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PARLIAMENTARY
DEBATES

(HANSARD)

VOLUME 86

HOUSE OF REPRESENTATIVES

OFFICIAL REPORT

FIFTH SESSION OF THE SIXTH PARLIAMENT OF CEYLON
EIGHTEENTH YEAR OF THE REIGN OF
HER MAJESTY QUEEN ELIZABETH II

SESSION 1969-70

1970

PRINTED AT THE), DEPARTMENE, OF COVERNNMENT PRINTING, CEYLON.
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HOUSE OF REPRESENTATIVES
ALPHABETICAL LIST OF MEMBERS

A

Abdul Bakeer  Markar,

(Beruwala)

Abdul Caffoor, Mohamed Falil, M.B.E.
(First Colombo Central)

Abdul Majeed, Abdul Lathiff (Second
Mutur)

Abdul Majeed, Mohamed Ali Ahamed
(Pottuvil)

Mohamed

Abeyagoonasekera, George Hector
(Hanguranketa)

Abeysundera, Sunil Subasiri (Yati-
nuwara)

Ahamed, Mohamed Cassim (Kalmunai)
[by-election, February 1968]

Alegacone, Vraspillai Albert (Mannar)

Aluwihare, Wanigasekara Bandaranayake
Wasala Mudiyanse Ralahamilage
Alick (Matale)

Amarasiri, Matarage Sirisena (Hiniduma)

Amirthalingam, Appapillai (Vadduk-
koddai)
Annamalay, Veloo (Appointed Member)
Appuhamy, Ratnayake Mudiyanselage
(Bandarawela) [by-election, October
1966]

Arambewala, Sugathadasa (Akmeemana)

Ariyadasa, Weligama Polwatta Galap-
pathige (Haputale)

Atapattu, Don Peter (Beliatta)

Attygalle, Dhanapala Piyadasa (Ratna-
pura)

B

Banda, The Hon. Mohottaliage Dingiri

(Polgahawela)

Banda, Weerakoon Mudiyanselagedera
Kumbure Gedera Tikiri (Galagedara)

Bandara, Bamunusinghe Arachchige Heen
(Badulla)

Bandara, Dissanayake Mudiyanselage
Tilakaratna (Wariyapola)

Bandaranaike, Mrs. Sirimavo Ratwatte
Dias (Attanagalla)

Bandaranayake, Samuel Dias (Gampaha)
Beligammana, Ratnayake Mudiyanselage
Chandrasena Ratnayake (Mawanella)
C

Chandrasiri, Somaweera (Kesbewa)

Chelvanayakam, Samuel James Velupillal,
Q.C. (Kankesanturai)

Corea, The Hon. Srikumaradas Charles
Shirley (Chilaw)
D

Dahanayake, The Hon. Dr, Wijayananda
(Galle)

Daniel. Mahahitana Arachehige , (Hlewp-
heta)

Dassanayake, Dassanayake Mudiyanselage
Loku Banda (Gampola)

de Alwis, William Neal (Baddegama)

de Mel, Ronald Joseph Godfrey (Devinu-
wara) [by-election, March 1967]

de Silva, The Hon. Charles Percival
(Minneriya)

de Silva, Dr. Colvin Reginald (Agala-
watta) [by-election, May 1967]

de Silva, Lokuge Chandradasa (Bala-
pitiya) [election declared woid, Decem-
ber 1567]

de Silva, Peduru Hewa William (Devi-
nuwara) [election declared wvoid, April
1966]

de Silva, Ruwanpura Lakshman (Bala-
pitiya) [by-election, December 1968]

Devanayagam, Kanapathipillai William
(Kalkudah)

de Zoysa Siriwardena,
(Minuwangoda)

Dharmadasa, Wanni Arachchige (Pel-
madulla) [by-election, October 1967]

Dharmadasa Banda, Ratnayake Mudiyan-
selage (Bibile)

Dharmalingam, Visvanathar (Uduvil)

Dias Bandaranaike, Felix Reginald
(Dompe)

Michael Paul

E
Edirisuriva, Charles Francis Warnakula
(Tissamaharama)

Ekanayake, Ekanayake Mudiyanselage
Herath Banda (Mawatagama)
F

Fareed, Sir Razik, O.B.E. (Appointed
Member) [resigned, February 1968]
Fernando, Thomas Quentin (Negombo}
[died, April 1967]
Fernando, Merennage
(Moratuwa)
Fernando, Nicheclas Denzil
[by-election, July 1967]
Fernando, The Hon. Warnakulasuriya
Ichchampullige Hugh (Nattandiya)
[by-election, January 1968]

G

Goonewardene, Cholmondeley de Fonseka
(Kalutara)

Goonewardene, Leslie Simon (Panadura)

Gunasekera, Jayalathge Gnanasekera
(Bandarawela) [resigned, August
19661

Gunasekera, Prins (Habaraduwa)

Gunawardena, The Hon. Don
Rupasinghe (Avissawella)

H

Hameed, Abdul Cader Sahul
Akurana)

Herat, Sirisena Bandara (Hiriyala)

Herath, Tikiri Banda Mudiyanselage
(Walapane)

Hettiarachchi, Don Frank (Nivitigala)

Hettige, Sirisena (Hakmana)

Hurulle, The Hon. Edwin Loku Bandara
(Horowupotana)

Maurice Ruskin

'(N egombo)

Philip

(Second
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( xxviii )

[langaratne, Tikiri Bandara (Kolonnawa)
[by-election, February 1967]
Imbulana, Premachandra

wella)
Irivagolle, The Heon. Imiya Mudiyanselage

Raphael Abhayawansa (Kuliyapitiya)

(Ruwan-

J
Jayakody, Jayakody Arachchige
Lakshman (Divulapitiya)
Jayasingha, Stephen de Silva, O.B.E.

(Dehiwala-Mt. Lavinia)

Jayasingne, Donald Sheiton (Wattala)

Jayasuriya, Gamani Nanda (Homagama)

Javawardena. The Hon. Mahabalage Don
Henry (Kottawa)

Jayewardene, The Hon. Junius Richard
(Colombo South) [returned wuncon-
tested]

Jayewickreme, The Hon. Walter Geoffrey
Montague (Weligama)
Jonklaas, Vernon, Q.C.

Member)

(Appointed

K

Kalugalla, Idampitiye Rallage
Banda Gunatilaka (Kegalla)
Kannangara, Charles Nissanka
yaya) !
Kannangara, Mrs. Irene Wimala, M.B.E.
(Galigomuwa)

Kariapper, Gate Mudaliyar Mohamed
Ibralebbe Muhamood Samsudeen
(Kalmunai) [disqualified under I'mposi-

Punchi

(Deni-

tion of Civic Disabilities (Special
Provisions) Act, No. 14 of 1965—
November 1965]

Kariyawasam, Haputhanthiri Gamage

Albert (Bentara-Elpitiya) [by-election,

October 1966]

Karunaratne, Chandratilaka (Nawala-
pitiya)

Karunaratne, The Hon. Nuwarapaksa

Hewayalage Asoka Mahanama {(Ram-
bukkana)

Karunasena, Wanni Arachchige (Pel-
madulla) [election declared wvoid,
July 1967]

Kathiravelupillai, Sivasubramaniam
(Kopai)

Keuneman, Pieter Gerald Bartholomeus
(Third Colembo Central)

Kotelawala, George (Bandaragama) [dec-
lared elected by Supreme Court conse-
auent on election of Mr. K. D. D. Perera
1969] being declared void—affirmation :
March 1969]

Kularatne, Hiripitiyage (Rakwana)

Kulatillake, Attaragama Rajanakse
(Teideniya}

L
Lenawa, Wanasinghe Rajapakse Senana-
yvake Senavirathna Bandara (Keki-
rawa)
M
Manickarajah, Suppramaniam Mylvaga-

nam (Trincomalee)
Mathew, Caluadewazgey Nanda (Kolonna)

Mendis, Thenahandi Wijayapala Hector
(Katana\

Mohamed, The Hon. Mohamed

daniffa
(Borella)
Mohamed, Mohamed Izzadeen, Q.C.,

(Appointed Member) [appointed, March
1968 ]

Mohamed Ali, Mohamed Ehuttar Hadjiar
(First Mutur)

Moonesinghe, Anil Kumar (Agalawatfa)
[election declared void, August 1966]

Moonesinghe, Mangala Nath (Bulath-
sinhala)
Mustapha, Meera Lebbe Poddy Mohamed
(Nintavur)
Muthubanda, Pahuregedera (Laggala)
N
Naganathan, Dr. Elangai Murugesu

Vijayaretnam (Nallur)

Naina Marikar, Mohamed Haniffa Marikar
Mohamed (Puttalam)

Navaratnam, Vaithianathar (Kayts)

Navaratnam, Vallipuram Nallathamby
(Chavakachcheri)

Nawaratna, Herath Mudiyanselage
(Minipe) >

Obeyesekere, Mrs. James Peter (Miri-
gama)
P
Pasqual, Dayasena Turnolius (Matugama)
Peeris, Simon' Andrew (Passara)

Perera, Gamamedaliyanage John Paris
(Ja-Ela)

Perera, Kongaha Kankanamge Don David
(Bandaragama) [election declared »oid.
April 1967 ; re-elected at by-election,
September 1967 ; election declared void,
June 1968]

Perera, Michael
(Wennappuwa)

Perera, Dr. Nanayakkarapathirage Martin
(Yatiyantota)

Perera. Ranawaka Arachchige Solomon
(Kelaniya)

Peries, The Hon. Sir Pattiyapathirennehe-
lage Albert Frederick, K.B.E. (Nattan-
diya) [died, September 1967]

Pilapitiya, Abeyratna (Kalawana)

Ponnambalam, Ganapathipillai
Q.C. (Jaffna) P pillai Gangaser,

Premadasa, The Hon.
(Second Colombo Central)

R

Rajadurai, Chelliah (First Batticaloa)
Rajapaksa, George (Mulkirigala)
Rsﬁa}c:{al-{sa, (Igr% Dedigama Hewage Lilian
eticia odangaslanda by- )
January 1967] : ety

Rajapaksa, Rajapaksa Dewage Ranapals
W%Jayawardena (Dodangaslanda)
[election declared void, April 1966

Rajaratna, Mrs. Kusu - :
L ma (Uva-Parana-

Festus Wenceslaus

Ranasinghe

Ranatunga, Ranatunga Mudi
Dingiri Banda (Kotmale) S e
Ranaweera, Donald Jasen, M.BE.

(Nuwara Eliya)
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Rasamanickam, Sinnappu Moothathamby
(Paddiruppu)

Ratnam, Karthigesar
(Kilinochchi)

Ratnamalala, Ran Banda (Kalawewa)

Ratnapala, Dr. Amaradasa (Appointed
Member)
Ratnayake, Kiri Banda (Anuradhapura)

Ratwatte, Clifford Senaka (Balangoda)
[election declared void, January 19661

Ratwatte, Mrs. Mallika Ellawala (Balan-
goda) [by-election October 19661

3
Saddhasena, Dr. Maduwe Hewa (Amba-
langoda)

Samaranayake, Richard Gregory (Ben-
tara-Elpitiya) [election declared wvoid,
November 1963]

Ponnambalam

Samarasinghe, Don Senadira (Kolon-
nawa) [election declared wvoid, June
19661

Samaraweera, Wemullawatte Percy
(Welimada) [election declared wvoid,

November 1965 ; re-elected at by-elec-
tion, February 1967]. [Election declared
void, October 1967 : re-elected at by-
election, December 1568]

Senanayake, The Hon. Dudley Shelton
(Dedigama)

Senanayake, The Hon. Edward Lionel
(Kandy) ]

Senanayake, Richard Gothabaya (Damba-
deniya)

Senanayeke, Maithripala (Medawach-
chiya)

Senarath, Somaratne (Amparai)

Seneviratne, Cyril Pinto Jayatilleke
(Mahiyangana)

Singleton-Salmon, Robert, C.B.E.

(Appointed Member)

Sinnalebbe, Abdul Latiff (Second Batti-
» caloa)

Sirisena, Dooclwala Galapitage
chandra (First Akurana)

Sirisena, Jasentuliyana (Bingiriya)

Sivasithamparam, Murugesu (Uduppiddi)

Sivasithamparam, Thamotharampillai
(Vavuniya)
Soysa Bernard (Colombo South)

[returned uncontested]
Subasinghe, Subasinghe Mudiyanselage
Tikiri Banda (Katugampola)

Hema-

Sugathadasa, The Hon. Vithana Aratchige,
M.B.E. (Colombo North)

Suriarachehi, Suriarachchi
lage Karunadasa (Mahara)

T

Tennakoon, Mudiyanse (Nikaweratiya)
Tennekoon, Pathiraja Mudiyanselage
Kapuruhamy (Mihintale)

Tennekoon, Tikiri Banda (Dambulla)
Thondaman, Vana Ena Kana Runa
Savumiamoorthy (Appointed Member)

Kankanama-

Thurairatnam, Katheripillai (Point
Pedro)

Tillekeratne, Don Edwin (Ratgama)

Tillekeratne Wanniarachchige Don

Stanley (Kotte)
Tudawe, Balaupasakage Yasodis (Matara)

W

Wanninayake, The Hon. Ukku Banda
(Yapahuwa)

Weerakoon, Punchi Banda Aloysius
(Wattegama)

Weerasekera, Dhanapala Philip Ranil
(Dehiowita)

Welagedara, Dingiri Banda (Kurunegala)
Welegama Weerakoon Mudiyanselage

Raja (Monaragala)

Wickramanayaka, Beddage Don Ratnasiri
(Horana)

Wickremasinghe Percy Abeywardana
(Kamburupitiya)

Wickremasinghe, Dr. Sugiswara Abey-
wardena (Akuressa)

Wijlay?sundara, Punchi Bandara (Kiri-
elia

Wijeratne Banda, Kotugodelle Yapa
Mudiyanselage (Soranatota)

Wijesinghe, Kuruppu Appuhamillage
Leelaratne (Polonnaruwa)

Wijesiri, Rankettege Premachandra
(Kundasale)

Wijesuriya, Henry Edmund (Maskeliya)
Wijetunga, Dingiri Banda (Udunuwara)
Wimalasena, Nanediri (Senkadagala)

Y

Yalegama, Manamperi Mudiyanselage
Samararatna Bandara (Rattota)
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GOVERNMENT OF CEYLON

GOVERNOR-GENERAL

His ExcieLLENCY MR. WiLLiaAM GOPALLAWA, M.B.E.

CABINET

[RE-ForMED By THE HON. DUDLEY SHELTON SENANAYAKE, SEPTEMBER 1968]

Prime Minister, Minister of Defence &
External Affairs, Minister of Planning
& Economic Affairs

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

Minister of State,

Minister of Agriculture and Food

Minister of Public Works, Posts and
Telecommunications
Minister of Scientific Research and

Housing

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

Minister of Home Affairs

Minister of Industries and Fisheries
Minister of Finance i oo
and Cultural

Minister of Education

Affairs
Minister of Social Services
Minister of Justice JE ih
Minister of Communications

Minister of Nationalized Services

Minister of Local Government and
Parliamentary Secretary to the Minister
of Information and Broadcasting

Minister of Labour and Employment
Minister of Commerce and Trade
Minister of I-Iealth oo [CX )

Minister of Information ana Broadcasting
and Parliamentary Secretary to the
Minister of Planning and Economic
Affairs

The Hon. DUDLEY SHELTON SENANAYAKE,
M.P.

The HonN. Junius RICHARD JAYEWARDENE,
M.P.

The Hon. MOHOTTALLAGE DINGIRI BANDA,
M.P.

The HoN. WALTER GEOFFREY MONTAGUE
JAYEWICKREME, M.P.

The HonN. MAHABALAGE
JAYAWARDENA, M.P.

Don HENRY

The Hon. CHARLES PERCIVAL DE SILVA,
M.P.

The Hon. DR. WIJAYANANDA DAHANAYAKE,
M.P.

The HonN. Don PHirp RUPASINGHE
GUNAWARDENA, M.P.

The PHON. Uxku BAnpDa WANNINAYAKE,
M.P.

The HoN. IMIvA MUDIYANSELAGE RAPHAEL
ABHAYAWANSA IrrvacoLLE, M.P.

The Hon. NUWARAPAKSA HEWAYALAGE
Asoxa MAHANAMA KARUNARATNE, M.P.

SENATOR THE HON. ALEXANDER FKAIRLIE
WITEMANNE

Thl& gon. Epwixn Loku BANDARA HURULLE,

The HoN. VITHANA ARATCHCHIGE SUGATHA-
pasa, M.B.E., M.P.

The Hon. RANASINGHE PREMADASA, MLP,

Thl\?l 1:I.icnxr. MoHAMED HANIFFA MOHAMED,

The HoN. WARNAKULASURIYA ICHCHAM-
puLLIGE HucH FERNANDO, ML.P.

ThIg.-I EI)—Itm. EpwARD LIONEL SENANAYAKE,

SENATOR THE Hon. JoOHN ARTHUR

AMARATUNGA, M.B.E.
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PARLIAMENTARY SECRETARIES

Parliamentary Secretary to the Minister
of State

Parliamentary Secretary to the Minister
of Agriculture and Food

Parliamentary Secretary to the Minister
of Public Works, Posts and Telecom-
munications

Parliamentary Secretary to the Minister
of Health

Parliamentary Secretary to the Minister
of Land, Irrigation and Power

Parliamentary Secretary to the Minister
of Labour, Employment and Housing

Parliamentary Secretary to the Minister
of Industries and Fisheries

Parliamentary Secretary to the Minister
of Commerce and Trade

Parliamentary Secretary to the Minister
of Finance

Parliamentary Secretary to the Minister
of Education and Cultural Affairs

Parliamentary Secretary to the Minister
of Social Services

Parliamentary Secretary to the Minister
of Justice

Parliamentary Secretary to the Minister
of Communications

Parliamentary Secretary to the Minister
of Home Affairs

Parliamentary Secretary to the Minister
of Nationalized Services

Don PeTeEr AtaparTu, Esq., M.P.
PreMa CHANDRA IMBULANA, Esq., M.P.

THENAHANDI WIJAYAPALA MEeNDIS, Esq.,
M.P. :

Mgs. IreNE Wimara KANNANGARA, M.B.E.,
M.P.

Cyri. PINTO JAYATILLEKE SENEVIRATNE,
Esq., M.P.

STEPHEN DE SILVA JAYASINGHA, Esq., O.B.E.
M.P,

DoNALD SHELTON JAYASINGHE, Esq., M.P
SimoN ANDREw PEERIS, Esq., O.B.E., M.P.
NANEDIRI WIMALASENA, Esq., M.P.
Gamant Nanpa JavAsuriva, Esq., M.P.

MEeErRA LEBBE Poppy MOHAMED MUSTAPHA,
Esq., M.P.

MouamMeEp HANIFFA MARIKAR MOHAMED
NaiNA MARIKAR, Esq., M.P.

DASSANAYAKE MUDIYANSELAGE Loro

Banpa DASSANAYAKE, Esq., M.P.

RATNAYAKE MUDIYANSELAGE CHANDRASENA
RATNAYARE BErLicammana, Esq., M.P.

Dincirt Banpa WELAGEDARA, Esq., M.P.
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HOUSE OF REPRESENTATIVES

CHAIRMEN’S PANEL

Mr. M. Izzadeen Mohamed, Q.C.
Mrs. J. P. Obeyesekere

Mr. V. Dharmalingam

Mr. T. B. Subasinghe

Mr. A. C. S. Hameed

COMMITTEE OF SELECTION
Mr. Speaker (Chairman)
The Hon. C. P. de Silva
The Hon. M. D. Banda
Mr. M. H. M. Naina Marikar
Mr. S. J. V. Chelvanayakam, Q.C.
Dr. N. M. Perera
Mr. G. G. Ponnambalam, Q.C.
Mr. Maithripala Senanayeke.

STANDING ORDERS COMMITTEE

Mr. Speaker (Chairman)

Mr. Deputy Speaker

Mr. Deputy Chairman of Committees
The Hon. J. R. Jayewardene

Mr. M. H. M. Naina Marikar

Mr. A. Amirthalingam

Mr. Prins Gunasekera

Dr. N. M. Perera

Mr. R. Singleton Salmon, C.B.E.

PUBLIC ACCOUNTS COMMITTEE

Mr. Bernard Soysa (Chairman)
Mr. M. Falil Abdul Caffoor, M.B.E.
Mr. M. S. Amarasiri

Mr. P. G. B. Keuneman

Mr. Lakshman Jayakody

Mr. S. Thondaman

Dr. E. M. V. Naganathan

Mr. D. B. Wijetunga

Mr. A. C. S. Hameed.

HOUSE COMMITTEE

Mr. Speaker (Chairman)
Mr. G. J. Paris Perera
Mr. Gamani Jayasuriya
Mrs. J. P. Obeyesekere
Mr. S. M. Rasamanickam
Mr. D. B. Wijetunga

Mr. D. P. R. Weerasekera
Mr. S. Hettige.

PUBLIC PETITIONS COMMITTEE

Mr. Speaker (Chairman)

Mr. M. Abdul Bakeer Markar
Mr. K. W. Devanayagam
Mr. Mangala Moonesinghe
Mr. K. B. Ratnayake

Mr. P. B. A. Weerakoon.

LEGISLATIVE STANDING
COMMITTEES*

STANDING COMMITTEE “‘ A ”

. M. Falil Abdul Caffoor, M.B.E.
. M. S. Amarasiri

. K. P. Ratnam

. T. B. Ilangaratne

. Chandra Karunaratne

. P. G. B. Keuneman

. F. R. Dias Bandaranaike
. M. A. Daniel

. D. E. Tillekeratne

. B. Y. Tudawa

. Neal de Alwis

. R. J. G. de Mel

. Lakshman de Siiva

. K. W. Devanayagam

E. M. V. Naganathan
. Festus Perera

. N. M. Perera

. N. Denzil Fernando

. A. Ratnapala

. R. P. Wijesiri

. J. L. Sirisena

. Maithripala Senanayeke
. A. C. S. Hameed

. S. B. Herat

STANDING COMMITTEE “B”

. V. Annamalay
. M. Abdul Bakeer Markar

. George Abeyagoonasekera

. S. S. Abeysundera

. Sugathadasa Arambewela
. M. Izzadeen Mohamed, Q.C.
. P. B. G. Kalugalla

. H. Kularatne

. George Kotelawala

. Leslie Goonewardene

. Prins Gunasekera

. Lakshman Jayakody
. V. Dharmalingam

. S. M. Manickarajah

. C. N. Mathew

. D. B. Ranatunga

. 5. B. Lenawa

. S. A. Wickremasinghe

. D. B. Wijetunga

. P. B. A. Weerakoon

. T. Sivasithamparam
. 5. K. K. Suriarachchi
. Bernard Soysa

LB My Herath,

*A Chairman is nominated by Mr, Speaker when a Bill is referred to a Com-

mittee.
4—o8 5091 (69/8)
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HOUSE OF REPRESENTATIVES

PRINCIPAL OFFICERS AND OFFICIALS

THE SPEAKER THE HonN. S. C. SHIRLEY Corea, M.P,

THE DEPUTY SPEAKER AND CHAIRMAN OF MR. M. SivasiTHAMPARAM, M.P,
COMMITTEES

THE DEPUTY CHAIRMAN OF COMMITTEES .. MRg. G. J. PARIS PERERA, M.P.

Clerk of the House of Representatives .. S. S. WisesinEA
Clerk-Assistant S. N. SENEVIRATNE

Serjeant-at-Arms o
Assistant Serjeant-at-Arms

HANSARD STAFF

Editor of HANSARD :
G. E. P. pE S. WICKRAMARATNE

Assistant Editor :

M. L. J. PERERA

Sub-Editors :

W. P. NANAYAKKARA

L. I. J. MENDIS

D. J. RANASINGHE

E. D. GUNASINGHE

M. A. M. M. MOHIDEEN

T. L. JumAT

A. J. A. Doray
Reporters :

W. M. FERNANDO

S. M. P. B. SAKALASOORIYA
H. P. Cyrin

M. C. M. SAYIRU

P. T. WiJAYADASA

. RAJADURAI

NADARATAH

A. WIJAYARATNA

M. JAYASOORIYA

L. W. DISSANAYAKE

d

r e [ ) 5o [0 )
®
S
&
=
147}
=

A. J. R. oE Sinva
R. ABEYSINGHE

ADMINISTRATIVE STAFF
Administrative Assistant :
M. R. H. pE FoNSEKA

Finance and Stores Section :

F. S. LivaNnace (Principal Clerk)
D. ATTANAYAKE

S. M. C. B. SAKALASOORIYA

S. G. WAIDYARATNE

RonaLp A. pE Soyvsa

Order Paper and Minutes Section :

B. V. Perera (Principal Clerk)
. SEEVANAYAGAM
. GuNnaADASA
. SUBRAMANIAM
. A. SUGATHAPALA
. S. BopARaGAMA
. KANDASAMY
M. PERERA

e grics!

EH <t

Establishment and Committees Section :

K. T. N. pE Sizva (Principal Clerk)
H. A. B. WANASINGHE

K. KARUNATILLEKE

H. F. P. FONSEKA

Bills and Questions Section :
W. C. P. pE Fonsega (Principal
Clerk)
D. PARANAVITANE
S. V. R. VETHANAYAGAM

Librarian :
T. V. GOONETILLEKE

Assistant Librarian :
T. T. S. S. AMARASEKERA

Senior Interpreters :

S. CUNJITHAPATHAM
C. W. PaANNILA

interpreters :
N. P. SIVASUBRAMANIAM
P. A. A. PERERA
V. S. AHANGAMA
H. WETTASINGHE
W. RAJASEKERAM
S. K. THAMBIPILLAI
N. SUBRAMANTIAM
A. SELLADURAI
P. KANDAMBI
V. SUNDHARALINGAM
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House of Representatives
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Fafld@oemin, 2 gaer 1969
Saturday, 2nd August 1969
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Feou, 9. U. 2 wvefldEd mQUEG. FUTSTUST
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The House met at 2 p.Mm., MR. SPEAKER
[TeE Hon. S. C. SHirLEY CoreA] in the
Chair.

GEDIEO 0D SO
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ORAL ANSWERS TO QUESTIONS
DOM e wITD BRI :
BoxneEsY B2V 1D
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LITLBI &G

Smsar

INSTITUTE OF PRACTICAL TECHNOLOGY,
KATUBEDDA : COURSES IN SINHALA

1. 85¥ @&mod s . (HRHED)
(B 9P eren @ewCessr—anLimmar)
(Mr. Prins Gunasekera—Habaraduwa)
GHBX &y otd B O POB
ey iy s»e: (§) DINGE
0EBm Semummed Bosiitnedny

B 50 LB @ Hwe?  (§)
@oBesy S cid@® 10 ¥ 8BoneCsy
ayesy O & D I
sy e ?

Fevel,
Ca’i_ e :

Meusmr
() s B0OLGs 57 65T S0
srae pEwughe Dumaser Qurfuied org
Hor Lrt_miser GurHssliubseaTper ? ()

SO FI T IYPDEFNT S

Quir Pufwey sbupsl L 10 UTL BSee
DT GTEST  FPrsersHe
yeur yDerrm?

2 orGlL_eTLIeH &

asked the Minister of Education and
Cultural Affairs: (a) How many
courses of study at the Institute of
Practical Technology, Katubedda, are
conducted in Sinhala? (b) Is he
aware that of the ten courses in
Engineering only one is conducted
in Sinhala ?

M SwgSaw . (FAMBB
wotdMmB DOwW GOBow @
@y o)

(8. srwefl gu@gilu—sod, seorerrs

dleusrs oewssfear urrrenwearps srfu

r@;ﬂ@)

(Mr. Gamani Jayasuriya—Parliamen-
tary Secretary to the Minister of
Education and Cultural Affairs)
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DINe wmE8m Iermwddw: Dewed
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sLOUSMS mANEINSE FTSE) HVWLD :
SOTSTL0

INSTITUTE OF PRACTICAL TECHNOLOGY,
KATUBEDDA : AGE QUALIFICATION

2. §u¥ed ganctd s .

(B Speren @earCasar)

(Mr. Prins Gunasekera)

GBWBY & ot B  WOWD
@ O@Bensy qg T’ (§) gRBBH
GSg BB 3P Jenow SISO B
DN ed BB Seswmed 2wd
I A& weew 9 geusyy SI®
g dwed BD BB PP 85D
aB D I e N ? () Svw
IBBE ged N ®edsy s Dwed
B pg 8O» By K¥WATO OO
Sen®wd 9C' P vl WSRO @ @8
wewsIhe ?

Ul g
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e | § (RS 7S

FVef, ofleusmr
Cal . el : () sodll Gurg srrsr
(#r. &.) uflieve pL_gGHuBld orpLiLL
STngsH@ane, Qs gudayerer e
EDF FTES@) pOUSEDEH e anriiLes
QeliCarnes o g SITSHTSBar FLbLbS
wrs  oyb 5 fltorel) & SlapLiLeang geui 9y
arsr? () P55 ewlsoins@Hs S0
Qurepgs e L Comri Lflene @pyoysdr

ST &I T OIUDF F DT &
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asked the Minister of Education and
Cultural Affairs: (a) Is he aware
that an injustice has been caused in
the matter of age qualification to
those who apply to the Istitute of
Practical Technology, Katubedda, due
to the delay in holding the General
Certificate of Education (Ordinary
Level) Examination ? (b) Will he
permit those students who are
awaiting results and are within the
age limit at present, to apply for this
Examination ?

B Sl

ScogaSe Deon.

(8m. gu@iv)
(Mr. Jayasuriya)
(@) dwc®mbdsy wewmm gung Do

BD D@ DS crNND ew®EBI Gesdh
Semwzy &el exn ™. (§) 9 G® vy
Dy gDexnedE gdws PWIHHO® 65X
B auc®widses @GR vy end
@B G5 Ced. avm Iwewnsy®
e E® @y wd B3O O sy
8§ ao. Smmeed IBOE arxl B
D6 B3ed.

DN BNGED D
(FUTBrsT oeurser)
(Mr. Speaker)
3 9 gy B,

SeotgSes oon.

(Bm. u@miu)
(Mr. Jayasuriya)
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Quespion ordered to stand down.
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FOREIGN EXCHANGE SPENT ON RICE, FLOUR,
FERTILIZER AND INSECTICIDES

4. 3. .
(cmNECsY 520d)

(2. £. .9, Qs ser—QsrQerer@a )

(Mr. T. B. Ilangaratne—Kolonnawa)
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28 BERG
B8 yeowssaors Cal die: (1) oNa,
(1) Qargieny wr, (1ii) orb, (iv) &l
sriefl y@Queapdpsrs apopCu 1964,
1965, 1966, 1967, 1968 @w 611&9.‘1;‘;‘51_..-‘:_11_;.‘_
Qaafl pri”Be Ceareaen s Ogrens Guicrer?

asked the Minister of Finance : What
is the amount of foreign exchange
paid for (i) rice, (ii) flour, (iii)
fertilizer and (iv) insecticides during
1964, 1965, 1966, 1967 and 1968 respec-
tively ?

28w 8End

Y. ce » V. (e g @Bey
2 8Ee®@s¥m e ®®)

(. erar. dlweCrar—pE oewsafar
LT T @KL P& STl Se )

(Mr. N. Wimalasena—Parliamentary
Secretary to the Minister of Finance)

Sir, since it is a long answer, I am
tabling it.

wmeluw @3 AP ¢ BEMS Ve :

sUTSLS Sev eneudaliul L. eflenl. eisLom g :

The Answer tabled is as follows :
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MAMMOTIES : REQUIREMENTS

D. OGS B Sean.

(Bm. Qomssgar)

(Mr. Tlangaratne)

8E® on ;mné @e@BexnsI quy
@ e ; 1965 80O 1968 el Dy Oz Do
FOAT D CorndD DN WE GO
BomD emne@enc ?

Aarrms, > e YobFFemTs Qb L a4 ) :
1965 QOprL &sih 1968 auen TULITeT ;i“g@f\p‘fmm@
QU (ht 5 B D@D @evren Hude
Wmps  wanQeu g sefler Qasrens oremer

-ﬁlg-sa}a;wrr

Qavarmr s gsror ?

asked the Minister of Agriculture and
Food : Will he state what was the total
requirement of mammoties in Ceylon in
each of the years 1965 to 1968 ?

8. 8 ARG ®wm. (MBS ™
Pné HOBed @dGe®sim eTm)

(B 1. . Qubyerer—dMleis e, o eore
YUDF a3t LIT T T OHLOGT D& srifw sifl) )
(Mr. P. C. Imbulana—Parliamentary

Secretary to the Minister of Agriculture
and Food)

The requirements of mammoties
for the years 1965 and 1966 had not
been estimated. The requirements for
1967 and 1968 had been estimated at
600,000 and 740,000 respectively.

CED : PBIRBIG
wanGaly. : @maEEws
NMNAMMOTIES : IMPORTS

6. 9Ca i 5 e,

(B Qamasrger)

(Mr. Ilangaratne)

&5 OB FPBeosy qu o
53051 (@) 1965 &80 1968 c2'dh D’ s
g e DE O Doy BCSESHET Eozn
DO easydm Gdedec? (g¢) & & g9
A cDC Gop Sobn Gy tned D esoexd
cdsY BBeD®» Gc c® Bww e
08® gdece? (@) 8OS3sF ed ewsd
D% G e MO Gy Bufjeale)?

8 Es@*q}ée_
Quregrmis yowssamrs Cuiy e : ()
1965 Q@rissin 1968 euadrwirer spaubleur
QUKL & B ih Qavmen s s e, I@péﬁ@m{@ Gl
wi . werblaLig ser 6r & ST ? (=)
Qps @aQardg eh-S5m GaEms
oyrerms o Carsls Qurmm’ s Qgsru
arih 2 mug s QF i) g weanGa’ g H6r of & ST
aupmsI L ar? (@) wenQon g sér @mpé

@m@ Qriis sruaTBEer wWiree ?

asked the Minister of State: (a)
What was the number of mammoties
imported to Ceylon in each of the
years from 1965 to 1968 ? (b) How
many mammoties produced by the
Ceylon State Hardware Corporation
were distributed in each of these
years ? (¢) What are the establish-
ments which imported the mammo-
ties ?

b & 8. LwdBAm (Sds @B
@ ey, @l B
8edw wOwy B8EAc ¢ @Be’w EE
c€x¥m )

(Qzorrer  Cem.  gyi. egweul gerT—@uri
@0 T /1% __gpfc;a)mé.;@Lh 197 Lo ,g{amwéf&f@i.b
urssriy,  Qaefldlausrr  oeIE FT HILd

LI T T @hLeT pé s il Sif&yh)

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

(¢) 1965 &. 285000 &. 1966
S 4,656,000 &. 1967 & 2,98,000 &. 1968
G 2,47,000 &. (99 9% HE® w.cmm.
@ com 88me® &) (¢) 1965-66 28
OCE BEencww Gé®®» emnd .
1967 & 1,056,568 &. 1968 S 1,44,766 &.
(9) B0 EW& dwewsY & @
CBEDND chend EaB. @ Dw BHHOD
2ED.

smeduw O AW G CRENE e S
FUTLSL & Gl6) eweudsUULL. Hred aprm)l :

The List tabled is as follows :
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2. g9¢C el s 230
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ead&@, 50, edF e
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10.

11.

13.

14,

15.

16.

47,

18.

19.
20.

21.

22.

23.

24.

25.

. G008 wewdcledwd,

. 6985 Oed8.

Bewidm 9535 VeFBCE®

NI EEDS
10%/9, 3 & ®de
88w, exng® 11.

gcR8sy wo w&w®, 57, &6 B,

eme® i1.

G1o08nsY @ 8w emiuedun’, 314,
Béem ewsy 3w, congd 12.

hdh ©mn B&Hed, sbemewmsy SEc,

emed 12.

320,

8@ YT ©Hmn EHe®, 481 }WEE @d,
ame® 10.

89 Becly Oupfuwldd qusfd @8
Y O, on. e, 1304, ezneg® 2.

62088 ezduedasy, 116/118, ca@=d

88w, emne® 1.

8BS =ZDePwd dedded, 149, 151, coBed
3, amne® 11.

BYLME eHn® 6IEE GPrumme, 21, D
exsdd 82w, emved 2.

= TONSION emBod

32w, emnegd® 11.

eExéE BT AR exduecBaxsy, 81, 1/114,
@ GsnAEBT C, ™S BEw, cne®
11.

189,

e, 8F. 98. e, 115, 3 B wded 58,
emns® 14.

B3 m8usxed o expe 8, @&
88w, eammg® 11.
830 25708 sy o&Hed, mx. . U4,

cne® 4.

9y, 08. SPB® mm» wHed, 116, Q&S
J8w, emue® 11.

UDB 208D wmE eI Ed, 30, 32, 3 A
wéed Ew, empe® 11.

88 af mmed, 17, 608 88w, czmed 12,

def. 8. B V. @89, emBwd

38cs, emng® 11.

147,

Y. 0. eI wn umewd, 91, 2 2B
wdéed 88w, emned 11.

e, DO, e@en@d JPBO esw» ymewd, 89,
3 &8 oded Blw, exmeR 11.

&f. 98. 99. ePe®B ZPBO I ©®
e, 64-68, 3 21 nded 8w, eed
141.

0. 09, edBEsTY 8D s wSH®, 142,
s 5 88w, exe® 12.

®8wsIOC 08D wmd o eI Bed, 322, &8m
esy 88w, ened® 12.

16
. 8. 98. LH¥DBY wm gmewd, 72, 3
D wdbed 8w, eme® 11.

83m deury =ndDedwnd D 08u&d, 443,
edem sy 88w, eme® 12.

26.

wB® &f e Bed’s 188, @S 8w, exmed 14.

. B :060CF up ©» ade®, 37, sda
emzy 88w, emng® 12.

. 98, DF. 93. 29, eafd wn u&®H®»E, 16, 3
B obed 8Cw, cmed® 4.

. Y. @l BIghisnesY, 134-170, ex’. .

qued. 206, wme.

32. ey ® gl e EDEDwE of €03 S,

516, f BHE 20d cpen, crne® 10.

2D IO FBamw oBeddde 2D
Ay e 6esf B wm@ho®, 177, eoded
S8, ctme® 14.

33.

34 B3m 9nF. ccdBEo0® mo s@w®, 450,

ségmewmsy 8w, emed® 12.
3. B8» cHDE wo o, mn. 6. 165, caned.

36. B8 eD3 up wm» sHod, =x. 6. 166,

Gzne®.

. O, &9, eesef, 235, 1/4, DO @&y,
eone® 11.

(@) @nésuwsureri QL sib aflevnreaots

(1) erib. erb. U aTEH yeir. &Qasm., 97
Gs. Bs. erav. GmL, wrbliumewth.

(2) wuge ©Osar sreyGsm, 50, Lon b 8,
Qameplory 12.

(3) 2aGwl #Gan., 107/9, 3 b GosEs @) &,
Qamupiony 11.

(4) oeeer ser Qamouef), 57, wellue of 5,
@amepibry 11,

(8) wQuolsaser erasr@eNufm GanuBmser, 311,
udmw Cenena O 5@, Qsmepioy 12.

(6) umem e Qambuef, 320, L%iw Gsresrs
@&, Qarupioy 12.

(1) dpeyete ser Qamb. oNAL., 481, el
CmL, GQamepioy 10.

(8) &Cwrnesr wepiIdsBmen et Ruorsirey () 1/
&. Gu. 1304, Qamepiory 2.

(9) Qe prl CaruBpessr, 116/118, @a8uw 88,
Qanepory 11

(10) 8ppf) sm Qawi evGrav, 149, 151, Q58w
8, Gamupiby.

(11) m. &=. &f. svgruemp, 21, ausCara ab &),
Qanipinty . l
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(12) @Qnzer @pua Qamib., 189, Os8w o5,
Qamupiory 11. '

(13) @LoFFeori_ e
81-1/11, prsr &L, hlearen &8, GQamepwty 11

Glaaet HE) GG mFeor,

(14) oran. erev. erib. @smeyan, 115, 3 b GoIGG 5
Q& 5, Garepy 11.

(15) aplsaron e QarQmaviSo &AL,
S asren of &), @a&mepwony 1.

(16) serod oyer @Qamb. ML, 5. GQu. 214,
Glamepinry 11.

(17) eresr. erih. 2 \p@ib et Qambued, 116,
Lﬂ'@mimr'u &S &), @a&mepoyy 11,

(18) wiaf sm Qamr ewGomev, 30, 32, 3 b
GG 50, Garuy 11.

(19) wenaeiren ., 17, -gywor 5, GsrepoL]
12.
Gla s

(20) oren. erth. 147,

a5, QamupibL).

5. ere. LOTELOL,

(21) e. erep. GQloTsiog et Ferev, 91, 2 b
GpEGS s, Qanpby.

(22) erew. erth. GursGiol @D 9T Fevra,
89, 3 b gmEGs O&wm, Qamripioy

(23) er. orip. erih. QonaGior. @ p@ib FmiiL] et
Fevron, 6468, 3 b s Oswm, QaTipiby.

(24) erav. erin. GuonBeey Néms 2yeir. Qamib.,
142, Qzs8 &5 5, Qamypibe) 12,

(c¢) Importer’s Name

1. M. M. Abdul Cader & PRros.
2. Abdul Hussain Dawoodbhoy
3. Ahamed Bros.

4. Alawdeen & Company

5. American Engineering Corporation
6. Batcha & Company
7. Brown & Co. Ltd.

8. I(‘i%ylon Manufacturers and Merchants

9. Chettinad Corporation

10. City Hardware Stores

11..Co W, B,

12. Crescent Trading Co.

13. General Merchandise Corporation

14. S. L. M. Ghouse

15. Harrisons & Crossfield Ltd.
16. Hunter & Co. Ltd.

17. N. M. Ebrahim & Company
18. Jubilee Hardware Stores

6—od 5091 (7/69)
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(25) gMlereiioe am Gauwir o@umen, 323, vl
Benena O 5@, Gsmepby) 12.

(26) ar. Grib. GTLD. (MRUITLILE GIT 2 &OT Faien; 12, 3
@ mEGs 650, @6y 11.

(27) (mosay smiQauwi craripuCeas, 443,
ular Ganens @&, Gamwoy 12.

(28) enalin  av@omep, 188, HNfleired &f 8,

Gamepior) 11,
¥

(29) srapQlaied seir 26Ul Gzm. e, 371,
Ll Genenras Q&@m, Qamepr) 12.

(30) erib. erev. erp. erin. Qe e Qantb.,
16, 3 b Gm5EG5 03@, Qarupoy 11.

(31) a. 2. @GBS, 134-170, G=. Gs.
eran. Gemll, wWimLbULITei.

(32) Qear. 2BGsTe6b s Qeuist  evGamaw,
516, @ov@Garen GmL O 5MHG, Q@& rpioL].

(33) Osar Bds THum @mé@Hact D
10 B & e Qarued., 177, Q8w 5, Csrepb.

(34) eroir. aillsBalusn 26 Gsmin. A,
450, L Grrems G g, Gamwpiy 12.

(35) aungsr et B aMdc., &. G@u. 16b,
QamtpLoL -

(36) aunssit Faed /5 G&ETLD. e, u. Q.
166, GamipoL)
GrLD.

(37) aran. wesl, 235-1[4, gaGsri

wragms, Ganepoy 11.

Address

97, K. K. S. Road, Jaffna.

50, Dam Street, Colombo 12.

107/9, Third Cross Street, Colombo
11.

57, Maliban Streef, Colombo 11.
311, Old Moor Street, Cclombo 12.
320, Old Moor Street, Colombo 12.
481, Darley Road, Colombo 10.

P. O. Box 1304, Colombo 2.

116/118, Keyzer Street, Colombo 11.
149, 151, Keyzer Street, Colombo.
21, Vauxhall Street, Colombo 2.
189, Keyzer Street, Colombo 11.

81-1/11, Naga Building, Prince
Street Colombo 11.

115, Third Cross Street, Colombo 11.
Prince Street, Colombo 1.

P. O. Box 214, Colombo 11.

116, Prince Street, Colombo 11.

30,1 132, Third Cross Street, Colombo
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19. Mascons Ltd.

20. S. M. B. S. Mahamood

21. A. S. Mohammadu & Sons

22. S. M. Mohamed Ebrahim & Sons

23. A. M. M. Mchamed Ebrahim Saibu &
Sons

24. S. M. Mohideen Pitche & Co.
25. Oriental Hardware Stores

26. A. M. M. Rajabdeen & Sons
27. Ramson Hardware Enterprises
28. Saleem Stores

29. Samuelson & Co. Ltd.

30. M. L. M. M. Sheriff & Co.

31. A. R. Sivagurunathan

32. St. Anthonys Hardware Stores

33. South East Asia Imports & Exports
Co.

34. N. Vithilingam & Co. Ltd.
35. Walker & Greig Ltd.

36. Walker Sons & Co.

37. S. M. Yoosoof

QCoHCHN B Dea.

(8. @Qamsrser)

(Mr. Ilangaratne)

EA63sY @BmEBB WD Ged Ban
ged 460 oCin mmedd wotd ™D 98z
Beedr CA®D Ced geEd B8O
GBS Beshe ?

o ed. @d. Swddam

(Gaerres Ceg. oy epweuir ar)

(The Hon. J. R. Jayewardene)

& ¢ esy suem, DO Y& ®w DY
fOBISeamensy @Be gm e
28 cs0- e GOBPD MBS
DE D OB XD oo &0
S 6 6dBe @ exfesy myen.

OGS B Scan.

(8@ Qomsrser)

(Mr. Ilangaratne)
DE@usY 5 HORDSHO &
e¢sY 0 5ddsYe ? /

o & 8. @ 9HwISn (&Y
& GH6 ¢ OR)

(Caorrar . F. oy (&P DT 5T — ) &5 g
Qarifle, s pOmifer syemind i)

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

Dd grlfernsf gofmd sy m®.

58m BEns

17, Armour Street, Cclombo 12.
147, Keyzer Street, Colombo.

91, 2nd Cross Street, Colombo.
89, 3rd Cross Street, Colembo.
64-68, 3rd Cross Street, Celombo.

142, Chekku Street, Colombo 12.
322, Old Moor Street, Colombo 12.
72, 3rd Cross Street, Coclombo 11.
443, Old Moor Street, Colombo 12.
188, Prince Street, Colombo 11.

371, Old Moor Street, Colembo 12.
16, 3rd Cross Street, Colombo 11l.
134-170, K. K. S. Read, Jaffna.

516, Skinners Road South, Colombo.
177, Keyzer Street, Colombo.

450, Old Moor Street, Colombo 12.
P. O. Box 165, Colombo.

P. O. Box 166, Colombo.

235, 1/4, Olcott Mawatha, Colombo 11.

PP QHNEES DILD)

FEOLI 9] GVAUN
BUSINESS OoF THE HOUSE

g e&. wd. LB
(Qaorrey Cog. Y. sguiaui sar)
(The Hon. J. R. Jayewardene)
I move,

“That Sunday, 10th August; Wednes-
day, 13th August; Thursday, 14th
August ; Friday, 15th August; Saturday,
16th August; and Sunday, 17th August,
1969 ; be Allotted Days for the considera-
tion of the Appropriation Bill, 1969-70. "

g e IVum eI, wwmuddn S

N @ellBssLILLER, erh ms G SFeTenILLLg.

Question put, and agreed to.

998 VeREed AluSe

FEMLI leﬁ'ﬁy

SITTINGS OF THE HOUSE

@& &, ¢, Lwuddm
(Qaorrar Cop. oyi. epweui ser)
(The Hon. J. R. Jayewardene)
I move,

That this House at its rising this day

do adjourn until 10 A.M. on 2%
10th August, 1969, ” Sunday,
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Ygdme SRuy @I, wwmuddm S
ofl@ SOESILILE or ) m1&CH 6T eriILL g,
Question put, and agreed to.

Swddn sy emg®@sv,
1969-70
25156510 wCFrgr, 1969-70

APPROPRIATION Brirr, 1969-70

CcPm 26 BNee® Bowow Bwdm ¢
@uamLimin WS paren Sl N @SS E.
Order for Second Reading read.

&, &n. 2.5

QA . 3. Py Brne (e @ed)
(Qserrer  up. (9. QUGG 1T L1 % G— 5l B

DYNLDE FIi7)

(The Hon. U. B. Wanninayake—
Minister of Finance)
DS DGO, @d DDE
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[Eﬁiﬁl E)zs:"bﬁmmaz&]
DO gSwar wrYerduwmien, &8 OB

N8 2DEn emiedsy G < BESO
83005y BEE&.

B Lded oY mwmn @dowm 6
B seam eand BOBEG LHHNITE®
»NE Sded BechEsFeomsy CCilen

BsHcwionn cRernds)y QRHE Yem.

Qb DERHEB), cOmsY &8O
e DN 9:GBewsy Béeumd) O
e g2l e &3SS.

Mr. Speaker, it is my privilege to
present today the fifth Budget of the
National Government headed by
Mr. Dudley Senanayake and move
the Second Reading of the Appropria-
tion Bill for 1969-70 for the considera-
tion of the House.

As this is the last Budget to be
presented before the dissolution of
Parliament, I consider it appropriate
to place before this House a broad
picture of the progress that has been
achieved in the various sectors of the
economy since this Government came
into office in March 1965.

When the National Government
was formed in March 1965, the coun-
try was experiencing a severe econo-
mic crisis. Production in the wvital
sectors of the economy had slowed
down as a result of scarcities of
capital and intermediate goods, large-
ly on account of the acute shortage
of foreign exchange. The manufactur-
ing industries were working under-
capacity as they were not able to
obtain their full requirements of
machinery, spares and raw materials ;
the country’s transport system was
virtually on the verge of breakdown
as a result of the ban on the import
of lorries and trucks and the shortage
of tyres and motor spare parts; and
the country’s capital assets had
undergone a considerable deteriora-
tion without adequate maintenance
and replacement.

In introducing the first Budget of
the National Government on the 9th
of August 1965, I stated that  the

—ecDm 36 HwdS
principal objective of the National
Government would be to achieve a
higher rate of economic growth than
in the past, thereby raising the real
per capita income and the living
standards of the people and creating
employment opportunities to absorb

the growing labour force of the
country. While the main emphasis
was to be on economic development,
I stated further that the National Gov-
ernment would also take measures
to augment the flow of essential
supplies and to stabilize prices and
living costs, as far as possible. The
emphasis, Mr. Speaker, in my Budget
speech was on the achievement of a
higher rate of economic growth. With
your permission, Mr. Speaker, I
should like to quote one section from
my first Budget speech. The quotation
is from HANSARD and reads as
follows :

“You will agree, Mr. Speaker, that it
is only through the rapid development
of the Ceylon economy that we could
surmount the problems that would
otherwise increase in their intensity,
and eventually overwhelm this country
and its free institutions. If we are to
satisfy the popular aspirations, aspira-
tions for higher incomes, better
standards of living and higher levels of
employment, we have no alternative
but to direct all our talents, all our
resources and all our energies to the
objective of economic growth, This is
not a matter about which there can be
any room for complacency. The
strengthening of our institutions—cul-
tural, social and religious—themselves
depend on the provision of a strong and
widening economic base, If we were to
fail on the economic front, I could
hardly see how we could succeed on
any other. We cannot be happy with
arate of growth of 3 or 4 per cent per
annum. We should attain, as soon ‘as
possible, a rate of economic growth of
about 6 per cent per year if we are to
see the prospect of a significant change
In our economic situation. Some of the
more active developing countries are
already attaining rates of growth of
comparable magnitude and we must set
ourselves similar targets and gear our
efforts to achieving them. There is no
reason why this country should lag
behind others in economic progress as
In many ways we are possessed of
advantages that are denied to many

[OrrictaL REporT, 9th A -
Vold81cs. 79-80.] i el


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/

25 1969 gexdedz) 2 26

duldnm vl ewddum, 1969-70

Mr. Speaker, I am glad to say that
throughout the last four and a half
years, the policies of the Government
in all spheres have been geared to the
task of attaining the objective of rapid
economic growth. The task that we
had set before us was not an easy one.
It called for great courage in making
. decisions which were bound to be
politically unpopular in the short run.
Nevertheless, the Government intro-

duced the necessary policies however
unpalatable they were.

Mr. Speaker, the success of our
policies is clearly seen in the high
rates of economic growth in real
terms achieved in the last two years,
i.e, 44 per cent in 1967 and 8.3 per
cent in 1968. While there has been a
sustained growth in all the sectors of
the economy over the last two years,
the most significant contribution to
economic growth has come from the
impressive increase in domestic agri-
cultural production, particularly rice.
Paddy production which had slumped
to 36 million bushels in 1965, largely
on account of adverse weather condi-
tions, recovered in the following year
and has increased rapidly during the
last two years. The total production
of paddy in 1968 was 65 million
bushels and estimated production for
1969 is 71 million bushels. The suc-
cess in the agricultural front was not
confined to paddy alone. Substantial
results have been obtained in respect
of subsidiary food crops such as
potatoes, chillies, and onions. These
successes were the result of co-
ordinated  policies pursued by
Government, including higher
guaranteed prices, greater use of
fertilizers, increased use of high-
quality seed paddy, improved techni-
ques of cultivation, increase of
storage facilities, provision of
increased agricultural credit, vigorous
propaganda as well as an increase in
the acreage under cultivation.

With regard to the major export
crops, a significant growth has taken
place only in respect of rubber, the
production of which hag increased
from 261 million lbs in {965 to . 328

—egdm 6 DI

million lbs in 1968. In contrast, pro-
duction of tea and coconuts has been
stagnant.

The growth achieved in the sphere
of industry has been equally signifi-
cant. Industry, which had been
languishing for lack of raw materials
in 1965, was able to work to full capa-
city in 1966. All industrial corpora-
tions in the public sector have
registered significant increases in pro-
duction. Several major industrial
projects which were in various stages
of gestation were speedily completed
and brought into commercial produc-
tion during this period. Between 1965
and 1968, the total value of produc-
tion of indusrial corporations in-
creased from Rs. 70 million to Rs. 262
million. With the exception of two,
all industrial corporations are now
viable institutions making profits.
Work on several new industrial pro-
jects was commenced during the
period, particularly the Petroleum
Refinery Project and the Lubricant
Blending Plant Project, Puttalam
Cement Factory, the Integrated
Textile Factory at Tulhiriya, the Cast
Iron Foundry at Enderamulla, a steel
Foundry attached to the Steel Rolling
Mill at Oruwala, an integrated wood
working complex at Kosgama and- a
fish canning factory at Pesalai. In
addition, expansionary programmes
were undertaken by many corpora-

tions, particularly by the Paper,
Leather and the Mineral Sands
corporations.

The increase in industrial produc-
tion in the private sector has been
equally impressive. The pattern of
industrial output too has undergone
certain changes since 1965. Whilst in
1964 the share of consumer goods
accounted for approximately 63 per
cent of the total value of industrial
output, by 1968-69 it declined to 50 per
cent. On the other hand, the share of
intermediate and investment goods
had increased from 37 per cent to 50
per cent. 667 new industrial projects
have been approved by Government
since 1965. Action has been taken to
ensure that the bulk of these indust-
ries will be set up in the provinces so
as to obtain the maximum benefits to
the nation from their activities.
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While the economy has been
steadily forging ahead in production,
investment activity has received &
substantial boost in recent years.
Gross domestic fixed capital forma-
tion increased by 8.6 per cent in 1966,
15.1 per cent in 1967 and 14.7 per
in 1968. In 1965 there had been a dec-
line of 7.9 per cent. The figures for
the years immediately before 1965
are as follows:

1964—Increase of 2.2 per cent

1963—Decrease of 0.5 per cent

1962—Inecrease of 6.1 per cent
1961—Increase of 1.5 per cent

These figures of investment acti-
vity are the most effective indicators
of the progress that the economy has
been making in recent years. The
growth of investment in construction
has been particularly noteworthy,
with growth rates of 10 per cent in
1966, 20 per cent in 1967 and 27 per
cent in 1968.

Mr. Speaker, in the sphere of land
development 57,515 acres of land
were alienated for cultivation in the
major colonization schemes. 17,364
allottees were settled in these major
schemes. 51,700 acres were provided
with irrigation for the first time. A
further 32,000 acres were provided
with improved irrigation. With
regard to electricity, installed power
has been increased to 262 megawatts
as compared with an installed power
of 181 megawatts at the beginning of
1965-66. Mr. Speaker, I have quoted
only a few of the significant statistics
which indicate the economic pro-
gress achieved since 1965. There
have been significant improvements
in the provision of basic economic
facilities such as roads and bridges
and postal and telecommunication
services as well. In the spheres of
education, housing and health
services, too, considerable progress
has been made.

In order to provide Members of
this House with a more comprehen-
sive picture of the progress that has
been achieved in the different sectors
of economic and social activity. T am
tabling a document entitled “ Econo-
mic and Social Progress 1965-1969 7.
This document has been compiled on

”
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the basis of data supplied by the dif-
ferent Ministries. Any gaps in the
data in this document, I presume,
will be filled by Hon. Ministers 1n
their interventions in the course of

the Budget debate.

Mr. Speaker, in evaluating these
achievements we should bear in mind
the worsening of the terms of exter-
nal trade which occured during this
period. The implications for Ceylon’s
economic growth of the decline in the
terms of trade have been referred to
in previous Budget Speeches in this
House, both by myself as well as by
my predecessors in office. If we use
1948 as the base year, the terms of
trade had declined from the high
point of 160 in 1955 to 116 in 1964,
except for a temporary improve-
ment in one year. Since 1964 the
terms of trade have declined still
further and by 1968 had come down
to 102. The decline still continues.

The decline in the terms of trade
has in the past always been referred
to as the principal factor that has
frustrated economic growth efforts
in this country. Therefore, you will
see, Mr. Speaker, that it is certainly
a matter for satisfaction that in spite
of a further decline in the terms of
trade we have been able, in our
period of office, not merely to halt
the stagnation in the economy but in
fact to achieve quite satisfactory
rates of growth in the last two years.
The magnitude of the problem which
we have had to face during the last
four years on account of the further
decline in the terms of trade would
be appreciated if I mention that the
aggregate .,0ss of income to this
country between 1965 vand 1968 on
account of the unfavourable terms of
trade was Rs. 1,024 million in real
terms, using 1964 as the base year.
This is approximately 10 per cent of
the Gross National Product of 1968
and could have been utilized to
achieve an even higher rate of
growth.

The stratesy followed by the Gov-
ernment under such adverse circums-
tances was basically designed on the
one hand to reduce our dependence
on Imports, and on the other to
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strengthen and diversify our sources
of export earnings. On the side of im-
port substitution our efforts primarily
took the form of reducing our depen-
dence on imported rice—the import
of which this country could substi-
tute most easily and most profitably.
Import substitution was introduced
and accelerated in respect of subsi-
diary food crops as well. We were
not unmindful either of the import
substitution capacity of our industries
which received considerable en-
couragement, On the side of exports,
we have attempted to find new ave-
nues of export earnings while not
neglecting our traditional export
crops. The boost given to the export

of minor and  non-traditional
crops, processed and semi-pro-
cessed industrial goods and to
tourism were attempts on these

lines. With regard to our major
export product, tea, which has to
continue for years to come as our
principal source of foreign exchange
earnings, the Government has been
successful, in co-operation with inter-
national organizations, in initiating
discussions among tea—producing
countries to find a solution at an in-
ternational level towards solving the
crisis that is besetting the tea indus-
try.

These policies naturally require
time to bear fruit. Meanwhile, it was
obvious that a fairly substantial in-
flow of foreign assistance was vital
in order to resuscitate the economy
and generate growth. The aid which
had hitherto been flowing into the
economy through bilateral agree-
ments was not adequate to cope
with this problem. Accordingly, the
Government sought the assistance of
the World Bank which organized an
Aid Group to provide aid to Ceylon
on a systematic basis. The Aid-Cey-
lon Group as originally constituted
in 1965, consisted of Australia, Cana-
da, Japan, United Kingdom, United
States of America, the World Bank
and the International Monetary
Fund, with the Federal Republic of
Germany and India as observers.
Subsequently other countries have
joined in and today the Aid-Ceylon
Group consists of Australia, Canada,
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France, the Federal Republic of Ger-
many, Japan, the United Kingdom,
United States of America, the World
Bank, International Monetary Fund
and the Asian Development Bank
as full members, with Den-
mark, India and Italy as obser-
vers. Through the Aid-Ceylon Group,
four aid programmes providing for
foreign assistance in a total sum of
Rs. 1,200 million were negotiated be-
tween 1965 and 1968. Up to 31st May
1969, a total of Rs. 718 million of this
aid had been utilized. At the fifth
meeting of the Aid-Ceylon Group
held in March 1969, foreign assistance
in a total sum of Rs. 900 million was
pledged. Procedural arrangements
for the utilization of this aid are now
under way. In addition to the assis-
tance obtained under these pro-
grammes of aid, considerable
assistance was also received on a bila-
teral basis, from countries both in the
Kast and the West, and from interna-
tional institutions. I wish to place on
record the deep appreciation of the
Government and the people of Cey-
lon of the assistance the donor insti-
tuions and countries have given us,
and we are hopeful that they will
continue to support our efforts in the
future. I shall be tabling shortly a
document, as I did in the past three
yvears, which sets out in detail the
assistance received and the uses to
which this aid has been put.

Apart from the assistance received
from donor countries and institutions
on a long-term basis in the form of
commodity and project aid, the ad-
verse foreign exchange situation com-
pelled us to seek assistance on a short-
term basis, principally from the Inter-
national Monetary Fund. Since
March 1965, drawings aggregating
Rs. 607 million have been obtained
from the International Monetary
Fund. As against this, repayments
amounting to Rs. 182 million were
made, resulting in a net receipt of
Rs. 425 million from the International
Monetary Fund.

Another significant area of policy
which has a bearing on the economic
growth achieved in recent years re-
lates to the planning process. Prior to
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1965, a number of plans had been pro-
duced but they were largely confined
to paper. The work of the National
Planning Department had been sever-
ely restricted in scope. There was
hardly any machinery available for
the implementation of plans. Nor was
there any  systematic analysis and
evaluation of projects. In these cir-
cumstances, the Government had to
virtually create a new planning appa-
ratus. Accordingly a new Ministry
of Planning and Economic Affairs
was established equipped with the
necessary authority to intervene
effectively in the formulation and
implementation of projects. Simul-
taneously, with a view to ensuring
the most effective use of the coun-
try’s scarce foreign exchange
resources, as well as the Ilarge
amounts of foreign assistance that
were being negotiated under the Aid
Programmes, foreign exchange
budgeting was put on a comprehen-
sive and systematic basis and closely
integrated with the planning process.

It is also relevant to refer to the
positive measures taken by the Gov-
ernment to stimulate private enter-
prise and investment. When the Gov-
ernment assumed office in March 1965,
a serious situation had arisen from
the multiplicity and the high inci-
dence of direct taxes which had had
severe adverse effects on the coun-
try’s economic development. On the
one hand, tax evasion had grown to a

substantial degree and, on the other,.

there had been a substantial reduction
in personal and corporate savings and
investment. Consistent with our
policy of a mixed economy in which
both the public and private sectors
participate co-operatively in the na-
tion’s development effort, we intro-
duced a substantial reform of the tax
structure with a view to removing
the obstacles to and stimulating the
further expansion of private enter-
prise and investment. Accordingly,
the rate of company taxation as well
as the high marginal rates of perso-
nal income taxation were reduced.
Similarly, the maximum rate of
capital gains taxation was reduced.
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The wealth tax which had been con-
verted into a capital levy was restor-
ed to its original role which was to
act as a supplement to income tax. A
Taxation Inquiry Commission was
appointed and several tax refo;ms
were introduced taking into conside-
ration the recommendations of this
commission. The growth of private
sector investment in recent years 1s
partly attributable to these tax re-
forms. While amending the tax system
to make it more rational, consistent
and simple, the tax administration
was also considerably strengthened.
These reforms in the tax system were
not allowed to jeopardize collection of
Government revenue, which was
vital to the development effort. Total
government revenue has increased
from Rs. 1,817 million in 1964-65 to
Rs. 2,202 million in 1967-68, with a
further estimated increase to
Rs. 2,436 million in 1968-69.

The expansion of private sector
activity was further assisted by the
pursuit of an active policy in respect
of private foreign investment. The
setting up or the expanding of several
industrial units with the active colla-
boration of foreign investors who
have brought in both capital and
knowhow has thus been made possi-
ble. The moratorium on the repatria-
tion of dividends, interest and profits,
which was one of the principal inhi-
biting factors with regard to the in-
flow of foreign capital into Ceylon,
was relaxed in stages and has now
been lifted altogether.

With regard to the banking and
financial institutions providing credit
to the private sector of the economy,
the activities of the Bank of Ceylon
and the People’s Bank were expanded
so that they could provide more
credit for productive purposes. Cer-
tain legal restrictions which had
placed a ceiling on the total volume
of lending of the Bank of Ceylon were
removed. Between 1965 and May 1969,
the Bank of Ceylon opened 16 new
branches and the People’s Bank 43
new branches. Commissions were
appointed to inquire into the activi-
ties of both the Bank of Ceylon and
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the People’s Bank and amending
legislation, taking into account the re-
commendations of these commissions,
is now under preparation. The State
Mortgage Bank Act was amended in
1968 with a view to enabling that ins-
titution to play an increasingly im-
portant role in the financing of agri-
cultural development and it has
already launched several new
schemes. The Development Finance
Corporation of Ceylon was assisted in
obtaining two loans from the World
Bank amounting to a total sum of U.S.
$12 million, thereby enabling the cor-
poration to play a more positive role
in economic development.

After considerable negotiations the
foreign banks operating in Ceylon
have now been allowed to accept de-
posits from Ceylonese in such a
manner that these deposits will be
used entirely for the benefit of Cey-
lonese entrepreneurs. Together with
the approval granted to these foreign
banks, certain structural reforms have
been agreed to with them which,

when implemented, would substan-
tially  strengthen the Dbanking
system.

The growth effort also required the
pursuit of more realistic and rational
policies in respect of exchange and
import controls. Fundamental
exchange reforms were introduced in
1967 and 1968 through the devaluation
of the Ceylon rupee and the introduc-
tion of the Foreign Exchange Entitle-
ment Certificate Scheme, combined
with a general liberalization of import
controls. I shall be dealing with this
subject of exchange reforms in
greater detail in the course of my
speech when I deal with the perfor-
mance of the economy in 1968.

Mr. Speaker, I should now like to
examine the question of the cost of
living in its relevant aspects.

When this Government assumed
office in March 1965, the Colombo
Consumers’ Cost of Living Index
stond at 112.7. Over the two vears,
1965 and 1966. there was hardly anv
change in this index, the annual
averages for 1965 and 1966 being 112 5
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and 112.3. In 1967 the index moved up
slightly, the average ior the year be-
ing 114.8. If one looks at the monthly
figures of the cost of living index for
1967, one finds that a sharp increase
took place in December of that year.
The index which stood at 116.3 in
November 1967 increased by 3 points
to 119.3 in December 1967. 1f this in-
crease in December 1967 is excluded,
it would not be wrong to say that over
the three years 1965 to 1967 the cost
of living index remained relatively
stable. After the increase registered
in December 1967, the monthly index
remained more or less stable until
May 1968. Thereafter, beginning from
June 1968, the index progressively
increased from 120.3 in that month to
127.4 in December 1968. The average
annual index for 1968 was 121.5,
which is 6.7 points more than that of
the previous year.

The increase in the cost of living
index which took place in December
1967 is attributable principally to the:
price increases which resulted from
the devaluation of the rupee in
November 1967. The second phase of
increase in the cost of living index
which commenced in June 1968 is
principally attributable to the price
rises that resulted f:om the introduc-
tion of the Foreign Exchange Entitle-
ment Certificate Scheine in May 1968.
However, Mr. Speaker, in consider-
ing the impact of these price increases
on the real incomes of the people,
account must be taken of the in-
creases In money incomes that
occurred during this period. Increases
in prices could be the result of
certain financial policies. If there is a
corresponding expansion of peoples
money incomes, these price increases
would not adversely affect their real
incomes. According to national in-
come data the average per capita
money income increased by 4.5 per
cent in 1967 and 16.6 per cent in 1968
whereas the percentage increases in
the cost of living index in 1967 and
1968 were 2.2 and 5.8 respectively.
When money incomes are adjusted
for price changes, per capita real in-
comes show an increase of 2 per cent
in_ 1967 and 6.1 per cent in 1968,
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An examination of the indices of
real wage rates also provides proof of
the improvement in real incomes.
With regard to workers in agricul-
ture, the index of real wage rates
which had steadily declined ifrom
106.5 in 1960 to 103.5 in 1964 increased
to 104.9 in 1967 and 114.3 in 1968. With
regard to workers in industry and
commerce, the index of real wage
rates had declined from 123.8 in 1960
to 118.4 in 1964. However, it rose to
121 in 1967 and 133.1 in 1968. With
regard to workers in wages boards
trades, the real wage rate index had
declined from 108 in 1960 to 105 in
1964. Here, too, there was a rise to
106.4 in 1967 and 116.3 in 1968. The
index of real wage rates in respect of
Government employees shows an
even sharper increase. The real wage
rate index in respect of all Cenftral
Government employees, which had
declined from 122.4 in 1960 to 112.9 in
1964, increased to 114.4 in 1967 and
125.7 in 1968. In the case of minor
employees, the index had declined
from 126 in 1960 to 116.2 in 1964. This
index rose to 118.6 in 1967 and 134.3
in 1968. This improvement in the real
wage rates of employees in both the
public and the private sectors was the
direct result of the measures taken by
Government to increase their money
wages. In the case of both public and
private sector employees a special
devaluation allowance was awarded
in December 1967. The large majority
of public sector employees had

received a further benefit of an
interim allowance with effect from
October 1967, following the imple-
mentation of a 1967 budget proposal.

Mr. Speaker, the question may well
be asked, “ What about the real in-
comes of those sections of the com-
munity which do not belong to the
category of wage earners?” The
majority of such persons are in the
rural sector. I do not need to produce
figures at this stage to indicate that
there has been a considerable
improvement in the incomes of the

—6edm D6 Dwpd@

rural population as a result of in-
creased production and better prices
of domestic agricultural crops. The
improvement that has taken place in
the incomes of the population at large
is borne out by the figures of savings
deposits. Total savings deposits had
increased from Rs. 823 million in 1960
to Rs. 1,072 million in 1964, that is, an
increase of 30 per cent. By the end of
1968 this figure had gone up to
Rs. 1,477 million, that is, an increase
of 37 per cent between 1964 and 1968.

Mr. Speaker, in an expanding
economy it is inevitable that prices
would rise. The price rises may be
greater or smaller, depending on the
particular financial measures that are
adopted. But if money incomes are
rising faster, people’s real incomes
would improve. From the figures I
have quoted it would be clear that
there has, in fact, been such an
improvement in this period.

Mr. Speaker, it is also pertinent to
make a few comments on the question
of unemployment. It must be ad-
mitted that the number of registrants
at the employment exchanges has
increased from 165,,456 at the end of
1964 to 276,399 at the end of 1968. In
interpreting these figures it should be
remembered that the registrants at
employment exchanges include per-
sons who were employed on a full-

time or part-time basis but
wanted better employment.
While it must be admitted that

even allowing for this factor there
has been an increase in unemploy-
ment, it can also be said that there
has been a substantial expansion in
employment opportunities, particu-
larly in 1967 and 1968. The expansion
I employment opportunities has
arisen on account of the increased
level of activity in all sectors of the
economy. In the rural sector there has
been an expansion on account of the
food drive. In industry there has been
an expansion through increased pro-
duction both in the private and public
sectors. Substantial avenues of em-
ployment have also been created
through large-scale investment in
construction programmes undertaken
by the Government as a result of the
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increased allocatioris made for capital
expenditure. However, on account of
the lack of statistics I am unable to
quote comprehensive figures of the
actual employment created in all
these sectors of the economy.

When discussing the problem of
unemployment it must be admitted
that there is a particularly acute pro-
blem of unemployment with regard
to persons with secondary school
and university education but with-
out any specialized skills. It is parti-
cularly tragic that we should have
this problem of educated unemploy-
ed in a situation in which the
country is basically short of skilled
persons in many fields. To quote a
few examples, there is a shortage of
skilled science teachers, English
teachers as well as of skilled techni-
cians in many branches of industry,
engineering and allied fields. This is
not a problem that can be resolved
in the matter of a few years. Solu-
tions must be found through funda-
mental changes in the system of edu-
cation. Such changes have already
commenced to tailor the education
system to meet our specific require-
ments. Details of these changes will
be found in the documeni “ Economic
and Social Progress” which I have
tabled before this House.

Mr. Speaker, to conclude this
general review, I should like to
make a reference to the wvarious
improvements that have been made
by the Government over the last
few years in respect of the condi-
tions of service of public servants.
The wages and working conditions
of employees in several departments,
especially in the lower grades, have
been improved. The benefits which
are particularly worthy of note are
as follows:

(i) enabling a large body of labourers,
clerks, stenographers and typists
who were employed on a casual
daily paid basis to acquire tem-
porary status and monthly pay :
already over 6.300 employees
have received this benefit

(i) establishment of unified services in
respect of certain departments
and services such as the Unified
Dffice Employees’ Service
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involving about 11,000 minor
employees, the Unified Customs
Service for specialized officers In
the Customs Department and the
Unified Service for about 1,500
Extension Workers in the Dep-
artment of Agriculture, thereby
providing members of these
services with improved salaries
and/or promotion prospects ;

(iii) reconstitution of the cadre and/or
revision of the salary structure
of the Ceylon Administrative
Service, the Government Press
Clerical Service, the Hospital
Clerical Service, the Co-operative
Inspectorate, the Railway Secu-
rity Service, ayurvedic personnel,
engineers and dental surgoens,
thereby prcviding better employ-
ment conditions for  these
services ;

(iv) establishment of a standing com-
mittee of technical officers to
review the classification of
officers in the labour grades in
the government departments ;

(v) the granting of improved super-
annuation benefits to medical,
judicial and legal officers and
Unemployment Relief Works
employees ;

(vi) introduction of gratuity schemes
for female school teachers, sub-
postmasters and non-teacher
employees of vested schools ;

(vii) higher rates of compensation to
dependants of workers who die
while on duty ;

(viii) more liberal salary advances for
the purchase of building sites,
residential properties and trans-
port as well as for relief of

distress ;
(ix) introductior_l of an insurance
scheme in respect of public

officers who incur special risks in
the course of their duties ;

(x) granting of holiday warrants and
hospital concessions to pensioners.

Apart from these changes, a
Salary Anomalies Committee  was
appointed in January 1967 to inquire
into cases of anomalies and hard-
ships and to make recommendations
in regard to the rectification of ano-
malies within the existing salary
structure of the Public Service.
The Committee received over 2,000
representations and has already
submitted reports in respect of the
Ministries of Defence and FExternal
Affairs, Planning and Feconomic
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Affairs, State, Finance, Health, Indus-
tries and Fisheries, Commerce and
Trade, Justice, Local Government,
Labour and Employment, Public
Works, Posts and Telecommunica-
tion, Scientific Research and Housing.
All recommendations which are
accepted by the Government are
being implemented with retrospec-
tive effect from 1st May 1968. The
reports of the Salary Anomalies
Committee in respect of the ‘other
Ministries are awaited.

Tae EconomMy IN 1968

Mr. Speaker, a detailed analysis
of the principal economic and finan-
cial developments in 1968 could be
found in the documents tabled before
this House including the document
on Economic and Social Progress and
the Annual Report of the Central
Bank. I wish, however, to touch
briefly upon the more significant of
these developments.

NATIONAL PRODUCT AND EXPENDITURE

In 1968, the economy achieved an
impressive rate of growth. In real
terms, the gross national product
increased from Rs. 8,181 million to
Rs. 8,862 million or by over 8 per
cent, which is almost double the
rate of increase in 1967. In per
capita terms, the achievement is
even more impressive ; real output
per head rose by over 6 per cent as
compared with a 2 per cent increase
in 1967.

This improved performance in
real output was in all the major
sectors of the economy. Growth in the
construction sector increased by 27
per cent ; in industry by 8 per cent ;
in services by 8 per cent and in
agriculture by 7 per cent.

The very high growth rate
experienced in the construction
sector is attributable to the liberali-
zation of imports effected with the
exchange reforms of May 1968, as
well as to the increased domestic
production of cement.

The 8 per cent growth in real
output in the industrial sector may
be also attributable to a greater
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availability of a wide range of basic
raw materials under Open General
Licence. Increases in output were
recorded in respect of electrical
machinery, rubber goods, garments,
fabricated metal products and con-
fectionery in the private sector ; and
in cement, hardware, ceramics, tyres
and tubes and animal and poultry
food in the public sector. In the
public sector increased output was
also due to increased capacity lead-
ing to greater production.

The growth in the agricultural
sector may be attributed to a com-
bination of several stimuli provided
by the Government as well as to
favourable weather conditions. Tea
production increased by 9 million
pounds. Rubber production recorded
an increase of 12 million pounds or
4 per cent over 1967. This is mainly
attributable to an increased re-
planted acreage cominrg into bearing.
The average yield per acre in 1968
was 644 lbs. This is higher than the
1967 yield by 17 lbs. The output of
coconut which had declined conse-
cutively in the three preceding years
recorded an increase in 1968. The
nut equivalent of exports and of
domestic consumption for 1968 is
estimated at over 2,600 million ; an
increase of 8 per cent. This increase
is partly attributable to the increased
use of fertilizer under the Coconut
Fertilizer Subsidy Scheme.

Mr. Speaker, the increase in paddy
production which has been the prin-
cipal factor in the national develop-
ment effort in recent years needs
little repetition and elaboration.
This House is aware that the total
paddy production in 1968 was 65
million bushels, representing an
increase of over 17 per cent when
compared with 1967. Production in
the Maha season increased by 25 per
cent while output in the Yala season
increased by 6 per cent as compared
with the corresponding seasons of
the previous year. Increased use of
fertilizer and high yielding seed, the
adoption of improved methods of
cultivation which were encouraged
by the subsidy schemes and vigorous
propaganda measures taken by the
Government, the availability of
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better irrigation facilities and an
increase in the acreage harvested
were the factors responsible for this
growth.

The growth in domestic agricul-
tural production, Mr. Speaker, was
not confined to paddy. The output
of subsidiary food crops increased by
26 per cent. Similarly, the output of
milk increased by 7 per cent and
fish production by 30 per cent. The
growth in fish production is atiri-
butable partly to an increase in the
number of fishing vessels in opera-
tion.

Mr. Speaker, I mentioned earlier
that the Gross National Product in
real terms increased by over 8 per
cent. However, real National In-
come which takes into account the
changes in the terms of trade,
increased by 7 per cent. While this
rise of 7 per cent in real income is
still an impressive figure, it helps to
focus attention on the continuing
deterioration in the terms of trade.
The further decline in the terms of
trade in 1968 over the previous year
led to a loss of Rs. 130 million in
real income.

EXTERNAL TRADE AND FINANCE

Mr. Speaker, for a period of over
a decade Ceylon has experienced
chronic balance of payments diffi-
culties. These difficulties were the
result of the socio-economic policies
followed by successive Governments
over these years in the context of
progressively worsening terms of
trade. The pressures on the balance
of payments generated by these
policies were curbed to an extent by
rigorous controls. These controls on
the one hand imposed on Govern-
ment a severe administrative prob-
lem of supervising a complicated
import and exchange control system.
On the other hand, they had resulted
in a proliferation of exchange mal-
practices involving increasing magni-
tudes of foreign exchange. With
the continuing decline in our export
earnings and the rising import bill,
the Ceylon rupee at its official rate
had become seriously over-valued by
the end of 1967. In these circum-
stances, it was felt that a lifting of
the rigid system of import controls
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combined with a scheme providing
for the free availability of foreign
exchange at a price approximating to
its market value would enable the
more efficient and dynamic sectors of
the economy to expand.

Accordingly, the rupee was de-
valued in November 1967 and a
Foreign Exchange Entitlement Cer-
tificate Scheme combined with a
scheme of Open General Licence for
imports was introduced in May 1968.
Simulitaneously, with a view to en-
couraging the growth of the priority
sectors of the economy complemen-
tary fiscal and monetary measures
were introduced. However, as a
measure of social policy, the Govern-
ment exempted most essential im-
ports and certain categories of
invisible payments from the FEEC
Scheme. The salutary effects of the
exchange reforms on production
have been referred to earlier in my
speech.

According to payments data,
export earnings in 1968 were
Rs. 1,975 million or Rs. 325 million
more than in the previous year.
Imports estimated at Rs. 2,341 mil-
lion were Rs. 356 million more than
in 1967. The merchandise deficit
was, therefore, Rs. 366 million or
Rs. 31 million more than in the pre-
vious year. Since the rupee values
in 1968 are inflated when compared
with the rupee values in 1967 or
account of devaluation, a more ap-
propriate measure would be to value
exports and imports in terms of a
constant unit of currency. Accord-
ingly, if we measure the change
between 1967 and 1968 in terms of
the U.S. dollar, we find that the
value of imports show a fall of
$24 million, while exports show a
fall of $ 15 million. Consequently,
the merchandise trade deficit (in-
cluding aid financed imports) shows
an improvement of $9 million, that is,
a deficit of $61 million in 1968 as
against a deficit of $ 70 million n
1967. In this connection, it should
be stated that in 1968, in order to

provide additional resources for
accelerating economic growth, a
deliberate increase in imports was

allowed for in that year’s allocation
of foreign exchange.
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The balance on the invisibles

account showed a surplus of Rs. 20
million or $ 3 million in 1968 against

a surplus of Rs. 46 million or $ 10

million in 1967. This was the com-
bined effect of a fall in earnings and
a rise in payments. The fall in
earnings has been primarily due to
a decrease in revenue from port and
harbour dues on account of charges
not being revised after devaluation.
The rise in payments is due to an
increase in income payments conse-
quent upon the liberalization of
moratorium releases.

When the merchandise deficit of
Rs. 366 million is adjusted for the
surplus of Rs. 26 million on the
invisibles account, Ceylon’s balance
of payments on current account
showed a deficit of Rs. 346
million as compared with a defi-
cit of Rs. 289 million in 1967. In
dollar terms, however, there was an
improvement in the current account
of $.2 million. When long-term
capital inflows (including foreign
assistance) are taken into account,
the net balance of payments deficit
which required to be financed
amouried to Rs. 122 million, This
deficit was financed principally by
purchasing a net sum of Rs. 165
million worth of exchange from the
International Monetary Fund and
obtaining a net sum of Rs. 29 million
from foreign banking sources. Af
the end of 1968 Ceylon’s external
assets (net of sterling loan sinking
funds) amounted to Rs. 417 million,
which was Rs. 10 million more than
the amount at the end of the
previous year.

MONETARY TRENDS

During 1968 the money supply
increased by Rs. 106 million or 6 per
cent. However, a significant aspect of
this increase was that money supply
rose less rapidly than real national
product. Accordingly, total private
sector liquid assets expressed as a
percentage of the Gross National Pro-
duct which were 47 per cent in 1966
and 48 per cent in 1967 declined signi-
ficantly to 44 per cent in 1968.

—edw 26 DwdP

Mr. Speaker, among the casual
tactors affecting the money supply,
the decline in external banking
assets excrted a coniractionary efiect
of Rs. 116 million. While the exter-
nal sector exerted a contractionary
pressure on money supply there were
stronger countervailing expansionary
pressures resulting from the Govern-
ment’s fiscal operations and from
bank credit expansion to the private
sector. Net credit extended by the
banking system to Government
amounted to Rs. 122 million as com-
pared with Rs. 268 million in 1967.
The increase in bank credit to the
private sector and governmeni cor-
porations amounted to Rs. 264 million
in 1968. This is more than twice the
corresponding figure for the previous
year. The bulk of this bank credit
went to meet the rising credit needs
of the agricultural, industrial and
commercial sectors cof the economy.
This generous supply of credit was a
vital factor in achieving the high rate
of growth realized in 1968.

In regard to savings, there was an
impressive increase of Rs. 125 million
in time and s:vings deposits with
commercial banks in 1968. In this
context it is significant that the
appreciable rise in rural money
incomes contributd increasingly to
this expansion. Interest rates paid on
time and savings depoesits increased in
1968. This general upward movement
in interest rates would also have had
a stimulating influence on the growth
of time and savings deposits.

Mr. Speaker, it is in this context
that the overall credit policy of the
Goverument must be viewed. While
the overall objective has continued to
be restrictive in order to curb the
inflationary pressures latent in the
economy, this was suitably modified
to permit the flow of credit to the
essential and productive sectors of the
economy. Furthermore, monetary
policy had to be reoriented and
strengthened with the introduction of
the exchange reforms mentioned
earlier. This tcok the form of pres-
cribing new credit ceilings in respect
of cornmercial bank advances for
certain specified purposes.
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Mr. Speaker, monetary policy in
1968 was not confined to the qualita-
tive and quantitative controls
imposed on credit expansion. The
Medium and Long-term Credit Fund
operated by the Central Bank
extended refinancing facilities of
over Rs. 5 million, Progress has been
made in reorganizing Government-
owned long-term financial institutions
so that they may be increasingly

oriented towards providing develop--

ment credit. The State Mortgage
Bank, subsequent to the wider
powers provided by amending legis-
lation, has embarked on several new
schemes of lending, such as tea
replanting loans, loans for factory
modernization and loans for agricul-
ture, animal husbandry and dairy
farming.

GOVERNMENT FINANCE

Government revenue in the finan-
cial year 1967-68 totalled Rs. 2,202
million and exceeded the revenue
receipts of the previous financial
year by Rs. 247 million or 13 per cent.
This increase in revenue was mainly
in respect of export duties (Rs. 82
million), revenue from the sale of
Foreign Exchange Entitlement Certi-
ficates (Rs. 77 million), miscellaneous
rececipts (Rs. 38 million) and licence
fees (Rs. 35 million), offset in part
by a fall of Rs. 82 million in import
duty revenue. Actual revenue collec-
tion for 1967-68 also exceeded the
original estimate for that year by
Rs. 152 million.

The original estimate of recurrent
expenditure in 1967-68 (excluding
sinking fund contributions and
amortization payments) was Rs. 2,079
million. During the course of the
financial year an sdditional sum of
Rs. 201 million was provided by way
of supplementary estimates, making
a total provision of Rs. 2,280 million
for recurrent expenditure. The
supplementary provisions were
mainly in respect of the food subsidy

(Rs. 80 million), and the post-
devaluation interim allowances to
certain categories of government

employees (Rs. 65 million). Actual
expenditure was, however, Rs. 2,189
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million. There was thus an under-
expenditure of Rs. 91 million or 4 per
cent as against 9 per cent in 1966-67
and 2 per cent in 1965-66. Since
actual revenue collections were
Rs. 2,202 million, there was a
revenue surplus of Rs. 13 million. In
the previous year the surplus was of
the order of Rs. 60 million.

The original estimate of capital
expenditure in 1967-68 was Rs. 783
million. In the course of the financial
year Rs. 56 million of supplementary
estimates was passed, making a total
provision of Rs. 839 million. Actual
capital expenditure was Rs. 711
million, representing an under-
expenditure of Rs. 128 million or 18
per cent on these votes. In the
previous two financial years under-
expenditure was 21 per cent and
18 per cent respectively. Actual
capital expenditure was Rs. 89 million
or 14 per cent higher than in the
previous year.

Actual payments on account of
sinking fund contributions and amor-
tization payments of loans and
payments to international organiza-
tions were Rs. 132 million. Total
voted expenditure was, therefore,
Rs. 3,032 million, and the Budget
deficit or the excess of total voted
expenditure over revenue Rs. 830
million. There was also a net pay-
ment of Rs. 109 million mainly on
account of advance account opera-
tions, resulting in a total resource
requirement of Rs. 939 million. This

was financed from the following
sources :

Rs. Million

Local Loans s i 380
Treasury Bills s . 249
Foreign Loans e s o 218
Ceylon /China Trade Account i 95
Central Bank Advances 19 33
Commodity Aid Counterpart Fund (net) 12
Foreign grants o En 29
Administrative borrowing e 1

987

The sum of Rs. 48 million in excess
of the financing requirement was
used to augment cash balances. The
net expansionary impact of the Gov-
ernment’s fiscal operations was
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Rs. 267 million as against Rs. 78 mil-
lion in the previous year and Rs. 145
million in 1965-66. The need for ex-
pansionary finance in 1967-68 would
have been considerably less but for
the increase in the food subsidy of
Rs. 80 million and the interim allow-
ances paid to certain categories of
Government employees amounting to
Rs. 65 million, consequent on
measures taken by the Government
to soften the impact of the devalua-
tion. Moreover, Mr. Speaker, this
figure includes the reduction of out-
standing food bills held by the bank-
ing system by Rs. 22 million.

Net public debt and the end of the
financial year 1967-68 was Rs. 5,660
million compared with Rs. 4,782 mil-
lion in 1966-67. Of this total, Rs. 1,009
million was net foreign debt and
Rs. 4,651 net domestic debt, which
consisted of Rs. 2,572 million of
rupee loans, Rs. 1,750 million of
Treasury Bills, Rs. 305 million of out-
standing Central Bank Advances and
Rs. 24 million of tax reserve
certificates.

Fconomic PrOSPECTS FOR 1969
NATIONAL PRODUCT

Mr. Speaker, the emerging trends
for 1969 seem to indicate a growth
in national product in real terms in
the region of 6 per cent. While the
production of export crops is likely
to show a somewhat better perfor-
mance, production of domestic crops
is expected to rise at a somewhat
lower rate.

The higher rate of growth in manu-
facturing and construction in 1968
was brought about by a greater utili-
zation of existing capacities. In view
of the high rate of utilization of
capacity in 1968, it would seem un-
I!ikely that an equally high rate of
increase can be sustained in a second
year.

In view of the reduced rate of
growth anticipated in the production
sectors, expansion in the services
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sector is also likely to be less than
in 1968. Taking all these circums-
tances into account, it is estimated
that the overall growth rate in 1969
would be in the region of 6 per cent.

EXTERNAL TRADE AND FINANCE

According to the latest estimates,
export earnings are expected to
amount to Rs. 2,030 million or Rs. 55
million more than actual export re-
ceipts in 1968. Receipts from tea
are estimated at Rs. 1,115 million as
against an actual receipt of Rs. 1,161
million in 1968, indicating a fall of
Rs. 46 million. As against this, how-
ever, earnings from rubber, coconut
products and minor exports are ex-
pected to increase. Earnings from
rubber and the three major coconut
products are estimated at Rs. 372 mil-
lion and Rs. 343 million respectively,
compared to Rs. 331 million of each
in 1968. Since a substantial part of
our rubber is sold to China under
the rubber-rice agreement, the in-
creased earnings from rubber would
not directly result in an increase in
free exchange reserves immediately
available to us. The increased re-
ceipts from China are receivable only
when accounts are settled annually
after taking into account any out-
standing liabilities. In regard fo
minor agricultural products and in-
dustrial exports, an increase of Rs. 48
million is expected. On the side of
imports, on account of greater avail-
ability of aid the total value of
imports in 1969 is estimated at
Rs. 2,540 million. This is Rs. 200 mil-
lion more than the actual figure for
1968. The outcome, therefore, would
be a merchandise deficit of Rs. 510
million as against a deficit of Rs. 366
rlréiélrlyion in 1968 and Rs. 335 million in

Mr. Speaker, transactions on the
invisibles account are expected to
result in a net payment of Rs. 80
million.  This estimated deficit on
the invisibles account arises mainly
from inecreased provision for remit-
tances to India in respect of
repatriates under the Indo-Ceylon
Agreement, increasing service charges
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on account of short-term borrowings
by the Central Bank from the Inter-
national Monetary Fund and other

sources, and a larger volume of pay-

ments on account of profits and divi-
dends as a consequence of the remo-
val of the moratorium. The net
payment on current account obtained
by adding the trade deficit to the
deficit on the invisibles account is,
therefore, estimated at Rs. 590 mil-
lion as against an actual deficit of
Rs. 346 million in 1968.

Capital payments falling due are
expected to be Rs. 380 million, con-
sisting mainly of Rs. 147 million of
long-term loan repayments, Rs. 134
million of short-term loan repay-
ments and Rs. 87 million of repay-
ments to the International Monetary
Fund. The total deficit which re-
quires to be financed is, therefore,
Rs. 970 million. The following
sources of finance are available :

Rs. Million
Commodity Aid 423
Suppliers credits ; s 279
Project aid o S 136
I.M.F. drawings R o 77
Other credits v = b5
970

More details of the estimated foreign
receipts and payments for 1969 can
be found in the document entitled
“The Foreign Exchange Budget for
1969 ” to be tabled shortly.

Mr. Speaker, while on the subject
of the balance of payments pros-
pects for 1969, it would be relevant
to refer to the increase in the price
of Foreign Exchange Entitlement
Certificates from 44 per cent to 55
per cent, which was introduced on
June 18, 1969. In introduced on
scheme of Foreign Exchange Entitle-
ment Certifcates in May 1968, the
principal objective, as I said earlier,
was to resort to a greater use of the
price mechanism in bringing about
an equilibrium between the demand
of and supply for foreign exchange.
While it would be theoretically
legitimate for the FEEC rate to
fluctuate from week to week accord-
ing to changing market conditions
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in foreign exchange, a certain degree
of stability is necessary in order to
avoid a disruption of the normal
flow of trade and investment, making
rate changes only in accordance with
basic changes in balance of pay-
ments trends. By the middle of 1969
it became clear that, given the trend
of export earnings and the prevail-
ing demand for imports and other
foreign payments, market conditions
warranted a stiffening of the FEEC
rate. Acordingly, after giving due
consideration to the relevant aspects,
the FEEC rate was increased from
44 per cent to 55 per cent.

MONETARY TRENDS

In regard to monetary trends in
1969, the experience of the first five
months of the year indicates an out-
turn more restrained than the expan-
sion of 1968. For the period January
to May 1969, net credit to the
Government and to the private
sector increased by Rs. 83 million
and Rs. 78 million respectively, while
the external sector produced a con-
traction of Rs. 119 million. The net
effect of the operation of these three
sectors was to produce a contraction
in money supply of Rs. 14 million
in contrast to an increase in money
supply of Rs. 62 million over the
same period in 1968. The contrac-
tionary influence of the external
sector may be expected to diminish
in the letter half of this year while
credit 1o Government and the
private sector may increase, Accord-
ingly, for the year as a whole, there
would be an expansion in money
supply brought about by credit
creation to Government and the
private sector, offset only partly by
a contraction from the operations of
the external sector. However, it is
expected that the rate of increase in
money supply over the whole of
1969 would not exceed the antici-
pated rate of growth in real product.

Mr. Speaker, a more flexible and
more effective use of monetary
policy was a basic requirement of
the exchange liberalization scheme
introduced in May 1968. The
restrained growth in the Supnh of
money which was achieved in 1968
and which is anticipated for 1969
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is the result of deliberate policies
pursued in this connection by the
Government operating through the
monetary authorities.

GOVERNMENT FINANCE

The original budget estimates for
the current financial year—1968-69—
as approved by Parliament provided
for a surplus on revenue account of
Rs. 41 million and an overall budget
deficit of Rs. 863 million arrived at
as follows:—

Rs. Million

[ Recurrent expenditure (allowing for
1 percent under-expenditure) .. 2,298
Capital expenditure—Votes 3, 5 & 7
(allowing for 15 percent under-

expenditure % .. 143
Sinking fund contributions and repay-
ments of loans Sy 5 161

Total estimated expenditure 3,202
Estimated revenue 2,339
Budget deficit 5 s 863

—scdm D6 Bwd®

The source of finance indicated
tor the financing of this deficit in
the Budget Speech were as follows :

Rs. Million
Borrowing from domestic non-bank
sources A s 375
External finance—project aid s 213
Use of commodity aid counter-part funds 263

851

The gap of Rs. 12 million between
the budget deficit and the amount
indicated for the financing of the
deficit arose from the fact that during
the Committee Stage of the Budget
Debate, an equivalent amount was
added to the expenditure estimates.

The revised estimates for the
current fnancial year indicate a sur-
plus on revenue account of Rs. 55
million and an overall budget deficit
of Rs. 925 million, which is Rs. 62
million more than the original esti-
estimate. The revised figures of
revenue and expenditure are as
follows:

Rs. Million Change as compared with

original estimate

Recurrent expenditure (allowing for 21 percent under-

expenditure) 0 s 2,381 An increase of Rs. 83 M.
Capital expenditure—Votes 3, 5, & 7 (allowing for 20

percent under-expenditure) .- .. 794 .. Anincreaseof Rs. 51 M.
Sinking fund contributions and repayments of loans .. 161 .. (No change)
Net payments on advance account 25 .. Anincrease of Re. 26 M
Total estimated expenditure 3,361 An increase of Rs. 159 M.
Estimated revenue 2,436 Increase of Rs. 97 M.
Budget deficit 925 .. Increase of Rs. 62 M.

The estimated increase of Rs. 83
million on recurrent votes is
accounted for mainly by the expan-
sion of the tea export duty rebate
scheme with effect from June 1969
(Rs. 19 million), interest on Treasury
bills (Rs. 11 million), railway
(Rs. 8 million) and the anti-malaria
campaign (Rs. 6 million). The
increase in the interest payment on
Treasury bills arises from the rate
of interest on Treasury bills held by
the Central Bank being increased
from 1 to 2 per cent. Increased pro-
vision for the railway is on account
of increases in the cost ofifuel

T
Luely o

and stores, while the extra expen-
diture for the anti-malaria campaign
is on account of a revised and ex-
panded programme to combat the
resurgence of malaria.

The p;‘incipal supplementary pro-
visions in respect of capital votes
are the provision of Rs. 38 million
for the Tulhiriya textile mill, work
on which has been expetited, with a
view to commissioning it earlier
than originally expected; Rs. 15
million for the P.W.D. for additional
and continuation works; Rs. 8 million
fornthe construction of food stores ;

~—
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and Rs. 8 million for assistance to
cultivators for the purchase of ferti-
lizer.

The net increase of Rs. 97 million
in the estimate of revenue is accoun-
ted for principally by the following
changes—

Import duty revenue Increase of Rs. 72 million
Income tax Increase of Rs. 55 million
Export duty revenue Increase of Rs. 40 million
Business turnover tax Increase of Rs. 20 million
FEEC revenue Decrease of Rs. 94 million
Tea tax Decrease of Rs. 15 million

The revisions in the estimate of
revenue may be explained as
follows:

The anticipated increase of import
duty revenue is attributable to a
general increase in imports, arising
from the import liberalization
scheme which was not fully antici-
pated at the beginning of the year.
The original estimate of revenue
was prepared shortly after the intro-
duction of the FEEC scheme to-
gether with the liberalization of
imports and a substantial revision
of the Customs tariff. The full
impact on imports and on import
duty revenue pf these measures
could not be clearly measured at
that time.

With regard to export duty
revenue, the bulk of the estimated
increase amounting to Rs, 35 million
is from rubber. With the improve-
ment in world prices of rubber, the
revenue from the export duty, which
is levied on a sliding scale, has
increased. @ The balance of ' the
increase is from desiccated coconut,
the prices of which too have
improved.

Borrowing from domestic non-bank sources
External finance—project aid
Use of commodity aid counterpart funds

—6ed®m 86 Hwd®
The anticipated increase in respect
of turnover tax is attributable to the
general expansion of-economic acti-
vity as a result of the import libera-
lization.

With regard to income tax revenue,
the anticipated increase of Rs. 55
million arises largely from more
effective administration involving
an increase in the number of assess-
ments as well as the discovery of
hitherto concealed incomes.

The reduction of Rs. 94 million in
the esimate of revenue from the
FEEC scheme is based on the actual
revenue earned from this source in
the first six months. When this
estimate was originally prepared the
scheme had just come into operation.
Subsequently, with the fixing of a
stable rate for FEECs and the
introduction of a forward market,
the basis of the original estimate
required revision. No change in the
revenue from FEECs is expected as
a result of the increase in the FEEC
rate from 44 per cent to 55 per cent,
as the increased price of FEECs is
expected to be offset by a propor-
tionate reduction in purchases,

The decrease in the estimated
revenue from the tea tax is attribut-
able to a sharper drop in tea prices
than was originally anticipated.

On the basis of the out-turn for the
first six months of the financial year
a net payment of Rs. 25 million in
respect of advance account activities
has been allowed for as a precau-
tionary step, though by the very
nature of these advance account-
financed activities, it is not possible
to forecast the net out-turn.

The resources available for the
financing of the budget deficit of
Rs. 925 million are as follows :

Rs. Million Change as compared with
original estimate

330 Decrease of Rs. 45 M.
170 Decline of Rs. 43 M.
3556 Increase of Rs. 92 M.

855
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I propose to obtain the balance sum
of Rs. 70 million by the issue of Trea-
sury bills.

The changes in the amounts esti-
mated to be available from domestic
non-bank borrowing, project aid and
counterpart funds may be explained
as follows : :

With regard to borrowing from
domestic non-bank sources, a sum of
Rs. 25 million which would normally
have come into Government secu-
rities has been diverted to National
Housing debentures. When this is
taken into account, the shortfall, as
compared with the original estimate,
is Rs. 20 million. This shortfall is
due to the expansion in investment
funds available to savings institutions
being somewhat less than originally
anticipated. The amount actually ob-
tained in the previous financial year,
1967-63, from domestic non-bank
sources was Rs. 324 million. The re-
vised estimate for the current year
of Rs. 330 million indicates a slight
increase over this sum.

The reduction of Rs. 43 million in
project aid has been allowed as a con-
comitant of the 20 per cent under-
expenditure allowed in respect of
capital votes.

With regard to counterpart funds,
a figure of Rs. 263 million was used
in the original estimate as this was
the residual amount required to
finance the estimated budget deficit
after domestic non-bank borrowing
and project aid had been taken into
account. With the increase in the
size of the budget deficit and the re-
duced availability of finance from
non-bank borrowing, the maximum
possible utilization of counterpart
funds is now envisaged.

Mr. Speaker, while on the subject
of the budget estimates for the
current financial year, it would be
relevant to refer to the progress
made in the implementation of the
various proposals announced by me
in my last Budget Speech. Several
changes were proposed in respect of
income tax, such as the repeal of ap-
proved savings relief, revision of the
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rate schedule for personal income tax
restriction of the five-year tax holi-
day to pioneering industries etc. All
these proposals made in respect of
income tax have been given effect to
in the Inland Revenue (Amendment)
Act, No. 6 of 1969. Changes proposed
in respect of the business turnover
tax involving legislative amendments
were given effect to by the Finance
(Amendment) Act, No. 50 of 1968,
while the changes in respect of busi-
ness turnover tax rates were imple-
mented by a Gazette Order issued on
24th September 1968. With regard to
Customs proposals, the Brussels
Tariff Nomenclature was implement-
ed by a Revenue Protection Order
issued on August 2, 1968 and adopted
by a resolution of this House on 23rd
November 1968. The changeover
from wholesale market value to
c.i.f. value for the purpose of levying
ad valorem duty on imports has been
implemented by administrative deci-
sion, pending the enactment of
amending legislation. The new
Customs (Amendment) Bill which
will include this change as well as
the general revision of Customs law
is under preparation. The abolition
of import duty on printed fabric,
white poplin, dyed poplin and long
cloth is being implemented by
extra-legal waiver, the concession
being limited to imports by Salu
Sala only. The proposal to unify the
different Customs services has also
been given effect to.

In the course of the year, the
following changes in Customs duties
were also given effect to by the issue
of a Revenue Protection Order on
February 6, 1969 :

(a) Reduction by Rs. 2.50 per cwt. of
the import duty on cement
which formerly amounted to
Rs. 3 per cwt.

(b) Increase of the import duty on
teak and certain other kinds of
wood from 70 per cent to 150 per

cent consequent to the import of
these

kinds of woods being
brought under Open General
Licence.

(¢) Reduction of the import duty on
I‘;?awa ﬁlm. alnd tunexposed y1’-'11rn
nominal rate of 5 .

from 25 per cent. P
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Reduction of the import duty
on exposed film from 25 cents to
15 cents per foot.

Abolition of the import duty
on cameras and other equipment
specially designed for use in the
film industry. The previous rates
varied from 20 per cent to 100
per cent,

These concessions were infro-
duced with a view to assisting
the local film industry.

The export duty on gems
which was 5 per cent was abo-
lished with effect from Novem-
ber 14, 1968,

The export duty on instant tea
was abolished with effect from
October 8, 1968.

The increase of excise duty on
tobacco by Rs. 450 per lb. to Rs. 33
per 1b. and the increase in the price
of pure coconut arrack were imple-
mented with effect from the date of
the Budget Speech.

In my Budget Speech of last
August, I also announced the decision
to introduce a ‘Pay as You Earn’
scheme of income tax administration
in respect of employees with effect
from April 1970. The administrative
and organizational preparations re-
quired for the introduction of this
scheme are well under way. How-
ever, it might become necessary to
defer the introduction of this scheme
by a few months beyond April 1970.

I also referred to a proposal that
was under consideration to reduce
the tax on limited liability compa-
nies from the general rate of 50 per
cent to’ a reduced rate of 25 per cent.
in special cases, with a view to en-
couraging the growth of companies
with a broad-based ownership. I
stated that I would appoint a com-
mittee to examine this proposal in
all its aspects. This proposal was re-
ferred by me to the committee which
had previously been appointed to ex-
amine and report on the question of
the establishment of investment
trusts. Certain recommendations
have been made by the committee
and these are now under considera-
tion.

Mr. Speaker, in my previous
Budget Speech I also referred to the
fact that the recommendations, of the

—6eD®m D6 Bwdo

Tea Commission were being studied
with a view to implementation. As
you are aware, action has already
been taken with regard to the estab-
lishment of a Central Tea Board. A
Bill to set up a Central Tea Board has
been prepared and will shortly be
submitted to this House. With re-
gard to the recommendations of the
Tea Commission relating to the
taxation of the tea industry and the
financing of replanting and factory
modernization, the following
measures have been taken :

(a) The 5 cents rebate on the export
duty on tea which had hitherte
been allowed to medium and low
grown teas sold at the Colombo
auctions was extended to all teas
sold at the Colombo auctions
with effect from 29th October
1968. With regard to teas
shipped for sale at the London
tea auctions which do not qualify
for the rebate of 5 cents per Ib.
on export duty, appropriate
adjustments were made in the
margins allowed in calculating
ad valorem duty with a view to
giving such teas an equivalent
benefit.

(b) A loans scheme to supplement the
Tea Replanting Subsidy Scheme
has been introduced through the
State Mortgage Bank.

(¢) To make repayment terms easier
under the tea factory moderniza-

tion scheme, a scheme of
subsidising interest has been
brought into force. Loans for

factory modernization are also
available from the State Mort-
gage Bank.

In addition it has been decided
that in order to accelerate the
rate of replanting under the Tea
Replanting Subsidy Scheme
additional funds will be provided
by an increase of the replanting
cess and a corresponding reduc-
tion in the export duty on tea as
and when necessary.

~ The tea promotion cess will be
increased from 4 cents to 5 cents
per 1lb. with a corresponding
reduction in the export duty on
tea when appropriate legislative
amendments are made.

With the sharp deterioration in the
prices of tea, the previous tea export
duty rebate scheme was replaced
with an expanded scheme providing
for a sliding scale of rebates, with
effect from June 1969, in order to
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provide a measure of relief to tea
producers. Under this scheme, a
maximum rebate of 20 cents per 1b.
is payable on all teas fetching Re. 1
to Re. 1.09 per lb. This rebate
progressively declines to 5 cents per
1b. on teas fetching Rs. 2.50 per 1b
and over.

EsTiMATES OF REVENUE  AND
EXPENDITURE FOR THE FINANCIAL
YEAR, 1969-70

Mr. Speaker, I have already tabled
before the House the Estimates of
Revenue and Expenditure of the
Government for the financial year
1969-70.

Revenue at prevailing rates of taxa-
tion is estimated at Rs. 2,528 million.
This is Rs. 189 million more than the
original estimate and Rs. 92 millicn
more than the revised estimate for
1968-69. The significant increases, as
compared with the revised estimates
for the current year, are in respect
of FEEC revenue (Rs. 30 million),
tobacco tax (Rs. 20 million) and the
profits from arrack (Rs. 10 million),
The estimated increase in the revenue
from FEECs reflects both a higher
volume of payments subject to FEECs
as well as the higher price of FEECs
which came into force in June 1969.
In regard to revenue from tobacco
and arrack, the estimated increase is
based on an estimated increase in the
volume of sales. Increases are also
estimated in respect of revenue from
the postal and telecommunication
services, annuities and the business
turnover tax.

Rs. Million
i. General administration s 22
2. Social Services 140
3. HBEconomic 747
4. Other capital expenditure .. 21
930

You will see from these figures,
Mr. Speaker, that the increase in the
estimated capital expenditure is
mainly in respect of economie and
social investment. I should like to

—Gedm 26 Hwd®

Total estimated Government ex-
penditure for 1969-70 inclusive of
sinking fund contributions and amor-
tization payments is Rs. 3,674 million,
consisting of Rs. 2,557 million on re-
current votes and Rs. 1,117 million
on capital votes. For the current
financial year the original estimates
of recurrent and capital expenditure
were Rs. 2,357 million and Rs. 1,034
million respectively, making a total
of Rs. 3,391 million. The revised
estimate for 1968-69 provides for a
total expenditure of Rs. 3,596 million,
consisting of Rs. 2,442 million on re-
current votes and Rs. 1,154 million
on capital votes.

Net recurrent expenditure for 1969-
70, after making the usual provision
for 23 per cent on under-expenditure,
is estimated to be Rs. 2,493 million as
compared with the original estimate
of Rs. 2,298 million and a revised
estimate of Rs. 2,381 million for 1968-
69.

Capital expenditure net of sinking
fund contributions and amortization
payments is estimated at Rs. 930
million, compared with an original
estimate of Rs. 873 million for 1963-69.
When an allowance is made [for
under-expenditure of 15 per cent,
capital expenditure is estimated at
Rs. 790 million. This is Rs. 47 million
more than the original estimate but
is of the same magnitude as the
revised estimate for the current year.

Mr. Speaker, the broad functional
classification of the total estimated
capital expenditure of Rs. 930 millicn
is as follows:

No change as compared with currant year’s estimate.

An increase of Rs. 21 million as compared with
current year’s estimate.

An increase of Rs. 39 million as compared with
current year’s estimate,

A decrease of Rs. 3 million

take this opportunity to touch briefly
upon some of the significant areas of

investment within these two broad
categories.
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AGRICULTURE

The total provision for investment
in the agricultural sector is Rs. 308
million, as compared with the origi-
nal provision of Rs. 256 million for
1968-69. Of this total, domestic agri-

culture will receive Rs. 245 mil-
lion, export agriculture Rs. 32
million, forestry Rs. 13 million

and animal husbandry Rs. 7 mil-
lion. The allocation for irrigation
works alone is Rs. 160 million, of
which Rs. 50 million will be in respect
of the Uda Walawe Development
Project, while Rs. 48 million has
been set apart for Stage I of the
Mahaveli Diversion Project. Other
investments in agricuiture cover-
ing agricultural expansion and
research, distribution and storage
of fertilizer and storage of paddy and
other foodstuffs, will amount to
Rs. 46 million.

INDUSTRY

A sum of Rs. 165 million is provided
for industrial investment, as com-
pared with the original provision of
Rs. 195 million for 1968-69. Of this,
Rs. 59 million is in respect of the
textile industry, of which Rs. 50
million will be spent on the integrated
textile factory at Tulhiriya. The
balance Rs. 9 million will be used
mainly to establish fifty power-loom
centres under the Textile Power-
Loom Project of the Department of
Rural Development and Small Indus-
tries.

ECONOMIC OVERHEADS

A sum of Rs. 220 million is being
provided for investment in respect of
economic overheads, as compared
with the original provision nf Rs. 210
million for 1968-69.

In the field of electric power deve-
lopment, the extension of transmis-
sion facilities to Jaffna and other
parts of the Island and commence-
ment of Stage II of the Maskeli Oya
Project which is expected to contri-
buted 90 megawatts of power by the
end of 1972, are being provided for.

In the field of transport and com-
munications, the Highways Depart-
ment will start work on a Rs. 109
million programme for the cmoder-

-
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nisation and improvement of the
country’s road transport system.
The provision for 1969-70 is Rs, 77
million as against the original provi-
sion of Rs. 38 million for 1968-69. This
programme includes the construction
of 19 bridges which are due for re-
placement, a highway project in the
South to establish methods and
standards for effective maintenance
of the roads system and feasibility
studies for the development of the
country’s main arterial routes. The
Buildings Department will be wor-
king on a Rs. 76 million nrogramme
of construction projects which is
scheduled for completion in 1970.
The large investment in econom:c
overheads includes a sizeable outlay
of about Rs. 35 million on rural infra-
structure which will under-pin the
development effort in domestic agri-
culture. These investments include
an expansion of the programme for
the improvement of minor roads,
construction of bridges, rural electri-
fication and expansion of telecommu-
nication facilities.

In the field of tourist development,
government investment will support
a programme for resort development,
additional hotel accommodation and
improvement of transport facilities
for tourists.

SOCIAL OVERHEADS

The investment in sncial capital
during the next financial year is es-
timated to be Rs. 140 million as com-
pared with the original provision of
Rs. 119 million for 1968-69. The capi-
tal programme in education places
increased emphasis on the expansion
of scientific and technical education
at the secondary and tertiary levels
while providing aditional educational
facilities for the annual increment of
the schooi-going population.

Rs. 23 million has been provided
for the expansion and improvement
of health services, as against the ori-
ginal provision of Rs. 21 million for
1968-69. This sum will irclude allo-
cations for seven new hospitals which
are being constructed, additions to
existing hospitals and central dispen-
saries located in various parts of the
country and new and expanded water
supplyorand sewerage schemes for
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existing medical institutions. The pro-
gramme envisaged for the next finan-
cial year is expected to expand the

indoor medical facilities by the addi-
tion of 875 beds.

The allocation for housing under
the various government programmes
will amount to approximately Rs. 25
million, as against the original pro-
vision of Rs. 21 million for 1968-69.
Investment on the provision of water
supply in urban and rural areas will
be Rs. 11 million.

A sum of Rs. 15 million has been
provided for expenditure under the
National Youth Service Plan as com-
pared with a provision of Rs. 10 mil-
lion for the current year. The resi-
dential training scheme under the
Youth Service Plan will commence
in 1969-70. Under this scheme youth
will undergo civic training for six
months and thereafter undergo a
course in vocational training lasting
18 months. Five vocational training
centres -are proposed to be set up in
the next financial year.

Mr. Speaker, these figures indicate
that, as in previous years, the empha-
sis in the Budget continues to be on
economic development. The National
Government has made eavery effort
to strengthen the capital investment
programme undertaken by the
Government. Actual capital expendi-
ture has progressively increased from
Rs. 471 million in 1964-65 to Rs. 711
million in 1967-68. The revised figure
for capital expenditure for the cur-
rent year, allowing for under-expen-
diture, is Rs. 794 million. The esti-
mated capital expenditure for the
next financial year, allowing for un-
der-expenditure, is also of the same
magnitude. These figures amply de-
monstrate the substantial growth in
government outlays on development
expenditure. The main part of this
expenditure has been devoted to pro-
ductive investments in agriculture
and industry. The capital expendi-
tures on economic and social servi-
ces, too, have been sustained 2t a
high level. It can, therefore, be said
that a correct balance has been main-
tained between investments.which

—eeOm D6 DI
provide economic returns and invest-
ments which ensure a high standard
of medical, educational and other
social facilities.

Mr. Speaker, the performance of
the capital budget during the last
four years also deserves special atten-
tion. The capacities oif government
departments for execution of projects
have been expanded. Detailed pro-
grames of implementation have been
prepared in all sectors and regular
evaluation of progress is carried out
at the national planning level by the
Department of Plan Implementation,
which has recently set up a National
Operations Room which provides for
a close watch on progress of capital
development programmes.

WD BNRDDS
(FUTBrIIST el &aer)
(Mr. Speaker)

Is it the wish of hon. Members that
we take the tea interval now ?

& 957 R

(Qsorres oymssHourser )
(Hon. Members)

Yes.

WD BNGWD DS
{ FLir prussr QT H6 )
(Mr. Speaker)

Business is interrupted and the
Sitting is suspended till 4.30 r.M.

de’'8@ 20 ¢WED MOMEDD gu 8O
G ¢ . 430 O m@m» W O» 2

2lgeiug. ywiey 8. u. 4.30 walaer e
Bl g siuc®, Beam@w -gyribuwonullh or.

Sitting  accordingly suspended

till
4.30 p.Mv. and then resumed.

adi DY Brnesd

(Osorroy @G 6ol (BT U1 S & )

(The Hon. Wanninayake)

Associated with the institutional
support for supervising the capital
programme of the Government, there
has been a steady process of refine-
mentdinorthe presentation of budget
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data and reclassification of budget
material to correspond more closely
with the needs of planned develop-
ment. Major programmes have been
classified and their costs identified,
especially under Vote 7. A functional
classification of government expen-
diture has also been introduced,
showing total government expendi-
tures in the main sectors of invest-
ment.

While it is one of the primary func-
tions of the annual Budget to trans-
late the programmes of the Govern-
ment into financial terms, the fullest
identification of programme objec-
tives and activities is necessary if the
Budget is to be a more effective ins-
trument of economic development.
The clearest delineation of varied
activities, their purposes, separate
costs and the identification of admin-
istrative responsibility in association
with work measurement data will
enable a detailed evaluation of the

Recurrent expenditure S
Less 21 per cent under-expenditure
Revenue

Revenue surplus

Gross capital expenditure ;

Less sinking fund contributions and amortization payments

Less 15 per cent under-expenditure

Add sinking fund contributions and amortization payments

Less revenue surplus

In these Estimates, two significant
items have been left out. I wish to
refer to these now.

Firstly, a decision has been made by
Government to bring the foreign ex-
change payments of all departments
other than those of the Food Commis-
sioner, the Railway and the Electrical
Department within the scope of the
Foreign Exchange Entitlement Certi-
ficate Scheme. This decision does not
affect the balance between revenue

—GeAH V6 DHwd®

cost of activities and of administrative
performance.

To reflect this process adequately,
structural changes in the Budget of
a more far-reaching nature are re-
quired. They will need to be sup-
ported by appropriate institutional
arrangements in Ministries and
departments and by the introduction
of more sophisticated techniques of
work measurement and analysis.
Changes of such a nature wiil neces-
sarily take time and will have to be
continuously developed.

Since it is desirable, however, that
a beginning be made, a representative
group of departments has been selec-
ted on a pilot basis and a draft of a
programme budget for these depart-
ments is under preparaticn.

The Estimates of Revenue and Ex-
penditure, as tabled before the House,
may be sumrarized as follows :

Rs. million
2,667
64
2,493
2,528

35
1,117
187
930
140
790
187
977
35

942

and expenditure as the additional ex-
penditures arising from the purchase
of FEECs by government depart-
ments will be matched by an appro-
priate receipt of FEEC revenue by
the Treasury. The principal objective
behind this decision is to increase the
total volume of the nation’s foreign
exchange payments coming within
the scope of the FEEC schere which,
as I have said earlier, reflects a more

realistic value of foreign exchange.
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As a result of this measure, Govern-
ment’s foreign exchange payments,
both for capital and recurrent pur-
poses, will be valued on a more rea-
listic basis:

The other item which has been left
out from the Estimates relates to the
award of a salary increase to all
public servants. Hon. Members will
recall that with a view to affording
some relief to the lower-paid cate-
gories of public servants, the Govern-
ment decided to pay an interim allow.
ance and a devaluation allowance
with effect from 1st October 1967 and
1st December 1967 respectively. These
allowances amounted to approxi-
mately Rs. 125 million per annum and
they benefited nearly 95 per cent of
employees in the Public Service,
Since interim awards of this nature
must necessarily be deficient in their
scope and coverage, I announced in
my Budget Speech last year the ap-
pointment of a salaries commission to
undertake a detailed investigation of
salaries and condiltions of service of
government employees. As hon.
Members are aware, the commission
has already submitted an interim
report recommending the introduc-
tion of consolidated salaries at all
levels of the Public Service. I do not
propose at this stage to exgmine the
various recommendations made by
the Salaries Commission except to
state that the proposed scheme will
not only provide considerable relief
to those sections of the Public Service
which did not benefit by the interim
awards of October and December
1967, but will also give additional
benefits to those who have already re-
ceived the earlier interim awards.
The cost of introducing the recom-
mended changes in respect of salaries,
travelling allowances and overtime
rates is estimated to be approximately
Rs. 125 million per annum. As has
already been announced by the Hon.
Prime Minister, the Government will
stand by its original undertaking
and will implement these recom-
mendations with effect from 1st
‘October 1969.

—6clm 6 B

I shall be presenting the appro-

budget deficit will increase fto
mittee stage to cover these two
items. When the increased per-

sonal emoluments bill is taken into
account, the revenue surplus referred
to earlier will change into a deficit
of Rs. 90 million and the total
Budget deficit will increase to
Rs. 1,067 million.

In accordance with the practice
adopted in the past, the Govern-
ment proposes to appoint a special
committee to consider and report on
salaries in the armed services and
the application to these services of
the broad principles laid down in
the interim report of the salaries
commission. Similar action will be
taken in relation to employees in
the Local Government sector. As
regards pensioners, the terms of
reference of the Salaries Commission
have been specially amended to
enable the Commisioners to examine
the grievances of pensioners and to
make recommendations thereon.

PROPOSALS
1. Taxation of Petroleum Products

Mr. Speaker, the petroleum
refinery and the lubricant blending
plant will be commencing commer-
cial production shortly. Conse-
quently, it is expected that there
will be a wvirtual elimination of
imports of refined petroleum pro-
ducts in the next financial year.
Alternative tax arrangements are,
therefore, necessary in order to
obtain the same amount of revenue
that would have accrued if refined
petroleum products had continued
to be imported. I have, accordingly,
decided to impose a special rate of
business turnover tax at the manu-
facturing level on locally refined
petroleum products and locally
blended lubricants. In determining
the appropriate rate of business
turnover tax, account has to be taken
of the fact that foreign exchange
payments by the Ceylon Petroleum
Corporation in respect of imports
of crude oil for the refinery and base
oils for the blending plant are sub-
Ject to FEECs. Allowing for FEFCs

e SSSN=
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payable to the Petroleum Corpora-
tion on exports of bunkers and
naptha, it is estimated that in the
next fnancial year a sum of Rs. 45
million would be received as FEEC
revenue on imports of crude and
base oils. The products of the petro-
leum refinery and the lubricant
blending plant will be subject to the
business turnover tax at the manu-
facturning level at a rate of 32 per
cent. This tax measure is estimated
to yield a total annual revenue of
Rs. 116 million. This additional
revenue from the business turnover
tax together with the net revenue
from FEECs on crude and base oil
imports will ensure that the total re-
venue receivable from the local pro-
duction of the Petroleum Corporation
would be the same as if these pro-
ducts had continued to be imported.
At present, there are certain Customs
duties applicable to crude and base

Cocoa (raw)

Cardamoms with shells . .
Cardamoms without shells
Coir fibre

Cinnamon quills
Cinnamon chips
Cintronella oil
Graphite

Taking into account the present
duties and the prevailing and pros-
pective price trends in respect of

Cocoa (raw) 5
Cardamoms (with and without shells)
Coir fibre

Cinnamon quills

Cinnamon chips

Citronella oil

Graphite

With the introduction of the new
ad valorem rates the existing duties
will be abolished. A Revenue Pro
tection Order to give effect to these
changes will be issued tonight. The
estimated revenue in the next finan-
cial year from this proposal is Rs. 20
million.

In view of the fact that exports
of these commodities earn FEECs at
the rate of 55 per cent f.o.b. value,
the local prices of these commodities,
after allowing for the higher export

—eedm 96 Hwd®
oils. These will be abolished so that
essential raw materials for the petro-

leum industry could be obtained on a
duty free basis.

These measures will not result in
any changes in the retail selling
prices of petroleum products.

At present a new business is
exempt from the business turnover
tax for the year of assessment in
which the business commences. 1
propose to amend the law withdraw-
ing this exemption so as to permit the
imposition of business turnover tax
on the manufacture of petroleum
products,

2. Export Duties

The undermentioned exports,
which are entitled to earn FEECs,
are at present subject to the follow-
ing export duties:

Rs. 30 per?100 Ibs.

Rs. 100 per 100 lbs.

Rs. 200 per 100 lbs.

Re. 1 per cwt plus 6 per cent of
f. 0. b. value

50 ets. per 1b.
duty free
duty free
duty free

each of these commodities, I propose
to subject them to ad valorem export
duties as follows:

40 per cent.
40 per cent.
30 per cent.
20 per cent.
10 per cent.
10 per cent.
25 per cent.

dut1es would stlll be considerably
higher than they were before the
introduction of the FEEC scheme.

3. Business Turnover Tax on Manu-
facturing Industries

Mr. Speaker, I have already re-

ferred to the proposal to levy a rate
of 32 per cent at the manufacturing
level on the local production of the
petroleum refinery and lubricant
blending plant. In addition, I pro-
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pose the following changes in the
business turnover tax in respect of
manufacturing industries :

(i) To levy a rate of 25 per cent in
respect of the assembly of motor
cars and jeeps and 15 per cent
in respect of scooters and motor
cycles.

(i1) To increase the present rate of 10
per cent to 20 per cent in res-
pect af the following articles :

Air Conditioners ;

Cosmetics, perfumes, hair
dressing and toilet requi-
sites, excluding hair oil and
tooth powder ;

Distemper, emulsion, enamel,
lacquer and oil paints in-
cluding paint removers,
thinners, wvarnish, lacquer

and french polish ;

Kerosene Cookers ;

Radios, radio accessories, com-
ponents and spare parts ;

Hand-made confectionery and biscuits

—eed» 96 Bwd

Refrigerators, refrigerator ac-
cessories, components and

spare parts ;

Textiles other than pure cotton
textiles ;

Stainless Steel ware ;

(iii) To increase the present rate of
10 per cent to 15 per cent In
respect of the following articles :

Aluminium, brass and enamel
hollow-ware ;

Confectionery, excluding cho-
colates ;

Electric fans.

I have excluded chocolates
from the proposed increase in
turnover tax since this indus-
try utilizes a large amount of
local raw material, namely,
cocoa. Moreover, the price of
cocoa has also risen sharply in
world markets.

(iv) To reduce the rates in respect of
the following items :

Handloom textiles made by co-operative

socievies
Fishing boats

These proposals will bring in an
additional revenue of Rs. 10 million
in the next financial year. The
changes will come into force with
immediate effect. A Gazette Order
will be issued for this purpose.

The Cabinet has appointed a
Cabinet Sub-Committee to go into
the question of prices of locally
manufactured goods. It is hoped to
make appropriate decision in respect
of prices when the report of this Sub-
Committee is available.

4. Removal of exemption of ciga-

rettes from the business turnover
tax

At present receipts from the sale
of cigarettes are exempted from the
calculation of turnover at all levels,
although beedies, cigars and tobacco
are not exempt. I propose to with-
draw the exemption in respect of
cigarettes so that receipts from the
sale of cigarettes would be liable to
the business turnover tax, . Accond-

Present Rate Proposed Rate
10 per cent. 3 per cent.
10 per cent. 1 per cent.
b per cent. 1 per cent.

ingly, wholesalers and retailers of
cigarettes will be liable to the busi-
ness turnover tax at the rate of 1 per
cent in respect of cigarette sales and
manufacturers of cigarettes will be
liable to the business turnover tax at
the rate of 5 per cent.

The additional revenue from this
proposal will be Rs. 20 million.

This change will come into force
with immediate effect. A Gazette
Order will be issued for this purpose.

9. Reduction of exemption limit for
business turnover tax

Since the introduction of the busi-
ness turnover tax in 1964, businesses
whose annual taxable turnover is
less than Rs. 100,000 per annum have
been exempt from this tax. I pro-
pose to reduce this exemption limit
to Rs. 75,000 per annum with effect
from 1st October 1969. This will

apply to both manufacturing and
otheri-businesses.

P —
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This proposal will yield a revenue
of Rs. 20 million in the next financial
year.,

An amendment to Section 120 of
the Finance Act, No. 11 of 1963, to
give effect to this proposal will be
introduced shortly.

In calculating the taxable turn-
over of Rs. 75,000 per annum, the
following articles will continue to be
exempt :

Agricultural and industrial machinery

Animal foods

Arrack sold in taverns

Articles manufactured in Ceylon and
exported

Books
Bread

Coconut o0il (excluding hardened or
refined coconut oil)

Condensed milk, dried milk, fresh milk,
pasteurized milk and sterilized
milk

Dried fish

Eggs

Fresh fish and other fresh sea food

Fresh meat

Magazines and periodicals

Maldive fish

Newspapers

Paddy

Rice (uncooked)

Safety matches

Sugar

Toddy sold in taverns

Wheat flour

Fresh coconuts

Fresh fruits

Fresh vegetables

Onions

Yams

Chillies, green and dried

(excluding
and

Condiments and Spices
powdered condiments
spices).

—eedm 6 BDwdd
6. Revision of the telephone tariff

The telephone service in the
country, particularly in the Greater
Colombo Area, has been considerably
improved in recent years. Although
this improved service has been pro-
vided at considerable cost, telephone
charges have not been revised to
take into full account the magnitude
of the investment involved and the
increased costs of maintaining ser-
vices. In fact, some of the rates
connected with the installation of
telephones have not been revised for
a very long period. A new telephone
tariff will accordingly be introduced
with effect from 1st October 1969.
Full details of the new tariff will be
issued shortly by the Ministry of
Public Works, Posts and Telecom-
munications. The most significant
changes will be an increase in the
rate per metered call in the Greater
Colombo Area from 15 cents to 20
cents and the introduction of a rate
of 15 cents per call at other metered
exchanges.

The revision of the telephone
tariff will bring in an additional
revenue of Rs. 6 million in the next
financial year. :

7. Profits of State Corporations

In the Draft Estimates of revenue
and expenditure for 1969-70 tabled
before this House, a sum of Rs. 5
million is shown as revenue to the
Consolidated Fund from profits and
dividends of state corporations for
the coming financial year. Subsequent
to the preparation of the Draft Esti-
mates, consultations have been held
with the authorities concerned and
several state corporations have
undertaken to provide in the aggre-
gate an additional sum of Rs. 30
million, the principal contribution
being a sum of Rs. 20 million by the
C W.E.
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8. Weqalth Tax in respect of Govern-
ment Securities

In my last Budget Speech I
proposed the withdrawal of the
exemption of government securities
from the wealth tax. In implement-
ing this proposal, provision was

e e -
—E@cdlE o LKoT

date of my last Budget Speech, that
is, August 2, 1968, up to the year of
assessment commencing April 1,
1973. I now propose to withdraw
this time-limit so that government
securities purchased prior to August
2, 1968, will be totally exempt from
wealth tax.

Mr. Speaker, let me now summarize

made in the amending legislation to ! msor
continue to exemp’? ggovernment the revenue implications of my
securities purchased prior to the proposals:
Rs. milleon
1. Export duties .. 20
2. Business turnover tax on manufacturing industries o 10
3. Inclusion of cigarettes under business turnover tax i 20
4. Reduction of exemption limit for business turnover tax from
Rs. 100,000 to Rs. 75,000 20
5. Revision of telephone tariff 6
6. Profits of state corporations 30
Total 106

This additional revenue of Rs. 106
million will result in the estimated
revenue deficit of Rs. 90 million being
converted into a revenue surplus of
Rs. 16 million. At the same time, the
overall budget deficit of Rs. 1,067
million will come down to Rs. 961
million.

Mr. Speaker, towards financing this
budget deficit of Rs. 961 million,
borrowings from domestic non-bank
sources are estimated to provide
Rs. 375 million. This is Rs. 45 million
more than the revised estimate of
non-bank borrowings for the current
financial year. The enhanced contri-
bution from this source is based on
an increased availability of resources
from sinking funds and institutional
investors such as the Employees’
Provident Fund, the Insurance
Corporation and savings institutions.
In this connection, I wish to state
that steps are being taken to increase
the rates of interest offered on
deposits in savings institutions.

Commodity aid counterpart funds
are expected to be built up by
approximately Rs. 325 million in the

forthcoming financial year, I propose
to utilize the full amount of such
accruals.

In the Estimates tabled before this
House, the total amount of foreign
project aid is shown as Rs. 208
million. Allowing for a 15 per cent
under-utilization in total project aid
as a concomitant of the 15 per cent
under-expenditure allowed in respect
of capital votes, the amount of
project aid available towards
financing the Budget may be taken
as Rs. 177 million.

Mr. Speaker, these three non-
expansionary sources of financing
would provide a total of Rs. 877
million towards financing the budget
deficit of Rs. 961 million, leaving an
unbridged gap of Rs. 84 million. I
propose to obtain this amount of
finance from the banking system.

Mr. Speaker, the form and content
of this Budget has been determined
in a manner that would influence
economic growth in the most favour-
able manner while maintaining
financial stability which is basic to
the whole growth process. I have
continued to place emphasis on

capital formation, taking into account
the domestic and foreign exchange
resources available for investment.
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Mr. Speaker, to conclude my
speech, I should like to make some
reference to those through whose
labours and efforts the progress
achieved in recent years has been
made possible. Firstly, I should like
to refer to the Public Service. There
is unfortunately a tendency some-
times to condemn all public servants
and belittle the contribution they
have made to the national effort. I
do not subscribe to this view.
Although I am aware of the existence
of certain deficiencies and shortcom-
ings in the Public Service, these
would not deter me from taking this
opportunity to express on behalf of
the Government its appreciation of
the work done by the Public Service
as a whole and of the loyalty and co-
operation it has extended to the
Government during the past five
years. This Government, for its part,
has always been alive to the difficul-
ties and hardships of the public
servant and has progressively
improved his terms and conditions of
service  within the  resources
available.

Mr. Speaker, if I took the
opportunity of thanking the Public
Service first in its efforts towards the
successful fruition of national deve-
lopment efforts, it is not to belittle,
understate or ignore the efforts of the
vast number of farmers and other
workers in this country whose ready
response and co-operation has been

largely responsible for the impressive
growth which our economy has
witnessed in the last two years.

I also wish to take this opportunity
to thank all those individuals and
organizations who, in whatever way,
have made a contribution towards
the success of our development effort.

May I also take this opportunity to
appeal to all sections of the popula-
tion, including the Public Service, to
continue their efforts with even
greater vigour and enthusiasm to
secure for our people better economic
and social conditions.

—ecdm 86 Dwde
My thanks are also due to all those
who have helped in one way or
another to prepare this Budget.

Finally, Mr. Speaker, I must thank
you and hon. Members of both sides
of the House for the very patient
hearing given to me.

g Do wmBa Wé® G
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Question proposed.
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(Qaorrey Gog. 8yi. sl H6)

(The Hon. J. R. Jayewardene)

I move,

“That the Debate be now adjourned. ”
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Question put, and agreed to.
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The Debate stood adjourned accord-
ingly.

Debate to be resumed on Sunday, 10th
August 1969.

DS BN GED DS
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(Mr. Speaker)

I wish to announce to the House
that all amendments to be movead
during the Committee stage of the
Appropriation Bill, 1969-70, in respect
of Heads 1 to 101 should be sent to
the Clerk of the House of Represen-

tatives by Wednesday, 13th August
1969. Amendments in respect of the
remaining Heads should be sent to
him by Monday, 18th August 1969.
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(The Hon. J. R. Jayewardene)
I move,

“That the House do now adjourn.

1]
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Question put, and agreed to.
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Adjourned accordingly at
455 p.m. until 10 A.m. on Sun-
day, 10th August 1969, pursuanit
to the Resolution of the House

this Day.
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