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Area Total:
Cultivated: 3.2 million acres

Population (at end of 1953): 8.3 million
Rate of growth (19L2-1952): 2,8% per annum
Density of population (1953): 325 per sq. mile of land
1670 per sg., mile of cultivated land

National Income

Income per capita in 1952: USH 120

Gross national product (1951; Rs. million, Gross national expenditure (1951
at factor cost) Rs, million, at market price)

Tea 800 Consumption:
Rubber 571 Imported goods 1524L
Coconut & products 539 Local goods 1595
Rice 200 Services 3/ 80k
Other agricultural Remittances abroad 231
products 1/ 590 Gross capital
Industry 3/ 5L9 formation 665
Trade and transport 566
Services 3/ 8ok Total 11819
Total L1619 Excise duties and
subsidies =200
1/ Including forestry and fisheries,
2/ Including construction.

3/ Including Government.

Composition of Foreign Trade (1952-1953 average; percentage of total value)

Exports ' Imports
Tea 53 Rice and wheat 30
Rubber ] Other foodstuffs 20
Coconut Textiles 12
products 18 Other manufactur-
Other _L es & fuels 38



™ot TN ~
bdagiC DaLa == 2,

Balance of Payments, 1953 (exchange control data; Rs. million)

Credit Debit
Merchandise 1502 1658
Remittances & dividends 31 126
Services 203 177
Defieit on current account -225
Private capital, errors & omis-
sions 2
Total deficit -198

Government Finance, 1952-53% (second revised estimate)

(Rs. Million)
Revenues Expenditures
Ordinsry budget (exel. sub-
sidies) 871 691
Food suhaidias (net.\ - 1Ll
LR wao LULS w \*s 7 ——
Railway and electricity 8s 96
I.noan Rudcat - 290
A A=Y ] “\.“a' v Lo = v
Tatal dofinit =108
4 wVta UVLLLVLV -J )
#INanal vear heginnine Natahar 1o+t
V4 el dy J s o N 5*‘.“*“5 W W L el W
GCovernment Assets and Liabilities Avwdl 20 10C],
L] LA WEA W LuNIAI WG QLI AW e d V‘Uo) F-y‘ o s JU_, ‘7)“
D MITI4 aem)
\iltSe ilaliON)
Tanw _¢towm wmiman Aalhdse " AAn
MYUBESTVOL Il JWpCG GQouwe UU)l
Long~term sterling debt# 1 0./
[ P Ak a).e
1LCaEtuUry Uiadd 2
Central Bank Advances -
T o e o Do O pmm? e am T ol v, PR T
LOdIis 10N 0dV LIPS Danns diu ouier

agencies 57
Total public debt 935
Government cash balances 132/

#Net of capital accumulated in Sinking Fund and
excluding War Loan relent to the UK. ‘
1/ Including the whole amount of the &5 million floated in 195L.
2/ Provisional,

Net Official Foreign Exchange Reserves, fpril 30, 195
37 . : : .
Total™ Rs. 602 million

1/ Excluding Sterling Loan Sinking Fund.



FOOD GRAIN SUPPLY

lTHﬂIlQANnQ QF TnNQ\

1,200 | 1,200
YEARLY TOTAL SUPPLY
1,000 fﬁif' L o8
—— IMPORTS.
. ///////// 200

%/////////// /////////, fcfeﬁs«?@?(r// //////

4111997 # /7 91 |
400 7//////4%//////%%%/// A// 400

(s YaYa
; [ VAV
S LocaL crops R

GOVERNMENT FINANCE
(MILLIONS OF CEYLON RUPEES)

1,200 | 1,200
FISCAL YEARS
[ ARt RN o
4990 TOTAL EXPENDITURES~ | 7 TCAPITAL EXPENDITURES ™~ 1000
TOTAL REVENDES Rt st AN
800 EVENUE 800
2 Wi
7)) o
? <ULV
200
1947-48 1948-49 1949-50  1950-51 1951-52 1952-53 1953-54 1954-55
GROSS NATIONAL PRODUCT AND COST OF LIVING
(BILLIONS OF CEYLON RUPEES) ‘ (INDEX, 1947-49:=100)
250
YEARLY :
5 L 200
GROSS NATIONAL PRODUCT »
(««—— LEFT SCALE) i
4 ~ ‘ — . _
e : i50

- /-cosr OF LIVING (Colombo)
(RIGHT SCALE —>»)

;—-—:" - SRS LT L S 100

2.._ —

W

; 50
1947 1948 1949 1950 1951 1952 1953 1954

11/17/53

No.829 IBRD - Economic Staff



T 2.0
#NET INVISIBLES*

o

!35 7/ XXX XXX KK KK TR X KR XX l!

| weesrns | /7 SRS
% s

4 L. 999,
e EEER e -
R 92952 0000
SEEmaa

O o
1947 1948 1949 1950 1951 1952 1953 1954

*|ncluding private capital movements

FOREIGN EXCHANGE RESERVES
(MILLIONS OF CEYLON RUPEES)
1,000 1,000

YEARLY /\
I

800 — \\\ 800

AVAILABLE OFFICIAL_»\

FORFIGCN RECSFRVES
CTWVNLIGIY NLoLNnvVvLo

o
Q
Q
/ |
(e)}
(@]
(@]

400 400
200 - 200

/17753
No.830 IBRD - Economic Stoff



e

Summary and Conclusions
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dependence on forelgn trade and the rapid rate of g
tion, which has been 2,8% over the last 10 years. Ninety percent of
Ceylon's foreirn earnlngs are from exports of tea, rubber, and coconut
products, On the other hand, the country has to import a substantial
part of its food requirements and most manufactured goods it needs, Con-
sequently, movements in the terms of trade, which are quite outside the
control of the Government, exercise a sreat influence on every part of
the economy, Except while the Korean boom lasted, the terms of trade
have been consistently worse than before the war,

2. During the war Ceylon accumulated sterling.balances vhich amounted
to Rs., 1,260 million at the end of 1945, Replenishment of stocks run down
during the war and relaxation of import controls caused a sharp decreass
in 1946 and 19L7. Thereafter the rate of reduction was small until June
1950 when external assets amounted to Rs., 882 million. In the next 18
months the Korean boom brought great (but short-lived) prosperity to Ceylon
and external assets rose to Rs. 1,209 million by January 1952. Between
1949 and 1951 national income in money terms increased enormously. Govern-
ment revenue rose substantially but government expenditures rose even more.
In part the rise in government expenditures was due to increased investment
under the six year program on which Ceylon embarked in 1948 with the object
of increasing production of food and manufactured goods; in part the rise
was due to enormously increased food subsidies, With the collapse of the
Korean boom and the sharp deterioration in the terms of trade, the position
grew rapidly worse., Between February 1952 and August 1953 external assets
fell rapidly (i.e., to Rs. 669 million) to a level below that of June 1950
and the overall cash deficit of the Government reached nearly Rs, 500 million,

3. Before the war, adjustments in the balance of payments were more
or less automatic with a time lag. A reduction in exports induced a reduction
in income and, consequently, in the demand for imports. However, in 1952 and
1953 this relationship between exports, national income, and imports was not
kepts Government revenues fell but government expenditures were maintained,
the deficit being met to a large extent by inflationary borrowing, Bank
credit was expanded to meet about three quarters of the deficit, of which the
Central Bank provided directly about Rs, '250 million. This deficit financing
almost wholly offset the reduction in income induced by falling export
earnings.

he The flrst step taken by the Government to remedy this state of
affairs was the announcement of an austerity program in Sentember 1952,
These measures were quite inadequate and early in 1953 it became penerally
renomﬁyaﬂ that more drastic steps would have to be +Almn and +‘ha+ inflation-

ary policies would have to be stopped, Therefore, in the first instance,
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food subsidies were sharply cut in July 1952, 2 move which was eypected to
reduce not only government expenditure but the demand for imported consumer
goods by the public. Even so, the 1953-5L budget envisages an overall

- 2
deficit of Rs, 89 million.

5. This reversal of previous policies coincided with the end of the
Six-Year Plan, Between 1947-L8 and 1952-53 the Government had spent
Rs. 1,240 million on development and social investment, but the increase in
output resulting from the Six~Year Plan was not significant. In fact, the
increases achieved outside the program have been greater. The most important
increase in these six years appears to have been in the production of rice.

6. The latest budget marks a turning point in the development of
Ceylon's economy, ‘part from the sharp reductions in the food subsidies,
work on most industrial projects started under the first six-year plan was
suspended, and the Government decided not to introduce a second six-year
plan. Instead, the Government has set itself a target of expenditure on
development totalling Rs. 1,500 million, but this will be spent only as re-
sources are seen to be available, / Planning Secretariat has been estab-
lished, which will have the task of determining the priorities between
various progects for the use of such resources as are available from time to
time,

7. The change in fiscal and monetary policies has already begun to
show results. Ceylon has had a trade surplus since January 195L and a surplus
in its balance of payments since December 1953, although this favoresble turn
has to some extent been due to an improvement in the terms of trade. Official
external assets rose from a low of Rs. L8O million in December 1953 to
Rs. 602 million in fpril 195L. In March 195L a &5 millien sterling issue was

-7 wil L. LAl UL

successfully made on the London market., Nevertheless, no relaxation of pre~
sent, nolinias will be nossible for some time to come, and, in addition, much

S A

more attentlon will have to be paid in the future than has been paid 1n the
past to devoting such resources as are avai lable for development to sound

projects assigned to increase food production and other consumer good§. If
10t

present. policies are followed. and nrovided that the terms of trade do t

worsen, Ceylon whoge total fore;éﬁ a;bt, all in sterling, is only about

$28 m11119n’ should he nh1n to provide annually out of foreign nvnhanga 22rn-

ings a moderate amount for the service of new fbreign debt.



Introduction

1. Basically, Ceylon's economy is agricultural, specializing
in the production of commodities for export. Tea, rubber and coconut
products account for 90% of the value of Ceylon's exports, On the
other hand, nearly two thirds of the country's requirements of rice,
flour, sugar, and other foods and almost all its requirements of fuel
and manufactured goods (of which textiles are the most important) have
to be imported. Export income in recent years has directly amounted to
over one third of the national income, The economy is peculiarly de-
pendent on movements in the terms of trade which, as will be seen, have
fluctuated violently since the end of World War II,

2. Before the war, Ceylon had in almost every year foreign trade
surpluses which were large enough to meet its deficits on invisible ac-
count (arising from payments on foreign investment, remittances, ‘etc.).
During World War II, exports increased while imports were reduced, and
large current balance of payments surpluses were achieved despite an ad-
verse move in the terms of trade,

3. Between 1939 and 19L5 foreign assets rose from Rs. 275 million
to Rs. 1,260 .million; currency in circulation from Rs, 45 million to
Ra. 419 million; end net public debt from Rs. 1L2 million to Rs. 351 million.
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I. The Situation before the Xorean Viar (1945-50)

6. The strong financial position in which Ceylon found itself at

the end of the war was not long maintained, Foreign assets (including
the assets of commercial banks) declined from Rs. 1,260 million at the
end of 1945 to Rs. 947 million at the end of l9h7—~a fall of Rs. 313 mil-
lion, In the next 2-1/2 years foreign assets fell only by Rs. 65 million
to Rs. 882 million at the end of June 1950, The rapid fall in the imme-
diate postwar years can largely be attributed to the need for restocking
and the relaxation of import controls. The comparative stability there-
after was due to the fact that the volume of exports rose faster than the
volume of imports, both being higher than before the war, The fact that
despite this there continued to be some decline is because the terms of
trade which had turned against Ceylon during the war showed little improve-
ment; in 1948 the index stood at 69 and in 19h9 at 77 (193L-38 = 100),
The reason for these adverse terms of trade is easy to see, 'Thereas the
price of rice rose to about six times the prewar level, the price of tea
(whlch accounts for more than half of Ceylon's export earnlnps) was only
three times and that of rubber only 60% above the prewar average.

7. Internally developments were on similar lines as can be seen

from the budgets for the three years beginning in 1947, the first year of
Ceylon's independence, In each of the years from 1947-L8 to 1949-50 the

i1 Ce S s

budgets were in overall deficit; the agpregate deficit during this period
amounted to nearly Rs. 350 nillion- These deficits were met partly by

drawing down government cash balances and partly by borrow1ng. Cash bal—
ances amounted to Rs. 218 million a2t the begimmine of 1Q)|7.J 8 and were

anceg amoun AT e JALE T SRS 8 ) vl [ZE LR 22224

reduced by about Rs. 160 million in the three years thereafter, In the

game nariod the Government horrowed nnnvﬂv Pc 1'7('\ million. of which ahon
o Caasans rv a4 W aE\J NSV W b dMAAI LY LA R IR AL A AT Y EX A=A l“-b.‘-ﬁvl‘, A ViAdari b CAW\I A

Rs. 110 million was obtained by expandlng bank credlt to the Government,

i ad o v onw1 rates of Re 1A m111‘lnn Ra‘hxrnnv\ qbn+am'hav- 10_'-'7 and Santam.
'V., L= ~ Jw '-‘- LAY & ] e d AP y e J ] AL ANA vﬁyvvlu

ber 1950 net rupee debt rose from Rs. 309 million to Rs. LLS million, but

more than half of this incerease reprssented bhorrowine in the form of
Al“‘ A Wi dodats deddis b WCAV S - r’ i WS WA 5 e X U“O e di NS A

Treasury bills (they reached the amount of Rs, 78,6 million at the end of

-"4ana1 'IQ‘ o.cn) During +thaca +hw woarg "Loan Ewn "+1“n"'l / +n+n11nr§

V- Y-Y
Q7= V7 e AL L WITOT Wik ee J Tado i CRE A Ayc‘l\,(d- VAL

Rs, 50 million, amount approximately equal to the entire budget deficit

Lar thas narnwiald
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1

t
servative. In general

b | / Dace ~LaVaw __-,;.:__ ) P T I e | ) PR e 1 ¥ A
_.k/ N[UUPEILL SPeARLIIEy DY J-JUd.Il uxpenulbure ].S mb'ano Ca{’lm e LenO:!.Bure,

met from the proceeds of Government long-~term borrowings on development
projects; but, in fact, not all "loan" expenditures have been on develop-
ment projects, and a considerable amount of capital expenditure on develop-
ment projects has been met from current revenues,



of 1949-50 was larger than those earlier. The overall cash deficit was
Rs.153 million as compared to ks, 156 million of Loan Expenditure. To
meet this deficit cash balances were drawn down by Rs, 75 million. The
value of Treasury bills outstanding increased by Rs., 62.4 million and
Rs. 35 million were raised by floating loans. In spite of the expanding
money volume, external assets in 1949-50 were relatively stable. This
stability was undoubtedly due in part to the improvement in the terms of
trade that occurred after the devaluation of the Rupee in September 1945.
In the absence of this improvement it is probable either that imports for
consumption could not have continued at the same level or that resources
for development could not have been provided except by drawing down for-
eign assets,

II. The Korean Boom

9. £&s it turned out, the terms of trade scored a further sharp im-
provement with the outbreak of the Korean War. The boom that followed caused
a marked but only temporary improvement in Ceylon's position, the effedts
of which lasted until approximately January 1952, The prices of almost all
export commodities rose so much that the value of exports in the year after

July 1950 was nearly double the level of the precedlng year. The volume of

exports increased only slightly., The changes in axport and 1mr~nr1‘ nrices

S A —reve TR0l LilL) Lol vy +aie eiSilp Vi &KL A L ACTe

can be seen from the following table of price 1nd1ces-
(193L-38 = 100)

Exports 1949 1950 1951
Tea 303 351 36L
Rubber 162 393 650
Coconut products L1 857 1006
All products 32k L39 o3’
Imports
211 products 123 L3L 51h
Terms of trade 77 101 104
10. National-income (GNP) increased enormously to Rs. L,620 million
in 1951; and government revenues jumped from Rs. 623 million in 19L9-50
to Rs, 875 million in 1951-52, The effect of this boom on the balance of
Prnda rtyae amial ler anlra
Wi QUG WA v““& Llw Pa3 AT ]
(In Rs, Mill;on)
Yy
Forelgn Trade 1949 1950 1951
Exports 1063 1563 1904
Imports 1029 1167 1559
Surplus 3L 396 3Ls

1/ Customs figures.
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11, Ceylon also began to run a balance of payments surplus, which
was estimated at Rs. 116 million in 1050 and Rs, 116 million in 1951, and
external assets rose as is shown in the following table:

Total External Assets (In Rs. lillion)

Lnd December 1949 93L.0
June 1950 882.4

"  December 1950 1076,6

" March 1951 12L0.2

®  June 1951 118L.7

" December 1951 1185.3

" January 1962 1208.6

12, The effect on the budget is shown in the following table:

Government Budgets - Actuals

(Rs. Million)

1/
19L9-50"  1950-E1 1951-52
Ordinary Expenditure
(including ‘deficits of Railway and 563.2 7307 SLl.3
Electricity Undertskings Dept.) ’

Of which: net food subsidies Ll,2 138.5 252l
Ordinary Revenue 623.3 835.9 875.3

Of which: customs 355.9 527.7 L87.2
Surplus or deficit (-~) on :
ordinary account 60.1 105,.2 69,0
Loan Expenditure 155.6 06,7 202.9
Overall deficit 95.5 L1l.5 271.9

1/ Fiscal year October 1 - September 30,

13.. It is significant that, although annual government revenue in-
creased by Rs, 252 million in this period, ordinary expenditures rose by
Rs. 360 million. Much of the revenue increase resulted from the higher
customs receipts which was due to a large extent to an increase in export
duties. The increase in the expenditure on food subsidies, which accounted
for Rs. 211 million of the increase in ordinary expenditure of Rs. 360
million, was also due to government action. In October 1950, to counter
the rising cost of living,the Govermnment reduced the rationed price of rice
from 36 cents per measure® to 30 cents and in December 1950 made a further

1/ » measure of rice is approximately 2.3 lbs.



reduction to 25 cents, The prlce of rationed rice was reduced and kept
at this level until July 1953 despite a substantial increase in price of
the imported rice, The substantial rise in the price of imported rice
increased not only the value of imports but also the budgetary ouflay on
food subsidies.

1. From 1949 to 1951 the Colombo cost of livine index rose by about
10% whereas it is estimated that the average real per capita income rose by
about 20%; and the index of real wages of estate labor increased from 121
to 157, or by nearly 30% during this periode The relatively small increase
in the cost of living index and its stability over a period of more than
two years was due to the low price of rationed rice and to pgreatly enlarged
imports of consumer goods in general, made possible by liberal import
policies,

16, The increase in national income provided a good oprortunity for
floating povernment loans. In the second half of 1950 and #n 1951 the Govern-
ment raised Rs, 150 million of a Second National Development Loan, the preater
part of which was obtained from non-banking sources, These funds and higher
revenues enabled the Treasury to strengthen its position considerably. The
government cash balances rose from Rs. 56 million in September 1950 to Rs. 1LO
million in November 1950 and were maintained at this level until January 1952,
At the same time, Treasury bills which had nearly reached the legal maximum
of Rs., 100 million outstanding by November 1950 were almost all retired in
the eleven months following.

17. Ceylon which benefited greatly from the high export prices was
in a particularly vulnerable position if the terms of trade should suddenly
change adversely., For any such change would mean that real income and govern-
ment revenue would suffer. Nor could it be expected that by the time the
terms of trade worsened increased production would coupensate to any signifi-

cant extent.

18. In fact, in an economy like Ceylon's a rapid rise in the national
incomne resulting from increased export earnings (in the absence of counter-

vailing action by the Government) inentablv stimulates the demand for im-
ported goods; and this demand continues for a time even after national income

declineé.
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+ily Balance of Payments and

Budgetery Diffiiculties

18, The finaneial and economic situation changed sharply for the
worse from Februaryl952 onwards; and the effect of this change on Ceylon's
cxternal financial position is shown in the following table:

(In Rs., ¥illion)

1952
Exports 1502 )
Imports 170% ) Trade deficit - Rs. 203 million
Balance of payments deficit on current account - Llé

Reduction in external assets (including commer-
cial banks) from Rs, 1185 million to Rs. 837
million - 348

The value of exports declined by 21% although the volume increased by hiZ.
Import prices rose by 10% and import wvolume by 1%.

19. The fall in export earnings due to individual e:port items was
as follows:
Fall in
1951 1952 Earnings

(Rs. Million)

Rubber g2 363 219

Coconut products 320 231 C9

Tea 800 723 7

Others 202 185 17

190k 1502 h02
Rubber suffered the sharpest drop in i*s prices. The average price of the
best quality rubber in 1952 was Rs. 1.38 per pound in the Colombo market
as compared with Rs. 2.15 per pound in 1951,
20. The increase of import value by Rs. 1Ll million i was

t
of trade were 75 as r\nmharnd with 10} 2t the end

ciT 12 wav Tas

3
tagle shows the principal import items in 1952 and the ‘1ncrease over
19¢1,

7 S
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(In Rs, Million)

Foodstuffs 791 (#£95)
(of which, rice) (329)  (#93)
Petroleum product 132 (£18)
Machinery, electrical
goods, metals 189 (#15)
Textiles 219 (- L)
The ymit value of rica rocse by RY (fram Re . EQ7 nay metnia +an din 10C71 +a
-~asww Ad A s W v At W Weh WY & W UJ A \ deds Wiilk LUk @ 71 yv& Hiw Vi v VAL hdd W) e v
Rs. 823 in 1953).

21. Internally, too, the government financial p051tion deteriorated,

After January 1952, the cash deficit began to mount and the year J.7;J.~5c
closed with a deficit of Rs. 272 million. Loan expenditures rose to Rs. 203
million and food subsidies to Rs. 252 million. At the end of September 1952
the cash balances were reduced to Rs. 66 million, the amount of Treasury bills
outstanding reached Rs. 93 million, and in addition the Government borrowed
Rs. 72 million from the Central Bank. The fiscal position changed from a com-
fortable to a very tight one.

- ardm

22. The budget deficit continued in fiscal 1952-53, amounting to Rs,
195 million; but the “cash deficit was Rs. 232 million, The Government made
various cuts in proposed expenditures, with the result that the budget expendi-
tures chargeable to revenue were reduced to Rs. 847 million, The Government
found it increasingly difficult to finance the deficit. In February 1953
authority was obtained to increase the limit for Treasury bills outstanding from
Rs. 100 million to Rs. 200 million; by the end of September 1953 the amount oub-
standing was Rs. 184 million, Furthermorse, between September 1951 and September
1953 the Central Banl's holdings of Government and Government guaranteed securities
had increased by Rs. 142 million to Rs. 1h6 million, By September 1953, the
Government!s net rupee debt amounted to Rs. 843 million, which is Rs. 341 million
more than in September 1951, But this borrowing only to a small extent represented
real savings, Central Bank and commercial bank credit being expanded by about
Rs. 300 million.

23, The decline in foreign assets continued at a somewhat sléwer rate
in 1953, In the first six months the balance of payments on current account
had a deficit of Rs, 183 million as compared with Rs. 247 million in the first
half of 1952; the trade deficit was Rs. 131 million and Rs. 195 million re-
spectively., During this period export prices increased by less than 1%, and
export volume declined by 6% as compared with the corresponding period of 1952;
on the import side, over the same period prices fell by 11% with an increase
in volume of 3%. Ceylon's terms of trade improved in the first half of 1953
as compared with the first half of 1952,

2. External assets declined by Rs. 152 million from the end of
December 1952 to the end of June 1953, and to Rs, 669 million at the end of
Aupust 1953, The official foreign exchange holdings (excluding the holdings
of commercial banks) were about Rs, 611 million, From this amount, Rg, 58
million of sinking fund on sterling loans has to be deducted, leaving a total
of Rs. 553 million, In the 19 months, end of January 1952-August 1953, ex-~

tarnal assets of Ceylon were reduced from Rs, 1240 million to Rs, 669 million,

s. 571 million (8120 million), During the same perird money supply
from Rs. 1008 m'i'll-unp +~» Re. Rﬁo million, or oy only Rs 'lﬂA million

D F e Vs awT e 3 Vi Uy Viiay e e ARG



25. The continuous substantial budgetary deficits and the rapid de-
cline in external assets made it clear to the Government that some remedial
measiIroes -mrnnlﬂ he necessary An adeht nodnt anetard v nrooram wae annonmesad
AL s AW Ak W WS LA R Y d ol bl A" A AW Ry J L ] X Y3 e ‘AIU LIVJ-AAU Al VA A e UJ y‘ VK& CAdLL Y CALS CAL Ll IV VAL AN A
by the Government in September 1952, but this was quite inadequate to change
+ha A amal and halansans AFf narrnante naed 49 An .anr-?nqu "~V Q\MAMA': frrvae anA
Vi S bt L AL WELGIALU VL y VAT LIL Un PVQ.LU.I-VIL. VG.V.LLL’,:O ik UJ\}IUI L VUL T CAld\L
ariditional revenues resulting from this propgram did little more than to com~
pensate for increases in other kinds of expenditure.

i
more drastic measures
-t

V'

PO I AP

bepan to realize that there

could be financed through inflationary etpcnsion of ﬂredlt and the inter-
relation betwsen such inflationary financing and the décline of external assets
became clear, In other words a country like Ceylon, which is so dependent on
foreign trade cannot substitute newly created purchasing power for reduced

export earnings, cannot live heyond its means for any length of time.

27. These facts were all stressed in the Finance Minister's Budget
Speech on July 23, 1953. He said "The worsening of the terms of trade which
was due to the continued high price of rice and falling export prices could
not by itself have created a balance of payments deficit and caused such a
drain on our external assets. ..., We must therefore look for other causes,
also for the deficit in our balance of payments, The drain on our external
assets nersists because the internal cause of the drain has not been rectified.
The internal cause is that large amounts of money have been released into the
economy in order to finance the Government's large cverall cash deficits. The
drain on our external assets will persist until the deficit is reduced to a
level at which it can be financed without creating new moneys ... The stabi-
lization of our balance of payments and the prevention of further drains on
our external assets must hecome one of the fundamental objectives of hudretary
pelicy in the new era, ... Government have therefore decided that in the
new financial year it would not be safe for us to have an overall cash deficit
of such proportions as would cause any further drain on our external assets by
affecting our balance of payments adversely."

28+ In other words, gavernment expenditure would have to be reduced to
avoid additional inflationary financing. The first and the most important
step in this direction was the reduction in food subsidies. On July 20, 1953,
the price of rationed rice was increased from 25 cents to 70 cents per measure,
This reduction *eliminated any direct budget contribution to flood sub-
sidies. However, some subsidy of rationed rice and flour was to continue.
The Government expected a profit of about Rs., 8% million from sugar sales of
which Rs. 5L.5 million vere to be used as subsidy on estimated imports of
140,000 tons of rice (11 cents per measure) and Rs. 30 million on expected
imports of 180,000 tons of flour (74 cents per lb.). To alleviate the impact



of this measure on the consumer, rice rations were increased by approximately
35% and flour and sugar were made available without restriction and with no
increase in price. Moreover, it was expected that the price of unrationed rice
(country rice) would decline so that the average price of rice to the consumer
would be less than indicated by the price increase of the rationed rice.

29. It was assumed that reduction of the rice subsidy would result in a
substantial net budget saving and a fall in income which in turn would reduce

imports,

30. The drastic increase in the price of rationed rice caused widespread
discontent and serious disturbances all over the island., The wages of labor on
the tea and rubber estates were increased in proportion to the rise in the cost
of living index caused by the higher price of rice; wages in other occupations
and salaries, too, had to be adjusted. The only exception was that of govern-
ment employees whose wages were frozen at the July, 1953 level. The cost of
living index in Colombo, whieh had been stable for the two previous years, rose
from 111 in July, 1953 to 11L in September (19L8=100).

pass on to them
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any reduction in the price of imported rice which might bse obtained. hccordingly,

when the agreements negotlated w1th Burma and China brought a reduction in the
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31. In order to help consumers, the government decided to
&

el [P 3PN PP L VNP U G S TR

lJ.L L0S UJ. J-.Lbﬂ UU UU .L.HIIJUL UUU .Lll .I.7Du’ UH.U VUVUJ.IHHGIIU .Ll’uoluutdte.l- L'eu‘uced
of rationed rice to 55 cents a measure from October 19, 1953.

32, The principal objective of the new financial policy is at least to
reduce the overall deficit to an amount which could be financed from real savings,
Following are the figures for 1953-5kL budget as compared with the
1952-53 budget: 1/

1/ Only the net deficit or surplus ~f the Food Commissioner, Railways, and
Electrical Undertakings are included.
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Balance #2k.9 ' 154.8
Loan expenditure 220.1 2h3.7
Overall deficit ~-195,.2 -88.9

3k. Various measures were introduced to increase revenue. They in-
cluded an increase of import duties, a rise in the railway fares, postzl,
telegraph, and electricity rates, and higher rates of direct taxation, It
should be noted however that on balance the reduction in ordinary expenditure
amounts only to about the sum budgeted for food subsidies in the previous year,

35. The Government also proposed heavy cuts in development expenditure,
It was decided not to start any new development scliemes exrept for two small
irrigation prcjects, and to stop or suspend work cn 2 nurber of projects
already started. However, the estimates of ordinary expenditure were 33%
higher than in 1949-50 and L5% more than in 1948-L9, in all cases excluding
the food subsidies,

36. The effect of the new policies on the internal and external finan~
cial position is already noticeable. In thé first six months of 1953/5k the
Government had a cash surplus of Rs. L3.2 million. To a great extent the im-
provement .in the Governmentt!s cash posftion has been due to a decrease of govern-
ment food storks which were reduced by Rs. 67.1 mjillion during this period.

Had there been no changes in govermment food stocks the surplus would have
been converted into a deficit of Rs. 23.9 million as compared with a deficit

of Rs. 68.6 million in 1952/53 established on the same basis.

to reduce 1ts short- m-debt. In the seven
outstandi ng '!‘ra.-aanv b'i'llq were reduced from

lion and the debt to the Central Bank from Rs. 70.5 million
Money supply within this period fell from Rs. 824 milllonlto
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September to 111 in Octeber and 108 in fpril 1954 which is the same figure as
in pril 1953,



37. The balance of trade has also improved. Ceylon had a trade sur-
plus of Rs. 87 million for the period, October 1953 - March 195L, as compared
with a deficit of Rs. 131 million in the corresponding period of the previous
fiscal year, In the first three months of 195L the trade surplus amounted
to Rs 01 mi114aAan Mha drmmravamant in +the halansa Af $wada woe 4n 1g“nla narnd
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due to an improvement in the terms of trade, the index standing at 92 in April
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December 1953 when they dropped to Rs. 480 million (excluding tie Sterling
Sinking Fundj. Official external assets began to increase in January 1954 and
reached Rs, 602 million at the end of April 195L. On March 25, 195L the
Government successfully issued a &5 million loan in London, at L per cent,
maturing in 1973-75 with an issue price of 97. Not taking into account'an
amount of about Rs. 28 million received from the initial subscription to this
loan, there was an increase of nearly Rs, 100 million during this period.
These developments have once more illustrated the close relation which exists
in Ceylon between inflationary financing and balance of trade. Once the
inflationary financing of the Government deficit was stopped, the drain on
external assets was arrested with only 2 short time lag.
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Ve Ceylon's Development Programne

39. In his budget speech in 1948 the Finance Minister announced
the intention of the Government to embark on a "Six Year Plan% covering
the period 1947-53. The object of the Plan was to reduce Ceylon's de-
pendence on imports for its supplies of essential foods and manufactures;
but the "Plan" was no plan in the ordinary sense of the term for it cone
sisted of little more than a number of unrelated projects some of which
were not properly prepared,

LO. Government expenditure on development between 1947 and 1953 is
estimated at Rs, 1,2L0 million, including expenditure on many small proj-
ects not included in the Plan., It is certain that this represents a level
of investment below that forecast at the beginning of the Plan. Apart from
the fact that inadequate planning would have mode it difficult to reach the
original targets, more recently the growing finanecial crisis made it neces=
sary to curtzil or abandon a number of the projects originally included,
The most important of the projects which have besn comnleted are s number

of colonization schemes, the first stage of the Laksapana hydroelectric
project,; and a cement factory. Good progress has also been made with the
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large multi-purpose Gal Oya o;ect the improvement of the port of Colombo,
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and the modernization of .he rai
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put of foodgralns in Ceylon. DeSplte a populatlon increase of 18% between
.1.714( and 4.7;( and a slight increase in conswnption per uapita, volume of
imports of Poodgrams and flouwr increased Jery little, Thus, it appears
uuau UIIC .LHCIG:IHUU chu.ucmunub were III.UU dJ-mUbb UI.H:.LJ. U.Ly .L.l o an .Lub.l case
in domestic productlon. Accordlng to recent information Supplled by the
Government of Ceylon, the area under paddy \1nc;u01ng aouoxe-cropplng)
increased from 926 683 acres to 1,161,369 acres between l9h7 and 1952, or
by about 25%. The estimates of production of rice vary. As late as
September 1953 in a report presented to the Consultative Committee on
Economic Development in South and South~East isia the Government of Ceylon
reported that production of rice was at present 270,000 tons per annum,

The recent figures of the Department_qgf Census and Statisties give, the rice
production in 1951 as 310,000 tons. L ,7 For 1952 the Department of' Census
and Statistiecs puts production at 367,000 tons. One of the :.mportant tasks
before the Government of Ceylon is to obtain dependable data on the local
production of rice,
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1/ F.£.0. published thé - same estimates in terms of paddy.



13. However, the smaller part of this increase has been due to schemes
in the Plan designed to bring more land under cultivation. The largest of
these schemes is the Gal Oya preject which consists of a dam providing water
for irrigation and the production of power. The people settled on it get con-
siderable assistance from the Government in the form of cash grants and houses.
The aim is ultimately to irrigate 100,G00 acres of land and in addition to re-
claim 150,000 acres for rainfed cultivatlon. It was expected that by September
1953 about 15,000 acres of irripated land and 10,000 acres of high land would
be reclaimed and settled, and that the whole area would be settled by about
1961, The total cost of the project is estimated at Rs. L420 million, and, of
the Rs, 212 million spent on agricultural development by the end of 1952,

Rs. 147 million was on the Gal Cya project,

L, The other irripation schemes in the Plan are on a smaller scale,
consisting chiefly of the rehabilitation of old irrigation "tanks", Con-
siderable progress has been made with them and, as was to be expected, the
return for the amcunt of capital invested is of a much higher order than
.could be expected from a scheme like the Gal Oya project. Under these
schemes, by September 1952, 11,000 acres of paddy land and 20,000 acres of
high land had been brought under cultivation. The extension of the acreage
mder cultivation around existing villages was made possible by the sale of
large areas of povernment vaste land and was stimulated by the high price
obtainable for country rice. In addition, the tea and rubber estates have
under an ordinance of '\Qh’% the choice hetveen grov v:,ng food crops and nnv'tnrv
a cess; this ordinance increases the incentive to put land under food crops
or grass as food prices rise. DBetreen 1951 and 1952 the area on estates under

food or prass 1ncreased by about 20,000 acres to about 105,000 acres.
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between 3947 and 19# or. by about 3-1/2%,
a pro ‘% uring this.period. Tea productioh in-
creased under the stlmulus of*ma" and post-war shortages and is now more than
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Other Development

L47. The Plan included proposals for establishing a number of manu~
£

ndustries, partly to save foreion exnr "!a“"“ and nsn-+1v t0 Pro-
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the factories which had been built as emers y measures during th
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of these proposals has been fulfi lled. The only pro,]ect which had gone into
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cost Rs, 22 million and has a rated annual capucity of 95,000 tons and
addition generates enough power to meet its own nseds and those of the town
of Jaffna; full production has never been reached; in 1951 and 1952 the annual
output was about 65,000 tons, The only ‘reefganiz.atlons go far completed have

been of the leWOOd and shoe factories at a total cost of Rs, 2 million. In
aClGl'OlOrl, l'C 15 reporr,ea T:ﬂa.'l) nne paper and ce‘r'anu.cs Iacwriés are nedrlng
comple tion; it is estimated that the total cost of these two factories will

be about Rs. 25 million.

8. Canadian aid has stimulated progress in the fishing industry by
providing both equipment and personnel for research and for training local
fishermen, As imports of dried, salted fish, amounting to Rs. 48 million in
1952, was nearly doubled in volume compared to prevar, development of the fish-
ing industry is one means of reducing imports substantially in the near future,

L9. A satisfactory achievement in the public sector during this period
vas the completion of Stage I of the Laksapana Hydroelectric Scheme. Between
1947-48 and 1952-53 total net output of power stations run by the Electricity
Undertakings Department rose from 50 million kwh to 112 million kwh. The
Laksapana plant has an installed capacity of 25,000 kw and its completion
enabled the EUD easily to meet the prowth in load, and even to put more ex-
pensive thermal plants on a stand-by basis., It may be expescted that the avail-

ability of cheap hydroelectric power will encourage industrial expansion.

50. The Government'!s activity in the field of industry has been
severely handicapped by the fact that Government operates these undertak-
ings as part of various government departments through the bureaucratic
ma.Chinery.

5L, In addition, the Government has spent substantial sums on trans-
port and communications., Between 19h7 and 1953 over Rs. 50 million was
spent on the modernization of the -railways and good progress has been made
with the improvement and enlargement of the port of Colombo which will be
completed by 1955, The total cost of these works is expected to be Rs. 80
million, of which more than half has alresady been spent. Cons:.derable ©Xw
tension of the telepraph and telephone system has also been made.

52. Furthe‘rmore, the Government has spent substantial amouhts on social
capital, such as hospitals, schools, houses, government buildings, etc.

53. The results of the Si:t Year Plan were on the whole disappointing.
As already stated, the object was to lessen the dependence of Ceylon on
imports; both of foodgrains and of manufactured goods. Such increase as



there has been in industrial production has so far had no significant
effect on import rejuirements, There has been quite a considerable in-
crease in the production of rice; but it is important to note that this
did little more than keep pace with the growth of population. Export
earnings during this period fluctuated considerably on account of the
rapid rise and fall in world prices of the three main export crops, Out-
put of these three commodities, of course, is highly dependent on market
conditions abroad; and the Government and producers can do little more
than to ensure that the plantations are kept in good condition and that
methods of production are efficient, The balance of trade during the Plan
period was greatly affected by the Korean boom and by government policies
which stimulated consumer demand, However, if it is assumed that prices
over the next few years will be more "normal" and that sound internal
policies will be pursued, it can perhaps be said that Ceylon's position
at the end of the Plan was on the whole no worse than at the beginning,

5h., The extraordinary change in Ceylon's position between 1951,
when the Bank Survey Mission visited it, and 1953 has necessitated a
revision of previous thinking about the possibilities and scope of de~
velopment. The Government decided not to formulate a second six year
plan as was originally intended. In addition, work on most industrial
projects included in the first plan but not yet completed has been either
abandoned or deferred, partly as a result of the Bank Survey Mission
recommendations. However. work must continue on some projects which were
started in the preceding years, such as the continuation of the Gal Oya
scheme, some minor colonization schemes, Colombo port, and the rehabili-
tation of the rubber plantations, The 1953-5h budget provided for a
total outlav on dmm'lnnmon'l' of Rs. 1?1: million but nrnbah]v less will bhe

= raly Wes VT VORUVPLATIY A il DAL IVORCEU L

spent than was estimated. Instead of a new plan the Government has set
itself a target of expenditure on development totalling Rs. Wﬂﬂﬁ million,
but this will be spent only as resources are seen to be avallable. A
Planning Secretariat has been established; which will have the task of
examining any development projects proposed in the future and of determin-
ing the priorities between various projects for the use of such resources
as are ava11 ble from time to time, It is difficult to fo ecagt to what
avtarndt Navrlan wrd1Y hae ahla +a obtain faradosn acetatanan futura Aa
UAUUL!U VUJJ.ULI Wheid WU QW U VW GJ.&& EAYES UJ-BAL ATV D ARG J-U PRR' R7L7 ¥ Qv IR i)
velopment projects; but it is worth noting that hitherto it has received
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The Finance Minister in his Budget Speech estimated that aid under the
Colombo Plan in 1953-54 would amount to about Rs, 20 million,



55 The Government was well aware of this., In its assessment
of the position to the Consultative Committee of the Colombo Plan in
October 1953, it stated "the size of the development program in the
years ahead will depend largely on the extent to which the current
revenue can be increased, expenditure under other heads reduced, and a
surplus arrived at on current account,"l/

VI, Balance of Payments Prospects
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elatively simple. ZIxports
of tea, rubber, and goconut products provide most of the country's export
earnings. Tea is the most important of Ceylon's exports, accounting usually
for more than 50% of total export earnings., Rubber and coconut products
have each represented about 15~20% of export earnings in the postwar years.
Of the other exports, cinnamon, citronella oil, graphite, and cocoa should
be mentioneds Since 1947 the volume of exports has been higher than in the
prewar period; the index rose to 151 in 1952 (1934-38 = 100), Tea prices
maintain a reasonable degree of stability, their trend being approximately
in line with general world price movements, However, rubber and coconut
prices fluctuate much more, Imports of consumer goods represented about two
thirds of the total value of imports before the war and around 70% in the
postwar period. They have been very stable in the period 1920-1950 (except
for war years), being very close to Rs. 100 per capita in 1950 prices,
However, during the period of the Korean boom and even in 1953, imports of
consumer goods were at least 20% hicher than this average as a result of
greatly increased national income, As mentioned in a previous chapter Ceylon
usually has an export surplus which is needed to meet the deficit on in-
visibles, Ceylon is a member of the stérling area, VWith regard to dollar
earnings, according to the information received from the Ceylonese authori-
ties, the recent practice has been to keep the net dollar proceeds of exports
invoiced in dollars while dollar proceeds of exports invoiced in s<terling
accrue to the central reserves of the Sterling Area.

1/ Chapter iV, paragraph 19, Second Annual lteport of the Consultative
Comnittee,
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57. With regard to the balance of trade, it is not ex-
pected that exportis of the three main export commodities will increase as
rapidly ss population. As mentioned previously, there has been 2 substantial
increase in the production and export of tea, and the general outlook seems
to offer a fairly stable basis for tea eultivation., Additional exports
are expected of cacao, coir manufacture, tannins, and vegetable oils, but
it is unlikely that such an addition to exporis will affect Ceylon's ex-
ternal earnings to any major degree,

58. The Bank Survey Mission, though well aware of the difficulties
of predicting price trends, attempted to forecast the balanc of trade
prospects. Export earnlngs were estimated at an annual rate oi Rs. l,hOO
million for the period 1953-58, on the assumption & of about the same
volume of export of tea and rubber, some decline in expert cf coconuts and
Rs. 150 million for other exports. Totel exports in 1953 (excluding re-
exports) were near the Mission's estimate,

Man - 292 milld4Aan The [o NN o
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Rubber - 21 mlllion 1bse. 338
Coconut products 250
Other products 73
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1/ The following are the volume and price assumptions made by the Bank's
Mission:

Rs., Million

Tea - 300 million 1bs. at RS, 2.50 (US otSe 52.5)cecss 750

- In September 1953 the price was US cts. L9.

Rubber - 215 mlllion lbs. at RSQ 035 (US ct§0 2803)0'000 300
T In Sept. 1953 the price was Rs, 1.36 (cts. 29)

for Grade I rubber as compared to 21 cts. in

Malaya. The higher price was due to the China

deal, Beginning Dec. 20, the price will be

‘reduced to Rs. 1,20,

Coconut products = 750 million nuts concentrated in more
. ' ' . valuable pI‘OductS. 90600 esecereneeocsed 200




59. The foreign trade position has taken a favorable turn in the last
year, Trade deficit in 1953 was reduced to Rs., 4O million as against Rs. 200 mil-
lion deficit in 1952 Eynmarts insrezsed from Ra. 1602 million 4n 1052 +n
lion def 1952, Exports increased from Re. 1502 million in 1952 to
(t
1

Rs. 1568 million in 1953
[a peoe
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reached a new high it an ind
stantial part of the i lxp rovement in foreign trade was dus to the leu-xﬁuuux
deal with Communist China. This provided for a purchase of 270,000 tons of
rice at about &5L per metric ton (Ceylon paid about %60 for the Burmese
rice) and for a sale of 50,000 tons of sheet rubber at a prlce of Rs. 1. 75
per lb. for Grade I. The gain in the Ceylonese balance of trade from this
deal may be estimated .at about Rs. 60 million for 1953, The agreement was

concluded for five years but prices Nave to be negotiated for each year.

er cent) and imports
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60, The price of rice reached probably its peak in 1952-53 and now
shows a downward trend. Ceylon concluded an agreement with Burma for the
period 1954~57 providing for a minimum rice purchase of 200,000 tons per
annum at a price of BE50 metric ton in 195L which declines &2 every year,
reaching &lly in 1957. The price of rice from China was also reduced to BL7
but the price of rubber sold to China was reduced proportionztely.

61. !s mentioned previously in the first three months of 1954 Ceylon
had a trade surplus of Rs. 93 million; exports being Rs. 30 million more
and imports Rs. 33 million less than in the corresponding period of 1953.

62. For the period beyond 195L, there is no reason at present to ex-
pect an adverse change in the terms of trade. Perhaps some small improvement
may materialize; this will depend mainly on the relative movements of rice
and rubber prices, but Ceylon might also benefit from lower prices of sagar,
flour, and textiles. Some increase in exports may also be realized, although
there is no basis for expecting any substantial expansion in export earnings.
The main consideration regarding balance of payments prospects is, therefore,
the future trend of imports. 1In view of the greatly increased imports of
various goods in recent years -- in 1953 they were 60% higher in volume than
before the war -~ there is scope for a decline without reducing real per
capita imports of oonsumntlon goods below long-term average levels in the

past. In the longer run,: however, on account of the rapld increase in'popus
lation, immorts would havn to increase at a rate of about Rs, 25 mi]]wnn -]
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year at present prices if past levels of per capita imports of consumer goods

were 1o be rgmin'!-n-!nnﬂ . In the absence of nn+'im1 stic expectations nnnhn'r'n'l_ncr
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a future significant expan31on in exports and improvement in the terms' of

trade, such a rate of increase in imports would not be consistent with, long-run

balance of payments stablllty. Therefore, to preserve lon g—ter balance of
avmente atahility with nn+ a afngrhr r\n+a~n1 aratian in the standard of livino.
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two essential conditions are necessary,



63, The first is that internal financial stability be maintained
through sound fiscal and monetary policies in order to avoid an inflation-
ary stimulation of import demand,

6Lh. 1In the prewar period there had been some automatic stabiliza-
tion of the trade balance because of the close relation between exports,
income and imports, Ceylon had a monetary system providing for 100% coverage
of the currency with sterling and therefore the money volume automatically
followed movements in the balance of payments. A£s the Report of the Bank
Mission states: "The record of Ceylon'!s balance of payments is thus one of

fair stability and only occa31onal difficulty." (This applies to the period

h‘l‘“ ar to 10:9 ) RBeecause (‘nv'lnn'q monetarv svstem was changed, it is not
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possible to rely on the prev1ous automatie adjustment of imports to the
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a sound financial and monetary policy. The Mission Report emphasizes cor-
‘vantle +hatr Hnam _dnflatd annmer Mrmaman!l 30 Ana AF +he maat Swmartant aanrd -
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tions for the maintenance of 2 balance of payments equilibrium. The experi-
PR 1AED amA 1002 el Ana annle o1t Anmas AF +tha oavidant 44 wthd sl Sno
Cliue UJ- AFOC Al gl PLUV.LMBD dup*c < VJ.USJILUU V UWIC CAUVGILV VW Will Vil 1447
flationary finance combined with adverse terms of trade can upset the
balance of payments equilibrium in a very short time.

inued balance of payments stabil
is that Ceylon do its utmost to increase production in order to supply
increasing proportion of the requirements of its growing population f‘r‘c‘)m
domestic resources. The Survey Mission concluded that the economic potenti-
alities of the country, if effectively exploited, are sufficient to maintain
the per-capita consumption standards of the rising population. &n average
annual rate of increase in the national income of about 2.5% would be re-
quired. &n assumption of growth in national income at about this rate does
not appesr unrealistic in view of levels of total investment and rates of
increase in real output in the past few years and in view of the potentiali=-
ties of the country for further increases in production. The Mission pointed
out the substantial projects resulting in saving of imports especially in
the large amount of agricultural resources as yet unutilized and also, to
some extent, in other fields such as industry and power. In recent years
there has been a considerable expansion in output, chiefly in the private
agricultural sector, which has been estimated at around 20% in real terms
over a six year period. It has been noted, however, that so far the results
of government projects to develop the country!s economic potentlalltles have
been disappointing. If Ceylon is to make the most of its real p0551bllities
for expanding domestlc production through public as well ds private invest-
ment, it will be necessary to organize the selection, planning and execution
of public investment projects on a more efficient and productlve ba31s, to
allocate public resources with greater attention to the meéans for achieving
the maximum possible expansion in domestic output; and moreover to foster
and encourage a continued increase in private production,

§<l



67. Assuming that the Government (a) maintains a sound fiscal
a tary policy, (b) does the utmost to increase production es-
pecially of food and other consumer goods, it is thoupht that Ceylon
s

o~ = aa Do n 2

hould be able to provide annually a moderate amount from'its foreign
exchange earnings for servicing new foreign debt, As Ceylnn has been
and, as far as can be foreseen, is likely to continue to be a net
earner in trade with the dollar area, this debt could be incurred in
dollars or non-dollar currency.
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STATISTICAL APPENDIX

Gross National Product

1947+ 1948 1949 1950 1951 1952«
(Rs, killion)
Agricultural production for exportd/ 815 911 982 1377 1779 1361
Agricultural production for local
consumpti onl/ L82 513 554 579 873 1031
Industrial production, construction,
and fisheriesl/ 281 243 3% 37 597 625
Services 917 1095 1126 1198 1370  1L39
Total 295 2762 2967 3501  L619 Lh76
0f which:
Consum E/zon of imported
goodse, 1113 1069 1128 1259 152L4 1426
Consumption of local geods
and services? 1563 1635 1768 1992 2630  28L8
Gross capital formatlonJ, 9 199 2L6 L52 665 261
Excise duties and subsidies
(net) -390, -lhkl =175 ~202° =200 =59
# Rewvised estimates,
1/ At factor cost,
B/ At marnbatr (natad) ar
:./. av N”RCACU (I'€vally wC o
3/ Including changes in foreign assets.
SQURCE: Department of Census and Statistics,
Principal Crops
1947 19h8 19L9 1950 1951 1952
Rice (thousand tons)l/ 2bh 270 323 308 310 3¢T
Tea (million 1bs,) 297 299 299 306 326 317
Rubber (thousand tons) 89 95 S0 13 105 96
Coconut (million nuts) --—§ CO 5f¥—-—--~-187(-' 2129 23L3
Manioc (mllllon C'Wt) )Jo Ne2e 2.8 306 hoh N3,
% Provisional estimate, ) ;
1/Refers to clean rice and excludes seed paddy. The

estimate has been revised according to a recent
sampling survey on paddy yields, which suggests' that
former official estimates wer one third short of

actual production, However other recent official
estimates give lower figr.

3/19h5—l950 average.
/19LL=}5,
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1937fl938 1947 1948 1949 1950 1951 1952

Local production 220 26, 290 3L5 338 346 LOT
Tarorts 577 636 613 588 700 660 653

Total supply (tons '000) 797 900 903 933 1038 1006 1c60
Population (million) 5.78 6.88 7.09 7.30 7.5k T7.7h 7.96
Supply per capita (tons) ,138 431 127 .,128 .136 L130 ,L133
Percentage covered by

local production 28 29 32 37 33 3 38

#Including pulses and wheat flour,
SOURCE: Department of Census and Statistics.

Wages and Prices

1947 1948 19k9 1950 1951 1952 1953

1951

(Annual /fverages)

st of

o 4
town, 193

(v

;
100) 252 260 258 272 283 281 286

Estate Labor Wages (min-
imum wage rate, 1939 =
100) 293 315 320 373 L63 L68 L75
1/ First four months.
SOURCE: Department of Census and Statistics, and
Department of Labor, :

282

L72

Money Supply.
. b;/
1947 1948 1949 1950 1951 }252 }?53 195
(Rs. Million -~ end of year)
Notes in active cir-
culation 238 24 2Lk 326 377 357 335 323
Demand deposits 32 366 405 585 629 537 492 L479
Total money supply
with the public sé2 €07 6h9 911 1006 Bk 827 802
1/ wd Af Anvril
-J_./ 1A Ui SPA e ®

X gos :
SOURCE: Central Bank of Ceylon
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. . . -1/
6. Government rinancexz/

(Rs, iillion)

1947-L8 19L3=~Ly 19L9~50 1950-51 1951<52 1952-53 1953-54L

Total Revenue 5L0.6  576.1 623,3 835.9 875.3 871.L BSp,
Of which: Customs (31h.1) (329.3) (355.9) (527.7) (u87.2) (hhS:B’ (429 2)

Ordinary expenditures 622.0 5L7.9 563.2 730.7 ©2LL.3 B8u6.,5 69641
Of whichs

(1) Food Commissioner

(net) (176.6) ( 60.L) ( L1.2) (138.5) (292.4) (1uk.0) ( 6.0)

(2) Capital expenditure

included in Ordi-

nary Budget ( 33.7) ( 37.3) ( LL.0) ( 63.0) ( 63.0) { 78.0} ( 55.0)

Loan expenditure 70.3 122.5 155.6 1h6.7 202,9 2201  2L3.7
Total expenditure 692.3 670.,L 718.8 877.L 11L7.2 1066.6 939,8
Of which:s capnital :
~ a Vidigwiie WA N A ke
expenditures (10L.0) (159.8) (199.6) (209.7) (265,9) (298.0) (298.7)
Surplus or deficit on
current expenditures =hL7,7 65.5 10L.,1 168.2 -6.0  102.8 20%9.8
Overall deficit 151.7 943 95.5 L1.5  271.9 195.2  88.9
1/ Unly the net fizures of the Food, Railway and
Electricity Lepartments are included,
Extra budgetary resources (Colombo °lan assistance,
rubber cess, eic.) are excluded,

SOURCE: General Treasury. 19h7;5 s final accounts;

1953~54, budget estimate,
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Stat. Appendix -- L.

Internal Public Dept

2/
1947  19L8  19Lk9 1950 1951 1952 1953 195h
‘ (Rs. Million; End of September)
1/ ' ‘
Net funded debt 309 320 3L 366 L72 561 613 603
Treasury bills - 2k 16 79 30 93 184 1LS5
Central Bank advances - - - - - 72 71 -
Loans from semi~govern-
ment agencies - - - - - 3 59 57
Total 309 kb 380 LL5 502 729 927 805
1/ Wet of capital accumulated in Sinking Fund
" and excluding Yiar Loan relent to the UK,
2/ Tnd af Anril
Q/ A4 Uk Iby-l deude &
SOURCE: General Treasury
Foreign Exchange Reserves ,
. - hi
A/
1947 1948 1949 1950 1951 1952 1953 195k
‘ (Rs. HMillion; end of year)
Net official
reserves 787 797 7192 853 986 726 L8O 602
Sterling sinking
fund 39 L3 W so 52 sS4 60 63
Commercial banks 121 1h9 96 37h IWT 5T 67 59
Total 47 989 934 1077 1185 837 60T T2k
;/ End of April; provisional figures.,
SOURCE: Central Bank of Ceylon
Foreign Trade
1 ri
1947 1948 1949 1950 1951 1952 1953 195L
' (EKs, Million) o
Exports, fob, in- :
cluding reexports 889 1011 1063 1563 190k 1502 1568 L29
Imports, cif. 963 _99h 1029 1167 1559 1702 1608 336
Trade surplus or ' ' _ '
deficit -t 17 3L 3% 3b5 ~200 -LO 93

1/ First three months

SOURCE: Customs Administration
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Merchandise (net) ~118 Ly -16 289 289 =225 155
Services (net) - 32 52 by 69 ~96 =76 L1

Remittances (net) =25 68 68 73 . 76 -10h 59

Surplus or deficit L
on current account -),7_5 28 ~30 147 117 -4os -225

Private capital,
errors and omis-
sions =88 i ~25 -8 . -9 38 27

Overall surplus or
deficitd/ -263 k2  -55. 139 108 367 -198

;/ Representing a net accumulation or depletion of official foreign
assets and liabilities.

% Preliminary.
SOURCE: Central Bank of Ceyl

(Rs. Million)
(a) Exports (fob, excl, reexport) '
Tea 650 752 800 723 825
Rubber 123. Lol 572 - 373 338
Coconut products 188 275 329 255 250
Other bo 61 122 5713
Total 1001 1489 © 1823 1408 1486  LoB
Of whichs - “to ‘the
sterling area 595 706 989 739
to the dollar area 167 LL3 288 236 209 .
(b) Imports (cif) "
Grains and flowr 317 ~ 287 387 486 521
Other foodstuffs 250 288 388 393 275
Textiles - w2 169 223 - 219 176
Other manufactures
and fuels - 320 Le3 - 561 = 602 636
Total 1020 1167 1559 1702 1608 336
Of which: " from
sterling area 698 828 1088 1079
from dollar area 98 62 101 189 69
#first quarter. -SOURCE: Customs Administration
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Bbpt, fppendix -- 6.
i2. Principal E;ports to the DQ;¢ar Area
1950 1951 1952 1953  1g5L¥
(Rs. Million) .
Tea 170 118 132 131 L9
Rubber 229 138 79 29 5
Other Ll 32 25 L9 8
Source: Customs Administration,
#First quarter
13, Volumerof Tradq
1947 1948  19k9 1950 1951 1952 1953 195k
‘ (193L-1938=100)
Exports 118 129 128 12 1hb 151 155 153
Imports 108 110 119 132 1L9 152 158 140
Source: Department of Census and Statistics,
#First quarter.
Terms of T:ade
' 3
1947 1948 9L9 . 1950 1951 1952 1953 195L
Unit Value of Ex- (193L-38 = 100)
ports 300 305 324 L39 s34 415 heh  bLLoO
Unit Value of
Imports L13 LkL3 L23 L34 5ih 55, 505 512
Terms of Trade 73 69 77 101 10L 75 8L 86

#First quarter.

Source: Central Bank of Ceylon.

N.B. The Survey Mission considered that price increases of imports were

overstated compared with the base period, and adjusting the official
import price index, arrived at terms of trade about 10% higher.
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Changes in the Quantity of Imports

Imports of various consumer goods in 1952 and average imports in 193L4-38

193L-38 1952

Beer (gallons) 311,3L5 723,086
Biscuits (1bs.) 636,311 1,119,507
Butter, frozen (lbs.) 6L9;237 1, Lok ;1168
Cheese (cwt.) 1,973 3,3L4
Confectionery (1bs.) 916,801 1,863,723
Fish, dried and salted (cwt.) 366,176 682,293
Fruits (cwt.) 23,020 14,577
Milk, preserved (lbs.) 3,383,053 10,969,672
Milk foods (1lbs,) 629,231 7,581,856
Potatoes (cwt.) 242,092 856,480
Boos {(noas.) 2a0l, 000 21 .NE1 000
Sugar refined (cwt.) 1,380,842 2,417,118
Mt maem vsmmans faaduared {1ha \ 1 1R 1no n NnLo A9R
LUUQ\W,W&III&I\L&C\\I Uu.l CU \4LUSe -L’ J-UJ-’J’U‘ C,Uu],U‘U
Cotton piece goods, dyed (y ds )29,3L5,261 37,253,111
Artificial silk (.‘y‘Cx'S.) 3,507,1\/6 L5,695,9L2
Blankets (nos.) 8,0L1 125,520
M3 1. ad [1ha ) 1 a7 L7

YiLabi g bt\.u-uucu \ SV ’ & (V] C,.LDC,UI)
Sugar, unrefined (cwt.) 18,785 129,124
Fish, tinned (cwt.) 15,952 hS 220
Jellles, marmelades (cwt.) 3,238 12,780
Tobacco, manufactured (lbs.) 109,911 1,68L,565
Watches (nos.) 29, okL2 151,578

L Wa 1 A

Cosmetics (cwte) 5,104 15,037



