Fund in 1965.
Under the terms of the Second Stand-
by Arrangement signed in June 1966,
which permitted Ceylon to draw on
a sum of Rs. 119 million, a further
sum of Rs. 89.3 million was drawn
during the year. In addition, a sepa-
rate special drawing of Rs. 19 million
was m’ade in March 196§ to
Ceylon’s gold subscription i
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tund. Gross borrowings from the
International Monetary Fund in 1966,
therefore, amounted to Rs. 144 mil-
lion. During 1966, however, repay-
ments to the fund in terms of earlier
drawings amounted to Rs. 53.6 million,
so that the net amount borrowed from
the fund amounted to Rs. 90.4 million.

In regard to fund transactions in
1967. Ceylon repurchased in Febru-
ary Rs. 17.9 million, being the third
and final instalment payable on the
drawing of Rs. 53.8 million made in
February 1962. In March 1967, Ceylon
made a drawing of Rs. 92.8 million
under Ithe Compensatory Finamcing
Facility. This is repayable in three
to five years. Also, in March, Ceylon
drew Rs. 29.8 million being the fourth
and final instalment of the Second

tandby Arrangement concluded in
June 1966, and effective for one year.
No further repurchases on earlier
drawings are due for the rest of the
year, so that Ceylon’s net borrowings
from the fund for 1967 would
amount to Rs. 104.7 million.

Mr. Deputy Speaker, I would like
now to refer to the balance of pay-
ments prospects for 1967. According
to the estimates in the Foreign Ex-
change Budget for 1967, expori re-
ceipts are expected to be Rs. 1,723
million. This, you will see, is Rs. 49
million more than the actual receipts
in 1966, though Rs. 186 million less
than export receipts in 1965. The
licensing programme, on the other
hand, anticipates an import level of
Rs. 2,231 million, which is Rs. 208 mil-
lion more than the actual imports in
1966. To finance this programme,
Ceylon has available, in addition to
estimated export and net invisible
earnings, a spillover of Rs. 256 million
of Commodity Aid under the first
and second Commodity Aid Pro-
grammes, net drawings from the
L M.F, of Rs. 105 million, Commo-
dity Aid under the Third Pro-
gramme, Project Aid and Suppliers’
Credits.

As mentioned earlier, the total ex-
port earnings in 1967 are estimated
to yield Rs. 1,723 million. This is

gXI %am
o, ihe lcomiosed of Rs. 1,104 million 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/

17 1967 &8 25 18

fudm cmoY ecw@®em, 1967-68

earnings from tea, Rs. 322 million
from rubber, Rs. 152 million from
coconut products and Rs. 145 million
from minor products. The increased
earnings from tea are expected from
an estimated increase in the
volume of tea exports, offset in
part by a decline in the average ex-
port price. The estimated increase in
earnings from rubber in 1967 is also
expected from an increase in the
volume of exports. However, a fall
in the export price of rubber is ex-
pected this year. Receipts from the
export of coconut products estimated
to fall to Rs. 152 million in 1967 are
based on a forecast of a further dec-
line in production consequent on un-
favourable weather conditions last
year. The situation is likely to be
aggravated by a decline in price for
our coconut products abroad.

Of a total import programme of
Rs. 2,231 million this year, food im-
ports are expected to amount to
Rs. 837 million, private sector
imports for industry and fisheries to
Rs. 305 million, import requirements
of Government departments to Rs. 259
million, petroleum products to
Rs. 130 million and fertilizer to
Rs. 106 million. The balance Rs. 595
million has been allocated for tex-
tiles, drugs and cement, for the re-
quirements of industrial and non-
industrial corporations and for other
trade quotas and direct user items.
The major changes in the 1967 import
programme as compared with that
of 1966, are an increased allocation
for the Food Commissioner’s imports,
made necessary by higher prices
payable for rice and by increased
imports of flour, and an increased
allocation to Government depart-
ments and corporations for develop-
ment purposes. The main reductions
in 1967, as compared to 1966, are in
the allocations for subsidiary food-
stuffs, textiles, drugs and other trade
quota items.

The strategy followed in formula-
ting the Budget this year has been
to curtail imports of consumer goods
where there were possibilities of in-
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tion, some consumer items were ex-
cluded on the basis of non-essentia-
lity. The resources that were thereby
freed were diverted to imports of
intermediate and capital goods to
provide the necessary inputs for
achieving the targets set in Ceylon’s
development programme. The details
of the allocations are described in the

~document which is being tabled.

MONEY AND BANKING

If the operations of the export
sector in 1966 have yielded results
that are not conducive to the stable
growth of the economy, the mone-
tary and banking developments in
the past year provided a major con-
trast. After a continuous expansion
over the past seven years, the money
supply declined in 1966 by Rs. 57
million, or 3.3 per cent, to Rs. 1,659
million at the end of the year. The
sharp decline in external banking
assets of Rs. 196 million was the
most important factor leading to this
contraction. In the years 1958 to 1964,
there was a tendency for money
supply to expand in spite of a steady
decline in external banking assets.
By contrast, in 1966, the decline in
external banking assets was asso-
ciated with a contraction in money
supply.

This decline in external banking
assets, together with increases in
private time and savings deposits (of
Rs. 68 million), in Government cash
balances (of Rs, 63 million) and in
other net liabilities of commercial
banks (of Rs. 12 million), exerted a
total contractionary impact of the
order of Rs. 339 million. On the other
hand, the expansionary impact of
other factors on money supply was
Rs. 282 million. An increase of Rs. 118
million in Government borrowing
from the banking system constituted
the largest expansionary factor.
Commercial bank credit to the pri-
vate sector and to Government cor-
porations also increased by Rs. 68
million and Rs. 20 million, respec-
tively. In addition, there was a dec-
rease in the net liabilities of the
Central Bank of Rs. 25 million, and
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deposits of State corporations of
Rs. 50 million. However, since the
magnitude of the factors exerting a
contractionary effect was greater, the
money supply declined by Rs. 57
million.

This contraction in the money
supply would have tended to improve
the stability of the economy. In 1965,
while the real Gross National Product
increased by 1.8 per cent, the money
supply increased by 5.8 per cent,
thereby bringing about a certain
pressure on the general level of

_] prices. In 1966, on the other hand,

while the real Gross National Product
increased by 1.6 per cent, there was
a 3.3 per cent. fall in the money
supply. This, while reducing the
pressure on domestic prices, tended
{0 mop up any excess purchasing
power latent in the economy.

During 1966, the total number of
bank offices increased from 97 to 105.
Seven, of the eight offices opened,
were by the People’s Bank, while the
other was by the Bank of Ceylon. Six
of the eight new offices were opened
in areas where no banking facilities
existed before. At the end of 1966,
Ceylonese banks held about two-
thirds of the total deposits in all
commercial banks.

There was an increase of Rs. 94
million in credit granted to the
private sector and State corporations
in 1966. An analysis of commercial
bank credit by purpose indicates that
advances granted for industrial pur-
poses increased the most by Rs. 51
million, to take 15 per cent of all
loans granted. This, indeed, is an
encouraging feature of credit.
Another welcome feature of the
credit expansion in 1966 was that the
increase in advances for consumption
purposes was smaller than in the
previous year.

The total amount of advances
granted by savings and long-term
credit institutions increased by Rs. 12
million to Rs. 33 million. The loans
granted by the National Housing
Department alone increased from
Rs. 5.1 million in 1965 t0.Rs. .16.9
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million in 1966. There were also small
increases in loans granted by the
State Mortgage Bank and the Deve-
lopment Finance Corporation.

The total volume of savings certi-
ficates, savings deposits with the Post
Office Savings Bank, the Ceylon
Savings Bank, and time and savings
deposits of commercial banks in-
creased by Rs. 15 million to Rs. 1,177
million at the end of 1966. The main
increase was in savings certificates
of Rs. 15 million, as compared to Rs. 4
million in 1965. Total collections of
the Employees’ Provident Fund in
1966 amounted to Rs. 68 million,
reflecting an increase of Rs. 4 million
over the previous year-

Life insurance business complefed
in 1966 amounted to Rs. 172 million
as against Rs. 145 million in 1965. The
original estimate for 1967 was about
Rs. 185 million. The premium income
in respect of the life insurance busi-
ness in 1966 was Rs. 27 million as
compared with Rs. 21 million in 1965.
The original estimate for 1967 was
over Rs. 30 million. The premium
income in respect of general business
amounted to Rs. 52 million in 1966,
as compared with Rs. 49 million in
1965 ; the original estimate for 1967
was about Rs. 55 million. Although
the Insurance Corporation expected
to do more business in 1967, and
consequently earn more income, it
appears to have received a set-back
from the three-month strike of a
section of its employees.

During the year 1966, the corpora-
tion invested Rs. 47 million in Ceylon
Government securities. It has
invested Rs. 144 million in Govern-
ment securities from its inception to
the end of 1966, and its average
annual contribution to Government
loans over the last two years has
been Rs. 45 million.

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. This increase of
Rs. 64 million in money supply was
the result of an expansion of Rs. 227
million in certain factors affecting the
money, supply, offset in part by a
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contraction of Rs. 163 million in other
factors. The most significant of the
expansionary factors was a decrease
in Government’s cash balances, in-
cluding counterpart funds, of Rs. 121
million and an increase of commercial
bank credit to the private sector of
Rs. 79 million. The decrease in exter-
nal banking assets of Rs. 68 million,
the decrease in Government borrow-
ing from the banking system of
Rs. 50 million and the increase in time
and savings deposits of Government
corporations of Rs 25 million were
the main contractionary factors
affecting money supply in the first
five months of this year.

COST OF LIVING

After a period of sharply rising
prices, the Colombo Consumers Price
Index fell by 0.2 points in 1966 as
against a rise of 3.4 points in 1964 and
0.3 points in 1965.

During the year 1966, there were
periodic scarcities in common con-
sumer goods such as chillies, onions,
coriander and milk powder which
caused some increase in their open
market prices. This, however, was not
always the result of decreased
imports. In fact, there was a substan-
tial increase in the imports of items
such as fish products, grains and
pulses, chillies and other currystuffs.
Even in milk products, of which
there was an acute shortage at times,
the quantity imported in 1966 was
slightly more than in the previous
vear.

During the decade prior to 1965,
steadily rising prices of textiles have
been a major factor in raising the
cost of living index. In 1965 the
prices of textiles declined slightly
below the prices of the previous
year, while in 1966 the index not
only declined but the decline was as
much as 7.7 per cent. even though
the C. W. E. raised its textile prices
during the year. This was because
the quantity of textiles brought into
the market through the C.W.E.
shops and the private trade was
large enough to bring down the
open market prices substantially.
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The price index for fuel and light
also fell by as much as 6 per cent in
1966. This is mainly due to a fall in
the prices of kerosene oil consequent
on the abolition of import duty. Even
though the duty was abolished in
1965, kerosene oil at reduced prices
was available only during the latter
part of the year, whereas in 1966 it
was available at reduced prices
throughout the year. The average
price of items in the miscellaneous
group also recorded a slight decline
durng 1966.

In the first half of 1967, the cost of
living index increased from 112.6 to
114.6. The rise in the index is mainly
due to the increase in prices of food
items. There were also slight in-
creases in the prices of clothing and
fuel and light, while the index for
miscellaneous items registered a
slight decline. :

The wage rates of government
employees and school teachers have
remained unchanged since 1958. Due
to the decline in the cost of living
index, their real wage rate improved
slightly in 1966. Unlike in 1964 and
1965, when the real wage rate fell
by 3.6 points and 0.3 points respec-
tively, the real wage rate of Central
Government employees in 1966
increased by 0.2 points.

The index of real wage rates of
workers in wages boards trades also
rose in 1966, though not as much as
the real wage rates of government
employees and workers. Nevertheless,
this is the first increase in real wages
of these workers since 1960. Of the
two sectors covered by these indices,
workers in industry and commerce
have gained more than workers in
agriculture—the real index of indus-
trial workers increasing by 0.6 points
against an increase of 0.1 points
for agricultural workers.

GOVERNMENT FINANCE

Mr. Deputy Speaker, I wish to
conclude this Part with a summary
of Government fiscal operations in the
financial year 1965-66 and an estimate
of the probable outturn in the current
financial year 1966-67.
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(a) The Financial Year 1965-66
Government revenue in 1965-66

amounted to Rs. 1,878 million. This

exceeded the revenue receipts of the

financial year 1964-65 by Rs. 61

million. This increase in revenue

resulted mainly from an increase in

import duty collections of Rs. 41

million. On the other hand, revenue

from export duties and the tea tax
declined appreciably, due mainly to
lower prices fetched by export
commodities. The actual revenue
collections of 1965-66, however, while
exceeding that of 1964-65, fell short
of the original estimate of that year

by Rs. 20 million, due mainly to a

shortfall in collections from customs

duties.

The total expenditure of the
Government in 1965-66 was Rs. 2,506
million, or Rs. 141 million more than
the actual total expenditure of
Rs. 2,365 million in 1964-65, excluding
a book adjustment of Rs. 282 million.
Of this total, recurrent expenditure
was Rs. 1,976 million, or Rs. 83 million
higher than in 1964-65, while capital
expenditure in 1965-66 amounted to
Rs. 529 million or Rs. 58 million higher
than that of the previous year.

The original estimate of recurrent
expenditure for 1965-66 was Rs. 1,924
million, of capital expenditure
Rs. 578 million, and of total expendi-
ture Rs. 2,502 million. During the
course of the financial year, however,
an additional sum of Rs. 98 million

was provided for recurrent expendi-
ture, and a further sum of Rs. 70
million was provided for capital ex-
penditure through supplementary
estimates and Treasury 77 authorities
under Special Law. This supple-
mentary  provision was made
mainly in respect of additional ex-
penditure for Stage I of the
Maskeliya-oya Hydro-electric
Scheme
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increased quota payment to the Inter-
national Bank for Reconstruction and
Development (Rs. 19.1 million), addi-
tional expenditure incurred by the
Food Commissioner on account of
food operations (Rs. 32 million),
relief of distress due to crop failure
(Rs. 12 million), expenditure on
handloom centres (Rs. 9.9 million)
and grants to local authorities
(Rs. 5.6 million).

The total allocations for expen-
diture  including  supplementary
provision in 1965-66 were thus
Rs. 2,670 million. The actual expen-
diture, as I have indicated earlier,
was Rs. 2,506 million. Thus there was
an under-expenditure of Rs. 164
million or 6 per cent of the total allo-
cations in 1965-66. In the case of re-
current expenditure, while total
allocations including supplementary
provision were Rs. 2,022 million, the
actual expenditure was Rs. 1,976
million—the under-expenditure thus
being Rs. 46 million or 2 per cent.
Recurrent under-expenditure in the
previous financial year was almost 4
per cent. The total allocations for
capital expenditure inclusive of
supplementary provision was Rs. 648
million. The actual expenditure in
respect of capital votes in 1965-66.
however, was Rs. 529 million—Rs. 49
million less than the provision in the
Budget and Rs. 119 million less than
the total provision including supple-
mentary estimates. The under-
expenditure in respect of capital votes
in 1965-66 was, therefore, 8 per cent
on the original Budget or 18 per cent

on the total provision. In 1963-64 and
1964-65 under-expenditure was 22 per
cent and 18 per cent respectively on
the original provision in the capital
Budget and 24 per cent and 21 per
cent respectively on the total provi-
sion inclusive of supplementary
estimates.

The Budget deficit or the excess of
total expenditure over revenue was
Rs. 628 million. There were also net
rpggrments on account of advance

JDigitized by Noolaha undatjon.
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resulting in a total resource require-
ment of 665 million. This was financed
from the following sources :

Rs. Millwon
Rupee loans 325
Treasury Bills 124

Central Bank advances (including
contributions to IBRD and
ADR) 15 50

Foreign aid consisting of project
loans and commodity loans and

grants o 136
Administrative borrowing 112
National development tax e 1

These sources enabled the Govern-
ment to obtain Rs. 83 million in excess
of the financing requirements, which
was utilized to augment cash
balances. The net expansionary im-
pact 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.

The net public debt at the end of
the financial year 1965-66 was
Rs. 4,268 million, as compared with
Rs. 3,772 million at the end of the
financial year 1964-65. Of this total,
Rs. 521 million was net foreign debt
and Rs. 3,747 million net domestic
debt, which consisted of Rs. 2,027
million of net rupee loans, Rs. 1,425
million of Treasury Bills, Rs. 262
million of outstanding Central Bank
advances, and Rs. 32 million of Tax
Reserve Certificates.

(b) The
1966-67

At the time the Budget for the
current financial year was passed,
recurrent expenditure, after deduct-
ing Rs. 109 million for sinking fund
contributions and the usual provision
of 2% per cent for under-expenditure
on recurrent votes, was estimated at
Rs. 1,924 million. With revenue,
inclusive of new taxes, estimated at
Rs. 2,033 million, it was anticipated
that there would be a surplus on
current account of Rs. 109 million.
- Expenditure on capital votes after
- making a 10 per cent provision for
under-expenditure, together with

Current Financial Year
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sinking fund contributions Wwas
expected to amount to Rs. 795 million.
The emerging budget deficit, after
deducting the surplus on current
account from this figure, was there-
fore expected to be Rs. 686 million.
This budget deficit was to be financed
in the following manner :

Rs. Million
Local loans _ 3?5
Foreign aid (project) 129
Counterpart funds (commo-
dity aid) 150
Administrative borrowing 25
The unfinanced gap of Rs. 61

million was to be covered by borrow-
ing from the banking system, and
constituted the expansionary compo-
nent of the budget deficit.

These estimates have now to be
revised in view of certain develop-
ments on the revenue side, on the
one hand, and on the expenditure
side, on the other.

The revised estimate of revenue
for the current year is Rs. 1,875 mil-
lion or Rs. 158 million less than the
original estimate. This is mainly due
to a fall in the revenue from customs
especially in duty collections from
imports. The imports in the current
financial year are expected to be
lower than originally estimated in the
Foreign Exchange Budget partly due
to a fall in export earnings and partly
due to a delay in aid arrivals. Reve-
nue anticipated from the export
duties, tea tax and the personal tax is
also expected to record a decline. On |
the other hand, revenue from the
tobacco tax, the turnover tax and
receipts from the Postal and Tele-
communication Department is ex-
pected to exceed the original esti-
mates made for this year.

The biggest single decrease in
Government recurrent expenditurs:
is consequent upon the action taken
by the Government, on the 17th of
December 1966, to alter the price and
quantity of rice issued under the
weekly ration. You are aware, Mr.
Deputy Speaker, that as a result of
a world-wide scarcity of rice, the
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Government cut the rice ration of
two measures by half and as a mea-
sure of relief decided to give the
reduced ration of one measure free.

a& QWY BI&

(Qserral 9)msE Seur&ar)
(Hon. Members)

Hear! Hear!

ad 25 BN

(Qaorras eusrell friss)

(The Hon. Wanninayake)

It is anticipated, therefore, that
for the current financial year the ex-
penditure incurred on the net food
subsidy will decrease by Rs. 150 mil-
lion to Rs. 157 million. This will be
offset to some extent, however, by
supplementary provision on recur-
rent expenditure items during the
course of the financial year, estimated
at Rs. 93 million. This supplemen-
tary provision is mainly in respect of
the Tea Export Duty Rebate Scheme
(Rs. 55 million), the setting up of the
Land Army (Rs. 8 million) and
Health Services (Rs. 6.5 million).
With the estimated shortfall in reve-
nue offset to some extent by the net
decrease in recurrent expenditure,
the estimated surplus on current
account will be reduced to about Rs.
15 million.

Supplementary provision on capital
expenditure items is expected to be
Rs. 33 million. The increased pro-
vision in respect of capital votes is
for public works, capital equipment
for the Land Army, water supply
schemes for schools and loans to the
co-operative producers’ unions. You
will also recall, Mr. Deputy Speaker,
that I had made a 10 per cent. pro-
vision for under-expenditure on
capital votes in 1966-67 in my Budget
speech. It would now appear that
the expected outturn of capital ex-
penditure will be in the region of
Rs. 596 million, which is Rs. 67 mil-
lion or 11 per cent. more than the
at:.-tual capital expenditure in the pre-
vious financial year. It is, therefore,
necessary to allow for a further 11
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per cent. of under-spending above the
original estimate of under-expendi-
ture.

To this figure of Rs. 596 million of
expenditure on capital votes must be
added sinking fund contributions of
Rs. 109 million, and a payment on
advance account to retire outstan-
ding food bills of Rs. 86 million after
deducting the surplus on current
account of Rs. 15 million. The esti-
mate of the emerging Budget deficit
would, therefore, be Rs. 776 million
or Rs. 90 million more than that
originally estimated.

Resources from local borrowing are
now expected to be Rs. 398 million
or Rs. 73 million more than the ori-
ginal estimate from this source. This
is mainly due to an increased contri-
bution by the Ceylon Savings Bank
consequent on its sale of Central
Bank securities. @ Administrative
borrcwing is expected to remain at
the originally estimated figure of Rs.
25 million. Foreign project aid and
commodity aid are also expected to
remain at the originally estimated
figures of Rs. 125 million and Rs. 150
million respectively. The amount °
requiring bank financing is expected
to be about Rs. 146 million. Cash
balances, on the other hand, would
increase by Rs. 67 million due to a
net increase in the Counterpart Fund
Account. Taking into account all
these variations in revenue, expen-
diture and local borrowing, the net
expansionary impact of Government
fiscal operations obtained by adding
Rs. 28 million of disbursements from
the U. S. Aid Counterpart Funds and
deducting the increase in cash balan-
ces from the quantum of bank bor-
rowing would, therefore, be about

Rs. 110 million for the current
financial year.

PART IT

Mr. Deputy Speaker, I propose
now to make a brief survey of some
of the more important work being
done and the progress achieved in
various sectors of the Government
since the last Budget speech. I do
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not propose, however, to give details
of the work done by each Ministry
as this would be done by the
respective  Ministers themselves
during the course of the Budget
Debate.

NATIONAL PLANNING

In pursuance of the {functions
assigned to the Ministry of Planning
for the co-ordination of development
plans in the various sectors of the
economy, a rough planning frame-
work was elaborated in last year’s
development programme covering
three major sectors of the economy.
This year the Ministry is engaged in
the construction of a much more de-
tailed inter-sectoral planning frame-

work in which it is hoped to
present output and investment
targets for each of some fifty

sectors into which the economy has
been divided. These targets will
be consistent with the overall
resource limitations that apply to
any economy, viz., the limitations
affecting available domestic savings
and expected foreign assistance.
The targets resulting from such
a planning model will serve as
a check upon the consistency of
existing sectoral programmes which
have, in the nature of the case, to
be formulated by departments and
Ministries acting in comparative
isolation from one another.

As part of the preparatory statis-
tical work necessary for such a task,
an attempt is being made to compile
an input-output table for the Ceylon
economy. This will also have the
incidental effect of providing more
accurate estimates of national income
by each production sector than has
been the case in the past. When this
work is completed, it should be
possible for the first time to arrive at
a reasonably accurate picture of the
inter-relationships existing in the
economy which must precede
planning activity, if the resulting
projections are to be more than
merely national.

Meanwhile, the Ministry of
Planning and Economic Affairs. in
association with operating Minis-
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tries, has been evaluating the deve-
lopment proposals in the different
sectors. This is being done with the
objective of preparing well-conceived
sectoral plans and improving the
economic content of development
programmes and policies. At the
same time, the planning organization
has introduced effective techniques
for the proper formulation of pro-
jects as well as for a thorough eva-
luation of their benefits to the
national economy. All these measures
have been designed to improve the
quality of Government investments
and to ensure the economic viability
of projects before commitments are
made. This work has been supported
by close attention to the implemen-
tation of projects. The Ministry has
kept under regular review the pro-
gress of major development pro-
jects ; detailed time-schedules have
been prepared for such projects and
a quarterly evaluation of progress
in relation to targets is being under-
taken, A committee of Permanent
Secretaries has been formed to
function as a co-ordinating body at
the highest executive level for the
review of progress and for correc-
tive action on shorrtfalls and delays
on these projects. A start has been
made in providing an effective
framework for systematic progress
control of development programmes
as well as for the evaluation of
performance in the administration.

A Development Advisory Council
has been set up to serve as an oroa-
nized forum to assist the Ministry of
Planning and Economic Affairs in
matters concerning the participation
of the private sector in national deve-
lopment programmes. The council
will review targets of private sector
output and investirent implicit in the
current development plans and con-
sider means of realizing them. For
this and other related purposes the
council has set up four committees on
Agriculture, Industry, Finance and
_Comrnerce and Tourism for analvsis
in detail of speeific issues. The sub-
co_mm}'ttee will initially pe concerned
with identifying specific investment
projects in the private sector,
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FOREIGN AID

I shall be tabling a document which
will set out the external assistance
that this country has received and its
utilization. I shall, therefore, not
weary the House by going into
details here.

In my last Budget speech, I re-
ferred to the efforts made by the In-
ternational Bank for Reconstruction
and Development to enlist the
support of countries which were
willing to help Ceylon in its endea-
vours towards economic rehabilita-
tion. The International Bank for Re-
construction and Development
convened three meetings for this
purpose.

The first meeting was held in
Washington in July 1965, as a result
of which aid to the extent of Rs. 201
million was pledged. The second
meeting took place in London in May
1966, and the aid pledged as a result
of this meeting was Rs. 221 million.
Out of a total amount of Rs. 422 mil-
lion pledged under the first and
second commodity aid programmes,
approximately Rs. 227 million has
been received up to the end of June
this year.

The terms of the aid so pledged
vary quite considerably but, on the
average, they involve a repayment
period of twenty years and an inte-
rest of 2} per cent.

The third meeting was held in
Tokyo in April this year. Some of
the donor countries have already in-
dicated their contributions and in
some cases the agreements have al-
ready been signed and orders placed
under them. The World Bank too
has announced its intention of
making available a substantial
amount in the form of soft loans for
the financing of projects.

The three rounds of aid are in
support of an import programme
which is heavily weighted towards
recovery and growth.
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As in the past, we have received
considerable assistance from coun-
tries, both in the East and the West,
in the form of project aid and tech-
nical assistance. Further informa-
tion regarding this can be had from
the document I shall be tabling

today.

I should like to take this opportu-
nity of expressing our gratitude to
all donor countries for their generous
assistance and for their continuing
support of our efforts towards
economic progress and development.

FOREIGN INVESTMENT

Applications from foreign investors
continue to be received for invest-
ment in a wide range of projects.
These applications have been con-
sidered expeditiously and 29 have
been recommended for approval by
the Foreign Investment Approvals
Committee. They include invest-
ments in motor car and jeep
assembly, frozen sea foods for ex-
port, glass and glass products,
aluminium and iron sheets, textiles,
agro-chemicals, ceiling fans,
pharmaceuticals, etc. These projects
will result in a total investment of
about Rs. 125 million of which the
foreign component will be about
Rs. 34 million.

AGRICULTURE

The programme of increased food
production received special emphasis
in the current year. With a view to
organizing an effective food drive in
the country, one of the first steps
taken by the Government was to re-
orient the provinecial administration.
Fourteen Additional Government
Agents were appointed with an addi-
tional minor staff of 192 in the more
important kachcheris. Each kach-
cheri now has a special unit to at-
tend to all problems connected with
food production. Ninety eight jeeps
were provided to the kachecheris in
addition to furniture and equipment
ment required for the new units. Al-
together about Rs. 4 million has been
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provided this year for strengthening
provincial administration in connec-
tion with the food drive.

A new scheme of rural credit has
been finalized and will be inaugurated
with effect from the next Maha sea-
son. Under this scheme, commercial
banks will take over from the Depart-
ment of Agrarian Services the func-
tion of granting loans to co-operative
societies for the purpose of cultiva-
tion of approved crops. The crops
which have now been approved are
paddy, chillies, red onions, Bombay
onions, potatoes, pineapples and ve-
getables. The Central Bank will
provide the required re-finance to
enable the commercial banks to lend
to co-operative societies. In view of
the risks involved in lending to small
farmers for the cultivation of these
crops, the Government has decided
to guarantee such loans granted by
commercial banks. The Central
Bank, on behalf of the Government,
will guarantee these loans up to 75
per cent of the amount in default,
while the lending banks would have
to bear the balance 25 per cent. The
amount of credit issued per acre has
been increased from Rs. 175 to
Rs. 220. It is anticipated that the
total amount of credit that will be
granted under the new scheme will
increase considerably from its pre-
sent annual level of about Rs. 33
million. This expansion of credit
will result in the increased use of
fertilizer as well as wider spread of
improved cultural practices in paddy
cultivation.

During the course of the year steps
have been taken to streamline paddy
purchasing organizations in order to
ensure that the guaranteed price is
made available to all producers and
also to maximize the local procure-
ment of paddy for the purpose of the
rice ration. The more important of
these steps are the increasing of the
commission payable to co-operative
societies for purchasing paddy from
50 to 60 cents per bushel, the provi-
sion of liberal marketing loans to co-
operative societies, the provision of
facilities for producers to sell direct
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to the Government, the suspension
of purchases on crop lists and making
available vehicles to co-operative
societies for the transport of paddy
to government stores.

With the object of increasing the
yield of paddy and of other crops,
liberal quotas have been granted for
fertilizers whose imports have in-
creased from Rs. 78 million in 1964 to
Rs. 88 million+in 1965 and to Rs. 91
million in 1966. From 1966 to date,
24 district level fertilizer stores and
100 village level fertilizer stores have
been constructed. The fertilizer
storage capacity at district level has
been increased to 50,000 tons. At the
same time, the fertilizer subsidy
scheme has been expanded to bring
in new fertilizers such as super-
phosphate, compound fertilizer and
bone meal within it. The total amount
of fertilizer distributed under the
subsidy scheme is expected to in-
crease from about 47,500 tons in 1965-
€6 to about 71,000 tons in 1966-67.

The Government’s policy of
popularizing the use of the improved
variety of H-4 seed paddy has shown
marked success as the acreage sown
with this variety of paddy in Maha
1966-67 was 650,000 as against 535,000
in Maha 1965-66.

Liberal quotas have been granted
for the import of tractors, agricul-
tural machinery and implements and
transport equipment. A total quota
of nearly Rs. 40 million has been re-
leased for imports of tractors, im-
plements and spares in 1966 and 1967
together.  This allocation is much
higher than the value of imports in
the three-year period 1963-65. In
order to ensure that these tractors
are utilized principally for paddy
production, tractor firms have been
instructed to sell tractors only on
permits issued by Government
Agents. Government Agents make
it a condition of the permit that the
permit holder will undertake to
plough in addition to his own lands
a further area of paddy in the dis-
trict to be nominated by the Govern-
ment Agent, at the rate of Rs. 55 per
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acre. At the same time, the four
major tractor importers of the
country have been asked to operate
tractor pools of at least 20 tractors
each in specified districts in order
to undertake tractor ploughing for
paddy cultivators on hire, at the rate
of Rs. 55 per acre. Already three
tractor pools have been established
in the Polonnaruwa, Anuradhapura
and Trincomalee Districts.

Under the scheme of special leases
for the development of land under
food crops by the private sector,
57,500 acres have keen given on lease
to 188 private organizations and
individuals.

In 1966, irrigation facilities were
provided for 30,800 acres, of which
19,500 acres were new land. In addi-
tion, 5,750 acres benefited by drain-
age work and 650 acres were provided
with lift irrigation. Thus, a total of
37,200 acres were provided with irri-
gation facilities in 1966. The target
for 1967 is 38,000 acres. Considerable
progress has been made in the investi-
gation of ground water resources in
the Wanathavillu area in the Put-
talam District. The availability of
substantial ground water resources of
good quality for the development of
about 8,000 to 10,000 acres has been
established in this area. Investiga-
tions are also proceeding in the Sila-
vathurai Mannar-Pooneryn limestone
wedge to establish the availability
and quality of ground water resour-
ces in this area. About 80 per cent. of
the work on the left and right bank
sections of the main dam of the Uda
Walawe reservoir is now complete.
Work on the river closure com-
menced this month and is expected to
be completed by September. The head
works of the reservoir, inclusive of
the power plant, sluice and spillway
will be completed in 1968. Investiga-
tions on the Mahaweli-ganga river
basin undertaken by the United
Nations Special Fund are nearing

completion and the feasibility report

will be published shortlybigitized b N5
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An Agricultura: Corps has been
established to expedite the construc-
tion of minor irrigation works and
for land development. The proposal
is to establish 45 camps with 350 men
each, making a total of 15,750 men.
So far, 8 camps have been established,
and the total of 45 camps is expected
to be establicshed by the end of 1967.
Apart from expediting construction of
minor irrigation works and the deve-
lopment of new lands in connection
with the food production effort, the
Agricultural Corps also provides
considerable relief to the unemploy-
ment problem.

4922 families were settled in
colonization schemes in 1966, and 25
youth settlement schemes were estah-
lished in the same year, settling
about 2,600 youths in about 9,289
acres. Of this acreage, 3,900 acres
have been cleared for cultivation of
various crops. A concentrated effort
is also being made to dispose of all
encroachments either by regulariza-
tion or, where it cannot be regula-
rized, by eviction. Divisional Revenue
Officers have been appointed Land
Officers for this purpose and addi-
tional surveyors have been posted to
deal with this work. Of 130,360
encroachments covering an extent of
208,650 acres, 42,300 encroachments
covering 64,900 acres have been
regularized so far.

The various steps taken by the
Government towards inereasing food
production have yielded appreciable
results. Paddy production in Maha
1966-67 is estimated at 34 million
l_oushels as against 31 million bushels
in Maha of 1965-66. The most signi-
ficant feature is the increase in the
average yield of paddy during this
period. The average yield per acre in
Maha of 1966-67 was a record of 40.5
bushels. The highest average yield
earlier was in Maha 1963-64, when it
was 38.6 bushels per acre. A good
indication of the substantial Maha
harvest is the fall in the price of rice
in the open market. After the reduc-
tion in the rice ration at the end of
last year, the price of rice in the open
market rose to a very high level of
about Re. 1.50 per measure. With the
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gathering of the Maha harvest,
however, the price has declined, and
rice is now freely available at about
85 cents a measure.

o Y RBolewwy

(Qsorres ymsssan epanr)
(An hon. Member)

Hear ! Hear!

oG DY B3N
(Qeorres euaral priiss)
(The Hon. Wanninayake)

When the rice ration was cut, the
Government estimated that it would
be able to purchase paddy equivalent
to 100,000 tons of rice during 1967
Already, however, over 135,000 tons
of rice have been purchased, and
there is every prospect of collecting
another 45,000 tons or more during
the year.

Partly as a result of the facilities
provided by the Government and
partly as a result of the restriction
on the import of certain food items,
the production of subsidiary food
crops, vegetables and fruits has
shown an appreciable increase during
this period. With the banning of
potato imports in February 1967,
potato production is being expanded
to 5,000 acres and the total production
is expected to be over 20,000 tons in
1967-68. There has been a consider-
able increase in the production of
chillies as a result of the expansion
of the area under cultivation. The
production of onions in Maha 1966-67
was 226,580 cwts. as against the target
of 193,000 cwts. in the Five-Year
Agricultural Plan ; the production of
maize was 82,440 cwts. as against the
target of 76,600 cwts.; and the pro-
duction of ground nuts was 31,070
cwts. as against the target of 17,500
CWts.

There has also been a substantial
increase in the production of vege-
tables, largely as a result of the
scheme organized by the Government
for the cultivation of vegetables in
up-country tea estates. As a result of

38
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the increased production of vege-
tables, the seasonal annual rise in
vegetable prices, which generally
takes place during June-July, has not
taken place this year, and the prices
of practically all varieties of vege-
tables have remained fairly constant
throughout the year. The production
of eggs has increased sharply in the
last two years, and egg prices have
fallen to a level of about 20 cents or
less.

Steps taken by the Government to
increase milk production are yielding
appreciable results. A herd of over
2,000 milch buffaloes have been

- imported from India and sent to the

Tamankaduwa milk project. These
buffaloes will supply milk to the
condensery which is being establish-
ed at Polonnaruwa and which will
come into production by the end of
1967. The annual production of
this condensery will be 25 million
cans and it will meet the entire needs
of condensed milk in the country,
thereby saving about Rs. 19 million a
year in foreign exchange. Another
1,000 temperate zone animals have
also been imported from Australia
and New Zealand for rearing in the
up-country regions. Temperate type
milch cows as well as some of the
buffaloes imported for the low-coun-
try areas are being issued to estate
owners and other private persons
who are engaged in milk production.
As a result of these measures and
also because of the increase in price
of 10 cents a pint which is being paid
to milk producers from the beginning
of 1967, the supply of milk has
increased considerably. The Milk
Board’s own purchases have gone up
by over 15,000 pints a day and at the
moment it has a surplus which is to
be temporarily distributed free to

poor school children until it is
absorbed by the condensed milk plant
by the end of this year. Steps have
also been taken to establish a second
sterilized milk plant with a capacity
of 15,000 pints per day at Pallekele
and a milk spray drying plant up-
country.
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While special attention was paid to
food production during this period,
the Government also took a number
of measures to assist the plantation
industry. As a measure of assistance
to tea small-holders, the Govern-
ment re-opened the Tea Fertilizer
Subsidy Scheme for the calendar
year 1967, under which owners of tea
lands under 100 acres in extent are
issued fertilizer, half the cost of
which is to be subsidized by the
Government up to a maximum of
Rs. 80 an acre per year. In order to
increase investment in the Island’s
tea factory capacity, the Government
introduced a scheme in October
1966, as announced in the last
Budget speech, whereby the interest
on loans issued by banks for the
purchase and installation of tea
machinery and the construction of
new factories is subsidized to an
extent of fifty per cent. by the
Government.

Hon. Members are aware that
towards the latter half of 1966 there
was a slump in tea prices, which
seriously affected all producers of
tea. As a measure of relief, the
Government introduced the Tea
Export Duty Rebate Scheme on 25th
September last year, under which
the whole or part of the export duty
of 35 cents is refunded on low priced
teas. Under this scheme, teas which
fetch under Re. 1.50 per lb. at the
Colombo auctions are paid a rebate
amounting to the difference between
Re. 150 and the price fetched,
subject to a maximum of 35 cents
per lIb. To discourage the produc-
tion of poor quality teas, a price
limit is fixed below which no rebate
is to be paid. At present, the lower
limit has been fixed at 90 cents per
Ib. The cost of this scheme to the
Government in the current year is
Rs. 55 million. The Government has
also appointed a commission to
examine the problems facing the tea
industry in Cevlon and recommend
measures for the industry to main-
tain its viability.

In order to accelerate the rate of
rubber replanting, the Government

increased the rates of Eg%%ﬁﬁa%ﬁ??
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subsidies during this period. Steps
are also feing taken to encourage
the replanting of coconut.

INDUSTRY

In the field of industry, consider-
able progress has been achieved
during the past year.

The Steel Rolling Factory at
Oruwala, the Tyre and Tube Factory
at Kelaniya, the Hardware Factory at
Yakkala, the Cement Plant at Galle
and the Ceramics Factory at Piliyan-
dala were brought into commercial
production this year.

Production at the Kankesanturai
Cement Factory is expected to
increase from 80,000 tons in 1966 to
160,000 tons in 1967 as a result of the
installation of a new rotary Kkiln.
Work on the further expansion of
this factory to produce 270,000 tens
of cement per annum by 1969 is now
in progress.

Production was also increased at
the Paper Factory at Valaichchenai
from 6,000 tons per year to 9,000
tons, while at the Plywood Factory at
Gintota the installation of ancillary
equipment resulted in increasing
the output from 17 per cent. to 26
per cent. of the Island’s require-
ments of plywood tea chests.

At the Textile Factory at Veyan-
goda, the weaving section was fully
commissioned and work on two
shifts was introduced.

Work connected with the setting
up of an integrated textile mill at
Thulhiriya—perhaps one of the
largest in the East—was also started
during this year.

Local production of salt was
stepped up from 58.000 tons in 1965
to 63,000 tons in 1966, and it is hoped
to increase production further to at
least 70,000 tons in 1967.

In addition to the Standards
Bureau which was set up some
time back, a management services
ivigion” manned by three ILL.O.


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/

41 1967 #@& 25 ' 4%

Buddm vmzy ewdPusm, 1967-68

experts and local counterparts has
been set up in the Ministry of
Industries and Fisheries to service
public sector corporations in the
fields of personnel management,
management accounting and indus-
trial engineering.

The response to the Government’s
statement of policy regarding private

foreign investment has  been
encouraging. About 22 projects
involving both foreign technical and
capital collaboration with local
investors have been  granted
approval.

Since November 1963, it has not
been possible to grant approval for
new investments or for expansion of
industrial undertakings on account
of the continuing foreign exchange
difficulties. The National Govern-
ment, however, has since granted
approval for sixty new industrial
undertakings by local investors. The
measures of rationalization of
industry carried out during the
course of this year have made this
possible. To help meet the foreign
exchange needs of new industrial
investment the Development Finance
Corporation has successfully nego-
tiated a loan of 4 million dollars with
the International Bank for Recons-
truction and Development.

Negotiations have been finalized
and work will commence shortly on

the project for the progressive
manufacture of truck and lorry
chassis locally. This wundertaking

will be carried out by Government
in collaboration with a leading
international firm.

Work will also commence on a
paper board mill at Valaichchenai,
a cast iron foundry at Enderamulla,

an integrated plywood and chip-
board factory at Avissawella, a
steel foundry, a structural shop

and a galvanizing plant at Oruwala,
and a third grinding mill at
Kankesanturai.

In addition, the steel project at
Oruwala will be carried a step
further by the commencement of
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preliminary work connected with
Stage II for steel-making and
continuous casting of billets.

Steps have been taken to expand
the output of the Ceramics Factory
at Negombo and of the Oils and
Fats Corporation at Seeduwa. Work
on Stage I of the Puttalam Cement
Factory to produce 220,000 tons of
cement per annum is progressing
satisfactorily, and negotiations are
being conducted for the supply of
machinery for Stage II of the pro-
ject in order to double the output of
this factory by 1971. The flour
mill will be completed and brought
into production early next year.

It is proposed to introduce new
legislation for the encouragement,
promotion and development of
industries in the private sector.
The Industrial Development Board
will be reconstituted within the
framework of this legislation to
undertake further responsibilities in
the field of industrial promotion.
This organization will set up new
agencies such as an investment
information centre, an export pro-
motion centre, an industrial supplies
agency and a management develop-
ment and productivity centre. It
also proposes to set up industrial
estates in the districts of Galle,
Kandy and Jaffna. Statutory provi-
sion will also be made for the
setting up of an industrial advisory
council and industrial panels for
the various sectors of industry. The
proposed legislation also contem-
plates the establishment of a special
industrial development fund to
which both the Government and the
manufacturing industries will make
their contributions.

Steps taken for the expansion of
the fishing industry will be con-
tinued. The Fisheries Corporation
has been reorganized and the
strength of its fishing fleet has been
increased. The fisheries harbour
at Tangalle has been completed
while work on the fisheries harbours
at Galle and at Beruwela is nearing
completion. Work on the fisheries
harbour at Mirissa has already com-
menced and work at the Myliddy'
Harbour will commence shortly,
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The scheme to establish 1,000
handloom textile centres started
last year will be completed by the
end of this year. In addition, _work
is in progress with foreign aid on
2,400 powerlooms in 50 powerloom
textile workshops. It is estimated
that by 1969 both the handlooms
and the powerlooms will produce
about 100 million yards.

Laksalas were opened in Galle and
Kandy and steps are being taken to
open branches in Matara, Kegalla
and Jaffna.

POWER

Construction work in connection
with the Maskeliya-oya Scheme
Stage I, namely Polpitiya Scheme,
is proceeding apace as scheduled
and will be completed by mid-1969.
Tenders have been invited and
contracts awarded for the construc-
tion of 300 miles of 132,000-volt
transmission lines between Polpitiya
and the Northern areas of Ceylon,
for the associated grid sub-stations
and for the 500 miles of 33,000-volt
transmission lines in all parts of the
country. The Electrical Department
has also commenced work on 500
consumer sub-stations. The Govern-
ment is planning to electrify
approximately 100 wvillages in the
next financial year.

ECONOMIC OVERHEADS
(a) Transport and Communications

The Katunayake Airport terminal
building is expected to be com-
pleted by the end of this year and
Eléfl?. be put into operation by March

The programme of dieselization of
the railway will commence shortly
with the purchase of diesel loco-
motives. Work on the extension of
the colour-light signalling system
between Ja-ela and Negombo and
between Veyangoda and Polgaha-
wela is in progress. This scheme
will also be extended from Panadura
to Alutgama and from Negombo to
Chilaw shortly.
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The 1,400 ft. quay in the Galle
Harbour to provide alongside berth-
ing facilities for two cargo vessels
will be completed next year while
about 30 per cent of the work of
providing 70,000 sq. ft. of warehouse
space along this quay has been
completed. At Kankesanturai, the
work on the two jetties will be com-
pleted this year and work on the
main harbour will be started as
early as possible.

More than half the work on the
Beruwala fisheries harbour has
been carried out and it is expected
to be completed by the end of next
year. In the Colombo Harbour, in
addition to the 91,500 sq. ft. of ware-
house space which has been pro-
vided, a further 48,500 sq. ft. of
warehouse space for the use of the
Food Department will be made
available at the Beira early next
year. Work is also in progress on
the construction of a series of water
towers with a total tank capacity of
over 400,000 gallons per day with
the object of improving the water
supply in the port. The Ceylon
Petroleum Corporaticn has signed
an agreement with the I. C. P. A.
Institute of New York for the
establishment of a lubricant blend-
ing plant at Kolonnawa. It has
also begun, in concert with a French
company, a seismic survey for the
petroleum deposits in the North and
North-Western littoral belt of
Ceylon. A contract for the con-
structmp of the oil refinery has also
been signed and the work is in
progress. Production is expected to
commence in the first half of 1969.

The Ceylon Transport Board has
provided additional bus services in
the areas where development work
has been undertaken and also
expanded the network of long-
distance services between provincial
capitals and distant outposts. The

number of buses operated has
increased and it is expected that the
total operating fleet will be increased
from about 3,700 at present to over
4000 by the end of 1968. Since
1966, 2.855 persons have been given
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apprentices have been taken in with
a view to training them as skilled
mechanics.

There has been an improvement in
the postal and telecommunication
services during this period. Forty-
one post offices have been sanctioned
and the staff considerably increased.
The construction of the new mail
room near the Fort Railway Station
has been taken in hand and the cons-
truction of a temporary mail room at
Wijewardena Mawatha will eliminate
the difficulties now experienced as a
result of congested mail traffic.

The Colombo Area Telecommuni-
cation Development Scheme intended
to serve areas within a radius of 15
miles from Colombo is now nearing
completion. Of the 22 exchanges
which this scheme comprises, 21
have been completed and brought to
service and the other, together with
the new Central Exchange in Col-
ombo will be completed early next
year. Tenders have also been called
for work in connection with the ex-
pansion of the Outer Colombo Area
Development Scheme to cover the
Southern, Western and Central
Provinces initially.

Among the major construction pro-
jects undertaken by the Public
Works Department during the year,
were the widening of the Galle Road
through Kalutara town, the Mas-
keliya project and the deviation of
the Anuradhapura-Padaviya road.
Several new projects like the Galle
and Weligama by-passes, the Ella-
Wellawaya road and the northern
approaches to the new Kelaniya
Bridge were initiated.

(b) Housing

The National Housing Department
granted Rs. 16.6 million in loans in
1965-66 as against Rs. 4.8 million in
1964-65. It is estimated that the total
loans in 1966-67 would be about
Rs. 23 million. The maximum limit
of a loan has also been raised from
Rs. 20,000 to Rs. 25,000 and, as an in-
centive to house building, tax reliefs
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have already been provided by the
National Housing (Amendment) Act
of November 1966. Work is in pro- .
gress at several sites in Colombo and
the suburbs where 1,832 flats are
under construction.

(¢) Local Government

In addition to the towns south of
Colombo and Kandy, where water
supply schemes were completed and
are in commission, water supply
schemes for Kegalla, Kuliyapitiya,
Kadugannawa and Medawachchiya
are under construction while work
will commence shortly on the water
supply schemes for Nuwara Eliya,
Avissawella and Badulla.

Increased financial grants amount-
ing to Rs. 9.3 million—almost double
that given in the previous year—
were provided this year to
local authorities to carry out
developmet programmes. In addition,
36 loans amounting to Rs. 3.4 million
have been allowed this year for 23
electricity schemes, 5 markets, 2
water supply schemes and 1 housing
scheme. With a view to encourag-
ing the food production drive, each
Assistant Commissioner of Local
Government was allowed a grant of
Rs. 30,000 to open three agricultural
roads in his region.

Work has also been initiated on the
Maligawatte Redevelopment Scheme

to provide housing for about 22,000
people.

(d) Tourism

In accordance with Government
policy of encouraging tourism, steps
have been taken to build ten new
hotels in the next two or three years.
Of these, three will be in Colombo
and the rest in holiday resorts. Practi-
cally all the hotels are expected to be
completed by the end of 1969 or early
in 1970. The ten hotels when com-
pleted will have about 1,075 rooms
with about 2,000 beds. The Ceylon
Hotels Corporation has signed 5 con-
tract with the Inter-Continental Cor-
poration to build a 250-room hotel in
Colombo.
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SOCIAL OVERHEADS

(a) Education

With a view to reorganizing higher
education, the Higher Education Act,
No. 20 of 1966, was implemented with
effect from 1st October 1966 and a
National Council of Higher Education
was established. The Vidyodaya and
Vidyalankara Universities, which had

hitherto been confined to male
students, were opened to female
students also. Arrangements also

have been made to convert the
Colombo section of the Ceylon Uni-
versity into an independent univer-
sity. Steps have also been taken to
establish five junior wuniversity
colleges at Dehiwala, Galle, Kegalla,
Kuliyapitiya and Palaly with a view
to providing higher education with a
vocational bias. The Publications
Division of the Official Languages
Department and the School Text-
books Section of the Education De-
partment were amalgamated and a
new Department of Educational Pub-
lications was established at the begin-
ning of the financial year. This depart-
ment has published sixty-one school
text books so far. With a view to tea-
ching agriculture in all the schools,
arrangements have been made to
train teachers in batches of 650 in 14
agricultural schools for periods of six
months. As a part of the food drive,
3,858 acres of school garden have been
cultivated under food crops, and stu-
dents in practically all schools in the
country have been participating in
work experience campaigns in the
fields of agriculture, industry and
social service.

(b) Health

A central chest clinic is being cons-
tructed at Dean’s Road with foreign
assistance and is expected to be com-
pleted within one year. All provincial
hospitals now have qualified patho-
logists and it is proposed to improve
further the pathological services in
Colombo. A virus laboratory and an
animal home will be completed in the
Colombo South Hospital and will be
functioning next year. The report of
the W. H. O. on the establishment of

-
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a quality control laboratory has been
received and it is expected that
foreign aid will be available very soon
to get this laboratory working. An
operating theatre has been put up at
Hendala, and surgeons from Colombo
will visit this institution to undertake
reconstructive and palliative surgery.

Legislation will be introduced
shortly to amend the Medical Ordi-
nance to make the Colombo Medical
Council more representative and to
provide for the establishment of
separate boards of control for nursing
and other para-medical services.
Legislation will also be introduced
during the course of the year to
tighten security measures regarding
the sale, possession and use of poiso-
nous and dangerous drugs and also
to ensure proper sanitation and main-
tenance of adequate standards in the
manufacture of drugs. The new hos-
pital and post-graduate training cen-
tre at the Nawinna Training Institute
was recently opened. A Bill for the
recognition of Homoeopathy will be
introduced early during this session.

(c) Labour

The Commission of Inquiry on
Employee Participation in Profits has
submitted its report to His Excel-
lency the Governor-General and its
recommendations are receiving the
attention of the Government. A
commission of inquiry was appointed
to examine and recommend amend-
ments to the Industrial Disputes Act
and its report is expected in Septem-
ber this year, and the committee
appointed to examine the working of
the Trade Unions Ordinance and
recommend necessary amendments is
expected to issue its report shortly.
The committee appointed to inquire
into and report on measures for the
safety and health of industrial
workers is continuing its delibera-
tions, and its report is expected
before the end of this year.

A wages board for workers in the
biscuit and confectionery manufac-
turing trades has been set up, and
action is being taken to fix minimum
wages for workers in these trades.
Steps are also being taken to establish
wages 'boards for workers in the
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rice milling, textile manufacturing,
production and distribution of films,
and rubber and plastic goods manu-
facturing trades. The Wages Boards
Ordinance has been amended in
order to regulate the employment of
workers engaged by private contrac-
tors in establishments. For the first
time, prosecutions under the Fac-
tories Ordinance have been started
against owners of factories for
violating the safety and health provi-
sions of the Ordinance. Draft legis-
lation has also been proposed to
enable worker participation in
management and is receiving the
consideration of the Government.
A series of new regulations to the
Wages Boards Ordinance have been
presented in Parliament. Provision
has been made in these regulations
for deductions from wages of
workers for purposes such as provi-
dent fund and medical schemes, and
employers have been made liable to
grant leave to workers’ representa-
tives to attend <wages board
meetings.

Remuneration tribunals, especially
for workers employed in hotels and
petrol filling stations, will be estab-
lished shortly. Under the Wages
Boards Ordinance and the Shop and
Office Employees (Regulation of
Employment and Remuneration) Act,
provision has been made to impose
enhanced punishment on defaulting
employers and to make employers
failing to pay wages in time liable to
pay an additional ten per cent of the
amount due. Strict enforcement of
the provisions of the Employment of
Women, Young Persons and Children
Act, especially in regard to the
employment of children, is being
carried out.

The number of centres for the
training of youths in skills such as
masonry and carpentry has been
increased from 9 to 19, while double
sessions have been introduced at the
Central Vocational Training Centre
at Urugodawatte and training in a
number of new skills has been
started. To assist the food production
drive, tractor operators and tractor
mechanics are also being trained in
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(d) Social Service

The Government has continued its
policy of incurring appreciable ex-
penditure on social services in spite
of the difficult financial situation.
Approximately Rs. 16 million is spent
annually on account of charitable
allowances paid to about 150,000
persons. The Tuberculosis Assistance
Scheme also costs the Government an
additional Rs. 7 million per Yyear.
The committee appointed by the
Government to draft a scheme of
social insurance has submitted an
interim report which is being con-
sidered by the Government. Action
is also being taken to present to
Parliament a Children & Young
Persons Bill shortly.

Bowiss DSsNGEDDHSs
(el FUTBTLST SyaIT&er)
(Mr. Deputy Speaker)

The Sitting is suspended for half
an hour.
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Sitting accordingly suspended
4.30 p.m. and then resumed.

till

G&C)’( D5y NN
(Qaorras euerest sriiss)

(The Hon. Wanninayake)

REORGANIZATION OF CREDIT AND
SAVINGS INSTITUTIONS

In the last two Budget speeches, I
drew attention to the need to repeal
restrictions imposed on foreign banks
by the Finance Act of 1961 and the
need to make changes in the institu-
tional framework within which the
foreign banks would function as use-
ful elements in our financial system.
I regret to state that as a result of
the difficulties in arriving at a mutu-
ally acceptable settlement, negotia-
tions with the foreign banks have not
yvet been finalized. The negotiations,
however, are still proceeding and we
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Amendments to the Development
Finance Corporation Act with a view
to widening the scepe of its activities
have already been passed by this
House and become law. The Deve-
lopment Finance Cerporation, as I
have mentioned already, has suc-
ceeded in obtaining from the World
Bank a loan in foreign exchange of
$4 million or Rs. 19.4 million.

In accordance with the recommen-
dations of the People’s Bank Commis-
sion, the Government has decided to
transfer the Debt Redemption
Scheme from the People’s Bank to the
State Mortgage Bank, and legislation
to this effect will be presented in
Parliament shortly.

Legislation to set up a National
Savings Bank, amalgamating the Post
Office Savings Bank, the Ceylon
Savings Bank and the National
Savings Movement will be placed be-
fore Parliament early. Amendments
to the People’s Bank Act, in accord-
ance with the recommendations of
the People’s Bank Commission, will
also be presented to Parliament
before long. Amendments to the
State Mortgage Bank Act and the
Agricultural and Industrial Credit
Corporation Act with a view to broad-
ening the scope of their activities are
being prepared and will be presented
to this House in the near future.

The Government has decided to
appoint a commission to inquire into
the Bank of Ceylon and make recom-
mendations so as to make it contri-
bute more to the country’s economic

development than at present. Action
is being taken to set up this com-
mission.

I mentioned ir my last Budget
speech that a committee had been
appointed to examine the problem of
foreign exchange malpractices in
Ceylon. This committee has sub-
mitted its report to the Government
and its recommendations are being
considered.
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TAXATION

During the year under review, the
significant aspects of the work done
by the Inland Revenue Department
have been the discovery of new tax-
payers, more intensified investigation
work and the implementation of the
Savings Relief Scheme which was
announced in the 1965 Budget speech.

The number of income tax files,
which was 137,603 on 31st March 1966,
increased to 151,621 on 31st March
1967 and stood at 154,061 on 30th June
1967.

With a view to combating tfax
evasion, several inspections and
searches under the Inland Revenue
Act were carried out. The number of
searches carried out was in respect of
46 cases. The number of taxpayers
investigated and assessments settled
by the Investigation Branch was 58,
while 199 cases were investigated in
the Regional Offices and Assessing
Branches. During the year ended
30th September 1966, investigation
work revealed Rs. 29,358,775 of undis-
closed income that brought in
Rs. 10,915,729 of additional tax. The
figures for the period 1st October 1966
to 30th June 1967 were Rs. 20,509,563

of undisclosed income and
Rs. 7,846,624 of additional tax.
Although the Savings Relief

Scheme was announced in the 1965
Budget speech, the necessary legis-
lation was passed only towards the
end of 1965, so that the implementa-
tion of this scheme had necessarily
to be delayed. The objective of this
scheme was, firstly, to reduce per-
sonal expenditure by inducing people
to save, and, secondly, to make
money available for development
both in the public sector and in the
private sector, but according to the

priorities decided by the Govern-
ment.

The impact of the Savings Relief
Scheme is illustrated by the fact that
mvestments in Ceylon Savings Cer-
t1ﬁca_tes, Government Securities,
Special Account in the Central Bank
and Spe‘cial Accounts in the com-
mercial vanks increased from Rs. 5.9


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/

53 1967 &€ 25 54

Suldm smmy emdPum, 1967-68

million before the Savings Relief
Scheme was introduced to Rs. 63.7
million as at the end of June 1967.

THE PUBLIC SERVICE

In order to ensure the maximum
utilization of the large sums of
money which have been provided in
the next financial year both for capi-
tal works as well as for recurrent
expenditure, it is necessary that the
departments concerned should be
provided with the men and material
which are essential for the tasks that
lie ahead. I have accordingly agreed
to provide some 5,400 additional posts
in the Public Service next year at a
cost of over Rs. 15 million. Most of
this staff will be distributed among
the Ministries of Education, Agricul-
ture, and Posts & Telecommunica-
tions. Significant additions have also
been made in the cadres of the
Auditor-General’s Department, the
Government Press, the Department
of Inland Revenue, and the Customs
Department. The recruitment of the
additional staff will be done in stages
over the next financial year and there
should be no complaints regarding
lack of staff in the future.

Steps have been taken at the same
time to improve the quality and effi-
ciency of the Public Service by the
establishment of regular {raining
programmes both for new recruits as
well as for serving officers in super-
visory grades. I also intend progres-
sively improving the standard of
Government accounting, streamlin-
ing financial procedures and placing
greater emphasis on management
accounting. With this object in view,
the Treasury has recently initiated
a special diploma course in account-
ing for officers in the Government
Accountants’ Service in close colla-
boration with the Institute of Char-
tered Accountants. Action has also
been taken to afford facilities for
promising young officers in the Pub-
lic Service to be trained as Chartered
Accountants. Both these schemes
will result in Government having at
its disposal a corps of trained and
qualified accountants to supervise the

—@edm 6 B

vast investments which have already
been made and which are being
planned for the future in the public
sector.

I must also mention, in passing,
that the Financial Regulations of the
Government, which have often been
condemned as an impediment to the
speedy transaction of Government
business, have been revised and the
revised regulations dealing with such
matters as Government accounting,
supplies, works and services, are
already in operation. The new regu-
lations have vested very wide powers
in heads of departments and perma-
nent secretaries and should contri-
bute to the expeditious execution of
Government works.

In my Budget speech last year, 1
referred to the appointment of vari-
ous committees to examine and re-
port on the Ceylon Administrative
Service, the establishment of unified
engineering and scientific services
and the general question of adminis-
trative reforms. All these commit-
tees have completed their assign-
ments, and the recommendations in
respect of the Administrative Ser-
vice and general administrative re-
forms have already been implement-
ed, while the question of setting up
unified services for engineering and
scientific personnel is receiving ac-
tive consideration.

A Salary Anomalies Committee
was appointed in January this year
to inquire into and report on all cases.
of anomalies and hardships in regard
to salary and salary scales since the
issue of the last Salary Anomalies
Commission Report and to make re-
commendations in regard to the rec-
tification of such anomalies within
the existing salary structure of the
Public Service. The committee is
now proceeding with this task of ex-
amining the representations which
have been received.

Official committees have also been
appointed to examine and report on
the question of absenteeism in Gov-
ernment departments and fringe
benefits and terms of employment in
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State corporations and statutory
boards. The feasibility of establish-
ing a transferable service of minor
office grades is also under examina-
tion.

PART III

Mr. Deputy Speaker, before I go
into the details of revenue and ex-
penditure estimates for 1967-68, I
would like to draw your attention to
certain improvements which have
been introduced in the Estimates for
1967-68 tabled already before you,
with a view to making the budgetary
process more development oriented.

The Budget plays an important
role in translating the development
plans of Government into financial
plans. In the process it is necessary
not only to determine the costs appli-
cable to a particular function, pro-
gramme or project of a plan, but also
to have an effective and satisfactory
follow-up of such plans. The con-
ventional Budget classification of ex-
penditure has not been found to be
very useful for the task of integrat-
ing the Budget into a plan or for
assisting the process of plan imple-
mentation. Some governments have,
therefore, thought it necessary to
adopt a system of programme and per-
formance budgeting of public expen-
diture. Accordingly, some prelimi-
nary steps have been taken in this
year’s Estimates of expenditure to
introduce for the first time a func-
tional classification of Government
expenditure. This permits expendi-
ture to be identified or separated by
general purposes or functions (e.g.
agriculture, education, health, etc.)
and makes it possible to aggregate
Government’s total expenditure in a
given field. The more important
functions which promote economic
development have been broken down
into programmes ; for instance, edu-
cation has been classified under
primary, secondary, technical and
higher education.
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With a view to measuring the
achievements against the physical
targets, an attempt has been made to
classify capital expenditure for 1967-
68 on a programme basis. The capi-
tal expenditure, particularly under
Vote 7, in the next year’s Estimates,
has been classified on a programme/
project basis. This will help the de-
partments to become more pro-
sramme conscious—not only of the
benefits but also of the costs of the
programme they are expected to
carry out. It will also help depart-
ments to clarify the aims and res-
ponsibilities of the internal depart-
mental units in charge of programmes
and would lead to an improvement
in administrative structures within
departments.

Mr. Deputy Speaker, in spite of the
numerous difficulties stemming from
the sharp decline in our export earn-
ings, which you will agree is largely
beyond our control, the National
Government is determined to conti-
nue its efforts to accelerate the rate
of capital formation in the country
with a view to providing increasing
employment opportunities and im-
proving the standard of living. The
emphasis in the next year’s Budget,
therefore, as in that of the current
year, is on economic development.

Government’s revenue for the
financial year 1967-68 at prevailing
tax rates is estimated at Rs. 1,932
m{llion or Rs. 101 million below the
original estimate of revenue for 1966-
67 which is Rs. 2,033 million. It is,
hovg'ever, Rs. 57 million more than the
revised estimate of revenue for 1966-
67 which is Rs. 1,875 million. The
fall in the estimate of revenue in
1967-68 from the original estimate in
1966-67 is principally due to the fall
in -the collection from customs
duties both on imports and exports
by Rs. 61 million. The estimated re-
venue from customs duties in 1967-68
is, however, slightly higher than the
revised estimate for the current year.
The revenue for next vear from


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/

BT 1967 %@ 25

Sulds wmw end®em, 1967-68

telephone  services, profits on
Advance Account activities, the
Electrical Department, and excise
is estimated to exceed the revised
figures of collections in the current
year. The relevant figures are given
in the Estimates of Revenue and

Expenditure which have already
been tabled before the House.

Total Government expenditure for
1967-68 is estimated at Rs. 2,927 mil-
lion or Rs. 83 million more than the
original estimate for the current year
of Rs. 2,844 million. Recurrent ex-
penditure next year is estimated at
Rs. 2,145 million or Rs. 63 million
more than the original estimate for
the current year.

When the provision of Rs. 126 mil-
lion in respect of contribution to
Public Debt Sinking Fund and amor-
tization payments is excluded from
the recurrent expenditure, and the
usual under-expenditure of 2% per
cent. on other recurrent votes—i.e.
Rs. 50 million—is allowed for, the net
recurrent expenditure for 1967-68 is
likely to be Rs. 1,969 million. As
this is more than the estimated re-
venue, there will be, on the basis of
these estimates, a gross eurrent ac-
count deficit of Rs. 37 million in
1967-68.

An allocation of Rs. 783 million has
been made in the next year’s esti-
mates for capital expenditure—the
highest in any year so far.

1. Agricultural Sector
2. Industrial Sector

(@) Manufacturing Industries

(b) Fisheries
3. Economic Overheads
4. Social Overheads
5. Other Overheads

58
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The actual capital expenditure in
1965-66, as I pointed out earlier, was
Rs. 529 million. For the current
year, a provision was made of
Rs. 762 million for capital expendi-
ture and supplementary estimates
are estimated at about Rs. 33
million. This is an unprecedented
allocation for capital investment in
the public sector. The revised
estimate of capital expenditure for
the current year, as I pointed out
earlier, is about Rs. 596 million.

Although it is lower than the total
amount allocated including supple-
mentary provision, by Rs. 199 million
or about 25 per cent., it is about
Rs. 67 million or 11 per cent. more
than the actual capital expenditure
in 1965-66. In the next year’s
estimates, the Government is
providing Rs. 783 million or Rs. 21
million more than the current year’s
original provision for capital expen-
diture. It is likely that there will
be an under-expenditure of about
15 per cent. in the capital votes next
year. Thus, the actual expenditure
next year is expected to be about
Rs. 666 million, which will be about
Rs. 70 million or 12 per cent. more
than the estimated actual capital
expenditure in the current year. As
in the current year, the greater part
of this capital investment will be in
the more productive sectors, parti-
cularly in agriculture and industry.
The total allocations made to the
different sectors are as follows :

Rs. Million

240

185
156
29

206

118

34

Total .. 783
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These figures do not include

capital expenditure which will be
financed from certain extra-
budgetary sources like the Tea
Subsidy Fund and the Reserve,

—GeDm D6 DHwd
Extension and Renewals Fund of th.e
Department of Government Electri-
cal Undertakings.

The Estimates of Revenue and

Expenditure for 1967-68 may be
summarized as follows :

Budget Estimates of 1967-68

Gross Recurrent Expenditure

Less Sinking Fund contributions and Amormzamon payments

Less 2} per cent Under-expenditure

Net Recurrent Expenditure
Revenue oo

Current Account Deficit

Gross Capital Expenditure

Less 15 per cent Under-expenditure

Net Capital Expenditure

Plus Sinking Fund Contributions and Amortmatlon Payments

Add Current Account Deficit

so far.——[Interruption].

Mr. Deputy Speaker, with a view
to affording some relief to the lower
paid categories of public officers and
local government employees, the
Government has decided to pay an
interim allowance pending an over-
all review of salaries in the Public

Service by a duly -constituted
commission.
Those employees whose basic

salaries do not exceed Rs. 100 per
month will receive an interim allow-
ance of Rs. 20 per month, while those
whose basic salaries are more than
Rs. 100 per month, but do not exceed
Rs. 300 per month, will receive an
allowance of Rs. 10 per month.
Allowances at half these rates will
be paid to government and local
government pensioners including
widows—that is to say, those

pensioners whose basic Zpe)ensions
Digitized by Noola

Rs. Million
2,145
126

2,019
50

1,969
1,932
-37
783
117

666
126

792
37

Total Budget Deficit 829—

do not exceed Rs. 100 per month
will receive an interim allowance

of Rs. 10 per month, while
those whose basic pensions are
more than Rs. 100 per month but do
not exceed Rs. 300 per month will re-
ceive an allowance of Rs. 5 per
month. These allowances will be
paid with effect from 1st October of
this year and are estimated to cost
approximately Rs. 60 million per
year.

The payment of this interim
allowance to public servants would
increase the current account deficit
from Rs. 37 million to Rs. 97 million
and the total Budget deficit from
Rs. 829 million to Rs. 889 million.

As in previous years, local borrow-
ing and foreign aid will meet a sub-
stantial part of this deficit. Funds to
be obtained from local borrowing

hamnggag ,year are estimated at Rs. 350
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million. Foreign aid receipts in con-
nection with projects, included in
the Budget, are expected to be
Rs. 125 million. Of this, aid already
negotiated and allocated amounts to
Rs. 69 million while aid available
for allocation for projects and aid to
be negotiated amount to Rs. 56
million. A sum of Rs. 150 million
will be available from commodity
aid counterpart funds to help meet
the Budget deficit. This amount is
the same as in the current year.
Administrative borrowing is expect-
ed to yield Rs. 25 million next
year, as in the current year.
A sum of Rs. 30 million will be
utilized from the reserves and profits
of State corporations and wunder-
takings for development expenditure.

Thus, the total amount of funds to
be raised by non-bank borrowing,
administrative borrowing, foreign
aid, use of commodity aid counter-
part funds and use of reserves and
profits of State corporations and
undertakings adds up to Rs. 680
million, leaving an unfinanced gap
of Rs. 209 million.

The measures I propose to raise
additional revenue to reduce the
Budget deficit to manageable pro-
portions are as follows :

(i) At present, all import goods
are charged a licence fee of
1 per cent. of the value of the
goods to be imported (other
than textiles which is charged
a licence fee of 10 per cent).
This yields a revenue of about

Rs, 20 million per annum at

present. Government depart-
ments, including the Com-
missioner of Food, are

exempted from the payment
of this licence fee. I propose
to raise the import licence fee
from 1 per cent to 10 per cent.
in respect of all goods other
than milk and milk foods,
infants’ and invalids’ foods,
cotton yarn, drugs and phar-
maceuticals, fertilizer, kero-
sene, newsprint, mammoties

—ec®®m A6 5@

and other small implements
for agricultural use, which
will continue to pay the
existing licence fee of 1 per
cent. There is no change in the
import licence fee on textiles.
Imports of Government de-
partments, including those of
the Food Commissioner, will
continue to be wholly exempt
from any licence fee. 'The
increase in the licence fee on
petrol will be absorbed by the
Petroleum Corporation and
will not be passed on to the
consumer. The aditional reve-
nue estimated from this
increase in the import licence
fee is Rs. 80 million next year.

I propose to increase the
existing excise duty on tobacco
of Rs. 28.50 per 1b. by Rs. 4.50
per 1b. The additional revenue
expected from this measure is
Rs. 15 million.

(iii) I expect to collect an additional
Rs. 15 million in the form of
income tax arrears through
speedier recovery by the
strengthening of the collection
machinery of the Inland
Revenue Department. This is
not a revenue measure in a
way. The revenue measures
are only the first two.

(ii)

Mr. Deputy Speaker, these three
proposals are estimated to yield
Rs. 110 million of additional revenue
next year. This additional revenue
will result in the estimated current
account deficit of Rs. 97 million being
converted to a surplus of Rs. 13
million. At the same time, it will
reduce the unfinanced gap from
Rs. 209 million to Rs. 99 million
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which I consider is in keeping with
the Government’s policy of main-
taining financial and monetary stabi-
lity.

64
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The ways and means of financing
the Budget deficit of Rs. 889 million,
referred to earlier, may be sum-
marized as follows :

Rs. Million

1. Loecal Loans 350

2. TForeign Aid (Project) e 125

3. TUse of Commodity Aid Counterpart Funds 150

4. Administrative Borrowing - 25

5. TUse of Profits and Reserves of State Corporations and Under-

takings e = e 30

8. Increase of Import Licence fee from 1 per cent to 10 per cent 80

7. TInecrease of Excise Duty on Tobacco by Rs. 450 per 1b. e 15

8. Speedier recovery of Tax arrears 15

790
Mr. Deputy Speaker, I announced Mr. Deputy Speaker, there is
in my last Budget speech that the no doubt that the wurgent task
Government would appoint a Taxa- before this country and before

tion Commission which would make
a detailed study of the entire tax
structure of the country and make
appropriate recommendations. This
commission was appointed and its
report was submitted a few weeks
ago. The commission’s recommend-
ations are being carefully studied and
necessary action will be taken in due
course.

I also do not propose to make any
radical changes in the Business Turn-
over Tax. I have, however, given due
consideration to certain cases of
hardship on which representations
have been made. These represent-
ations have been made in respect of
small industries like tea chests,
cigars, ayurvedic drugs, joss sticks,
dried fish, bricks, etc. In these indus-
tries, production is mainly by manual
labour and no machinery of any
consequence is being used. In these
cases, I propose to reduce the rate of
tax from the existing 5 per cent to
1 per cent. The amount of revenue
lost is negligible.

A committee was appointed some
time back to examine the question of
encouraging a diffusion of ownership
in share capital in a manner beneficial
to the small investor. Their report
has been submitted and the proposals
therein are being studied

any government in this country is to
increase the pace of economic deve-
lopment, so that it may keep ahead of
the rate of increase of population.
There is unemployed manpower on
the one hand and unexploited
resources on the other, indicating the
need and scope for greater develop-
ment activity. The pace of economic
development depends largely on the
rate of investment. It is with this idea
in mind that the highest financial
provision ever has been made in this
Budget for capital expenditure. Many
facilities and concessions have also
been made available earlier to the
private sector to increase their tempo
of economic activity. I am glad to
state that there is more economic
activity in this sector now than there
was in the recent past. The biggest
obstacle in the way of economic
expansion at the moment is the dras-
tic decline in external earnings as a
result of which our -capacity to
import our requirements of capital
and intermediate goods in adequate
volume has been reduced. As I said at
the beginning of my speech, rapid
expansion of production for domestic
use both in the field of agriculture
and industry with a view to cutting
down on consumer imports appears
to be the main solution. The world

Bt scarci ~i :
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makes this task even more urgent.
We should, of course, at the same
time do all we can to increase our
export earnings by diversifying our
exports and by making more favour-
able marketing arrangements. The
Government has directed its policies
and actions towards this end since its
assumption of office. The enthusiasm
evinced by the people and the results
so far achieved, particularly in the
field of food production, have been
very gratifying. We have yet far to
go and, while thanking the people
for their co-operation in the past, 1
would like to make use of this occa-
sion to appeal to them, on behalf of
the Government, to address them-
selves to the task of food production,
in particular, with a sense of urgency
and assist the Government in its
efforts to solve the problem of un-
employment and to raise the standard
of living.

I should like to make a special
appeal to the public servants without
whose co-operation and devotisn to
duty the Government could achieve
little. As announced earlier, Govern-
ment has decided to pay an interim
allowance to lower paid categories as
a measure of relief to them. Further,
an Anomalies Committee has been
appointed and they are now examin-
ing the representations submitted to
them.

While thanking the public servants

for their co-operation in the past, I .

appeal to them to give of their best
and co-operate with the Government
even more fully in its efforts to im-
prove conditions in this country.

I must also thank all those who
helped me in so many ways to
prepare this Budget.

In conclusion, Mr. Deputy Speaker,
I should like to thank you and
hon. Members on both sides of the
House for the patient hearing given
to me.
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Question proposed.
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(The Hon. C. P. de Silva—Minister of

Land, Irrigation and Power and Leader
of the House)

I move,
«“That the Debate be now adjourned.”™
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Question put, and agreed to.
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The Debate
accordingly.

Debate to be resumed on Wednesday,
2nd August 1967.

stood adjourned
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(Mr. Deputy Speaker)
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I wish to announce to the House
that all amendments for the Com-
mittee stage of the Appropriation
Bill, 1967-68, in respect of Heads 1 to
93 should be sent to the Clerk of the
House of Representatives by Thurs-
day, 3rd August 1967. Amendments
in respect of the remaining Heads
should be sent to him by Monday, Tth
August 1967, ¢
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Motion made, and Question proposed.

“That the House do now adjourn ”.—
[The Hon. C. P. de Silva].

g e 8Rum ¢, um =uldm Ja.
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Question put, and agreed to.
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Adjourned accordingly at
5 epm. until 10 AmM. On
Wednesday, 2nd August 1967,
pursuant to the Resolution of
the House this Day.
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