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submit to the Government that whatever
political pressures there may be— do by all
means take them into account but they should
not leave four thousand people unemployed
for nine months, on their own. in a State like
Bihar, especially when 147 persons—
documentary evidence is available— are
dead. It would be right and proper if the
Ministry concerned and responsible for this
makes a statement because the death of 147
persons and *" continued unemployment of
four thousand persons are no email matters.
Thank you.

PAPERS LAID ON THE TABLE—
Contd.

THE VICE-CHAIRMAN [DR.
(SHRIMATI) NAJMA HEPTULLA] : Now,
the Minister of State for Finance to la, a
paper on the Table.

Notification of the Ministry of Finance
(Department of Revenue) and related paper

THE MINISTER OF STATE IN THE)
MINISTRY OF FINANCE (SHRI
PATTABHI RAMA RAO): Madam, I beg- to
lay on the Table a copy, in English and Hindi,
of the Ministry of Finance. (Department of
Revenue), Notification No. 140/83/ Central
Excise dated the 5th May 1983, together with
an Explanatory Memorandum thereon.
[Placed in Library. See No. LT-6596/83.]
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THE MINISTER OF STATE IN THE
MINISTRY OF  FINANCE  (SHRI

PATTABHI RAMA RAO): Madam, I beg tb
move:

"That the Bill to give effect *e the
financial proposals of the Central
Government for the financial year 1983-84,
a» passed by Lok Sabha, be taken into
consideration."

Madarn, the salient features of the more
important proposals contained in the Bill have
been explained in the Finance Minister's
Budget speech. The details of the proposals
have been set out in the Explanatory
Memorandum  circulated alongwith  the
Budget papers. I would, therefore, not like to
take the time of the House by going over same
ground again. The Bill has now been before
the honourable Members for oyer 2 months.
During the general discussion on the Budget
and also thereafter, honourable Members from
both the Houses have made useful suggestions
in regard to the provisions contained in the
Bill.

A number of suggestions were also made
by the  representative  organisations,
economists, tax experts and others. I would,
like to warmly thank the honourable Members
and after*
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for their great, useful and constructive
suggestions regarding the provisions of the
Bill. After a careful consideration of these
suggestions, the Finance Minister moved
certain amendments to the BiH in the Lok
Sabha which have been accepted and incor-
porated in the Bill as passed by the Lok
Sabha. I shall, at this stage, confine my
observations train && ges which have been
made to some oi the important provisions of
the Bill during its consideration by the Lok
Sabha.

Honourable Members will recall that the
Bill contained a provision for the disallowance
in the computation of taxable profits of an
amount equal to 20 per cent of the aggregate
expenditure incurred by tax-payers, including
companies, under *the specified heads. This
measure was introduced so that all possible
economics could be exercised in certain
categories of avoidable expenditure and more
resources thereby become available for
investment. Under the Bill as passed by the
Lok Sabha, expenditure on travel by rail
motor-car, ship, powered craft or aircraft has
been excluded from the ambit of the proposed
disallowance. This modification will be of
particular benefit to the consultancy firms,
certain professions and industry, where travel
is a significant portion of essential business
expenditure In our vast country. Further, in or-
der to avoid possible hardships from the
proposed measure in the case of small
businesses the relevant provisions, as
originally introduced, have been modified to
provide the disallowance o,f 20 per cent would
be made only in respect Ot aggregate ex-
penditure under specified heads in excess of
Rs. 1 lakh.

While withdrawing the tax concession
under section 33B of the Income-Tax Aot
relating to grant of weighted deduction with
reference to expend-' ture incurred bn
Ifpeclfled activities in cflraseetfon ~ wtfiBT
export*, Hte Bill
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had proposed a new tax concession with
reference to incremental export turnover. This
new tax concession, namely, section 80 HHC
has been liberalised and the Bill now provides
that, in addition to the deduction in an amount
equal to five per cent of the incremental
export turnover admissible under the Bill as
introduced, Indian exporters would also be
entitled to a further deduction equal to one per
cent of the export turnover of the relevant
year.

It had been represented that some
companies were doing useful work in the field
of rural development and the withdrawal of
rural development allowance, proposed in the
BiH, would adversely affect the work carried
on by the corporate sector. Having regard to
the continued need for the involvement of the
corporate sector in rural development, it has
been decided to continue the existing
provision relating to deduction in respect of
expenditure directly incurred by companies
and co-operative. societies on approved
programmes of rural development. The
provisions of the Bill have been modified
accordingly.

However, Madam, with a view to ensuring
that the tax concession is allowed only in
respect of expenditure incurred on rural
development programmes 0i high priority, the
Bill now provides that the prescribed authority
shall not grant approval to any programmes of
rural development unless the programme falls
within the class or category of programmes of
rural development specified i, this behalf by
the Central Government.

A slight modification has also been made in
the proposal relating to section 35 CCA of the
Income-Tax ' which provides for a deduction
in respect of donations to voluntary agencies
for carrying out approved programmes of rural
development. Wtrile  withdrawing  this
concession, the Bill contains provisions to
secure fhat donations to on-aoin”
programmes
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would continue to be exempt if certain
conditions laid down in this behalf are
fulfilled. One of the conditions is that the
programme involves work by way of
construction of any building or other structure
for use as dispensary, school or welfare centre,
etc., and such work has commenced before the
Ist March, 1983. This requirement could result
in hardship in cases where donations had been
made before Ist March, 1983, but the voluntary
agenc, does "°t commence work of this nature
before the said date. I With a view to removing
hardship from the denial of the tax concessions
in such cases, the Bill as amended provides
that this condition will apply only in relation to
donations made after 28th February, 1983.

Although Section 35 CCA of the Income-
tax Act is not being continued except in
relation to donations made to on-going
programmes the BiH provides that
donations made to a rural development fund
set up and notified by the Central
Government in this behalf would be eligible
for tax exemption. It has since been de-
crdejj that the fund would be called the
National Fund for Rural Development.
Donors to the Fund eo,ld indicate their
preference for area, locality and the rural
development programme for which their
donation is to be used, as also the voluntary
agency through which the programme ma,
be implemented. Their wishes in thig regard
will be respected as far as possible.

The Bill as introduced sought to withdraw
the special deduction allowed in' respect of
profits and gains from business of livestock
breeding or -poultry or dairy farming The
agricultural community engaged in these
activities had pointed out that withdrawal of
this concession may parti-cularlv affect
smaller business. On » consideration of
these representation, 'it has bee" derided tn
continue this tav concession in a modified
form with reducer) benefit to those in tbe-
higher income brackets. Under the
relevant
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provisions of the Income-tax Act, a person
deriving profits from the business of livestock
breeding or poultry or dairy farming, is entitled
at present to a deduction in the computation of
his taxable income; or an amount equal to one-
fifth of the aggregate profits derived from such
business, or Rs. 15,000 whichever is higher.
However, in computing the deduction in a case
where the profits derived from the business of
poultry farming exceed Rs. 75,000, the excess
ignored for the purpose of this deduction.
Instead of discontinuing the existing
concession, the Bill as passed by the Lok Sabha
reduces the quantum of deduction from one-
fifth to 15 per cent of the profits from the
business of livestock breeding or poultry .or
dairy farming. Where the profits from the
business of poultry farming exceed Rs. 1 lakh,
such excess will be ignored for the purposes of
the deduction under this provision. Hence the
maximum deduction in respect of profits from
the business of poultrv farming will be limited
to Bs. 150nn as tiresent.

The BiH as passed by the Lok Sabha has
also made certain modifications in the
provisions relating to taxation of charitable and
religious trusts. The Bill, as introduced,
contained provisions for taxation of business
profits derived by all religious or charitable
trusts and institutions. With a view to
mitigating from the taxation of profits derived
by institutions for the blind, handicapped,
orphans, widows, etc. from the sale of articles
made by their inmates, the Bill as amended
provides that profits derived by an institution
would be exempted in cases where fhe work
in- connection with the business is mainly
carried on by beneficiaries- of the institution. It
will, however, be necessary for the institution
to maintain separate books of account in
resnect of such business. Under the provisions
of the Bill business profits would have been
chargeable to tax even in cases where ‘he
charitable or religious trust or institution had
been notified by the Central
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Government under section 10(23C) ol the
Income-tax Act. Trusts and institutions are
notified under this provision only if the Central
Government is satisfied that certain tests laid
down in this behalf in the law are satisfied: It
had been pointed out that the effect of the
provision in the Bill would be that reputed
religious and philanthrophic institutions
notified by the Central Government would be
chargeable to tax even in respect of the surplus
arising to them from certain activities inci-
dental to their day to day functioning. In fact,
apprehensions had been expressed that even
the sale proceeds of prasadam received by the
reputed temples would become chargeable to
tax. With a view to avoiding such results in the
case of notified trusts and institutions of repute
the provision in the BiH for the taxation of
business profits of notified trusts and
institutions has been deleted. It has been
pointed out that sometimes institutions set up
wholly for public religious purposes take up
publication and sale of books as a part of their
normal activities. Even though profit-making
is not their objective, some surplus may accrue
to them from th, sale of such publications.
With a view to exempting the small surplus in
such cases the BiH has been amended to
provide that profits derived by trusts and
institutions wholly for public religions
purposes would be exempt from tax in cases
where the profits are derived from the business
of printing and publication of books or
publication of books. As such religious trusts
and institutions may derive some profit from
certain other activities also, power has been
conferred on the Central Government to notify
other kinds of business activities profits from
which would be exempt from tax. Th,
proposed exemption would, however, be
available only if separate books of account are
maintained in respect of such business. The
effect of the provisions in the Bill would have
been that persons making donations to trusts
and institutions which derive even a part of
their income from business activities would
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not be entitled to tax exemption in respect of
such donations even though the business
income would have been taxed fully. With a
view to avoiding such a result, the Bill has
been amended to provide that such donations
would continue to b, exempt from tax if the
trust or institution maintains separate books of
account in respect of its business activities
and donations received by it are not used for
the purposes of its business. The trust or
institution would also be required to give a
certificate to the done to the effect that it
maintains separate books of account in respect
of its business and that donations received
will not be used by it, directly or indirectly,
for purposes of its business.

Certain modifications have also been made
in the provisions relating to the new
investment pattern of trust funds. Under the
Bill, the proposed investment pattern would
not have applied in relation to assets
constituting the original corpus of the trust as
on Ist June, 1973. This provision has been
modified to provide that assets, including
eouity shares, constituting the corpus of the
trust, in contradistinction to the original
corpus, as on Ist June, 1973, would be exempt
from the proposed investment pattern. This
exemption would, however, apply only in
relation to corpus comprising of assets which
are donated to the trust and not in relation to
the assets purchased by it.

Under th, Bill, Madam, a trust which has
other sources of income besides profits and
gains of business was also required to adhere
to the new investment pattern failing which it
would have forfeited tax exemption even in
relation to its income from other sources. As it
may not have been fair to impose this
discipline of the new investment pattern in
relation to the after-tax profits of a trust or
institution, the Bill has been amended to
provide that the proposed investment pattern
will not apply in relation to the business
profits of a trust or institution for the
assessment year 1984-85 and subsequent
years. However, this
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relaxation would be allowed only if the trust
or institution maintains separate books of
accounts in respect of its business.

I would not like to take the time of the hon.
Members in  explaining  the  other
modifications which are of relatively lesser
importance, as also certain other amendments
to the Bill which are of a drafting nature.

The Finance Minister has already
announced certain modifications of the
original Budget proposals relating to indirect
taxes during the consideration of the Finance
Bill in the Lok Sabha. These were mainly
meant to benefit the small manufacturers of
specified goods.

The general scheme of small scale
exemption was modified in this year's Budget.
While increasing the upper limit of the
exemption from Rs. 15 lakhs to Rs. 25 lakhs,
the limit of full exemption was reduced from
Rs. 7.5 lakhs to Rs. 5 lakhs. Many represen-
tations were received after the Budget against
this reduction. During the discussions on the
Budget proposals, many hon. Members had
also expressed concern about this reduction.
Since then, the full exemption limit has been
raised to the pro-Budget level of Rs. "7.5
lakhs. However, the upper limit of the
exemption has been retained at the revised
level of Rs. 25 lakhs. This measure which
involves revenue loss of Rs. 5.5 crores in a
full year will benefit a large number of units.

The full exemption limit of Rs. 7.5 lakhs
was reduced to Rs. 2.5 lakhs in the case of
small scale manufacturers of cosmetics and
toilet preparations. Man, representations were
received against this reduction. Consequently,
the full exemption limit was increased from
Rs. 2.5 lakhs to Rs. 5 lakhs. The revenue
implication of this measure is a loss of Rs. 75
lakhs.

Hon. Members will recall that alu-ninium
pipes used in sprinkler equipments for
irrigation were fully exempted as part of
the Budget proposals.
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This exemption has reportedly resulted in an
unequal  benefit to aluminium pipes
manufactured by extrusion process and
welding process. To ensure that the
exemption announced in the Budget did not
result in unequal benefit to pipes
manufactured by different processes, a
reduction of duty amounting to Rs. 275 per
tonne has been allowed for aluminium strips
used for making such pipes by welding
process.

The basis of duty on paper and paper board
was changed frem ad valorem to ad valorem-
cum-specific in
the last Budget, as a . tax
3'P.M. avoidance Measure. It
was represented thai the new duty rates in
respect of cheaper varieties of straw board
and mill board had resulted in marginally
higher incidence of duty. A reduction of duty
on such mill board and straw board-ranging
from Rs. 50 to Rs. 150 per tonne has since
been given. The revenue loss on this account
is of the order of Rs. 90 lakhs. The scheme of
concessional rate of duty for small paper mills
using unconventional raw materials has also
been liberalised.

In this year's Budget prepared  preserved
foods and food products were exempted from
that part of the excise duty as was relateable
to the cost of the containers. It has been
represented that this exemption eould be en-
joyed only where the finished food products
paid central excise duty. For the purpose of
giving relief also to some specfied food
products which are not required to pay any
duty, exemption of the duty payable on metal
containers used in such exempted specified
food products, namely, baby foods, milk
powder and ghee, has been allowed. This
proposal will mean revenue sacrifice of Rs. 3
crores annually.

Pressure cookers were exempted from
excise duty as a part of this year's Budget
proposals. Exemption of duty has since been
given also in respect of the specified parts of
pressure cookers, namely cooker body, lid
and vent weight. This exemption does not
involve any significant revenue sacrifice.
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I am confident that the hon. Members
would lend their support to the Bill as passed
by the Lok Sabha.

Madam, I move that the Finance Bill, 1983
as passed by the Lok Sabha, be taken into
consideration.

The question was proposed
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You have said
about the non-resident Indians but you have
not included the provision concerning the
shares of nonresident Indians. It could have
been specified . in this clause, as you have
announced in your speech, not more than 5 per
cent. You have given guidelines to jhe Reserve
Bank also but it
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has not been included in the Finance Bill.
This means that you want to keep the House
and the country in the dark. You do not want
to implement your own assurance. I do not
know whether you are going to make amend-
ments in this House. If that is so, there is
going to be a constitutional difficulty. The
matter will be complicated because then it
will have to go to the other House. That will
be the situation. So, may I know why it was
not included in page 27 of the Finance Bill? If
you had done this, the entire House and the
entire country would have known it that they
can buy not more than 5 per cent of the
shares. After all you have issued the guide-
lines only. Why was it not done here also?
What was the difficulty, what was the
constitutional difficulty?

THE VICE-CHAIRMAN (DR. (SHRI
MATI) NAJMA HEPTULLA): There is no
point of order. Dr. Mahabir Prasad.

SHRI SHIVA CHANDRA JHA-Madam,
why it was not done? I want to show that they
want to keep 'he country and the House in the
dark. They do not want to translate their own
assurance into action. This was the first
opportunity when you could have, shown to
the, country that the assurance you are giving
in Parliament is going to be translated into
action, as you have done concerning other
concessions.

THE VICE-CHAIRMAN (DR. (SHRI-
MATI) NAJMA HEPTULLA): Please sit
down. It will be very nice of you.

SHRI SHIVA CHANDRA JHA: This
cannot be discussed unless he gives an
assurance or clarifies the situation.

THE VICE-CHAIRMAN (DR. (SHRI-
MATI) NAJMA HEPTULLA): That is all
right. Yes, Dr. Mahabir Prasad.

o wEmEre gqrg (Faare) @ A
zar, fa fodos o¢ & ooy s
mEOFE, § oqg aei gamar 2 fw

GO & WwEl ¥ W W W



269 Finance Bill,

§ wgew foam et & & fegew &1
Tt &, feegma & wEt W Fw @,
AR AfEr qey 2, AR W@ aw
4 TTH AHEa A s A g, 9w
F am # #¥zA w1 oA "W §
FIX FT 5477 A7 TH U7 ATFE FE
g oA fE F oawdr qw oqE
¥=, & #gn www z f* fggmm
ATA UF Hea(a® T I & 1w
fameft < giw A, ST woer
faady ot aris T 4, T AT
faadt @ Fwmw ¥ 7, Tog feafa
R % fr fegmm s & o
Y § F, wiaTw aai &0 w5l 6
WA TET UFe To Hio I fUR
swifi 2 4 Frordt fay ar fis
India is the poorest country in the world—

not one of the poorest countries but the
poorest country in the world.
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SHRI B. KRISHNA MOHAN: Madam
Vice-Chairman, I am extremely thankful t,
you for giving me an opportunity to speak a
few words in support of the Finance Bill
introduced by Shri Pattabhi Rama Rao. At the
outset, I take the opportunity of congratulating
Shri Pranab Mukherjee and his team of
Ministers in the Finance Ministry for the tact
and imagination that they have displayed and
for their pragmatic and balanced approach in
shaping the economy of this country. Our
party is wedded to the philosophy of removing
economic disparities. Our Foreign Minister,
Mr. Narasimha Rao when he was the Chief
Minister of Andhra Pradesh in the year 1972
brought a revolutionary piece of legislation for
the first time in the history of the country, the
Land Ceiling Act of 1972. He brought that
Act with the intention, with the fond hope, of
removing th, economic disparities and he
wanted the surplus lands of the rich to be
distributed to the poor. There was an agitation
in Andhra Pradesh, engineered mainly by the
vested interests and Zamindars, in the name of
separate Andhra State and Mr. Narasimha was
forced to step down from office as the Chief
Minister of Andhra Pradesh. After the exit of
Mr. Narasimha Rao they have started watering
down many of the provisions of the Act and
there were many benami transactions and the
rich remained rich and still richer and the poor
man remained ever poor. In the 20-point
economic programme of our Prime Minister
the
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main point is implementation of land reforms.
Rupees ten thousand crores were earmarked
for the implementation cf 20-point economic
programme. The Government is distributing
Rs. 10000 crores to the various States for
implementation of the 20-point economic pro-
gramme. I would request the honourable
Finance Minister to ensure that land reforms
in different States as also the policies thereto
which will alleviate the sufferings of the
masses, the Harijans, the tribals, the backward
classes, are strictly implemented. Mere
allotment of Rs. 10000 crores to the States is
not sufficient.

rThe Vice-Chairman
Mittal) in th, Chair]

1 would request the honourable Finance
Minister to advise the State Governments fo
constitute committees consisting of Members
of Parliament and Members of the Stats
Legislatures to see that th, 20-point economic
programme is strictly implemented. The
honourable Finance Minister should see that
Members of Parliament are involved in the
implementation of the various economic
programmes. Various State Governments have
their own programmes. Particularly in Andhra
Pradesh we have our own 15-point economic
programme of the Telugu Desam. All the 15
points of 1h, Telugu Desam are those copied
from the 20 points. What they will to do is
they will implement those 15 points from the
funds earmarked for 20 point programme and
then they say that that have implemented their
own 15 point programme. For that a
committee should be appointed ot Members of
Parliament and Members of the State
Legislature to educate the masses that the 20-
point economic programme of the Prime
Minister is implemented in the States.

(Shri Sat Pal

Secondly, a lot of controversy is created
about investment by non-resident Indians in
the business houses. Our Finance Minister
made a categorical statement denouncing aU
the misapprehensions and investment by pon-
resident Indians in the Indian business houses
is a welcome feature. I hope
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they will invest in different fields and
increase the productive capacity and ease the
balance of payments position. It is
categorically stated that they can have wholly
50 per cent.

As lar as development of Andhra Pradesh is
concerned, it is the long cherished desire of
the Andhra's to have a steel plant. They are
anxious that the steel plant at Visakhapatnam
should come up expeditiously. Work is going
on there but not according to the schedule. In
this year's budget only a sum of Rs. 187 crores
has been allotted for the construction of the
Visakhapatnam steel plant. This is not
sufficient. 1 hope the honourable Finance
Minister will allot more funds for the early
completion of the Visakhapatnam steel plant.
There are several irrigation proiects in Andhra
Pradesh like the Polavaram project and the
Yeleru reservoir. The other day 1 was
mentioning about the Yeleru reservoir project.
I hope the Centre will give all possible
assistance for the early completion of the
yeleru reservoir project. If this is completed,
water can be drawn from that for the
Visakhapatnam steel plant. There is no
developmental activity going on in Andhra
Pradesh. When the present Government took
charge in January, the .State was not having an
overdraft of even single paisa with the Reserve
Bank. After January there has been no
developmental activity in Andhra Pradesh
(interruptions). Tn February the State
Government froze all expenditure excepting
payment of salaries. The freeze was there from
February to March 31. Collectors were
instructed not to spend any amount on devel-
opmental activities excepting payment of staff
salaries. Can he deny that? He cannot deny
that. . . . (Interruptions).

THE VICE-CHAIRMAN (SHRI SAT
PAUL MITTAL): Please do not interrupt him.
You will have your say.

SHRI SATYANARAYANA REDDY:
(Andhra Pradesh): He is making unnecessary
allegations.
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THE VICE-CHAIRMAN (SHRI SAT
PAUL MITTAL): It is none of your business
to interrupt him.

You can refute them when you speak.
Kindly do not interrupt him.

SHRi B. KRISHNA MOHAN: Today, if
Andhra Pradesh is self-sufficient in irrigation,
in foodgrains and in electricity, it is only due
to the good work done by the Congress(I)
Governments. Instead of starting
developmental activities instead of giving
fillip to the several programmes of the pre-
vious Government, the only development
work of our present Chief Minister is his
action in abolishing Legislative Council,
abolishing pension to former Legislators
reducing the age of retirement from 58 to 55
and treating all Government officials as crimi-
nals. Is it the way to run the Government?
There is a regional party in the neighbouring
State of Tamil Nadu also. There the AIADMK
party is giving greatest respect to the Centre
and their Government is maintaining very
good relations with our Prime Minister. But
from morning till evening our Chief Minister
is criticising our Prime Minister, Mrs. Gandhi
and the Central Government. He has fooled
the people ence. But I can say that he cannot
fool the people for all the time. He may fool
them for some time.

SHRI B/SATYANARAYAN REDDY:
You see the result next time.

SHRI B. KRISHNA MOHAN: Our hon.
Finance Minister the other day gav, statistics
of income-tax dues from film stars. Huge
amounts are due from several film stars. Our
own Chief Minister is reported to be owing
about a lakh of rupees. May I request the
hon'ble Finance Minister to reopen all his
income-tax cases and recover the dues
accordingly?

Now 1 come to education. In Andhra
Pradesh there are several colleges which have
the necessary infrastrue” tural facilities for
offering post-gradu-;
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ate courses. Many representations were made
to the University Grants Commission to
permit them to offer post-graduate courses.
May I request the Finance Minister to advise
the UGC or give them sufficient funds so that
they can in turn come to the rescue of these
different colleges and help them in starting
post-graduate courses. This will benefit tens
of thousands of students in Andhra Pradesh.

The hon. Finance Minister is going to bring
an amendment to Section 10(23-C) of the
Income-tax Act. This will bring within the
purview of taxation, income that accrues to
the Trusts. Such an amendment will have the
effect of bringing a large number of activities
undertaken by  Tirupathi ~ Thirumalai
Devasthanam mainly to propagate Hindu
Religion and provide facilities to pilgrims
within the tax network. I would request the
hon'ble Minister of State for Finance, who is a
great devotee of Lord Venkateswara to kindly
see that the Thirupathi  Thirumalai
Devasthanam is exempted from this.

Mr. Vice-Chairman, I thank you for giving
me this opportunity to express my views.
With these words. I support the Bill.

SHRI NIRMAL CHATTERIJEE: Sir, the
first comment that I wish to make on this
Finance Bill, as in the case of th, Past years
also, is that it only tinkers. While the
economy, in fact, cries for fundamental
solutions, it only tinkers with the problem. I
will show you later how this Finance Bill is
not only tinkers with the problem, but also
how it stinks. In fact, I will indicate how in
the name of having progressive policies and
other things, this Finance Bill stinks.

Now, Sir, before I go into the details of the
Finance Bill, I am afraid, I will have to make
a reference to what the Finance Minister
expected when he made the Budget speech
and what we' had said at that time. I am
afraid... (Interruption), Should con-continue?
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SHRI PATTABHI RAMA RAO: Yes, yes.
I am listening to you; I am hearing you. You
continue.

SHRI NIRMAL CHATTERJEE: But I will
have to address you through him only. Or,
should I address you directly?

Now, Sir, our forebodings, I am afraid, have
come true and the optimism of the Finance
Minister has not been borne out. Look at the
production figures. Industrial production,
about which the Finance Minister said in his
Budget speech, has dipped, the rate of growth
of industrial production has dipped, but he was
expecting it to come up once again. In fact, the
latest production index shows an absolute fall.
The January index registered a decline
compared to January of last year. So, the
chances are that the production in the field oi
industry would register not only positive
growth, but perhaps a negative growoh. Then,
look at the Finance Minister's expectations and
our foreboding about the wholesale prices. We
said and, in fact, I mentioned that even
according to the Economic Survey, the
December figure, that is, the nine-month
figure, showed a rise, 2.2 per cent and, in the
month of January, in the same Economic Sur-
vey in another place, it was mentioned that it
had grown at the rate oi 4.5 per cent
approximately, and we said that this was the
trend, but the Finance Minister in his wisdom
tried to deny that. In fact, Sir, today it has been
reported that the wholesale price index figure
has crossed seven per cent. On the agricultural
front also, as well all know—we are
diseussing it again and again—the position is
very dismal. So, it does seem that the
probability, is that the whole economy of the
year 1982-83 would register, not a positive
growth rate, but only a negative growth rate.
Now, Sir, this is not the first time. I will not
say that it is to the credit of our present
Finance Minister only. It has been go during
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the course of the last thirty years. Almost in
every Pla!*'- period, ihere have been years of
very high growth rate and the Finance
Minister would come on different occasions
and take pride in that. But, sir, from period to
period, from Plan to Plan, for every five year
period, the average comes to 3 plus per cent Oi
growth rate. That again is going to happen for
the Sixth Plan also and that seems to be the
trend of the present economy.

Now, Sir, there is nothing to praise and
nothing to condemn because, all of us would
agree, it is a planned economy only in name.
In fact, it is the private sector economy and to
the extent there is a Plan, it is only for the pri-
vate sector and, therefore, the inherent
strength of the economy as it 'ls that it has an
average growth rate of 3.5 per cent, whether
we plan it or not. That at least is the story' 0i
our Plan and non-plan years during the last
thirty years. While I say this, I must also
recognise a very important change that has
taken place during the course 0i the last thirty
years.

That change is that in the First Five Year Plan
period it was only 5 per cent, during the
Second Five Year Plan, during the Third Five
Year Plan and the Fourth Five Year Plan, and
today, from 5 per cent, 7 per cent, 1l per cent,
16 per cent and now we have crossed 20 per
cent. Now, Sir,, in the First Five Year Plan, in
its perspective it was felt that our economy
will take ofl—the 'take-off term used in the
Third Five Year Plan first. But the idea was
that we will take ofl when we reach 20 per
cent savings rate, and the definition of 'take-
off was that the Indian economy would be
able to go forward on the basis of its own
strength, on the basis of its own momentum.
At that time, Sir, even in the pre-Indendence
plans like the Birl, and Tata plans it was
postulated that initially we shall require some
external help—initially, because tits sa,yingn
rate is very low and we shall require
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some draft on foreign, savings to have a higher
investment rate. That draft on foreign savings
was 2 per cent of the national income at the
time oi the First Five Year Plan. The Finance
Minister, as it becomes him, tries to cover up
this thing by saying that our external
borrowings have been reduced very much. The
percentage of external saving to, our Plans
investment has come down. That is a fact.
Figures will not tell a lie. With this figure, Sir,
he merely hides another figure. What is that
figure ? That the percentage of over draft on
foreign savings has certainly declined in rela-
tion to our investment because in the
meantime, what has happened is from 5 per
cent our savings percentage has gone up to 20
per cent. With the same 2 per cent of our
national income we go on beggining, we go on
borrowing from the savings of the world
outside. That 2 per cent of national income
remains. It registers a lower percentage to our
totai rate of savings. By quoting that figure he
hides this figure. And 2 per cent of our
national income ig a substantial amount. From
the First Five Year Plan onwards we have
stated that we are about to take off and we will
not have to depend on foreign borrowings, on
foreign savings. We ar, still at that stage; we
ar, still dependent even after we have achieved
20 per cent rate of savings: in fact we have
crossed it. Why is it so? Why i it that despite
what has happened, what was visualised as
almost unachivable by our flrst planners, by
the flrst Planning commission or even eariier,
after that has been acheived, we have to go to
the IMF and we have to go to the Asian
Development Bank, with a charge against us
that we are trying to deprive small countries of
Asia? What is happening, therefore. Sir, we
must try to understand. What are the deep
processes in the economy that are taking us or
landing us into this morass ever after
achieving what we have aspired to achieve.
Facts are simple. Take the work of any depart-
ment or ahy industry. When you turn
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that 20 per cent rate of savings into
investment, you discover that the prices of
investment goods, wholesale price "andex, has
grown by 7 per cent; the price of investment
goods, most vital element in our development
process, has grown by 15 per cent. Your
savings are eaten up. Take any activity. Yo,
engage a contractor Ask him through tender to
do the job. You spend RS. I00. Rs. 50 is
initially pocketed by the contractor. That goes
into a pocket elsewhere, go that the real
expenditure is Rs. 50, and Rs. 10.

If these things ,re not taken into account, we
will be unable to explain. How is it that in an
under-developed country like ours, the
investment output ratio is that high? Thirdly,
Sir, since we are discussing the Finance Bill,
we might as well mention the falsity of the
reports of output. As we know in the case of
the Golden Tobacco, Sir, they are under-stated
so that what is produced is not reported
correctly what is saved and how that is spent is
not reported correctly. And we have a
miserable existence despite what we wanted to
achieve, and despite what we achieved. Sir, in
order however, to cover up the deficiency, a
single cry has been let loose. When the cry of
the entire economy is for a fundamental
golution, what the Finance Minister tries to put
forward as a glo-gan is that in order to repay
that 2 per cent of the graft—on foreign
savings, we must export. Why is it that our
exports should be so much less than our
imports? First, [ want to thrash out an incident
thing. The Finance Minister has taken pride in
the fact that despite a world recession, despite
high protective walls in the capitalist countries,
we have been able to achieve a ver, high
growth rate in exports. That, Sir, is once again
a jugglery of figures. In fact, Sir, the Finance
Minister, in his wisdom concedes every year
Rs. 122 erores as tax incentives, as draw-backs
so that our export performances are improved.
We hav® discussed il #iie '. morning. Our «x-
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port, to the Soviet Union do ,not require  any
export incentives. Our exports elsewher,
do. But have they realiy led to this increase
of export? The Finance Minister kno,ws. the
hon. Minister who is present here knows
that the entire decline in the last year's exports
is due to a  failure  of ours. That failure is
that we are not having the refining capacity
for as  much crude oil as we have been aBle
to dig. Therefore, the export is worth about Rs

1,000 crores more. Why did we  have to
export the crude petroleum. It is
because  we do not have adequate

refining capacity available. For this export of
crude petroleum, Sir, no export incentive was
necessary. And if you take that out, with all
these Rs. 120 crores, our export growth rate is
zero. That is the position of 1982-1983. Sir,
I must congratulate  our engineers. I have
no faith in God. I congratulate our people
that we have succeeded on the petroleum front.
But for the simple mismanagement instea™ of
this export of Rs. 1,000 crores, had We been
able to refine it, we could have saved RS. 2,000
crores on imports. That is where you come
into the picture, that is where our planning
comes into picture.

Now, Sir, when I say that the cry is for a.
fundamental solution, I mean Sir, that you give
up this path of export startegy. It is an absurd
proposition. Look at the countries of the world
to the extent they are controlled by the world
financing ageneies. This is not the path of
development. If there has to be economic
development at all the .path should be reversed.
Sir; in vthe name of honesty, in the name of
oeople, in the name of good living, let us from
now on have an aus_ tere level of living, let us
cut down our imports. What is that you import?
' What is the composition of our imports We
say, that we import technology What is that,
Sir? We import technology so that wecan
produce goods which cater to the rich

And, after five years we do not develop o\MT
technology. We. say that the rich elsewhere,
they are getting other
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kind of commodities, other kind 0i? goods
and those kind of goods are either not
imported here not available * here, not

produced here goods are either not
imported  here, not available here, not
produced here and, therefore, once again we

import that kind of technology. Austere liv-
ing, aUttere wa, of building the country,
austere ~ way of having economic
development would mean grant your
scientists, grant your research people, grant all
the RDOs, even of the Government, time and

money. And, only when they have the
technology, we shall avail of that. We shall
not run after imported  goods and imported

technology even higher  technology (f other
countries. We  shall rather go without them.
In this way, Sir, it is not unavoidable to
have the import surplus. Itis perfectly
possible. 1 challenge them to say that this is
not feasible. Even from the figures it can be
proved that we will have an export surplus and
we will be in a position to repay sil the debt
which we have unashamedly got from  tese
countries. This is one dimension in which our
economy should make s change, I am not
saving this which any hope. I am saying
this to indicate to all Members who are
concerned and to the people at large that this
is not the path that has to be followed. This
is not the path.  This is the path of ruination.
There is an alternative path and that path has
been laid down even in the early 20th
century when it has been shown, that by
following such a path a high rate of
development is possible. to become maior
econom- ncjwer of the world.

Now, Sir, coming back to mundane ing which
initially referred to. But let me tell this thing
first. Now, Sir, I will come to figures. My
only problem is that even while dealing with
the figures one “saddened, because if we look
at the figures, the Budget figures, one is sad-
dened. Now, when we say that for 1983-84
you have made certain estimates and if I have
to base myself on them I will be misleading
myself, Sir,
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and | wil] be misleading you and,
through you, the rest of the Members
present here. I am quoling from the
official publications, Look at the varia-
tion belween Budget estimates and
actusls, and kindly infer aboul the
quality of the figures and the guality
of Dbluffing involved in them. The
variation in estimates and actuals over
the years from 1077-78 to 1981-82 has
gone up from year to year. I am quot-
ing: In 1877-78 {the variation was
nearly 6 per cent. Then, in 1978-79,
't wasg 13.2 per cent. It carhe down in

10-81 to 9.08 per cent gay 10 per cent,
nd in 1081-82, it is 17 per cent. It has
sicked. T do not know about 1982-83.

do not know what is going to happen

1983-84. Even then, Sir, I have to
4 nd on fhe figures which are avail-
#. .. Now, what are he figures which
are available.

Now, we have in his Finanec Bill
taxes imposed. Is it necessary,k Sir?
Already our rale of sayings is more
than 20 per cent. Why then do we
have .to tax? Do we have to mobilise
resources via this route or any other
route? The gargument ecan be, Sir,
that the savings pof 20 per cent or 22

per cent that sre generaled inlernally
have to he mopped yp in the State sec-
for, lest the public sector grows wezk.
I will sgree with that. Buf, Sir, that
would mean that you trv to darft on
the private savings: and yvou do not
try to draft on consumption
and of the poor

Now_  we have debafed {or a long

time, on casions, ang enm-
ments have been offered by many peo-
ple. The cdmment is that inereasingly
our resources are being collected from
indirect taxes and not from direct
taxes, With the modifications last
announced, it has further tilted in
favour of indirect faxes. What really
is the phjection if indirect taxes are
used to mop up resources? The ob-
jection simply is that indirect {axes
tax all people including people helow
the poverty line. They do not have
savings. Even if we are t{rying lo
mobilise savings from the private sec-

VATIOUE
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tor "as if" savings are generated there and you
can draft that in the public sector, this is not
the instrument for that. If you levy more
indirect taxes, it only means you depress the
consumption of the poor people further in or-
der to have your savings. Relatively speaking,
you keep untouched the private savings, the
savings of the rich,, the surplus which the rich
only can afford, and which is taxed mainly
through direct taxes and not through indirect
taxes. It may be argued that even within the
scope of indirect taxes it is possible to tax the
luxuries. This is certanly, true. Even then I
will tell you just as a theoritical point. Every
single indirect, tax. even within that group, is
regressive in nature. Tf you take by groups,
you can introduce some kind of progressivity.
But basically, it hurts the consumption stand-
ards of the poor. That is why, we object to the
growth in the indirect taxes.

The question is. was there no way out? I will
come to the point. Even in regard to this
mobilisation it has been mentioned that only a
small proportion of the total revenue collected
is through the Finance Bill. Thereby hangs a
tale. I will come to that a little later. In the
meantime, the question is, was it not possible
to mop up this small jmount from elsewhere?
In this connection. I would like to refer to the
report of the Auditor-General about tax arrears.
This report gives the figures. Over th, years,
the tax arrears have been increasing in this
fashion. They have increased from Rs. 33
crores in 1978-79 ti Rs. 34 crc-Rs. 40 crores
and RS. 45 crores. This ' is the growth in
arrears. Now, it was my misfortune to have
listened to the Finance Minister's speech in the
other House. Now, Sir, he has tried to wi gle
o"t by saving that even o,n 31st March,
whatever has been demanded would be
considered as arrears. That is perfectly valid.
But he has forgotten to add that figures are
always, in every year are as on the 31st March,
and if there is growth, this growth is taking
place not just at the .,nd of the year, but in the
course oi the year.
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Now, Sir, I will talk about the other sources.
What about the demands which are written off
every year? The Public Accounts Committee
has made a mention of the amount which has
been written off in the case of only one per-
son, who has unfortunately died, Raja
Kamakhya Narayan Singh. What-is the
amount? Can you guess? It is nathing less than
a crore and forty lakhs of rupees. This is the
amount which has Been written off in the case
of only one individual. Now, this is fhe
volume of wastage which is taking place. I
will not say wastage. I will say, if yo,u permit
me, this is the kind of policy that is pursued.

If all these tax arrears are recovered and if
aU these are mobilized, the need for this
additional taxes would not have arisen at all.

New I will refer to a yery curious thing. I
am trying to indicate the wastage involved in
this whole mechanism. Corporation tax has
been defined for one single purpose only. The
income tax cblleetions are sharable with the
States, but th, corporation tax is not. So,
previously what was one common tax either
on individual or on companies and branded as
income-tax, a part of it, in somebody's
wisdom, has been designated as corporation
tas that the States can have no share from it.
The funniest oart of it is that out of 2000
crores of rupees' corporat’ n tax yields the
public sector enterprises contribute more than
a thousand crore of rupees and the cost of
collection of income-tax comes to croi'es of
rupees Which by a Simple provision we can
save by not trying tb tax the public sector
undertaking. So, imagine the curious spectacle
of the whole thing. We stand for equality, not
the equality of the Harijans & the Caste
Hindus, not the equality of the minorities and
the majorities, but the equality of the private
sector and the public sector, equality of a
private sector cheat and the equality of an
honest citizen. These public sector enterprises,
you will be surprised to learn, go in to the
SuP* rente Court  against the incmoe.tax
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department and the income-tax department
gets involved in litigation with the public
sector enterprises. This is how in this wonder
land our two bands are united in this common
war of attraction. If the Finance Minister is
interested, we can save a good deal from this
and eliminate the need for taxing the common
people.

Then, Sic, I have already referred to the
drawbacks in regard our exports It is of the
order of about Rs 120 crores. I am sure if
these drawbacks were not there, the need for
the imposition of these taxes would not have
been there. In any case these draw backs are
not meant for export purposes oaly, 'hey a?-
used for rn-ny other landestine deals (Time
Bell). I hav, heared the Bell but kindly permit
me to ignore that for the time being. I will
oack to some of the pi'o_ \.'sions relating to
the States and the Centre. Some of the
provisions the Finance Bill are wonderful.
Clauses ane ? of the Fina :~, LH? t:iji of the
charitable t'u3's T would just recount the small
history behind this. On charitable trusts there
was a Bill in 197 which demanded that the
charitable trusts should have their funds
invested in a particular pattern. In 1975 it was
said that thig redirection of the investments
will take time, and, therefore in that Bill it was
provided that the existing pattern of
investments would be allowed to exist till 1-4-
1978. After the lapse of nearly three years, in
1977 came the Finace Bill. It said that this was
too short a period. The period was further
extended to 1-4-1981 Charitable trust is a
refuge of the big business houses. In the
Finance Bill, 1982~ the Finance Minister
said—it is the present Finance Minister I
presume—that the Finance Bill of 1982 per-
mits the extension till 1-4-1982. The present
Finance Minister has come with a brave face.

THE VICE-CHAIRMAN (SHRI SAT
PAUL MITTAL): Please wind up. I will not
cut even one minute of your time. But you
have taken 32 long minutes.
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SHRI NIRMAL CHATTERJEE: I thank
you, Sir. Kindly permit me two minutes,
more.

THE VICE-CHAIRMAN (SHRI SAT
PALL MITTAL): All right. Two minutes.

SHRI NIRMAL CHATTERIJEE: This year,
the Finance Minister, with a brave face, has
said that he is crying a halt to this kind of
exemption. What has he done? He has merely
extended the period from 1-4-1982 to
November 1983." Once again he has
extended. He said, he ig going to close it. But
once again he has extended it.

Now, Sir, there are some other loopholes to
which I made a reference when I participated
in the discussion on the General Budget. But I
shall draw your attention to a fantastic
provision in the new section—section 43B—
where it is said—this also I made a mention
of, but I am only trying to repeat so as to draw
your attention—that unless the deductions for
taxes, duties and contributions to Provident
Fund etc. are actually paid, no deduction for
tax purposes in respect of them will be al-
lowed. Now I quote the crucial sentence. It is
said that the Finance Minister is trying to
tighten the screw; therefore he has inserted
this new clause; "shall be allowed only in the
year of payment". Why has the Finance
Minister included this? In the past, for the last
ten years or so, all the big houses have
provided for these amounts, but have not
actually deposited these amounts, but have got
tax deduction on the plea that they have to
provide for them. So they have got all these
tax concessions on that basis. In the year of
grace, now he says: "i" the year of payment".
So they will say: -'This year I make the
payment for the tenth year" and get a tax con-
cession onc, again. An amount shown in the
books but not deposited, a concession taken,
and still the concession will be repeated. Such
is the beauty of the Finance BiH.

Sir, you will not allow me time on this, but
yery quickly I will refer to
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the whole approach of the Finance Bill which
tries to mobilise no more than one-fourth of
the total mobilisation that the Government is
trying to make. Look at this provision. As 1
have mentioned, corporation tax—why it was
divided. Then you raised your prices .via
administered prices. Over the last three years,
the Centre has been able to garner Rs. 3000
crores and not a pie of it has been granted to
the States. We know about income tax. Even
this year what has the Finance Minister done?
He has appeared to be conceding a concession
to the lower income bracket and therefore he
has reduced the tax on a certain slab. But why?
Because if he lowers the rates of income tax,
the States surfer; if he increases the surcharge,
the Centre gains, the States don't. Then look at
the railway fares. If there is a surcharge on the
railway freight, the States are benefited. It is
the reverse of income tax. Therefore, all
surcharges on railway freights have been
eliminated. So the Centre gains and the States
lose.

THE VICE-CHAIRMAN (SHRI SAT
PAUL MITTAL): I am afraid you have taken
more than two minutes.

SHRI NIRMAL CHATTERIJEE: Just two
minutes, Sir, and I conclude with your
permission. Even in the case of this Finance
Bill, apart from the provisions I have
mentioned, I just incidentally want to say: will
it surprise you to know that while the wealth
of the large households has grown from Rs.
50 crores to Rs. 150 crores, simultaneously
with the fact that individually they have all
become very poor—these Mafatlals and such
other names. The most interesting fact of this
tax statistics is the surtax. You know what it
is. It is a tax on companies levied on the basis
of the rate of profit. It is n<* a surcharge on
tax. If there is a ce level of profit, then there is
surtax. Would you believe, Sir, that despite
this growth in wealth, the surtaxes are coming
down and all the big houses and all the
companies are becoming less and less
profitable so that collection in surtaxes is
coming down?
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But, Sir, coming back to the State's portion,
look at the pattern of the additional excise
duties. The technique of declaring goods of
special importance is adopted so that either
you cannot—. levy sales tax in the State at
more than four per cent or you are denied it
completely. This year's Finance Bill, if it has
done anything, it has added to the list of these
items in terms of additional excise duties,
goods of special importance and so on and so
forth, (Time-bell) rings.

THE VICE-CHAIRMAN (SHRI SAT
PAUL MITTAL): I am sorry..

SHRI NIRMAL  CHATTERIJEE:
Thank you, Sir I have heard your signal. I will
conclude. All this I am presenting only with
one purpose and the purpose is this. If you
really want not to tinker, if you really want not
to stink, our Finance Minister has a wonderful
double face. He goes to the Non-Aligned
Summit and he utters t'ne sam, thing against
the International Monetary Fnnd that we utter
here. He comes back here and says, "What
nonsense are you saying?" He tells them that
the adjustment process is opposed to the
devellopment process. The dondltionality he
opposes in the NAM. My only question is:
Will your picture brighten if you say one thing
there and oppose that thing here, if you say
on, thing before the galaxy of the Heads and
Premiers of the various States of the world
which is highly commendable, and behave in
the opposite manner in relation to your own
country? Will our reputation in the Non-
Aligned Summit, in the coee t of international
leaders, improve then? L're is no way out.
They have ta be double-faced, they have to ap-
pear brave when they are cowardly. The
Finance Minister says, "I am taking from tbe
States, yet, but look how much I give!" He
tries to appear as if he is a dispenser and he is
the lord of all the funds that are available in
India and it is at his will that he will give to
the States. In the meantime he goes on looting
and cheating. My only concluding comment
would be, this Finance Minister has no future
because he represents—not because he is a
poor person, not because he is not trying to....
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THE VICE-CHAIRMAN (SHRI SAT
PAUL MITTAL): Now you are coming to the
person instead of the Bill. (Interrup’
tions)....! am sorry, I cannot permit you
beyond that.

SHRI NIRMAL CHATTERJEE: Thank
you, Sir.

o w7 WA fmg  (IET 9I):
qETE  TOAATSEE AgEd, OTTE
F gza & ward AT WA AH
71 faw fagas 1983 77 w94 fa=r
WHE FCA TN AT A7 fpr 21 A
THFN AAAT T4 ¥ A0 wwm gy

77 qF 37 fagE aem q
gTAl w TEWN 2, AT 6T TeEW
¥z T F A AwE TEE T
fedr 2 aar fas g =n
7R Jed fFa1 2 Taay S99 Ewnd
qars At St AT 4 wamaw § oo
faam § Af qg0 |Ewm o # A
Faw  TAAT 21 agAr wEar 2 Ofa
1@ & oW § feo# e frnd
gzy § wix fodft =1 2 1 gw e
g T IAFN TRYAT T F@ar =@rfEa
W A TH AA ¥ A% fE W
Fad wEF G AT F AR %9
qE FTE 9T Z

HIAAA FEFw EW 1A & AEZEA
gt fo faw fadaw 0w @@t #93
aAg TR A 97 A4t egw fzam
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SEer qEI AT |

sfiqq, a7F 0F  FiO oggrA 2w
2 area #1 oarfgw fawm ad
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daa & w7 f@ wfa & awemi @
famreror fear sy fags wfa
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FATF U4 IqFW AN FOX AA

sirfad o
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qfr T @ 8, FHAT gqW qIErd
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1 | qfaFar qoAT 4T

FATA & qT—

-

9FFT 43 AT AET ¥ T AA AL
wga wm faowr qg # SR 2
weml F fav faefr ag far &,
afow § 9EHT L, g0 AX FWE

gd wadl & qvq & faw fodaw,
1983 &1 qAYT FIAT § T4T ATTHI
ECIRE O+ (I TR 1
A4l T wgA fawa 9T 99
fFT g @ w1 gawe faar

DR; BHAI MAHAVIR (Madhya Pra-
desh): Mr. Vice-Chairman, Sir, the Finance
Bil] has brought the budgeting process to its
final stage and what we are seeing here is
more or less a discharge of our duty because
we know that the  Government has already
made up its mind with regard to the financial
affairs of the country for th, year that has
commenced. When I spoke on the budget, 1
had occasion to make a few suggestions to the
hon. Finance Minister. But, as is usually
the case, very few suggesstions find
favour with the Government, even though
from the common sense angle or from the
angle of the Government itself, we feel
that those suggestions should have been
accepted. When the hon. Finance Minister
takes pains to check misuse of funds by cor-
porations and takes various measures to
plug loop-holes, one would have thought ihat
he is very much interested in stopping misuse
of financial resources by men who command
industrial  units in the private sector. But I
am surprised to notice that year after year a
suggestion which should make sense with the
Finance Minister and which has been put
forward has not been found acceptable by
them.

When a particular expenditure is disal-
lowed to a company or a particular con-
cealed income i, discovered, what do the
income-tax authorities do? They impose tax
and penalty. Tax as well as penalty ar,
imposed on the company and the people
who arc responsible for this mischief or
misuse of authority—the direc-

[5MAY 1983 ] 1983 306

tors or may be, the managing director,
maybe, the director in-charge, maybe,
the chairman or maybe the mana
gers—they do not have to pay anything.
They do not suffer any penalty. They are
not put to any trouble. The payment or the
punishment or the penalty is brone by the
shareholders. The company being a legal
entity the shareholders have no way of
protecting their  interests  against
the directors who first make wrong
impermissible churge, as well as for the
company and when they are discovered,
the shareholders have to pay for those
impermissible  charges as well as for the
penalties which are imposed by the incometax
authorities for those =~ wrong actions. Could it
not be made binding that whenever such
disallowed expenditure is there, whenever

concealed income has been discovered,
the  penalty be  imposed on the
persons responsible for doing it and

not on the company* as such? If that
were done, the people who are guilty of
these deeds would at least have some reason
to feel discouraged. The honourable Finance
Minister has, in tne course of his statement in
the other House, referred to anumber of
things which were placed before him for his
consideration. For example, he was asked
about the raw deal which the small-scale
sector has got at his hands. He has not denied
it. He has not tried to defend what hardship the
Budget proposals are bound to  cause  to
the small-scale sector. He has no tried to
defend them excepting by a reference to

something which he calls a
technological revolution which we are
having. He says, "The small-scale

But was it not
of technological

sector has  suffered.
inevitable in a situation
revolution which ~ we  are having?  We
could not but keep pace with the
times." I do not know whatexactly he
means by keeping pace with the times.
Does he mean to  say that we have to accept
the technology which we find in vogue in
the Western industrialised countries or
even in the Soviet Union? Ifthat is
so, well, let us be told that the Government
has lost its faith in what it considers or it
has been considering till  this date to be
the I  Gandhian path. 1 suppose the
charkha symbol is still embossed on the
flag of



307 Finance Bill.

[Dr. Bhai Mahavir!

the ruling party. Is that just a decora
tion, piece or d< ify something?
I was under the impression that we have
some faith in the philosophy which was
propounded by Mahatma Gandhi. The
reservation, foi ile units, small
industries, was introduced today even
if for no other reason, for the reason
that we are a countiy which has such
a monumental ' unemployment problem
to sort out. For this reason at least we
have to evolve a technology which wil!
labour-intensive, which will not depend
upon the highly sophisticated capital-
intensive methods of the West. When
the Finance Minister talks of ihe revolu
tion, I begin to fear that the days of the
small-scale units are numbered. Only
other clay 1 was in America and 1
in a car with a friend of mine,
Casually the friend mentioned: Do you
know this car is wholly manufactured
by robots ? No human agency has
played any part in -he production of
this car.

That is one way of, or one stage of,
revolutionising industry. Does ihe Finance
Minister want to take india to that stage where
industry is run by robots? Even in those
countries where it is done, the question has
come up as to who is going to purchase the
products of industries which are run by
robots? For purchasing their products, you
wil! have io.have labour, and without labour
being employed, there will be no income and
without income in the hands of people, these
products will pile up in the industries, their
yards or stores. They will no! find purchasers.
That is the logic behind Mahatma Gandhi's
in-:e that we should use simplest machinery
which a man can use and run and  with
which he becomes effi-

That machine does not di
man. Hi:  philosophy was, let not
machines becom letus re-
main masters of machines. If that was
hen that logic seems to be losing its
hold on the thinking of the ruling

party.

I wish to refer to il again because
:oday the- reservation system for small-
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scale industries is under pressure. Even as it
was, the reservation system had DO statutory
backing. It was based on executive orders.
Due to absence of statutory sanction, there
was no way fo'r a small-scale unit to seek
protection by going to the court against the
wrongful working of this formula. I know of a
number of cases where an item reserved for
small-scale sector was allowed to be produced
by large-scale units. Tooth paste is one
instance. In it was reserved for small-scale
seclor. But we find that tooth paste is virtually
monopolised not only by largescale units, but
has been monopolised by one big monopoly
house which is a multi-national called
Colgate. If that is so. what does this
reservation mean ?

A gentle man who knows what he talks was
explaining to me that reservation means that
even if it is reserved for the small-scale unit,
others also will be permitted to produce it. On
that analogy, if a railway berth is reserved in
my name, it means that others will sit on it. If
that is the meaning of reservation, then we
have to learn many new things in life.

Apart from that, the present system of
including new items in the reservation list
and excluding some old items from it is left
to the arbitrary decision of the Ministry. I
know of cases where ill-scale unit Js not even
informed of it. much less consulting or
explaining to rfem why there was justification
for its bein;: excluded.

The basic approach of our financial or
economic or - budgetary policy has to
creation of more jobs and not more
investment on machines. Can

ance Minister tell me how far this
ticular Budget has achieved this ob-tve
? Has the Finance  Minisler 1 any
thought to this'? What I find is that he
has given incentive for more investment
and more investment means more
sophisticated machines and  more sophi-
ticated machines mean less number of
jobs.  Already per unit of capital investment,
the number of jobs is going down over the
years. If this trend
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continues, let us forget that we shall "'ver be
able to solve our unemploy-nent problem
because it will keep on ring year after year,
however soft we may be in our talks about
our concern for the unemployed youth in the
country.

There are other difficulties also for small-
scale units. There are difficulties of finance.
There are difficulties of raw materials. There
are difficulties of competition. I have heard a
number of in- which I shall refer to briefly to
emphasize my point. Before I go to that. T
wish to mention another factor which I feel
emphasizes one important aspect.

The Government makes a good provision
with one hand and with the other hand it takes
away or withdraws that provision.

Now, you know. Sir, that there are
Government  provisions for  providing
cheap paper for the production of books
for spreading literacy, for spreading
good literature, among the people and
tho-j people who publish on that paper
have to indicate that the took has been
published on subsidized paper supplied
by the Government. On the one side,
Sir, we wish the books to become cheap
and to reach the reading public 'and ihe
newly educated or literate people, at
lesser expense and, on the prher side,
we raise the postal charges, the parcel
charges and the registration charges in
such a way that whatever advantage we
give on the one side is withdrawn
totally and perhaps more than totally on
the - got some figures

with me. I have this representation with '
me from ihe Federation of the Indian
Pub have been crying

hoarse from the house-tops since the day th?
Budget was* introduced about the disastrous
effect the new postal rates would have. Thev
say that for a book which costs ten rupees or
eleven rupees, the postal charges will today
be four rupees or five rupees merely for
taking the book from this place to, say, a
village in the Kangra district and the cost will
be halfthe cost or the money spent on
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publishing, on printing, on blinding, on
royalty, on packing, on despatching, etc. and
all that will be only twice the of the postal
charges or the cost of the post office job. This
is one instance of how callous we become
towards our majer obejetives for the mere
purpose of getting some more money. Is the
Finance Minister interested only in receiving
revenue or is he interested in achieving certain
social objectives with the help of the Budget
as an instrument? We thought that the Budget
was an instrument for social uplift, for
achieving certain social objectives, and one of
the objectives, we naturally thought, was that
literacy had to be.spread. We have been
keenly feeling that unemployment is one of
the very big failures of our economic policies
and if we cannot remove unemployment, at
least let us start in the direction of giving more
and real encouragement to the small units. Sir,
I have here a Press clipping from the
"Rajasthan Patrika". ) o
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Sir, this is one instance. Let me refer to
another instance which the Finance Minister
may look into. Well. I have been bothering
him about it earlier also. It is about the rubber
industry. Sir, I have the "Financial Express" of
today before me. It says:
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"The State Trading Corporation is in a
tight spot regarding rubber imports."

Why, Sir? It says further :

"The STC has been put in a spot on the
question of rubber imports. Unless the
Union Finance Ministry exempts such
imports from the various applicable duties,
the blended cost of the imported rubber
would be more than ths: record domestic
price of around Rs. 20,000 per tonne.
Already the Corporation is reported to have
indicated to some tyre units that the issue
price of the imported rubber is likely to be
around Rs. 22,000/- per tonne if the duty
exemption is not forthcoming. These tyre
units had indicated a maximum price
acceptable to them in their application for
registration of one month's requirement
with the STC."

Again it says :

"The tyre prices may be hiked again.
Now it is selling at Rs. 20/-per kg. and the
STC is asking the small rubber-producing
units to make advance deposits with them
without any formality which even a normal
business concern is expected to observe".

How, Sir? Yousee what it says:

"The price is not indicated. But the STC
is asking for a bank guarantee from the
units."

They ask for a bank  guarantee  even
without indicating the price to the units'

They did not indicate the approximate time
when the rubber will be delivered. And, Sir,
the earnest money has been increased from Rs.
1250 peT tonne to Rs. 1500 per tonne. The
situation is that 80 per cent of customs and
other import duties are there and if they re-
main this will b» »he death-knell of most
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of rubber units jn our country, excepting, of
course, bjg multinationals who can dictate
their own terms. Small units, some of which
got export awards for having exported goods
up to, and more than, Rs. 1 crore during the
year—many of them are facing clousre
because they do not have the raw material.
And why do they not have raw material? The
reason is very simple. The Commerce
Ministry announced its import policy on 15th
April, 1t allows import of rubber through STC
under Appendix Vill of the Policy. Bui the
STC has till date not—at least to my
information—made any arrangements for
import and four thousand units, therefore, are
threatened with closure. And the report,
therefore, is that unless the Finance Ministry
exempts the industry from this duty, which
comes to about 80 per cent of the value, there
will be no rubber forthcoming, with Kerala
also suffering from drought because of which
rubber output is reduced to a trickle. There
will be a crisis in rubber industry, leading to
widespread unemployment.

Sir, I am reminded of the fact a few months
ago. Sir, in this House ] had occasion to
suggest to the Minister that since rubber was
selling at low price jn the international
market—it was selling at Rs. 7 or Rs. 8 per
kilo—I suggested to the Government that that
was the time for a long-term arrangement with
some rubber producing country, long term for
three or four years, so that we can be assured
of such a strategic material as rubber is. No
heed was paid to it. From Rs. 7 or Rs. 8 per
kilo today the price is Rs. 10 and 20 per cent
more through foreign exchange. We shall
have to suffer because of absence . of any
decision. This Government, Sir, is incapable
of taking a decision. It is not a Government
which works, It is not a Government which
understands. It is not a Government at all, 1
would say. Now we are going to suffer for a
number of years, because a rubber plant
cannot be grown in the twinkling of an eye. It
takes a number of years. Therefore, you have
to import it. Even to import what  more
sensible way can there be
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than to enter into a long-term arrangement
with some rubber producing countiy ?
Nothing has been done. And today, Sir. we
have rubber selling in this country at Rs. 20 a
kilo whereas the floor price is just Rs. 8.25 or
so for the protection of the grower. Ts there
anybody to protect the industry? Is there
anybody to look after the interests of the
workers? No one. This Government /es in
thinking of the workers only at the election
time and only at election meetings and not
bothering about them after that. Sir this is one
aspect. Dun-lop has already come out with its
intention to further increase the tyre prices,
and if tyres go up, transport cost goes up and
everything else goes up, because that has a
snow-ball effect.

Now, I come to the finance aspect. How
does the small industry plan in respect of
finance? Sir, the finance position is that over
the months we have been asking the
Government to remove the credit squeeze so
that at least some units can breathe with ease.
But that has been on paper. We are told that
this has been done. My information. Sir, is
that it is far from that. Although' at that time it
might have been done through powerful
sources, but many of the local branches are
asked to take permission from the head office
before sanctioning even a small loan. One
unit, I know; it is in Haryana. Three years
before it applied for working capital, and it
has not-got the working capital till now. You
may say that [ am talking of some new project
which the bank has to enquire about and to
verify the credentials of. The machinery has
already been financed by the State Bank.

Some Rs. 50,000 were sanctioned three
years back. By the time those Rs. 50,000 were
given, the repayment time started and they
have already charged Rs. 20,000 as repayment
of an instalment. But the unit has not got
anything like the working; capital so far. How
is a small scale unit expected to work in the
situation? But that is nobody's botheration in
this Government. Sir, the local managers are
virtually powerless. Their confidential cir-
culars"are that they cannot. . ..(Tipu- bell
rings).
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THE VICE-CHAIRMAN (SHRI SAT
PAUL MITTAL) : There are five minutes left

DR. BHAI MAHAVIR : I will finish in
five minutes.

Sir, the local manager is virtually powerless
because all papers have to be sent to the
regional manager. The regional manager has
the power to sanction upto Rs. 5 lakhs. But he
does not sanction. The chief regional manager
has the power to sanction upto Rs. 10 lakhs.
But he also does not do anything. Everybody
keeps on passing the buck to the higher
officials and the small unit keeps on starving
for want of funds and the people go on
watching for somebody to descend from the
heavens and give some sort of a relief. Sir,
this unit is a rural-based unit. This is a unit
which is connected with the food industry;
rice dehuskjng rollers are to be produced by
this unit. And this is a top priority unit, a unit
which is supposed to be given the priority.
And this is the fate of such a unit.

Sir, several years back an  industrial'
area was sought to be developed in
Alwar. A friend of mine who was
courageous enough to give up his welt-
settled job with a State Government,
who wanted to attempt to sell on  his own
went there and tried to set up  a unit.
Only yesterday he was telling me that he
has come back disappointed and his
information was that out of about 150 or
so units, only five or seven are doing well
which are large  enough to sustain the
shocks which  the  present situation
gives.  Otherwise, most of the Others are
virtually in their last moments. Sir, power
shortage is the cause. And who is
responsible for this power shortage’  The
Finance = Minister has been honest
enough to say that the functioning of the
State  power houses is extremely poor.
Well, Sir, when he says that the performance
of the State Electricity Boards was
extremely poor is that something which the
Government wants to be congratulated ?
Our friends on that side are profuse in their
congratulation®*  to
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the Government for all sundry things. 1 thjnk,
somebody will get up and console the
Government for the preformance of the State
Electricity Boards also. But, Sir, the situation
remains that whatever you wish to do unless
you are able to do it with efficiency, with
honesty and with ¢ expedition you are not
going to achieve any results although, of
course, with the majority that you have, you
will be able to take this Finance Bill through,
and for that matter this House does not have
even the power to stop this Finance Bill from
going through.

But, Sir, all 1 wish to say is that there .are a
number of things which the Finance Minister
will have to bother about if he wishes to justify
the faith which people had reposed in them
when they voted this Government to power.
Sir, in regard to Defence, he has said that the
Defence expenditure  had  increased
substantially. In 1980, it was a little over Rs.
4,000 erores Today it is nearly Rs. 6,000
crores. Defence was the major contributor to
the non-plan expenditure. Therefore, even if he
wanted, hardly we could do much in these
areas. Sir, he has thrown up his hands in
respect of this Defence matter also. I would
like to submit. Sir, that there is a lot which
needs to be done in the matter of Defence
expendiure also. We have been takiijt up high-
sounding projects ranging from the advanced
Paton tanks to our own fighter plane and
indigenous submarine, our swadeshi missile,
even our national infra-red detectors. Most of
these projects have either proved duds or they
have been sabotaged. And there is no
understandable reason for this except that there
are vested interests even in our research
establishments in the Defence who want the
country to remain dependent on imports
because that is the opportunity which gives
them occasions for jaunts outside and possibly
kick-bales.

3P.M.

Sir, I would urge tbe hon. Finance
"Minister, therefore, with  these words
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that having got the Finance Bill through both
the Houses of Parliament, it is not the end of
the story, actually the story starts, actually his
job will commence at this moment. Some of
the observations we are making these are not
observations which are Himalayan in
dimensions. They can very well be accepted
even through executive decisions. For exam-
ple, in this matter of postal rates, which 1
referred to the Postal Department can very
well revise these postal rates just as they
raised the postal rates before the Budget was
introduced. If some of the objectives which
we have in view, the basic objectives, they are
not to be thrown overboard, these things need
to be done. I have given a number of sug-
gestions in the matter of Defence. It is high
tjime that we went into the manner in which
our Defence Research is functioning and drew
up a list of the objectives which were taken
up, the expenditure which was expected to be
incurred on them, the time by which they were
to be completed and asked ourselves the
question, why we see suclwi poor per-
formance by way of results? Sir® what is
necessary is performance orientation of our
objectives. Unless we are able to establish a
performance checking and such a checking
which is objective, which is opposed to
favouritism which does not bother for the
individuals, high or low but which is able to
deliver the goods,

we do ‘'hat all budgeting
become a hoax and the people' will lose all
faith in it.

Sir, my submission is that we are a poor
country, a country which has inherited a lot of
poverty. We have become poor. We were not
poor all the time. We have become poor over
the last few centin Today if we wish to win
this battle against poverty we have io ensure
'hat every rupee which the Governmtnt raises
by way of revenue goes the longest way in the
performance of its job, in "he achievement of
the objectives which the Government i' has set
before it. Let them not accept our objectives.
But their objectives at least, they should keep
before them and ler themi judge every time,
every day, every month whether the rupee that
they have been entrusted with, that is being
talcen to go the
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longest way for the purpose of serving these
objectives. If we do that, well then, it may be
that we can turn the comer and hope for better
days. Otherwise, it is just a formality and next
year again we will come with 'the same sort of
criticism of tho Covernment and the
Government on that side of the House will sit
with clogged ears unmindful of what is being
said from this side.

SHRI B. IBRAHIM (Karnataka): Mr. Vice-
Chairman, Sir, I rise to support the Finance
Bill. At the very outset as a Member
representing Karnataka it is my bounden duty,
Sir, to bring to the notice of the Central
Government and also the Finance Ministry
that project amounting to the tune of Rs.
6,000 crores has been deferred as far as
Karnataka State is concerned. In this
connection, Sir, while taking this opportunity
I would like to place before the House all the
projects in detail, one by one.

Sir, first of all, I would like to deal with) the
Mangalore refinery. Sir, as I have already
explained in this august House in a special
mention a few days ago, in 1982 the Union
Ministry of Petroleum madean announcement
in this Hous, that the Central Government has
taken a decision o establish two refineries
each with a capacity of six million tonnes one
at Karnal in Haryana and another at
Mangalore, which) is my home icwn in
Karnataka State. Sir, after that two
departments have gone to these two places
which I have referred to and we do not know
whether any feasibility report has come before
the Central Governmen:. The other day I
learnt through some sources that the feasibility
report has reached the Central Government
and in this connection. Sir, in the Economic
Times, in November 1982 it has appeared that
the Central Government is giving higher
priority to the Karnal refinery and ''he
commencement of work at the Mangalore
refinery might get delayed on account of
resource constraints.

Sir, if this is the case, "'his is nothing but
discrimination which the Central Government
is going to do. In this connection, as a
Member representing Karnataka, and also, as
I said earlier, Mangalore being my home
town, I am very particular that the Central
Government should take up both
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these projects simultaneously which  they
hav, promised in this august House.

Sir, I come to the second point in re
gard to the new power projects in Karna
taka. Sir, Karnataka is undergoing a period
of acute power shortage, The power pro
blem of the State has to be solved on a
short-term as wel! as on a long-term basis,
if the tempo of economic development of
the State is to b, kept up. This needs assis
tance from the Central Government. In this
connection, I would like to mention some
of the projects which should be considered.
One is, 'ihere is a proposal for setting up a
120 MW gas turbine project based on high
speed diesel oil/light diesel oiljfurnace oil.
The Government of India's clearance is
necessary to put up this petroleum-based
power generation projeci; which wfll give
immediate relief. The project can be com
pleted within a year. Secondly, the Central
Government has surctioned a super 'ther
mal power project in Ramagundam in
Andhra Pradesh, :; nuclear power station
at Kalpakkam in Tamil Nadu and a
super  thermal power  station  al
Neyveli in Tami) Nadu. These two large
Central sector power stations have been
sanctioned to Tamil Nadu and one to Andhra
Pradesh. No Central sector power station has
been sanctioned to Karnataka so far. This is
also nothing but discrimination. In 'his
connection, I would like to suggest that

Karnataka should also be
nuclear po on and a gi
thermal \

coastal movemenc of coal. Even out of the
three power stations in the South, only a small
quantity of SOO MW has been allotted to
Karnataka from the Ramagundam/ super
thermal power station. The allocation of
power from the Kalpakkam and Neyveli
power stations is yet to be finali The
allocation of power from these two power
stations in Tamil Nadu to Karna- aka should
be finalised immediately.

Sir, in addition, to solve the power problem
in Karnataka Sta'te on a long-term! basis,
some new power projects should also be
considered right now for implementation. One
is, the expansion of the Raichur thermal
power s''ation from 42f> MW to 840 MW
and from 840 MW to 1,260 MW in stages.
Necessary coal linkages should also be found.
Secondly,
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a super thermal power station of 1,000 MW
should be established a: Mangalore with
coastal movement of coal.

Now, I come to the other very impor-tanr.
project, namely, the Vijayanagar steel plant.
In this connection, Members of Parliament
representing Karnataka in this House have
been requesting the Central Government
repeatedly for the implementation of this
projeo:. I would like to point out that our
hon. Prime Minister, Shrimati Indira Gandhi,
laid the foundation stone for this project as far
back as 1971. A detailed project report for
the production of three million tonnes of steel
ait an estimated investment of Rs. 3,000 crores

wag submitted to the Ministry of
Steel by the Board of Directors of
the Steel Authority of India  in 1981-

82. A firm investment decision is yet to be
taken. In the meanwhile, after 1971,
clearance has been given to the VIZAG steel
plant and a proposal for another steel plant in
Orissa is also under consideration. Karnataka
has one of the richest iron ore reserves in the
world and this iron ore is being exported
without any value addiion. The cas, of Karna-
taka for an integrated steel plant is long
overdue.  Sir, a provision of only one cror©
has been made in the Central Budget of 1983-
84 which is totally inadequate.

Central Government has been requested to
give immediate clearance for this project
which is of vital importance to the economic
development of the State. I would request the
hon. Finance Minister to look into this matter
and to take immediate decision in this
repaid.

Coming to the other aspect. I would like
to mention about 'he expansion project of
Indian Telephone Industries in Bangalore.
The ITT, which is a Central public sector
undertaking, statte. i
lore with the full cooperation of the Gov-
ernment of Karnataka. New activities of ITI
have been started in Palghat (Kerala),
Srinagar (Jammu and Kashmir), Rai Bareilly
and Naini (U.P.). Th, main item of
manufacture at the Bangalore unit of ITI is the
strowger system of telephone exchanges and
cross bar telephone exchanges. Due to
clianges in technology, these have

[ RAJYA SABHA ] 193 320.

become outdated. The conventional telephone
exchanges are being replaced by digital
electronic switching equipment. About 5000
persons engaged in the manufacture of
conventional exchanges at the Bangalore
complex will be rendered jobless within two
years and will be retrenched.

To overcome the problem of re'rench-ment
of skilled workers, th, Management of ITI
proposed setting up of an electronic digital
switching factory at a location close to
Bangalore so that the staff being rendered
surplus at the Bangalore = complex could be
redeployed in the new factory. The
management of ITI requested the State
Government for a suitable piece of land and
assurances for supply of water and power. A
suitable piece of land was allocated and firm
assurances regarding supply of water and power
were also given. The French collaborators of
the project saw the land and approved the
location. The Ministry of Communications
recommended fhe location near Bangalore and
this proposal was also approved by the Public
Investment Board. However, a decision
was taken by fhe Central Government in
August.|September, 1982, ta locate the Rs.
150 crores expansion project of ITI at Gonda in
U.P. This has caused tremendous
disappointment to the peopte of the State.

If it is not possible to Start the digital
electronic switching factory at the site already
selected near Bangalore, a second plant for
manufacture of the same equipment which is
also under consideration of the management
of ITI/Government of India, should be
sanctioned to Karnataka. This will help absorb
th, staff being rendered surplus at the
Bangalore complex. Over the years, the
Bangalore*comnlex has developed expertise
for manufacture of sophisticated items.
Necessary skills and infrastructure are
available at Bangalore to start the electronic
switching factory.

ITI have already taken a decision not io fill
up any vacancies at the Bangalore complex
and unless an immediate decision is taken
regarding the second factory, ' scale
retrechment may b, inevitable in the next two
years and this will cause tremendous
hardship”® .
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Regarding opening of the local head o/Bce
of the State Bank of India in Bangalore, we
have heard a very good news. Hon. Finance
Minister has taken a decision to have the local
office of the State Bank o' India in Bangalore.
In this connection, one Mr. S.T. Mani has also
been posted. at Bangalore to function as
Special Officer in this local head office. But
Sir, thei other day I was told by the employees
association that this Mr. Mani has got hardly
one year's service for retirement and he is not
prepared to go to Bangalore to accept this new
assignment. Sir, for the last, three years we
have been requesting the Finance Ministry to
have this local head office in Bangalore.

At last we have succeeded and some people
of the State Bank of India Regional Office in
Madras have come in the way and they are
purposely delaying implementation of this
order. I would like to draw tha attention of the
Finance Minister to this and request him to
see that either Mr. Mani takes charge as
Special Officer in Bangalore early, or if he ig
not willing, some other officer should be
appointed tO' take charge at least from the Ist
of lune, 1983.

Then coming to the other points, in our
coastal areas, th, fishermen have taken lakhs
of rupees as loans from the banks for the
purpose of fishing industry and out of these
loans they have purchased purse-seine boats
etc. Unfortunately, this /ear they did not have
sufficient catches of fish. Thereby they are
not in a position to repay the instalments
which they are bound to pay. In his
connection they have to pay the penal interest
also. So I would request the hon. Fmance
Minister to look into this matter. 1 further
request him to give con-;c«ion to the
fishermen in the matter of repayment of loans
and interest 1'hereon.

Lastly, regarding the withdrawal of ex-
emption from income tax for charitable
institutions, I do appreciate the idea behind
this provision that the big industrialists, in the
name of charitable institutions, were evading
payment of income tax to the Department, but
at the same time I would also like to bring to
the kind notice of the Finance Minister that
institutions which are covered under Wakfs
and
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which have been all the while rendering
services as charitable institutions only and not
for purposes of profit, have .also lost the
benefit of this exemption. So I wouM request
the Finance Minister to reconsider thig aspect
at least as regards the institutions covered
under the Wakfs.

With these few words, I support this Bill.
Thank you, Sir.

SHRI R. MOHANARANGAM (Tamil
Nadu): Mr. Vice-Chairman, Sir, I am really
very happy today that I am given an
opportunity to speak on the Finance Bill
which I rise to support. It is my duty to
support this Finance Bill. But at the same
time, it is my duty to deal with various
aspects which have been pui; forward through
this Finance Bill.

It has become a fashion of the day no-
wadays to say that there is a very big dispute
between the Centre and the States and almost
all the States, without any exception, come
forward to say that the assistance given by the
Centre is not so sufficient. At the same time, it
is the Central Government which takes a
major share of the State funds. Therefore, it is
my duty' to discuss about Centre-State
relations and afterwards one by one I want toi
take up the provisions that are incorporated in
the Finance Bill.

First of all, our State of Tamil Nadu Is a
State where we do not have natural resources.
When [ say we do not have natural resources,
I am comparing my State with those States
where actually the rivers are flowing
continually, throughout the year, where they
get coal in abundance, where they get gold
and other natural resources. As far as my State
is concerned, it is a well-known fact thai; we
are not in a position to get even a cup of water
very easily, especially during this year. When
that is the case, especially during the past two
years—from 1980 to 1982—Rs. 1,195 crores
have been taken away from our Government
as per the constitutional provision, through
income tax, excise duties and corporate tax,
whereas our State was given only Rs. 520
crores. It is not my intention to draw the
attention of the hon. Members here when I say
that after taking away nearly Rs. 1,200 crores
W, are given
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only Rs. 520 crores out of that. When actually
the State is very badly in need of financing its
programmes, when a State is reduced to a
position when it has to go to the Centra]
Government with a begging bowl, it is my
humble wish that the Central Government',
should come forward with funds that should
be somewhat sufficient to tackle tbe State's
problems.

Sir, in ihe name of corpora'-e tax, every
year our State Government is giving a lot of
money. This year our State has given Rs.
1,800 crores whereas our State was not given
anything because a State is not at all eligible
to get any share from the corporate tax. When
that is the case, when we have the Kamadhenn
in our State in the form of sales tax when we
get Rs. 650 crores every year, when we are in
a position to expect more than Rs. 700 crores
this year, and every year we are in a position
to increase it by Rs. 50 crores. I do not know
why your Finance Minister came forward to
completely take away the sales tax from, the
States and, at the same time, he wants to
inltroduce excise duties. They may give so
many reasons as to why the Central
Government has come fotward to take away
th, sales tax from th, State Governments and
at the same time they may come forward with
reasons like, the States will definitely be
benefited if sales tax is replaced by Central
excise duties and thus the States would get
more than what they expect from sales tax.
Sir, I may say that it is one of the very
important ways or one of the cunning ways to
convert a federal State into a unitary State.
This Kamadhenn of sales tax was introduced
by Shri Rajagopalachariar in the 1930s.
Whereas it started with some Rs. 40 crores
then, we are getting Rs. 650 crores new.

Mr. Pranab Mukherjee, on the floor of the
Lok Sabha, just a week ago, pointed cut that
as far as sale.* tax is concerned, there is a
direct connection between sales tax collectors
and the persons who pay 'ihe tax. His opinion
is that there is a direct connection between the
tax collectors and the persons who are
expected to pay sales tax.
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That means the tax collectors are demanding
a certain amount of money from the persons
who are expected to pay sales tax. Now, is it
not a fact that income tax also is paid like that?
Is it not a fact that Inspectors of the Income
tax Department go to each and every house to
assess? Is it not a fact that Inspectors of the
Income Tax Departmeat go to very big
companies, impose taxes or just seize their
accounts? I do not know how Mr. Pranab
Mukherjee, the hon. Finance Minister, who is a
very important and very Intelligent man of the
Cabinet has come forward to say that since
there is a direct connection between the sales
tax officials and the persons who pay the tax it
is the duty of the Central Government to
completely take away sales tax from the State
and hand it orer to the Centre. Whereas we are
getting nearly Rs. 650 crores every year, after
handing over this whole department to the
Central Government, we will have to come all
the way from Kanyakumari to Delhi with a
begging bowl and say, we have given you 700
or 800 crores of rupees more by way of excise
duties and so give us more and more. Sir, it is
not only the corporate tax. Even there is a
surcharge on income tax. There is a share in
income tax, but there is no share given to the
State from surcharge on incom, tax. That is
why he has cleverly done certain things. He
has increased surcharge on income-tax, but
completely avoided giving a certain portion to
the States which are eligible to get it. The
States have got the right to have a share in
income-tax.

Another thing is that we have backwards
areas where the Governmen! of India is giving
assistance  to  start  industries there.
Entrepreneurs claim for starting industries in
backward areas loans from the Central
Government. It takes nearly on. and a half
years to two years for the entrepreneurs to start
an-industry there. In the meantime, the
financial institutions in the State give a loan to
these entrepreneurs on a low rate of interest.
The Madras Industrial Development Corpora-
tion has already given loan to 120 such
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persons in the Tamil Nadu State and the
Government of Tamil Nadu used to collect Rs.
3 crores and the Government of India used to
give Rs. 3 crores to the public financial
institutions. For the past one year they have
failed to repay the amount. It is considered as
bridge loan. Bridge loan is given by the State
to the individuals. There is inordinate d*ay on
th, part of the Central Govermment without
properly  compensating  these  States
institutions, whereby the very purpose for
giving loans to start industries in backward
areas ha; completely failed.

Also, my numble request fs That when ibee
is a change in Excise or Customs duty, the
State Governments should be consulted.
Without consulting the State Governments
they do it. But is should b, done even though it
is hot necessary for the Centre. Without
consulting responsible persons in the States,
they always do it. Frequent changes in Excise
duty and Customs duty will also affect the
industrial process for the States. For example,
jn Tuticorin and Tirunelveli, due to a change
in Excise duty on bidis, this and other
industries were spoiled and thousands of
employees  were affected.  Employers
completely closed their shops and lakhs and
lakhs of people became ont of employment.

My friend has talked about the Krishna
water scheme. A gentleman here was also
talking about it. We do not have tho Yamuna,
We do not have the Ganga. We heve got only
the Cauvery. For that also, we are dependent
upon th© Karnataka State on one side and on
the other we are completely dependent on the
Kerala State for getting power.
Geographically our State is so situated that
neither we get power nor we get water. We
are completely dependent upon others.

One hon. Member said that the stronger
States should com, to the help of the ' weaker
States with regard to economic development,
with regard to industrial development. If that is
to be the case, is it not the duty of the strong
State, to help the poor States? I come from a
poor State. Tamil Nadu. Mr Vice-Chairman
may laugh when I say that I come from a poor
State. Tamil Nadu is really
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very poor, in getting water, jn getting rice, and
we are completely dependent on other States.
Not only that. Our Prime Minister hag today
accepted to some to Tamil Nadu on the 28th fo
inaugurate this function.- Our Chief MintsCer
i handing over Rs. 30 crores to the hon. Chief
Minister of Andhra Pradesh in the presence of
our Prime Minister and the scheme is going to
be implemented, for which we have to spend
Rs. 436 crores. 1 request our Finance Minisler,
I request our Prime Minister to take necessary
steps not only ao inaugurate the function birt
also to give 50 per cent share for it from their
funds. The Government of India, the Industry
Department, have listed 87 districts in the
whole country as backward. These 87 districts
are considered to be backward. Just now I told
you that I come from a poor State. When I
turned the pages of the hook one after the
other, I could not find even a single district
belonging to Tamil Nadu given as a backward
district. I do not know who the persons are
who are responsible for selecting the
backward districts in the whole of the country.
In Tamil Nadu, in my State, Sir. not even a
single district haj been selected as a backward
district, and all the 22 districts have been
selected as forward districts.

Sir, next to agriculture, the handloom
industry is a very very big industry in our
country. More than 18 lakhs of pe°P'e are
completely dependent on this handloom
industry in our States. Because of the
powerlooms'and because of the sophisticated
machines, just now our friend, Dr. Mahavir
has pointed out, 90 per cent of the total
employee are completely out of employment,
and we have represented today before
our'Prime Minister, and she has accepted that
she ™" definitely help the poor employees of
handloom and advise the Finance Minister to
take up this case and render necessary help for
the poor employees who are. completely
engaged in the handloom industry.

Sir, so far, in my life I have never seen such
a grave situation prevailing in my State. As I
said yesterday, Sir, really thousands and
thousands of poor ladies are standing in
queues to get a cup of water. Just they are
bringing water from the
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well at a depth of 85 to 10O fett. likewise,
when we are suffering, when we assesg how
much amount we are in need to solve this
problem and when we have requested the
Central Government to give Rs. 220 crores for
this purpose, our Government has given only
Rs. 63 crores, not exactly given, they have
sanctioned a ceiling of Rs. 63 crores, out of
Rs, 220 crores which we have asked for tbis
particular purpose, whereas after taking the
income-tax and other taxes not only are they
giving 40 per cent ot the total amount which
they take from our State but also when we
claim this amount for this grave situation, they
give only one-fourth of the amount which we
asked for.

Next, Sir, Rameshwaram, Mahaballipu-ram
and Kanyakumari are very important places i,n
my State.  Last year I  raised a question.
The then hon. Minister, Mr. A. P. Sharma who
was holding charge of Tourism and Civil
Aviation, had pointed out on the floor of
Parliament that nearly Rs. 20 crores had been
sanctioned for the Rameshwaram Scheme, Rs.
7 crores for the Mahabalipuram Scheme and
Rs. 12 crores for the Kanyakumari Scheme.
But yesterday when I raised the same question |
was given an answer that no such proposal was
there. I do not know why one Minister is
giving a favourable reply and another Minister
;s giving different answer. There are some
changes in between. Mr. A. P. Sharma has
gone, and another Minister ha taken charge
now. And I want the Finance Minister to
check up this thing, whether they have
sanctioned  any amount for these three
important schemes for Tamil Nadu at
Rameshwaram, Mabhabalipuram and
Kanyakumari.

As far as my State ts concerned, in the year
1976 ;t was the fifth in Central investment.
Tamil Nadu was fifth in the whole country.
But in the year 1981. Sir, in Central
investment, from the fifth position. Sir, it has
come down for the 9th positio within five
years. My State, Tamil Nadu, has been sent
down from the 5th place to the 9th place by
reducing the Central investment in Tamil
Nadu by the Centreg It is not only in
ivestment. Sir, the number of employees who
are working

[ RAJYA SABHA ] 1983 328-

in the Government undertakings and
Departments and also institutions in which the
Central Government investment is there, in
those companies, are going down day by day.
And Sir, the main reason is, when We ask for a
petro-chemical complex, the answer is no;
when we ask for an atomic power project, the
answer is no. Whenever we members
belonging to that particular State asked for any
industry, when we asked for a particular indus-
try ito be set up there, not only have they
refused to give sanction, not only have they
refused to give a licence, but also they have
asked the persons who came forward to set up
industries in my State, to go to other places to
set up the industries, especially in this part of
the country. Sir, when aU these things are
there, there is no equality between States.
There is discrimination between States. That is
why | am using this time when I discuss the
Finance Bill, to request the hon. Finance
Minister to look into all these matters one by
one and do the needful for our State.

With these words, while 1 arif supporting
this Bill, I request him once again to look into
the entire .thing and do the needful for our
State. Thank you.
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DR. MALCOLM S. ADISESHIAH
(Nominated):  Mr. Vice-Chairman. 1 rise to
offer my  comments on the Finance Bill. 1
begin by  welcoming the concessions and
reliefs which have been offered by the
Finance Minister in the  other House and
which fhe Minister of State for Finance, Shri
Pattabhi Rama Rao, in his introductory
speech repeated here.
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| have a ferling that the revenues that will be
raised by the Finance Bill will be much larger
than what the Government forecast in the
Budget which was presented earlier and on the
basis of which this Finance Bill has been
drawn up. Therefore, one of the questions that
1 would like to ask is this; As these revenues
are going to be larger, what is the Finahce
Minister or the Government going to do with
these larger revenues? Will they use these
larger revenues, for instance, to reduce the
deficit, which is now Rs. 1,600 crores or so,'
with the concessions which have been offered,
or will these larger revenues be used to in-
crease the Plan resources or will the larger
rcvenue, be used to make available more
resources, as some of my friends from
Karnataka, Andhra Pradesh, Tamil Nadu and
other places have mentioned, to the States for
carrying out their developmental programmes?
I am putting this question to the Minister
because there is no doubt that with the fall in
the oil prices, with the improvement in the
economy which is going to take place this
year, the revenues, on the basis of tliis Finance
Bill, Wil] be much larger than what ha, been
foreseen. So, this is my first question.

Secondly, Sir, I would like once more
to make a plea for simplicity and conti-
unity in the Finance Bill. The Finance
Bill, 1983, which is before us; introdu
ces 70 amendments to the direct taxes
sections alone. I stopped there and did not
count the number of amendments in the
indirect tax provisions like Customs, Ex
cise,etc.

Taking only Part I, that is, direct taxes, I
found that there were 70 amendments. Is there
any way in which this large number of
amendments being made this year and in the
past also, every year, can be reduced? Another
question related to this .question is this: These
continuous changes, and the continuous am-
endments which have been made in the past
and which are made almost on a routine basis
every year, make any planning on a
continuing and stable basis
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impossible. Tne tax laws are now introducing
a certain a/nount of chaos ia Government
planning” i, corporate planning and also in
the individual planning of economic
activities.

Thirdly, Mr. Vice-Chairman, as I have said
last year, 1 want to repeat it this time also, that
reading of the Income-Tax Manual is
impossible. I do not know whether you, Mr.
Vice-Chairman, have read the Manual and I
do not know whether the Minister has read it.
But I must say that everytime I started reading
it, I put it down with a terrible headache. The
Explanatory Mamorandum which explains tbe
Bill is very clear whereas the Finance Bill is
confusing and cannot be understood. So, is
there some way by which you can simplify the
Finance Bill so that we can understand the
income Tax Act.

Mr. Vice-Chairman, can I go on or should I
finish at 6 O'clock?

THE VICE-CHAIRMAN (SHRI LADLI
MOHAN NIGAM): You continue up to 6-00
P.M. Then we shall take up the Half-an-Hour
Discussion and then again you can continue.

DR. MALCOLM S. ADISESHIAH: Then
Mr. Vice-Chairman, may I say that reading
through the Finance Bill, I found that is
provides for a host of incentives and reliefs
which help the existing corporate sector units
in the private sector, but it does not encourage
the establishment of new units? You will find
that in the last five years, the number of new
large units and medium units having been
established is much smaller so that we are
depending more and more on the public sector
for establishing new units. As a result of the
various exemptions, rebates and reliefs, which
are being introduced in the Finance Bill, and
as a result of the existing units being able to
raise margin money more easily and ' as a
result of the major part of the interest which
the corporate units have to pay being declared
as deductible expenses, the Finance Bill. I
would say, unconsciously has the effect of
promoting the existing corporate units in the
private sector and not encouraging the new
ones.
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My fifth point refers to the direct taxes
which the Finance Bill provides for. Now,
here 1 want to say, Mr. Vice-Chairman, that
direct taxes comprise (1) corporate tax, (2)
income-tax, (3) other direct taxes like interest
tax which was introduced, (4) then wealth-tax
and (5) gift-tax. Now, I just want to give you
figures. From 1975-76 to 1982-83 the
corporate tax has increased from Rs. 861
crores to Rs. 2386 crores. Income-tax has been
stagnant at Rs. 480 crores. Tn 1975-76 it was
Rs. 530 crores. Actually it declined last year to
Rs. 430 crores. Other taxes have increased
from Rs. 58 crores to Rs. 150 crores. Estate
duty is stagnant at Rs. 3 crores. Wealth-tax has
been from Rs. 53 crores to Rs.90 crores, and
Gift Tax from Rs.5 crores to Rs. 8 crores.
Therefore, 1 draw from this profile of direct
taxes the following conclusions; One is that
the yield from taxes other than corporate tax is
stagnant and declining. The corporate taxes
which are so large as Rs. 2386 crores are
inflationary, because they reduce their profits
b\ giving various salaries, and other emolu-
ments -to their staff; they reduce their profits
and pay less tax to the consumer by raising
prices. So the corporate tax is really
inflationary.

Now, the other point I want to make is that
the corporate tax which depresses the yield on
equity capital compared to the return on
preference shares on debentures and fixed
deposits, results in the equity base of the
corporate sector being reduced and new
companies not being brought into existence
because they are not able to pay adequate
dividend. This is the same point I am making
that the Finance Bill is not encouraging gro-
wth of new entreprlses.

»

Sixth, a, far as indirect taxes are concerned,
we have two main indirect taxes: Customs
which have increased from Rs. 1400-odd
crores in 1975-76 to Rs. 5879 crores in 1983-
84 and Excise from Rs. 3844 crores in 1975-
76 to Rs. 10,000 crores in 1983-84. Now, the
first point I want to make with regard to
indirect taxes is Ihat the total direct taxes in
1983-84 will be Rs. 3000 crores and the total
indirect
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taxes will be Rs. 16000 crores — 1 to 5 ratio
which represents more imbalance, to which
some of my predecessors have already drawn
attention. Secondly, I draw the attention of the
Government to tbe fact that all indirect taxes
are not only inequitable as my friend, Mr.
Nirmal Chatterjee, has said, and regressive,
but they have also au inflationary effect and
on the industry they have a cascading effect.

Seventh, the Finance Bill is based on a deficit
of Rs. 1550 crores; it has now become Rs.
1605 crores. Now, the Reserve Bank of India
has made a study of the deficits of the Central
Government from 1961-62 to 1977-78. And
they draw two rather startling conclusions.
The first one they have drawn is that the
Central Government deficits have a much
larger impact an money supply and prices than
bank credit to the commercial sector. We keep
on criticizing banks as being too liberal to
Commerce but really it is the deficits which
lead to inflation. 6 P.M,

Secondly, they also point to the fact that
though Government revenue and expenditure
get adjusted to inflation, the time lag for the
income getting adjusted to inflation is such
that they have to go in fo, deficits.

Now the next point....

THE  VICE-CHAIRMAN (SHRI1
LADLI MOHAN NIGAM); You can
continue afterwards.

wE g &

uF W YE FT A59

HALF-AN-HOUR DISCUSS/ON ON
POINTS ARISING OUT OF IHE
ANSWER GIVEN IN THE RAIYA
SABHA ON THE 21ST MARCH, 1983,
TO STARRED QUESTION NO. 305
REGARDING LOSSES INCURRED BY

[The Vice-Chairman .(Dr. (Shrimati) Najma
Heptulla in the Chair] LD.P.L, ...

SHRIMATI RODA MISTRY (Andhra
Pradesh): Madam. Vice-Chairman, the Half-
an Hour Discussion granted today 0B Starred
Question No. 305 connected
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with IDPL is going to help in giving us a
chance of bringing to the fore front problems
faced by this public sector.

Madam, Vice-Chairman, the hon. Minister
may please bear with us when we bring
certain facts to his knowledge. The purpose of
doing so is to improve the functioning of the
IDPL and not to criticise the Government or
individuals. Now, there is something on
change of technology from Russian to Italian.
(Interruptions).
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