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___Major export sector:

The dominant position of the tea indusiry in the eco-
n;hmy makes it necessary for the government to pursue a
olicy of purposeful intervention fo ensure that tea cstafes
Ii‘:}n are alpost wholly owned by the private sector, are

ail and developed in the pational interest.

This is stated in review of the economy presented by

the Minister of Finance along with

foposals.

Broadly the strategy could
be summarised as follows:-

(@) increasing the produc-
tivity of tea lands by proper

. maintenance adequate replan-

ting and modernisation of
factories: .

(b) promoting the increa-
sed consumption of Ceylon
tea abroad;

(c) maintaining reasonable
prices to the producer by
appropriate fiscal measures
and international arrange-
ments;

(d) improving existing trade,
marketing and financing chan-

nels in the producer’s interestz.

Sri Lanka was the biggest
exporier of tea in the world
in 1971. The pattern of ex-
ports however has changed
significantly in recent  years.
Exports to the United King-
dom have fullen sharply and
more teas are finding their
way to the Middle East, U.S.A
and Pakistan.

Colombo
signi-
the

The prices  at
auctions have shown a
ficant improvement in
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the 1973  budgetary

last two years  Hence, there
bas been a shift from sales at
the London auction to the
Colombe auctions,
Replanting Scheme

The viability of Ceylon's
tea industry depends to a
large extenton the rate of
replanting. To achieve this,
a subsidy scheme has been in
operation since 1957, The rate
of replanting in 1970 and 1971
of 6,858 acres and 6,640 acres
respectively, exceed the tar-
get for those years of 5,800
acres and 6,500 acres respec-
tively. The target acreage
under the Five-Year Plan has
been raised to 7,500 acres
per annum. The performance
so farin 1972 indicates that
the target could be achieved.
A sum of about 3,65 million
has been invested since 1970
on replanting subsidies,

It is proposed to ensure
that every estate, unless ex-
empted for special reasons,
should replant at least 2 per
cent of its acreage each year.
The Government will be
taking special powers to en-
force, if necessary, that the
cstates which are Sri Lanka’s
primary economic asset, arc
maintained in the best possible
manner.

Mo lernisation

A scheme of assistance for
modernising the old tea fac-
tories of Sri Lanka has been
in operation since 1970. Since
September 1970 132 tea fac-
{ories have been modernised
and the total investment
amounted fo
In 1973, the investment

Rs. 32 million.
tar-

get is Rs. 12 mMMllion of which
Rs. 4 million will e paid
by the povernment as 4 sub-
sidy. As further incentive
the government, recently
withdrew the capital levy
made on tea estates for the
ingtailation of power connec-
tions.

Production of new forms
of ‘tca has been actively sup-
ported by the government,
With a growing demand for
2reen tea in Japan, payment of
FEECs on such exports is
being considered. The export
of packeted tea has been
encouraged.

A government owned Tea
Corporation has been estab-
lished nnder the Sri  Lanka
State Trading Corporation
Act, and this Corporation
will very soon establish itself
in selected markets  for the
sale of Ceylon teas. It is time
that Sri Lanka changed over
from passive 1o aggressive
selling techniques in.  highly
competitive world markets,
and the Sri Lanka Tea
Corporation will be such
channel of direct sales.

Small Holdings

The estimated number of
about 115000 tea  small
holdings may be further in-
creased with the implemen—
tation of the Land Reform
Law. As this sector provi-
des Lhe sole means of liveli-
hood for a large workforce,
arra ngements have been made
to supply high yielding clo-
nes for replanting, pay a
reasonable price for  green
leaf by the factory and ex-
pand the advisory and exten-
sion Services.

One of the biggest prob-
lams facing the small holder
15 the lack of manufacturing
facilitics and the resultant
exploitation by intermediaries.
Hence in 1973, the govern-

ment would establish  co—

Iding the

linancial yeuars
million,

Rs, § millionin

E__,Govt. loan operﬁﬁnn

Inthe period October 1971
the-net - receipt from loan
Rs. 718 million, Comprisine net

The nel receipt of Rs, 70
loan operations in September
receipt of Rs. 78 million
by a net repavment of
of foreign borrowing,
month  of
there was a net receipt of Rs. 120
; COMPprising a net receipt of Rs 125 million,
from domestic borrowing and a ner

s decline l '

to  Seplember, 1972
operatigny  amounted o
receipls ol Rs, 464

{l]L]J'l::l] and Rs 254 million from dogestic  ard
foreign botrowing respectively. This amou ntis lower
th:m_ the net receipl of Rs. 768 million,  which
consisted of Rs. 557 million from domestic - gources
and Rs. 210" milliol from foreign sources i the
corresponding period of the previous finaneial vedr,
according to Central Bank data. f

million {rom Governgment
1972, consisted of net
from domestic borrowing
Rs. 8 million
In comparigon in
the P evious

répayment of

tespeet of foreign borruwing,

operative collecting  centres
for the purchase and trans—
port of green leaf for small-
holders with the mnecessary
financial and organisational
assistance. Legislation  will
also be introduced requiring
private tea  factories to
manufacture the produce of
their small holding neighbours.

Finally, Tea Smallholdings
Authority will be setup to
look after the special needs
of smallholders.

Rubber

Despitea fall in world pri-
ces, natural rubber still  re-
mains a major foreign ex-
change earner for Sri Lanka.
The need for an integrated
plan for replanting in order
to improve Sri Lanka’s com-
petitive position isimportant.

In 1971, only about 8,500
acres were replanted and in
1972 the current trends indi-
cate a lower fisure. This s
well  below the necessary tar-
gets of about 15,000 acres
a year. The poor world prices

and the long gestation period
has been the main contributo-
ry factors for this situation.

As rubber has to be re—
planted systematically over
its 35 year old economic lifes-
pan, the Plantation Ministry
took wurgent measures to
assure a minimum- price to
rubber producers, and thus
remove uncertainties over the
future.  From  September,
1972, a floor price is heing
paid for RSS 1, and Rs§ 11
grades jrrespective - of world.
prices. Further improyemenis
will be made in this scheme
from time to time. Meanwhile
a loan scheme proyiding a
maximum of Rs. 500 per
acre has  been  introduced
with the assistance of the

'State Mortgage Bank. This

will be addition to the re-
planting subsidy. 1t is also
proposed to have a fertiliser

subsidy scheme for smellhol-
ders.

(Contd on page 10)

The Secretary of the Mi-
nistty of Planning and Emp-
loyment, Dr. H. A.de §
Gunasckera, and the United
States Ambassador to Sri
Lanka, Mr.  Christopher
Van Hollen, signed last week
an exchange of notes ame:-
wheat flour agree-
ment signed in  December
1971,  The Amendment will
effect an increase of $10,000.
000 (Rs. 63,650, 000)in the
amount to be loaned to Sri
Lanka — from § 15,428,000
to 25, 428,000—and extend

the supply period from De-
!L‘emher 31, 1972 to June
| 30, 1973.

With the signing of the new

Amendment, the United States

U.S. Flour Agreement
extended

will have provided a total of
aver $70,000 000 to Sri Lanka

in the form of long- term
credits for the purchase of
foodstuffs, mostly  wheat

flour since 1967.

The terms of the Decem-
ber 1971 agreement are more
favourable to  Sri  Lanka
than those of previous agree-

ments. The  repayment
period of the loan is40
years, including a 10 year

grace period during which
payments on the principal of
the loan arenot required.
Interest during the grace peri-
od will be at two percent.
Thereafter it will be at three
per cent. ;
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MARKET PRICES

CLOSING PRICES 28-11-72

COLOMBO
TEA (Rs. Cts. Per Ib.)
Approximate range of prices (including teas sold Ex,Estates

B.O.Ps B.O.P.Fs
Rs. Cis Rs. Cts Rs. Cts  Rs. g,‘;} ’
High Grown: 1.80 3.65 190 — 3

e 1 at 4.10 1 at 3.60
Medium-Grown: 1.65 2,15 1,80 — 210
Small Leal Low-

Grown: 1.75 — 2.08 1.70 — 1.82
Tea For Price: 1.15 — 1.50 1,35 — 1L.50
Leafy Low-Grown: 1.80 2.2

F.B.O.Ps F.B.O.P.Fs. {
Tippy Teas: 1.85 — 230 175 — 8.60

RUBBER
PRICES FOR THE WEEX ENDED, 28.11.72.

Rs. cts.—per lb. Avg. to Same

Closing Period
Quotations  Avg, to date
1972 1571
RSS No. 1 87 79 & 80 1/4
RSS No. 2 81 3/4 7,25 gyt A kof I W)
RSS No. 3 80 4/1 71 1/2 69 1/2
(Rs. per candy
COPRA Opening Price Clos. Price
Estate Copra No. | 216.50 216.50
OCCONUT OIL (Rs. per ton)
November 1,250.00 1,250.00
December 1,250.00 1,250.00
DESSICATED COCONUT (per Ih)
Opening price Closing Price
November .54 55
December .55 .56

PRICES OF THE WEEK ENDING 26.11.72

Commodity Buyers Quotations Export
(Per Ib) DUTY
Cardamoms 1800 — 1950 40%
Cardamom Seeds 8.75 — 9.05 on true
Cloves 18.00 — 21.00 F.OB.
Cloves Stems : 400 — 4.25 value.
Mace ... unquoted —_
Nutmeg (Shelled) ... 4,25 — 4.52
Nutmeg (Unshelled) 250 —
Pepper (Black) 575 —
Papain (White) 27.00 — 28.00
Papain (Brown) 24.00 — 25.00
Cinnamon H/I 3.40 — 345 20% on
C;nuamon H/f2 2 3.30 —. true f.ob
Cinnamon Quilings No, | uuguoted — value
—do—  No.2 %
Per Cwit. Export Duty
Coc g
L - B : — 270,00 409
Coffee {Arabica) ... 370.00 — 1rue/i:'.(?g
Kapok (Clean) 140,00 value
Kapok (Unclean) 36.00
Croton Seeds ... 150.00—
Essential Oils Per oz.lb,
Cinnamon Leaf Oil .. unquoted per 25 ozs
Cinnamon Bark Oil L Per 0z. unquoted
Citronella Oil Estate Quality Per Ib. 10%; on
Citronella Oil Ordinary Perlb. ., true f.0.b
value

SUBSIDIARY CROPS .. WEEKLY PRICE LIST WEEK
ENDING :6.11.72

The undernoted quotations are the Wholesale Buyers Pric i
] [ tion: es paid
in Colombo and is maintained as a guide to the tt?mlc Every eil;ulrt
has been made to be as accurate as possible

8 Ibs

Cereals (Per Bag 154/15 &
- (Per bushel)
—Paddy Unquoted

—Other varieties
—Rice Per Boiled .
—Country Rice No. |
—Country Rice No. 2

"

—Samba Rice
—Km:a £
—Maize .. Per Cwi. ,5'2 0o—

TEA REPORT

Auction No 47 held on 27th
and 28 th Noyember, 1972.

The Total quantity ofler-
ed was 8,609,289 1lbs., com-
prising 4,685,731 * lbs. Leaf
Grades, 948,671 Ibs.  Dusts,
353,365 1bs. Reprints 55,183
Ibs, Sundry Lots and 2884,
004 lbs, Ex Estate, Atlhough
quality was only slightly
brighter from the Western
slopes, and Uvas were fairly
plain, there was a  very
strong demand and competi-
tion once again increased at
the end of Sale.
High-Grown Teas:
teas were a little
and although the Ilmited
selection of best liquoring
Invoices were rather irregular
but generally above steady,
others, and especially those
with tome colour, advanced

Western
brightea

appreciably, BOPEF’s wer€
also dearer by about 10/20
aents and Pekoes gold well.

Medium—Grown Teas: Most
of the Uvas now come into
this elevational cateogory.
There was a pgood demand
with the poorest firm and
better teas dearer and Medium
Fannings also gained 35/10
cents.

Low-Growns Teas: Damand
was strong for all grades
The better BOPE’s improved
bw 5/10 cents, others were
fully firm Small Leaf BOP g
advanced 2/5 cents althougy
stalky teas were barely steag
and BOP’s moved up Slg

WEEK ENDING
26th November 1972,

CARDAMOMS: 3,892lbs.
of Cardamoms were offered,
an increase of 6251bs. com-
pared to the previous week’s
total.  The market  was
somewhat irsegular with No.
I quality beibg quoted at Rs.
18/- to Rs. 19/50 per Ib. a
decrease of -/75 cents per lb.
Next best grades were slightly
easier at Rs. 17/75to Rs.
18/25 per Ib., whilst No. 2
quality remained at previous
levels of Rs. 16/75 to Rs.
17/75 per 1b. with Off grades
continuing to be quoted at
Rs, 10/- toRs. 15/~ per Ib.
Sceds were slightly dearer at
between Rs.8/75 to Rs. 9/05
per lb.

COCOA: Approximately
186 cwts. of Cocoa were on

offer, an increase of 118
cWiS. The market was
slightly easier with No. 1

quality being quoted at Rs.
226/- to Rs. 270/~ per cwt.
Next best grades were also
casierat Rs, 250/- to Rs.

to whilst OfF gardes

260/-
were slightly dearer at Rs.

230/- to Rs. 250/- per cwt
with Poorer sortsclosing at
Rs. 160/~ to Rs. 220/- per
cwt.

COFFEE:  Approximately
15 cwts. of Coffee were on
offer with Arabica fetching
Rs. 270/~ per cwt. and
Robusta fetching Rs. 240/-
per cwt. respectively.

PEPFER: 4600 1lbs. of
Pepper were on offer with
one lot of good quality
being withdrawn with a bid
of Rs. 5/70 per lb., whilst
Off grades were disposed of
at Rs. 4/80 per 1b.

MACE: 41b. of average
quality Mace which were on
offer feiched Rs. 5/~ per Ib.

CLOVES: 881 1lbs. of
Cloves which were on ofier
were  withdrawn due to
lack of sustable bids,

CINNAMON: 2 lots con-
sisting  of 680 Ibs. of
Cinnamon H/I were transacted
at Rs. 3/40 and Rs, 3/45 per
Ib. respectively,

Pulses

—Red Gram —Toor Dhal)
—Black Gram (Undu)
—Bengal Gram

—Green Gram ‘I

—Bombay Cowpea

Millets

—Finger Millet (Kurrakkan)

—Sorgum .., ;
—Soya Beans

Spices Condiment
—Mustard ...

Chillies

—Dried Long
—Dried Round

—Off Grade

—Goraka iy
—Vanilla Per Ib
—Tamarind Per ewt
—Ground Nuts  Per 80 Ib
—Cashew Per lb,

Per Cwi

40.00
61.00
46.00
53.50
40.00

— 45.0.

Per Bushel

15.00—16.00
Unquoted

(per ton
850.00 : !

(per cwt)

Fer th,
2 80 2.85

Per Cwt

ungquoted ——

"
3]

68.00— 70.00

170.00—
§5.00—

180 1 (
99 0l

ommodity Commentary

cents. Leafy grades c:_pened
a cent or two dearer but
closing prices were casic.t.
Tippy Teas: FBOP’s gained
5/10 cents. Small Leaf Flo-
wery Fannings lost 10/20 cents.
but the attractive bold leafy
Invoices  were- irregularly
dearer,

RUBBER REPORT

Week Ending

25th November, 1972,

RSS NO:1 opened 3 4/3
cents easier at 874/3 cents
per Ib. partly due to the
increase in duty by 2 cents
per b, declined further to
874/1 cents per lb. the foll-
owing day but after a
temporary recovery to 88 4/1
cents per 1b. mid week,
drifted lower once again in
Iime with overseas advices
to close at 87 cents per Ib.

Approximately 435 Tons of
LATTX CREPES were offered
at the Two Sales held
during the week under review,
an increase of 89 tons
compared to the previous
week’s total. At
Sale, latex crepes hardened
by 1/2 cent whilst the FAQ
offerings too were about 2 1/2
cents per lb.  better. The
duller types also marked up
by 1/2 to4 1/2 cents per Ib.
andthe inferior grades by
about 2 cents per lb. At
the subsequent Sale, the
market was softer and
consequently best latex crepes
weie l/2to 2 cents easier
whilst the EAQ offerings
declined by 1/2 to 11/2 cents
Ib. The duller types were
marked down sharply by
about 5 cents per Ih,
whilst the inferior grades too
were 3 cenls per Ib. lower.

Approximatly 99 Tons of
SCRAP CREPES were offered
at the Two Sales held
during the week under
review, a decrease of 13
tons  compaared to the
previous week’stotal. At the
First Sale, light brown scrap
creps  declimed  sharply by
4 cents per Ib. but the dark
brown typesimproved by 2
cents per lb. The darker
sorts were irregulary dearer.
Flat Bark too was 1/2 to 2
cents per lb. better. At the
subsequent  Sale, lisht brown
scrap  crepes decli further
by 2cents perlb The dark
brown.  and dacker- serts,
however, were again 1/2 cents
per Ib. Flat Bark was
irregular.

FORWARD SALES

SOLE CREPE: A large
quantity of Sole Crepe No. |
changed hands for delivery
during the period Januagy/
June, 1973 atRs. 1/95 per
Ib. A small quantity was
also negotiated for December
1972 delivery at Rs. 2010
pe: Ib.

the First |

b

!
|
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Targets for agricultural products

The Mahaveli, Walawe
and Lunugamvehera irrigation
schemes would provide water
to 180,000 acres now cultiva-
ted only in one season, and
to 100,000 new acres of
paddy.

Subsidiary Crops
A booming internal market

i onions and chillies is now
available to the producer as
a result of stopping the im-
portation of these items.

Expected  production in
1972 ot approfimately 335,000
cwts. of chillies, 1.3 million
cwis. if red onions and 81.5

EXPORT INTELLIGENCE

Indian exporters get big

ord

A private watch manu-
facturing unit in Bangalore
has received an order to
export 500,000 watches to
its Swiss collaborator. The
export will start next year.
It will be gradually stepped
up to 500,000 piecs a month.

ers

SCOOTERS TO NIGERIA
Nigeria has emerged as
the newest market for India
made Scooters with a Poona
firm securing an export
order worth Rs. 2.5 million
for the supply of more than
1000 scooters and parts.

TRADE ENQUIRIES

The following Japanese
firms are interested in im-
porting from Sri Lanka the
products indicated below:

FOODSTUFES

Daimaru Kogyo Kaisha
Ltd.

Konaike Bldg, 27 Kita
kyuhojimachi 4 - chome,
Higashi-ku, Osaka.

C. Itoch & Co.f Ltd., 68
Kita-kyutaro-machi 4 chome,
Higashi-ku, Osaka, P. O.
Box: Central 117 Oeka

Talyo Fishery Co., Ltd.

41-1 Shimo-fukushima 2
chome, Fukushima-ku, Osaka

Sekiya & Co., Ltd.

4 Bingo-machi  4- chome,
Higashi-ku, Osaka. P.O, Box:
Htgashi 62 Osaka

Toshoku Ltd.,

20 Minami-hommachi
chome, Higashi-ku, Osaka

4is

GRAPHITE

S. Kato & Co.

Daiichi Bldg., 11 Minami
mori-machi, Kita - ku, Osaka.

Okazaki Minerals & Ref-
ining Co.. Ltd.

thousand cwis  of  Bomby
omons. The largets for 1973
is approximately 392,000 cwis
of chillies and 1.57 million
cwis of red onions and 108
thousand ewts. of Bombay
onions,

Due to inereased produc-
tion these items would  be-
come progressively  cheaper
to the consumer.

—y—

Local

January/June, 1972 totalled
69,168 tons, an increase of
376 tons compared to the
corresponding period in  (he
previous year.

Consumption of Natu-al
Rubber during January/June,
1972 was 2,811 tons, subs-
tantial increase of 540 tons

NEW SUPER
RUBBER
CLONE

A new super clone
capable, of producing 3000
Ibs of rubber per acre s
being developed by the Rubber
Research Institute of Malaya.

L

The RRI had already in
creased production per acre
from 600 1b. in the 1950s
to 2000 Ib in the 1960’s and
experiments on the new clone
had proved that 3000 Ib of
rubber an acre was already
possible. (Meis-Strait Times)

rubber

Rubber Production During

statistics

compared to the coires .,
ding period in Previous year,

Actual Exports of Rubber
During January/Tune 1972
was 71,267 tons, a  subsian-
tial decrease of 3,066 tons
compared to the correspon-
ding period in the previous
year.

—_—

India’s cashew exports up

India is the world's leading
exporter of cashew kernel.
During 1971-72 the export
earning registered an increase
of about 20 per cent as
eompared to the preceding
year. The export value was
Rs. 620 million as against
Rs. 521 milion in 1970-71.

Major Importers

The major importers that
increased their intake during
1971-72 were WUSA, USSR,
Canada, U.K., Japan, Nether-
lands, Hong Kong, C#zechos-
jovakia and West Germany.

Besides kernel,
India cashew~shell
oil in sizeable quantity. 1970.
71 export of the oil was
about 6925 tonnes valued at
Rs. 7.86 million. UK. was
the major market with an
intake of 3083 tonnes at Rs
345 million followed by
Japan with 2005 tonnes at
Rs. 247 million and U.8.A.
with 1282 tonnes at Rs 1.13

cashew
exports

3 Utsubo - hommachi 2
chome, Nishi-ku Osaka

KAPOK

Ishida Company Ltd.

Kotani Bldg., 18 Edobori
kita dori I- chome, Nishi
ku, Osaka. P.O.Box Central
471 Osaka

Matsushita Indnstrial Co.,
Ltd.

44 Kawaraya - machi 2
bancho, Minami-ku, Osaka.
P.O. Box: Central 264 Osaka

Nikko Sangyo Co., Litd.

127 Tanabe- hommachi 3
chome, Higashi- sumiyoshi-ku,
Osaka P.O. Box: Central
350 Osaka

SHARE MARKET REPORT

The Share Market which was openonly for 4
because of the Poya holiday remained quict, according

the Report of the Colombo
week ended 24-11-1972.

Cays
to

Brokers® Association for the

Previous Priee Frice on + or—
24-1-72

Teas Rs. cls Rs. cts Rs.cts
Dickoyas...... 5.00 5.00
Great Westerns. ... .. 7.50 5.00% — 2.50
Lucky Lands,.... 90 79 — .15
Tea - cum - Rnbbers
Udabages. . . . 4,00 3.50 — .50
Comm ercials:
Diesel & Motor Engineering 5.25 5.25
Rowlands.. 4.00 4,00
Cargills. . . 6.00 6.00
Ceylon Theatres 8.50 7.00%* ~1.50

There was no business in Rubbers; Coconuts; Preference

Shares and Govt. loans.

The following dividend
Gestetner
E. B. Creasy

of Ceylon Ltdi— 15%
and Co. Ltd.—47%.

announcements  were made:—
Final on 21. 12. 72,
Final on 21.12.72.

Attampettia Estates Ltd—52 Interim on 23. 11. 72. Lambrelta

(Ceylon) Ltdi— 1 1/29; Final

on 22 12.712

PRAWNS & SHRIMPS

Daimaru Kogyo Kaisho
Ltd,

Konoikeo Bldg., 27 Kita
kyuhojimachi 4 - chome,

Higasnl-ku, Osaka.

Daiei Taigen Co., Ltd.
9-4, Kozu-cho, Minami
ku, Osaka.

PRAWN & SHRIMPS

Daiwa Koeki Kaisha Ltd.

Osaka Bldg-, 1 Soze-cho,
Kita-ku, Osaka. P. 0. Box:
Central 413 Osaka.

Marufuku  Trading Co.
Litd.

Yamajin Bldg, 18 Homm-
achi I1-chome.

Marumatsu & Co., Ltd.,

71 Kyomachibori 4-chome
Nis hi-ku, Osaka. P- O. Box
Nishi 74 Osaka

Naigai Boeki Kaisha Ltd.,

Edobri Bldg.,, 22 Edobori
kita-bori 2-chome, Nishi-ku,
saka. P.O. Box 392

Central Osaka.
Toho Sangyo Limited,
Junkeimachi Sanwa  Bldg.,
25 Junkei- machi - dori 4
chome, Minami-ku, Osaka.
P.O Box: Central 43 Osaka

PRECIOUS STONES

Myoshi Shoten Co.,

24 Higashi - shimizu - cho
Minami-ku, Osaka,

Sohki Trading Co., Ltd.,

Sanwa Bldz., 55 Kawara
machi 2- chome, Higashi ~ku,
Osaka.

Takisade & Co.,
Osaka Branch

Lid,,

RUBBER CRUDE

Kasho Co., Lid., Osaka

Dojima Bldg.,, 50 Kinu-
gasa- cho, Kita - ku, Osaka

Kyoshin Industrial Co.,
Ltd.,

16 Hirano-machi 2 chome,
Higashi -ku, Osaka.

Mitsubishi Shoji KaishaLtd.

Osaka Mitsubishi Bldg.,
15 -1 Dojima-hama- dori- | -
chome, Kita - ku, Osaka

P. O. Box: Central 240 Osaka

Sanyo Trading Co., Ltd.
Chiyoda Seimel Bldg.

million. For the first three
quarters of 1971-72 the ex-
port of cashew shell oil
amounted to about 4273
tonnes valued at Rs. 4.8
million= )

35 Hirano, machi 4 chome

Higasghi-ku, Osaka. P.O. Box:
Centra! 425 Osaka.
31 Bingo-machi 3 - chome,

Higashi -ku, P. O. Box:
Higashi 79 Osaka.
SEAWEED
Chuo Kanbutsu Co., Litd.

1-1 Juroku-cho Fukushima

ku, Osaka.
Daido Co., Ltd.,
Okazakibashi Bldg., 90
Utsubo - hemmechi 3 - chome

Nishi-ku, @saka. P O. Box:
Nishi 55 & 67 Osaka.

Times [ortnightly.

1 year 24 issues
1/2 year 12 issues

Per issue

THE ECONOMIC TIMES

157, Jayantha Weerasekara Mawatha,
Colombe-10

Please send mefus 24/12 issues of The Economic Times
I/we enclose herewith Rs.....
Cash and took forward to receivine

) el 0 KEon T e B Lt ey

ATTORS i o IV st ks ks AU o2 P R TV R e o ARTR

Date....... S G T TR BiZnature.. .o snsiss rebes

All remittances should be made payable to:-
SEMAK PUBLISHES

Qur subscription rates are:

(Postage free)

Order form

Phone;- 34221

by MO/P./O./cheque
The Econemic

Rs. 12.00
Rs. 6.00
Cts, -/50
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Tartaric acid from tamarind leaves

Tartaric acid isa very
important chemical intermedi-
ate, Tt is used in fext le and
medicinal industries. The
Region-1 Research Labora ory
Jorhat has  developmed a
process for the manufacture
of tartaric acid from tamarind

feaves.

The process consists  of
diges ion  of leaves under
suitable  conditions,  the
precipitation of acid as
calcium  tarlarate. The
crystals. arc then broken
down by sulphuric acid,
decolorised  with charcoal
and  recrystallised.  RRL
work has indicated that
tartaric acid can  be
isolated in a yeild of 72 or
more from the leaves.

Tamarind  lsaves Which
are  the essential  raw

material forthe manuiacture
of tartaric acid are available
in plenty in  South India
Other chemicals required for
the manufacture of this
chemical are also indegenously
available.

This process should bean
attractive proposition in view

of the large demand of |-
tartaric  acid and  high
market price. Boiler,  eX-

traction tanks, precipitation
tanks, filer adidilication
tanks, evaporating pens, and
yacuum evaporation pans are
the major items of plant
and equipment that can be
indigenously fabricated.

Capital outiay needed

capital outlay
capable of

The total
for a  plant

producing 10g tonness per
annun of tartaric acid  has
been estimated at Rs. 13.50
lakhs (Rs. 9.75 lakhs on
plant, land and  fixed
capital and Rs, 3.75 lakhs
as working capital.) The

cost of production comes to
approximately Rs.11.67 per
kg. against the market price
of Rs.17/- to 20/- per kg.

SALT AS A WOOD PRESERVATIVE

Solikamsk (Urals) is the
only town in  th: Soviet
Union where you can S§ee
the salt worksthat were in
use three or four centuries
ago, says the English
language monthly  “Soviet
Eife. These wooden
structures are in  just about
as good condition today

as when they were built.

The wood has been
protecied against rot and
insects by the salt solutions
with which it was impregnated

over the  centuries. The
boiling premises and brine
towers were built of select|
timber. Logs 50 feet long
went into the walls, which

A wise manager knows the
limits of his own authority
and,as far as possible, avo-
ids weakening his authority
by trying to exercise it where
it is likely to be challenged
or ignored. One American
firm, for instance, that was
‘moving intoa new building
which had a fine, but dama-
geable, fioor, ruled that none
of its female employees could
wear stiletto heels at work.
This rule was considered by
many of ths women to be an
infringement  of personal li-
betty. The opposition was
such that, when last heard
of, the management was
worrying about how it could
back down without loss ef
face.

Most of what we shall
have to say concerns coope-
ration of workers, but the
cooperation of other mana—
gers is also vital. Failure to
obtain it may have more seri-
ous consequences than a fai-
lure with one’s immediate
subordinates.  Subordinates
who will not cooperate may
resign or be sacked, but the
other managers are likely 1o
remain. Hence ‘acceptability
to collegues’ is now one of
the prime criteria for manage-
ment selection. Yet accepta-
bility alone is sometimes too
passive a quality o ensure
suceessiul implementation,

Getting the job done [3]

Persistence, drive, and poli-
tical manipulation, supported
by anunderstanding of other
managers’ motives and a corr-
ect assessment of the political
situation in  the company,

were 15 to 420 feet high.
Only a few of old Russia's
churches were built of logs
that long. The ware houses
in which the salt was kept
had double-layer walls 260

TECHNOLOGY

New anti - pollution device
for automobilies

An unique device that can
purify exhaust fumes from
cars burning  liquefied
petroleum gas at  low cost
has been developed by =2
Koyto Uniyersity scientist.

Tsutomi Kagitani, Professor
at the Enginecering Dep-
artment of Kyoto University
claimed that test application
of the devise to = 60
taxicabs in Osaka and Tokyo
proved the system Wwas
highly effective in reducing
the levels of pollutants

may all be necessary to get
implementation of some plans.

Onc problem that worries
some top managers is how
to make certain that their
junior and middle managers
have the same philosophy as
themselves. This is particular-
Iy likely to be a problem
when there is a change intop
managentent, for instance,
thorough nationalization or a
merger.

A new, more [progressive,
top manapement may . find
that the middle managers,
especially have quite different
ideas of the way employees
should be treated. Nor may
top management be able to
sack, or retire, even it wishes
to do so, those managers
who will not, or for personal-
ity reasons canpot, cooperate

because the numbers invol-
ved may be too great. The
problem  will solve itself

evenlually as managers retire
or leave, butas Keynes said,
“in the long run we awe all
dead.” This may be ‘truz for
4 company loo,

Since the philosophy of
management is vital to the
relations which exist betwheen
management and its emplo-

feet long. (APN) discharged by the cars.
l.ess noise from commercial
vehicles
2l oA . h ;
Britain’s commercial vehicle also be making  their  first
manufacturers, who earned appearance at Earls Court,
a record £226 millign in With  assembly lines
export sales last year, have currently  producing over
announced plans to make 1000 unitsa week to meet
future British trucks and a coninuing world - wide
other commercial vehicles demand, the = Land-Rover
among the quietest in the remains one of Britain’s
world. biggest  export winners,
According to the Sociely having earned wellover £475

of Motor Manufacturers and

Traders the UK  industry
has already halvedthe  noise
intensity of mew  trucks in

the last three years and is
now looking at ways which
halve it again by changes in
basic engine design.

Adaptations
Two adaptations of the
four wheel- drive  Range
Rover, an ambulauce and
police patrol vehicle,  will

yees, what kind of pcople
are made managers is one
of the most important deg
cisons to be made ina com-

pany.

A manager who is sucees-
ful in gettiog decisions
implemented by other pzopl,
must  organize  effciently
communicate  eclearly, and
secure people’s wiljing coope-
ration. One danger is that
many managers underrate
the difficulties of communi-
cation, of conveying to their
subordinates what they want
done and why, or of ge'ting
reliable informatipn from be
them. Hence, they may
startled w hen their actions and
motives are misinterpreted.

Another danger is that
the manager may fail to
realize the negd to enlist the
cooperation of his subordi-
nates. Yet another is that,
dlthough he is aware of the
difficulties of doing so, he
m'y search for some panaced
such ag joint consultation,
profit - sharing, or incentives
as the answer to his prob-

-introduction

million in export sales since
in 1948.

He said further improvment
would be added to the
device so that it could be
applied to  gsaoline—burning
cars as well.

The system consists of a
‘combustion purifying agent’a
liquid mixture of acid
compounds such as alcohol
and ester, and a device
that supplies the agent
into the engine chamber,
And it saves the consumption
of fuel and gives the car
greater power.

Qatstanding featare

According to the inventor
an outstanding feature of
the device is that it can
simultaneously purify carbon
monoxide, hydrocarbon and
nitric  orides — something
that was considered
technically diff cult. Acco-
rding to Prof.  Kagitani,
the tests have proven that
the level of nitric oxides
was rteduced to less than
one — tenth, that of carbon
monoxideto less then one fifth
and thatof hydrocarbon to
one-half as compared to cars
not equipped with the device.

lems of winning cooperation,

=" el
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U. S. Companies eye mammoth Soviet

gas deal

Washington

The ga:  that heats U. S,
homes may one day flow all
the way from Soyict Siberls
in what conld be the large-
st commercial  ven'wre in
history.

Six U. S, companies and
several Japanmese firms are
negotiating with the Soviet
Union now on joint ven-
tures to extract natural
gas  from beneath the Si-
berian Tundra, pipe it thou-
sands of miles to the coast

and ship it to Japan and
both U.S. coasts.
However, U. S. officials

. warn against optimisiic re-

ports that this may happen
seon. There are many hu-
rdles left to cross-particularly
in financing-they warn, and
the process could take
several years.

The idea, however, is very
attractive to both the Soviet
and U.S. governments. For
the United States, it could
go a long way toward
solving the nation’s growing
energy crisis, Secretary of
Commerce Peter Peterson es-
timates that by 1980 the na-
tion will face a balance of
payments deficit for energy
purchases ranging from 15

. agreement fast,

als want to sell

to 21 billion dollars. In
addition, the natural eas
deal could create thousands

of new jobs in the United
States.

For the Soviet Union, the-
e are  many advantages.
Moscow  desperately needs
foreign exchange, which would
begin flowing into the So-
viet Treasury after the huge
initial investmentis paid off
pethaps in a decade from
now.

The Soviet Union is how-
ever eager to conclude an
by the year
2,000, experts say. nuclear
power may replace Gas as
a fuel. So if Soviet offici-
their  vast
supplies of natural gas, they

must begin  work on the
project soon.
et sk A

W. GERMAN FARM PRO-
DUCE TO SET NEW
RECORD

Bonn

Although the Federal Re-
public of Germany generally
is thought of as a maker
and seller of industrial goods
farms are also an  impor-
tant part of the West Ger-
man economy. This year
the country’s agricultural ex-
ports, which were valued at

DM 4,700 million in 1971
will exceed DM 5,000 million?
thus setting a new record.

Countries that will help
to account for the rising to-
tal of grown-in-West Germany
agricultural produce in  the
years to come are expected

to be East FEuropean states
and Japan, but the major
buyers will be, as now, with-
in the Buropean Economic
Community. e E

EXPANSION UPSURGE IN
BRITAIN
London i
The October mon-
thly curvey of the industrial
sector opinion published in
the London Financial Times
last week says thata strong
expansion of  the British
economy is no® under way
with a “dramatic upsurge™
in orders and a further sub-
stanlial rise in the invesme nt
promotions of industry gene
rally.

The chances of sustaining
the expansion over the next
12 months“must be reasonably
good ™, says the survey, which
is based upon detailed in-
terviews with top executives.

Everything points to the
conclusion that there should
be a significant surge in
capital investment during the

Tourism occupies a
position in Sri Lanka’s
export plan aimed primarily
at earping foreign exchapge.

key
new

It has the added advantage
of creating new employment
opportunities inthe hotel in-
dustry, trade, ¢ransport and
othe: services It also stimula-
tes local travel enabling onr
people to holiday and relax
in the beauty spots of ouwr
land,

Inlig-nous handicrafts
and the gem trade in par‘icu-

lar is pivem a filip in the
process., Encouragng fanna
and flora copservation and

enhancing the scenic beauty
of our laad is another ofifs
more important functions
Largely reserved for the
private sector, its success hea-
vily rests on the enterprise of
the private investor - with
the Tourist Board laying down
the broad policies and targets
promoting and direciing its
development along  desired
lings. Investment here quali-
fies forthe financial and
other incentives given to in-
vestmenis in the New export
sector, and the recent White
Paperon Private Foreign In-

Largely for private sector

vestment specifically invites
private foreign investment in
the industry promising ait-
ractive inducements.

Flan Targets

The organised effort for
its promotion begun in the
60°s has rtesulted in tourist

arrivals increasing from 15,300
in 1966 to 35500 in 1970.
The plan targets are 220,000
arnvals in 1976 with the
total hotel accommedation to
increase from 1,545 rooms
now available to 4.340 in
1976. The number of arrivals
during the period January
to July this year was 29,548
with the projected number
for this year being 60,000
and 80,000 for 1973. The
projecied foreign exchange
earnings for this year are Rs,
30.9 million as against Rs.
20.27 millinn earned last year
and Rs. 6.1 million in 1966.

Plan targets arc now being
achieved.

During the plan period.
resorts, hotels and other faci-
lities would be developed
along the South — Western
and the Eastern coast, in
the hill country, inour an-

cient cities and in the pame
sancturies of Yala and Will-
pattu,

The Tourist Board has
completed the first phase of
work at the Beniola and

Sigiriya resorts, and would
be completing the Giritale
and Polonnaruwa  projects
by the year’s end. Work on
the Kataragama, Kalkudah-
Pasckudah, Nuwara Eliya,
Bandarawela and Dunhinda
resorts is in progress.
Construction of the Inter-
Continental and Lanka Oberoi
Hoicls have begun. It s
proposed to commence deve-
loping the Trincomalee and
Hendala areas, and a safari
camp at Amaduwa is planned.
Whilst hutherto the accent
wag oni hotel accommodation
and transportation, ancillary
facilities such as recreational
amenities, shopping and sports
facilities tended to be neglec-
ted. These dificiencies would
soon  be remedied.
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vext 12 months and that the

: : consumption will go u

official forecast an of increase 5.4 ; e el h".r
Fiy <4 per eent while thz
of betweei three and five share of new investments
per cent “might beon the jn this sphete  will  stay

lower side?, 3
at the Lxvel of the current YEAr.

National economic growth
will be above all achieved
by the means of higher pro-
ductivity of Jlabour: the
plan  for next yearsets its

JAPAN-CHINA ECONOMIC
ASSOCIATION

Tokyo

e s increase i d - aE i
mic Association’, desi G = i
designed to ing industry at 4,5 per

promote Japan-China econo- :
mio selations, will be formally 7 FeSpeCtively. x
established in Tokyo in e er:ffr\rer wI:e
mid—November by the Mini- £0 up by 5. 7. percent, fl

- : le of foodsiufis and in—

stry of International Trade °°- |,
dustrial goods by 4 .and

and Ind g Y i

2 1 us'try [M.ITI) and 7. 5. per cent respectively,
private business circles, Over 100,000 new fos

Th iati ) gt
e = AFocaian, Ly _be will be completed under

ade up of MITI officials the 1973 plan

and business  leaders, will

t ]
conduct research on the Sino INDIA’S STC GEIS BIG

EXPORT ORDERS

Japanese relationship  and ; A
relations between China and he;vhildél:at Trading C
Sountheast Asian  countries : f iy '% o
s Ll T poration of India (STC) has
; > secured orders worth about
tem::j ecg;omzc policy to- o 166 million for sup-
wa : ; 1 :
Tt ply of jute goods, _ shoes

Uhstially, it will-Sve a2 g SRt i weeks
operating fund of Yen 600 Order for supply of jute
million, to be put up by goods worth Rs. 45 million
MITI and business circless has been placed by Sudan.
on an equal basis. In the Spoes worth about Rs. 26
futurs, the fund will be in- million are to. be expor-
creaced lo around Yen 3,000 ted to the Soviet Union

million, _ 4 and another order for shoes
Eventually, the Associa- worth Rs. 7 million has
tion will aim to become '

come from Western Europe.
Cement worth atout Rs 40
i million will be sent to Bangla-
eXisting  pech.

Japan’s sole channel in econo-
mic interchanges with China
by integrating the

organizaticns for trade with During the last five months
that country, such as the g C’s sxports haye gone
Association for the Promo- up by 14 per cent from
tion of International Trade gy 50 million in the cor-
Japan (KOKUBOSOKU) and responding period last year

the Japan-China Memoran—
dum Trade Office.
CZECHOSLOYAKIA®S
GROWTH TARGET

t0 Rg. 290 million while
imports have increased 3 per
cent from Rs. 480 million
to Rs, 500 million
Prague | o T Ll B ST e ]
The national income of
the Czchoslovak Socialist
Republic in 1973, is ex-
pected to grow by more
than five per cent next
year.,

Remember to renew
your subscription

to

In view of the growth
rate achieved in 1971, and

The

The Ceylon Hotel School
established to train educated
young men in all aspects of |
hotel work including catering, |
room and bar, service, etc.
helps to provide a continu-
ous supply of personnel to
man the expanding hotel sec-
tor. An efficient and courteous [
service is thus provided to visi-
tors —The Buaget review 1973,

of this year's trend, the
plan for the next yearanti-
cipates an increasé in In-

Economic Times

dustrial peoduction hy 6.5

er cent, §.8. Imore than -
P 41l Wrife fo:
cnvisaged in the plan  fos
the whole five-year period .., . )
: AT ? I'ke Circulation Manager
(6. 1 percent).

The 1973 plan anticipa- i

b . J & P2 Dhone : 34221
tes a 5.3. per cent in-
crease in the national income
of the  Republic,  personal e ———————
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UNEMPLOYMENT IN SRI LANKA

The subject which forms the
main theme ol this Confercnce
has received top priority in
the Government  Planniog
circles inrecent times. As @
resubt. two wsefui gnd very
valuable publications have been
issped, viz:

(1) The Reportof the Dud-
ley Seer’s Mission spogsored by
the 1.L.O., World Employment
Programme and

(2) the Five Year Plan
issued by the Minisiry of
Planning and Employment. This
report has toa large extent
heen Dbased on the information
available in these two publica-
rions.

For the purposes of this
report, the term ‘unemploy-
ment” has been defined to
include those persons both
male end female in  the
=mployable age group
Between 15 and 60, who
are openly unemployed ie.
those who arc unable to
find work due to lack of
demand for their labour
ard opportunities for their
smployment.

In this definition we have

deliberately left out those
persons, Wwho can be
sategorised  as being under

employed i, e. those who are
i seasonal employment or
have only casual opportunities
for work or whose
rumuneration compared with
their  qualifications 18
grossly inadequate. In  our
view under or unemployment
in developing countries poses
a very serious problem for
which an answer must also
be found in solving the
problem of unemployment in
general.

Remarkable Features

Statistics avaiblable show
that in the 1960°s more than
109 of the total active
lgbour forge of 3.800,000
have been openly nuemployed
and that by 1970 this figure
has risen to 15%., This 1is
indeed a very large perlentage

for 2 country of the size.
£eSOUTCEs and population
of Ceylon.

A remarkable feature s
that unemployment is
highest in the ago wioup 13
to 241ie, among iliose who
have had eight o ten years
of Primary and Secondary
<ducation from the Univer-
sities. The  serioutniess of

this particular situalion can
be gauged from the fact 1hart
of the Ceylonese population
of just over 12 million 50%
is under the age of 25 years,

which means that in the
coming years e rate of
growth of new labour coming
into the market will be
even higher than the

average crowth in population-

Another feature worth
poting is that of the total
papulation of just over 12

million with an aective labour
force of around 4 million
two thirds of such a labour
force is concentrated 1n the
rural sector of the country
and the balapce is divided
between thd plantation sector
and the urban sector.

Structural lTmbalance

The I. L. O. Mission has
traced Sri Lanka’s unemploy-
ment problem to two types
of imbalance,

1. The overall incompati-
bility between the total supply
and demand for labour,

2. The structural imbalarce
in that the unemployed or
underemployed are unwilling
or unable to accept.

a the type of work available

b. the seasons during which
such work is available

c. sites or work-places or

d. otherwise do mnot find
that the remuneration offer-
ed is atfractive enough to
accept the work offered.

Such 2 structural imbalnce
may be a common feature
in developing countries and
it could be attributed in
Sri Lanka’s case to a fauity
education system, which pre-
pares young people for “White
Collar” jobs rather than
positions involved technical
skills, In turn this has pro-
duced a social strata Which
relegates manual labour to

a verylow position in the
general scale of values.
Another inhibiting factor

has been the highly developed
net work of social and wel-
fare services, which is provi-
ded by the Government and
which assures citizens of a free
secondary education,  frec
medical treatment and oven
free rice, which is the staple
diet,

Another imporiant cause
for the increaging unemploy-
ment is a feature applicable
to mott developing countries
namely the unfavourble trade
balance caused by continuing
adverse terms of trade over
the last 15 years, which in
turn has led to the disappea-

rance of valuable foreign
exchange resources  which
could have otherwise been

urilized on development pro-
jectsr. Faced with this situa-
tion of continuous balance
of payment deficits the mea-
sures taken Dby the Govern-
ment have been aimed in
the past at achieving
following niujcch\-'u\-.

the

a, Increasing  local

outputl in

AyTi-

cultural order to

reduce considerable [oreign
exchange on food imports.

b. Setting uplmport-Subs-
titution Industries,

In these two ficlds there
has been a considerable
amount of development which
to a certain  extent has
been able to abgorb part of
the labour foree coming into
the market but on the whole
the impact made has been
smail as such economic de-
velopment has been achiev-
ed through capital intensive
methods  which have not
generaled sufficient opportu-
nities for employing human
labour. Further ithas been
found that the Import subs-
titution Industries which have
been set up are geared mainly
to utilise imported raw ma-
terials which in the context
of the shortage oMloreign ex-
change had led to fluctua-
tions in industrial production
and the prevalance of excess
capzeity, both of which have
led to restrictions in the
labour employed.

SAPPPAL ST P PSPPI T
Summary of the Country
Report on unemplo yment
inSri Lanka presented by
A. K. NESARATNAM
af the XXth session of
the Commission on Asian
and Far Eastern Affairs.
International Chamber of
Commerce (CAFEA-TICC)
held recently.
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The Five Year Plan
now prepared by the Govern-
ment has attemped to formu-
late programme degigued to

achieve the maximum
devolopmient of  national
resources including labour

through  restructuring the
economy particularly in the
agricultural. indusirial, cons-
truction and service sectors.
At the same (ime in order to
correct the chronic imbalance
in Foreign Exchange the
development programme pre-
pared is based ona system of
priorities which places empha-
sis on the following:

(a) The adoption of lahour
intensive methods as
opposed  to capital
mrensive forms in all
sectors of productive
development.

An  immediate 4nd

concentrated effort to
increase food produc-
tion not only in the
rice but also in  subis-
diary crops.

() A full:r and more
efficient utilisation of
existing plant and
machinery and  the
the expansion of such
industries as  will give
optimum benefit to the

(®)

development pLo-
gramme asa whole
thiough incentives

provided for the use ef
local raw materials.
(d) The building up af an

entirely
sector.
The development of
the present  import
subsitution 1ndustries
not merely to satisfy
the demestic market
but also to look to-
wards exports particu-
larly in the CAFEA-
ICC (Commissson on
Asianand Far Easlern
Affairs, International
Chamber of Commerce
Region.

Expansion  of Service
Tndustries like tourism
and building  cons-
truction.

The additional employment
expected fo be created when
the plan is implemented will be
in the vegion of about 800,000,

At the same time in order
to bring the present high rate
ot population growth uvader
control the plan also gives
high priority to making avai-
lable family planning advice
and services to the popuia-
tion in the urban, plantain
and rural sectors.

To ensure the co-operation
of labour and to make manu-
al labour aitractive, steps will
de taken to chhang the educa-
tional structure incorporating
trianing inagricultural and
technical skills in the normal
primary and secondary school
curricula. Wage scales will
also be remodelled in order
to remove the existing des-
parities  between — manual
labour and white collar em-
ployment. These together with
social insurance and provident
fund benefits, with gurantee
to the rural worker a stardard
of living comparable to that
of the urban employee.

Other important  policy
decisio ns made by the Govern-
ment in this connection are:

* the provision of incen-
tives for voluntary savings,

* ipiroduction of i
compulsory savngs scheme
tied up with a ceiling on
income, and

* introduction of a ceiling
onland and house property.

While it is commendable
and indeed prudent, for any
developing country to endea-
vour to  accamplish its own
investment targels by genera-
ting domestic savings il
would be unrealistic to plan
on the basis that all or most
developing  countries — and
Sri Lanka fs no exception—can
get by without substantial
injection of extarnal assistance.

Such assistance must inclu-
de intra regional co-operation
in trade and aid. Qur Natio-
nal Committee would there-
fore in conclusion, like to
sngeest that the areas of such
co-operation be fully explored
in the forum of the CAFEA -
1CC so that maximum bens=
fits can acorue to participatng
countries as a result of their
mutual efforts at understan-
ding regional problems.

new cxport
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The basic cause for the
inelastic nature of the fax
revenue isrelated to ceriain
structural characteristics of
the tax system.

A most significant feature of
the tax structure in Sri Lanka
is its dependence on foreign
trade sector. It has been found
from empirical evidence
that the dependenc of tax
system on international trade
is greater in less  developed
countries than n  developed
countries, As the economic
development proceeds, the
share of foreign trade sector
in national income tends to
decline and, consequently, the
dependence of tax syslem on
foreien trade sector too dec-
lines

Au actempt is made  here
to test empirically the relative
tmportance of International
tradeand per capita income
in determining the tax revenue
of Sri Lanka A multiple re-
gression analysis is used in
this :tudy and the period
covered iz the decade from
1961/62 1o 1970/71. The size
of the foreign trade sector
termed as ‘openness’ illustrates
the share of imports and ex-
ports in the economy.

The
“openness” as a deferminant
of the tax revenue is mainly
duc to the fact that the tax
system hastended to rely
largely on customsduties. As
shown in Table A more than
30 per cent of the total tax
receipts collected during the
financial year 1970/71 was
from customs duties. Inspite
of being the major determinant
of the tax system, the annual
receipts from customs duties
have not increased at a suffici-
ent rate; this inadequate
growth is mainly 2 result
of the structural factors per-
laining to exports and im-
ports experienced in  recent
times. Under the export pro-
motion programmes, 4
portion of new export com:
moddities were exported at a
lower duty or without duties,
Furihermore, the volume of
exporls has 1not increased
substantially during the past.

As a consequence of
these two factors, the
receipts from export duties
remained at a sitable level,
On the other hand as a
remedial measure for the
deteriorating  position of the
balance of payments va ious
direct and indirect restrictions
on importation of non essen-
tial consumer goods hive
been imposed since the early
sixtes and the ultimate result
was the considerable decrease
in the volume of imports. In
the meantime, intermediale
and investment goods were
imported at alower duty rate
or without duties with a
view 1o promote cafital
investmeni, The outcome of
these tendenciesis that they
have tended to check they
growth of thelax reveue as

significance of

TABLE

Sour
-
-

Customs
Excise duties
Income tax
Licences and ir
revenue not oth
classified

& B

Total

well as the #o\ﬁra
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SOURCES OF TAX REVENUE
1960/61 1962/63 1964/65 1966/67 1968/69 1969/70 1970/71
Amount Amount Amount Amount Amount Amount Amount
Rs. Mn, 7% Rs. Mn. % Rs.Mn. 2 Rs. Mn. % Rs.Mn. % Rs.Mn. % Rs.Mn. e
659.8 54.6 6068 48.9 6735 46.7 6927 45.7 754-2 438 6250 34.1 6106 320
duties 207.0 17.1 2720 219 3367 23.3 402.1 26,5 5241 304 6717 366 7516 394
: tax 314.0 2,59 3238 26 3495 242 353.8 233 397.1 23.1 4952 27.0 4942 259
g aﬂ internal
e nototherwise
ed | 28.7 24 3T 34d P2 a5 68.0 4.5 46.0 2.7 429 23 527 2g
stal 1209.5 100.0 1240.3 100.0 1442.2 100.0 15166 100.0 1721.4 100.0 1834.8 1C0.0 1669.1 1€0.0

rof;aran current

otk castoms duties,
s 4d through
excise duties

expanded at a

Sources: Accounts of the Revenue and Expendinne of the Government and
Estimates of the Revenue and expenditure of I.he Government.

and the narrowness of the
tax basein the former group
of countries.

Unlike other taxes, the re-
ceipt from business turnover

WSS

B *S S. COLOMBAGE

e

tax receipts.
xeLment of faxa-
has been  imposi-
account of the
a largely sell-
or in the
\fhermore, since
-0 - monetization
ulfural sector re-
r level, such
nt] becomes more
ugh the extent
x | evasion cannot
cisely, a sizz-
revenue is
ighout  the eco-
ay Lbe proved
at: Rs. 225
additional income
nts. Meven after)
" 4" capital levy)
ted as a result of
tization exercise
¢ Qstober/Noyem-
E'axgh]e capscity
f income tax in
ell® countries is in-
than the tax-

ity ' in developed

{i the lower
yJofipita  income
B

‘ l-'/ -

Yy

CURRENT EXPENTITURE

1962/63—1966  1967/68—19T71/72
Rs. Mn. % R Mn,  oF

s and
\ " sErvices 5457.1 572 7739.4 54.5
i 13328 140 2182.1 154
24356 255 35267 248
4908 5.1 652.2 4.7
11979 126 1368.4 9.6
4077.7 428 6458.1 45.5
unts 37335 392 5841.4 41.1
Subsidies (2247.4) (23.6)  (3037.8) (21.4)
nsfers 3435 3.6 6167 4.3
9534.1 100.0 14195.5 100.0

Source Central Bank of Ceylon.

tax have increased notably
in recent years. Turnover tax
receipts rose from Rs. 16
million in 1963/64 to " Rs.
325 million in 1970/71. The
basic reason for such en-
hanced receipts was the rate
increased and the extension of

the entire tax  structure 1o-
gether with a  rapid increase
in non-development expenditure
have resulted in low Government
savings fo finance capital
development.

JAL POLICY AND
ITAL FORMATION(11)

Expenditure devoted for
no-developmental purposes as
a proportion of total expen-
diture was 74,7 per cent and
73.6 per cent in the financial
years 1961/62 and 1971/72,
respectively. The basic reason
for the rapid increase in current
expenditure was the expansion
of theexpenditure allocated
for social services @, e, edu-
cation, health and housing)

and transfers to  houscholds
(mainly food subsidy) as
shown in Table B.

It is perceptible from the

above that the disparity exis-
ting between current revenue
and current expenditure has
tended to affect Government
savings adversely.

The limited dependence that
could beplaced on Govern-
ment savings as a source of
financing public sector invest-
ments, severely aggravates the
need to mobilise more reso-
urces from other ways. Govern
ment borrowing can be used
to fill the gap between the
required level of public sec-

tion during the period 1960’
61 to 1971/72 was financed
by way of borrowing
domestic and foreign sources.

Policy Constraints

Certain policy constraints
_ should be taken into account
in considering the rtole of
Government_ borrowing pro-
grammes and deficit finan-
cing policy in the confext of
Rublic sector investments.

The prospects of wutilizing
foreign borrowing as a soyrce
of financing capital expendi-
ture may be limited by the
debt servicing  capacity  of
Sri Lanka and the ability and
the willingness of the lending
couiltry or international orga-
nization to grant loans- On
the other hand, it isevident
thal a substantial portion of
foreign loans has been utili-

sed for non- developmental
purposes (i. &. for consump-
tion.)

Apart from foreign borrow-
ing, domestic borrowing, too,
faces certain limitations. A
major bottleneck in increasing
domestic borrowing is the
inadequacy of private savings,
Large part of domestic bor-
rowing has been  subscribed
by Government and Semi-
Government institutions (i e,
captive market}; direct contri-
butions by the public re-
mained at a low level.

The need fo step up  private
savings not eonly to  provide

from -

the Five Year Plan, As depic-
ted in this Table, about 60
per cent of Government
capital expenditure is expec-
ted to be financed through
Government and  private
savings in 1972 and this ratio
rcaches the level of 70 percent
in 1976. There appears lo be
an imimediate need, therefore,
lo expand domestic savings
considerably. The Five Year
Plan indicates that savings
rate should rise from the pre-
sent figure of 13.5 per cent of
Gross Domestic  Produet to
tbout 17 per cent, if invest-
ment targets envisaged in the
Plan are to be realized.

Hence, suitable measures
should be adopted to enhance
Goverenment savings as well
as private savings.

Drastic changes needed

It has been shown earliers
that  the disparity between
the growth rates of current
revenue and current expendi-
ture has tended to effect the
Government savings adversely.
On the other hand, it is
imperative that a develop-
ment strategy aimed at higher
tate of growth requires a
higher level of Government
savings. Thus, drastic chan-
gesin the budgetary policyin
Tespect of  Gavernment
savings, which are necessary
to coordinate fiscal policy
with a programme designed
for higher level of growih
have become obligatory. The
Five Year Plan has drawn
special attention to this prob-
lem. ... this sitvation ref-
lects the serious inadequacy
of budgetary resources for
invesment. More specifically,
the Government's budget
should have a subtantial sur-
plus et revenue over current
expenditure so that such sa-
vings could be di ected into
public  sector investments.
Past policies have to be dras-
tically revised’’.

The I. L. O. Mission
has suggestea two basic reme-
dial measures to ecleminate

this critical position of the

the coverage pertaining to tor investments to achieve a @ larger base for the Govern- budgetary policy as follows:
Table C. Sources of Finance for Goverment Capital Expenditure under the Five Year Plan
1972 1973 1974 1975 1976
Sources Amount Percen- Amount Percen- Amount Percen- Amount Percen- Amount Percen-
Rs. Mn. tage Rs. Mn tage Rs. Mn tage Rs, Mn tage Rs. Mn. tage
1.  Goverment Savings
(Surplus on Current Afc.) 112 10.17 123 10.08 197 14.36 288 18.48 383 21.43
2. Surplus of Public
Corporatious 129 10,90 145 11.88 176 12.83 214 13.74 272 15.22
3. Private Savinps 1 560 50.86 611 50.08 672 48.98 77¢ 50 00 906 50 ?ajl
4. Net capital inflow 309 28.06 341 27.25 327 23.83 277 17.78 226 l2.§:\
Total Capital Expenditure 1101 100.00 1220 100.00 1372 100.09 1558 1€0.00 1787 100.00
Source: Five Year Plan, 1972- 76
1. Includes compulsory savings contributions.
turnover taxes. The impre- part'cular rote of growth and sment  borrewing programmes 1. Raising current revenue,
ssive growth of the furnover (pe feyel of such investment but also to meet ihe rargets by adoping the following
bax Seeipts, huwev?r, W45 financed through Government, of the Five Year Plan 1972~ easWcs—
ol su.ff ic.:iem o .Utfsc{ tue savings. The importance ©OF 76 need hardly be enpha- S hh Ly -y W T
B Edsimpast Jof other fax Government  borrowing 10 sized. i, Rates of income’ dax

receipts on current revenue.

The inelusticity of the tax
revenue, narrowness of the tax
base, heavy dependence  on
export and import dulies in

Sri Lanka as a fiinancing tech-
uigue of capital formation is

rejected in  the fact that as
much as 873 per cent of
Government capital forma-

Table C shows the met hods
of financing Government
capital expenditure during
the period 1972 to 1976 under

and rates of inditect taxes on
luxury goods could be raised
and (ax incentive. granted for
investment  purposes should
be removed. It is expected

in the Report that these

nie-
asures would yield an  addi-
tional revenne. of Rs. 700.

million.

ii, FEECs rate should bs
raised and the coverage of thie
scheme should be expand:d
-ta certain othiter equipments
and’  nom - essential goods
which are presently imported
under the official rate. An
additional receipt of Rs. 200
million is expected from  this
measure,

2. Curtailing the progres-
sively necessar yeurrent expen
diture, by cutting the food
subsidy. /

Unless some effective ' ‘te-
asures are taken to  curtail
current  expenditure,  the
immediate adoption of new
tax revenue measures appears
to be neccssary. Although a
drastic reduction  in social
services and transfers may
help to increase Government
savings, it hasits deleteriouns
repercussions on the welfare
objective.  Satisfuction  of
colleciive wanis such as food
subsidy and social overhead
provisions for  education,
health and housing has be—
come a policy matter.

As shown earlier, the in-
come clasticity coefficient of
tax revenue in Sri Lanka has
remained less. than unity in
Tecent vears. Suitable
mezsures should be adopted.
therefore, to increase the tax
receipts by way of increasing
the rates and extension of the
coverage pertaining to domes-
tic indirect faxcs

Measures: that havealready
been taken to raise inwest-—
ments made by private indivi-
duzals in Government securi-
ties need to be continued,
Interest rate policyin respect
of Government borrowing
is necessarily a part of the
integrated fiscal-moneciary
policy which aims to achieve

a higher level of capital for-
mation.
There has been a  rising

tendency of interest rate on
Government borrowing. Du-
ring the period 1966/67 to

to 1970/71 the rate on 3-T7
year bonds increased from
31/2 per cent to © per cent re-
presenting an increase of 2 1/2
per cent. During the same
period the rate on 12-15 year
bonds increased from 31/2
per gsnt to 6 1/2 per cent
iepresenting an increase of 3
per cent and the rate gn 2[-2

_;u'.'ir bonds rose from 4 1/2
per cent to 6 1/2 per cent
showing an increase of 2 per
cent. Meanwhile, the current
rate on 10-12 year  bunds
stands ut 9 per cent.  Since
held in such

private savings
financia! institutions as the
National Sayings Bank are

invested in Government securi-
ties a high bond rate would
automatically enable  these

Contd. on page 9
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National Day of the Socialist |

Federal Republic of Yusgoslavia
(29-11-1972)
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oreign Exchange from |’
“invisibles” ?

’ According to the

statistics  provided by the
Yugoslay National'  Bank, the inflow of foreign
exchange into the Ywgoslay economy, from invisible
non—trading sources, has reached 1, 125.6 million dollars
in the first nine months of this year. In comparison
to the last vear, it represents an increase of 259%. The
larpe forcign excnange inflew is mostly contributed to
the fransfers of savings by Yogoslay labourers abroad

and tourist trads, 973.9 million dollars.
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MESSAGE FROM THE AMBASSADOR

Yugoslay  peoples
their  29th
founding
Federal

Today
are celebrating
Anniversary of the
of the  Socialist
Republic of Yugoslavia.

L]

During the world war [l
people’s representstives, mem-

bers of the Anti - fascist
Council of the Nationa
Liberation of Yogoslavia,

approved on November 29,
1943, the legal acts concer-
ning the future socio-politi-
cal system of a multinational

community ®s the socialist
demogcratic Republic.
-
For nearly three decades
now, the country is being

built; at thesame time, its

INGRA

Business Association for
Designing, Construction and Sale

of Projects, Plants and Equipment-
ZAGREB (Yugoslavia)

The twenty associated Member-.

Companies of INGRA perform the following:

- Construction of civil engineering works
(Irrigation, power and Indusirial projects)

- Geological, Mining and Civil Enginee-
ring investigations, Groutings efc.

- Supply

and erection of Power and

[ndustrial Plants.

N O PR .11 s B s S i 0 L0 S L)

socio-political system and st-
ructure have been built and-
when necessary-adapted and
reshaped. The most adequate
and applicable solutions for
various problems are sought.
By introducing the self-
management in = economic,
political and all other spheres
of social life, the man, in
fact, goyerns such a society,
Yugoslavs are aware of the
complexity of such social
processes. But they know
that their  socialist self
managing society is capable
to fight all conflicts and
difficulties. Therfore. they
are determined to persist. At
the same time they are ready
to talk openly about all
problems confronting them,
including their own weaknesses
before the Yugosiav. and
world’s public opinion.

Madame Ol _a Strujic
Ambassador of the Federal
Republic of Yugoslavia.

Under such conditions the
positive results  have © been
aclieved in economic develop-
ment of the couniry. Also,
in edugation, culture arts and
Sports.

From a relatively underde-
veloped country, whose pre-
war national income  per
capita was only about 200
dollars and today it already
reaches abou: 700 dollars,
an  ingdustrially  developed
country emerged. The annual
rate of economic growth is
7.3%; the total output of
productioin, comparing  with
the pre-war period. has been

increased by 11 times. Many
new [actories have Dbeen
built; also, hydro-electric

power projects and naw roads
schools and hospitals, ete.

For the last 10  years, the
foreign trade wvolume Wis
enlarged by three times, or

per annual rate of 11.7%.
The living standard of all
populationis  in overall 1ner-

eag>. Education for all citi-
zens is free: over one million
of students attend about

1.850 secondary schools and

4bout 250 higher educational
institutions and  universities.

The peoples of Yogosla-
via are fully sware of the
fact that the further develop-
ment socialism in their coun-I
try, in a way, is depending
on the state of affairs in the
world. Therefore, the guide-
line for the general orienta-
tion of Yogoslavia in foreign
policy and for her activities.
in internstional matters is a
continuous struggle for peace
and security, for sovereinpty
and equal cooperation betwesn
all states, for overcoming the
difficulties in economic deve-
lopment of the under developed
Hence, the maximal engage-
ment in solving of world-wide
problems is the constant
characteristics of such a
policy. Those are the postu-
lates of the Yugoslav foreipn
policy whichis in full con—
formity with principles ‘of the
active peaceful  coexistence
and non- alignment.

Yogoslavia and Sri Laaka
are msiotaining very friendly
relations and froitful  co-
operation for many years.
Both countries are siriving
for a faster economic deve-
lopment and brilding of socia-
lism; by doing so, the speci-
fic conditicns are guiding
them toscek for specific solu-
tions, the solutions which lead
to the same aims. The
cooperation in infernational
matters is basically determi-
ned by many common inte-
rests, and  therefore,  their
stands on many international
problems are ideatical or very
similar. Constant sctivity of
Yogosiavia and Sri Laoka in
non-aligned movement and in
the UNO, 1s the most ade-
quate exvression of their
foreign policics,

Friendship and mutual res-
pect, which for wvears exist
between the P ime Mi nister
of Sri Lanka, Madam Siri-
mavo Bandaranaike and the
Yogoslav President Josip Broz
Tito, contribute, in particu-
lar, toa very fruitful bilate-
ral cooperation,

I am taking this opportu-
nity to conveyto the people
and the Government of Sri
Lanka my most sincere wi hes
for further successes in buil-
ding their country and attain-.
ing overall wellbsing.

—
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Foreign economic  relutions of

One of the basic factors
of the economic devlopment
as a whole, foreign economic
relations, has been given
an important place also in
the social plan  of
development of Yugoslavia
up to 1975, The degree
of the entire economic
development depends for a
good part on the degree of
efficacy and breadth and
complexity of the incor-
poration of  Yugoslavia’s
economy into the contem-
porary stream of the world’s
cconomy, especially inter-
national trade,

One of the pre-eminent
aims of the further
development of  foreign
cconcmic  relations is the
expansion and intensification:
of the exsting commercial
relations which  Yugoslavia
already has and the opening
of new  possibilities and
fields of cooperation (joint
capital investmeats, industrial
cooperation  deals and
business technical cooperation
etc) between Yugosalvia’s
economy and the economy
of other countries. All this
should be based on and be
harmonious with the planned
internal courses of the
economic development and
its foreign component.

As a  beginning, the
basic principles of the
transitional, and later ramified
foreign-exchange and foreign
trade  system have been
determined. The main ten-

liberalization of foreign ex-

transactions and the realization
the convertibility

pre-requisites of Yugoslavia's

The bearer of the

continues to be the economic
organization, while conditions
gradually being created

market in regard to criteria
and conditions of business.
The transitional solutions for
foreign-exchange
foreign frade system went
into force in 1972. The new
measures of monetary credit
policy should contribute
the faster growth of exports

trends in this field will
be effected by a more up
to date and adequate system
The machinery
of duty refunds will also
perfected, which
means incentive to exports,
domestic production

required degree and yolume

system of customs and non
customs regulations.

development of the

economic  relations up to

1975 are the following:
Furtherdynamic grow:h

of volume and value ofs
overall lorcign trade,  with

the faster growth of exporls
than the growth of pro-

duction and imports, with
a high degree of growth of
invisible revenues (the tourist
trade, workers  remittances,
ete.), imports ensuring  the
rational supplying of produ-
ction and the market
with indispensable  raw
maferials, equipment and
consumer goods,

The lowering of the

deficit in the (rade and

payment account and
increasing of foreign-exchange
reserves:

More harmonious rat-

ional  structure@  greater
participation  of developing
countries | in  Yugoslavia's
overall® trade, efforts to
expand trade with the hard
currency area, while
lowering the trade  deficit:
finally, intensification and
the further  development
of trade  with the East
European socialist countrics

In addition to the

strivings for the stabilization
of internal economic courses,
changes will be made in the
foreign - exchange and foreign
trade system which should
be backing for these
strivings,  These are also
the conditions for the
realization of the conyer-
tibility  of the dinar. Owing

Foreign capital

The law to wunite the
means of the Yugoslay and
foreign firms was enacted
five years ago giving (he
green light to the investment
of foreign capital into the
Yugoslay economy.

Fifty  two  agreements
between the Yugoslav enter-
prises and the foreign firms
were registered in the
Federal Ministry of Trade
upto August 1972, The
total pre-calculated value of
the joint investments per
above agreements come to
some 4,800 million dinars,
1200 million dinars of which
has been accounted for by
the participation of the
foreign partners (rate: 1 dollar
i7 dinars)

In 1968, the first year of
the implementation of this
programme, there were five
agreements registered, with
the parficipation of 210
million dinars of the foreign
capital: twelve agreements
in 1969, with 344 million
dinars: eleven agreements in
1970, valued at 286 million
dinars: 17 agreements in
1971, reaching the sum of

-

during the first five
agreements concluded,

foreign capital invested.

foreign partners participation

of 49 per cent, as prescribed
by law. The most frequent

ol Geérmany

in the Yugoslav economy

Yugoslavin

Yo all this,! " atministrative
Influences upon the foreign
economic relations  will be
removed,.. and. 4 ealigti¢
policy of the per rate of the
dinar will be pursued.

During the period bet-
ween 1971 and 1975 an
average growth of exports
of goods  and services is
put at  about 12  percent
annually, compared with 11.7
percent during the previous
five-year period. On the
other hand, imports should
grow  at the rate of 10
percent.

Invisible Earnings

It is realistic to presume
the further development of
the tourist trade andinflow
of foreign exchange from
the ftourist trade and a
greater demand for services
in transportation construction
engineering and international
trade.. Upon these grounds
the foreign-exchange inflow
will be increased et the rate
of 14 percent to 16 percent
or from 814 million dollars
in 1970 to . about 1.6
milliards in  1975. The
share  of earnings from
invisible transactions  with
other countries in covering
the costs of imports should

be increased from about 29

percent in 1970 to about 37
percent in 1975. This will
also  make for another
important  goal - a lower
share of foreigcn loans in
covering imports.

The planned trends of
exports and impo1ts of goods
and services should make
for a cut in the deficit in
the balance of payments of
Yugoslavia to about a third
of the deficitin 1970, which

would  no longer be an
excessive burden upon
Yugoslavia’s entire balance of
payments in  view of = 1he
considerable inereage in the
overall foreign (rade (by 1.7
times). y

The wtilization of foreign

- Tesources. (lomns, etey will

incr.'casc steadily  in  volume
until 1975 (although the
share  of these loans in
m._wering imports will
diminish in relatiye terms)
Fireztl(:l’ and more significant
JoI°t investments of capital
by domestic and foreign
enterprises are alsg planned
(along with improving  the
pa't!_crn and method of
utilizing resources aimed at
modernizing  apg recons-
tructing the indusiry). while
a sr.?ecial effort will be made
to increase the participation
of united  resources special
effort will be made to ncrease
the participation of united
r:sources in the overall foreign
resources, Credits are likely
to be untlized tg g greater
extent for the importation of
equipment.  which will
especially  contribute to
hastening the modernization
and reconstruction  of the
present i ndustrial plant, better
foreign liquidity and easier
and more flexible transations
with  foreign countries,

Much greater uce should
be made of foreign TeSOurces
on the basis of contracts
on joint casital investments
foundedon longterm many-
facturing cooperation,

If the basic aims of
development  of I'nre]'gﬂh
economic  relations are
reached, itis expected that
the countries liquidity in
relations to other countries
will be better, relations will
be liberalized, and the dinar
will be made convertible in
the near iuture.

Picture shows an industrial complex in Yugoslavia

Actually, some 14 firms
from these two  counirigs
have taken the lead,
participating primarily in the
construction of facilities and
the improvement of industri-
al  production.

CAPITAL..

(Contd from page 7)

institutions to pay a higher

| rate of interest Lo their depo-

sitors Though'it is not possi-
ble to work out a direct

link between interest rales and

savings, the increase in inte-
rest rates and savings after
the deposit rates were raised
18 a pointer in this direction.
Within the existing  frame-
werk of public debt operations
in Ceylon, higher inferest rates
on Government borrowii g
.seem to serve as the Dasic
medium for achieving the
borrowing targets envisaged
in the Five Year Plan.
Problem of Capital Formation

The eflectiveness os fiscal
policy as an instrument of
capital formation in Ceylon
has been reviewed in the
preceding sections in the light
of the overall economic ob-
Jectives,

Public sector capital for-
mation has increased at a
rapid rate during the past
decade, mainly on account of
the substantial provisions for
economic and social overheads.
It is evident that public sector
investments have played a
significant role in stimulating
the rate of economic growth,
A simple regression analysis
which covered theperiod 1962

to 1971 reveals that publie
sector investments have a
very high multiplier ¢ffect on
Gross National Product.
The problem of raising re-
sources for enhanced public
sector capital formation has
become critical and invete-
rate in recent times. The
cffectiveness of Government
savings in this process has
been severely restricted by the
stagnating nature of current
revenue coupled  with the
rapid increase in current
expenditure,  Slow rale
growth of current
revenue is mainly attributed
to the low income elasticity
of tax receipts, The dependen-
ce of the tax system on cus-
toms duties has tended to
check the rate of growth of
tax receipts, since the receipts
from customs duties had not
increased at a reasonable
rate. This study based ona
multiple regressicn  exercise
indicates that international
trade 1ather than per capital
income is the major  factor

Contd. on  pagelQ
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DEVELOPMENT
EFFORT

The 1973 Budget is indeed a crucial one in the
context of the snccessful implementation of the Five
Year Plan. We might therefore, be excused for delving
on it once againm.

It isaccepted, and also granted, that the econom y
of the countryhas sagged badly ani fallen into the
lowest depths. The task of the Goyernment today (and
that of the Minister of Finance in particular), is te
resuscitate the economy in the first instance and then
ensure rapid growth within the framework of a socialist
democratic State in order to bring abont social justice
among: the broad masses.

TODAY DISILLUSION AND FRUSTRATION
ARE RIDING HIGH AND THE PEOPLE, PAR-
TICULAR THE COUNTRY’S YOUTH ARE IM-
PATIENT AND THEY LIVE IN EXPECTATION
FOR A BETTER TOMORROW THEIR EXPEC-
TATIONS MUST MATERIALIZE IF THE COUN-
TRY’S POLITICAL AND SOCIAL FABRIC IS
TO REMAIN UNSTRAINED. IF THE COUNTRY’S
DEVELOPMENT PLANS FAIL TO PRODUCE
THE DESIRED RESULTS A CATASTROPHIC
SITUATION COULD PROBABLY ARISE.

It must be borne in  mind that shortcomings and
contradictions are necessarily inherent in various develop-
ment proposals that are underigken by developing countries
like Sri Lanka. As the Minisier of Finance admitted
in the course of the budget debate; *...thereare shori-
comings in my schemes, but we are trying for the first
time to get a plan going with the participation of the
people. This is a new concept,”’

Thus it is imperative that a concerted effort should
be made by all—political and other ideological concepts
apart—in the massive task of nation building. The
interest of the com3try must necessarily receive priority.
Criticize ifwe must, But the criticism that would be
welcome at this critical juncture is no doubt constructive
criticism. The economy has remained stagnant and
what has been achieved in recent years is a negative
growth rate in real terms. And as the Finance Minister
points onf: “A “stagnant economy canmot provide
plenty for all. It can provide plenty for some and
improveris iment for others. Such a lopsided position
caniot but lead to dissatisfaction, frustration and
eventual disaster.”

Merely talking in terms of development does not
suffice. There is an urgent need for a greater intensity
of work. According to the development strategy adopted
by the Government the commanding heights of the
economy will pecessarily be in the hands of the State.
The lethargy and inaptitude that is prevalent in the
public sector must therefore end forthwith bringing
about in its wake greater productivity and efficiency
Work norms must be imposcd and insisted opon.
A'ong with rights and previleges of the workforce,
obligations and duties must receive equal consideration.

Responsibility for the implementation of the Five
Year Plan rests largely on the Public Sector and
therefore it must be geared accordingly.

Printed at Albion Press (olamo) td,
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New round

The world’s leading trading
nations haye agreed to open
a new round of ftrade
negotiations late next year.

This was one of the agree-
ments jeached at a ([Wo-
week session of the contrac-
ting parties to general agree-
ment on tariffs and trade
(GATT), which ended on
November 14.

Presdent Nixon’s  special
rcprcsegtalive for trade nego-
tiations, Ambassador Willi-
am D. Eberle, said that he
considers: the outcome  *a
very good one for all parties
involved **

United
another

He added that the
States views it as

FISGAL POLICY

(@ontd from page 9)

which determines the tax re-
uenue. On the ‘other hand,
the receipts from income tax
have also not increased  at
a sufficient rate on account
of factors such as narrowness
of tax base, tax evasion etc.
Although the elasticity coeffi-
cient in respect of excise
duties was high, the receipts
from these duties were insuf-
ficient to offset the inelastic
implications of other fax
receipis on current  reve-
nue. The adverse effect of

the inadequate  growth of
current revenue on Govern-
ment savings hag been aggra-
vated by the increasing ten-
dency of cuorrent expendi-
ture allocated for social
services and subsidies.

The inadequacy of Govern-
ment savings to finance pub-
lic sector investmenls necessi-
tates Government borrowing
and certain constraints appear
in this context. Effectiveness
of foreign borrowing as a
financing technique of capital
formation may be limited by
factors such as debt servi-
cing capacity of Ceylon and
the ability and the willingness
of foreign lenders to extend
such  assisfance. . Utilization
of foreign borrowing for non-
developmental purposes has
been a further preblem. In con-
sidering domestic borrowing, it
is clear that the inadequacy of
private savings is a major
bottleneck.

Evidently the
of current expenditure has
become imperative unless
measures arc taken to raise
currcnt revenue. Meanwhile,
higher interest  rates on
Goverment borrowing seem
to be useful in achieving
the borrowing targets aimed

curiailment

at financing & higher level
of  public sector capital
formation.

of world tradé: talkst .

step forward in what Presi-
dent Nixon has called ‘“‘an
era of negotiation” and in
what the European Econmic
Community (EEC) has called
“a constructive dialogue.”
GATT -Director  General
Oliver Long said the ‘cons-
tructive’” session had brought
trading nations considerably
closer to the negotiating
table.”
Specifically, in
of - a sumimary by-
session  chairman Giorgio
Smoquina of Ifaly, 4 number
of contracting parties reaffir-
med their  infent to launch
next year negotiations “cover-
ing tariffs, non-tariff barriers
and other measuyes which
impede or distort trade,’’ in

the words

the hope of completing the
negotiations by 1975.
Problems of Developing
Countries

“They agree that the nego-
tiations shall cover both
industrial and agricultural
products, and take particular
account of the mneed to find
solutions to the problems of
developing countries, includ-
ing the problems of the least
developed countries,

They also agree to re-exa-
mine the adequacy eof the
multilateral safeguard system.” o

The contracting parties agreed
to set up a  preparatory \
commiitee open to all con- &
fracting parties and to all il--‘
terested developing countrigs
which are not parties to GATT.

Promotion of joint ventures
in developing countries

The Japanese Ministry of
trade and Industry is planning
to create a new agencyto pro-
mote small enterprisesin joint
industrial venturesin develop—
ing countries.

Their plan represents part
of MITI’s radically-revised
policy ror promotion of
Japanese economic coopera-
tion with developing nations.
The policy has been revised
in answer to growing criticism
among developing nations of
the mode of economic co-
operation cxtended in the
past.

Under the revised policy
MITI is also creating next

year an ‘economic develod-
ment analysis centre® at ifs
Institute of Asian Economic
Affairs in Tokyo. In addition
an “International  industrial
technology Tresearch centre’
is to be set up at MITI's
Institute of Industrial Science
& Technology. Both centres °
are to help make economic |
cooperation more effective.

Japan’s, annual economic’
coopsration  Wwith developing |
nations; in monetary termswy
attained § 2,141  million
during fiscal 1971, 0.96
per cent of its gross national
product.

Major export sector...

(Contd from page 1)

Approximately half of the
rubber acreage in Sri Lanka
consists of holdings below
100 acres. The bulk of
their production consists of
low-grade sheet rubber and
scrap crepe. Aslong as pro-
cessing is carried out on  a
minor scale by individual
holders, the upgrading of this
rubber would be a difficult
task. Hence the Ministry has
initiated the establishment of
group collecting and process-
ing centres all over the Island,
The target is 20 such centres
per annnm during the Plan
period, but depending onthe
success of the centres started
this year, it is proposed to
increase the number to about
30 per vear. The centres
started so far have produced
very encouraging resulls.

When a fair npumber of
collecting progessing centres
for rubber are establishad,
it 1s proposed toset up a
Rubber Manufacturing Ceor-
poration tp supervise  the
overall progiamme.

As Sri Lanka does not wish
to be left behind in the
progress made  hy  other
countries in the manufacturg

of new forms of rubber such
as block rubber, the Five
Year Plan  envisages the
establishment of five block
rubber factories during the
period, The first of these
will be a pilot ~ demonstra-
tion and training project at
Mawanella where smallhol-
ders’ latex will be conver-
ted to new process rubbers.

The factoryis expected to
be in operation at the end
of 1972. The cost of the
project is Rs. 7.2 million of
which the UNDP wauld con-
tribute Rs. 3.3 million Also
a Technical Speciafications
Laboratory will be set uP
with UNDP assistance toteSt
and control all products of
new process rubber.

It is clear that the return
from coconut & a mono-
crop is relatively un-attractive
when compared to other Y
plantation creps. The Futurc
of the coconut industry may
lie in anintensified wtilisation
of land under coconut by the
introduction of other crops
as well. Experiments  have
:\lrls:;.dy commenced in this
field.
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