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of plant and machinery used in connec
tion with mining operations from 20% 
to 60%. (Applause). This means that 
in future a tin producer will be able, 
for income tax purposes, to write off 
in the first year, in respect of newly-
acquired plant and machinery, not 
only the normal depreciation allowance 
but also an additional amount of 60% 
of the cost of such plant and machinery. 

In this connection, I would like to 
refer to the representations received by 
me in regard to what their authors 
have described as the over-taxation of 
the tin-mining industry. I have con
sidered these representations carefully 
but regret to say that I am unable to 
accept the broad conclusion reached 
by them. It is difficult to feel that this 
industry is over-taxed when looking at 
the operating results of tin-mining 
companies, in particular the dividends 
declared and the record levels at which 
tin share prices are standing. I, how
ever, agree that some incentive should 
be given to those who are prepared to 
take greater risks by working low grade 
land, i.e., land with a low ore content, 
and I hope the amendment proposed 
will provide the necessary incentive. 

I shall also be introducing legislation 
to provide that tin producers could 
have the same favourable income tax 
treatment regarding their contributions 
to and repayments from the Second 
Buffer Stock as was accorded to them 
in connection with the First Buffer 
Stock. The position regarding the First 
Buffer Stock Scheme was that producers 
were permitted to have both contribu
tions and repayments excluded from 
their income tax computations if they 
so opted. As the repayments exceeded 
the contributions by some 16%, repre
senting the profit made by the Buffer 
Stock Manager, this amount of profit 
represented tax-free income as far as 
the tin producers were concerned. A 
similar opportunity will be provided 
under the legislation covering the 
Second Buffer Stock Scheme to enable 
tin producers to obtain what every 
taxpayer dreams about, namely some 
income which will be exempt from tax! 

While we are on the subject of the 
Second Buffer Stock, I should also refer 
to the levy imposed on tin concentrates 
mined in this country in order to 
finance our contribution to the Second 
Buffer Stock. This levy, which was $39 
a picul for August and $36 a picul for 
September, has been reduced to $24 a 
picul for the third contribution period 
covering the last quarter of this year, 
in spite of the high prices prevailing for 
tin now. It cannot, therefore, be said 
that the Government, for its part, is 
not giving every possible encourage
ment to the industry, and in particular, 
to increase the production of tin at the 
present time. 

In 1962, as a result of these changes, 
it is estimated that total revenue will 
amount to $989 million as compared 
to the revised estimate of $1,071 
million for 1961, a drop of $82 million. 
Here again, it might be of some value 
to refer to those revenue items which 
are likely to show marked changes. 
The yield from rubber export duty will 
only amount to $86 million as 
compared with the estimated yield for 
this year of $118 million. The reason 
is that this figure is based on an average 
annual price of only 75 cents a lb., 
judging from present indications, and 
a production for export of 733,000 
tons. Tin export duty is estimated to 
yield $57 1/2 million compared with $65 
million expected this year. The duty 
yield has been based on a selling price 
of $400 per picul and an export figure 
of nearly 56,000 tons. Honourable 
Members may perhaps feel that the 
base price for tin is rather low 
considering present prices. As I have 
stated previously, it has been our 
policy, for this purpose, to take a 
price which could safely be regarded 
as a long-term average price rather 
than try to prophesy, usually wrongly, 
the average price which is likely to 
prevail during any particular year. 

As a result of the change in the 
duty rate of iron-ore, the yield from 
this source is expected, as I have said, 
to touch $3 million in 1962, which 
will be a new source of revenue as 
far as the Federal Government is 
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concerned. Receipts from vehicle 
licences and fees are expected to yield 
$64 million, compared with $58 million 
this year, $52 million for 1960, $42 
million for 1959 and $37 million for 
1958. It will be seen that this is a 
steeply rising curve and reflects the 
rapidly increasing number of vehicles 
on our public roads. 

But the really spectacular increase 
is in the field of income tax. The 
estimate for 1962 has been put at 
$200 million, but we hope to collect 
$232 million this year compared with 
$125 million collected in 1959. In other 
words, the yield from income tax has 
nearly doubled itself in two short years 
and this, I think, can be regarded as 
highly satisfactory. I think three factors 
have largely contributed to this happy 
picture. The broadening of the tax base 
in 1959, which resulted in the number 
of taxpayers rising from a mere 46,000 
in 1959 to almost 90,000 to-day, is 
obviously a major factor. Another 
important factor has been the boom 
conditions prevailing in 1960, the 
harvest of which is being reaped during 
the year under review. Thirdly, the 
increasing success of the anti-evasion 
campaign has brought its share and 
will, I hope, continue to bring in an 
ever bigger share in the years to come. 

It is not my intention in the course 
of a Budget speech to burden Honour
able Members with too much detail, 
but I can assure the House that the 
systematic and intensive campaign 
which is being waged has resulted in 
some outstanding successes in a few 
individual cases. Honourable Members 
will also have observed that a number 
of cases have been brought to court 
with gratifying results. The Govern
ment will leave no stone unturned and 
is prepared to adopt even highly 
unorthodox methods in order that those 
residents who can afford to contribute, 
pay their fair share for the common 
good. 

Postal receipts and the receipts from 
our telephone service are expected to 
show small increases in 1962 in 
conformity with the general expansion 
of the economy. The interest on our 

sterling securities is expected to yield 
$45 million in 1962 compared with 
$40 million this year, largely owing 
to an increase of about $130 million 
in the volume of our investments and 
to the effect of very high interest rates 
arising out of the credit squeeze in 
the U.K. We also expect to receive 
$28 million in 1962, $6 million more 
than the amount expected this year, 
as our share of the Currency Surplus 
Fund. This, of course, is a foreseeable 
increase as the amount available for 
distribution must necessarily reflect the 
rise in its investment income arising 
out of the increased cover for an 
expanding note circulation, which again 
is the result of an expanding economy. 

It will therefore be seen that while 
ordinary Budget expenditure in 1962 
will show a steep increase over that 
for 1961, revenue will not only be 
unable to keep pace with it, but might 
even fall by as much as $82 million 
from the estimated 1961 figure. To 
put it in another way, we have to 
spend more on social services, 
particularly education, even when faced 
with contracting export prices for our 
main commodities, resulting in a 
deficit on current account estimated 
to amount to $50 million. 

Honourable Members may ask why 
in such case the Government has not 
seen fit to ask the House to approve 
higher levels of taxation. Higher rates 
of taxation which might be desirable 
for a national economy under certain 
circumstances, might in other cases 
either diminish the inclination to save 
or lead to an increase in prices and 
eventually wages, and thus upset the 
equilibrium of what has so far been 
a very stable economy and one which 
hitherto has not been dogged by that 
creeping inflation which is so common 
a feature of the post-war world, 
including the highly industrialised part 
of it. I think, therefore, that our 
position is unique and in this respect 
we have some cause for satisfaction. 

Honourable Members will by now 
have noted that in spite of two good 
years, I have still chosen to paint a 
sombre picture of the future. The 
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reason is not far to seek. Our Budget 
surpluses in both 1960 and 1961— 
and it might be remembered that the 
surplus for this year would be 
turned into a deficit if development 
expenditure were included in full— 
came about largely as a result of 
fortuitous circumstances which are not 
likely to be repeated again. Rubber 
enjoyed a spectacular boom for most 
of 1960 and tin is now passing through 
one of its best periods in all its 
chequered history. While the tin price 
may continue at its present levels for 
some time more to come owing to 
progressively decreasing world supplies 
and the comparative lack of substitutes 
at present, the outlook for rubber is 
rather more uncertain. Production of 
natural is bound to increase steadily 
though slowly, but output of synthetic 
can be stepped up rapidly and the only 
limiting factor is the ability or 
willingness of other countries to 
provide the initial capital outlay. The 
writing is already on the wall and 
we may have to live with declining 
rubber prices sooner than we expect, 
and this will involve a speedy 
re-adjustment, bearing in mind that the 
proceeds from rubber comprise over 
60% of our total export income and 
total export earnings comprise over 
40% of our Gross National Product, 
while the export earnings of indus
trialised countries comprise only from 
5 to 20% of G.N.P. 

What is therefore the solution? In 
a speech before the former Legislative 
Council which I made a few years ago 
on the Annual Estimates of the 
Ministry of Commerce and Industry, 
I put forward the proposition that there 
are two broad courses open to us. 
In the first place, we clearly have to 
reduce, gradually but steadily, our 
almost total dependence on rubber 
and tin. As it is clear that our economy 
will have to be largely based on 
agriculture for perhaps another 
generation, we will have to diversify 
our agriculture. A number of possi
bilities are open to us. One of the most 
promising is probably that sector which 
yields edible fats and oils, such as 
palm oil and coconuts, which are 

likely to be in increasingly short 
supply in view of rising world 
standards of living. Another might be 
the intensive and extensive cultivation 
of local fruits. There is every reason 
to believe that such cultivation is 
economically lucrative, if successful. 

There are a few snags, however. 
One of them is our comparative lack 
of knowledge about the diseases 
which are liable to affect such forms 
of cultivation, another may be the 
designing of better methods of pest 
protection, and last but not least, the 
discovery of ways and means of 
canning fruit which cannot be 
immediately sold. This is a highly 
important consideration because fruits 
are highly perishable goods and fruit 
growers for this reason normally have 
to can a large proportion of the fruit 
they grow. This in turn would mean 
the development of export markets 
which might have to be preceded by 
adequate publicity designed to initiate 
potential customers into new tastes. It 
should be admitted that there is also 
a general lack of knowledge about the 
finer aspects of fruit cultivation in this 
country, though many people in the 
rural areas have cultivated small
holdings from time immemorial. If 
these difficulties can be overcome, and 
there is no reason why they should 
not, given time and adequate research, 
the fruit-growing industry in this 
country could well become a major 
one one day. 

While the major part of this work 
will obviously have to be undertaken 
by the research and field sections of 
the Ministry of Agriculture, it would, 
I consider, be of advantage if the 
leading agency houses in this country 
could, as a matter of policy, undertake 
to experiment seriously along these 
lines. Only a few acres would be 
required for each form of cultivation, 
but the important thing is that each 
experimental plot should be nursed 
with great care so that the results 
obtained would be a reliable guide to 
future policy. 

The eventual key, Sir, to continued 
prosperity would probably have to be 
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found in industrialisation. It has been 
suggested that large-scale industrialisa
tion may not be so easy to achieve 
in a small country like ours with a 
limited domestic market and an 
uncertain export market. While there 
is a large measure of truth in this 
argument, it is also noteworthy that 
some of the most prosperous countries 
in Western Europe, notably the 
Scandinavian countries, have raised 
their living standards extremely suc
cessfully by switching to large-scale 
industrialisation. They are comparable 
to us in size of population, with one 
important difference—their numbers 
though small have high purchasing 
power. It does, however, prove that 
smallness of population should not be 
a deterrent to industrialisation provided 
the purchasing power is there. The 
answer to the future may well lie 
here. 

Sir, I beg to move. 

The Deputy Prime Minister (Tun 
Haji Abdul Razak): Sir, I beg to 
second the motion. 

Mr. Speaker: Honourable Members, 
the debate on the second reading of 
the Supply Bill will stand adjourned 
under Standing Order 66 (2) to 
8th January, 1962. 

Honourable Members will have just 
received a copy each of an Order 
Paper Supplement containing a notice 
of motion by the Honourable the 
Minister of Finance relating to the two 
Customs Duties Orders which have 
also just been distributed to the House. 
The Minister has represented to me 
that the public interest requires that 
this motion should be debated as soon 
as possible, and has given me the 
requisite one day's notice necessary 
under S.O. 27 (3). The House will 
appreciate that, because of the need 
for maintaining secrecy in regard to 
the Government's Budget proposals for 
1962, it has not been possible for any 
longer notice than this to be given to 
Members. 

I now call upon the Minister of 
Finance to move the motion. 

MOTIONS 
CUSTOMS ORDINANCE, 1952— 

CUSTOMS DUTIES ORDERS 

Enche' Tan Siew Sin: Mr. Speaker, 
Sir, I beg to move— 

That this House, in pursuance of sub
section (2) of section 10 of the Customs 
Ordinance, 1952, directs that in relation 
to the Customs Duties (Amendment) 
(No. 3) Order, 1961, and the Customs 
Duties (Amendment) (No. 4) Order, 1961, 
the period within which orders under 
sub-section (1) of the said section 10 are 
required to be confirmed shall be a period 
of two months beginning with the date 
on which the said Orders were laid before 
the House. 

In order to explain this motion, Sir, 
I should remind Honourable Members 
that Customs Duties Orders come into 
force as soon as made, but do not 
continue in force indefinitely unless 
confirmed by a resolution of this 
House. The law is to be found in 
sub-section (2) of section 10 of the 
Customs Ordinance, 1952. That sub
section requires confirmation to be 
given within 10 days of the laying of 
an Order, or such extended period as 
this House may by resolution direct. 
It seems to me that the most convenient 
course would be for us to extend the 
period, so that we do not have to debate 
the Orders to-day. During the Budget 
debate, and during the debate on the 
Orders themselves, Honourable Mem
bers will have an opportunity to discuss 
them, if they so wish, and I shall 
invite the House to confirm them after 
the Budget debate; or to put it in 
another way, I should explain that if 
this motion is not moved to-day the 
changes which I proposed in my speech 
will lapse 10 days from now. Honour
able Members, I think, will therefore 
appreciate the desirability of this 
motion. 

Sir, I beg to move. 

The Minister of Commerce and 
Industry (Enche' Mohamed Khir bin 
Johari): Sir, I beg to second the 
motion. 

Mr. Speaker: The motion is open to 
debate. If no Honourable Members 
wish to speak, I shall put the question. 
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Question put, and agreed to. 

Resolved, 
That this House, in pursuance of sub

section (2) of section 10 of the Customs 
Ordinance, 1952, directs that in relation 
to the Customs Duties (Amendment) 
(No. 3) Order, 1961, and the Customs 
Duties (Amendment) (No. 4) Order, 1961, 
the period within which orders under 
sub-section (1) of the said section 10 are 
required to be confirmed shall be a period 
of two months beginning with the date 
on which the said Orders were laid before 
the House. 

THE DEVELOPMENT ESTIMATES, 
1962 

(Command Paper No. 53 of 1961) 

Enche' Tan Siew Sin: Mr. Speaker, 
Sir, I beg to move— 

That, whereas the Statement of ex
penditure proposed to be met out of the 
Development Fund for the year 1962, 
which has been laid on the Table as 
Command Paper No. 53 of 1961, cannot 
conveniently be discussed and approved 
by this House before the commencement 
of the year 1962, and whereas the total 
expenditure of $450,689,903 proposed in 
the said Statement includes amounts 
totalling $3,850,000 which are required to 
continue certain of the purposes for 
which sums were appropriated by 
Resolution of this House on 29th April, 
1961, in respect of the year 1961, and 
which will remain uncompleted at the 
end of the year, it is hereby resolved that 
a sum of $3,850,000 being part of the 
expenditure shown in the Statement 
tabled as Command Paper No. 53 of 
1961 and more particularly set out in the 
Appendix thereto be approved, and that 
the sums specified in the fourth column 
of said Appendix be appropriated to meet 
the purposes of the Heads and Sub-heads 
shown against them. 

As Honourable Members are aware, 
it will not be possible this year for 
the Development Estimates for 1962 
to be discussed and approved by this 
House before the year commences. In 
the case of the Ordinary Recurrent 
Estimates the House has already 
approved a Bill which has since become 
law to enable expenditure to be 
incurred on account prior to the passing 
of the 1962 Supply Bill. This will 
allow for the ordinary activities of the 
Government to be carried on in the 
New Year. 

In the case of development expendi
ture it is essential that projects which 
have already been approved by the 
House in 1961 or past years and which 
are now under way should continue 
in January without any interruption 
due to lack of funds. It is particularly 
necessary on this occasion that funds 
should be available at the very begin
ning of 1962 because the Chinese New 
Year holiday falls at the beginning of 
February and contractors must be 
provided with money to pay their 
labour for wages due to them before 
this date. 

Under sub-section (5) of section 4 
of the Development Fund Ordinance 
I have powers to extend over the end 
of the year any unspent balances of 
appropriations which have already 
been approved by the House and which 
remain unspent as at 31st December. 
I am proposing to make use of this 
power to the extent of about $140 
million and to do this no reference to 
the House is required. There are, 
however, a number of projects which 
are required to continue into 1962 for 
which no money is available to be 
carried over from 1961 and for which 
the Federation Government is com
mitted to make payments at the 
beginning of January. These items are 
set out in the Appendix slip which 
Honourable Members should have with 
their copies of the Development 
Estimates for 1962 and I do not feel 
it necessary to describe them in detail, 
all of which represent loan payments 
to State Governments in accordance 
with agreements which have been 
entered into between the Federation 
and the States concerned in respect of 
schemes which have already appeared 
in the 1961 Development Estimates. 
It is necessary for me to ask for this 
resolution of the House in order that 
these obligations totalling $3,850,000 
may be met and so that the State 
Governments in question should not 
be impeded in carrying out their share 
of the Second Five-Year Plan. 

Sir, I beg to move, 
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The Deputy Prime Minister (Tun 
Haji Abdul Razak): Sir, I beg to 
second the motion. 

Question put, and agreed to. 

Resolved, 
That, whereas the Statement of ex

penditure proposed to be met out of the 
Development Fund for the year 1962, 
which has been laid on the Table as 
Command Paper No. 53 of 1961, cannot 
conveniently be discussed and approved 
by this House before the commencement 
of the year 1962, and whereas the total 
expenditure of $450,689,903 proposed in 
the said Statement includes amounts 
totalling $3,850,000 which are required to 
continue certain of the purposes for 

which sums were appropriated by 
Resolution of this House on 29th April, 
1961, in respect of the year 1961, and 
which will remain uncompleted at the 
end of the year, it is hereby resolved that 
a sum of $3,850,000 being part of the 
expenditure shown in the Statement 
tabled as Command Paper No. 53 of 
1961 and more particularly set out in the 
Appendix thereto be approved, and that 
the sums specified in the fourth column 
of said Appendix be appropriated to meet 
the purposes of the Heads and Sub-heads 
shown against them. 

Mr. Speaker: The House is adjourned 
to 8th January, 1962. 

Adjourned at 4.20 p.m. 


