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PARLIAMENTARY DEBATES

(HANSARD)

HOUSE OF REPRESENTATIVES
OFFICIAL REPORT

PRINCIPAL CONTENTS

RADIOACTIVE MINERALS BILL [Col. 1382] :
Read the First time

CUSTOMS RESOLUTION [Col. 1384] :
Export duties on Packeted Teas

FINANCE ACT : ORDER [Col. 1418] :

FINANCE (AMENDMENT) BILL [Col. 1449] :
Second Reading—Debate adjourned

ADJOURNMENT MOTION. [Col, 1505}
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House of Representatives
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Sunday, 28th July 1968

¢ m 20 O @wacs dd Bu. w&izNGD
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The House met at 2 p.Mm., MR. SPEAKER
[Tue Hon. S. C. SHirLEy CoOReA] in the
Chair.

&8 cEADts BED DR
Fwiln9ssuu L U 55T 5Ter
PAPERS PRESENTED

Supplementary Estimate No. 13 of
1967-68.—[The Hon. Hurulle on behalf of
the Minister of Public Works, Posts and
Telecommunications.]

wtn ofuw o BIs wP«d HBewo @DEW
ce

surSL S B @Qmés sl bnuiliiule g.

Ordered to lie upon the Table.

Supplementary Estimate No. 14 of
1967-68.—[The Hon. Hurulle on behalf of
the Minister of Home Affairs.]

s e®ue @ BFs wpwd Bewdo OB
c2.

sumSL g Be) Qmés sl Lrdl Ouc L gl

Ordered to lie upon the Table.

A set of Regulations made under Sec-
tion 6 of the Food Control Act (Cap. 171).
E_[T_‘he Hon. Hurulle on behalf of the

mister of Agriculture and Food.
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cnp@usy wemn BEmsY 8@
wen cluw Om BBw pNwd BNeo WO
Ge.

sumSL & Be) @mas sLL il uulL g
Ordered to lie upon the Table.

Regulation made under Section 24 of
the Rent Restriction Act (Cap. 274).—
[The Hon. Hurulle on behalf of the Par-
liamentary Secretary to the Minister of
Local Government and to the Minister of
Information and Broadcasting.]

wey oduu Om RIw gPwd Ve @DED
G<.

FumSLs B0 @pds s L Lrudl UL Gl
Ordered to lie upon the Table.
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RADIOACTIVE MINERALS BILL

“to provide for the regulation and
control of the mining, production and
treatment of radioactive minerals and
substances, and to provide for matters
connected  therewith or incidental
thereto.”

E8ux0m ¢fed Iy m m Q86 @O
G @B od & B i mdiam 88A.
1968 €@ 29 2 wey oeowm 6 Bude @
wBe, Ou PEohe WE DB Bewa @DED
c&

& 50smle, & pGmiler yevwnsst Gsanoe

. S.of. GeveuiSer SlisSeNTe) FLOAULIES
v g, 1968 eo%v 29, QEsiBpemn @uem
pemy B Geysin B ol e b D FR LI
Bauan BL)sy e 24 2ewar Wl I L H.

Presented by the Hon. D. P. R. Guna-
wardena, Minister of Industries and

Fisheries ; to be read a Second time upon
Monday, 29th July 1968, and to be printed.
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(The Hon. J. R. Jayewardene—Minister
of State and Parliamentary Secretary to

the Prime Minister and Minister of De-
fence and External Affairs)
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Question put, and agreed to.
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CustoMms ResoLuTioN : ExporT DUTY
oN PACKETED TEA

DEC DB C¢ SDhew MO gSOW AN DD
8du Bewlow BDwdm ¢ 0 goc g@ »ae
(€€ 22.)

ol 22 b CsHw e Lanea 96LPmeissts
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)

GUTE G S L G,

Order read for resuming Adjourned
Debate on Question—[22nd July.]
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.. That this House resolves under Section 10 of the Customs Ordinance (Chapter 235), that
with effect from the date on which this resolution is notified in the Gazette, export duty under
the Customs Ordinance shall be levied and paid on each article specified in Column I of the
Schedule hereto, at the rate set out in the corresponding entry in Column II of that Schedule.

SCHEDULE
Columnn I Column Il
Artzicle Rate
Rs. c.

Tea packed in an inner wrapper of paper or aluminium foil—

(@) with an outer wrapper or polythene bag and having a label printed

thereon
(b) enclosed in a canister
(c) enclosed in a paper board carton
(d) enclosed in a wooden box
(e) enclosed in a mat basket, or
(f) enclosed in a packet with end seal only

0.25 per pound

The wrapper, canister or carton or outer cover in which the packet of tea
is enclosed shall be marked clearly with the words ““ Pure Ceylon Tea packed
in Ceylon ” or other words which in the opinion of the Principal Collector of

Customs, convey the same meaning.

The net weight of tea in a packet shall not exceed 2.20 pounds or 1 kilo-

gram,

Tea in a bag of filter paper or filter cloth containing tea which is prepared 0.25 per pound
for consumption by the immersion of the bag in water.

If the tea bag is enclosed in an outer cover, the words ¢ Pure Ceylon Tea
packed in Ceylon ’ or other words which, in the opinion of the Principal
Collector of Customs, convey the same meaning shall be marked clearly on

that cover.

It the tea bags are packed in a carton, the number of bags in the carton
and the net weight of the tea in each bag shall be stated on the outside of the

carton.

The net weight of tea in a tea bag shall not exceed 1/10 of an ounce or 2

grams”.— [The Hon. Wanninayake.]

gl D P wméEga =ém» ¢
Sley Banbw or6g Swbulbupns.
Question again proposed.

gl 53, 8. cuedd
(8wsIesnd)

(sorff erer. erb. QUGrri—wi g uTps
GCarient)

(Dr. N. M. Perera—Yatiyantota)

I should like to know the implica-
tions of the Motion before the House
because the Hon. Minister of Finance
was not in a position to really explain
its implications. Now that the Hon.
Minister of Commerce and Trade is
here can we have an explanation from
him on the basis of which we can
debate this ? Otherwise, we have to
go on a surmise.

oG By yonsdg (888 o odge
@ &B)

(Qserras afly, QuiEenrGLir—aui g5,
wrurs yews i)

(The Hon. Hugn Fernando—Minister of
Commerce and Trade)

Explanation of what ?

pnda 95, 8. cweld

(sarB @ erer. erib. QUGTTT)

(Dr. N. M. Perera)

The whole question of packeted
tea.

a& Bey wnsIg

(Qaorrar ey Quii@enSr i)

(The Hon. Hugh Fernando)

They have allowed a reduction of
15 per cent duty on packeted tea.
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a8 53, 0. ecveld
(seor B erer. erb. QuUGrTn)
(Dr. N. M. Perera)

That is the point. Can you tell us
what the implications are ?

ad 8@ Snsvg
(Qaerres oy Quir@erGrm)
(The Hon. Hugh Fernando)

That is an incentive given to the
exporters of packeted tea. What more
explanation do you expect ?

Pl OnY. 9O, evedd
(sewr R erer. ord. QUCrTrT)
(Dr, N. M. Perera)

All right ; Let me speak. I would
point out that the Auditor-General’s
Report, Parliamentary Series No. 24,
mentions this subject. There is a
Central Bank Bulletin issued in
March 1968, which also deals with
this question. What the hon. Minister
should have explained to this House
and the country is, who is going to
benefit by this particular reduction
in duty. Whom are you going to
benefit ? Are you going to benefit
the producer? Are you going to
benefit the consumer ?

9. 8. ¢ cwmBwm KSVEA® wn.

(82 xIecnd)

(B orw. &. y Qerisr Qe sen—
Hepeaurm@ar,.)

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

Exporters.

Hnde Y. 28, cue8
(sorf g erar. erw. Qulrma)
(Dr. N. M. Perera)

That is precisely what the Hon.
Minister should explain—the implica-
tions of it. He does not know the ex-
planation. Motions are placed before
this House and we have to surmise
what the purpose of the Motions are.
I presume the Ministers are here in
order to explain to the House the
implications of the Motions that they
place before this House, but we have

now to explain what the implications
are.

1968 & 28
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(Bm. 4 Qerdigr &parser)
(Mr. de Zoysa Siriwardena)
Is the object to help the producer ?

o& @ & Dy Bonwzm  (8e€
@oB)

(Qazersey  uy. 9. earaflpruscs—mEH
QYONDFEIT )

(The Hon. U. B. Wanninayake—Minis-
ter of Finance)

What is the
desire ?

clarification you

pndw 953, 8. cueldh

(srfl@ orar. orw. QuUGrrr)

(Dr. N. M. Perera)

You moved the Motion and in
doing so you should have explained
the full implications of it, but you
were unable to do that. I want the
Hon. Minister concerned to give us
an explanation.

od B wsnsié
(Qzorras ey QuieyewCLr)
(The Hon. Hugh Fernando)

In fact I thought that the Hon.
Minister would have explained the
purpose of this Motion when he
moved it. I was not quite aware of
the situation until the hon. Member
for Yatiyantota (Dr. N. M. Perera)
pointed it out. If you will give me a
little time I can give the explanation.

¢ o H3VIEAY dwn.

(8. v Qerdevr @Parssr)

(Mr. de Zoysa Siriwardena)

May we adjourn the Debate ?

0G B WINsIE
(Qaorres ey QuieewrGrr)
(The Hon. Hugh Fernando)

I am prepared to have a debate on
this question.

D BNRD DO

(FUTBTWST 96uTE6T)

(Mr. Speaker)

Thisthas to be finished today.
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¢ el HCVIA Do,
(@@ 9. QFrdevr & e sen)
(Mr. de Zoysa Siriwardena)
We will take it up tomorrow.

HHlw ), D8, cuels
(sar &8 erer. erd. QUCrrr)
(Dr. N. M. Perera)

Why must it be debated today it-
self ?

DG By ZnsIg
(Qaerres aflyy Quireyenr D)
(The Hen. Hugh Fernando)

By about 3 o’clock I will be able to
give a full explanation.

WD BEN G

(FurpTusT gairser)

(Mr. Speaker)

May I suggest that we continue

this Debate and permit the Minister
to reply ?

0 Ba ZNBI¢
(Qaerres @blyy Quir@senrGi_i)
(The Hon. Hugh Fernando)

It was brought to my notice only
now. I have called for the papers.

anla I3, 8. cwels

(sor BB erer. ern. QuCrar)

(Dr. N. M. Perera)

After the Hon. Minister replies if
we need any further clarification

with regard to certain matters will
you permit us to raise them ?

WD B2
(FUTpTUST eulser )
(Mr. Speaker)

If as a result of his explanation
there is any further clarification you
desire I shall allow you to speak.

@de 253, 8. cweld
(seor Bl & erer. orib. QuGrmy)
(Dr. N. M. Perera)

All right. I am prepared to agree
to that.

Bewidm 57 e AC®
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There has been a considerable
amount of agitation on this question
of packeted tea as a solution to the
problem of falling prices of tea. Now,
Sir, in this House I have urged the
Government to realize what is the
reason for the fall in prices of tea. It
is not as if the consumer is getting
any benefit from any reduction in the
prices : the consumer abrcad pays as
much, if not more, for the tea he
consumes whether it is in England,
America or any other place. Prices
so far as the consumer is concerned
continue to remain the same, if not
more. The producer does not get any
benefit ; the prices, so far as we are
concerned, to the producer have con-
tinued to fall.

Now, one way they thought of
meeting this situation was by having
packeted tea exported instead of
allowing European countries, parti-
cularly England, to do ‘the packeting
themselves—that we shonld under-
take that job and we should export
from Ceylon packeted tea. I wonder
whether the Hon. Minister is aware
that the Second Report from the
Public Accounts Committes for 1967-
68 issued in April 1968 refers to this
question of packeted tea. The
Auditor-General has drawn attention
to this question of Ceylon tea being
packeted in the United Kingdom. The
report states:

(14

ooooo

according to the Executive
Director, Cevlon Tea Propaganda Board,
the acvantages in having Ceylon tea
packewed in the United Kingdom are that
the duty on bulk tea is less than on
packeted tea and that packeting abroad
is done uccording to orders received and
the likes of the people there.”

On that basis there have been some
observations made. It goes on to say :

“Your Committee however note that
there are great advantages on both a
short-term and a long-term basis that can
accrue from the export of packeted teas
from Ceylon. Among these can be men-
tioned the following :

(i) Ceylon teas of high qualitv can be
vsed for blending with other
Ceylon produced teas thereby

increasing the sales of the
latter ;
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(ii) In meeting the market response for
Ceylon tea, the exported packet
guarantees that what is given to
the consumer is in fact Ceylon
tea;

(iii) The proportion of Ceylon’s earnings
out of the international marketing
of teas would be increased ; and

(iv) As the Auditor-General has pointed
out local packeting of teas would
add to employment opportunities
in Ceylon.”

These are the points mentioned. But,
mark you, they have a cautionary
paragraph :

“Such an effort however, in a market
within which competition is increasing, is
bound to produce a variety of counter
measures which would in turn require to
be provided aganist. Your Committee,
while recommending the idea to the
Ministry, desire to stress the need for
preparedness in regard to other measures
that may be necessary arising out of the
stepping up of acitivity in regard to this
venture. ”

When a Minister presents a Motion
which has implications such as these,
you are going to have not consumer
resistance but dealer resistance in
Europe, the U. K., and Australia. I
am told that dealers in Australia—
the Minister can correct me if T am
wrong—have already protested.

aé Ba wEnslg

(Qaerres @y Quii @yan G )
(The Hon. Hugh Fernando)
New Zealand.

@8 D53, 8. cuedd
(sorB B erer. erw. QuUGCTTIr]
(Dr. N. M. Perera)

Not only New Zealand but Austra-
lia also. Australia protested before
New Zealand. So they both have pro-
tested. In the light of that the
Minister must assure this House that
steps are being taken to counteract
them. Those are the implications I
want to know about. This is one
aspect of the matter.

I am also aware that the two
officers of the Central Bank who
made a fair study of the tea trade
and the tea industry have, among the
recommendations they have made—
the hon. Member for Devinuwara

1968 && 28
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(Mr. de Mel) drew attention to this
report—pointed out that what is
wrong with the tea industry is that
we are beholden to a limited number
of companies who do the selling of
all our tea. The tea industry is mono-
polized by a handful of companies.
The interlocking of directorates vir-
tually leaves the monopoly in the
hands of one group of individuals. A
handful of directors are at the head
of a large number of companies
dealing with tea, and Ceylon really
is at the mercy of these few indivi-
duals in Europe. All this is nicely set
out in the report of these two indi-
viduals dealing with the whole
question of the tea industry and what
is wrong with the tea industry. I do
not intend to discuss all that.

By the way, when I was Minister
of Finance I made it a point in my
Budget speech to draw attention to
the rigging of the tea auctions in
Colombo and suggested that we
should take action. The gentlemen of
the U. N. P., when they were on this
side of the House, threw up their
hands in holy horror that I should
have suggested that such rigging was
taking place at the tea auctions and
that is why we a<e not getting fair
prices. These are the gentlemen who
supported wholeheartedly the big
firms like Brooke Bond, James Fin-
lay, Henderson and so on. It has
taken them 3 years to learn what I
urged in 1964 ; and now they are
coming and telling us that every-
thing is wrong with the tea industry.
It is gratifying to know that even
after 3% years the U.N.P. can learn
something.

o &, ¢l. LwddAm
(Qaorres Ceg. ayi. gyweui G6x J
(The Hon. J. R. Jayewarnene)
©8ed woahd FBIOD.

aHndw Oy, 8. cueldh

(soorfG erer. erb. QuCram)

(Dr. N. M. Perera)

I think even the U. N. P’s buying
processes are in decay. That is the

real meaning of your “ %868 wcahd
G DDo
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These gentlemen draw attention to
the fact that “after the sale the
successful bidder may divide a lot
purchased with not more than three
others. Purchasers are allowed 7
working days after the date of sale
to make payment . ..” and so on. In
this way they form rings and prevent
people from buying. This is one of
the major factors which really deter-
mine the price of tea so far as
Ceylon is concerned.

What the Hon. Minister, when he
introduced this Motion, should have
told this House is, first of all, how
this reduction of duty is going to
materially change that situation at
the Colombo tea auctions. Because,
whether you have packeted tea or not
in the first instance your tea has to
be bought at the Colombo tea
auctions. Your packeted tea is not
packeted outside the auctions. Under
the law, all tea which is sent out or
internally consumed has to go
through the Colombo auctions which
determine the price.

The Hon. Minister must tell us how
this present proposal of his takes
into consideration the rigging of tea
auctions that is taking place at the
Colombo tea auctions. In point of
fact, in this connection their own Tea
Commission’s report is very impor-
tant and very interesting. One of the
recommendations made by your own
commissions on this subject is that
you should hand over to your Consol-
expo the internal packing and selling
of tea. That is one of the proposals
made by your own commission. I see
that no effort is being made to imple-
ment this proposal.

Why do they suggest it ? Because it
will force Consolexpo to come into
the tea auctions and bid. One of the
reasons why prices are maintained at
the present level is that companies
like Brooke Bond and so on are the
sole buyers of tea at the auctions.
Even for packeted tea, for instance,
if they want to buy dust which they
blend, yvou will find nobody else bid-
ding. If you had your own.internal
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packeting of tea handed over to
Consolexpo, there would be some
more competition at the auctions. You
cannot merely come here and say
that you are reducing duties in order
to encourage tea exports. That is not
the answer. This is an industry which
has large international ramifications
and however small your actions are
they have their repercussions. We
must know what has been done in
order to meet those situations. When
you go through this report you will
be surprised at the number of people
who are in this business.

Brooke Bond & Co. Litd., the English
and Scottish Joint Co-op. Wholesale
Society Ltd., J. Lyons and Co. Ltd.,
and Typhoo Tea Ltd., together control
about 85 per cent. of the U, K. retail
market.

NG 08, ;d. SwdEIm
(Qaorreu Cey. ZYIT. QUIAIT e )
(The Hon. J. R. Jayewardene)
It is a good article ?

Gde 057, O ouedd
(@eor Bl & erer. orn. QuUGrry)
(Dr. N. M. Perera)

Yes, but this does not seem to have
penetrated your minds.

a& 8. ¢l Swdd»
(Qaorrey Ceg. op7. eauiaui greor)
(The Hon. J. R. Jayewardene)
It has.

mndw O3, 9. cueld
(sorB B erer. erd. QuCirirr)
(Dr. N. M. Perera)

Well, T do not see the results yet.
After all, we judge you by the results
of what you are doing. Eighty-five
per cent. of the London tea auctions
is controlled by these people. The
Hon. Minister who introduced the
Motion must understands what that
means. How does that affect Ceylon ?
Our tea auctions are rigged. There
are only a handful of people bidding
at the auctions. The London tea
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auctions are controlled by a handiul
of companies. All those situations
have to be met when you are deal-
ing with this whole question of the
tea industry.

During the Budget Debate I hope
to go into this question again with
particular reference to the role play-
ed by companies like Brooke Bond,
James Finlays and wvarious other
companies, about what they do, what
they have been doing up to date and
what they are still doing. That is
important. This is one of the earliest
things to which we drew your
attention.

Instead of devaluing the Ceylon
rupee if you had taken some steps
to conirol the auctions, half our prob-
lems would have been solved. This
is their recommendation :

“Ceylon and other producing coun-
tries could yet take limited action to
safeguard their national interests.”—

I must say that, in a sense, this is
a pessimistic report, because accord-
ing to them there is precious little
we can do : they are so frightened to
touch the powers these big companies
wield, and their invincible position
in the tea industry. That is what they
are saying.

oG o8, »l. LwddA»
(Qaerres Cog. gy ik sar)
(The Hon. J. R. Jayewardene)

Is that the report of the Tea
Commission ?

e D). 8. cueldh
(sorp g erar. erw. QuGron)
(Dr. N. M. Perera)

This is an article by Nalini
Jeyapalan and A. S. Jayawardena in
the Central Bank Bulletin for March
1968. They are even opposed to
Ceylonization and nationalization.
This is what they say:

“This concentration of power in the
world’s tea trade should make the advo-
cates of ‘Ceylonization’ and ‘nationali-
zation’ of the Ceylon Tea i, Industry.
cautious. ”
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They are asking us to be cautious.
You were only too ready to be
cautious. You do not need our assist-
ance to be cautious. “ Caution” is the
very word they use here. The Hon.
Minister of State welcomes this
suggestion because his philosophy is
private trade and more private trade.

ad D53 85N
(Qsorres euerellpriss)
(The Hon. Wanninayake)
Mixed economy !

gnde 237, 0. cueddh
(sorflG erar. oro. QuUGrar)
(Dr. N. M. Perera)

What mixed economy ? They are
even opposed to Ceylonization. I was
trying to point out to you the remedy
they are suggesting. This is what
they say :

“Ceylon and other producing countries
could yet”’—

Mark the words !

—“could yet take Ilimited action to
safeguard their national interests if they
are challeneged, by establishing certain
forms of ‘countervailing power’. Ceylon,
for instance, might profitably think in
terms of :

(a) developing new marketing out-
lets which would help to modify

the influence of those {forces
controlling the world’s trade in
tea,”
In other words, they suggest,
therefore, that in the traditional

markets such as Australia, New
Zealand, South Africa, England, the
United States, and so on, you should
not attempt to interfere too much,
but think in terms of finding other
outlets, new marketing outlets such
as, perhaps, Eastern Europe and
places like that.

“ (b) abolishing the duty on the export
of packeted teas, which might promote
the sale of pure and better quality Ceylon
blends abroad and so help to create the
image of Ceylon tea in the mind of the
consumer.”

I shall
moment.

come to that later in a

“(e) developing Ceylon’s instant tea
independently and without the ‘help’ or
then ee-operation of the ‘giants’ who
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have mentioned earlier, the future of the
tea industry appears to be linked with the
development of instant or ‘3oluble’ teas
which are more convenient in preparation.
It would not be wise therefore to trade
away any formulae for instant or soluble
teas developed by the Ceylon Tea
Research Institute,....”

Is the Hon. Minister aware that
some of the benefits of our research
have been handed over to foreign
companies ? Instant tea is one of
them. It is now being operated by
a German firmm in the south of
Africa, I cannot remember in which
country. Certain of the benefits of
our activities have been handed
over to somebody else. We are not
the beneficiaries.

In point of fact there is another
discovery that has been made,
namely, the improvement of the
quality of tea, of even inferior teas.
My information is that that is also
to be handed over to some foreign
firm in order to promote that parti-
cular research.

“(d) if the two major tea producing
countries, India and Ceylon whc export
about 76.5 per cent of total world exports
take joint action to protect their interests,
this might constitute a countervailing
power to that of the few large firms who
now control the tea market.”

Those are the recommendations
made by this committee.
Now, Sir, the Hon. Minister has

reduced the export duty of packeted
tea already. It is already in opera-
tion. I should like to ask, who is
benefiting by this reduction in duty ?
That is the important thing. Has
the Hon. Minister taken any action
to see that this money either accrues
to the benefit of the producer or to
the consumer ? Who gets the
benefit ? To understand that you
must find out what happens at the
Ceylon tea auctions.

The prices fetched at the auctions
are outside whatever duty you pay.
The duty is subsequently added on
by the shipper when he exports the
tea. That is taken into considera-
tion in bidding at the auctions. So,
the price at the auctionpisi.a lowes
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price, the duty being added on
subsequently. What happens when
you reduce the duty on tea in those
circumstances ? Who gets the bene-
fit ? Both or one of two parties ;
there is the shipper and the dealer.
The shipper will pay less if he has
already got a contract for a parti-
cular price over a period. The per-
son who will benefit is the shipper
or the dealer who has the contract.

It will not accrue to the producer at
all.

We have already seen that so far
as the consumer is concerned, he is
absolutely divorced from the cost of
production of tea. Compared to
what the producer gets, the con-
sumers pay fantastic prices whether
it is in the Middle East, in Europe
or in any oiher place. The producer
gets no benefit at all.

Who is getting the benefit of the
twenty-five cent reduction in duty ?
My information is that the people
who have benefited are the shippers
and the dealers. Why should we
reduce the duty for the benefit of
the shippers and dealers ? Why are
we doing this ? What is the pur-
purpose 2 How does it encourage
the export of mere tea ? The reduc-
tion in the duty of packeted tea does
not accrue tc our benefit.

Take Iraq. Mr. Murad, on behalf
of the Iraqi Government or some sort
of corporation they have, buys tea
in Ceylon. At what price does he
buy ? At cest plus charges. That is
the basis on which he operates.
Hereafter, he will do his packeting
of tea for that part of the Middle
East, in Iraq. In point of fact, Iraq
buys tea not only for her consump-
tion but also for export to surround-
ing areas like Kuwait, Iran, and so
on. Mr. Murad will now get 25
cents extra if he buys packeted tea
here. He will buy the same quan-
tity, but he will get a benefit of 25
cents a pound. That is likely to
happen. Where a person buys four
to five million pounds of tea, this is
a fair sum of money. On the other
hand, Ceylon will get 25 cents a
pound less foreign exchange as a
resultief this, because this 25 cents
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will have to be paid at the other
end: the duty is added on and it
becomes f.o.b price. Where com-
panies like Brooke Bond have their
own associates al the other end, this
will be shared between them. And
where you have subsidiary agencies
in Ceylon, they will share it with
their principals abroad.

So, who are the people who are
benefiting by this ? What is it that
you have done? What is the
guarantee that you have increased
the price for the producer ? The
only basis on which this can work
satisfactorily is, if you have your
own export organization for the pur-
pose and build up your own sales
organization in areas where you can
compete satisfactorily. But there is
no statemasnt here, no guarantee
here, that any sales organization of
the kind that really was contem-
plated even in this Central Bank
bulletin has been worked out by the
Government or the Minister con-
cerned. Therefore, we are really
being askeill to fatten the pockets of
a handful of people, under the guise
of exporting packeted tea.

What really has happened ? You
have handed over a substantial sum
of money to dealers and shippers.
And, in point of fact, so far as
Ceylon is concerned we are getting
25 cents less foreign exchange on
every pound of tea. That is really
what has happened. Of Course, if you
understand the technique of the tea
auctions then you will understand
this problem.

Therefore I am sorry, so far as we
are concerned, we are not in a posi-
tion to endorse this proposal because
this is not going to benefit us. I have
no doubt that when we come to dis-
cuss the Budget we will have to go

into this whole question of the tea
industry.

We have had occasion in this House
to refer to the activities of the Tea
Propaganda Board and the gentlemen
who are lining their pockets, doing
a cushy job. That is still continuing
notwithstanding our crif#isiit Herg. 2T
am told that the latest is that Mr.
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Chalmers is being re-appointed or

allowed to continue for a further
period of time.

Anyhow, we hope to raise all these
questions when the Budget comes. At
the moment, so far as this proposal
is concerned, we think this is bLoth
ill-advised and wrongly conceived,
really benefiting a handful of dealers.
We do not see how this is going to
benefit the consumer or the producer.
This is not going to benefit the Cey-
lon producer ; this will only benefit
middlemen.

g. on. 2.34
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(Qaorreu Geg, Y- epuicui ST )
(The Hon. J. R. Jayewardene)
F1Em)ed GrSAB®NE CBENEIR.

DCoNOH B Deso.
(B Qomsrgar)

(Mr. Ilangaratne)

GO wsY YE oW
GBS HB nawe® gRd
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CHGCEN®

aé &, &8, LeddaP

(Qzerres Ceg. oy sguieui Sa )

(The Hon. J. R. Jayewardene)

& nBond 9&8uny WS Bedsesy,
Pem D Bw®ww g cINCIB.
benBotn NBBND MO GeHPed Bwd®
6 @5 @88y WG VY.
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(,@@ @omaT Ger )

(Mr. Ilangaratne)
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“ A characteristic feature of the British
colonial system of production was the
concentration of economic activity in the
colonies to agricultural or extractive in-
dustries. Generally, these products were
shipped to Britain, the metropolitan
country, often in the form of raw mate-
rials to be processed before marketing.
In the case of tea, the raw tea leaf being
non-transportable over long distances,
manufacture had to take place in the
producing country. This manufactured
tea, which was a heterogeneous product,
was blended and packeted for retail in
the metropolitan country for its domestic
markets. Being the world’s leading tea
exporters for nearly a century, Britain
thus came to possess a complex of blend-
ing, packeting and retail firms, which have
gome to dominate the world’s trade in
ea. .

The international tea market thus dis-
plays a pyramidal structure, a relic of
the colonial era. The production ‘base ‘s
spread over several countries, and on ‘this

Bewidn 85775 @6y C®
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has been built the London-based firms
and agencies controlling production,
trade, transport and marketing of tea.
The British interests controlling Ceylon’s
tea Indus.ry thus have substantial inter-
ests in the tea industries of other former
colonies as well. At the same time these
same interests are also engaged in a wide
spectrum of commercial and industrial
activities serving the tea trade.”

oG o8, @b, LwdiAm
(Qaorreu Gy, i sguwei S&r)
(The Hon. J. R. Jayewardene)
Financiers.

QCHCTY B Vs

(B @omsrger)

(Mr. Ilangaratne)

QsY 5 DB Dl o 0. Sg®d & B
Y gewed wE® emded o
cD®mD, ecdeelmbansy Dy
Coned =0en 6510 80 eCImew @
cdge ©GHmE crmud B8wd »Eew
BHCHWBY ® Wberrsy, B8 WSe®HD
Bed®he Dw. & emdsd Omwy I
ReAB®D), 6f 27 gRBéwnsY, ey
0 WY wuY, ey g WS WY,
D ¢RBbwsy wm 6t8éd. ONE
md 5y Doy  wdesy, ey BB SBeHw
Db SO 6aTiCm® D T
oekn ¥ emedd, RPIO ek
DE® ¢SO BE T WBaB 6BBBY
e1&a8C eI,

“ Given this ramification in the owner-
ship and control of the tea industry,
there is a possibility of an alignment of
interests of the financier, the producer,
the broker, the transporter, the blender
and the distributor. It is possible, how-
ever, that the views of the producer and
those of the producing countries on im-
portant aspects of the industry (such as
lowering production costs and seeking
out the most profitable markets for its
products) might diverge. A possible re-
sult in such an eventuality is that the
view of those who own and control the
trade might prevail over the national in-
terest of the producing country. For
instance, there is considerable evidence
that the expatriate producing firms will
not obtain supplies from the cheapest
source but from Ceylon agents who have
‘close connections with London agent-
directors of Sterling Companies.’ The
teas are transported to London, South
Africa, Australia, New Zealand and the
Continreit by affiliated shipping com-
panies’and at the destination these teas
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will be stored in warehouses owned by
these same companies. It is thus possible
that the operations of this vast verti-
cally integrated super structure might
keep the tea industry beyond the control
of the producing countries. For instance,
a temporary restriction of the remittance
of dividends abroad to meet a national
foreign exchange problem (as was faced
by Ceylon) could be nullified by the
counter-moves of this vast organisation
of interlocking interests. The loss of
annual share income of owners as a re-
sult of such a moratorium on dividend
payments could be met by an increase
in insurance premia, warehouse rent or
freight charges. It could also be possible
to retain higher profit margins in retail-
ing tea in the consuming countries,
which would not only offset the decline
in profits in the producing countries, but
also afford a convenient method of cir-
cumventing the embargoes on remittances
of profits and dividends out of producing
countries. The long term loss to a coun-
try like Ceylon by such action will be
even greater because the present morato-
rium does not constitute a deprivation of
owners’ income for all time, it being only
a temporary stoppage to the flow of in-
come abroad, which will have to be re-
laxed at a not too distant future.

& o8, @b, Lwudiam

(Qserrey Ceg. i spuwioui 6 )

(The Hon. J. R. Jayewardene)
Quite right. We are doing that.

QCoaly B Sen.

(B @oviargor)

(Mr. Ilangaratne)
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a& B yznsI¢

(Qwerres ey Gui@enCrm)
(The Hon. Hugh Fernando)

Mr. Speaker, I owe an apology to
you, to the hon. Member for Yatiyan-

8060 wdm TND e @l BuPhatotad{Dr. N. M. Perera) and to the
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hon. Members of this House for my
delay in replying to the question
raised. The hon. Member for Yati-
yantota brought to the notice of the
House certain matters that are con-
nected not only with the question be-
fore the House but also with other
things such as the Tea Propaganda
Board, the Ceylon Tea Centres
abroad, the Auditor-General’s Re-
port, the Central Bank Bulletin and
SO on.

The strictures passed on the Cey-
lon Tea Centre in London by the
Auditor-General in the course of his
inspection of its acounts in London
I admit are really serious. In fact, as
soon as I received the document I
caused an inquiry to be held, and I
am awaiting the return of two
important persons from the Tea Pro-
paganda Board to conduct further
investigations.

As a matter of fact I received a
confidential note from an official of
the Ceylon High Commission in Lon-
don to say that all that is said in the
Auditor-General’s Report about our
London Tea Centre cannot be taken
as being completely true. I can pro-
duce that document in the course of
the Budget Debate. It sayvs that the
hon. Member for Yatiyantota made a
very favourable comment in one of
the books maintained at that tea cen-
tre in regard to a certain person
against whom the bon. Member had
made certain allegations.

s 3. L. cweld

(sor & erar. erb, QubGrrr)

(Dr. N. M. Perera)

Oh, yes! I know what you are re-
ferring to. You are referring to a
casual visit I paid to that tea centre.

ad Ba snsdg

(Qzerrey @iy, QuiEyanGrir)

(The Hon. Hugh Fernando)

I am referring to the note I got.

Hewidm @578 Ve VCw
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pnde 5. 8. cvels
(sarf & erer. ern. QuUGrar)
(Dr. N. M. Perera)
This is the way they are trying to
fool you.

oS By ymnsig
(Qsorres @iy, OQuieyawGrr)
(The Hon. Hugh Fernando)

I am not blaming the hon. Member
for Yatiyantota.

@nda Y. 2. cwedd

(sr B8 erer. erw. QuUGrar)

(Dr. N. M. Perera)

It is not a question of blame. We

give you facts and figures here. It is
left for you to look into them.

ad B 8NV g

(Qserray ey, GCuieEyanrCirr)
(The Hon. Hugh Fernando)

I am looking into them myself.

el 953, 9. emedd

(@oor Bl erer. erib, QuBTrr)

(Dr. N. M. Perera)

But have you now got rid of Mr.

Chambers, or have you given him
an extra lease of five years ?

w& Ba ZNsIg

(Qazarrey oy, QuireyewGrmr)

(The Hon. Hugh Fernando)

I do not think it is true. 1 am going
to a board meeting on the 7th of this
month.—[Interruption.]

Ppnda 53, DR, cweddb

(sarflE erer. erd, QuUGrrr)

(Dr. N. M. Perera)

In fact, the information I have
just got is that you have extended
his contract for a further period of
five years. I hope you will see that
he is not there any more.

oG Be BeNsIe

(Qaorres adluy Qi @enrGrrr )

(The Hon. Hugh Fernando)

Of course I do the things that are
necessary ; much more than the hon.

Member for Yatiyantota did when he
was Minister of Finance.
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gBw Oz, 8. oueld
(sor 8 erer. erd, QUGTTI)
(Dr. N. M. Perera)

I had nothing to do with it. I was
not the Minister of Commerce and
Trade ? The Minister of Commerce
and Trade has to deal with it. What
can I do as Minister of Finance ?

ad By 8ns3g
(Qaerrey @fluy Qi@ i)
(The Hon. Hugh Fernando)

The next matter that was raised
was in regard to packeted tea. Tea
packeting was started not with a
view to getting better prices for the
producer but with a view to getting
our Ceylon tea advertised abroad as
pure Ceylon tea. What we thought
was that, when the tea goes from
Ceylon in bulk form, there is the
possibility of so much blending tak-
ing place that the tea conuld lose its
pure Ceylon tea form. So we thought
that by sending the tea in packets,
packeted in Ceylon and with the le-
gend “Pure Ceylon Tea packeted in
Ceylon” there might be better ad-
vertisement value.

What we lack today in this matter
is advertisement for Ceylor tea. The
complaint has been that Ceylon tea
consumed abroad is not Ceylon tea at
all. What we thought was that we
might be able to popularize Ceylon
tea abroad, particularly in the non-
traditional markets, by sending tea
in packets packeted in Ceylon. We
thought that we might be able to in-
crease sales in existing markets and
break into new markets by giving
some sort of incentive to those inter-
ested in sending out tea in packet
form. That was the main motive be-
hind our sending out of Ceylon pac-
keted tea. It may be that we are sen-
ding out only four million pounds
out of the 550 million pounds that
go out of Ceylon.

The hon. Member for Yatiyantota
referred to the tea auctions and men-
tioned other mechanisms here which
are not working to ‘the advantagenof
the tea industry. I fully admitthats

1968 & 28
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There is the Report of the Royal
Tea Commission. I thought of basing
proposals on the recommendations of
the Tea Commission Report and
placing them before the Cabinet and
the House instead of implementing
some of them piecemeal. There are
certain things that have to be taken
into consideration and which require
urgent implemantation.

The hon. Member for Yatiyantota
referred to the purchase of tea by
Consolexpo. I think that cannot be
considered a suitable proposition. It
is a joint stock company, and if Con-
solexpo goes to the auctions and
buys tea but is not able to find a
selling outlet, what is going to happen
to the tea that it buys ? It will have
to answer to the shareholders of the
joint stock company.

pnda D53, D8, eweds

(sarfls erer. erib. QuGrar)

(Dr. N. M. Perera)

Purely for internal consumption.

a& Ba SNBIG

(Oserres ey GuienenCLim)
(The Hon. Hugh Fernando)
Most certainly, I grant that.

To overcome that difficulty the Tea
Commission has recommended the
formation of a Buyers’ Corporation
consisting 100 per cent of Ceylonese
tea growers who could take risks or
suffer some lose in order to promote
the industry. In fact I had a series
of discussions about the feasibility of
Consolexpo buying the tea for local
distribution, and I have not given up
that idea.

About the Ceylon Tea Propaganda
Board, I fully agree with the hon.
Member for Yatiyantota that there
are many things which cry out for
rectification and remedy, and I am
taking action. I think, before the end
of next month the House and the
country will hear about what has
been done to reorganize and bring
upote.date the work of the Ceylon
PeanPropaganda Board.
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The complaints against the sterling
companies, against our buyers in
London and against the shippers and
the brokers are not new to this
House. We have heard these com-
plaints for a very long time.

It is very difficult for a country
like Ceylon which has so far not de-
veloped its selling points abroad to
straightway break these monopolies
and to sell its tea. I think the hon.
Member for Yatiyantota will be the
first to agree that monopolistic ten-
dencies are so strong in those count-
ries that we have to act with caution.

I think that for the first time in
the history of the tea industry the
National Government has taken steps
to approach the parties concerned
abroad and the Governments con-
cerned abroad with a view to getting
better prices for our tea.

It is no secret that of all the com-
modities in the world only the price
of tea has not gone up to the con-
sumer. The price of tea has remained
constant to the consumer in the U.K.,
and there is a price freeze in England
by the Government which has re-
sisted an increase in the price.—
[Interruption].

The hon. Member for Yatiyantota
referred to the purchase of packeted
tea by Iraq. Iraq do not buy packeted
tea.

ale 957 08, cwedd
(Emﬂﬁﬁ erer- oripe QuU@ram)
(Dr. N. M. Perera)

They will.

abh By SN ¢

(Qazorrey @iy Quii@enGLr)

(The Hon. Hugn Fernando)

They buy the tea and blend it. So
far they have not bought packeted
tea. They have refused to buy
packeted tea from Ceylon, because
Mr. Murad, Chief of the Tea Pur-
chasing Board of Iraq, saw me some
time ago, and when we asked him
to buy tea in packeted forms.he re-
fused to do so.

Bewidn 57 Ded DE®
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As regards the resistance of some
of the countries like New Zealand and
Australia to buying packeted tea, I
fully appreciate their position. The
blending industry in those countries
is so big that they fear, if they have
to buy packeted tea, it will cause un-
employment among the workers en-
gaged in that industry. They want
to give a certain amount of protec-
tion to those engaged in the tea
blending industry. In fact, I made
representations to the High Com-
missioner of New Zealand when
he came to pay a courtesy call
on me. I handed to him a third
person note asking him to reconsider
the position and give us certain
concessions in the matter of sending
blended tea. Australia too is deve-
loping a certain amount of resistance
to our sending packeted tea.
We cannot simply force our tea into
their markets just because we have
packeted tea and are anxious to sell
our own tea. They too have their
own problems.

I think in order to overcome this
problem we have come to some sort
of agreement with India and steps
have already been taken to from a
working group for the purpose of
joint promotion, joint sale, and for
various other activities.

We must realize that today tea
is facing much more severe competi-
tion than it faced sometime ago—
African countries have come into the
market—and the image of Ceylon tea
is not what it was as some of us
think. According to my information,
unless we intensify our propaganda,
unless we do much more advertising
by way of packeted tea and by other
forms, even at the cost of some loss
to the country, we will not be able

to retain this image of Ceylon tea
because other teas have got into the
market. These  countries are
capturing the tea market by various
means—I do not say unfair means.
Of course, they have to build up
their own tea trade. So, Ceylon tea
will have to face severe competition
imetheo future.
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The hon. Member for Yatiyantota
referred to the question of barter
agreements and instant tea. As
regards instant tea. I think this was
an agreement that was arrived at
by the former Government. I should
say that the Instant Tea Factory that
was set up is doing very good work.
About a month ago I went to Agra-
patana and saw things for myself.
This year they have exported nearly
90,000 pounds of instant tea and
next year they hope to step up
production by about another 60,000
pounds. I think that will be one of
the best answers to the competition
that we are facing.

The hon. Member for Kolonnawa
(Mr. Ilangaratne) too referred to this
question of barter agreements. I
think, as far as I am aware, barter
agreements with all the countries
have not been a success. Though we
enter into agreements, set up targets
and deadlines, in most cases they
have not been realized. I do not want
to mention the countries. There are
some countries which have
defaulted very badly and have very
seriously put us in the red. So, I
think, we should reconsider our
position in regard to the barter
agreements we have entered into
with some countries. I am happy to
note that some other countries have
been doing trade very favourably

with Ceylon in terms of the barter
agreements.

At the moment, T am not able to
furnish much more details on this
question, but if these matters are
raised during the Budget Debate 1
hope to give some more details.

WS BNGDDEs
(Furprust syeuiser)
(Mr. Speaker)

The hon. Members can clarify any
matter that they want.

GD8e DY, D8, scscls

(s@rff orevr. erb. QuCrir)

(Dr. N. M. Perera)

There is only one point to which
the Hon. Minister drew thezattentiomn
of the House and to whith*T'hdd ' #d
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opportunity to refer earlier. He
stated that the present scheme is
introduced in order to increase the
advertising of Ceylon tea ? Please,
may I know how a reduction of
duty helps that situation ? There is
money in the Ceylon Tea Propaganda
Board for the purpose of advertising
our tea. If you want you can utilize
other money, but why do you want
to reduce the duty which is going to

diminish our foreign exchange
earning—15 cents—from packeted
tea ? On your own admission it is

going to help somebody else and not
the producer or the consumer. Then
who is getting the benefit ?

oS Ba snadg

(Qzorrear anfluy Qi @y i)
(The Hon. Hugh Fernando)
I said “ primary object ”.

mnde 3. €8, cue8sd
(srflG orer. orn. QuUBrsr)
(Dr. N. M. Perera)

Therefore, without reducing the
duty you can spend money on
propaganda. That is a different
issue. A reduction of duty means
that the money will go into the
pockets of these dealers. They will
pocket it and keep quiet. I do
honestly feel that this scheme is
thoroughly ill-conceived and all that
I can say is that we hope to raise
this whole question later.

8@ Be S0u®» 2, wwmud@m S,

cil@ el@as @, 6T mIGGIE meren (it L g,

Question put, and agreed to.
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The following item stood mext on the
Order Paper :
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*“The Minister of Finance to move :

‘That the Order made by the Minister
of Finance under Section 118 of the
Finance /Act, No. 11 of 1963, published in
Gazette Extraordinary No. 14,805/10 of
June 14, 1968, and ret out in the Schedule
hereto be approved.

Schedule

THE FINANCE ACT, No. 11 OF 1963
Order under Section 119

BY virtue of the powers vested in me by
section 119 of the Finance Act, Nc. 11 of
1963, I, Ukku Banda Wanninayake, Minis-
ter of Finance, do by this Order from mid-
night of 30th June/ist July, 1968, vary the

@G dlunuron  Qemmsula Haharetes cafobusiness turnover tax stpeciﬁed

g GCwa@ud era:Bugpin negihpraiaiaavaigathedOrder made under the a

oresaid
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section and published in Gazette Extra-
ordinary No. 14,762/3 of August 23, 1967,
by fixing the following rates of tax :—

(a) in respect of the business carried on
by any person in any place in
Ceylon as a manufacturer of any
one or more of the articles speci-
fied in Part I of the Schedule
hereto, such article or articles
being produced exclusively by
the use nf manual labour and not
by any other means, one per
centum of the turnover of such
business ;

(b) in respect of the business carried
on by any person in any place in
Ceylon as a manufacturer of any
one or more of tne arlicles (other
than clay bricks) specified in
Part I of the Schedule hereto,
such article or articles being pro-
duced not exclusively by the use
of manual labour, five per centum
of the turnover of such business ;

(¢) in respect of the business carried
on by any person in any place in
Ceylon as a manufacturer of any
one or more of the articles speci-
fied in Part II of the Schedule
hereto, three per centum of the
turnover of such business ;

{(d) in respect of the business carried
on by any person in any place in
Ceylon as a manufacturer of any
one or more of the articles speci-
fied in Part III of the Schedule
hereto, ten per centum of the
turnover of such business;

{e) in respect of the business carried
on by anv person in any piace in
Ceylon as a manufacturer of any
article or more than one article,
not being an arlicle specified in
Part II or Part III of the Schedule
hereto, five per centum of the
turnover of such business ; and

(f) in respect of any business, other
than the business of a manufac-
{urer, carried on by any person
in any place in Ceylon, one per
centum of the turnover of such
business.

U. B. WANNINAVAKE,
Minister of Finance.

Colombo, June 13, 1968.

SCHEDULE
Part 1

Ayurvedic preparations
Cigars

Clay bricks

Dried fish

Fireworks including crackers
Joss sticks

Tea chests

Bewldm @58 e AE®
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Part 11

Barbed wire

Building materials including clay bricks
produced not exclusively by the
use of manual labour but exclud-
ing asbestos products

Plywood

Part III

Biscuits

Brandy, gin, wine and rectified spirits

Carpets and rugs (excluding coir car-
pets and rugs)

Chocolates including cocoa powder

Confectionery

Cosmetics and perfumes excluding soap,
and hair oil

Ice rream

Textiles other than pure cotton tex-
tiles

Fireworks including crackers’.”

g. on, 3.08
DG D5 BN

(Qsorreu euerel prwdss)
(The Hon. Wanninayake)

I move the Motion standing in my
name.

The Order published in Gazette
Extraordinary No. 14,805/10 of 14th
June 1968 imposes a new rate of 10
per cent on the manufacturers of
certain commodities. These are bis-
cuits, brandy, gin, wine and rectified
spirits, carpets and rugs (excluding
coir carpets and rugs), chocolates in-
cluding cocoa powder, confectionery,
cosmetics and perfumes excluding
soap and hair oil, fireworks including
crackers, ice cream, and textiles other
than pure cotton textiles.

Gnda D53, D8, euvedd
(soor B & erear. orb. QuCrrn)
(Dr. N. M. Perera)

10 per cent turnover tax ?

Q& SBIBDNGED

(Q@orTou cueredl pruiss)

(The Hon. Wanninayake)

They were paying 5 per cent to 10
per cent. The new rates will take
effect from 1st July 1968 and will
apply to the turnover for the quarter
ending 30th September 1968.
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This is a necessary corollary to
the Foreign Exchange Entitlement
Certificates Scheme introduced on
6th May 1968. The Foreign Exchange
Entitlement Certificates = Scheme
does not have an uniform impact on
all domestically manufactured com-
modities. In terms of the scheme, im-
ports are classified under two cate-
gories, “ A ” and “ B ”. Category “A”
imports to be paid or at the official
rate of exchange and category “B”
imports at a higher rate to be deter-
mined weekly by the Central Bank.
Category “A” imports are mainly
imports of essential consumption
goods and are allowed in at the offi-
cial exchange rate to keep down the
cost of living.

Certain industries, however, utilize
such imports in large quantities for
the manufacture of non-essential
commodities such as biscuits, choco-
lates, confectionery and ice cream.
This results in discrimination
between industries using category
“A” imports and industries using
category “ B’ imports and will have
an unintentioned effect on the rela-
tive prices and profit margins of
different commodities and on the
allocation of resources. The new rate
has been introduced to offset such
discriminatory effects.

gl Do wmBga 2dé» ¢

dl@ 6108 PwibuliQLmH D .
Question proposed.

DCodCH B D¢,

(,Q@ Qomsrger )
(Mr. Ilangaratne)

8 8¢ w—

GT(PIESITIT.
rose

o D57 BN
(Qaerrar UG G| T U1 G & )
(The Hon. Wanninayake)

i thougl:lt this would be a non-
controversial item. If this is going to

be debated I do not mind taking up
the next item.
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(Qeerres Cag. i equicui 6o )
(The Hon. J. R. Jayewardene)

Will the hon. Member take long on
this matter ?

g. ex. 3.12

QGRS B Dedn.

(B Qomssser)

(Mr. Ilangaratne)
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(The Hon. Wanninayake)

Mr. Speaker, we must first of all
try to understand the fundamental
reason why we are going through this
kind of economic situation in the
country today. Our exports are
fetching lower and lower prices in
the international markets and our im-
poris are going up in price with the
result that our foreign exchange posi-
tion is not improving, if not becoming
worse. So, unless we use the limited
quantity of foreign exchange that we
have very wisely, we are going to get
into trouble. We are not making any
attempt to raise the taxes and duties
on very essential items that people
use in their daily life. We have ex-
cluded that category of articles which
touch very intimately the daily life
of the people.

The hon. Member for Kolonnawa
(Mr. Ilangaratne) was the one who
first introduced the business turnover
tax. He tried to make out today that
the items we have included for the
purpose of this tax are in common use
in this country. He asked, who is the
girl or boy who does not eat a choco-
late or an ice cream ? I thought he
had a knowledge of the conditions in
this country. Certainly it is desir-
able, if you can, to make available
chocolates, ice cream and even cos-
metics to those who need them. But
one cannot argue that the articles in
that category are of such a vitally
essential nature as the articles that
we have excluded from the business

turnover, tax.
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Some hon. Members said : why not
increase the tax on items like trac-
tors and vehicles that are needed for
purposes of development? I do not
think that is a sound argument to
pursue.

We are trying to make the best use
of the limited foreign exchange that
is available to us. We are, however,
excluding from this tax those items
which touch the daily life of the
people very intimately and are only
touching those other items which are
used not by the poorer classes but by
the wupper-middle and the richer
classes who can afford the extra
money to purchase and use them. Of
course, if it is possible to make these
items available to the people at much
cheaper prices we would certainly do
so, and our aim is to do that in the
future. At the moment, because of
the shortage of foreign exchange
we have to take certain measures, and
the harshness of those measures we
want to pass on to the richer classes
rather than to the poorer classes.

g me FPum ¢, swmuddn B
al@ lBssiiuc®, @b msGlETeTer UL g.
Quesiion put, and agreed to.

DI BNGD TS

(eurprus; yeurser)

(Mr, Speaker)

The Sitting is suspended for half
an hour.
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Sitting  accordingly suspended  till

4.30 p.v. and then resumed.
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(Qaxorres cuared Briids)
(The Hon. Wanninayake)
I move,

“ That the Bill be now read a Second
time. ”

In my Budget speeches of 1965 and
1966 I stated the Government’s inten-
tion to remove the restrictions placed
by Part III of the Finance Act, No. 65
of 1961, on the opening of accounts
by Ceylonese in what that Act des-
cribes as “ foreign banks .

A foreign bank, according to that
statute, is any bank other than the
Bank of Ceylon, the People’s Bank,
the Post Office Savings Bank, the
Ceylon Savings Bank and any Co-
operative Bank. Thus, the Hatton
Bank, which is a Ceylonese bank, :is
not eligible to open accounts for

Ceylonese.

The restrictions which apply te
Ceylonese citizens as well as to any
body of persons in which Ceylonese
citizens have an interest referred to
in the Act are broadly as follows : 1.
They may not open an account at a
foreign bank unless they are em-
ployed by such bank. 2. they may not
open a loan or overdraft account at
a foreign bank unless they had an
account in that bank on 27.7.61. 3.
they may not place funds in fixed
deposits in a foreign bank if by such
process they will exceed the aggre-
gate of sums held by them in fixed
deposit in that bank on 27.7.61. 4. they
may not increase the balance in their
savings account at a foreign bank
beyond the balance as at 27.7.61 if
they had an account with the Bank
of Ceylon or the People’s Bank on
that date.

These restrictions prevent the com-
mercial banking system from playing
a more effective role in the country’s
economic development for the follow-
ing reasons : (a) The restrictions not
only adversely affect the Hatton
Bank, as pointed out above, but also
militate against the opening of new
Ceylonese banks. (b) They restrict
the ab'li.tx of foreign panks and the

igifized by Noolaham Foundation.
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Hatton Bank to harness deposits and
thereby limit their ability to lend. It
should be noted that over 60 per cent
of the total advances of foreign banks
have been made to Ceylonese. If the
restrictions are removed, the volume
of advances granted by these banks
to Ceylonese and also the proportion
of advances to Ceylonese would in-
crease. (¢) They adversely affect the
Ceylonese business community in
that those of them who have done
business with foreign banks for many
decades and built up confidence by
virtue of close business relationships
may be prevented from availing
themselves of the credit facilities
afforded by these banks.

It is true that the Act permits old
constituents to continue to borrow
from such banks, but difficulties arise
when banking law requires such per-
sons to open new accounts or when
they float new companies for specific
objects. When such persons have to
borrow from the Bank of Ceylon or
the People’s Bank, they may be
denied the amount of credit required
or they may not obtain the same
facilities or the same terms as they
would be able to get from the foreign
banks with whom they had been
doing business over many years. If
the present restrictions are removed,
Ceylonese businessmen who are
languishing for want of credit to
start new economic ventures may be
able to obtain financial assistance for
their projects from these banks.

The Government decided, how-
ever, that before the restrictions on
foreign banks were removed, it was
necessary to adapt foreign banks to
the changing conditions in Ceylon,
and discussions were held with
foreign banks on the specific points
I had mentioned in my Budget
speeches, namely, (1) strengthening
of Ceylon’s external payments situa-
tion ; (2) training and employment
of local personnel ; (3) more effective
participation in. the financing of

economic activities; (4) institutional
changes.

Bewlfnm 75 @& AE®
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(1) Strengthening of Ceylon’s
external payments situation : Under
the agreement signed between the
Central Bank and the British banks
the Central Bank has been given cre-
dit to draw up to £4,009,000 and a
further £2,000,000 as a stand-by to
be used in an emergency. This faci-
lity has proved very useful to Ceylon.
The Central Bank has made draw-
ings on several occasions and may
have to make use of the facility in
the future.

(2) Training and employment of
local personnel: The British banks
are giving their co-operation in
running the Bankers’ Training Insti-
tute (Ceylon) under the sponsorship
of the Central Bank of Ceylon. They
are also now giving opportunities for
Ceylonese at executive levels and
training some of them abroad. They
are willing to have in their branches
suitable Ceylonese in posts of
managers and sub-managers.

(3) More effective participation in
the financing of economic activities :
The British banks have expressed
their willingness to provide long-term
capital for the purposes of develop-
ment, either by way of a contribution
to the D.F.C.C. or assistance to any
other long-term credit institution. It
may also be mentioned that it is the
hope of these banks that with access
to funds of Ceylonese depositors they
will be able to increase their contri-
bution in this sphere. I shall refer
later to the proposal to amalgamate
two branches of the National &
Grindlays Bank with the Hatton
Bank and indicate the objectives of
the proposed amalgamation.

(4) Institutional framework with-
in which the foreign banks might
function : The present commercial
banking system is confined to: (a)
the Bank of Ceylon which was origi-
nally set up with Government assist-
ance and Ceylonese capital, but since
1961 a State bank; (b) the People’s
Bank which is a joint wventure
between the State and the co-opera-
tive institutions; (c) five British

Digitized by Noolaharanks:i@f which two are subsidiaries
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under the ownership of parent com-
panies which also operate branches
in Ceylon (the Hong Kong Bank
owning the Mercantile Bank, and the
Chartered Bank owning the Eastern
Bank) ; (d) one up-country local
bank, viz., Hatton Bank, controlled
by Brown & Co. Ltd., but not with an
effective contribution at present to
the economy ; (e) three Indian banks
including the state Bank of India;
(f) one Pakistani Bank.

¢ cwmBen HOVIA® Ocun.
(8- 9 Qerdevr & pair ser)
(Mr, de Zoysa Siriwardena)
Why not nationalize the banks ?

ol DY BNED

(GiaweTTor aueTed BTI&GS)

(The Hon. Wanninayake)

You did not do it but you are ask-
ing us to do it.

The sum total of the activities of
the Indian and Pakistani banks and
of the Hation Bank is not very much
in comparison to the activities of the
Bank of Ceylon, the People’s Bank or
any one of the major British banks.
In deference to Government’s express
desire that the British banks should
co-operaie in making institutional
changes in the banking system, some
of the foreign banks are prepared to
participate in the following manner :

(1) Discussions are continuing with
the Chartered Bank group who have
agreed in principle that the Colombo

office of the Eastern Bank Limited
should be converted to a joint ven-
ture in participation with the Ceylon

Govemment and private Ceylonese
Interests with majority control in the
hands of the Ceylonese.,

a& o8, @l BwdZRn
(C&er e Can. DT SQUIGHT F6oT )
(The Hon. J. R. Jayewardene)
Ceylonization.
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(Qserres cueret Hriids)

(The Hon. Wanninayake)

This is better than nationalization.

(ii) The National & Grindlays Bank
and the Hatton Bank have been con-
ducting negotiations according to
which the Kandy and Nuwara Eliya
branches of the National & Grindlays
Bank will be handed over for the
purpose of merging with the Hatton
Bank into a new institution which
will also offer its shares to the
Ceylonese public. According to these
arrangements, the National &
Grindlays Bank will have a minority
interest as compared to the share-
holding of the Hatton Bank and the
Ceylonese public. It is expected that
this new bank will be able to com-
bine the engineering and agricultural
experties of the Browns Group with
the banking experties of the National
& Grindlays Bank, to make a valuable
contribution to the development of
the agricultural and plantation eco-
nomy and also to the development of
industry.

(iii) Negotiations are proceeding
with the Hongkong and Shanghai
Banking Corporation with a view to
setting up a joint venture on similar
lines.

The legislation now before the
House—which is in fact, to amend the
Finance Act, No. 65 of 1961—provides
for the Minister of Finance, acting
on the recommendation of the Mone-
tary Board, to allow any of the
foreign banks operating in Ceylon to
accept deposits from Ceylonese. I
wish to point out that the Aect
does not automatically lift the res-
trictions which have till now applied
to all foreign banks. The restrictions
will be lifted only on a case by case
basis, taking into account the extent
to which any particular bank is will-
ing to co-operate with the Govern-
ment in the matters I have deseribed.
The legislation also provides for the
Monetary Board of the Central Bank
to determine the terms and conditions
which the foreign banks that are
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from Ceylonese should comply with.
Lastly—and this is also important—
under these terms and conditions, the
Monetary Board of the Central Bank
will ensure that deposits of Ceylonese
in foreign banks resulting from the
relaxation of restrictions will not be
used for granting loans and over-
drafts to non-Ceylonese.

I commend this Bill to the House.
Sd MG “mBYN Dd» CL

dl@ @104 BubuiQupp g
Question proposed.

g, oo, 4.42

AZmnB cwmBem Ow. (cmen crmed)

(8@ Cuie’ Qeriewr—Qsn L) g
B pS)

(Mr. Bernard Soysa—Colombo South)

Mr. Speaker, this is a black day in
the history of this country. The Hon.
Minister of Finance has moved a Bill
which he, in his wusually jocular,
charming and bland manner, describ-
ed as a very innocuous and harmless
measure.

There are really two issues involv-
ed. In regard to each of them it is
possible that there might be some
amount of disagreement. One is that
this is a measure which is an on-
slaught, a calculated and deliberate
onslaught on indigenous banking—
[Interruption] Hatton Bank notwith-
standing. If the Hon. Minister was
merely anxious to help the Hatton
Bank, the one Ceylonese Bank he
talked about, all that was necessary
was to bring an amendment to the
Finance Act to include the Hatton
Bank in that list which includes the
Bank of Ceylon, the Post Office Sav-
ings Bank, and so on .

The second issue is that this is a
calculated and deliberate act of de-
nationalization. The nationalization of
the Bank of Ceylon was a step in the
direction of nationalization of credit
institutions in this country in order
that the Government might be able
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the point of view of the normal credit
needs, but with the emphasis on
development. This is a retrogressive
step : it is going back upon what has
already been achieved. And, the Hon.
Minister has hot been able to give us
one single reason to justify what is
being done.

The Hon. Minister tried to make
out that there is going to be some
extra money available to the private
sector, specifically the Ceylonese pri-
vate sector, for development purpo-
ses as a result of this measure. Sir,
there could not be a bigger hoax than
this. I can understand the Hon. Min-
ister and his financial advisers indul-
ging in some degree of wishful think-
ing. But wishful thinking in the face
of facts which run completely con-
trary to what they expect to achieve,
or what they say they expect to
achieve is wilful deception. We
would not mind this so much. We
have no objection to this Government
conlinuing to deceive itself, but we
object very strongly to any attempt
to deceive the public regarding this
matter.

When the Bank of Ceylon was
formed in 1938, and the late MTr.
George E. de Silva, who was Member
for Kandy at that time, took a great
interest in promoting the formation
of a Ceylonese bank, a specifically
Ceylonese bank, the complaint that
was made at that time—and very
justifiably made—was that the
foreign exchange banks operating in
this country did nothing in the direc-
tion of granting credit to Ceylonese
entrepreneurs in the matter of deve-
lopment. So we had a commission,
the Pochkhanawala Commission.

The commission went into this
question, examined it in all its
aspects, and made its recommenda-
tions, and on the basis of those re-
commendations, several Ministers of
Commerce and Industries in the old
State Council negotiated with the
Government of Great Britain for the
purpose of setting up a bank in
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really unnecessary. Our Ministers
were timid at that time. They were
afraid of fighting the British, parti-
cularly in the field of finance, and
therefore negotiations were conduc-
ted with the Secretary of State for
the Colonies and with the Govern-
ment of Britain at Whitehall, as a
result of which the proposed estab-
lishment of a bank was considerably
delayed.

Somewhere round about 1938, the
year immediately preceding World
War II, the late Mr. G. C. S. Corea,
as Minister, was able to present a
Bill in the State Council for the
establishment of the Bank of Ceylon.
Even that Bill was presented after
considerable discussion had taken
place with Whitehall, and there were
two limitations imposed upon the
proposed bank at that time. The first
was that loans could not be granted
with the sole security of immovable
property, which was a very severe
restriction upon the grant of credit
because any Ceylonese borrower at
that time could not be expected to
have any kind of security to
offer other than security in immov-
able property. Even today the larger
number of borrowers from any bank
offer immovable property as security.
That is the principal form of property
in this. country: They  got
over that by saying that they
were going to set up the Agri-
cultural and Industrial Credit Corpo-
ration and therefore they need not
bother about the limitation on that
role of the bank. The second restric-
tion was even more important—no
foreign exchange transactions ex-
cept with India.

Those restrictions, for which the
late Mr. G. C. S. Corea apologized,
were not restrictions which were
thought of as measures of prudence,
a measure of caution, a desire to feel
one’s way forward before taking any
definite steps; nothing of the kind.
These were conditions which were
deliberately forced upon us, forced
so to speak at the point of the bayo-
net. They had to consent to those
limitations, otherwise there would
have been no Bill at all.
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That point was brought out in the
Debate by the hon. Member for Yati-
yantota (Dr. N. M. Perera), who was
Member for Ruwanwella then. I think
the present Hon. Minister of Indus-
tries and the hon. Member for Yati-
yantota, who were Members of the
Standing Committee at that time,
fought very hard, not for a State-
aided private bank but for a State
bank, which would finance develop-
ment. They submitted that as a rider
to the Report submitted by the Min-
ister to the State Council
But the sole purpose of the setting
up of this Bank of Ceylon was to
grant to Ceylonese the credit facilities
that had been denied to them by the
foreign banks.

I want to ask the Hon. Minister, as
a result of the creation of the Bank of
Ceylon with this object in mind, and
the fact that this complaint had been
made in regard to the granting of
credit facilities by the foreign banks
to Ceylonese, was there an improve-
ment in their behaviour ? There was
not. They remained the same.

The Hon. Minister’s argument can
be met on the basis of answering an
argument which has two separate
forks, a bifurcated argument. If in
fact Ceylonese depositors are en-
couraged to place their moneys in
these foreign banks of course with
the consent of the Hon. Minister and
Their Lordships of the Monetary
Board—what you will get then is one
of two situations. First, if credit is
going to be given on the basis of
deposits made by Ceylonese, which
the Bank of Ceylon or the People’s
Bank do now, in that case the same
extent of deposits will be spread out
among a larger number of institu-
tions, thereby providing a lower cash
basis for each bank for its own credit
transactions. In other words, they
will be less able to give credit than
if there was only one bank which
collected all these deposits.

@& DY BBz
(Qzerrey auared priiss)

(The Hon. Wanninayake)
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(Mr. Bernard Soysa)

I_ am coming to that. If they are not
going to give only Ceylonese moneys
1t means that some degree of foreign
mvestment is to be made, foreign
capital of the banks from abroad will

be _brought into these institutions
which are giving out money

adr D53 BB

(Qaerres euaref) pimruids)
(The Hon. Wanninayake)
Along with our own money.

DE5ND e .
(8. Quirey QFriiovr)
(Mr. Bernard Soysa)

—along with our own money as
credit to Ceylonese.

This is a pipe dream on the one
side, and on the other, even if it were
realized, we are not here for the pur-
pose of encouraging that kind of
control in regard to investment in this
country which will necessarily be
exercised as a result of this particular
kind of adventure.

The Hon. Minister talked about the
possibility of a merger between the
Hatton Bank he talks so much about
and the National and Grindlays Bank.
I know that there is also another pro-
posal for certain Ceylonese business-
men to be given shares in another
foreign bank that has a subsidiary
here.

I think it will be a sad day for this
country, because with this kind of
situation what you get is a private
channelling of credit which gives the
foreign investors and outsiders a
larger control of the economy of this
country. In order to get your foreign
credit on the basis of your long and
medium-term loans granted through
the Central Bank, you have already
made the necessary adjustments. You
have already changed the Monetary
Law Act for the purpose of getting
ILM.F. funds into your Long Term
and Medium Term Loans Fund ; You
have already changed the State
Mortgage Bank Act for purpose of
granting loans for development. You
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have made all these changes, you
have changed the Development
Finance Corporation Act for the pur-
pose of getting ILM.F. funds and
World Bank funds into the Develop-
ment Finance Corporation.

Sir, in a situation in which the
Government feels that the credit
facilities enjoyed by the entrepreneur
in this country are insufficient, and
in so far as credit is required in the
form of foreign exchange for the
purchase of capital equipment and
the like, to that extent, whether the
Government is the investor or
whether the entrepreneur is the
investor, unless you are able to build
up your own capital accumulation
over a short period of time, it will
be necessary to borrow from out-
siders. That is granted.

Now, the very act of borrowing
places an obligation on the State to
see to it that the powers given to the
creditor as a result of your going to
him for money are limited and
restricted in a particular way, in
every way.

To the extent that the transaction
in respect of which capital resources
are to be made available to you is a
government to government trans-
action and to- the extent that the
moneys will be channelled through
the Central Bank, one could feel con-
fident that the State has a grip on
the situation. But when you broaden
that basis and say that the moneys
shall not come into the Central Bank
and be diverted through the Central
Bank, when you allow moneys to
come from the LM.F. to the Deve-
lopment Finance Corporation and
from there to the investor—you were
very nearly going to change the State
Mortgage Bank Act for the purpose
of getting IMF moneys to the State
Mortgage Bank and through the Bank
to the investor—you are permitting
a diversity of channels in that way.
To that extent you are multiplying
the means of control of the economy
that will be exercised by your
creditors.

By getting credit through the
means which the Hon. Minister of
Finance has in mind—I do not think
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it will come in that way, but let us
suppose it will—there is no knowing
by what tentacles the economy of this
country will be gripped by your
foreign creditors. This is a frightful
situation that the Hon. Minister has
created.

The Hon. Minister talks very
glibly about this business of foreign
capital coming in. Others, even
advisers of a previous Government,
had this dream. Talking of nationa-
lization of plantations, Nicholas
Kaldor, when he came here in 1958,
was against it. This is what he said
in his Report :

“I realise that the nationalisation of
the plantation companies, together with
the question of foreign participation in
developing new industries is an emo-
tional issue which is not likely to be
judged solely on economic considerations.
Nevertheless I think it is important to
point out that the pace of Ceylon’s future
development, at least for the next two
decades or so is greatly dependent on
foreign help.”—

He did not think the trouble is a lack
of capital—

“—not so much on account of the lack
of resources for capital accumulation, but
the lack of expert knowledge in setting
up and managing enterprises in new in-
dustries. It would be unfortunate if Cey-
lon were deprived of this help on
account of a vague hostility towards
foreign capital and enterprise, and the
general atmosphere of distrust engender-
ed by it—whereas it would be open to
Ceylon to enlist the support of foreign
enterprise without jeopardising her ulti-
mate economic independence. I see no
inherent contradiction between the
growth of public enterprise in basic sec-
tors of the economy, and the simultaneous
encouragement to foreign firms in other
fields where development could not take
place without their participation. ”

This was said _ip 1958.

The Government of the day did not
proceed to adopt the proposal put
forward by the present Minister of
Industries and Fisheries (Hon.
D. P. R. Gunawardena), who was
then Minister of Agriculture, for the
mationalization of plantations on a
particular basis. There were certain
acts of nationalization carried out by
that Governinent in respect of

t of the s
Port of Colombo and the bﬁé%%éeﬁ\f E%%{;‘CS%M onese enterprise that had been
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Well, Sir, there was a change of
Government, and the Government,
led by the present hon. and fair
Leader of the Opposition, did carry
through certain acts of nationaliza-
tion ; and as a protest against those
acts during that time, those who are
connected with the Hon. Minister of
Finance and the present Government
gave this country the worst possible
publicity abroad.

The Press Bill was made use of as
an opportunity for giving not only
the Government of that day but also
this country a very bad press
throughout the world. Well, that
Government was defeated in 1964,
and the present Government came in
1965—came in with a lot of assuran-
ces, with a tremendous volume of
goodwill and friendship from the
very interests that had been distur-
bed by the developments in this
country from 1960 to 1964. And what
is the private capital you extracted
from March 1965 to date? What
have you got ?

The Hon. Minister of State, when
he was Minister of Finance in the
first Parliament of 1947, held out an
open invitation to foreign capital to
come here. That invitation was re-
peated year after year. He was
succeeded by the present Minister of
Scientific Research and Housing. He
also repeated the same invitation to
foreign capital to come here to deve-
lop the country. During all that time
what came in ? What is the foreign
capita] that came in ? There was no
talk of nationalization at that time
—no talk of nationalization to scare
anybody—by these “ horrible mons-
ters ” representing the Opposition
today in Parliament ! We were there
certainly, We talked about nationa-
lization. but nobody believed that
the Opposition of the left parties of
that day who were against the Uni-
ted National Party Government
would one day be in the seats of
power. Nobody believed it at that
time. So. what is the capital that
came in ? Only one firm, Sir, brought
I capital—for the manufacture of
es and therby killed the one


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/

1463
el (woowidm) sme e@gdum

[28208 ew&en &wa.]

started. That was all that came in ;
there was no other capital brought
in. Those were the great days of the
United National Party from 1947-56.
They went on their knees and plea-
ded with foreign entrepreneurs to
come in to help develop the country.
Read the books written by the then
Ministers of Finance. The present
Minister of State produced his sym-
posium on the history of this coun-
try—finance, economic development
—from 1923 to 1950. Subsequently
another book was published by my
good Friend, the Hon. Minister of
Scientific Research and Housing in
the year in which he took over the
portiolio of finance.

In spite of all the pleas that were
made to foreign entrepreneurs to
bring their money, nothing happened.
All right, the Government from 1956
to 1964 was committed to nationali-
zation, socialism and so on, and there-
fore the foreign entrepreneurs were
afraid to come here. But you came
into office in 1965 ; what have you
got since then ? What, Sir, did the
Hon. Minister of Finance say ? He
said that these foreign banks had
agreed, were prepared to give them
credit to the extent of six million
pounds sterling. And we have to sell
our birthright for this mess of pot-
tage—yes, we have to sell our birth-
right for this mess of pottage, this
six million pounds sterling. That is
not all.

Sir, there are various other ways
in which you can get more than this
sum. I am aware of the fact that a
proposal was seriously put forward,
instead of this nonsense that has
been proposed now, for an export
and import bank to be created. I am
not necessarily in favour of an im-
port—export bank in which there is
private investment, but certainly an
import-export bank would have been
able to earn—not only in foreign
exchange but in local currency—
the profits and the interest earned
presently on your exchange trans-
actions by the commercial banks.
You would also have been able to

develop your connectiong® dhroad deoha
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the extent of getting much more
credit than this £ 6 million that you
are talking about. Much greater cre-
dit resources could have been placed
at your disposal by such a bank, and
you would have been able to make
use of that degree of credit for the
purpose of development.—
[Interruption].

You never gave us the time. The
former Minister of Finance, the pre-
sent Member for Yatiyantota (Dr.
N. M. Perera) made his Budget
Speech in August 1964 ; in September
the discussion was taken up, the
financial year commenced in October.
He went abroad, ani fell ill in
November ; in December when he
returned to the Island Parliament
had been dissolvel. And in March
1965 the present Minister of Finance
assumed Office.

You took over a number of good
things proposed by us, things which
you attacked at that time when you
were in the Opposition. A number of
things that were attacked at that
time have now been found to be Very
good.

You paid a collossal sum for a Tea
Commission which sat for days and
days and rediscovered the truths
that were mentioned in the Budget
Speech of the hon. Member for Yati-
yantota, which were very severely
attacked by the present Government
when in the Opposition. They redis-
covered some of those things.

£ 6 million! It is for this that we
are being asked to sell our birthright
This particular measure of the Hon.
Minister of Finance is not going to
provide any additional capital in any
serious or worthwhile way, or in any
manner which would not be danger-
ous or harmful for the future of the
economy. It is only going to increase
the earnings of those people who
have started branches of their banks
in this country.

As a result of the measura that was
brought by the hon. Member for
Dompe (Mr. F. R. Dias Bandara-
naike), the extent to which deposits

Wiﬂt@d?gﬂ%de with the Bank of Ceylon
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and the volume of exchange {trans-
actions of the Ceylonese entrepre-
neurs through the Bank of Ceylon
and the People’s Bank increased. The
diversion of the handling of credit,
in respect of food supplies hought
from abroad, into the hands of the
Bank of Ceylon—all this resulted in
the Bank of Ceylon, firstly as a
Ceylonese institution and later as
a government-owned institution,
obtaining that measure of profit
which accrues from every single
exchange transaction. You allow
these exchange transactions to go
back to the foreign banks, and to
that extent this country will be
losing much in foreign exchange
which it is so anxious to earn.

The Hon. Minister did not tell us
what is going to ke the necessary
corollary to the breaking up of the
Ceylonese bank monopoly that exist
today. The necessary corollary is
that, despite all this talk of a mora-
torium, the profits that will be earned
by these banks will have to be re-
patriated, and to that extent there is
going to be a run on your foreign
exchange resources. The Hon.
Minister of Finance failed to tell us
what he is going to do about it.
You got £6 million as credit accom-
modation in respect of foreign ex-
change from these banks. Within a
relevant period of time, Mr. Minister
they will be taking away more than
that. They will take back into their
countries much more than that.
That is the kind of accommodation
you get.

These foreign exchange banks in
this country never gave up their anti
national role. They have never
given it up. There is one instance I
want to refer to which occurred
recently. I hate to have to mention
names on the floor of this House.

A firm, formerly European-owned
and now 100 per cent Ceylonese-
owned, wanted to engage in .the
export of tea bags. This. firm had
been running on a credit. allocation
by one of the foreign exchange banks
in this country by means of over-

drafts and loan accommodg¥itii’6f 4% Hiattet "Was brought to the notice of
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little over Rs. 3,600,000, on which
they paid an interest of over Rs. 2
lakhs a year to that bank. They had
this credit accommodation for a
number of years.

Then last year they made an appli-
cation to this bank asking for further
credit facilities for the purchase of
machinery for setting up a factory
to bag tea and export it. They felt
they had a market for tea bags. They
were assured of this and they wanted
to bag tea for export. This is a step
beyond packeted tea. I am not here
discussing the merits of the venture.
This firm asked for an industrial
allocation for the purpose of getting
their machinery.

What happened ? When they
went to the Ministry of Industries
they were warned by the advisers of
the Minister of Industries that they
would never get the financial assis-
tance from this bank. That predic-
tion came true. The bank was not
prepared to give them the necessary
credit.

S0, on the advice of the Ministry of
Industries they floated a new com-
pany and on the basis of the floata-
tion of the new company they were
able to get the necessary capital to
start this new enterprise.

What happened next ? The
foreign bank, which had denied them
this credit to start on this new
venture, gave them a deadline and
called back the Rs. 3,600,000 loan.
They wanted this firm to crash. They
wanted to kill it before it started this
enterprise, which would compete
with foreign vested interests in tea.

That is why the hon. Member for
Yatiyantota said, “If you are going
to packet tea and cut into the profits
which the foreigners are making out
of our tea, you must be ready with
countermeasures to fight them ; then
they will make another move and you
will have to be ready with the next
move against them. Otherwise you
are not going to win this battle. ”

This bank was determined to kill
this new venture, I believe this
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the Hon. Minister of Finance and also
to the notice of the Central Bank.
And those who preside over the
destinies of the Central Bank, the
Monetary Board, did they stretch a
finger to help these people ? What
have they done ?

If this is the present behaviour of
these banks—never mind the past
behaviour of 30 years ago—if that is
how they behave today, T ask the
Hon. Minister of Finance, is it to
these people you want to give these
extra facilities ? The Hon. Minister
knows the name of the firm con-
cerned and he knows the name of the
bank concerned. I do not need to
mention them. He has not been able
to do anything. It is now several
months since this matter was brought
to the notice of the Government.
They have not been able to do any-
thing.

I know that the managers and those
who have been in charge of ‘the
affairs of these banks op=rating here
get a considerable amount of enjoy-
ment lending out our money at
considerable profits to themselves;
and the Hon. Minister’s proposal is
to help them to continue that.

In their defence they have urged—
this has been urged in many quarters
—that they will be able to give a
better deal to their employees. We
know how much of a better deal they
gave last year and the year before
when the Bank Employees’ Union had
to go on strike for many days. The
banks went back on what they had
promised the Hon. Minister. Of the
altruistic motivations of these people
we have had ample experience in the
past not to have any faith in them in
regard to these matters in the future.

The Hon. Minister is aware of the
definite anti-national role these banks
have been playing ever since the
threat of nationalization of foreign
enterprises arose. And ever since
that threat began to acquire some
degree of possibility in this country,
what did the foreign enterprises in
this country do? Theysent, their
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capital away from this country and
that with the connivance of these
banks to which the Hon. Minister is
going to be very generous. They
functioned on the basis of the largest
overdrafts. They brought the actual
situation in regard to their enterprises
in this country to a position where
if you took over the companies you
took over a series of debts to some of
these banks, and you had nothing to
do ; and if you took over the banks
you had only the buildings and none
of their major assets. That is the role
they have been playing all this time.

The Hon. Minister can look up the
Central Bank Report where Table IV
gives the overdrafts from 1949 down-
wards. You will see how suddenly
in 1956 they started bumping up. You
will see that the grand total of the
amount of overdrafts these firms in
this country have drawn from the
commercial banks has gone up. That
is the role they have played.

If you take the first step to give
the Central Bank, as the hon. Member
for Yatiyantota suggested, the powers
of a super bank over these banks, the
means of controlling these monsters,
we could then thereafter consider this
second question. But you do not
have the means of real control. All
that you are doing in this Bill is to
empower the Monetary Board to re-
view the position and then allow you
to name the bank “an approved
bank ”. That is about all. You are
not taking any more powers than you
already have, and what powers you
already have you have failed to exer-
cise in respect of that one company
that I mentioned. You are unable to
step in and help them. So how can
we have any confidence in you in this
matter ?

With regard to this talk of an inflow
of capital from abroad, there are
other countries too that have been
waiting for an inflow of capital. The
Hon. Minister is well aware of the
fact that in the post-war years the
big investing countries in the Western
sector, principally the U. S. A, sent
their money out for investment, their
capital for export, not in the pre-war
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pattern. They sent their money not
to Asia and Africa but to Europe.
Those investments were made in
Europe. The countries of Asia and
Africa, the developing sector of the
world, or what was called the third
world, were relegated to the position
of exploitation through trade. What
we might call ‘market imperialism ’
was created.

The grip that they had upon
insurance, banking and shipping, the
channels for the flow of goods into
the markets of the world, was
exploited for the purpose of seeing
that the prices of industrial products,
capital goods and consumer goods
kept on rising, while the prices of
primary products, like our tea and
rubber, like the rum, the cocoa, the
bananas and the coffee exported from
countries in Africa and Latin,
America, were depressed.

But the area of investment of U. S.
capital was primarily Europe and,
to a lesser extent, some of the sec-
tions of Latin America. Imperialism
took on a new face in the post-war
years.

And now, without the political
guarantees and safety for their
capital they are not ready to dump
their capital any more in these sec-
tors of the world where they feel it
is not safe. They were hoping that,
if they could have changed the
pattern of ®vents in Vietnam, if they
could have conquered that little coun-
try, that might give them a base for
a re-conquest of Asia in a different
way.  But those hopes are failing
now, and with the retreat that has
been  forced  upon American
imperialism in the East, they no
longer feel that there is any safety
for their capital. Therefore, their
channels of exploitation remain

plrémarily in the fields of trade and
aid.

Aid, of course, is another channel of
exploitation.  In the old days the
imperialists came here to civilize us.
Now they come to develop us. Deve-
IQP}'nent has been substituted ., for
civilization. And ‘he Hom Mimister;
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with this very harmless Bill, is only
opening another road for them to
continue this same kind of game.

Has the Hon. Minister considered
the frightful effects it would have
upon the existing Ceylonese banks,
the Bank of Ceylon and the People’s
Bank ? As far as I am aware, the
rupee companies in this country,
though  dominated by foreign
interests, after the Finance Act of
1961, put their fixed deposits in the
Bank of Ceylon. Their exchange
transactions were nevertheless con-
ducted through the foreign banks to
which they were subscribers, but at
least their fixed deposits came into
the Bank of Ceylon. The moment
you lift this ban, what will happen ?
Those fixed deposits will once again
go from the Bank of Ceylon back to
those banks. It is usless stating
that they will not want to take them
away until the pericd of maturity is
reached. That is a short period of
only four to five years.

Take the circumstances in which
you get the fixed deposits taken away
from the Bank of Ceylon. To that
extent the collateral held by this bank
against its credit transactions will get

seriously jeopardized. You
jeopardize their position by
bringing about this change.

To that extent, confidence in that
bank will be destroyed. And, to
whose advantage ? To the advantage
of the exchange banks. It is not
merely the fixed deposits that will g0
away ; even the current accounts will
disappear.

The Hon. Minister thinks that by
this process of lifting the ban by
degrees, on a one-at-a-time basis—it
is not in the Bill ; it is his intention
that he will only permit one at a
time—he will stop any run on these
deposits held by these banks, the
Bank of Ceylon and the People’s
Bank. He does not know his own
countrymen. Twenty years after
independence some of our people are
still hypnotized by the so-called ex-
cellenceoof the foreigner. That is the
true’Position. I mentioned before on
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the floor of this House, the case of the
Ceylonese gentleman who went to
one of the London hospitals to see a
specialist. The specialist whom he
went to see was unfortunately on
leave, and, therefore, this patient had
to be handled by the registrar and
the specialist’s assistant. The registrar
and the specialist’s assistant happened
to be students from Ceylon. They
were both doctors in that hospital,
and they were both men who knew
their job. They were anxious to do
their best for their fellow-country-
man who had come to consult the
specialist who was on leave. But
what did the Ceylonese gentleman
say ? He said, “I did not come 6,000
miles to be treated by a Ceylonese. I
came all this distance to consult a
European doctor.” These two Ceylo-
nese doctors in the Unit who were
well qualified and anxious to help
their fellow-countryman, went and
woke up the European intern who
had not finished his internship and
brought him to attend on the Ceylo-
nese patient who was quite happy at
having been treated by a White man.
—[Interruption]. When you allow
these exchange banks once again to
take these current accounts away,
that sector of the middle-class Ceylo-

nese in our country who are still
hypnotized by European standards
and thinks European, will want to
take their current accounts away and
deposit them with these banks. There
is not the slightest doubt about that.—
[Interruption]. They have abandon-
ed our doctors, and they believe that
there is some magic that is going to
be performed on board the good ship,
[ Hope ”.

ad, D53 53BNy
(Qzorres euesref sruiss)
(The Hon. Wanninayake)
Educate the masses.
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(Slm. Quiey’ Qerdawir)

(Mr. Bernard Soysa)

What hope can we have against the
process of de-education the Hon.
Minister of Finance has started with
this particular Bill.

g. . 5.25

2D BN 2NN S
(FLUTBrLIST Sl &erT)
(Mr. Speaker)

Order, please! The Hon. Deputy
Speaker will now take the Chair.
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Whereupon MR. SPEAKER left the Chair,
and MR. DEPUTY SPEAKER [MR. M. Siva-
SITHAMPARAM ] took the Chair.

AN cenHen Den.
(B Quiey_ Qerdawr)
(Mr. Bernard Soysa)

The Hon. Minister’s inntention of
treating each one of these cases sepa-
rately still does not give us confi-
dence that he will be able to prevent
a run on the Bank of Ceylon and the
People’s Bank. That will be one of
the most dangerous and harmiful
things that would possibly be set

going.

I ask the Hon. Minister: Why
could he not wait for the report of
the commission that is inquiring into
the Bank of Ceylon, before he brought
this Bill ? You have a high-powered
commission inquiring into the opera-
tions of the Bank of Ceylon. Why, in
the midst of this, do you want to
strike this blow ? Why could you not
wait for the commission to give its
report ? Has it given even an interim
report ? No. Why cannot you wait ?
Why this indecent hurry ? This is
positively indecent. What is the
reasoniofor this terrific hurry to open
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the doors ? Why could you not wait
for the report of your own commis-

sion ?

You are planning fresh legislation
in respect of the People’s Bank and
the Bank of Ceylon. Why could you
not wait for all that ?

If there should be a run on the
Bank of Ceylon in respect of these
deposits, for the purpose of ensuring
its own liquidity you might force
banks of that kind to take certain
protective measures. For instance,
there are a number of free services
these banks perform in respect of
the Government. There is credit
given to Government without interest
by these banks because they are
State-owned banks. Therefore there
is credit without interest given to
Government. There is a large volume
of transactions handled on behalf of
the Government of Ceylon by these
banks for which no charges are made.
Supposing they call back that degree
of accommodation which they have
given to you, you will be able to
control them and say, “ No ", because
the State owns them. But to that
extent you are crippling them. If
you say on the other hand “ We will
allow the bank to operate as a normal
bank and to call back the facilities
they have given us, we will pay them
for all these services which they
have given us free”, to that extent
the Government will lose. The Gov-
ernment will lose an advantage, and
who gains ? The foreign exchange
banks.

You will force these State-owned,
banks to do other things. There are
certain free services given by the
Bank of Ceylon to depositors, to the
public who deal with that bank.
Those services will cost more. To
that extent, banking with the Bank
of Ceylon will become less attractive.
You may force them to sell their
Government bonds and, if there is a
glut of Government bonds in the
market, what would happen ? They

may have to be sold belmﬂg(i) 'iggd by Noolahal{
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As for borrowing from the Central
Bank upon that security, everybody
knows on what terms that would be.
There is no need for me to develop
that point. We know that the Central
Bank in that kind of transaction can
be more usurious than any of those
castigated usurers referred to in the

Bible..

What steps can the Hon. Minister
take to safeguard the pattern of the
assets of the People’s Bank and the
Bank of Ceylon when they begin to
stagger under this blow that is being
struck ? They will have to change
their pattern of assets completely. If
there should be a flight of deposits,
be they fixed deposits or current de-
posits, to the extent to which there
is a flight of deposits they would have
to change the pattern of their assets.
And to that extent, if they should
call back the loans that have already
been given, who suffers ? The Ceylo-
nese who have borrowed from them
for investment will suffer. You will
be crippling the entrepreneurs who
have been relying on these banks.
That is what you will do.

So, what measures can the Hon.
Minister contemplate or what does he
contemplate—he has never told us—
to prevent that kind of situation from
developing ? All that he said was that
he was going to be very cautious—
one at a time. This one at a time
business is only a variation of “Erie
or Little by Little. ”.

The Hon. Minister, if he look:
round the world, will find that there
have been other developing countries
that needed finance and that in every
one of these they have principally
been depending on or have tried to
depend on indigenous banks and not
on foreign banks. Where they have
tried to put up a successful fight for
development, they have relied, and
they have tended to rely more and
more, on indigenous banks. In our
country, other than this Browns
Group which has been connected
with the Hatton Bank, our capita-
"Hd9¥e not been rich enough tq
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start banking as an operation of their
own, and that is why they would like
to go as junior partners with any of
these foreign banks.

cs&éa. 253 BIBNC D
(Gaerrar cueTal Briiss )
(The Hon. Wanninayake)
Senior partners.

ABND cewRen .
(8. Qui@ Qarievr)
(Mr. Bernard Soysa)

Yes. I know the senior partnership.
The Hon. Minister fondly imagines
that we are likely to be taken in by
this kind of nonsense; that the
Colombo office of the Eastern Bank
will be devoted entirely to Ceylonese
deposits and therefore, on account of
the merger with the Hatton Bank,
this will be a subsidiary in which not
the Eastern Bank but others will have
a larger share. That is what the Hon.
Minister said.

Does the Hon. Minister fondly
believe that where a creditor-debtor
relationship exists, the debtor is in a
position to talk turkey to the
creditor ? Where there is a creditor-
debtor relationship is it not the
creditor who dictates terms whatever
the shareholding may be ?

We know of a match company in
this country in which Ceylonese own
a larger number of the shares and
foreigners own only a minority of the
shares; but because the business
secrets are held by the agent of the
foreign combine and he is a necessary
employee here, the foreign owners,
who are minority shareholders, still
cany dictate policy, for they control
the business secrets. Although the
larger shareholding is Ceylonese,
they have no voice, no effective voice,
in determining policy. The Hon.
Minister knows that. He is not so
naive.

These are some of the very harm-
ful consequences I envisage.
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The Hon. Minister talked about the
possibilities of a merger. I dread the
day when this merger takes place. I
dread the day when Ceylonese
businessmen become junior partners
in one of these banks.

At the best a few small coteries
of Ceylonese capitalists will be
enabled to help themselves to larger
profits. Far from helping the credit
position of this country, the Hon.
Minister’s contemplated measure will
have the most deleterious effect. I
say that the position is a very
simple one that can be understood.
If you spread the moneys that are
deposited by Ceylonese depositors
over a large number of banks,
instead of increasing the potentiali-
ties for the grant of credit you only
reduce them. You will create a situa-
tion in which the Ceylonese banks
will be crippled as a result of the
extra competition, while the foreign
exchange banks, with their foreign
connections, will be able to dominate
the scene. That, in fact, is the posi-
tion, despite all the good intentions
of the Monetary Board and the Hon.
Minister of Finance.

I say that this is a retrogressive
step. It is a step which will not help
the development of this country in
any way. On the contrary, it is cal-
culated to open the door to giving
the foreigners a stranglehold on the
economy of this country. I say that
this is a step which should not be
permitted at all, and for that reason
I call upon the House through you
Sir, to oppose this Bill tooth and nail.

&. &y, 5.40
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“There seems to be a feeling in the
country that Members of Parliament and
Ministers should be harassed in every
way—that they should not have salaries,
that they should not have cars, that they
should not have concessions, that they
should not do jobs, that they should not
get loans from banks. Why should they

not ? ”—[OrrIcia.  ReporT, 22nd July,
1968 ; Vol. 79, c. 1289.]
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Gnde DY, 20, cuecdsb
(s 518 erer. erib. @.‘_.f'-?ﬂ‘ﬂ'a.")
(Dr. N. M. Perera)

Mr. Deputy Speaker, we had a dis-
cussion on this Bill for nearly three
our hours, or may be a little less.
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and most of the time there was only
one person present on the Govern-
ment Benches. The poor Hon.
Minister of Finance was the sole
occupant of the Government Benches
all this time. It indicates the kind
of interest Government Members
take in a Bill which has such far
reaching consequences. It is a pity
that the Government does not seem

to be quite aware of the full impli-
cations of this Bill.

o0& WVE cTmznem (gD,
GoéNeD wm Bedw WOwm 8&ac
HOB, DT wlmewm wm @SS WO
S€A¢ @B ey WA w9y
3¢€ @08)

(Qaerrey 1 of

IYONDEF LD LT FSTLIL,

Cr@yprwss—9r s
Gevenl GHauasTs
YDWEFWHD G gyeninliy, Grirapert i
Hleuars gerwEFFmD, FEUN, GoilLITLIL
Y DUDLE &F (LD )

(The Hon, Dudley Senanayake—Prime
Minister, Minister of Defence & External
Affairs, Minister of Planning & Economic
Affairs and Minister of Information and
Broadcasting)

How many hon. Members are there
on the Opposition Benches ?

& Y. DO, sl

(seor fl& erer. erib. QuGrmir)

(Dr. N. M. Perera)

We are the people who are criti-
cizing the Bill. Your hon. Members
are there to support it. One hon.
Member present here on this side is
enough but you are the people who
are expected to be present and give
sustenance to the Bill.

o VAE o 5NN
(Qaerras 1 ofl Ga@ypriidgs)
(The Hon. Dudley Senanayake)

The Hon. Minister in charge of the
Bill was here.

a8 Y. DO, cuedd

(ser g erewr. erib. GhiCrmm)

(Dr, N. M. Perera)

I wish the Hon. Minister in charge

of it had really worked out the impli-
cations of this Bill. The tendency

Bewllm @578 ed dEw®
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day is for Hon. Ministers to present
Bills without giving a sufficient eox-
planation of what they are doing.

In presenting this particular Bill
the Hon. Minister of Finance should
have said honestly and straight-
forwardly, “ We are reversing what
you did in 1961.” Instead of saying
that they are trying to camouflage it
by saying :

“The legal effect of this Bill will be to
enable approved banks to open accounts
in the name of a person, a body corporate,
firm or other body of persons referred to
in section 22 (1) of Finance Act, No. 65
of 1961. Approved banks will be the banks
which shall be declared to be approved

banks by the Minister by Order published
in the Gazette ...... 2

All this rigmarole is unnecessary.
They could have frankly and honest-
ly said that they are now reversing
the position taken up by the previous
Government in 1961. They are
hedging and that makes the position
a little worse. It gives the impression
that they are now trying to discri-
minate as between foreign banks.
Almost certainly what is likely to
happen is that preferential treatment
will be given—on the statement made
by the Hon. Minister of Finance—to
the British banks. The Indian and
Pakistani banks—the Indian Overseas
Bank, Habeeb Bank—will be treated
as second-grade foreign banks.

Let us try and understand what has
happened in Ceylon. I do not know
how many hon. Members have read
this book by one Mr. Shenoy, one
of the advisers this Government
likes to——

aé VRE oo mzne
(Qsorres L ofl Corepridga)
(The Hon. Dudley Senanayake)
He has never advised me.

opnde O5Y. DO, cuedd

(sorpB erer. erb. QuGrrmr)

(Dr. N. M. Perera)

His ideas have been propounded
here by the Hon. Minister of State.
Mr. Shenoy was brought down by the

moelahaEﬁpgldgﬂems’ Federation of Ceylon.
an.org
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OG VAE o 31BN
(Qserreas L ofl Co@siruds)
(The Hon. Dudley Senanayake)
That is not the Government !

@dw Oy, DO, cuedsb

(aorfl& erer. erib. QuCrrr)

(Dr. N. M. Perera)

No, but your supporters are there
in the Employers’ Federation. They
got him down as a specialist. This
gentleman was my classmate; so I
know a little of him. Mr. Shenoy has
written this book and I think it is
worth some perusal.

For a long time we had no
Ceylonese banks at all in Ceylon ; we
had only foreign banks.

oS DDE otd NN
(Qserrey i ofl Ce@ypruss)
(The Hon. Dudley Senanayake)

The hon. Member has come to a
new point.

O 8 o2 ¢ W 7 gowusy OgD
e B9 Bdicw =@ m9®» ¢

oY BO Bdigw 1968 €€ 29 2» weg
SO O 1ed.

UBumg, . u. 7 alur8a Car senuulesr
BLalg.densact @i B osSUule, dars 889
assiGubms. 1968 &% 29, Dms @pew
sflaiTgih Ben  SyTbLILOT G LD.

It being 7 p.m., Business was inter-
Tupted, and the Debate stood adjourned.

Debate to be resumed on Monday, 29th
July 1968.
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Motion made, and Question proposed.
“That the House do now a
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(8- erow. 1. L@TLTTBILES—ELbLIGD)

(Mr. S. D. Bandaranayake—Gampaha)
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(-1 FUTpTEST 96T ser)
(Mr. Deputy Speaker)

I think there is a case pending
against Mr. Suntharalingam in res-
pect of this matter.

2. &. DTSN D,
(8. aron. 1o, L@TL TTETIIGES)
(Mr. S. D. Bandaranayake)
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(Mr. S. D. Bandaranayake)
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oS VBE e 25N
(Osorrey 1 ofl Caremprubs)

(The Hon. Dudley Senanayake)

The hon. Member for Gampaha
(Mr. S. D. Bandaranayake) addressed
a series of questions. It would have
been more appropriate if he had
asked the questions during Question
time.

Ded, 8. DT NéBNGD

(8. erew. 1o, LewrLmrSTwEs)

(Mr. S. D. Bandaranayake)

sd e @lc® wWmCow DG gD
BOw »HE Swws @& ¢ on
BT

&. &n. 7.05

oéy RDE ot NBZNGD

(Qzorror 1 ofl Co@mruisas)

(The Hon. Dudley Senanayake)

c® SBwO s @E8ury IS
ad® qBc® ¢ ed g »He B0
gan O D& & PRwxyesy.

The first question he asked was
this. Why has the Government failed
to honour its pledge to implement the
provisions of the Prevention of Social
Disabilities Act and afford protection
to the so-called depressed castes to
enter the Maviddapuram temple last
week ?

The answer is that the provisirns of
this Act have been implemented by
the police. The Police were present at
the temple as from 1st July 1968, and
all complaints made by members of
the so-called depressed class who
were prevented from entering the
temple were promptly inquired into
and action taken in the courts against
those who obstructed entry.

The second question is : How could
the Superintendent of Police Jaffna,
declare that ‘the provisions cf the Pre-
vention of Social Disabilities Act
were unenforceable desypite official
governmental declarations to the
contrary and despite the fact ‘that
the Supreme Court had upheld con-
victions secured under this Act ?

The answer to that question is that
the Superintendent of Police, Jaffna,
had not said this. I do not know

er the hon. Member has had a

Digitized by Noolahawg%%}(}atlon.
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private communication from the
Superintendent of Police. As far as
I am aware, the Superintendent of
Police has made no such statement.
In fact, a number of cases have been
filed under this Act.

The third question is whether even
now the Government intends to
bring legislation to amend the Pre-
vention of Social Disabilities Act so
as to close up any loopholes that
might exist in that Aect and thus
guarantee the right of all Hindus,
irrespective of caste, to enter Hindu
temples ?

The answer is that if there are any
loopholes, certainly the matter will
be looked into and amendments will
be made.

The fourth question is whether I
countermanded a suggestion by the
Government Agent of Jaffna to place
Mr. C. Suntharalingam under house
arrest.

The answer is that I did not coun-
termand any order or suggestion.
But I did ask the police to act cau-
tiously in a matter like that. In fact,
Mr. Suntharalingam has sent me an
appeal to proscribe the party of the
hon. Member for Gampaha. I am not
going to act rashly. I am not going
to act like a fool. So that, I asked
the police to act cautiously. I asked
them to intervene if it was necessary
but not to try and make a martyr of
a man unnecessarily.

The next question is, why was Mr.
C. Suntharalingam, the organizer
and leader of a band of so-called
volunteers who were armed with
lethal weapons and with the obvious
purpose of creating a breach of the
peace treated so leniently by the
police.

_The answer is that Mr. Sunthara-
lingam was not armed. Four persons

who were armed have been arrested
and remanded.

The sixth question is this. Why
hav_e the police not taken action
against the High Priest of the Mavid-
dapuram temple for having collected

inside the temple premijses!hsuehhacestaino, houses
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lethal weapons as revolvers, nitric
acid, clubs et cetera which were re-
covered from the premises by the
police ?

The answer is that no revolvers
were found but one hand bomb, a
few clubs and a few bottles filled
with sand and petrol were recovered.
Persons who were in charge of the
temple at the time have been arres-
ted and remanded.

Question No. 7: What action the
police have taken against the
assailants of Mr. Ganeshan who had
successfully obtained an injunction
from the Jaffna District Judge res-
training Mr. C. Suntharalingam from
entering the Maviddapuram Temple ?

Inquiries are being made into the
complaint of Mr. Ganeshan, by the
police, and efforts are being made to
arrest the suspects.

Question No. 8: Whether the so-
called depressed castes do not have
the right to come to the conclusion
that your Government and its law-
enforcing authorities have acted in
collusion with the so-called high
castes in Jaffna and succeeded in
helping the latter to perpetuate the
abomination of untouchability and
caste oppression ?

Police have acted impartially and
enforced the Social Disabilities Act
and not acted in collusion with the
so-called high castes in Jaffna.

Those are the replies to the eight
questions. I still say that it would
have been better if he had asked
them as Questions for oral answers.

Then the other question is about
Pugoda. The hon. Member speaks of
certain so-called high-caste people in
Pugoda who are U. N. P. people. If
I know Pugoda right, the so-called
high-caste in Pugoda are the hon.
Member’s relations. The hon. Member
himself comes from Pugoda and I do
not know that all his relations are
U. N. P. supporters. What has
happened there is, a complaint has
been made that certain people from
Pugoda and Petiyagama had attacked
belonging to the
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goda and had caused damage and
looted property to the wvalue of
Rs. 15,000. Police have made inquiries
and have arrested 2 out of the 24
persons who were identified. Police

¢me, 1968 &€ 29 2 wee ¢. . 2
2% e ¢ Sede.
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are patrolling the area and no further g sy Qevepu  Brorers s
incidents have been reported. The Bomes 1968 g%y 29 sl Bpenio
inquiry into the incident has still not 8. u. 2 el wor 9sSoas
been completed. So, you will see that S S,

action is being taken.
Adjourned accordingly at

sdme I0um ciyl, www u80m» Ba. 7.10 p.M. until 2 .M. on Mon-
Lo i S i oy day, 29*h July 1968, pursuant
sllgy el@S=LGLD 0 e misCatereriuLL g, to the Resolution of the House
Question put, and agreed to. this Day.
*
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