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A Regulation made under sections 32
and 72 of the Medical Ordinance
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ORrRAL ANSWERS TO QUESTIONS

DS15N G
(FLim prwsn)

(Mr. Speaker)
1 95 g& mes.

Def. o, o. @SwdEd .
(gamun DOum) 8¢ @iEe@xnm
eC o)

(8. eran. Cs. Cs. @flursée—aod
QY DLDFFNGT  LIT T T@FLOGT D sriflwghe )

(Mr. S. K. K. Suriarachchi—Parlia-.

mentary Secretary to the Minister of
Education)
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INDIAN AND PAKISTANI RESIDENTS !:
REGISTRATION AS CITIZENS

3. Oy E o Comd . (HSB
@)
(8@
&)
(Mr. Stanley Molligoda—Niwitigala)
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28w BE&
[EasI8 cEBemd @w.]
eflow)s &L gGear Qr&rrb Qrengs
errsll uBe QelagpQaer, GIeor
o) i a7 119 5 greroreuit safler Gl sTa s GTG
aera? (o) @éslLgher Bp DIVDT
ufey Qe Crri or g st Gui?
(@) @pBur (Gror
o.fevn) &L GDGS Bm5 F10u BT ELPGILD
QpeiT T i FSOEOLLLH LS 5 9V F Brrais

LIT & SB 6w ra;:rsuﬂ wIr

st L_auisdr Qg LS Q& 2euil
;L(é@a;@é;@s&r@mr?

asked the Parliamentary Secretary to
the Minister of Defence and External
Affairs : (a¢) How many persons have
applied to be registered as citizens
under the Indian and Pakistani (Citi-
zenship) Act, up to date? (b) How
many have been registered under this
Act ? (c) Does he contemplate regis-
tering any more from the category of
those who have been disqualified or
rejected, or by amending the Indian
and Pakistani (Citizenship) Act?

0 Of. p8. Duw D NONGED
(28289, S [DE DG
B88dc OB w» SHEméy 8w M
Sedw DOum BEA¢ s 0Bewy
2:8Cc®s7 ) oC™E)

(Qzerrau  orLl. QT L6 LIGRT LT
BTG S—eHouFTL, — 2-enraf, s pOmp e
D& F(HLD urgariy, Qoefldlausrs

g@mémﬂaﬁr urrr@me&ﬂmés sriflw gif&yL)

(The Hon. F. R. Dias Bandaranaike—
Minister of Agriculture, Food and Fisher-
ies and Parliamentary Secretary to the
Minister of Defence and External Affairs)

(a) 237,034 applications were re-
ceived, covering approximately
825,000 persons ; (b) 134,187 persons
have been registered as citizens of
Ceylon under this Act up to 21.7.1964.
A few more remain to be registered
on applications which have not been
finally disposed of. (c¢) No.

any. 90, 8. &HEdY» O (DEOD)

(Bm. Cs. orib. Q.
e )

(Mr. K. M. P. Rajaratna—Welimada)

@é 2088e®s ) e DR 2Oy,
@5y 8o wen e oy BB CHhD
sOest D O eceni Gisted

TTeT g}'m—@ma@

Bewelds @535 @eFDCes
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2dm BE&
A8 8558w D, EComm e thd
N0 oD D BOw»E

D@y €@ 2ened8 Buw BeADHD
T ecemy CEwmzdd DS
88w D F FeFs ecrned
23005 D ce®eRed gl s O
29D e® 0 gurym MmERA.

ad Ofd. @3, dad g MérNeD

(QzorTas GTLI. Qi LGV LIGHTL_ITT [5T1LI&S)

(The Hon. F. R. Dias Bandaranaike)

I do not know the facts and figures
to give specific details but I can
assure hon. Members that when I say
«“ fow ” I do really mean few.

D050 w®éeomnd . (ACE
8o C)

(8. eriwen FiorSQ&TIg—Ler S PE
awer )

(Mr. Edmund Samarakkody—Bulath-
sinhala)

How many so-called “stateless”
people are there in this country now ?

ad, fes. @8, At DG NS BNGD
(Qaorreu GTL. Qyi+ LIIGY LIGRT LT T 5T 15 )
(The Hon. F. R. Dias Bandaranaike)

That is not really relevant to this
Question and I do not have the
facts with me now. I shall certainly
supply the facts to the hon. Member
for Bulathsinhala.

29. ROBRHOBLD dw. (BT ERD)

(8. erib. Pou@ gibLiri—e Q9 1 )

(Mr. M. Sivasithamparam—Uduppiddi)

In part (c) of the Answer the Hon.
Minister said that he does not propose
to register any more citizens. Does
this apply to foreigners who are
married to Ceylonese ?

ab Ofed. @8, el AE NSHHED
(Ozerrey GTLI. DY LWLIGY LIGHTL_ T FTI&E)
(The Hon. F. R. Dias Bandaranaike)
The question of foreigners married
to Ceylonese is not covered by the
Indian and Pakistani Residents (Citi-
zenship) Act, but by the Ceylon Citi-
zenship Act of 1948. What I stated in
answering part (c¢) was that I do not
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propose to register any more persons

under the Indian and Pakistani
(Citizenship) Act.
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 REGISTRATION OF COMPANIES AND PATENTS :
PUBLICATION OF NOTIFICATIONS IN SINHALA

4. 8. 8. 20, BSetd oy . (gmden
B60I®» YY)

(8. . of. eorég QNCsar—od@paar
Qpﬁﬁ\)ﬂb OB & Faui)

(Mr. D. G. H. Sirisena—First Akurana)
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2T c? (9) edge B@vd® e edge
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e BoweCsy g HESD O® den®
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wrer uBeyser upplu Pl s s oy
FrEIs el &sirallle Yya@esEe wrgs
G Qaeflld_LiL@@earp QserLems e
oy farsr? (2) @@y IYrerms o fdls
sOFeT QYTFTHg AiGswreliie Smsers
S Qaveflui_iL@mauie @eia el S5ty e
SusorsHe Qaolliiirgemwésrar smrar
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YPuenar sFUBSLTST UGS Ger LD
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SmsorgFev  Qaeliribeaspem e

Ui & FLomeiiuioy

Qs S Jl_Guly &en et o 2

asked the Minister of Internal and
External Trade and Supply: (a) Is
he aware that notifications regarding
the registration of companies and
patents are published onlydn-English

1964 & 30

1570
28w B
in the Government Gazette? (b)
What is the reason for not publishing
them in Sinhala when other Govern-
ment notices are published in Sinhala
in the Government Gazette ? (¢) Will
he take early action to publish noti-
fications regarding registration of
companies and patents in Sinhala, in
the Government Gazette ?

E. 8. oY »esY . (FonsIMS
% NBS DO n wWBBO DOGEW
S8&ac w&Eelrsy o' WO)

(8. F. 9. QpererCarer—eerpri @,
Qaefl ri @ dwrurr, dpCurs gyewss
Aar Lrrrenwerps arflughe)

(Mr. T. B. Tennekoon—Parliamentary

Secretary to the Minister of Internal and
External Trade and Supply)
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(8o EfCsar)

(Mr. Sirisena)
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(Mr. T. B. Tennekoon)
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TANGALLA FISHERIES HARBOUR

5. el dene w@dety S O (g
@)
(Dm Crarure Finr Qe & r— L8 e )

(Mr. Senapala Samarasekara—Akmee-
mana)
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aorey? () ey oy shss UL
PRGAp (1) sl pBpsrer @rp
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sor opEwie Qb Qeova it Osrens
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[L_Gulg &G & 6T

asked the Minister of Agriculture,
Food and Fisheries: (a) How much
money was approved for the Tangalle
Fisheries Harbour for the financial
year 1963-64 ? (b) How much of such
approved funds has been spent: (i)

at the site; (ii) on machinery and

such other equipment ? (c) Who was
entrusted with work on the project ;
has there been any change and, if so,
why ? (d) Has any of the machinery
ordered for this project been diverted
elsewhere ; and if so, why ? (e) Will
he see that early steps are taken to
proceed with this project and ensure
its completion in the near future ?

8. 28, éFaFem Ow. (29828,
@momé o G286 @Owm EEAG &6
e85 @)

(8. b
o T @, &L pEm e Y@ Lpg Filer L ITEh

eraw. TS s—edlasT,
LDST D& sl she)

(Mr. C. S. Ratwatte—Parliamentary
Secretary to the Minister of Agriculture,
Food and Fisheries)
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(Mr. D. B. R. Gunawardena—Kottawa)
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(Mr. Ratwatte)
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MR. K. M. SENARATNE, NAPANA,
GUNNEPANA

6. 885C B2 w1 (cneCET®)

(B 8fe wiy—Csraarer)

(Mr. Cyril Mathew—XKolonna)
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ws serler @oas uiCas wombHE
Frlndis o5 S s@UILIeT L g6 E @ U
srigs Qurasaemrs COsflafe He oupm
@D

FTLL, @HETQTLITET, BT Carps

Beormzer @ bGLpparQeuer s

B Cs. orib. Coarrger erarieurrey 1964,
mareufl rgsemsu 2232 oy Qass LS
O/& SUTE) EPLD ape pif Bser G
Ler Qaerueng Qai yParrr? (2) e
fl_wib, Fog seersspEHL Ul L e wm
soflsy aarpaalagr oertoprrl Fé Cooar
%%ﬂé@@@@g&r stvaur By Cs. erib. Ceer
rgareys@s Osiel S gererrCrerLien sub
e yBleurar? (B)) @evell wib FibLsS
wrds Syeur HlErrdmr pL_gmerTr?
asked the Parliamentary Secretary to
the Minister of Local Government and
Home Affairs: (a) Is he aware that
representations have besn made by
K. M. Senaratne of Napana, Gunne-
pana, by registered letter No. 2232 of
January, 1964 alleging that certain
irregularities had been mads in the
selection of a candidate for the post of
orderly for the Free Ayurvedic Dis-
pensary, Patha Dumbara Udagam-
paha V. C. ? (b) Is he also aware that
the Chairman, L. G. S. C. has inform-
ed K. M. Senaratne that it is a subject
that does not come within his pur-
view ? (c¢) Will he inquire into this
matter.

385 2RI T, (BEHy HCH
o o6 @ WO 8EAC niGeCsID
e D)

(w5 dldlusr  @ermer sar—o ereen
rrl &, eoerpri® dlesrr  yews Fifler
LT T T (@5 LOGT D& sriflwshe )

(Mrs. Vivienne Gunawardene—Parlia-

mentary Secretary to the Minister of
Local Government and Home Affairs)
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asked the Minister of Internal and
External Trade and Supply: (a)
Why does not the Controller of Insur-
ance grant redress to Mrs. Y. G. Siri-
yawathie of 195/29, Saranankara
Road, Galle, whose policy No. 388,
with the Goodwill Insurance Com-
pany, matured in 1962 2 (b) Will he
see that the amount of the policy is
paid to Mrs. Siriyawathie without
further delay ?
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KARAWITA HIGHLAND COLONIZATION
SCHEME : CONSTRUCTION OF ROAD BY LAND
DEVELOPMENT DEPARTMENT
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asked the Minister of Land, Irriga-
tion and Power: (a) How much
money has been approved for the
road constructed by the Land Deve-
lopment Department in the Karawita
Highland Colonization Scheme ? (b)
What is the nature of work to be
done for which an estimate has been
approved. (c) What progress has
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been made so far in the construction
work ? (d) When will construction
work on a bridge along this road com-
mence ? (e) Will he give an assur-
ance that the work would be com-

pleted at the end of this financial
year ?
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(The Hon. M. P. de Zoysa Siriwar-
dena—Minister of Labour and Housing—

on behalf of the Minister of Land, Irri-
gation and Power)
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INSTITUTE OF CHARTERED ACCOUNTANTS
(AMENDMENT) BILL

“to amend the Institute of Chartered
Accountants Act, No. 23 of 19597
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“That the proceedings on item 1 of
Public Business appearing on the Paper
be exempted at this day’s sitting from
the provisions of Standing Order No. 8.”
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“That Thursday, 6th August; Friday,
Monday, 10th August;
Tuesday, 11th August; and Wednesday,
12th August, 1964 ; be Allotted Days for

the consideration of the Appropriation
Bill, 1964-65. ”"—
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“That this House at its rising this day

do adjourn until 10 Am. on Thursday,
6th August, 1964.7—
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May I, Mr. Speaker, with your
permission, turn to English now. In
moving the Second Reading of the
Appropriation Bill you will forgive
me and, I am sure, the hon. House
will forgive me, if I commence on
a personal note. Twenty-eight years
is a fairlv big slice in the life of an
individual. From 1936 to 1964,
except for the period of my incar-
ceration, I had the privilege“of

1964 8 30

1590
—eedm D6 Bwdd

listening from the Opposition bench-
es to most of the Budget speeches
delivered in the House and of being
their stern and unrelenting -critic.
Today, I am in the unenviable
position of being at the receiving
end of this criticism.

No doubt I will be taunted by
copious extracts from my past
speeches. This would be legitimate.
I would expect my own arguments
to be flung across at me to disprove
the propositions I now advance.
That would be a part of the game
of politics.

I am not very much concerned
about the slings and arrows of mere
debate. I am concerned with some-
thing deeper. I am only too
conscious that I have undertaken a
very difficult task at the tail end of
this Parliament. And that too in
circumstances which left me little
time for the care and preparation
that a Budget demands.

I have endeavoured to present as
full a picture as possible of the
financial and economic situation of
the country. No attempt has been
made to conceal the difficulties we
have to face. It is my fervent
appeal to all hon. Members and
through them to all the people in
the country to give me their fullest"
assistance and co-operation in placing
the country in a sound, healthy
position which would ensure its
steady progress towards a socialist
society, the cherished goal of the
toiling masses, if not of all political
parties.

Had this been the first year of a
new Parliament instead of the last,
I would have presented a Budget for
five years with c'ear, long-férm
perspectives. The money provision
would be provided from year to year
in the light of the vbiectives set out
and in the knowledge of the
performance from vear to ye=r. T do
not know what fate has in store for
me. If T am not here next year. I
would certainly commend it to my
successor.
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It is a matter for serious consider-
ation whether a developing country

such as Ceylon should not adopt the
policy of a long-term Budget with-

out vitiating the principles of annual ~

Parliamentary control. We would
then be working to a conscious plan
using our resources to the Dbest
advantage. The people would be
aware of the direction which the
country is taking and they could be
enthused to participate in the process
of building, because they would be
conscious of the goal which they are
helping to achieve. A hand to
mouth existence from year to year
leaves so much frustration behind.
It is easier to bear up present hard-
ships for known aspirations of the
future.

I have, in this Budget, tried to gear
it to a plan. With the time at my
disposal it is bound to be incom-
plete. Moreover, the main expendi-
ture by the departments had already
been determined by the time I took
office. The provisional Estimates
had already been printed and I could
not very well create a chaotic
situation by throwing all these Esti-
mates into the melting pot. That is
why I urged the hon. Member for
Galle (Dr. W. Dahanayake) to hold
himself in patience. Consequently,
instead of working the Budget into
the plan, I have had to reverse the
process and fit the plan. into the
Budget.

It is to be regretted that I could not
use to the fullest extent the wvast
accumulated experience of the trade
unions in formulating and finalizing
the expenditure proposals. The
workers could not, owing to the
shortness of time, be made aware of
the plan. Nor could I consult them

directly in determining the most
economic way of running the
departments. Notwithstanding this

handicap many unions were most
helpful and reasonable economies
were made. I am grateful to all of
them for many valuable suggestions.
Even after the Estimates have been
passed, I propose to effect further
economies in the lighticof o the
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suggestions these unions make. The
efficient running of departments is a
continuous process and the unions
must be brought into active partici-
pation to achieve this efficiency.

I shall have occasion to refer to the
plan later on. For the moment, let me
indicate to the House the general
state of the economy of the country.

THE STATE OF THE EcoNomy

It is wrong for us to pretend that
this country is not going through a
difficult period. Basically, however,
the economy is sound. Our national
resources still remain intact to a
considerable extent. Our three major
agricultural industries maintain a
good level of productivity. With a
fairly high level of education, our
human resources still await full
utilization. Generally speaking, our
infra-structure is of an order that
bespeaks a much higher level of
production. :

Partly due to circumstances beyond
our control both national and inter-
national, and partly due to the faulty
deployment of our own resources and
also due to the failure to utilize some
of our resources at all, we are faced
with difficulties that can become
dangerous if no timely action is
taken. There are no easy roads to
prosperity. Some expect miracles
from particular Finance Ministers. It
is a trite saying that the age of
miracles is past. In the field of
political economy, certainly there are
no miracles to be performed. The
only miracle I know of is hard,
consistent work. That, in essence, is
the Socialist miracle. If this country
is to be restored to health and vigour,
all of us in every walk of life, in
every sector of our economy, must
work, must work with devotion, with
the conscious desire to build both for

ourselves and the generations to
come,

Internationally we are at the
mercy of the World Market—both in
respect of our exports as well as our
imports. Many of the ills that we are
confronted with today arise from the
fact that we are getting much less for
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our exports than we had hitherto got.
There has been a steady deteriora-
tion of world prices in the three
major products that we export. At
the same time, our essential imports

have shown a tendency to rise in
price.

Internationally also we are often
at the mercy of unscrupulous middle-
men who deliberately depress prices
to suit their own purposes. This
seems to be most glaring in the tea
trade. When one considers the big
gap that exists between the price
paid by the consumer in England and
the Continent, on each pound of tea,
and the price realized by the producer
on the same pound of tea, one cannot
help wondering as to who has appro-
priated the difference. I will have
occasion to make proposals in this
regard later on.

I would also like to take this occa-
sion to appeal to those countries with
whom we have a large adverse
balance of trade, particularly India,
Burma and Japan, to adopt a more
generous attitude towards imports of
commodities from Ceylon. Their pur-
chases from Ceylon form such a small
proportion of their total imports that
a deliberate policy on their part to
buy more from us would have little
implication for their economies but
would confer a generous benefit on
us. India, in particular, will, I hope,
agree to lift her ban on the import of
arecanut to that country. Our are-
canut producers in Ceylon are so
badly hit that the trade has virtually
ceased to exist. The price of a cwt.
of arecanut does not even fetch
seven to eight rupees in the country-
side, while this same arecanut is
beino so'd at Rs. 200 a cwt. in Madras
and Bombay.

During the last year, even the ele-
ments had turned against us. Both
rubber and coconut underwent a
serious drop in the quantity produced,
mainly due to adverse weather con-
ditions. Similar unfavourable weather
conditions abroad shot un the nrices
of some of our essential food imports
from abroad. Rice, flows)isudarcand
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fertilizer, all showed a marked in-
crease in price, and, therefore, upset,
the foreign exchange budget which
had been so carefully planned. :

In addition, shipping companies
thought it fit to impose an additional
burden on this struggling country by
the unconscionable freight surcharge
that they imposed. Ceylon is not
peculiar in respect of labour troubles
in the port. Australia, the United
States and England have had consis-
tent labour troubles in their ports,
but I see no efforts on the part of
shipping companies to penalize them.
One cannot help feeling that our
hapless position is being exploited
by people from whom we were
entitled to expect more considerate
treatment. I am not attempting to
minimize the unfortunate situation
that arose in the Colombo Harbour a
few months back. Admittedly, in
our own interests it is necessary to
achieve a quicker turn round of ships
in the harbour. It is therefore with
pleasure that I report the consider-
able improvement that has been
shown in the Colombo Harbour since
the formation of the Coalition
Government. For this, we are be-
holden to all the trade unions who
have displayed a true appreciation of
their responsibility and have whole-
heartedly co-operated in quickening
the pace of work in the harbour. This
progress has been so satisfactory
that by the end of the month there
should be little or no backlog in the
port. We are grateful, however, for
small mercies. We appreciate the
reduction of 10 per cent already made
by the shipping companies in the
freight surcharge that had been
previously imposed. Let us hope
that later on this surcharge will be
completely removed. When the sur-
charge reductions take effect, I ex-
pect the importers to pass on the
benefit to the consumers. If the
Government finds that importers
divert those reductions to their own
coffers, I will not hesitate to step in

and penalize all such selfish
importers.

As a result of these adverse condi-
tions lealing to sharp reductions in
the'sgiantum of imports, there has
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been a shortage of many goods, and
prices of all articles have visibly
risen. Unscrupulous traders have not
hesitated to profit by this situation.
Hoarding of scarce goods has enabled
them to reap unconscionable profits
at the expense of the consumer. The
threat of resolute action, as part of
the programme of the Coalition Gov-
ernment, has forced a large number
of these hoarders and blackmarke-
teers to bring into the open many
articles which had been hidden and
. hitherto sold under the counter.
| Government intends to introduce
| legislation for dealing sternly with
these anti-social elements.

In spite of the acute foreign ex-
change difficulties and the high prices
of imports waich continue to operate
to this day, the Government has con-
tinued to provide the basic foodstuffs,
namely, rice, flour and sugar in the
same quantities and at the same
prices as before. Flour is even cheap-
er today as a result of the lowering
of price by five cents provided for in
the current year’s Budget. Sugar con-
tinues to be sold at the same price as
before, even though the profit mar-

gin of sugar was virtually wiped out:

as a result of the inordinate increase
of world market prices. Subsidiary
foodstuffs like onions, chillies and
milk foods continue to be imported
under Open General Licence, and
therefore allowed to flow in freely.
In order to meet the shortage, and
consequent  blackmarketeering of
textiles, the import allocation for
textiles was considerably increased
and a scheme of rationing textiles
through the C. W. E. and Co-opera-
introduced. In certain

tives was

areas even this was abused and the
coupon textiles went into the
blackmarket.

Notwithstanding all these difficul-
ties, the progressive policies of the
Budget of 1963-64 have been
implemented. General Insurance has
been taken over. Ceylonization of
pawnbroking and money-lending, the
tax on transfer of property to foreig-
ners. the new turnover tax and
foreign exchange tax as well as the
relief provided by way of income iax
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concessions, debt redemption, reduc-
tion of the price of flour and
kerosene oil have been
implemented.

Such, in broad outline, is the state
of our economy. I propose now to
take a more detailed look at the vari-
ous aspects of our economy during
1963 and the first half of 1964.

Production

1963 has been a somewhat dis-
appointing year from the point of
view of production. According to the
provisional figures preparej by the
Central Bank, Ceylon’s Gross
National Product in money terms
increased by 4.8 per cent in 1963 as
compared with 4.5 per cent in 1962.
When we take into consideration the
increase in prices during this period,
the increase of the Gross National
Product in real terms was only 1.8
per cent in 1963 compared with an
increase of 3.7 per cent in 1962. This
looks still more alarming when we
take into account the increase of
population of nearly 2.6 per cent
during this period. Thus the per
capita real product in 1963 declined
by 0.8 per cent as against a rise of
1.0 per cent in 1962. This poor per-
formance in 1963 was to a great ex-
tent due to adverse weather condi-
tions which affected most of our agri-
cultural products. The crop worst hit
was coconut. In spite of the increased
use of fertilizers, estimated produc-
tion showed a decline of 10 per cent
in 1963 as compared with an increase
of 8 per cent in 1962. In the case of
rubber, production increased by
about 2 million pounds or 1 per cent
as against an increase of 14 million
pounds or 6% per cent in 1962. This
eventuality was brought about by the
excessive rainfall in rubber growing
areas in many months of the year.
Nevertheless, the average vield of
rubber per acre has increased from
434 pounis in 1962 to 440 pounds in
1963. Paddy production which in-
creased by nearly 5 million bushels
or 11 per cent in 1962 increased by
onlv 1 million bushels or 2 per cent.
in 1963.

Of the main crops, onlv tea has
shown an improvement in nroduction
during the last vear. In 1963. tea pro-
duection is estimated to have been 485
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million pounds—an increase of 18
million pounds or 4 per cent over the
previous year. In 1962 the increase
was only 2.6 per cent. This increase
is partly due to the increased use of
fertilizer which has resulted in a
higher yield, namely 792 pounds in
1963 as against 790 pounds in 1962.

It is significant to note, however,
that in the spheres of industry and
fisheries, there has been a marked in-
crease in production. Industrial pro-
duction increased by 19 per cent in
terms of value and fish production by
* 24 per cent.

Statistics of national income com-
piled by the Central Bank indicate
that capital formation in 1963 declin-
ed by nearly 4 per cent. This decline,
however, is the result of the slowing
down of investment in building and
transport, caused by the restrictions
on the import of building materials
and transport equipment. Invest-
ment in building and construction
declined by 24 per cent and in
transport by 32 per cent. On the
other hand, investment in plant and
machinery increased by 36 per cent
in 1963 as against a decline of 0.2 per
cent in 1962, indicating a substantial
productive investment in industry.
Investment in the Government
sector, excluding public corporations,
increased by 6 per cent in 1963.

According to preliminary esti-
mates, production in 1964 is likely
to show a recovery from the adverse
effects of 1963 Paddy production
which increased by only one million
bushe's in 1963 is likely to increase
by about 3 million bushels this year.
Tea production in 1964 is expected
to be about 495 million pounds as
comnared with 485 million pounds
in 1963. Rubber production is likely
to increase by about 12 million
pounds to 243 million pounds in
1964 as against an increase of only 2
million pounds in 1963. Coconut pro-
duction is also expected to increase
by about 400 million nuts between
1963 and 1964. The level of indus-~
trial production in 1964 may be
somewhat lower than in 1963 in res-
pect of certain consumer com-
modities, but it is likely to be higher
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in the case of those industries pro-
ducing textiles and essential goods.
On the basis of these figures, there-
fore, it can be assumed that the rate
of growth in 1964 will be higher
than in 1963.

Foreign Trade and Finance

It is customary to analyse the
country’s foreign trade in terms of
Customs data which record the
physical movement of exports and
imports. However, in order to
obviate certain defects in the statis-
tics that have arisen, I have utiized
the figures of the Exchange Control
Department. According to exchange
control data which are compiled on
the basis of receipts and payments
of foreign currency, export earnings
in 1963 amounted to Rs. 1,725 mil-
lions. This is Rs. 38 millions less
than the corresponding figure for
1962. The total import payments
amounted to Rs. 1,854 millions. This
is Rs. 52 millions less than the
corresponding figure for 1962.

As these figures indicate, there
was a deficit in the balance of trade
of Rs. 129 million in 1963, which is
somewhat less than the deficit of
Rs. 143 million in 1962. With regard
to invisible items such as freight,
insurance, tourism, interest pay-
ments, bunkering, etc., there was a
deficit of Rs. 17 million as against a
deficit of Rs. 1 million in 1962. Thus,
the total deficit in respect of cur-
rent receipts and payments amount-
ed to Rs. 146 million as against a
deficit of Rs. 144 million in 1962.

The deficit of Rs. 146 million in the
current account was financed largely
by loans under Foreign Loan Agree-
ments which amounted to Rs. 79
million in 1963. Short-term credit ex-
tended under bilateral Trade and
Payments Agreements increased by
Rs. 31 million and external assets
declined by Rs. 42 million. Errors
and omissions account for the
difference of Rs. 6 million.

The Current Account deficit for
the first quarter of 1964 amounted to
Rs. 102 million. This is in contrast
tothe' first quarter of 1963 when
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there was a surplus of Rs. 2.5 million
in tne Current Account. This deficit
was pait.y due to the lower export
earnings as a result of the slower
movement of exports in the port and
higner payments on account of in-
creased prices for food imports. In
addition there was an ouiflow of
Rs. 25 mil.ion of private short-term
capital. This gap was met by an in-
crease in the long-term and short-
term loans by Rs. 48 million and a
drawing down of external assets by
Rs. 82 million. In the second quarter
of 1964 the situation showed only a
small deficit of Rs. 6 million re-
fleciing mainly the higher export
earnings—the result of increased
efficiency in the port.

The country’s external assets net
of sterling loan sinking funds which
amounted to Rs. 407 million at the
besinning of 1963 declined to Rs. 359
millions at the end of the year;
thereafter, it declined further to
Rs. 290 millions at the end of June,
1964.

Exports

The decline in export earnings in
1963 was caused by a fall in the
total volume of exports. The volume
of exports had been increasing
every year since 1959 on account of
increased production, but in 1963 the
volume of exports fell by 3.5 per
cent.

The decline in export volume was
principally in respect of coconut,
the production of which, as I have
already mentioned, had declined
substantially in 1963 on account of
adverse weather conditions. In the
case of rubber there was a smaller
decline in export volume, while the
volume of tea exported was slightly
higher than in the previous year.
According to production figures, the
exports, both tea and rubber, parti-
cu'arly tea, should have been
markedly higher than in the pre-
vious year, but the unsettled con-
ditions which prevailed in the Port
of Colombo towards the end cf 1963.
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as mentioned earlier, led to a slow-
ing down of the exports of these pro-
ducts. The volume of exports in
December 1963, in fact, was 42 per
cent less than that of the average of
the pieceding three months, Sep-
tember to November, and the value
of exports shows a decline of Rs. 46
million in December, as compared
with the average of the previous
eleven months.

Export receipts in the first half
of 1964 amounted to Rs. 839 millions
as compared with the first half of
1963 when it amounted to Rs. 815
millions.

Although the average price of

Ceylon’s exports remained wun-
changed at the previous year’s
level, which is the lowest since

1949, there was, in fact, a decline in
the prices of tea and rubber. But an
improvement in coconut prices
helped to maintain the average ex-
port prices at the previous level.
Export prices of all teas at an aver-
age of Rs. 250 per pound was 4
cents less than in 1962. The average
export prices of all grades of rubber
at Re. 1.22 a pound was 7 cents less
than in the previous year. As a re-
sult of this price decline, the ex-
change earnings from tea decreased
by Rs. 9 millions or 1 per cent and
from rubber by Rs. 33 millions or 11
per cent. The price of coconut pro-
ducts, however, increased by 10 per
cent in 1963 offsetting the effects of
the decline in the prices of tea and
rubber.

It is significant to note that the
price of tea has persistently declined
since 1955 from the f.o.b. price of
Rs. 3.30 per pound in that year to
Rs. 250 per pound in 1963. In the
case of rubber too, there has been a
declining trend in prices since 1953,
though there was some improvement
in 1959 and 1960. The price trends
for the first 6 months of 1964 showed
no imorovement in this respect. The
average fo.b. price of tea in this
period was Rs. 2.53 per pound in
contrast to Rs. 2.50 per pound in the
first half of 1963. In the case of
rubber, the price in the first half of
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1964 was Re. 1.17 per pound as
compared with Re, 1.23 per pound in
the first half of 1963. The prices in
the second half of the year may
decline even below this level.

The future prospects for both tea
and rubber are not at all bright. In
the case of tea, with the increasing
production potential in the tradi-
tionally tea producing countries in
Asia as well as in the newly produ-
cing countries in East Africa and
South America, there would appear
to be a definite prospect of over
production. In Ceylon the produc-
tion of tea in the past decade has
been increasing approximately at a
little over 3 per cent a year. In
these circumstances, Ceylon’s ability
to maintain a position of competiti-
veness in the world market in future
would depend upon her ability to
produce good quality tea. Although
the future prospects for tea are not
at all reassuring, I am not satisfied
that we are getting the prices for our
quality tea that we should get. Is it
an accident that the f.o.b. price of tea
has steadily and consistently dropped
since 1955? In that year, the
average f. o. b. price of a pound of
tea as I have already mentioned was
Rs. 3.30. Thereafter, it declined
from year to year as follows:

1956—Rs.
1957—Rs,
1958—Rs.
1959—Rs.
1960—Rs.
1961—Rs.
1962—Rs.
1963—Rs.

3.00 per pound
2.78 per pound
2.75 per pound
2.72 per pound
2.67 per pound
2.62 per pound
2.54 per pound
2.50 per pound

There has been a drop of abhout
50 cents per pound since the U. N. P.
Government went out of office.
There has been no corresponding
benefit to the consumer abroad. He
pays as much as, if not more than,
before. The European Common
Market countries have suspended,
and the United ZKXingdom and
Australia have completely removed,
the import duty on tea. Who got
that benefit ? Not the consumer, and
certainly not the producer. I am
reliably informed that rings' operate
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in the local auctions as well as in
London which tend to depress prices.
I hope, therefore, to devise ways and
means of breaking such rings. It
may be necessary for the Govern-
ment to step in and bid at the tea
auctions and for the new State Trad-
ing Corporation to export these teas
through its own selling organizations
or agents in Europe and the United

States. We might also use to our

advantage the opportunities offered
by the European Common Market
countries to import tea free of duty.
Denmark removed her duty the
other day.

In the case of rubber, the produc-
tion and consumption of synthetic
rubber is rapidly increasing and Iis
today larger than that of natural
rubber. Furthermore, there is yet a
substantial unutilized production
capacity for synthetic rubber. These
facts indicate that there would be a
strong tendency towards a further
decline in world prices for both
natural and synthetic rubber.

Tea and rubber accounts for 81 per
cent of the total export earnings of
Ceylon. The fall in their prices,
therefore, has serious implications on
the country’s economy. It has
resulted in a marked decline in the
country’s foreign exchange earnings
which are so necessary to finance the
capital goods imports of the Govern-
ment and the private sector. Thus, a
further decline in export prices is
bound to aggravate the foreign
exchange situation.

The persistent decline in the prices
of exports is not peculiar to Ceylon,
but is in fact shared by all countries
which are producers of primary
products. This embraces the entire
community of underdeveloped coun-
tries as well as developed countries
such as Australia, New Zealand and
Canada. Although at various inter-
national conferences, both political
and economic, in common with other
countries producing primary pro-
ducts we have urged on the deve-
loped nations the necessity for
ensuring equitable and fair prices
for our primary products, nothing
tanigible has yet resulted from these
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efforts. It was in recognition of
the serious threat to the economic
development aspirations of the poorer
countries posed by this problem of
the decline in export prices that
the United Nations held a World
Conference on Trade and Deve-
lopment in Geneva this year. It
is gratifying to note in this respect
that our delegation led by the pre-
sent Minister of Industries, then
also the Minister of Commerce,
made a significant contribution to
the deliberations at Geneva. Our
delegation in particular took the
lead in bringing home the urgent
need for a positive scheme that
would ensure satisfactory prices for
our primary commodities. The
deliberations of this conference give
some hope that action at an inter-
national level will be forthcoming
to meet the exchange problems of
developing economies.

Imports

Although import payments in
1963 were Rs. 52 million lower than
in 1962, they were, nevertheless,
quite substantial and exceeded the
amount estimated for that year. This
was essentially due to a considerable
increase in the average prices of
imports which more than offset a
decline in the volume of imports.
The import prices on the average
rose by 11 per cent in 1963 in
sharp contrast to the decline of
6 per cent in 1962 from a level
which had remained constant for
about three years. The increase in
prices was shared by all imports
and the largest increase was in
respect of consumer goods which
rose by 13 per cent. Prices of
investment goods rose by 7 per cent.
The increase in the price of consu-
mer goods was largest in respect of
essential food imports such as rice,
flour and sugar.

Import payments in the first half
of 1964 amount to Rs. 934 million as
compared with Rs. 859 million in the
first half of 1963. The average prices
of imports in the first half of 1964
were about 6 per cent higher than in
the corresponding periodoim1863.
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Apart from higher prices, the increase
in imports in the first half of 1964 is
partly explained by the release of
substantial import quotas in that
period for both trade and industrial
sectors.

In the case of essential food imports,
the average import price of rice rose
by Rs. 3 to Rs. 482 per ton in 1963.
Flour imports at Rs. 438 per ton in
1963 were Rs. 25 per ton more than
in 1962. The average price of sugar
imports went up from Rs. 340 per
ton in 1962 to Rs. 510 per ton in 1963.
These adverse trends in food prices
have continued in 1964. The import
figures for the first five months indi-
cate that the price of rice has in-
creased by Rs. 17 per ton, the price of
flour by Rs. 20 per ton and the price
of sugar by Rs. 542 per ton as com-
pared with the average prices of
1963.

Q. 8. T . (DREEY e

(8. orib. 1o LT T—YEEHITEOESS)
(Mr. M. D. Banda—Hanguranketa)
Present prices ?

o& @ada 953, 8. cueddh
(Oserreu srfG erer. erw. QUCTIT)
(The Hon. Dr. N. M. Perera)

The position is different now ; I
have been more fortunate than that.

It will be seen from these figures
that in the first five months of the
year imports of sugar cost more than
twice what they cost on the average
in 1963. The increase in the price of
flour both in 1963 and 1964 has been
due to the heavy purchases in world
markets by the socialist countries
whose wheat production had suffered
considerably on account of adverse
weather conditions. The sharp in-
crease in the price of sugar in this
period was mainly the result of the
unusually severe winter of Europes in
1962-63, which was followed by the
destruction of the Cuban sugar crop
by “ Hurricane Flora .

Current indications are that prices
of sugar and flour will be more
favourable in 1965. The price of
sugar which was about £ 100 per
ton towards the end of 1963 has been
going'odown recently and is now
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below £ 40. The price of flour too
has dropped by several pounds in
recent months. In the case of rice,
estimates of world production indi-
cate very good crops in the major
rice producing countries and there is
a possibility that we may be able to
negotiate a price reduction with
major suppliers. The present posi-
tion is, therefore, fairly satisfactory
with regard to these three major
imports.

The increase in the price of imports
was partly the result of the increase
in the freight surcharge by the
Conference Lines on goods consigned
to Colombo to which I have already
made reference. Surcharges are
imposed on existing freight rates
when the Conference Lines are not
satisfied with the time taken to turn
round their vessels by any port.
They are intended partly to induce
the port to put its house in order
and partly to recoup losses incurred
by vessels having to stay longer at a
port. It is unfortunate that there
has been a surcharge on goods con-
signed to Colombo in recent years.
Freight surcharge on goods carried
by ships of U. K. and Continent
Conference Lines which was 7% per
cent was raised to 123 per cent in
February 1962. This was further in-
increased to 25 per cent in December
1963 as a result of the port strike and
the consequent slowing down in the
rate of unloading of ships. In
March 1964, the freight surcharge
was raised further to 50 per cent—
the highest on record. While the
U. K. and Continent Conference
Shipping Lines raised the freight
surcharges -in this manner, the
shipping lines of other countries also
imposed or raised their surcharges on
goods consigned to Colombo. Thus,
at present, there is a surcharge of
35 per cent on goods consigned to
Cevlon from Australia and New
Zealand, 50 per cent on goods from
India, Pakistan and Burma, 25 per
cent from the United States, 30 per
cent from Singapore and 10 per cent
from Japan. It has been estimated
that on the basis of 1963 imports the
extra payment in foreign exchange
as a result of all these surcharges
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would be in the region of Rs. 36
million per annum. The U. K. and
Continent Conference Lines have,
however, reduced the freight sur-
charge by 10 per cent to 40 per cent
this month as a result of the improve-
ment in the working of the port. It
is expected that this surcharge would
be reduced further with the increased
efficiency in the port in recent times.

Terms of Trade

In 1963 Ceylon’s terms of trade
declined sharply by 9 per cent as
compared with an improvement of
about 4 per cent in 1962. In
the first half of 1964 this deteriora-
tion has continued further; the
average terms of trade in this
period were about 4.5 per cent
lower than in 1963. The decline in
the terms of trade was entirely due
to an increase in the price of imports,
which is in sharp contrast to the ex-
perience of the past few years when
a decline in export prices had been
the main cause of the decline in the
terms of trade. The decline in the
terms of trade in 1963 was about the
biggest in the last ten years. The
actual loss of foreign exchange to
Ceylon as a result of this decline in
the terms of trade is about Rs. 177
million. What this really means is
that if there was no increase in the
prices of imports in 1963, Ceylon
would have saved Rs. 177 million or,
to put it in other words, Ceylon would
have been able to import Rs. 177 mil-
lion worth of goods more than it
actually did if the prices of imports
had not gone up ; or the external as-
sets instead of declining by Rs. 42
million would have risen by Rs. 135
million. Thus, it will be appreciated
that the heavy restriction of imports
in 1963 was brought about by factors
completely outside Government’s
control.

In the period 1956-63, earnings from
exports have suffered considerably
on account of a decline in export
prices. Between 1956 and 1963, the
total volume of Ceylon’s exports in-
creased by 15 per cent but the total
volume of Ceylon’s foreign exchange
earnings from exports remained more
or less static at the 1956 level. This
15, (ue to the fact that the foreign
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exchange earning capacity of the in-
creased production of exporis was
virtually wiped out by the decline in
export prices, which amounts to about
13 per cent for this period. In fact,
if an allowance is made for the in-
crease in fertilizer and machinery,
which went into the 15 per cent in-
crease in export production, the net
export earnings since 1956 would
show a decline in absolute terms.

PriceEs AND THE CosT OF LIVING

The Colombo Consumers’ Price
Index, which measures the cost of
living of the Colombo town working
class, increased from 109.3 as at the
end of July 1963, to 110.3 in Decem-
ber 1963, and to 112.8 in June 1964.
Thus, over the last 12 months, the in-
crease in the index has been 3.5
points. The main factors which led
' to this increase of 3.5 points in the
cost-of-living index were higher
prices in respect of beverages, condi-
ments, spices and clothing. Of the
total increase of 3.5 points in the cost
of living, 1.5 was due to the higher
prices of condiments, 1.06 due to the
higher prices of beverages and 1.01
due to the higher prices of spices.
Clothing was responsible for an in-
crease of .81. These increases were,
however, offset by declines in respect
of other items. The most significant
item of decline was flour, the price
of a pound of which was reduced from
98 cents to 23 cents with effect from
1st August 1963. There was also a
decline in the prices of coffee, pepper,
garlic, mustard, tamarind, Bombay
onions, pulses, non-seasonal vegeta-
bles and fruits, yams, mutton, fresh
fish and potatoes. The reduction in
the price of dried fish indicates an
improvement in the supply position
and an improvement in the distribu-
tion system of the C. W. E.,, though
much more has to be done along
this line of better distribution. The
reduction in the price of fresh fish
indicates an improvement in produc-
tion. Similarly, in the case of coffee,
the reduction in the price is entirely
the result of increased local
production.

With regard to the price increases
among food items, the maost signifi=
cant is the beverages group. The in-
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crease in this group is accounted for
by the higher prices of condensed
milk, aerated waters and prepared
tea sold in tea kiosks. The average
price of a tin of condensed milk has
increased from 94 cents in July 1963
to Re. 1 today. The increase in the
price of condiments and spices like
dried chillies, ginger, cummin seed
fennel seed, etc., and other food items’
like butter and cheese is attributable
to higher import prices as well as
the difficulties in the port. As a result
of the unsettled conditions in the
Port of Colombo, it was difficult for
most importers to get adequate ship-
ping facilities to transport these
goods on a regular basis. The result-
ant interruption of supplies naturally
led to higher prices. A considerable
amount of profiteering has also taken
place. If proof were wanting, the re-
port of the recent meeting of the
Nadars at Gintupitiya Hall must
dispel the doubts of anyone as to the
extent of this profiteering. But it is a
matter for some comfort that they are
reforming. In any case, this rise in
prices cannot be attributed to
Government policy regarding import
controls as these particular goods
were available for import under
Open General Licence. The only ex-
ception, perhaps, is red onions, where
supplies were curtailed on account of
the presence of cholera in certain
exporting ports in India. -

With regard to vegetables, there
was an increase in the price of up-
country vegetables on account of
heavy rains experienced last year.
However, there are indications that
the prices of these vegetables are
now coming down.

In the fuel and light group, there
was an increase in the price index on
account of an increase in the price of
matches. It is unfortunate that in
recent years local production of
matches has failed to meet the coun-
try’s requirements. I am glad the
Hon. Minister of Industries has taken
some steps to ensure a regularity of
supply. Certain other steps I intend
to take will be announced later. The
price of kerosene oil, on the other
hand, declined on account of the
reduction in the import duty by last
year’s Budget.
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The increase of price of textiles
must be mainly attributed to profit-
eering by private traders consequent
on the shortage of textiles in the
country resulting from the import
restrictions. In view of the difficulties
faced by the people with regard to
textiles, the Government granted
special textile import allocations to
the C. W. E. and subsequently intro-
duced a scheme of textile rationing
in the last quarter of 1963. The
C. W. E. was granted a special allo-
cation of Rs. 15 million for the import
of textiles for distribution during
Christmas and the New Year, and at
the beginning of 1964, the C. W. E.
was granted a further additional allo-
cation for the import of textiles. In
order to ensure that every person in
the country would be able to pur-
chase a minimum quantity of tex-
tiles, a scheme of textile rationing
was introduced in March 1964. For
the first half of the year every holder
of a ration book was entitled to pur-
chase four yards of textiles at the
C. W. E. depots or co-operative stores
at a very modest price. Approximate-
ly 26 million yards of textiles were
distributed by the C. W. E,, and the
co-operatives under this scheme up
to the Sinhalese New Year. As the
textile rationing scheme has provid-
ed some measure of relief, it has been
decided to extend this scheme to the
second half of 1964 also. The textile
ration per person for the second half
is fixed at three yards, but if pur-
chases are in respect of long cloth,
poplin and grey cloth, the ration is
four yards per head. The distribution
of rationed textiles on an equitable
basis and at a reasonable price has
helped to moderate the impact on the
consumer of the high prices charged
by private traders. With the intro-
duction of this scheme, the increase
in the clothing group of the cost-of-

living index has shown a certain
degree of stability and, in fact, the
index for June indicates a slight
decline in the clothing group. Now
that the hoarders have started putt-
ing out all their textiles I wonder
whether it is necessary to go through
this rationing scheme.
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The miscellaneous group of the
cost-of-living index which includes
such items as hair dressing and toilet
requisites, laundry, medicine, house-
hold goods and transport increased
by .55 in this period. The increase
in this group was partly due to the
restrictions on imports, particularly
on toilet requisites, but the service
items such as laundry and hair dress-
ing have also increased to some
extent indicating the general impact
of the rise in prices in consumer
goods. The increase in the price of
medicine, in spite of the fact that
there was no restriction in imports,
can only be explained by profiteering
on the part of traders.

Apart from this, there is a shortage
and consequent increase of prices in
the case of a number of essential
items like bicycle tyres and tubes,
torch batteries, electric bulbs ete.
This has arisen because local produe-
tion of these articles, contrary to the
assurances given, has fallen well
below the local requirements. The
estimate of the local needs has also
been wrong. The requirements of a
country on the basis of a better
quality product must be different
from the requirements where the
locally produced article is poor and
shoddy. A substantial increase in
the quantity would be required to
satisfy the previous needs of the
people. Steps are, therefore, being
taken to ensure the quality of the
product. In any case, where the
quantity is insufficient in such
essential articles like matches, cycle
tyres and tubes, torch batteries, ete.,
a special allocation will be made

in the foreign exchange budget to
allow imports.

The increase in the cost-of-living
index by 3.5 points works out approxi-
mately to an additional required
outlav of about Rs. 7 per month to
maintain the same level and pattern
of consumption as reflected bv the
Colombo town working-class budget
in 1956 when the last survey was
taken. As against this, it is true,
perhaps, that in recent years there
has been a considerable increase in
the:incomes of families as a result of
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the expansion of employment oppor-
tunities both in the public sector as
well as in private industry. It is
also, perhaps, true that as a result of
the increase in the allowance of
workers following the rise in the
cost-of-living index money wage
rates in 1963 were 1.3 per cent higher
than in 1962 in the case of workers
in agriculture, and 1.1 per cent
higher in the case of workers in
industry and commerce. Nevertheless,
there is a drop in real wages. The
index of real wage rates of workers
in wages boards trades dropped from
106.9 in 1962 to 1059 in 1963 and to
1045 in April 1964. It will be the
endeavour of this Government to
bring down prices appreciably in
order to raise the real wages of all
workers. Such a reduction of prices
will also provide the much needed
relief to the non-wage earning rural
population.

. We must also admit that on the

other hand the disposable incomes of
 families in the lower income levels,
" increased considerably as a result of
the implementation of certain income
tax proposals brought forward in
last year’s Budget. For example,
28,000 income tax payers whose
monthly incomes were in the range of

' Rs. 250 to Rs. 500 were completely.

exempted from tax. In addition,
there was the immediate reduction
in the tax liability, amounting to a
minimum of Rs. 75 a year or Rs. 6.25
a month, in respect of those who
received their incomes from employ-
ment or self-employment. The easier
credit facilities made available
through the People’s Bank to the
| lower income groups is also a factor
that has helped them considerably.
The C. W. E. has also expanded its
activities and, hence, has been able
to make some inroads into the mono-
polistic position of private food and
textile importers.

Apart from the reduction of income
tax, several other concessions were
made by last year’s Budget, such as
the reduction in the price of flour,
the reduction in the import duties on
kerosene oil, textiles and . motor
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spares. With regard to the last
named, it has to be regretted that
the reduction of the import duties
on motor spares was generally not
passed down to the consumer. On
the contrary, such reductions only
benefited unscrupulous traders and
garage men.

Let me at this stage point out that
there is an inevitable conflict between
conservation of foreign exchange,
stimulation of local industrial enter-
prise and domestic price stability. In
the present context, when Ceylon’s
terms of trade are deteriorating as a
result of factors outside Ceylon’s
control, there is no alternative for
the Government but to take what-
ever measures possible to conserve
foreign exchange. This object is
mainly achieved by import restric-
tion. The restriction of imports in
its turn creates shortages which
result in an increase in prices to the
consumer. It is also the policy of
the Government to encourage local
industrial enterprise by reducing
competition from imports either by
tariff or quantitative import restric-
tions. It is hardly necessary to point
out that infant industries in Ceylon
will not be able to survive if they
are thrown open to unrestricted com-
petition from imported goods. Thus,
the Government has given them
protection either by restricting com-
peting imports or by raising the
import duties on them. This, of
course, inevitably raises the price
of imported goods once again.
Further, in the early stages of pro-
duction, it may not be possible for
local industries in view of their
initial cost of production to sell their
goods at the same prices as com-
peting imports. The local industrial
goods, therefore, are necessarily
higher in price than the competing
imports. However, it would appear
that with a few exceptions, local
industrialists are not making a
genuine attempt to make their pro-
ducts available to consumers at the
lowest possible price.

Apart from this. the increased
investment in both the public and
private sectors creates new employ-
ment 'and new incomes which in-
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crease the demand for consumer
goods. This increased demand in
the context of restricted imports, the
inevitable time-lag between the set-
ting up of an industry and the reali-
zation of the product, and the
inelastic supply of local foodstuffs
inevitably leads to increases in
prices. Thus, an increase in the
price level is an inevitable phenome-
non in under-developed countries
such as Ceylon in the present context
of economic development and of
world price trends. It is a necessary
price the country has to pay for
economic development, stimulation
of local industrial expansion and
conservation of foreign exchange.
Had the terms of trade been more
favourable, we might have been able
to cushion some of the worst effects
of the rise in prices. Unfortunately,
this has not been possible. In the
alternative, the Government must be
ever vigilant in order to minimize
the evil effects and contain the in-
flationary trend within manageable
proportions. The local industrialists
must help the Government by selling
the goods they produce at the lowest
possible prices. The facilities that
the Government has afforded by way
of tax reliefs must not be abused by
them by exploiting the consumer.
In the interests of national develop-
ment, they must respond by produc-
ing articles of quality at reasonable
prices.

In order to check profiteering the
Government would be controlling
the retail prices of practically all
goods which normally enter into the
cost of living. Apart from tighten-
ing the existing rules and regulations
in this respect legislation will be
introduced to punish blackmarketeers

and profiteers not only by heavy
penalities but also by the cancella-
tion of import or trading licences
and the confiscation of assets of the
traders concerned. The Government
would simultaneously take steps to
channel more essential goods through
the co-operative movement, the Co-
operative Wholesale Establishment
and the State Trading Organization.
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MONEY AND BANKING

In 1963 the money supply increased
by Rs. 163 million or 12 per cent to
Rs. 1,506 million as compared with
an increase of Rs. 54 million or 4 per
cent in 1962. In the first four months
of 1964, it rose by another Rs. 30
million to Rs. 1,536 million. The
sreater part of the increase took the
form of an increase in the currency
notes of higher denominations. Thus,
the ratio of currency to money
supply rose from 53 per cent in 1962
to 55 per cent in 1963 and the first
four months of 1964, indicating both
a greater use of currency for business
transactions and an increase in hoard-
ing. The increase in the money supply
was the result of the rise in Central
Bank’s credit to the Government by
means of Treasury Bills as well as of
a large expansion in commercial bank
credit to the private sector. The ex-
pansionary impact of the Budget
deficit on the money supply in 1963
was Rs. 133 million. This is less than
in 1962, when it was Rs. 174 million.
In the first quarter of 1964, the ex-
pansionary impact of the budgetary
operations on the money supply was
Rs. 47 million. The volume of com-
mercial bank credit to the private
sector rose in 1963 by Rs. 124 million
compared with Rs. 42 million in 1962 ;
it rose further by Rs. 45 million in the
first quarter of 1964. The expan-
sionary influence of these two factors
on the money supply was reduced to
some extent by the contracting im-
pact of the decline in external bank-
ing assets and the increase in time
and saving deposits both in 1963 and
the first quarter of 1964.

1963 was a year of continued ex-
pansion in commercial banking acti-
vities, particularly in respect of the
two State-owned commercial banks.
Seven new branches were opened by
the People’s Bank and three by the
Bank of Ceylon, bringing up the
number of commercial bank offices in
the country to 83. Of the ten new
nffices, eight are located outside
Colombo and five in towns not pre-
viously supplied with banking faci-
lities. There is now a banking office
for.every 129,060 of the population.
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The rapid expansion of banking faci-
lities to new areas as well as to
new social classes has been one
of the notable achievements in
the sphere of credit policy in
recent years. This is primarily
due to the setting up of the
People’s Bank. Commercial bank
credit to the private sector which had
increased by Rs. 42 million in 1962,
rose by Rs. 137 million in 1963. This
is, perhaps, the highest annual
increase of bank credit to the private
sector that has taken place in recent
years. Of this increase, 24 million
rupees was through the foreign banks
and Rs. 113 million through the two
State-owned Ceylonese banks which
now control 60 per cent of the total
bank deposits in the country. In the
first four months of 1964, commercial
bank credit to the private sector rose
by a further Rs. 88 million.

Expansion of commercial credit to
the private sector in 1963 and 1964
was particularly marked in the case
of the People’s Bank. The People’s

Bank was created primarily to pro-.

vide credit to those sections of the
community which had found it diffi-
cult to obtain credit facilities from
the existing commercial banks, viz.,
indigenous industrialists, co-operative
societies, craftsmen, middle-class and
lower middle-class farmers, clerical
servants, teachers, workers, peasants,
etc. It is not surprising, therefore, that
lending by the People’s Bank to this
hitherto credit-starved section of the
community shows a considerable in-
crease in 1963. Apart from relieving
indebtedness and meeting consumer
requirements, there is evidence to
believe that a considerable portion of
this credit went towards increasing
agricultural and industrial production
in the country. A considerable part of
the increases in advances granted by
the People’s Bank during 1963, repre-
sents an expansion of credit facilities
to co-operative societies. It would
also appear that borrowers in urban
and rural areas who had previously
t0 depend on money-lenders and
shopkespers for credit haye increa-
singly been able to obtain eredit from
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the People’s Bank. A survey of
advances made by the Central Bank
shows that outstanding advances for
industrial purposes increased from
Rs. 26 million in December 1962 to
Rs. 43 million in December 1963, and
for agricultural purposes, from Rs. 17
million in 1962 to Rs. 26 million in
1963. Credit for agricultural and
industrial purposes, as a proportion
of total bank credit granted for all
purposes, rose from 7.6 per cent in
December 1962 to 10 per cent in
December 1963. Consumer loans, on
the other hand, show a decline from
8.7 per cent in December 1962 to 5.3
per cent in December 1963.

The combined volume of long-term
loans granted in 1963, by the Develop-
ment Finance Corporation, the Agri-
cultural and Industrial Credit Cor-
poration, the State Mortgage Bank,
the Ceylon Savings Bank, the Loan
Board and the National Housing
Department totalled Rs. 22 million.
The Central Bank has also established
a “Medium and Long-term -credit
Fund ” as proposed in the last Budget
to provide financial accommodation
to credit institutions to enable them
to grant more liberal credit for pro-
ductive purposes.

During this period, institutional
savings also show a substantial in-
crease. Savings deposits in the Post
Office Savings Bank, Ceylon Savings
Bank, and the commercial banks and
Savings Certificates outstanding rose
from Rs. 897 million in December
1962 to Rs. 977 million in December
1963, and to Rs. 1,008 million in April
1964. This increase has mainly been
in respect of time and savings deposits
of commercial banks. Total collections
by the Employees’ Provident Fund
during 1963 amounted to Rs. 59
million.

The life insurance business of the
Insurance Corporation of Ceylon also
showed a substantial improvement in
1963. Life insurance business proposed
in 1963, amounted to Rs. 201 million
as against Rs. 188 million in 1962. The
premium income in respect of life
policies of the corporation in 1963,
was) Rs. 10.1 million compared to
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Rs. 3.9 million in 1962 ; the estimate
for 1964, is Rs. 14.9 million. This
proves beyond doubt that the fears
entertained in certain quarters re-
garding the success of nationalized
insurance are completely without
foundation.

GOVERNMENT FINANCE

I now come to Government

Finance.
1962-63

Total Government expenditure in
1962-63 (excluding a book adjustment
of Rs. 216.8 million) amounted to
Rs. 2,046 million consisting of
Rs. 1,644 million on recurrent
expenditure and Rs. 402 million on
capital expenditure (including
Foreign Aid expenditure) as against
a total estimated expenditure of
Rs. 2,180 million consisting of
Rs. 1,707 million recurrent and
Rs. 473 million in capital expenditure.
Total revenue amounted to Rs. 1,579
million as against the original esti-
mate of Rs. 1,717 million. The
shortfall in revenue was mainly in
respect of import duties which fell
short by Rs. 117 million and export

duties by Rs. 4 million. The shortfall

in import duty revenue was mainly
caused by the reduction in imports
as a result of extending the scope of
import control during the year.

It should also be noted that the
original estimate of revenue for this
year included a sum of Rs. 25 million
from the National Development Tax.
Actual collections under this tax,
however, have been credited to a
separate National Development Fund
and not directly to revenue. Certain
items of revenue also show an excess
on the original estimate, e.g., the
tobacco tax which increased by Rs. 18
million and the income tax by Rs. 7
million., :
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The financing of the Budget deficit
in 1962-63 which amounted to Rs. 467
million was mainly as follows:

Rupee loans .. Rs. 205 million
Treasury bills .. Rs. 124 million
Central Bank advances Rs. 37 million
Tax reserve certifi- s,
cates Rs. 6 million

Foreign aid (excluding

extra budgetary aid) Rs. 77 million
National Development e
Tax Rs. 18 million

The current financial year 1963-64

The original Estimates of Govern-
ment Revenue and Expenditure for
1963-64 as approved by Parliament
were as follows:

Recurrent expendi-

ture .. Rs. 1,790 million
Capital expenditure Rs. 516 million
Total .. Rs. 2,306 million
Revenue .. Rs. 1,788 million
Budget deficit .. Rs. 518 million

Those are the estimates. Supple-
mentary estimates are expected to be
about Rs. 158 million in respect of
recurrent expenditure and Rs. 13
million in respect of capital expendi-
ture giving a total provision for
expenditure of Rs. 2,477 million. The
actual figures of revenue and
expenditure for the financial year are
expected to be as follows:

Recurrent expendi-
ture Rs. 1,900 million

Capital expenditure Rs. 475 million
Total expenditure .. Rs. 2,375 million
Revenue .. Rs. 1,711 million
Budget deficit .. Rs. 664 million

Customs revenue for 1963-64 is
estimated to be Rs. 37 million less
than the Budget estimate. The
amount of the shortfall under import
duties is expected to be about Rs. 27
million and that under export duties
to be about Rs. 10 million. The
shortfall in the revenue from import
duties is expected mainly because of
the inability to provide exchange for
the imports of high duty—that is, the
200-300 per cent duty rate—items
for which provision had originally
been made in the Bud~et and partly
because of further restrictions on
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other imports. The shortfall under
export duties could be attributed to
the trend of slightly lower average
prices for rubber exports. Revenue
from income tax, estate duty, stamps
etc., is also expected to show a
shortfall of about Rs. 32 million as
compared with the estimate for the
current fiscal year.

A revenue shortfall to the tune of
about Rs. 47 million is also expected
in the case of the Turnover Tax,
Exchange Tax and the National
Lottery Tax. One reason for this is
the d:lay in introducing legisiation
to give effect to these proposals. Hon.
Members will remember that the
Finance Bill which incorporated most
of the new revenue proposals was
debated in this House for nearly three
months from September to December
and it became law only with effect
from 21st December 1963. The
Government was, therefore, unable
to collect revenue from these taxes
in the first quarter of the financial
year. Apart from this, the revenue
estimate for the Turnover Tax has
been reduced to Rs. 32 million as
against the original estimate of
Rs. 45 million, which was based on
higher rates of tax in respect of local
manufacturers. Although the Turn-
over Tax would be in operation for
three quarters of the financial year
1963-64, only the collections in respect
of two quarters will be credited to
the revenue of the current year. The
collections of the quarter ending in
September 1963 will accrue only in
October and will, therefore, be
credited to the revenue of the next
financial year. Thus, the yield from
the Turnover Tax in the current
financial year is estimated at Rs. 16
million only. The revenue from the
Foreign Exchange Tax is expected to
be about Re. 3 million as against the
original estimate of Rs. 10 million.
Apart from the delay in legislation,
the shortfall is also due partly to the
tightenin® of controls on travel
abroad. Revenue from the National
Lottery Tax is expected to be Rs. 4
million as against the original
estimate of Rs. 15 million. The
Industrial Exhibition Lottery swhich
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runs concurrent to the WNational
Lottery appears to have affected the
revenue from this source. Excise
revenue, however, is expected to
bring in an additional Rs. 27 million
over the original estimate, thus
offsetting to some extent the short-
falls under the other heads.

In the sphere of expenditure, the
increace in recurrent expenditure is
almost entirely due to the higher
food subs'dy bill on account of the
unexpected rise in the price of food
imports.

The Budget deficit of about Rs. 664
million in 1963-64 is expected to be
financed as follows:

Rs. 225 million
Rs. 230 million

Rupee loans
Treasury loans

Administrative borrow- s
ings Rs. 34 million

Foreign aid Rs. 175 million

Budget Estimates, 1964-65

I now come to the Budget Estimates
for 1964-65. The estimates for the
financial year 1864-65 which I have
already tabled before the House are
in the customary form. I have no
desire to present these estimates in
this form in the next year. It was too
late for me to make these changes, as
the provicional Budeet had ='ready
been drawn up when I assumed
office.

It should be possible, I think, to
present the Estimates in a way that
would give every Member of Parlia-
ment and the ordinary layman a
clear picture of the total expenditure
commitments of the country and the
revenue which is being raised to meet
that outlay. The kind of fine distinc-
tions that a student and expert re-
quire is not called for in presenting
the Budget for the approval of Par-
liament. Such a separation of esti-
mates into compartments has its uses,
and the Finance Minister should pro-
vide a separate analysis which will
bring out these conceptual niceties.
For the purpose of Parliamentary
approval, a clearer and more straight-
forward presentation is all that is
required.
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One distinction, it is very impor-
tant to make. There must be a clear
differentiation between the normal
and the capital budget. This is all the
more incumbent where the Budget is
geared to a plan. If this distinction
is not adhered to, it would be diffi-
cult to evaluate the performance of
the plan, to determine its financing,
and to calculate its end results. We
see this confusion in our public
corporations.

For the moment, in the light of the
above and the pending change, may I
appeal to hon. Members to look at
the Estimates slightly differently.

For the year 1964-65, there is an
expenditure liability of Rs. 1,761
million. This provides for the normal
expenditure proposals of all depart-
ments. This is covered by the revenue
estimates of Rs. 1,775 million. The
revenue brought from existing duties
and taxes thus gives us a surplus of
Rs. 14 million for the year 1964-65.

It is important to highlight this
point, because it has become custo-
mary for our political opponents and
other detractors, both local and
foreign, to stigmatize this country as
on the verge of bankruptcy. Appar-
ently, we are facing disaster, and we
are unable to meet our obligations.
Nothing is further from the truth. We
have difficulties, and we are going
through a difficult time, mainly be-
cause of a drop in our export incomes.
But our economy is fundamentally
sound.

How did I achieve this ? I achieved
this by systematic and drastic prun-
ing of expenditure. I have dis-
appointed and even annoyed my
Colleagues. In the end, Mr. Speaker,
they have all been generously consi-
derate, and vielded to my importu-
nities. This achievement has been
made notwithstanding a very large
sum eaimarked as supsidies. And this
surplus has been realized without
taking into account any new duties
or taxes that I have decided to
impose.

With regard to these recurrent
votes, there are two or three points
to which I want to draw the attention
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of the House. First, the provision
under Recurrent Votes is Rs. 1,876
million, but on the basis of past ex-
perience, an under-expenditure of 23
per cent is anticipated. Secondly, the
estimates of expenditure as pub-
lished, include a provision of Rs. 63
million as repayment of loans and
contributions to public debt sinking
funds. While this has been done in
accordance with past practice, it
should be observed that these repay-
ments of public debt and contribu-
tions to sinking funds are, in fact,
capital payments and not strictly re-
current expenditure incurred in con-
nection with the supply of services.
In fact, all monies voted to sinking
funds are re-invested in Government
securities and thus become available
for the financing of capital expendi-
ture. In calculating the surplus or
deficit on the current account, these
contributions to sinking funds should
be excluded. This is, in fact, the
practice observed by the Central
Bank.

The provision for recurrent expen-
diture, allowing for under exp=ndi-
ture and excluding repayment of
loans and contriputions Lo s1nkKing
funds, would, therefore, be Rs. 1,761
million which is the figure I have
already referred to.

Thirdly, I would like to draw atten-
tion to the interest on Treasury Bills.
It would be seen from Head 34 that
the amount provided as interest on
Treasury Bills for the next financial
year is only Rs. 8 million as against
the provision of Rs. 32 million for the
current year. Since about 95 per
cent of all Treasury Bills outstand-
ing is held by the Central Bank, an
equivalent portion of the interest on
Treasury Bills also accrues to the
Central Bank. However, with regard
to the purchase of Treasury Bills, the
Central Bank does not stand on all
fours with other market investors.
Whereas in the case of the normal
market investor, both institutions as
well as private persons, the purchasa
of Treasury Bills is a commercial in-
vestment which is made in the pros-
pect of earning a certain interest
income, in the case of the Central
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Bank, however, the purchase of Trea-
sury Bills is no more than an instru-
ment of creating credit for the finan-
cing of Government expenditure. The
interest yield on the Treasury Bills
is not a relevant factor as far as the
Central Bank is concerned. There-
fore, with the consent of the Central
Bank. I have decided to pay only a
nominal rate of interest of 0.75 per
cent on Treasury Bills nurchased by
the Central Bank. This measure,
as wouid be seen from the
Estimates, has resulted in a
saving of about Rs. 24 million in the
interest on Treasury Bills. I appre-
ciate very much the very helpful co-
operation of the Governor of the
Central Bank in this matter.

CAPITAL EXPENDITURE AND THE DEVE-
LOPMENT PROGRAMME FOR 1964-65

I now turn to the second part of my
Budget: the development pro-
gramme and the capital expenditure
involved.

I think we better stop as I am
coming fo an entirely new section.

D BN DN
(surprwsm)
(Mr. Speaker)

Order, please! The Sitting is
suspended till 4.45 p.m.
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(Qserres garfs erer. orib. QuUGTTm)

(The Hon. Dr. N. M. Perera)

Mr. Speaker, when we suspended
the Sitting for tea I was just going
to discuss the second part of my
Budget—the development programme
and the capital expenditure involved.

eeDembe S, 8. 8. snazNHLY
(mc'gd)

(Q_r&i_i . orib. off . BT BT &&T— 5600 DTIT)

(Dr. E. M. V. Naganathan—Nallur)

How many more parts ?

a& @pnle Y. 8. cuedbh
(Q@orras serpls erer. erib. QUGrrm)

(The Hon. Dr. N. M. Perera)
 Only two parts.
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While the importance of national
planning is recognized by almost
every political party in this country
and a number of theoretical develop-
ment plans have been produced from
time to time like the Six-Year Plan,
the Ten-Year Plan and the Three-
Year Implementation Plan, I regret
to say that no serious attempt has
hitherto been made to implement a
really well conceived and co-ordi-
nated development plan. A develop-
ment plan, to be really effective, must
be worked out at least for a period of
about 5 years. There is only one year
left before the General Election. The
Coalition Government does not pro-
pose to produce another long-term
plan to economic development for the
time being. Instead, it has prepared a
One-Year  Implementation  Pro-
gramme for 1964-65.

As I have mentioned earlier, by the
time I assumed duties as the Minister
of Finance the Estimates of expendi-
ture for 1964-65 had more or less been
finalized. In view of this and on
account of the fact that we do not
propose to waste time in producing
another paper plan that has little
bearing to reality, we have decided
to implement thoroughly and effec-
tively the development programme
as reflected in the capital expenditure
estimates for 1964-65. The One-
Year Implementation Programme is
concerned more with realizing actual
targets of production than with
abstract academic exercises in
economics.

Hon. Members are aware that
in the past years a great part of the
capital expenditure voted by Parlia-
ment remained unspent at the end
of the year. It is the Government’s

_aim that every cent voted for capital

expenditure next year should be
spent and the targets given in the
development programme be achieved.
Any shortfalls in expenditure, if at
all, would be due to enonomies in
executing projects. In order to see
that the voted funds are spent and
that production targets are achieved,
the Government will take necessary
steps through the administrative
machinery as well as the trade unions
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to keep a regular watch on expendi-
ture and production. Every Ministry
and every department will have a
Plan Implementation Officer who will
be entrusted with the task of ensur-
ing the fulfilment of the plan within
the specified time.

The total capital expenditure
according to the Budget estimates for
1964-65 amounts to Rs. 557 million.
This is Rs. 40 million more than the
amount provided in the estimates for
the current financial year, 1963-64.
No under-expenditure with regard to
this amount of capital expenditure
has been foreseen. In fact, to pro-
vide for the effective implementation
of capital expenditure targets,
departments have been provided with
an additional provision of 15 per cent
against various sub-heads. To this
Rs. 557 millions must be added Rs. 68
millions—the repayment of loans and
contributions to public debt sinking
funds, 1964-65—which I referred to
earlier. This makes the total capital
expenditure as provided for by the
Budget Rs. 625 million.

While the provision under the
Capital Votes in the Budget amounts
to Rs. 557 millions, the total invest-
ment in the public sector, which in-
cludes State corporations, for the year
1964-65 amounts to Rs. 769 million.
The latter exceeds the former for
two reasons. In the first place, the
figures of investment include Rs. 75
million of capital maintenance ex-
penditure for which provision has
already been made in the recurrent
estimates.

Secondly it also includes Rs. 137.3
millions  financed from  extra
budgetary sources. The classifica-
tion of the Rs. 769 million of public
investment, according to economic
sectors, is as follows :

PUBLIC SECTOR INVESTMENT PROGRAMME

FOR 1964-65
Rs.
Million

Agriculture and Fisheries v 177
i Export Agriculture Sic 53
! Non-export Agriculture and
l Fisheries .. - 47

Irrigation and Land Develop-

j, ment “'o s 77

R
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Rs.
Million
Industries 141
Large-scale Industries 124
Small-scale Industries s 17
Transport and Communications . . 144
Electricity = i 91
Social Capital .. o 92
Health e ol 26
Education .. o 26
Housing o ate 40
Administration and Defence o 49
Capital Maintenance . 75
ToTan 769

I have tried to break down sector
by sector the expenditure that is
provided.

Agriculture

The total public investment in the
agricultural sector is Rs. 177 million.
This money would be spent for the
following purposes :

1. Re-planting 5,000 acres of tea and re-

habilitating 6,000 acres of tea.
Re-planting 15,000 acres of rubber.
Re-planting 23,000 acres of coconut.
Replanting 1,500 acres of cocoa.

Alienating 50,000 acres of land for the
production of highland crops.

o w0

6. Bringing 26,407 acres of new land under
irrigation and providing improved irri-
gation facilities to 4,926 acres of
existing land.

7. Settling 9,000 colonists under major

colonization schemes.

8. Regenerating 11,000 acres of forests.

9. The use of five new trawlers and two
tuna boats to increase the production
of fish by 15 per cent.

10. The establishment of a condensed
milk factory in Tamankaduwa.

Industries

The total Government investment
in the industrial sector according to
the programme is Rs. 141 million.
The greater part of this investment
would be in the iron and steel factory,
the cement factory, the tyre and tube
factory, the petroleum refinery, the
fertilizer factory and the textile
factory at Pugoda. The second kiln at
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the Kankesanturai cement factory,
the iron and steel factory (rolling
mill), the hardware and small tools
factory, and the tyre factory are ex-
pected to be completed within the
next financial year. In the case of
small industries the major. part of
the investment is in respect of the
establishment of 1,200 power looms.

Transport and Communications

The runway of the Katunayake
Airport and the major part of the
Greater Colombo Telecommuni-
cations Scheme would be completed
in 1965. The Ceylon Transport Board
would be spending about Rs. 20
million for the purchase of new
buses and plans to run a scheduled
mileage of 151 million miles in 1964-
65. It is proposed to spend Rs. 34
million on improvements to the rail-
ways and Rs. 12 million on the deve-
lopment of the Colombo Port. The
Colombo Port now handles 8,000 tons
of imports and 2,000 tons of exports
per day. It is expected to increase this
handling capacity by 30 per cent
during 1964-65.

May I say this. We are very be-
holden to the present Port Com-
missioner who is now functioning in
both capacities. He has done an
excellent job and he has shown ex-
cellent results, and I do hope that he
will maintain that high standard.

Social Services

There will be an investment of
Rs. 19 million in general education
which would result in the construc-
tion of 500 schools to accommodate
100,000 additional pupils.

In this regard I would like to
seriously commend the practice
which I have adopted of subsidizing
school construction utilizing shrama-
dana for the purpose of carrying
through our school construction pro-
gramme, which will enable us to have
cheaper and better school buildings
in the future.

Abhont Rs. 1 million would be spent
on the expansion of training colleges,
and Rs. 4 million in respect of uni-
versity education. In the field of

BRewldm 935 0e3DCw
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health, the capital investment of
Rs. 27 million would be mainly in
respect of water supply schemes and
the construction of and extensions to
hospitals. The capital investment for
housing is estimated at Rs. 41 million.
This is expected to result in the con-
struction of 7,316 new dwelling units ;
in addition, improvements to 4,203
existing houses would also be
effected.

Production Targets for 1964-65

The actual production targets or

estimated increases in production for
1964-65 are as follows:

Increase in

1964-65
over
1963-64
A. Agriculture
1. Tea (pounds) 13,000,000
2. Rubber (pounds) 18,000,000
3. Coconut (nuts) 100,000,000
4. Paddy (bushels) 3,400,000
5. Cotton (cwts.) 7,000
6. Sugar cane (tons) 108,000
7. Fish (cwts.) 330,000
8. Timber (cu. ft.) 1,000,000
B. Industries
1. Kantalai Sugar Factory
(tons) .. Ak 2,533
2. Gal Oya sugar (tons) 3,862
3. Textiles—
(a) Yarn (pounds) 500,000
(b) Woven and finished
fabrice (yards) 3,000,000
{¢) Finished fabrics on
commission (yards) 10,000,000
4. Cement (tons) 30,000
5. Paper (tons) 3,000
6. Tiles 4,800,000
7. Bricks 1,200,000
8. Ayurvedic drugs (1bs.) 325,000
9. TIron and steel—rolled steel
and wire products (tons) 5,000
10. Hardware—mamoties and b

hinges (tons)

Production in the case of most of

the other State industries which are
functioning at present is expected to
remain at about the same level as in
1963-64.
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The Public Sector Investmnent of
Rs. 769 million is also expected to
create additional employment oppor-
tunities for about 39,700 persons. Of
this 23,954 would be in the agricul-
tural sector, 12,196 in the industrial
sector, and 3,544 in the social services
sector. The private sector would also
be providing employment opportu-
nities to a larze number of people but
no estimate is possible in this respect.

Let me say frankly that I am not
satisfied with some of the production
targets given in the development
plan. Apart from better planning, I
am convinced that higher production
targets could be achieved if the obs-
tacles to the efficient functioning of
Government departments and public
corporations such as bureaucratism,
faulty accounting, mismanagement,
corruption and unsatisfactory labour
relations are eliminated. I am confi-
dent that the Coalition Government
would be able to reduce many of
these obstacles within the next year.
If it is within the capacity of the gov-
ernment departments or corporations
to achieve higher production targets
than those shown in the plan, I would
have no hesitation in providing them
with the necessary funds either by
way of Supplementary Estimates or
by way of loans through credit insti-
tutions.

StAaTE CORPORATIONS

As State corporations are increas-
ingly becoming the principal agent of
development in the economy, I should
like to make a brief survey of the
present situation in this respect.

Before I pass on to the subject of
State corporations, I would like to
remind hon. Members about the docu-

Name of Corporation

Ceylon Cement Corporation
Eastern Paper Mills Corporation
Ceylon Ceramics Corporation
Ceylon Plywoods Corporation
Ceyion Leather Corporation e
Ceylon Oils and Fats Corporation
National Textile Corporation
National Salt Corporation
Industrial Estates Corporation
National Small Industries Corpo-

ration

11. Sri Lanka Sugar Corporaltion
G5 19332 (64/7)
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ment that has been already circula-
ted in regard to the development
programme. The figures there must be
considered to a great extent tentative.

I do hope in the process of working
this programme to make satisfactory
changes based on the knowledge of
the work that has been done.

A number of departments have to
be attuned to this new idea of work-
ing to a programme and targets. We
might have to modify these targets
as we go along. As you know, Sir,
working a plan entails continuous
adjustment of the plan in order ' to
maintain a comprehensive pro-
gramme. That will be done.

Originally, it was my intention to
place before this House a comprehen-
sive Budget of revenue and expendi-
ture showing in full detail the finan-
ces of Government corporations.
Accordingly, an attempt was made by
the Treasury to collect the required
data for this purpose. However, it
soon became evident that the
accounts of State corporations, as
maintained at present, were not only
inadequate but often misleading. It
would appear that most corporations

had resorted to makeshift budgets in
order to satisfy the Treasury require-
ments. In the case ¢f some corpora-
tions, there had never been even a
semblance of budgeting, Nevertheless,
for the information of hon. Membhers
I am setting out data relating to
capital expenditure and profit or loss
in respect of thirty public corpora-
tions for 1964-65 (each corporation
retaining its own financial year).

Proposed Profit (before
Capital Tax) or Loss
Expenditure
(in Rs. M.) (in Rs. M)
328 Profit 2.7
ST Profit 06
2.0 Profit 05
1.5 Prafit 0 R
14 Profit 0.6
0.2 Profit 0.6
13.7 Profit 2.2
0.9 Profit 0 4
15 Profit 0.02
57 Profit 0.2
3.0 Profit 2 a

el L .
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(Mr. P. G. B. Keuneman—Second
Colombo Central)

That must be by charging Rs. 5
per pound !

od @ie 5. 8. cvell

(Qserrar serfG erar. erih. QuUCTTT)

(The Hon. Dr. N. M. Perera)

No. Those are mainly the liquor
profits.

clCuny wenm, 1964-65

ep;é)a&g@ emnc 35y 6?_35. [+ 8¢
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(OLréi Qaredlsr gy
Q58 abn-sd 5T )

(Dr. Colvin R. de Silva—Dehiwala-Mt.
Lavinia)

Watered profits !

19 Soeur—

Bewl]d® B5IE ehDCes

1632
—eedx B8 Bud®

ad @3@35:& QnyY., 99, csedsh

(Qzorres sarpE erer. erip. QUGTIT)

(The Hon. Dr. N. M. Perera)

This is the Sri Lanka Sugar
Corporation.

T, ¢8EnEyol Qwm (227

CINGAR)

(8 @- o fi sellisi—en PsCar: e )

(Mr. A. Amirthalingam—Vaddukkod-
dai)

You must call it the Sri Lanka
Liquor Corporation.

ob @mde duY. 8. czelh
(Qaorres serff erer. erb. QuGrrr)
(The Hon. Dr. N. M. Perera)

Proposed Profit (before
Capital Tax) or Loss
Name of Corporation Expenditure
(in Rs. M.) (in Rs. M.)
12. Ceylon Engineering Corporation .. A Profit 0.05
13. Ceylon Minzral Sands Corporation 1.5 Loss 0.2
14. Paranthan Chemical Corporation 0.6 Loss 04
15. Ceylon Steel Corporation 34.3 Not in production
16. Ceylon Tyre and Tube Corporatlon 12.7 Not in production
17. Ceylon State Hardware Corporation 4.6 Not in production
18. Ceylon Hardboard Corporation 6.0 Not in production
19. Ceylon State Flour Milling Corpo- b
ration 8.6 Not in production
20. Ceylon Petroleum Corporation (re-
finery project included) 19.5 Profit 30.0
of which I have appropriated Rs. 15 million.
21. Ceylon Fertilizer Corporation 2.5 Profit 2.3
22. Milk Board o 2.8 Loss 1.3
23. Ceylon State Plantations Corpora-
ra.on S 2.0 No information
given about
profit or loss
24. Gal Oya Board 38.2 No information
_ given about
profit or loss
25. Ceylon Transport Board 25.6 Profit 1.6
26. Ceylon Port Cargo Corporation 1.0 Loss 2.0
27. Co-operative Wholesale Estab-
lishment 4.5 Profit 2.0
28. Bank of Ceylon 159 Profit 9.0
29. People’s Bank 0.5 Profit 3.5
30. Ceylon Insurance Corporation 0.5 Profit 4.3
Digitized by Noolaham Found&h? 61.0
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That means, in 1964-65 there will be
a total capital expenditure of
Rs. 237.5 million with a profit of
Rs. 61 million, all told.

The Treasury has not had the time
or the personnel to have these figures
examined closely. Quite frankly I
am not disposed to accept these
figures without a full and proper
examination.

One of the principal matters which
I propose undertaking in the next
financial year is a reform of the
financial organization and manage-
ment of Government corporations.
Government corporations with finan-
cial autonomy were set up with the
objective of providing the industrial
and commercial undertakings of
Government with the flexibility re-
quired for their efficient operation,
thus freeing them from the financial
and administrative regulations of
Government which apply to normal
departments. The experience of the
past several years provide ample
indications that this autonomy has
had many undesirable consequences.
While financial flexibility has cer-
tainly been achieved, the absence of
an adequate system of financial
organization and procedure is a
conspicuous feature of the majority
of State corporations. In some cases
there would appear to be an absence
of any kind of systematic accounting
or budgetary control without which
there could be no effective imple-
mentation of a production plan.
Information with regard to the
finances of corporations is at present
not available on a systematic and
regular basis whether for the infor-
mation of the public and of Parlia-
ment or for purposes of formulating
Government financial policy.

There is no uniformity even in
respect of the method of financing
of Government corporations. While
some ecorporations are finaneed by
outright grants, others are financed
by loans carrying interest ; yet some
others are financed partly by Gov-
‘ernment grants and partly by

1964 48 30
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uniformity in financing would
naturally not be conducive to
uniformity in accounting.

With a view to correcting these
deficiencies, I have decided to create
within the Treasury a unit which
will keep the finances of State cor-
porations under constant surveillance.
This unit will be assisted by a team
of commercial accountants who will
act as financial advisers to the cor-
porations. One of the first tasks of
th's unit will be to work out a uni-
form scheme of financial, adminis-
trative and accounting procedures
which will apply to all industrial and
commercial corporations.

All Government corporations will
be required, in future, to submit
annual budgets of revenue, expen-
diture and production for Treasury
approval, and no major departure
from these budgets will be per-
mitted except with the sanction of
the Treasury. The production -budgets
of the corporations will also be under
the surveillance of the Department of
National Planning.

There is a case of one corporation
which had invested the money that
we gave on Treasury Bills; it had
made money on the Treasury Bills of
Government !

EDHOBY D

(4@@ Q& eurineor )
(Mr. Keuneman)

The others might follow !

@& gl Y. 8. escidh
(G zer ey .-."-5;51):?(&5?@ GTG0T . GTiD- @Lr@ﬂ'ﬂ'r)
(The Hon. Dr. N. M. Perera)

Apart from the question of the
financial reform of Government cor-
porations, the Government is also
examining the general question of the
management of corporations, in parti-
cular, the system of appointing diree-
tors to corporations. In a private
company; directors play a logical role
as the representatives of the share-
holders and are generally responsible
for the formulation of policy. How-

Government loans. THiS */lack o6f™ Fever,onin Government corporations

fg | aavanaham.org
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where there are no private share-
holders, the role of directors appears
to be rather r.ebulous, particularly
since the formulation of policy in
relation to corporations is principally
a matter for the Government. The
absence of suitable persons with
commercial and industrial expertise
also poses a problem in the appoint-
ment of directors. In these circum-
stances, the Government has been
compelled to appoint as directors
Government executives who are
called upon to discharge such fun-
otions in addition to their normal
duties. Quite often as not such
Government directors are not in a
position to devote sufficient time to
corporation matters. As an alternative
to the present system of appointing
boards of directors, the Government
is considering the question of appoint-
ing Advisory Councils to corporations
wherever it is practicable to do so.
These Advisory Councils will be
composed of workers’ representatives
and persons with expert knowledge
on the specialized problems affecting
the different corporations. Each cor-
poration will, thus, be in the charge
of a General Manager who will
function under the general and
specific directions of the Minister
concerned. Instead of a board of
directors he will have a democrati-
cally elected Advisory Council of
workers and other employees, in-
cluding the technical staff. Such a
measure, while correcting some of the
deficiencies of the present system,
would also provide for a greater
degree of workers’ participation in the
management of socialized under-
takings.

All State corporations will be re-
quired, in future, to pay both income
tax on their profits and import
duties on their imported materials,
irrespective of legal provisions
granting relief from such taxes in the
statutes of particular corporations.
The appropriation of the net profits
after tax will be determined by the
Treasury giving due regard to the
requirements of national develop-
ment, workers’ welfare and the ex-
pansion of the particular industrial
unit.

BDewldm 0535 ©&e5Cw
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The White Paper which has been
tabled before Parliament—I presume
all hon. Members have got copies—is
a review of foreign economic aid uti-
lized by Ceylon for the period 1950 to
30th September 1963, and the offers
of aid accepted up to the 30th June
1964. This review completes the sur-
vey of economic aid that was given
in the White Paper which was
presented with the Budget for 1962
and the statement of foreign aid that
was made in the Budget speech last
year. You will find in this review a
fairly comprehensive survey of the
various forms of economic aid and
technical assistance made available
to Ceylon by different -countries,
international organizations and
foreign agencies. On behalf of the
Government, I wish to thank these
countries and organizations for their
generosity and to record our warm
appreciation of their interest in cur
country’s welfare. :

For many years there has been a
general complaint that the machinery
for negotiation, channelling and uti-
lization of foreign aid was not effec-
tive enough to make the best use of
these offers of assistance. Last year,
my predecessor in office promised a
reorganization of the Foreign Aid
division of the Treasury for the
better utilization of aid. I am glad to
be able to record that this reorgani-
zation was speedily effected and that
the amount of aid negotiated and
allocated to projects has more than
doubled the amounts of any previous
year, and that the targets of utiliza-
tion set out in the 1963-64 Budget of
Rs. 175 million will be reached before
the year is out.

I propose to outline the position .
with regard to foreign aid since the
last Budget was presented and set out
briefly the proposals with regard to
the utilization of aid in the coming
year. It will not be possible within
this brief statement to recount in de-
tail the generous assistance that is
being made available by individual
countries and organizations, and if
in this outline an immediate distinc-
tioh 'might appear to be drawn by
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reference to some countries or
organizations and omission of others,
it must be said that nothing could be
further from my intention. You will
find on page 1 of the Estimates a state-
ment of the aid that has already been
allocated to projects in the 1964-65
Budget in accordance with agree-
ments with donor countries and inter-
national agencies. You will also find
that footnotes in the printed Esti-
mates indicate against each project
the country financing the project
and the extent of that assistance.

Since the last Budget was
presented, the Government of Canada
has very generously undertaken to
provide Ceylon with a gift of a
modern airport terminal building and
a runway at Katunayake that will be
able to receive the largest jet liners.
The total costs of this construction
including ' foreign and local costs
which are estimated at present at
Rs. 24 million will be met by Canada.
Canadian engineers have already
started working on the preliminaries
connected with the construction and
a sum of Rs. 16 million has been in-

cluded for expenditure in the year
1964-65.

The development of the airport is a
project of great importance to our
economy but one which we could not
hitherto undertake on account of the
difficulties of our foreign exchange
situation. Within two years, it is ex-
pected that a most modern airport
will be standing at Katunayake as a
fitting introduction to Canadian gene-
rosity in Ceylon. Canada also agreed
to grant approximately 9.5 million
rupees worth of flour and 2.35 million
rupees worth of equipment this year.
It is expected that Rs. 20 million in
the coming year will be utilized out
of a Canadian loan for the construc-
tion work on the Maskeliya hydro-
electric project as against Rs. 7
million this year.

Australian grants of aid will con-
tinue to be used to finance the Rice
Research Station at Peradeniya, the
establishment of chest clinics and
the Institute of Hygiene.

4— b5 19632 (64/7)
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A loan from Britain will be utilized
to the extent of Rs. 6 million this
year to finance the foreign costs of
the Greater Colombo Telecommuni-
cation Development.

The Government of China very
generously came to the assistance of
Ceylon by granting under economic
aid Rs. 20 million worth of Chinese
textiles this year when we were in
need of textiles caused by import
difficulties. A good part of this con-
signment has already arrived. China
has also agreed to supply a further
Rs. 5 million worth of textile machi-
nery this year for the Pugoda Mill.
In addition to this, China has under-
taken to supply Rs. 3 million worth
of power looms to Ceylon. Some of
the power looms have arrived and
Chinese technicians are now setting
up this machinery at Kurunegala. In
view of the difficulties of foreign ex-
change, China agreed to supply
Rs. 13.5 million worth of rice as a
special concession on a loan agree-
ment which is meant for the provision
of capital goods. These loans carried
interest payments and several instal-
ments of this interest amounting to
about 1 million rupees had been paid
by Ceylon. In recognition of the fact
that the payment of interest can be a
crippling burden on developing coun-
tries, the Government of China, on
its own initiative, established a mile-
stone in the history of foreign aid by
treating the interest paid as return of
capital and by stipulating that the
Chinese loans would be free of
interest. I am glad that I had the good
fortune to be a signatory to that
historic agreement within the first
few days of my assumption of office
as Finance Minister. The Chinese
gesture shows a sympathetic under-
standing of the problems of develop-
ing countries and I am sure before
long their example will be emulated
by others.

The Chinese Government has
agreed to a further supply of rolling
stock, for the Ceylon Government
Railway, worth Rs. 17.8 million. Of
this, rolling stock worth Rs. 12.9 will
be delivered in the course of the
coming financial year.
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An International Conference Hall
has been one of the more urgent
needs of Ceylon in view of the in-
creasing demand for Ceylon as a
venuz of international conferences.
This project had to be postponed on
account of the difficulties of foreign
exchange. The Government of China
has undertaken to provide the build-
ing materials and the technical assis-
tance for this project to serve as a
memorial to the late Premier, the
Hon. S. W. R. D. Bandaranaike.
Chinese architects and engineers are
expected to arrive shortly and work
will start in the new financial year.
It is expected that Rs. 3 million will
be spent on this project out of an
anticipated expenditure of about
Rs. 17 million. The Government of
China has also offered on loan a fur-
ther 30,000 tons of rice estimated to
cost about Rs. 144 million to be
supplied this year.

Rs. 2.5 million will be drawn on the
line of credit from Czechoslovakia
for the supply and erection of tile
factories and for the supply of other
plant and equipment. If negotiations
now afoot with Czechoslovakia for
the undertaking of important pro-
jects are brought to a successful con-
clusion this year, there will be a
considerable increase in the utiliza-
tion of this line of credit. A contract
was signed with a French firm with
credit terms for deferred payment at
46 per cent interest for the imple-
mentation of the Kandy Water
Supply Scheme. Rs. 3.3 million of
foreign exchange will be utilized on
_this project this year. Rs. 1.6 million
on equipment for the development
of the Port of Colombo, an additional
Rs. 14.2 million for the expansion of
the Kankesanturai Cement Factory
and the supply of equipment and
plant for the Puttalam Cement
Factorv, will be utilized thig year
from the loan given by the Federal
Republic of Germany.

~ Poland will supply Rs. 3.5 million
worth of plant and equipment for the
Hardware Corporation which is ex-
pected to go into production in the
new financial year. Equipment for
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the construction of the Flour Mill
which is being financed from 2a line
of credit from the U. S. S. R. has
already arrived in Ceylon and it is
expected that Rs. 3.5 million will be
utilized for this project this year.
There will be a further drawing of
Rs. 8.3 million on the U. S. S. R. line
of credit on the Steel Corporation be-
sides additional utilization of these
facilities for the Tyre Corporation,
the Cold Strrage Plant for the pre-
servation of fruits and vegetables and
other items of development that are
under negotiation with the U.S.S.R.

Rs. 14.3 million of loans from the
International Bank for Reconstruc-
tion and Development which had
been earlier negotiated will be utiliz-
ed for work on the Hydro-Electric
Scheme, Stage 2A, Hydro-Electric
Scheme, Stage 2B, and the Second
Thermal Set, Grandpass Steam
Station.

Programmes of technical assistance,
including training for Ceylonese
abroad and at home, and for obtain-
ing the services of experts from
abroad have been settled for imple-
mentation this year in consultation
with the appropriate authorities
under the Colombo Plan, the United
Nations Technical Assistance Scheme

and those of the Specialized Agencies.

An additional Rs. 1.8 million will
be spent by the U. N. this year in the
continuation of work on the Small-
Industries Service Institute and the
Forest Pre-investment Survey.

A request was made late last year
to the United Nations Special Fund
for a survey of the irrigation and
hydro potential of the Mahaweli-
ganga basin for the development qf
the dry zone. The proiect is esti-
mated to cost about 5 million rupees
in foreign exchange to be contributed
by the Special Fund and Rs. 4 million
in local counterpart funds. The
Special Fund has already notified the
Ceylon Government of its approval
of the project and will spend the
equivalent of Rs. 1.6 million on it
this year. Two further important
requests for which assistance has
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been sought from the U. N. Special
Fund and on which preliminary
investigations have been undertaken
are a survey of the resources of fish
in and around Ceylon and the
establishment of a College of Higher
Technology. It is hoped that the
U. N. Special Fund’s assistance in
these projects will be given with the
same promptness with which the
request for the Mahaweli-ganga
Survey was accepted.

We have succeeded 1n our nego-
tiations for aid to allocate 175 million
rupees for utilization before 30th
September 1964. Of this sum, Rs. 39
million will be grants and Rs. 136
million from loans. We continue to
receive very encouraging offers of
assistance and on the basis of our
present negotiations we have already
allocated, in consultation witlh donor
countries and institutions, Rs. 128.6
million for specific projects and about
Rs. 23.6 million for purchase of com-
modities, materials and stores in
1964-65 to bring the total sum
allocated for 1964-65 to Rs. 152
million. Of this, 50 million rupees
will be in grants.

On the basis of our negotiations we
can confidently set apart a further 73
million ruvees to be allocated and
utilized before the end of Sentember
1965 bringing the total amount of aid
allocated for 1964-65 to the figure of
Rs. 225 million.

TuE ForElIGN EXCHANGE BUDGET

the Foreign

I now come to
Exchange Budget.

In a developing economy faced
with adverse terms of trade and a
low level of foreign exchange
reserves, the planned allocation of
foreign exchange resources among
alternative uses assumes special
significance. In such an economy, the
Foreign Exchange Budget becomes an
indisnensab'e instrument for limiting
the demand for foreign exchange to
the available supoly and of ensuring
an optimum utilization of foreign
exchange for develooment and con-
sumpotion on the basis of national
priorities. The need for ‘a strict
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implementation of the Foreign
Exchange Budget has become all the
more important in the context of the
continuing deterioration of the
foreign exchange situation this year,

In the last Budget it was esti-
mated that the amount of foreign
exchange available for imports in
1964 after meeting all invisible pay-
ments and international obligations,
i.e. repayment of loans, remittance
of profits, repatriation of capital,
freight and insurance, foreign travel
etc., would be about Rs. 1,763 million.
It was stated that if the expenditure
on imports was limited to Rs. 1,763
million, the country’s external
assets at the end of the year would
be the same as that at the beginning
of the year. The unforeseen increase
in the world prices of sugar, rice,
flour and fertilizer towards the last
quarter of 1963 and the slow move-
ment of exports in December 1963
and January 1964 as a result of the
port strike, however, caused a sudden
and sharp decline in the country’s
external assets. The country’s
external assets (net of sterling loans
sinking funds) which were Rs. 463
million in October 1963 declined to
%364293 million at the end of January

These unfavourable developments
led to a revision of the Foreign
Exchange Budget in February 1964.
The revisel Foreign Exchang»
Buiget for 1964 proviled for an
expenliture of Rs. 1,846 million to
ensure the import of the same
volume of rice, flour, sugar, and
fertilizer as had been envisaged
earlier as well as to provide for

reasonable import quotas to the
private trade sector. The revised
estimate of the total foreion

exchange ovtlav on imports for 1964
was Rs. 83 million more than the
original estimate. An ad-itional
Rs. 167 million was required for
increased payments for rice, flour
ani1 sugar on account of the higher
prices of these gonds. In the case
of sn7ar, in particu'sr, the original
estimate of Rs. 106 million for
200 0NN tons was inereased to Rs. 214
millinn. Reductions to the extent of
Rs. 84 millinn were effected in res-
nect of other imported commodities.
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The revised Foreign Exchange i i
Budget is expected to result in a Eeatn Ohtlans T

decline of about Rs. 50 million in Exchange Budget, the Government

the country’s external assets by the introduced the following measures:
end of 1964.

(a) More effective utilization of foreign aid.

(b) Withdrawal of the basic holiday ration of £ 150 plus cost of passage available to persons
going abroad once in seven years.

(¢) Withdrawal of all facilities for business travel except for travel undertaken In
connection with the promotion of export markets for industrial goods.

(d) Withholding of the additional quotas for specified durable consumer goods provided for

in the original Budget and a reduction in the quotas of certain other less essential
private sector imports.

(e) Widening of the scope of import control.

(f) Postponement of the imports of Government departments and corporations not urgently
required for development work or for the supply of essential services.

' The details of the import allocations according to the revised Foreign Exchange
Budget for 1964 are as follows:

Exchange allocation for 1964
Rs. Million
(A) Unlicensed import sector

(a) Food Commissioner’s imports of rice, flour, sugar and subsidiary
foodstuffs 625

(b) Government departments’ direct imports other than food, e.g.,
Government Stores, Civil Medical Stores and purchases of other
Government departments including Railway, Electrical Department,

ete. e SR

(c) Open General Licence imports of the private sector, e.g., subsidiary
foodstuffs like potatoes, onions, chillies, milk foods and dairy

products, drugs and pharmaceuticals : 9245
1,020
(B) Licensed Import Sector

(a) Fuel and Petroleum products N |1
(b) Fertilizer 70
(¢) C. W. E. monopoly imports: dried fish, cummin seed, ete. wil N80

(d) State Corporations’ imports (direct and through private trade) and
Government departments’ imports through private trade 85

(¢) Manufacturing Industries: Imports of mar:hinery and raw materials
by State and private enterprises excluding texfiles vonne LSO

(f) Direct user imports, i.e., export agencies, local authorities, edncational
institutions, tea and rubber industry and other direct user importers 40

(g) Trade e B0

———

826

—
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These figures show that the value
of imports under licensed control
constitutes about 45 per cent of the
country’s total imports. In the un-
licensed sector, the bulk of imports
are those of the Government. The
Open General Licence imports of the
private sector amount only to about
13 per cent of the total imports. It
1s necessary to point out that it was
with the object of preventing any
interruption in normal supplies that
the Government decided against
bringing imports of subsidiary food-
stuffs, dairy products, drugs and
pharmaceuticals under licence con-
trol. There is reason to believe,
however, that this concession granted
to the private sector hag been abused
by unscrupulous traders who have
made the open general licence
system a means of making illegal
remittances out of the country. It
would also appear that there has
taken place an over-importation of
foodstuffs like potatoes and chillies
in the first half of this year.

In the licensed import sector,
private trade has already been
granted in the first half of 1964
import quotas to the value of about
70 per cent of the annual allocation
provided in the Foreign Exchange
Budget. In the case of certain items
like textiles, however, the full
annual allocation has already been
granted. The liberal import alloca-
tion granted for textiles this year
was supplemented by a gift of
textiles to the value of about Rs. 20
million from the People’s Republic
of China.

'_Indust'ries

In the case of manufacturing indus-
tries, the value of import quotas re-
leased to them in the period October
1962 to December 1963 for imports of
machinery and raw materials was
Rs. 234 million. The value of licences
issued for the calendar year 1963 was
Rs. 210 million. Of this allocation,
licences totalling about Rs. 25 million
had not been utilized during the year
1963 and they were therefore revali-
dated for 1964. In actual fact, there-
fore, the industrial sector had con-
sumed about Rs. 185 millionief foreign
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exchange for the import of machinery
and industrial raw materials in 1963.
It is estimated that, of this amount,
Rs. 35 million had been spent on
machinery and the balance Rs. 150
million on industrial raw materials.

The total value of import licences
issued to manufacturing industries in
the first half of this year amounts to
Rs. 172 million made up of Rs. 142
million for industrial raw materials
and Rs. 30 million for machinery. The
actual allocation for manufacturing
industries, therefore, exceeds the ori-
ginal estimate of the Foreign Ex-
change Budget by Rs. 42 million. This
increase is mainly due to the revali-
dation of 1963 import licences for 1964
and the grant of additional quotas to
meet the requirements of State cor-
porations. In view of the unprece-
dented rise in world prices of food-
stuffs and fertilizer and the conseqent
heavy demand on the country’s limi-
ted foreign exchange resources, it was
considered necessary to impose res-
trictions on the industrial and trade
sectors of the country. A beginning
has already been made to effect eco-
nomies in the utilization of exchange
for raw material imports by formu-
lating a scheme of national priorities
for industry.

In the past, due to the great reluc-
tance of the capitalists of this country
to embark on any type of industrial
venture, both the M. E. P. and the
S. L. F. P. Governments were com-
pelled to stimulate development ir-
respective of any scheme of priorities.
The time has now arrived to make a
critical reappraisal of Government
policy with regard to industrial
development in the private sector.
In the past, when foreign ex-
change was more readily avail-
able and when there were no
restrictions on imports from abroad,
private sector industrial projects were
liberally approved and granted gene-
rous quotas for the import of machi-
nery and raw materials. While this
may have been to some extent un-
avoidable in the first stages of indus-
trialization, it nevertheless resulted in
a haphazard and lopsided pattern of
industrial development. In the present
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context of the acute shortage of
foreign exchange, such a haphazard
process of development cannot be al-
lowed to continue. We have to eva-
luate every stage of our development
so that we can move from stage to
stage making the maximum use of
our resources and providing the basic
requirements for further progress. In
fact, one of the principal objectives of
the Coalition Government is to im-
plement a programme of national
planning in respect of the country’s
industrial development. Such a pro-
gramme is now being worked out and
all allocations of raw materials and
machinery for the private sector in-
dustries will, in future, be in accor-
datce with the priorities set out in
this programme.

The following are the principal ele-
ments of the new industrial policy :

(1) There will be a scheme of
national priorities under which
some of the existing industries will
be encouraged while some others
will be discouraged. While such a
scheme of priorities will, no doubt,
lead to the under utilization of the
existing capacity of some industries
and may even result in losses to
p-aticular industrialists, it is,
1 evertheless, a measure that must
lbe taken in the national interest. In
working out a scheme of priorities,
such factors as the present or poten-
tial availability of local raw mate-
rials, the costs of production and
the relative contributions to eco-
nomic growth would be given due
consideration.

(2) At present, the import con-
tent of local industrial production
is comparatively high. While the
high import content may be alto-
gether unavoidable in the early
stages of industrialization, it is,
nevertheless, necessary to gear the
industrialization programme to a
conscious plan of reducing the
import raw material content over a
period of years. At present, there
are several industries which are
producing a large quantity of non-
essential consumer goods, the im-
ports of which have been banned by
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Government. There would appear
to be little purpose in these import
bans if the local production of sub-
stitutes is permitted on the basis of
free raw material imports. Import
restrictions for encouraging infant
industries require careful thought
as to their wviability. We cannot
allow every person who has a whim
or fancy to start a new industry
irrespective of the needs of the
country as a whole.

(3) At present, there is no control
over the quality or the price of
local products. While the State has
given all encouragement to local
industries by way of tax incentives
and protection from foreign compe-
tition, certain private industrialists
have not been slow to exploit the
consumer by producing goods of
low quality and limited durability.
Such low quality production is not
always due to poorer skills. Often,
it is a result of a deliberate policy
on the part of manufacturers.
Immediate steps will be taken to set
up machinery for adequate quality
control of local products. Similarly
the question of excessive profit mar-
gins on local products has also to
be examined. A scheme of price
control of local industrial products
has become inevitable. In such a
scheme, the burden of ensuring
maximum retail prices will fall
squarely on the manufacturers.

(4) A programme of implementa-
tion will be an integral element of
the new industrial policy. For this
purpose, all private industries will
be required to have monthly tarJets
of production and the Departments
of Industries and of Planning would
keep a constant watch to ensure
that these targets are achieved. The
grant of import quotas will be
geared to the implementation of
these targets. Within an industry,
firms which produce faster, more
efficiently and sell cheaper will be
given preference in the allocation
of raw material quotas.

The Ministry of Industries is now
working out a scheme of priorities for
private manufacturing industries with
theohelp of the Treasury, the
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National Planning Department, Im-
port Control Department and the Eco-
nomics Department of the University
of Ceylon. In any case, the actual ex-
change allocation for this sector in the
first half of this year alone has ex-
ceeded the foreign exchange budget
allocation for the whole year, and
compares well with the allocation for
1963. The Government will be able to
release additional quotas to this
sector (the foreign exchange situation

. permitting) only after the priorities

are worked out. Hon. Members will
no doubt agree with me that I cannot
allow unlimited foreign exchange to
private industries when we are cut-
ting down even on essential imports
of textiles, motor vehicles, tyres and
tubes. I have decided further to set
apart a special reserve of foreign ex-
change to be utilized for imports
where the locally manufactured goods
fall short of the country’s require-
ments either in respect of quantity or
quality—matches, tyres and tubes and
even elctric bulbs.

o, @& SwiQ» .
emE® 8D YY)

(8w Ce. i ewei gor—OsrapoL)s
Os5@ pFOrd IYnsH ST )

(Mr, J. R. Jayewardene—First Colombo
South)

Chocolates.
od @ade Y. 2. cuedd

(Qzorres seor e erer. erib. QuGrrr)

(The Hon. Dr. N. M. Perera)

In regard to confectioneries there is
over-production.

As for the Trade sector, import
quotas for the second half of the year

(ezex

- will be released immediately after the

Budget for essential imports like
tyres and tubes, motor spares, mamo-
ties, tea chests, chemicals, building
materials and machinery. The amount
of the quotas will of course depend
on the country’s foreign exchange
situation.

1965 Quotas

The total foreign exchange avail-
able for imports in 1965 is estimated
at Rs. 1,800 million. Of this, however,
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about Rs. 175 million would be for
tied imports of machinery and equip-
ment under various foreign loan and
aid agreements between the Govern-
ment of Ceylon and the Governments
of foreign countries. Thus, the total
foreign exchange available for untied
imports would, therefore, be about
Rs. 1,625 million. Although the total
foreign exchange available for im-
than in 1964, it should be noted that
than in 1964, it should be noted that
the prices of the country’s essential
food imports like flour and sugar are
expected to be somewhat lower in
1965. This would mean that the ex-
change allocation for imports other
than food would actually be larger
than in 1964. On the other hand, im-
port quotas to the trade sector will
have to be reduced in the case of cer-
tain imports in view of the antici-
pated increase in local production. It
is still premature to work out alloca-
tions of the foreign exchange budget
for various sectors for the year 1965.
This would be done by the Foreign
Exchange Committee within the next
few months in consultation with the
Ministries of Industries, Agriculture
Internal and External Trade and the
Department of National Planning ;
and the import quotas for 1965 will be
announced towards the latter part of
this year.

Subsidiary Foodstuffs

I would like to mention, however,
that the Government is seriously
perturbed about the abnormal in-
crease in the country’s import of sub-
sidiary foodstuffs such as potatoes,
chillies, green gram and Bombay
onions in recent months. The follow-
ing figures indicate the percentage in-
crease in the import volume of cer-
tain open general licence foodstuffs
in the first five months of 1964 as
compared with the first five months
of 1963 : —

Palm sugar (jaggery)
Meat extracts and prepara-

432 per cent

tions e B9D “
Skimmed milk Smn i) -
Natural honey =l D o
Cereal preparations 257 %
Cummin Seed 230 ,,

Coriandern .. 196 3
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Green gram 193 per cent

Chick Peas i 98 ,,
Potatoes o 60 0
Vegetable ghee S k. L) -
Chillies seprradg »
Bombay onions o »
Maize S | ”
Malted milk cat | oD

”

This unusually large inerease in the
volume of imports in the first five
months of 1964 cannot be explained
by the increase in consumption. In
fact, it seems to indicate that these
imports have been made not so much
to meet local requirements as (o
remit money out of Ceylon. In view
of this situation, the Government has
decided to put an end to the open
general licences system and to bring
all imports under licence control.
This measure would not only prevent
over-importation of foodstuffs but
also put an end to the wide-spread
exchange malpractices. In the case of
chillies, green gram, Bombay onions,
and potatoes, the Government has
decided to keep the imports in 1965
at the 1963 level. This is being
done not only to conserve foreign ex-
change, but also to stimulate local
production. The value of imports in
1963 of milk foods was Rs. 70 millicn,
potatoes Rs. 26 million, Bombay
onions Rs. 20 million, chillies Rs. 38
million,, green gram Rs. 5 million and
maize Rs. 1 million. The country is
not in a position to spend foreign ex-
change on the import of foodstuffs
which could be locally produced with-
out much difficulty. To continue to
import these food items which can
with a little effort be easily grown in
Ceylon is inexcusable when so much
capital goods need to be imported for
industrial development.

In order to stimulate local produc-
tion of these crops the Government
has decided to take the following
steps:

(a) Increase in the guaranteed
prices as follows :

Dried Chillies (Tuticorin
variety) from Rs. 168 to Rs.
252 per cwt. and dried
chillies (Vanni variety) from
Rs. 140 to Rs. 196 per ewt:
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Red onions—While the exist
ing guaranteed price of 19
cents per pound for the first
month after harvest will con-
tinue, the guaranteed price
for the subsequant six weeks
would be raised from 21
cents to 25 cents per pound
and thereafter from 23 cents
to 28 cents per pound. The
special guaranteed price paid
to co-operative societies for
onions delivered after the
first of November will be
raised from 26 cents to 31
cents per pound.

Bombay onions—The guar-
anteed price of 25 cents to be
raised to 29 cents per pound.

Potatoes—The existing
guaranteed price of 25 cents
per pound to be raised to 30

cents.

Maize—The guaranteed
price of Rs. 17 per cwt. to
Ra 10

(b) Increase in the commission
paid to co-operative societies
for purchasing these food
crops. In the case of chillies
from 2 cents to 3 cents per
pound, green gram to Rs. 2.24
per cwt. and maize from 70
cents to Rs. 1.12 per cwt.

(¢) Supply of subsidized fertilisers
for the cultivation of these
Crops.

(d) Supply of subsidized seed for
the cultivation of chillies and
Bombay onions.

(e) Supply of credit under Govern-
ment loan schemes and by
State—owned banks.

Apart from these measures, it has
also been decided to stop completely
the import of certain inessential food-
stuffs now imported under open gene-
ral licence like natural honey, green
gram and cereal preparations.

With regard to milk foods, the
Government will be making special
efforts not only to increase the coun-
try’siomilk production- but also fto
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establish a condensed milk factory
before the end of this financial year.
Further, it has been decided that the
Milk Board and the State Trading
Corporation should handle a good
part of the imports of milk foods to
the country.

- In order to implement the foreign
exchange budget more effectively the
Government has decided to bring all
imports of Government departments
and corporations also under licensed
control. As these imports are not
under licensed control at present, it
is not possible even to make an esti-
mate of foreign exchange payments
for such imports.

I should like to draw the attention
of hon. Members to exchange mal-
practices of the import traders of this
country. In the absence of socialist
discipline, every conceivable device
is being used by capitalists and anti-
social elements to thwart Govern-
ment’s policy of securing a reason-
able level of foreign exchange. Racke-
teering in exchange is a glorious
pastime of a large number of capita-
lists. A good deal of time, energy
and resources of Government is spent
in tracking down these people who
are unrivalled in their ingenuity and
crookedness. Had we not been
saddled with these disabilities, our
exchange position would certainly
have not been as bad as it is now. It
will not be possible to put an end to
such malpractices so long as the
anti-social elements control the im-
port trade of this country. It is the
intention of Government to eliminate
such malpractices by the establish-
ment of the State Trading Corpora-

tion as soon as possible.

Apart from these measures,
Government has decided to take fur-
ther steps to conserve foreign

exchange by restricting foreign ex-
change payments for purposes other
than imports.

Exchange Control Policy

As I have already mentioned,
certain measures were taken in the
early part of this yearote areduce
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foreign exchange payments for pur-
poses connected with travel abroad.
The most important among these
measures was the withdrawal of all
facilities for travel abroad on holi-
day. In view of the further deterio-
ration of the foreign exchange situa-
tion, it has become necessary to limit -
foreign exchange payments to the
barest minimum. The position, in
future, with regard to travel abroad
and other exchange facilities will
basically be as follows :—

1. Education

- Travel abroad for education will,
in future, be allowed only in respect
of courses of study which are not
available in Ceylon and which have
to be accorded a high priority in the
national interest. @ Accent will be
on scientific and technological train-
ing which caters to the growing needs
of industry both in the public and
private sectors. In the academic
sphere, only post-graduate and
specialized studies of a scientific and
technical nature will be permitted.
I have already stopped the release
of exchange for general studies lead-
ing to first degrees in medicine,
engineering and accountancy which
had hitherto been permitted. These
courses of study are now available
in Ceylon and cannot any longer
qualify for exchange for study
abroad. Exchange for industrial and
technological training will be
permitted only for persons who are
sent abroad by an institution or who
have a reasonable assurance of
obtaining appropriate employment
which would make use of their
training on return to Ceylon.

2. Business Travel

In accordance with a decision made
by my predecessor, exchange for
business travel will be allowed only
in respect of travel undertaken in
connection with the exploration of
markets for new industrial products.

3. Medical Treatment Abroad

Travel abroad for treatment
willigontinue to be allowed where
adequate facilities for treatment are
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not available in Ceylon. But, un-
like in the past, recommendations
from private practitioners will not
be accepted unless they are endorsed
by the Director, Health Services, ex-
cept, however, in very urgent cases
where the immediate removal of the
patient is necessary.

4. Migration

While the present allowances to
migrants as at time of departure will
continue, certain restrictions on sub-
sequent income remittances will be
introduced.

5. Pilgrimage

At present, facilities are available
for any person to go abroad on a
pilgrimage once in his lifetime. It
has been noticed that since the
facility for holiday travel was with-
drawn in the early part of this year,
travel on pilgrimage has more than
doubled, particularly to Europe.
While the continuation of this facility,
particularly when it is being abused,
has little justification in the present
circumstances of exchange austerity,
I am, nevertheles, reluctant to take
a measure which might affect the
religious susceptibilities of the
people. However, I appeal to all
patriotic citizens to put the national
interest before everything else and
to refrain from making pilgrimages
abroad till the foreign exchange
situation improves.

B emmE 383 @d. ¢ B
(QLréi Qarevelear . 1 Feveur)
(Dr. Colvin R. de Silva)

Find the local road to heaven'!

o @ne Y. 8. cveld
(Osorrar soTHE erar. et QUGCTIT)
(The Hon. Dr. N. M. Perera)

6. Furlough Leave

All facilities available to non-
nationals for travel abroad on fur-
lough leave will be suspended: tillithe
foreign exchange situatioil improves.
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7. Remittance abroad of profits
interest and dividends

Hitherto, the remittance abroad of
profits, interest and dividends, has
been freely permitted. The total of
such remittances in 1963 amounted
to about Rs. 70 million. Considering
the present critical position of the
country’s foreign exchange reserves,
I have decided to declare a morato-
rium on all remittances of profits,
dividends, interest and other invest-
ment income for a period of one year
in the first instance. =~ When the ex-
ternal assets position improves, it
would be possible to reconsider this
decision.

8. Transfer of Capital

At present, non-nationals on leaving
the country for good are allowed to
transfer their assets up to a maximum
amount of Rs. 250,000 as at the time
of departure. The balance of their
assets is allowed to be transferred
in subsequent annual instalments of
Rs. 25,000. In view of the present
circumstances, I regret that it is no
longer possible to allow such a liberal
policy to continue. I have, therefore,
decided that until further notice non-
nationals who have been employed
in Ceylon will be allowed to transfer
assets representing only their retire-
ment funds and a reasonable amount
of savings, provided that, in the
aggregate, the amount that may be
transferred shall not  exceed
Rs. 150,000 for the non-Indian group
and Rs. 75,000 for the Indian group.
In the case of others who have been
in business in Ceylon, only the capi-
tal originally brought into Ceylon by
them plus a reasonable amount of

savings will be allowed. Here, too,
the aggregate amount shall not ex-
ceed Rs. 150,000 for the non-Indian
group and Rs. 75,000 for the Indian
group. No subsequent annual ins-
talments will be allowed. I have
also decided to increase the rate of
foreign exchange tax on the transfer
of capital to 20 per cent. Retirement
funds, however, will continue to be
exempt from this tax.
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9. Interest on Balances maintained
abroad

Certain  business houses and
indivduals are known to have foreign
exchange balances abroad. They
will, in future, be required to repat-
riate to Ceylon these balances or an
appropriate sum of interest in respect
of such balances.

10. Amendments to the Exchange
Control Act

Certain amendments to the
Exchange Control Act with a view
to preventing frauds and malpractices
in foreign exchange have been
under consideration by Government.
These amendments are now being
finalized and a Bill will be placed
before the House shortly. The pro-
posed legislation will provide for
more effective checks on the black-
marketing of foreign exchange, par-
ticularly in connexion with the
tourist trade. The unauthorized
possession of foreign currency will
be made an offence. No money-
changers other than commercial
banks and leading hotels will be per-
mitted. The legislation will also
provide for payment of rewards to
informers and to officers responsible
for the detection of offences under
the Act, and for heavy penalties to
be imposed on offenders.

It is also proposed to amend the
import control legislation to empower
the Controller of Imports to punish
importers guilty of import and ex-
change malpractices by withholding
import quotas or by cancelling import
licences.

TAXATION
I now come to taxation.
Direct TAXES

With regard to taxation, one of my
principal objectives is to ensure the
effective administration of all taxes
which are in force at present, parti-
cularly the taxes which are adminis-
tered by the Inland Revenue Depart-
ment. Taxes which are not imple-
mented effectively not only cause
harm to the economy but’ aiso have
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an inequitable impact on the tax-
paying pubu.lc, quite contrary to the
expressed equity objectives of such
taxes. It is no secret that tax evasion
and avoidance have = assumed
substantial proportions today, parti-
cularly with regard to Income Tax.
This is partly due to the fact that
the Inland Revenue Department has
not been adapted to conform to the
changing patterns of production and
income distribution in the rapidly
changing economy. Apart from this,
the Inland Revenue Department had
also been burdened with the imple-
mentation of hastily conceived taxes
which had subsequently to be with-
drawn. Even now, the Inland
Revenue Department is concerned
with the winding up of several
defunct taxes such as the Registration
of Business and Professions Tax, the
National Development Tax, the Tax
on Company Share Capital, the Sales
Tax, the Rice Ration Book Tax,
Surtax and the Land Tax.

In this connection, I must refer to
the reforms of a fundamental
character which were introduced by
myv predecessor in office. Two of the
basic changes introduced by him were
the s.mplification of Income Tax,
particularly the abolition of the
minimum rates and the quotient
system and the introduction of a
Business Turnover Tax. My prede-
cessor had also commenced a reform
of the system of Inland Revenue
administration, particularly through
the opening of branch offices. A
scheme of Inland Revenue Inspectors
has also been approved and recruit-
ment will be made shortly. While
carrying forward and consolidating
these reforms, aimed at simplifying
and tightening up the tax adminis-
tration, I am introducing certain
proposals in order to implement the

socialist programme of the Coalition
Government.

(a) Tax Evasion

My first proposal refers to tax
evasion. The figures of currency
in circulation indicate that
in eurreney natea of higaarp denamin-
ation, are being hoarded. In addition
gold gems and jewellerv are also
heing, accumulated on a large scale.
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These large hoards are undoubtedly
related to massive tax evasion. I wish
to give a chance to all hoarders to
declare their hidden assets fully and
to obtain the free use of such
resources after paying a tax of 33 1/3
per cent of the value of such assets
to the Government. No questions
will be asked as to how this wealth
was accumulated and no names will
be divulged. For this purpose, time
is allowed till the 31st of December
1964, for every hoarder to make a
declaration of the total cash and
other valuables in his possession
which do not correspond with his
declared  income  for income
tax purposes. The savings in the form
of cash or jewellery of those people
who have made a true declaration of
their income in the past as well as
of those in low income groups will
not naturally be affected by this
proposal. Every person who avails
himself of this amnesty will have
the benefit of not having to pay any
penalty or not having any legal
action taken against him for the
making of a false return. Effective
steps will be taken from the 1st of
January 1965 to bring to book all
persons who have failed to take
advantage of this offer, and severe
penalties will be imposed on them.
And I have various means at my
disposal to carry that into effect.

(b) Income Tax Relief
The introduction in 1961 of the
National Development Tax which
Family

1. Individual

9. Individual with one child or
dependsnt

3. Married couple (or individual
with 2 children or depen-

dants)

4. Married couple with 1 child
or dependant (or indivi-

dual with 3 children er
dependants)

BHewldm 9535 eHBDCw

Present Rates

First slab of Rs. 4,000 at
15 per cent.

TFirst slab of Rs. 5,500 at
15 per cent.

First slab of Rs. 7,000 at
15 per cent.

Tirst slab of Rs. 8,500 at
15 per cent.

per cent.
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was levied at a flat rate of 4 per cent
on all income of over Rs. 300 a month
and which was subsequently incor-
porated into the structure of income
tax led to an unduly heavy burden
at the relatively lower levels of in-

come, particularly in the case of
employees. But with the reforms of
income tax in the last year’s Budget,
this burden was considerably reduced
particularly on account of the aboli-
tion of the 3 per cent and 4 per cent
minimum tax rates which had
affected about 28,000 taxpayers. The
tax free allowance of Rs. 500 granted
last year in respect of incomes from
employment and self-employment
was also a measure of considerable
relief to the lower income groups.
However, the continuation of the
initial rate of 15 per cent still left a
certain amount of hardship, parti-
cularly in the case of persons who
are just outside the exemption limit.
With a view to granting some relief
at this level, I propose to introduce
a new slab which will be taxed at a
reduced rate of 5 per cent. The new
slab of 5 per cent will be uniformly
of Rs. 1,000 to all taxpayers irres-
pective of family -circumstances
provided the total assessable income
does not exceed Rs. 15,000. As at
present, there will continue to be a
variable slab at 15 per cent, but this
will be in such cases the second slab.
These proposed changes as compared
with the present rates may be shown
as follows:

Proposed Rates
First slab of Rs. 1,000 at 5 per

cent. |

Second slab of Rs. 3,000 at 15 per
cent.

First slab of Rs. 1,000 at 5 per
cent.

Second slab of Rs. 4,500 at 15 per
cent.

First slab of Rs. 1,000 at 5 per
cent.

Second slab of Rs. 6,000 at 15 per
cent.

First slab of Rs. 1,000 at 5 per
cent.

Second slab ef Rs. 7,600 at 15
per cent.
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Family

. Married couple with 2 children
or dependents (or indivi-
dual with 4 children or
dependants)

&n

6. Married couple with 3 children
or dependants

-1

. Married couple with 4 children
or dependants

Under the proposed scheme, every
taxpayer who is entitled to this con-
cession will be granted relief in a
sum of Rs. 100 irrespective of the size
of his income or of his family cir-
cumstances. Thus a person whose
total tax at present is Rs. 150 would
pay only Rs. 50 as tax in future.
Equally, a person whose tax is
Rs. 1,000 would pay Rs. 900. It will,
therefore, be seen that substantial
relief is granted to those in the lower
income groups.

A revenue loss of Rs. 3% million is
expected as a result of the implemen-
tation of the new scheme which will
be brought into effect immediately,
that is, in the current assessment
year 1964-65.

(¢) Tax treatment of Replanting Sub-
sidies

Since their inception the replanting
subsidies granted by Government in
respect of tea, rubber and coconut
have not been treated as income for
purposes of tax. On the other hand,
all expenditure on replanting,
whether obtained by way of subsidy
or not, is allowed as a deduction in
the calculation of taxable income.
For example, let us assume that an
individual has a private income of
Rs. 10,000 and he receives from
Government, in addition, a sum of
Rs. 3,750 as a replanting subsidy.
Although his total income is Rs. 13,750
under the present tax system his
total income is treated as being only

"~ Rs. 10.000. Further, when he spends

this Rs. 3,750 on replanting, he is
allowed to deduct it from his in-
come, so that, in effect, his taxable
income is reduced to Rs. 6,250. This
procedure not only enables @ person

1064 @& 30

Present Rates

First slab of Rs. 10,000 at
15 per cent.

First slab of Rs. 11,600 at
15 per cent.

First slab of Rs. 13,000 at
15 per cent.
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Proposed Rates

First slab of Rs. 1,000 at 5 per
cent.

Second slab of Rs. 9,000 at 15 per
cent.

First slab of Rs. 1,000 at 5 per
cent.

Balance at 15 per cent.
First slab of Rs. 1,000 at 5 per
cent.

Balance at 15 per cent.

to replant his property at State ex-
pense, but also enables him to obtain
an additional tax rebate in doing so.
To give a sum of Rs. 3,750 (which is
the present rate of subsidy per acre
of tea), tax free to a person whose
maximum rate of tax is 80 per cent
is, in fact, equivalent to giving him
a taxable sum of Rs. 18,750. If the
maximum rate of tax is less than 80
per cent., the equivalent taxable sum
will be correspondingly less. To
exempt the replanting subsidy from
tax is, therefore, to grant a double
subsidy—one of a fixed quantum to
all recipients and the other of a
variable quantum which is more
beneficial to the higher income
classes. .This is one of the glaring
anomalies in the present system of in-
come taxation and is not based on
any equitable principle of taxation.
Therefore, I propose to withdraw the
exemption of replanting subsidies
from taxable income.

The gain to revenue from this
measure is estimated to be Rs. 6
million a year, but this change will
be with effect from the assessment
year 1965-66.

(d) Limit of Tax Payable

Under the present legislation, the
total amount of tax that can be
levied on any taxpayer in respect of
both Income Tax and Wealth Tax
cannot exceed 8% per cent of his

taxable income. I propose to abolish
this limit since it serves to defeat
the ultimate purpose of progressive
income and wealth taxation.
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(e) Wealth Tax

I propose to make three important
changes with regard to the Wealth
Tax:

(i) The first one relates to charit-
able institutions. It has been brought
to my notice that a large number of
Buddhist temples which are exempt
from income tax have been called
upon to pay Wealth Tax in respect

y of property other than the place of
{ worship. This would appear to have
| caused

considerable hardship in
several cases. I, therefore, propose to
raise the exemption limit for

| wealth tax in respect of charitable

institutions from the present level of
Rs. 20,000 to Rs. 100,000. This will be
a retrospective measure so that where
assessments have been made, such
assessments will be cancelled. This
will take effect from the year of
assessment 1959-60—the year in
which the Wealth Tax was intro-
duced. The loss to revenue from this
measure is estimated to be approxi-
mately Rs. 50,000 a year.

(ii) Apart from this measure, I also
propose to change the present struc-
ture of Wealth Tax rates. The
existing rates of Wealth Tax are as
follows :

" On the first Rs. 800,000 of taxable
wealth 3 per cent.

On the next Rs. 1,000,000 of taxable
wealth 1 per cent.

On the balance 2 per cent.

The present position is that a per-
son whose wealth exceeds Rs. 100,000
is liable to tax on his entire wealth
at rates commencing with half per
cent and going up to 2 per cent,
Whereas formerly the exemption
limit for Wealth Tax was Rs. 200.000
the reduction of the taxable limit
to Rs. 100,000 was consequent to the
repeal of the Land Tax which did not
provide for any exemption where land
exceeded the specified acreage. This
has resulted in a heavy burden on
those whose wealth is slightly in ex-
cess of Rs. 100,000. I, therefore, pro-
pose to exempt the first Rs. 100,000 of
wealth in every case and to revise the
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rates of tax to make good the loss of
revenue resulting from this exemp-
tion. Apart from this, the present
rates of tax cannot result in either
a redistribution of the wealth or a
more effective use of the wealth in
the hands of the very wealthy people
of this country. The highest rate of
Wealth Tax will, therefore, be raised
to b per cent in the case of those
whose wealth exceeds Rs. 3,000,000.
The proposed rates of Wealth Tax are
as follows :

First Rs. 100,000 of taxable wealth—Nil

Next Rs. 100,000 of taxable wealth
5 per cent.

Next Rs. 100,000 of taxable wealth
2 per cent.

Next Rs. 350,000 of taxable wealth
1 per cent.

Next Rs. 350,000 of taxable wealth
13 per cent.

Next Rs. 1,000,000 of taxable wealth
2 per cent.

Next Rs. 1,000,000 of taxable wealth
3 per cent.

Balance 5 per cent.

The increase in revenue from this
proposal is approximately Rs. 4.5
million. '

(iii) Wealth Tax is levied on the
total wealth owned by individuals
which includes the value of shares
in companies which are held by such
individuals. In consequence, com-
panies are not liable to Wealth Tax.
However, an anomalous situation
exists with regard to the wealth re-
presented by the shares of sterling
companies. These shares are not pro-
perty situated in Ceylon, and except
in the isolated cases of Ceylonese
shareholders, the entire value of these
shares escape Wealth Tax though the
property which is represented by
them, consisting largely of agricul-
tural estates, is immovable property
situated in Ceylon.

Since 1932, there has been a provi-
sion to levy an additional rate of in-
come tax on the incomes of such com-
panies, consequent on these shares
escaping Estate Duty. The present
rate of this tax, which is in leu
of Estate Duty, is 6 per cent of
the taxable income of non-resident
corpaiies.
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The taxation of these companies
has not been reviewed after the im-
position of a levy of 10 per cent of
to remedy this situation by the im-
position of a levy of 10 per cent. of
income as tax in lieu of Wealth Tax
on the non-resident companies which
own immovable property situated in
Ceylon. In order to avoid the inci-
dence of any double taxation where
the wealth of an individual who is
assessed to Wealth Tax consists of
any part representing the value of the
shares of a non-resident company,
suitable relief will be granted, taking
into account the tax in lieu of Wealth
Tax levied on the company itself. The
additional revenue from this tax is
expected to be Rs. 7 million.

(f) House Property Tax

Apart from the increases I have
proposed in respect of Wealth Tax
I am also introducing a special tax
in respect of house property. Wealth
held in the form of house property,
particularly in urban areas, is a sub-
stantial source of income to landlords.
Landlordism extends from the owner-
ship of mansions in Colombo 7 at the
one end to the ownership of slums
in Slave Island and Grandpass at the
other. The income derived by land-
lords from their tenants in the majo-
rity of cases is not only exorbitant
but also not related to any productive
function on their part. The burden
of rents which in most cases are very
much above the controlled rents has
resulted in increasing the cost of
living of the urban dwellers. It is
also necessary to note that the growth
of landlordism has in no small way
been due to the liberal finances for
house building which had been pro-
vided by previous Governments. I,
therefore, propose to introduce a
scheme which is intended to put an
end to landlordism as far as house
properties are concerned. Under the
proposed scheme each tax payer will
be entitled to one residence for his
personal use irrespective of value.
Apart from this, house property to
the value of| Rs. 100,000 will be
exempt in the hands of every tax
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payer. All house property over and
above this will be subject to a penal
rate of 10 per cent of the value of
such property. The details of this
scheme will be announced later as
the new scheme will come into opera-
tion only on first April, 1965.

8. cuC O ¥whon O (DYBC)

(Bm e QFarer s i an—au 5 ST )

(Mr. D. Shelton Jayasinghe—Wattala)

Hon. Member for Wellawatta-
Galkissa, Wellawatte residents are
finished !

e»OsI .

(&m. Qseriver)

(Mr. Keuneman)

Is it on the annual value ?

adl @8 D5y, DO. cweld
(Qzorreu smerf§ erer. orid. QUCTTT)
(The Hon. Dr. N. M. Perera)

No, on the value of the property.

053 .
(B . Qaerer)
(Mr. Keuneman)

10 per cent of the value of the
property ?

o @i Y. DO, cuedd
(Qsarres sorfG erer. eriv. GQUGTTT)

(The Hon. Dr. N. M. Perera)

Yes. The details of the scheme
will be announced later as the new
scheme will come into operation only
on 1st April, 1965. I will tell you
why.

I anticipate that as a result of this
penal tax, a large number of house
properties will come on to the
market. The Government will take
appropriate action either for the
purchase of such properties or to
arrange for their purchase by the
present tenants on an easy scheme of
rent purchase. Any property pur-
chased by the Government will be
paid for generally in the form of
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interest bearing Government securi-
ties but there will be provision to

pay the entire sum or part in cash in
individual cases of hardship.

The introduction of the new scheme
will be accompanied by the extension
of the Rent Control Act to all houses
which are free from rent control now.
I need not emphasize that every effort
will be made towards a rigid enforce-
ment of this law. This is not a
revenue measure but an effort to
divert investment from real property
 to productive industries.

(g) Special Provisions for Payment
of Company Tax

| The present procedure of the

assessor accepting the company’s
income return and thereafter issuing
an assessment fixing due dates for
payment of tax has the effect of
delaying revenue collection from a
class of taxpayers who would have
already provided in their accounts
for the payment of tax on the profits
of each accounting year. Many
countries adopt the principle of self-
assessment, thereby requiring that
the tax should be paid at the time
the return is made without waiting
for an assessment. As the tax
computations of all companies are
prepared by their accountants or tax
advicers, there is no reason why the
income returned by them should not
be in accordance with the provisions
of the law, and the need for revising
the computation should not arise
unless there is an issue in dispute.
Accordingly, companies will be
required to pay their tax along with
the income tax returns.

As companies have different
accounting dates, for example, 30th
June, 30th September, 31st December
and 31st March, the dates on which
returns are to be made and tax paid
will be in the following manner :

(1) Companies, corporations and
like bodies whose accounting
years end on or before 30th
of June in the year preceding
the year of assessment are
required to make, their

RNewd B 0535 VeRBACw
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returns and to pay the tax
on or before the 15th of

October of that year of
assessment.

(2) Companies whose accounting
years end on a day after the
30th of June and on or before
the 30th of September in the
year preceding the year of
assessment—on or before the
31st ‘of October of that year
of assessment.

(3) Companies whose accounting
year ends after 30th of
September and on or before
the 31st of December in the
year preceding the year of
assessment are required to
make their returns and to
pay the tax on or before the
30th of November in the case
of resident companies and

- on or before the 3lst of
December in the case of
non-resident companies.

(4) Companies whose accounting
year ends after 3lst of
December and on or before
the 31st of March in the year
preceding the year of assess-
ment—on or before the 28th
of February of that year of
assessment.

In any case, where the assessor
computes at a later date, tax at a
higher amount than the tax origi-
nally paid, such additional tax will
be payable with a further penalty of
5 per cent corresponding to the
automatic penalty which is added for
tax which is not paid on/ the due date.

In this connection, provision will
be made for the company to obtain
the departmental view on any issue
that is in doubt as regards the
exclusion or inclusion of an amount
in its computation of income. The
company could thereafter decide to
pay the tax in accordance with the
department’s view or not and there-
after contest the issue in appeal
where an assessment, is made. In
such a case, if tax is found ultimately
to'be due, the 5 per cent automatic
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penalty would be added to the tax
and the company required to pay the
additional tax and penalty.

(h) Tax Treatment of Travelling
expenses

The present procedure relating to
tax treatment of travelling expenses,
which was introduced in 1962, has
been found to be extremely compli-
cated, leading to an excessive amount
of work on the part of both assessors
and the taxpayers. According to this
.procedure, travelling expenses have
to be calculated in accordance
with the rates prescribed in the
Financial Regulations. These rates
vary according to such factors as the
weight of the car and the salary of
the official concerned. It is surpris-
ing that a scheme which had been
found to be unworkable even as far
as the Government Service was
concerned and which is now being
revised should have been applied to
taxpayers in general. The amending
Bill will provide a simple procedure
for the calculation of travelling
expenses while, at the same time,
ensuring that there would be no
unfair advantage accruing to any
particular class of taxpayers. Under
this scheme, all travelling expenses
within the island actually incurred
in the production of income will be
allowed. Depreciation in respect of
all vehicles used for travelling will
be disallowed. Travelling allowances
paid to employees will be allowed to
the employer as at present, but in
the case of employees, all travelling
allowances in excess of Rs. 1,200 per
annum will be treated as income.

(i) Appeals

Since 1962, every appeal against
an assessment of income tax has had
to ¢arry an uncancelled stamp to the
value of Rs. 10. This sum is returnable
if the appeal is not frivolous. Ex-
perience has shown that this proce-
dure involves a substantial amount
‘of administrative work in ensuring
the safe custody of stamps, record-
ing the receipt of the stamp and
making any refund at a subsequent
date. As against this, any advantage
arising from this ,scheme, .S
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negligble. The proposed Inland
Revenue Bill does away with this
requirement.

(j) Exempt Dividends

In the case of undertakings which
enjoy an income tax holiday, there
is a corresponding exemption of the

dividends declared by such under-

takings. This exemption has the
effect of inducing very high divi-
dend declarations, thereby retarding
the ploughing back of profits for
future development. I, therefore,
propose in respecti of undertakings
enjoying an income tax holiday, to
limit the tax free declaration of divi-
dends to 10 per cent of the paid-up
capital. Where any company dis-
tributes a dividend in excess of 10
per cent, then it would forfeit the
exemption of profits as well as of
dividends to which it is entitled
under the existing provisions.

(k) Development Rebates.

Capital formation in the private
sector is encouraged by the relief
granted to approved investments
under Section 69 of the Inland
Revenue Act and the five year tax
holiday under Section 6 of the same
Act. This relief together with the
exemption of dividends up to 10 per
cent from personal income tax are
sufficient incentives for the promo-
tion of development and should
provide adequate capital for this
purpose. In addition, a development
rebate in respect of new investments
in plant and machinery is available
at a general rate of 20 per cent and
a special rate oi 40 per cent for
approved undertakings. A 40 per
cent rebate is also allowed in respect
of investments in machinery and
dwelling houses by agricultural
undertakings. Having reviewed the
entire situation relating to tax
incentives, I have decided to with-
draw the special development rebate
of 40 per cent which is enjoyed by
approved projects and by agricul-
tural undertakings. In ' future, the
development rebate will be at a
uniform rate of 20 per cent to all
industrial and agricultural under-
takings.
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(I) Authorized Representatives

Under the present Inland Revenue
Act, Chartered Accountants are not
entitled to be authorized represent-
atives of taxpayers except with the
approval of the Commissioner of
Inland Revenue. Such approval is
not required in respect of Advocates
and Proctors. I propose to extend
this privilege to practising members
of the Institute of Chartered
Accountants of Ceylon and to their
employees who are members of that
Institute. In the case of other
accountants, the present scheme of
approval will continue.

(m) Tax Holiday for Industrial
Undertakings
At present, all new industrial

undertakings qualify for a five year
tax holiday if they satisfy the
conditions laid down in Section 6 (i)
(ii) of the Inland Revenue Act. No
reference is made to the contribution
expected from each undertaking to
the country’s economic development.
The grant of tax holiday on such a
wide basis may have been justified
at the time when tax holidays were
first introduced. But the time has
now arrived when this tax holiday
should be given only on a very select-
jve basis to those industries which,
apart from requiring to be accorded
the highest priority in the national
interest, involve a greater degree of
risk than is usual. Therefore, in
future, the tax holiday will be given
only to those industrial undertakings
which are approved by the Minister
of Industries with the concurrence of
the Minister of Finance.

I shall be presenting to this House
shortly a Bill to amend the Inland
Revenue Act of 1963 incorporating
all these provosals which I have
announced today. This Amending
Bill will also incorporate the propo-
sals of the 1963 Budget which have
not yet come into force.

(n) Tax Arrears

I have observed that there is a
considerable amount of arrears 1of
tax in default which has still kol be
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collected. There are also a number
of appeals outstanding in big cases
where tax is in default. There
is difficulty in the collection
of this tax, as taxpayers have their
investments in property. In order to
facilitate the collection of tax in
these cases and in view of the higher
rates of Wealth Tax which will be
effective as from the year of assess-
ment 1964-65, I propose to give
wider powers to the Commissioner of
Inland Revenue so that properties
may be acquired and vested in the
Crown in payment of tax.

CustoMms DUTIES

1. Increase in Import Duties on
Petroleum Products

I propose to increase the import
duty on petroleum products as
follows: —

Petrol, Super by 12 cents per gallon
Petrol, Regular by 10 cents per gallon
Kerosene Oil by 10 cents per gallon
Auto Diesel Oil by 7 cents per gallon
Heavy Diesel Oil by 7 cents per gallon
Furnace Oil by 1 cent per gallon
Lubricants by 20 cents per gallon

These increases to import duty will
be completely absorbed by the
Ceylon Petroleum Corporation and
will not be passed on to the con-
sumer. The main purpose in increas-
ing these import duties is to absorb
to the Government revenue the
discounts enjoyed by the Ceylon
Petroleum Corporation from its
present suppliers. To continue to
include such discounts which are, in
fact. given to the Government of
Ceylon as profits of the Corporation
is to present a false picture of the
Corporation’s finances. The gain to
Government revenue will be about

Rs. 15 million.

9. Export Duty on Precious Stones

No export duty is levied on
precious stones exported out of
Cevlon at present. In 1963 about
157.538 carats of precious stones and
semi-nrecious stones valued at
R= 3.6 million had been exported.
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I propose to levy an export duty of
5 per cent on the value or preclous
stones exported. This is likely to
result in a gain to the Goverament
revenue of about Rs. 200,000. I am
introducing tais export duty not so
much for reveaue considerations as
for rectifying an anomaly in the
Customs Ordinance. At present the
Customs officials are obliged to
appraise an export article only if it
carries an export duty. As precious
stones anl gsemi-precious stones
carried no export duty hitherto,
there was no obligation on the part
of the Customs officials to appraise
their value. This will set the matter
right.

3. Tax on heavy oil motor vehicles

I have received numerous com-
plaints that the heavy oil vehicles
tax which was doubled in May 1963
is causing hardship to lorry owners.
This tax is levied irrespective of the
amount of income earned by a lorry.
It is also known that some lorry
owners avoid the payment of tax by
obtaining non-user certificates in
respect of lorries which however
continue to be used for transporta-
tion.

In these circumstances, 1 have
decided with effect from 1st January
1965 to abolish the heavy oil motor
vehicles tax. I cannot do that earlier
because I have to make certain
atiustments. The revenue lost from
this source will be recouped by an
aoorovoriate increase in the import
dnutv on anitomotive diesel. Arrange-
mente will be made to alleviate any
hardship that mav be caused by this
measure to fishermen who use
machanized boats by means of a tax
rehate or a subsidv. or to any other
persnns who need some sort of
rebate,

4 Tnr on Tea

The duty on tea is now levied in
twn parts—a soecific duty of 35
cants per pound levied at the point of
exnort bv the Customs, and an ad
valnrem duty of 50 per cent. of the
excecs of the price fotched at the
auctions over the fldor“priceociot
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Rs. 1.85 per pound up to a maximum
of 70 cents per pound. Tnis metnod
of collecting duty on tea nas led to
a number of abuses. There is reason
to believe that the country has lost
several millions in foreign excnange
and in revenue as a result of this
scheme. Apart from the deliberate
evasion of tax by the export of
quality tea on lower grade samples,
the duty has had the effect of
stimulating quantity at the expense
of quality. In the long run this is
not in the interests of the country.
The future of Ceylon tea is bound
up with the quality of our product.
Our good quality teas will always
find a market and will fetch a good
price. Our endeavour should be to
encourage quality at the expense, if
necessary, of quantity. The scheme of
duties must therefore be designed to
achieve this objective. I propose,
therefore, to introduce a new scheme
which will have the following
features. The export duty will
continue to be levied at a fixed rate
of 35 cents per pound on all teas.
Teas which are not sold at the
Colombo auctions but which are
shipped for sale at the London
auctions, will pay an extra 10 cents
per pouni. This consists mainlv of
hich quality tea which could afford
to pay the extra levy.

The ad walorem tax will be
abolished and in its place an acreage
tax will be levied on all estates over
100 acres in extent. The exemption
limit of 100 acres would avoid the
imposition of an adiitional burden
on smallholders whose teas do not
generally pay ad walorem tax at
present. The acreage tax will be
levied on a differential basis: a
higher rate being paidl by estates
classified as producing ‘ High
Grown ” tea and a lower rate being
pail by estates that produce
“ Medium Grown” and1 “Low
Grown ” teas. The rate provosed is
Rs. 310 per acre on Hich Grown tea
and Rs. 60 per acre on Medinum and
Low Grown teas. This dfferential
rate is proovosed because the averacge
price of High Grown teas has been
e~naistentlv higher than that of the
Medinm and Low Grown teas. As
thedaverage price of Medium Grown
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and Low Grown teas is about the
same, one rate of tax has been sug-
gested for both categories.

This acreage tax will be payable
in monthly or quarterly instalments
and will be collected from the
estates.

The proposed scheme has several
advantages:

(1) Unlike the ad valorem scheme
of duty, the new system will
not discourage the produc-
tion of high grade teas. On
the contrary, as the acreage
tax is a fixed amount, estates
will have every incentive to
produce better quality teas.

(2) Administrative arrangements
for collecting the acreage
tax will be relatively simple.
Particulars relating to the
ownership and acreage of
estates over 100 acres in
extent have been statutorily
registered in the Tea Con-
trol Department under the
Tea Control Act, and this
data will be used as the
basis for the levy of the
proposed Acreage Tax.

There may be a few estates
situated in the ‘High’ elevation
category whose tea fetches an
average price lower than the average
price of ‘Medium Grown’ or ‘Low
Grown ’ tea, and, conversely, there
may be a few estates in the low
country and mid counftry districts
whose teas fetch an average price
above the ¢High Grown’ average.
Provision will be made in the
legislation to meet such cases.

I estimate that under this scheme
the revenue from export duty and
acreage tax would be Rs. 240 million.
This is nearly Rs. 25 million more
than the actual collections in 1962-
63 and Rs. 12 million more than the
estimate for 1964-65 based on the ad
valorem scheme.
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Revision of Customs Duties
Although it was my intention

originally to make a complete revi-
sion of the customs duties on a
scientific basis before the Budget, I
must confess I did not have sufficient
time to do so. But the work in con-
nection with this revision is going
on at present and it will be completed
in the near future with the arrival
of an international expert on cus-
toms duty. It is my intention to
rectify all the anomalies in the cus-
toms duties and to simplify the
existing structure.

I had the intention originally of
removing the import duties on drugs
and pharmaceuticals in order to bring
down their prices to the consumer,
but as the import and wholesale dis-
tribution of drugs and pharmaceuti-
cals are in the hands of private
traders I am doubtful about the bene-
fit of this removal of import duty
being passed on to the consumer.
Therefore, I have decided for the
present not to remove the duty on
drugs and pharmaceuticals but to do
so when the State Trading Corpora-
tion takes over the import of these
goods.

OTtuER REVENUE MEASURES

1. Tax on Advertisement Income of
Newspapers

Income from commercial advertise-
ments is a major source of profit to
daily newspapers. In fact it can
be said to be an important contribu-
tory factor in the growth of news-
paper monopolies in Ceylon. From
a social point of view, income from
advertisements is a non-productive
category of income tantamount to the
subsidization of newspapers by com-
mercial interests. In order to syphon
off a part of this surplus income I
propose to levy a tax of 33 1/3 per
cent. on the revenue from advertise-
ments in excess of 20 per cent of the
printed column space of newspapers.
This will apply to all daily news-
papers including Sunday editions. In
calculating the 20 per cent limit,
classified advertisements relating to
domestic and social announcements,
such ' “as obituary and marriage
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notices, and announcements of public
meetings and other cultural events,
will be excluded.

1 (a). Philatelic Bureau and Special
Stamp Issues

The Government proposes to
establish a Philatelic Bureau with
effect from January 1965 in order to
promote philatelic sales in Ceylon
and abroad. This institution will
carry out similar functions as that
of a post office in selling stamps. At
the same time, it will provide special
facilities for postal franking, sale of
first-day covers and sale of sets of
different denominations of special
issues.

In order to promote philatelic sales
the Government proposes to issue
sets of stamps of different denomina-
tions as in other countries. These
will be sold as complete blocks of
stamps for the total value of all the
stamps in the set. Under this scheme,
for instance, stamps of the denomi-
nation of 5 cents, 15 cents, 60 cents
and 75 cents will appear as one block
of four stamps. As a first step the
Government proposes to issue with-
in a month or two a set of four
stamps depicting Ceylon birds, ie.,
the jungle fowl, black-headed oriole,
peacock and the kingfisher. These
specially printed stamps would be
sold through the Philatelic Bureau.
It is expected that the additional re-
venue collected on account of this
measure would be about Rs. 1
million.

2. Sale of Motor Cars

The purchase and sale of second-
hand cars has become a profitable
business in Ceylon in recent years,
particularly after the import ban.
Most of the businessmen who operate
these car sales evade ingome,tax, The
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Government is, therefore, introduc-
ing legislation to compel dealers of
second-hand cars other than car im-
porters to register with the Commis-
sioner of Motor Traffic and in addi-
tion to pay an annual licence fee of
Rs. 1,000.

In the last Budget the Government
introduced a tax on the sale of new
cars imported to Ceylon under special
terms and conditions after the ban
on the import of cars. I regret to
inform the House that despite this
tax a large number of motor cars
imported under special terms are be-
ing sold in the local market at fan-
tastic prices and the proceeds are
often repatriated abroad. If this is
allowed to continue further, it will
result in defeating the Government’s
policy of conserving  foreign
exchange. The Government has,
therefore, decided that all cars im-
ported under special terms should be
sold only to the Government Stores.
The Government Stores would pay
these car-owners a reasonable price
taking into account the c.if. price
of the vehicle and the depreciation.
The cars purchased by the Govern-
ment Stores will either be required
for Government use or will be sold
by public auction. Thus, foreign
personnel will not be able to make
unconscionable profits by the sale of
motor cars in Ceylon. Any resident
in Ceylon who uses or purchases a
car after a specified date, imported
duty free by a foreign person in
Ceylon, would be committing an
nffence. Appropriate legislation will
be introduced in the House to give
effect to this shortly.

3. Toddy tapping

The Government has decided to
allow, on permit, tapping of coconut
trees for toddy in all areas of Ceylon
outside a radius of 10 miles of the
existing toddy taverns, and of 5 miles
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of any village where trees are tapped
for arrack distilleries. The permits
will be issued freely but a fee of
Rs. 15 per tree would be charged.
Tapping of trees for toddy—

ol ¥ BVSewT
(Osorres oymssseni QHT)
(An hon. Member)

Is it per year?

ad adka O, 28, exvedd
(Qazorres sarflE G167 erib. QuGrmm)
(The Hon. Dr. N. M. Perera)

Rs. 15 per tree for one year.

Tapping of trees for toddy within
' a radius of 10 miles of the toddy
tavern will not be permitted as it
would result in a reduction in the
sales and consequently loss of reve-
nue to the Government. This step
is being taken by the Government
mainly with the objective of dis-
couraging illicit distilling of kasippu
and other poisonous alcohol which
have a deleterious effect on the health
of the people. In view of the fact
that the tree tax in the Jaffna Dis-
trict has remained static since its in-
ception in 1935, I also propose to
raise it to Rs. 15 per coconut tree
and per female palmyrah tree, and
Rs. 3.75 per male palmyrah tree.

4. Matches

While the cotrolled price of a box
| of matches is five cents, it is common
knowledge that the consumer 15
charged a higher price by the retail
trader. This is mainly due to the fact
that while the total requirements of
the country are about 35,000 cases per
annum, the local production amounts
to only 30,000 cases. This has natu-
rally resulted in a shortage of
matches and a consequentiincrease in
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price. It is pointed out by the manu-
facturers that they are not in a posi-
tion to increase production to meet

the full requirements of the country
as the profit margin allowed by the

Government is inadequate. The Gov-
ernment has, therefore, decided to
reduce the excise duty on a box of
matches by half a cent to be given as
a rebate to the producers who fulfil
the targets of production specified by
the Minister of Industries. No subs-
tantial loss in revenue is expected
from this measure, but it will benefit
both the producer and the consumer.

5. Cigarette Tobacco

In the past, excise duty on cigarette
tobacco has been raised in units of
Rs. 4 on the assumption that 400 ciga-
rettes are made out of one pound of
tobacco. When the excise duty was
raised by Rs. 4 per pound of tobacco,
it was assumed that the price of a
cigarette would go up by one cent. In
recent vears, however, with the in-
troduction of filter or cork tip ciga-
rettes as well as cigarettes of small
size like the “ Four Aces”, it is esti-
mated that over 450 cigarettes are
made out of one pound of tobacco.
The Government has, therefore,
decided to increase the excise duty
on cigarette tobacco by 50 cents per
pound. The Government expects this
increase in duty to be absorbed com-
pletely by the cigarette companies as
they are producing over 450 cigarettes
from a pound of tobacco. They are
fully capable of absorbing this
amount. It will not be passed on to the
consumer in the form of a higher price
for the cigarettes or to the producer
in the form of lower prices for his
tobacco. If the cigarette companies
attempt to pass this increase of duty
to the consumer or to the producer,
Government will have no alternative
but to control the price of cigarettes.
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The addition to revenue as a result
of the increase of this excise duty
would be Rs. 1.6 million.

6. Teachers’ Pensions

Government servants coming under
the Civil Pension Minute do not make
any contribution towards their pen-
sions : they merely contribute 4 per
cent to the Widows’ and Orphans’
Pension Scheme. On the other hand,
school teachers who are governed by
the School Teachers’ Pension Regu-
lations contribute 4 per cent to the
Pension Scheme and a further 2 per
cent to the Teachers’ Widows’ and
Orphans’ Pension Scheme. The Gov-
ernment has decided to bring contri-
butions made by teachers to the same
level as those made by other pension-
able Government servants. Teachers
will, hereafter, contribute 2 per cent
to the Teachers’ W. & O. P. and 2 per
cent to the Teachers’ Pension Scheme.
The estimated credit of Rs. 5.7 million
to revenue will, therefore, be reduced
to Rs. 2.85 millions. This measure will
benefit about 70,000 teachers.

7. Increase in Wages of lowest paid
category of Government Servants

The lowest paid category of public
servants which includes semi-skilled
and unskilled labour receive an incre-
ment of Rs. 12 per annum (or Re. 1
per mensem) at present. This incre-
ment is quite inadequate to meet the
increasing commitments of this grade
of public servants in the present con-
text. I, therefore, propose to multiply
this rate of increment by two and a
half times so that the minimum an-
nual increment in the Public Service
will be Rs. 30 per annum (or Rs. 2.50
per mensem). This increment will
bring with it a corresponding increase
in the cost-of-living allowance and
rent allowance of about Rs. 18 per
annum (or Rs. 1.50 per’mensem)x The
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gross increase in wages is therefore
likely to be about Rs. 36 per annum
(or Rs. 3 per mensem). The applica-
tion of the new incremental rate will
be in terms of the existing financial
regulations relating to salary conver-
sions. The number of employees to be
benefited by this measure will be
about 90,000. The implementation of
this proposal will cost the Govern-
ment about Rs. 3 million in 1964-65.

8. Bunkering

Since Colombo is a convenient port
of call for ships plying between the
East and the West a large number of
ships touch at Colombo to obtain their
supplies of water and oil. At present,
bunkering oils are not subject to
customs duty. The profits from bun-
kering business are also not subject
to income tax. However, one of the
oil companies doing a comparatively
small volume of bunkering business
has accepted income tax assessment
on its profits and has paid tax thereon.
While the Government of Ceylon has
provided facilities for storage and
pumping of oil to ships at very nomi-
nal rates, no direct revenue benefits
accrue to the Government from this
substantial volume of bunkering busi-
ness which is carried on within the
Port. I propose to examine this matter
further with a view to appropriating
to revenue a reasonable amount of
the profits which have accrued to
petroleum companies from the bun-
kering business. I propose to go back
six years.

9. School Textbooks

It is the Government’s intention to
publish all school text-books by the
end of the next financial year. For the
present only 21 school text-books will
be printed at the Government Prin-
ting Press. That is because the Edu-
cation Department is not yet ready
withrall the text-books. I have been
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assured that the Government Press

- lishing of a much larger number of
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school text-books with the existing
staff and machinery. As a result of
the Government publishing all school
text-books, it will be possible to bring
down the price of these text-books
and provide relief to low and middle
income groups.

10. Travel Facilities School

Children

Government has decided to reduce
the price of concessionary season
tickets to school children between 6
and 12 years of age by 50 per cent.

The cost of this reduction will be
completely absorbed by the Ceylon

Transport Board.

for

11. A Five-day Week for Govern-
ment Servants

In many countries of the world,
particularly in the countries of the
West, some sectors of the economy
work 2 five-day week. It is some-
times argued that a five-day week is

instrinsically wrong in an under-

developed economy where the
emphasis has naturally to be on more
work and still more work. How-
ever, as a practical proposition we
all know that the amount of work
that an office employee can put in on
a Saturday is necessarily limited not

- merely because of the general dis-
' tractions of a social and domestic

nature which pertain to a Saturday,
but also because it is fundamentally

~ difficult to fit in an adequate pro-
~ gramme of work for a half-day when
~ the general principle is to work =2

full day. Apart from these qualifi-
cations, it would also be possible to
work the same hours during a five-
day week as would be done in a five
and a half day week, if the, daily
hours are made a little longer:"Thus;
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instead of working from 9 am. to
4.30 p.m., perhaps if we could start
at 8.45 a.m. and go on till 5 p.m. or
so, we could quite well catch up on
the four hours lost by not working
on a Saturday. Working a five-day
week instead of as at present five
and a half days has also certain other
distinctive advantages both from the
point of view of the employees as
well as the economy at large. From
the point of view of the employee
a whole Saturday off would not only
be less expensive in travelling to
office and back but would also pro-
vide more scope for relaxation or
attending to the domestic chores
such as marketing and shopping.
Two full days off at the end of a
week would certainly be better for
the health of employees and would
mean more time to be spent with
the family. By improving the
morale of the worker an increase in
his efficiency could be achieved by
this means, '

From the national point of view, a
whole Saturday off would be less
foreign exchange spent on the opera-
tion of bus and train services and
less wear and tear on the transport
system in general. These are real
advantages from an economic point
of view. A two-day week-end would
also make it easier to organize
voluntary labour camps which could
help both the office worker as an
individual as well as society in
general.

There is one other advantage with
regard to the five-day week. For
some time now Government has been
considering the feasibility of making
all Poya days holidays. The adop-
tion of a five-day week can, without
much inconvenience to the organiza-
tion of the administration and to

.commerce, be adopted to accommo-

date all Full Moon days. In any
vweekdn which such a Poya day falls,
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the corresponding Saturday could be
treated as a working day unless, of
course, the Poya day happens to be
on a Saturday or a Sunday in which
case no further adjustment is re-
quired. I am sure that such a
measure would be deeply appreciated
by the people of this country at
large, particularly by the peasant
who has traditionally looked upon
the Poya day as a non-working day.
However, the Government does not
wish to make a unilateral decision
on this matter of a five-day week. I
would welcome the comments of
trade unions and other sectors of the
community so that a decision which
" is acceptable to all can be
implemented.

INSTITUTIONAL REFORMS
1. Gemming Corporation

From very early times, Ceylon has
been world-famous for its gems. The
export of gems has been a lucrative
source of revenue to the rulers of
this country.

While gemming continues to be a

prosperous industry, it is difficult to
obtain an accurate assessment of the

value of gems mined owing to the
absence of any authentic statistical
information. However, knowledge-
able gemming circles believe that
about Rs. 100 million worth of gems
are mined annually and passed on to
the trade. Allowing for a small
margin to be retained in the Island
to meet the domestic requirements of
jewellery, the export of gems should
be of the order of about Rs. 90
million. The Customs returns, how-
ever, show that only a relatively
negligible value of gems has been
exported. In 1962, the recorded value
of precious stones exported was
Rs. 3.56 million, and in 1963, Rs. 3.64
million. These figures would indi-
cate that the preponderant, part,of
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gems mined in Ceylon is smuggled
out of this country. It is a well-
known fact that the gemming trade is
the main sphere of blackmarket
operations in foreign exchange in
Ceylon. The loss to Government is
not only in foreign exchange but
also in revenue. In a lucrative trade
of this type, profits are reckoned in
millions, but the levy of income tax
is often not possible in the absence
of proof of income received. More-
over, hoarding in the form of
precious stones is taking place on a
large scale as a method of evading
income tax.

It is the intention of Government
to put an end to all abuses connected
with the gemming industry and con-
vert it into a source of national
wealth. With this end in view, I
propose to establish a State Gemming
Corporation. Crown lands which are
gem mining areas and which are now
being exploited by illicit gemmers
will be vested in this corporation.
The corporation will undertake both

~ the direct mining of gems as well as

leasing out lands to private gem
miners on specified terms and condi-
tions. The corporation will control
the internal and external trade in
gems, thus eliminating smuggling, as
well as ensuring a reasonable return
to the rural gemmer. The corpora-
tion will have the power to levy
licence fees on all gem pits in the
Island and impose taxes on all
traders, brokers, auctioneers, dealers
and lapidarists engaged in the gem-
ming industry. The Gemming Cor-
poration will not only be a fruitful
source of revenue to the Government
but will also be able to eliminate
smuggling of gems and thereby earn
a substantial sum of foreign
exchange to the country. The addi-
tional revenue from this proposal
will be Rs. 10 million.
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2. Control of Managing Agency
Houses

One of the principal objectives of
the Coalition Government, as
announced recently in the Throne
Speech, is to exercise a greater degree
of control over the managing agency
houses whose directorates and
interests are interwoven with those
of the plantation companies and who
enjoy a strong monopolistic position
in the country’s mercantile sector.
The management of tea and rubber

estates is not the only function of the

agency houses. A considerable volume
of their activities relates to shipping,
insurance, produce brokering, money
lending, commission agency work and
import and export business. Available
data indicate that the profits and
commissions collected by the agency
houses run into several million

- rupees. The salaries and other bene-
. fits enjoyed by personnel connected

with the agency houses are far out
of proportion to the general pattern
of the emoluments in the economy.
There would appear to be little eco-
nomic justification for the very large
incomes which accrue to the agency
houses which are purely middlemen
in production and commerece.

Certain allegations of malpractices

' by managing agency houses have also

been brought to the notice of the
Government. Principally, these alle-
gations relate to such factors as: (a)
the rigging of the Colombo tea
auctions and the share market; (b)
fraudulent exchange transactions ;
(c) the purchase and sale of tea and
rubber plantations in a manner which
is motivated not by market conside-
rations but by purely speculative
motives.

~~ There is reason to believe that these
allegations are not without founda-
tion. Activities in the Colombo tea
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auctions and the share market indi-
cate the existence of speculative fac-
tors as well as arbitrary arrange-
ments which are not only detri-
mental to the plantation economy as
such but also of special disadvantage
to Ceylonese estate holdings.

In these circumstances, the Govern-
ment proposes to introduce the
necessary administrative machinery
to exercise a greater degree of control
over the activities of the managing
agency houses, particularly with the
following objectives in mind; (i) re-
ducing their monopolistic position in
the economy ; (it) providing for a
more equitable distribution of income
between producers and middlemen in
the plantation sector ; (iii) conserv-
ing foreign exchange ; (iv) ensuring
that their activities conform to the
national interest.

The proposed legislation will
provide for a Board of Control with
wide powers to examine the books
and to give directives to agency

“houses. This board will also have the

power of appointing directors or
managers to managing agency houses
where it considers it appropriate to
do so, as well as to take over in part
or in full the activities of any manag-
ing agency houses.

3. Sales of Estates abroad

The attention of the Government
has been drawn to the fact that cer-
tain local non-national agency houses
have adopted various legal devices to
prevent the sale of estates situated in
Malaya but owned by companies
registered in Ceylon. If these agency
houses had not acted to prevent these
estates from being sold to foreign
purchasers, Ceylon would have
received considerable sums of money
running into many millions of rupees
in the form of external assets. The
Goyvernment has gone very carefully
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into this matter and examined all
aspects of the case and has decided to
introduce legislation that will enable
the Government to secure the accep-
tance by the agency houses of any
offer made by persons resident abroad:
for any estate situated in Malaya.
This legislation will be used only in
such cases where the sale of assets
abroad is beneficial both to the
private shareholder as well as to the
nation at large.

4. Banking Reforms

One of the promises made by my
predecessor in office was the rationa-
lization of the long-term credit and
savings institutions operating in the
public sector. As a first step in this
direction, the State Mortgage Bank
and the Agricultural and Industrial
Credit Corporation will be amalga-
mated into a new long-term credit
institution entitled the National
Development Bank. The new institu-
tion will have wide powers of pro-
viding loan and equity capital to both
public corporations and private com-
panies. It will operate both in the
industrial and agricultural spheres
and will also have a network of bran-
ches throughout the country. The
National Development Bank will
become an appropriate supplement
to the People’s Bank and the Bank
of Ceylon in the financing of develop-
ment. Legislation to set up this Bank'
is now being finalised and will be
presented to Parliament shortly.
Once the new bank comes into opera-
tion, it is proposed to wind up the
lending activities of the Ceylon
Savings Bank and amalgamate it with
the Poust Office Savings Bank.

Legislation to control the activities
of hire purchase and finance
companies was also proposed in the
last year’s Budget. A Bill for this
purpose has been prepared and will
be placed before this House shortly,
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My predecessor in office had also
initiated an examination of the defi-
ciencies in the supply of credit by the
two State-owned commercial banks.
As a result of this I have found it
possible to put forward certain
schemes which will provide for a
more effective use of these banks in
the mnational interest. The new
schemes are mainly as follows :

(1) A comprehensive bill to amend
the Bank of Ceylon Ordi-
nance so that it will be able
to function satisfactorily as a
nationalized undertaking.
The amending Bill will also
give the Bank of Ceylon the
power of parate execution as
well as the power to do hire
purchase business and pawn
broking.

(2) An amendment to the Mort-
gage Ordinance to exempt
commercial banks from Sec-
tions 46 and 47 of the Mort-
gage Act.

(3) A scheme of providing cheap
credit facilities to exports of
new manufacturers. Under
this scheme export bills re-
lating to the sale of such
manufactured goods will be
discounted at reduced rates
of interest.

(4) An increased supply of equity
capital to mnew industrial
undertakings through the
purchase of shares.

(5) A scheme of credit insurance
to help small businessmen

to obtain loans up to
Rs. 25,000 at low rates of
interest. The proposed

credit insurance fund will be
set up through the participa-
tion of associations or
chambers of businessmen,
the Central Bank, the Bank
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of Ceylon and the People’s
Bank. Legislation to set up
this fund will be introduced
shortly.

(6) All loans to Government
corporations, public servants
and local authorities which
are at present provided by
the Treasury will, in future,
be handled by the Bank of
Ceylon and the People’s
Bank. Loans to small indus-
tries and fishermen provided
by the Rural Development
Department and the Fishe-
ries Department will also be
in future handled by the
commercial banks.

(7) A scheme of providing easy
loans to University students
to finance their studies will
also be made available
through the People’s Bank
and the Bank of Ceylon.
These loans will be repay-
able out of the earnings of
these students when they
complete their studies and
obtain employment.

(8) It is also proposed to introduce
through the Insurance
Corporation a scheme of title
insurance which will facili-
tate the obtaining of loans

against the security of
agricultural properties.

5. Control of Foreign Commercial
Banks

There are nine foreign banks
operating in Ceylon at present : five
British, three Indian and one Pakis-
tani, and their deposits amount to
Rs. 500 million or about 40 per cent.
of the total banking deposits in this
country. British banks are the
branches of large international banks
operating in Asia and Afriea swith

Bewl By 535 VeRDCcs

1692
—Eedx 6 BHwd®
their headquarters in London. These
banks were established in Ceylon
with the opening of the coffee and
tea plantations and the consequent
expansion of the country’s export and
import trade. They came primarily
to finance the British planter and the
British trader and until recent times
they showed little sympathy for the
indigenous Ceylonese businessmen.
Those who have read the Pochkhana-
wala Banking Commission report
would know how difficult it was for
the indigenous businesman to secure
credit facilities from these banks and
how as a consequence they were
forced to borrow from the Chettiars
and the Afghans at usurious rates of
interest. Of late, however, I must
admit that Ceylonese businessmen
have been able to obtain increasing
credit facilities from these banks. But
true to the colonial traditions, these
banks are still cautious in pursuing
a liberal credit policy in respect of
indigenous enterprises.

The Indian banks and the Pakistani
bank were established in Ceylon
mainly to finance the import-export
trade of the Indian and the Pakistani
businessmen. They do very little
business with the indigenous
Ceylonese business community.

All the foreign banks have shown
little interest in opening branches
and spreading the banking habit in
the country. In fact, of the 83 bank
offices in the country, only sixteen
belong to the foreign banks and, of
this sixteen, nine are in Colombo.
They have also paid little attention
to mobilizing the country’s savings.
Being branches of large foreign
banks they have no capital as such
in Ceylon. As such, the business
they do and the profits they earn are
solely from the money of this country.
The amount they remit annually in
the form of profits and dividends

amount to over Rs. 5 million per

annum;


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/

1693
duldm emgdunf wemm, 1964-65

Bank credit is the oil that makes
the wheels of economic activity run.
Thus, commercial banks are in a
powerful position, wvis-a-vis the
f:ountry’s commerce, agriculture and
industry. The economic develop-
ment of the country would depend
to a great extent on their credit
policy. As socialists we believe that
the commanding heights of the
economy should not be under the
control and influence of foreign capi-
tal. It was in pursuit of this belief
that we took over life and general
insurance, import and distribution of
petroleum products, dried fish and a
substantial part of textiles. Thus,
it is not possible for us to allow a
vital sector of the economy to be
controlled by foreign capital at this
stage of the country’s development.

The Government, therefore,
proposes the creation of a new Ex-
port Import Banking Corporation
which will be jointly owned by the
Government and the foreign banks.
Fifty-one per cent of the capital of
this corporation would be subscribed
by the Government and forty-nine
per cent by the nine foreign banks,
if they accept this proposal. Of the
Board of Directors of this corpora-
tion, four will be nominated by the
Government and three elected by the
foreign banks: two by British
banks and one by the
Indian and Pakistani banks. The
offices of the foreign banks will con-
tinue to operate as at present ; there
will be no interruption of their nor-
mal business. The only difference
will be that they will hereafter be
offices of the Export Import Banking
Corporation. This institution as
hon. Members will realize is a joint
State-private partnership which is
designed to create the minimum dis-
turbance to this vital sector of
financial activity. While allowing
the foreign banks to become share-
holders in this enterprise and main-
tain their offices as at present the
Government would be in a position
to utilize the experience, expertise
and international connections of the
foreign banks and at the same time
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be able to control and direct the
banking operations of the country as
a whole.

6. Control and Supervision of Private
Commercial and Industrial Establish-

ments

While today there is a large amount
of legislation both in the social and
economic spheres which impinges on
private sector production and distri-
bution, the realization of the objec-
tives enshrined in such legislation
has been hampered by the absence of
adequate centralized machinery for
the necessary implementation. With
the decision of the Coalition Govern-
ment to implement a national deve-
lopment plan the need for such a
controlling apparatus has become all
the more urgent. Hence it is pro-
posed to introduce legislation to set
up a Board of Control in respect of
commerce and industry on the same
lines as is proposed for the managing
agency houses. The Board of Con-
trol will have wide powers (i) to
supervise ~and implement the
National Development Plan in so far
as the private sector is concerned ;
(ii) to regulate the production
standards of industrial establish-
ments ; (iii) to fix prices for private
industry ; and (iv) to ensure the en-
forcement of labour legislation.

The use of the profits of companies
after tax will also be subject to con-
trol under the proposed legislation.
Conditions will be laid down with
reference to payments of bonuses, the
provision of housing and welfare
facilities to workers and the expan-
sion of industry, before profits are
withdrawn by shareholders.

SUMMARY

Before I conclude my speech may
I for the information of hon. Mem-
bers re-state in brief the revenue im-
plications of the various proposals
that I have submitted. With regard
to the new taxes and other proposals
the situation may be summarized as

follows :
f Rs. Millions
1. Guaranteed price scheme for
subsidiary foodstuffs i e

9 Income Tax—Relief to lower

income tax groups —3.5
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Millions
3. Wealth Tax changes +11.5

4. Development rebate—reduc-

tion + 1.6
5. Import duties on petroleum
products +15.0
6. Export duty on precious
stones + 0.2
7. Tea tax +12.0
8. Excise duty on cigarette
tobacco + 1.6
9. Philatellic Bureau and new
stamps + 1.0
10. Teachers’ Pensions — 2.85
11. Wage increase for govern-
ment workers : — 3
12. Gemming Corporation 10.0

——

Net effect .. 42.55

The sum of approximately Rs. 43
million should be looked upon as the
minimum figure, as with the elimina-
tion of tax evasion the revenue will
be considerably greater. However, at
this stage I do not wish to venture an
estimate of the probable magnitude of
revenue that could be collected from
the measures taken to put a stop to
tax evasion.

You will notice here that I have
not been able to compute the hish
hoarding tax ; I have not provided for
the House Property Tax, and a num-
ber of other taxes are not brought in
here. My personal feeling is, if the
hoarders of currency agree to accept
my suggestion and declare their
assets before the 31st of December,
1964, I should be able to collect a
minimum revenue of Rs. 20 million.
If they fail to do so, I expect the
revenue to go up, and the State would
benefit to the tune of Rs. 40 million.

In this connection, may I say, I am
basing these figures on the recent
scare about the 100-rupee and the 50-
rupee notes. Hon. Members may not
be aware that hoarders brought to the
banks Rs. 56 million on a scare! I
have nothing to do with that scare.
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(Mr. Lakshman Rajapaksa—Tissamaha-
rama)

Can you not demonetize the notes ?

o Hnde Y. DO, emedsb

(Qaorrey sTH S erer. erih. QuUGrmr)
(The Hon. Dr. N. M. Perera)

Plenty of time for that; do not
worry now. Do not anticipate any-
thing.

As I have already stated the total
capital expenditure is estimated at
Rs. 625 million. The principal source
of finance available for the financing
of the capital budget are:

Rs. million

NNormal Budget surplus S | |
Rupee loans .o 200
Foreign Aid L 22y
Administrative borrowing ot
New Budget proposals s 43

567

—_—

The balance of Rs. 58 million I hope
to meet from the additional revenue
expected from implementation of the
tax evasion and other measures. In
any case I am hoping, and I believe
I will succeed in this without having
to raise any new Treasury Bills in
the coming year.

CONCLUSION

Mr. Speaker, I have nearly done.
I apologize to you and this House for
trying your patience and its patience
so sorely. The only justification I
have is that I thought the circums-
tances warranted as full a statement
as possible.

With the formation of the Coalition
Government the way was made clear
for quickening the pace towards
socialism. In this Budget I have
endeavoured to give that direction
and set the pace of that direction.

I have endeavoured to control t?le
econcmic hold that foreign capitalist
interests still maintain over this
country, and to channel those re-
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sources to serve the needs of our eco-

nomic development. There may be
some who quite naturally are impati-
ent of such slow devices. There may
_ be those who will say that we have
not at one fell stroke taken over all
foreign and local capitalist property
lock, stock and barrel, forgetful of
the mass upsurge that must accom-
pany it. Such a mass upsurge must
be generated by the heightened class-
consciousness of the toilers, born of
the social inequalities and wrongs of
the capitalist system.

We are confronted today with the
increasing permeation of the aware-
ness of the need for radical changes
among the masses both in the rural
as well as the urban areas. It is
from the felt needs of the people that
these changes are coming. Our task
today, therefore, is to create the
atmosphere and the conditions con-
ducive to evolving this response from
the masses. This is what I have
striven to do in implementing the
aim of the Coalition Government.

That we have achieved some
measure of success in this regard is
shown by the enthusiasm that has
been displayed by the workers in
particular, and the masses in general,
at the little success that has already
been achieved. The spontaneous
goodwill manifested by all sections of
workers and government employees
has been a matter of great satisfac-
tion to all of us in the Coalition
Government.

As Head of the Public Service, I am
deeply appreciative of the response
that my appeal for punctuality and
regularity of work received. May I
earnestly solicit the unstinted co-
operation of all officers and Govern-
ment employees in maintaining and
sustaining the highest standards of
conduct and behaviour.

A word about the 21 demands put
forward by the Joint Committee of
Trade Unions would not be out of
place. Some of the demands I have
already given effect to in this Budget.
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Much no doubt remains. Of what
remains, like the political rights of
Government servants which do not
involve any financial outlay, I would
do my best to implement early within
the course of this year. In regard to
those which involve financial commit-
ments I hope to provide some satis-
faction as the financial situation
improves. Indeed if the finances
improve, as I hope and expect, as a
result of better co-operation and
greater efficiency, I shall seriously

consider the implementation of the

Wilmot Perera Report with suitable
changes and modifications.

The Coalition Government has
every desire to fulfil its obligations to
the working class of Ceylon. Indeed
it is our aim to ensure to the masses
of this country substantial improve-
ment in their economic conditions in
a measurable time. Not merely that
but also make them actively partici-
pate and share in the responsibility
of governing. Some steps have
already been taken towards achieving
this objective.

Conscious of the willing co-opera-
tion of the vast masses of this coun-
try, the Coalition Government will
enter the new financial year with
hope and confidence. This country has
the resources, the men and the capa-
city to build the new society where
neither prejudice nor privilege will
matter. Let us move forward with
resoluteness to the realization of this
cherished goal of socialism, which
will usher in peace, progress and
plenty for all.

This is outside the Budget. Mr.
Speaker, I cannot end this speech
without a word of thanks to the
various officials who have laboured
night and day to complete this work.
They have spent, without any grudg-
ing on their part, nights, sleepless
nights in order to help me to finish
this task. To all of them I am deeply
indebted.

Thank you.
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(The Hon. C. P. de Silva—Minister of

Land, Irrigation and Power and ILeader
of the House)

I move, “that the Debate be now
adjourned ”, |

9 De 80um 2, wwmuldnm S,

&2 ¢M|cD Tew oF mA® ¢S Omw
80 B;cw 1964 goww'm 6 2m guduBRse
S0 2y @ed.

D1 5NN
(Furprusr )
(Mr. Speaker)

I wish to announce to the House
that all amendments for the Com-
mittee stage of the Appropriation
Bill, 1964-65, in respect of Heads 1 to
93 should be sent to the Clerk of the
House of Representatives by Thurs-
day, 6th August, 1964. Amendments

BewdBmy @xI
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in respect of the remaining Heads
should be sent to him by Saturday,
8th August, 1964.
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uss Quppg.

Adjourned at 7.17 p.m. until
10 a.m. on Thursday, August 6,

1964, pursuant to the Resolution
of the House this Day.
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