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MR DEPUTY
through that.

CHAIRMAN: I will go

SHRI M. KALYANASUNDARAM. Thig
is * matter concerning...

MR. DEPUTY CHAIRMAN: I have heard
it.

SHRI M. KALYANASUNDARAM: ... the
privileges of the House.

SHRI NARASINGHA PRASAD
NANDA; It is a very important matter.

MR. DEPUTY CHAIRMAN: When the
matter comes before the House, we shall
discuss it.

THE MINISTER OF STATE IN THE
DEPARTMENT OF PARLIAMEN. TARY
AFFAIRS (SHRI SITA RAM KESRI): The
Minister is here. He wants to reply to your
point. Why are you wasting the time?

SHRI NARASINGHA PRASAD
NANDA.: It is a serious act of impropriety-.

SHRI SITA RAM KESRI: Thil is all right.
Let us hear the Finance Minister first.

THE MINISTER OF FINANCE (SHRI R.
VENKATARAMAN); There ig no need for
any instance of breach of privilege. There is
no need that there should be a written mcton.
Any Member in this House can bring it to the
notice of the Chair.

MR. DEPUTY CHAIRMAN: But I have
not allowed the motion. I have not allowed
that point to be raised as a privilege issue.
That has not been allowed. He raised a point
of order.

AN HON. MEMBER: How can you say
that?

MR. DEPUTY CHAIRMAN: He has
raised a point of order.

SHRI M. KALYANASUNDARAM:
Because the Members have raised it,
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let the Finance Minister, in his own way...

MR. DEPUTY CHAIRMAN: Please allow
him to say.

SHRI R. VENKATARAMAN; Mr.
Deputy Chairman, Sir, ex facie the
publication looks to be wrong because the
Finance Bill was adopted by the Lok Sabha
on the 31st, and according to th, hon.
Member's version, the book says that the
Finance Bill, as adopted by the Lok Saoba on
the 30th...

AN HON. MEMBER: The book was
published on the 30th.

SHRI R. VENKATARAMAN: That is
what i say. [ am just supporting what you say.
Now, this is a matter where there is an
obvious error on the face. Sir,-the question is
whether it is a matter of privilege or whether
any other action is open. I am entirely in the
hands of this House. If the House would like
to take it up. I have no objection. But if the
House want, me to examine it in consultat-'o,,
with the Law Ministry, j am willing to do it.
It is for the Chair to decide.

(Interruptions)

MR. DEPUTY CHAIRMAN: Now, the
Finance Bill.

THE FINANCE (NO. 2) BILL, 1980

THE MINISTER OF FINANCE (SHRi R.
VENKATARAMAN): Sir, I beg to move—

"That th, Bill to give effect to the
financial proposals of the Central
Government for the financial year 1980-81,
as pasesd by the Lok Sabha, be taken into
consideration."

Sir, the Finance Bill has been before the
hon. Members for nearly seven weeks. During
the general debate on the Budget, hon.
Members made valuable suggestions for the
improvement of the provisions of the Bill. A
number of useful suggestions were also
received from members of the public,
chambers of commerce, other trade and
professional associations and economists. |
am grateful to hon. Member, and to all others
who have made such constructive
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suggestions for the improvement of the
provisions in the Bill.

On a careful consideration of different
suggestions, it has been decided to make a
few modifications to the proposals contained
in the Bill and these have been incorporated
in the Bill as pasesd by the Lok Sabha. With
th, permission of the House, 1 shall confine
my observations to explaining the main
changes that have been made in the Bill
during its consideration in the Lok Sabha.

The Bill seeks to continue till 1985 the tax
holiday in respect of new industrial
undertakings which are set up after 31st
March, 3 981 or approved hotels which start
functioning after that date or ships which are
brought into use after 1st April, 1981. Under
the new provision the tax holiday benefit will
be available with reference to a specified
percentage of the income derived from the
unit instead of on the capital employed
therein. The Bill as introduced provided that
the new tax holiday would be available for a
period of ten years in the case of co-
opeerative accieties and seven years in the
case of other categories of taxpayers. It was
represented that the new tax holiday
provisions would result in reducing tax
benefits, particularly in the case of industries
with a long gestation peri&d. On a careful
consideration of these representations, the
period of tax holiday concession has been
extended from seven years to eight years in
the case of co-operative societies and
operative societies. The tax holiday period in
the case of co-operative societies has,
however, been retained at ten years as
originally provided in the Bill.

The tax holiday provision has been
liberalised in another direction also. Under
the Bill as introduced, the tax concession
would have been denied to any industrial
undertaking which was formed by the transfer
to a new business of machinery and plant pre-
viously used for any purpose. This provision
has been amended so as to secure that tax
concession is not
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denied in cases where the machinery or plant
so transferred does wrt exceed 20 per cent of
the total value of th, machinery or plant used
in the new business.

Sir, with a view to stimulating new
investment in industry, the Bill as introduced
provided for an allowance, in the year of
installation, in respect of additional
depreciation in an amount equal to 50 per
cent of the normal depreciation on new
machinery or plant installed during the new
Five-Year Plan period. Under the Income-tax
Act, depreciation is admissible only in respect
of machinery or plant which is actually used
for the purposes of business or profession in
the relevant accounting year. It was
Represented that the benefit of the iiew
provision may be lost in cases where the
machinery or plant is installed in one year but
is actually put to use in the next year. The
poi.it made was accepted and the Bill has,
therefore, been modified to provide that
additional depreciation will be available in
the year in which the new machinery cr plant
is installed or, if the machinery or plant is
first put to use in the immediately succeeding
accounting year, then, in resoect of that year.

Additional depreciation was not admissible
in respect of road transport vehicles. The tax
holiday concession 'has also not been
extended to the transport industry due to
practical difficulties. With a view to
providing some incentive to the transport
industry, it was decided to increase the rate of
depreciation admissible on motor buses,
motor lorries and motor taxis used for hire
from 30 per cent to 40 per cent Per annum.
Th, Income-tax Rules have been amended to
give effect to this decision.

Sir, the Bill as introduced sought to restrict
the exemption in, respect of income from
livestock breeding or poultry or dairy farming
to one-third of the aggregate of the income
derived from these sources or Rs. 15,000,
whichever is less. It was represented that this
provision was too harsh and
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restrictive. The provisions have accordingly
been so modified that the profits and gains
derived from the business of livestock
breeding or poultry or dairy farming up to Rs.
15,000 will be exempt from income tax in all
cases. It hag also been provided that where the
aggregate amount of such profits and gains
exceed Rs. 15,000, deduction will be
admissible in respect of one-fifth of the
aggregate amount of such profit; and gains Or
Rs. 15,000, whichever is higher, subject to the
condition that the deduction in respect of
profits and gains from poultry farming will, in
no case, exceed Rs. 15,000. The provision as
modified will exempt from income-tax the
vast majority of genuine poultry and dairy
farmers and livestock breeders and, at the
same time, curb misuse of the provisions for
passing off tax-evaded moneys as income
from these sources.

The Bill seeks to make certain amendments
to the Income-tax Act with retrospective effect
to overcome the difficulties caused by some
judicial pronouncements which ran counter to
the intention underlying the provisions.
Several representations were received against
the retrospective operation of these provisions.
After carefull consideration, if was felt that the
application of seme of the provisions with
retrospective  affect will cause hardship
especially in the case of persons who have
developed scientific skills and technology and
helped in making our technology popular in
other countries as well as in India. Section
80AA sought to be inserted in the Income-tax
Act provided that the deductions admissible
under various provisions of Part C of Chapter
VIA would be available with reference to the
net income from the specified sources after
allowing for expenses incurred for earning
such income and not with reference to the
gross amount of the income from the
qualifying sources. The provisions in Part C of
this Chapter relate to special deduction in
respect of intercorporate dividends; royalities
received by Indian companies from foreign
enterprises or from concerns in India,
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remuneration from certain foreign sources in
the case of professors and teachers;
professional income from foreign sources in
certain cases, etc. The provision in the Bill has
been modified so as to apply the new section
retrospectively only in relation to inter-
corporate dividents eligible for deduction
under section 80M. As regards other sources
of income mentioned in Part C of Chapter
VIA, the provision will have effect
prospectively with effect from 1st April,
1981.

Another prevision in the Bill sought to
amend section 80G of the Income-tax Act
relating to deduction in respect of donations
for charitable purposes with a view to
clarifying that limits specified in that section
would apply with reference to the aggregate
amount of the donation and not with reference
to the quantum of deduction admissible
thereunder. Under the provision in this Bill as
introduced, the amendment will take effect
retrospectively from 1st April, 1978. This pro-
vision has also been amended so as to apply
prospectively from April 1, 1981.

As hon. Members are aware, the Bill as
introduced has sought to revive interest-tax in
respect of interest accruing or arising to
scheduled banks after 30th June, 1980.
Interest received by All India industrial
finance institutions, namely, IDBI, ICICI,
IFCI and IRCI will also be covered by the
Interest-tax Act. It was represented that it may
not always be possible for the financial
institutions and scheduled banks to pass on the
incidence of interest-tax in respect of past
loans to the borrowers and that even if they
could be enabled to raise the interest rates t#
cover the interest-tax liability, this would
adversely affect the cash flow of some of the
on-going projects. Having regard to these
considerations, the Bill has been amended to
exempt interest on term loans sanctioned by
financial institutions and scheduled banks
before 18th June, 1980, that is, the date on
which the Bill was introduced in the Lok
Sabha. For this purpose, a term loan would
mean a loan which is not repayable on
demand. Interest on such term loans would be
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exempt in cases where the agreements under
which the loans have been made, provide for
the repayment thereof during a period of not
less than three years.

The interest-tax Act has been modified in
another direction also. Interest received by the
scheduled banks on deposits impounded by the
Reserve Bank cf India under section 42 of the
Reserve Bank of India Act will be excluded
from the tax base. This modification will apply
retrospectively as it was never the intention to
charge interest-tax on the interests on deposits
impounded by the Reserve Bank of India. A
few other amendments have been made to the
provisions in the Bill, as it was introduced,
relating to direct taxes with a view to
correcting drafting errors or bringing out the
intention underlying th, provisions in the Bill
more clearly.

In so far as indirect taxes are concerned, as
I said, in my Budget speech on the 18th June,
1980, my effort in this direction has been both
mild and modest. I am gratified to note that
my proposals on the indirect taxes side have
met with a large measure of support both from
Members of Parliament and outside. It has
not, therefore, been found necessary to modify
any of the proposals relating to indirect taxes.

As the House is aware, the present Finance
Bill contains provisions for setting up an
independent tribunal on the lines of the
Income-tax Appellate Tribunal to hear matters
relating to customs, central excise and gold
control laws. There have been representations
urging that the Income-tax Appellate Tribunal
which is equally important and which
performs an equally responsible function,
should be placed on a par, with regard to the
status, emoluments and other matters, with the
tribunal which is being set up on the indirect
taxes side. I see considerable force in these
representations. I, therefore, propose to bring
forward legislation in the next Session of
Parliament for amending the tew relating to
the Income-tax Appel-
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late Tribunal, so as to place the Tribunal on
par with the tribunal on the indirect taxes
side. I hope, the Indirect Taxes Appellate
Tribunal would be set up by about the 1st
January, 1981.

Sir, I hope, the Finance Bill, as amended by
the Lok Sabha, will receive the unanimous
approval of this House.

Sir, I move.
The question was proposed.

SHRI SANKAR GHOSE (West Bengal):
Mr. Deputy Chairman, Sir, in regard to the
Finance Bill, we have submitted detailed
amendments and, hence, I shall confine myself
now to the general policy behind the Finance
Bill. The detailed proposals we shall deal wtth
when the amendments are taken up. Sir, in
presenting the Finance Bill based <>" the
Budget, the Finance Minister has delinked the
price rise of petroleum and fertiliser from the
Budget proposals. He has deliaked the price
rise to the extent of Rs. 2,765 crores. This
petroleum and fertiliser price rise coupled with
the imposts of about Rs. 204 crores in the
Railway Budget and Rs. 445 crores in this
Budget, in a full year, which comes to a total
of about Rs. 3400 crores, have had , very
strong effect on the prices. These Budget
proposals have increased the inflationary
pressure in the country. It is clear that the
inflation this year will be a two-digit inflation.
The national newspapers have predicV ed a 30
per cent price rise. Some economists have
saicl a price rise of 15 to 20 per cent Is
Inevitable.

As the Finance Minister has delinked the
petroleum and fertiliser price rise from the
Budget, he has also delinked the anti-
Inflationary proposal* from the Budget. The
Budget is the weakest so far as the price
policy or the anti-inflation policy is
concerned. We have a very great and an
almost unprecedented price rise. I think, the
Government has already said that the prices of
petroleum products'—this i* Government's
own admission—have risen by 37 per cent.
The price of gur
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has risen by 24 per cent. The prices of all
other commodities have risen by 10.4 per
cent. This is Governments own admission.
Hence, in view of this unprecedented price
rise, we had hoped for a massive, determined
and resolute policy for controlling the price. In
the short run, you control the prices by
strengthening the public distribution system.
In the long run, you control the prices by
increasing production.

[The Vice-Chairmaa
Ooswaml), in the Chair]

(Shri Dinesh

But so far as the public distribution system
is concerned, there is not much emphasis on it
in the Budget. One of the colleagues of the
Finance Minister has said in one discussion
that he does not believe in any control. He
said, he believes in self-control by the traders.
This kind of a statement creates confusion.
But if we have to stop the price rise, there
should be a strong public distribution system.
But in our country, we have only 2.38 lakh
fair price shops for a population of 600
million. Therefore, there has to be budgetary
support to strengthen our public distribution
system and we have to have greater budgetary
support for essential commodities whose *
shortage we are having. The allocation for tex-
tile mills in the public sector, which are to
produce controlled cloth, has also been
reduced.

Government should have a very firm policy
so far as prices are concerned, so far as
speculators, hoarders and blackmarketeers are
concerned. Prices are rising, stocks are being
built up and inventory is going up. Specula-
tion is taking place by money from two
sources, one from regular bank money and the
other from black money. With regard to
regular bank money, after the Finance
Minister nationalised six banks, we have con-
trol over 91 per cent of the banking resources.
Still some credit is going to speculators
because there is a cultural norm that whoever
was getting credit, will go on  getting
credit. Therefore,
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on credit policy there has to be greater
surveillance and greater monetary check so
that those who hoard do not get credit.
Otherwise, this anti-inflationary policy will
not succeed. This is so far as white money
going into speculation and hoarding is
concerned. So far as black money going into
hoarding and speculation is concerned, on
black money the Wanchoo Committee was
there. It had pointed out that 7,000 crores of
rupees of black money were circulating into
the market. Somebody said that it is R«
20,000 crores and somebody's estimate is still
higher. It is said that there has been a tax
evasion of about Rs. 1400 crores. Therefore,
on black money the Finance Minister has to
take strong and firm action, The raids are not
taking place And sometimes when the raids
take place, there is something aplashed in the
newspapers, but later nothing comes out of it.
Therefore, strong and firm measures are to be
taken so far as black money, hoarders and
teers are concerned. On biaclc money the
question of bearer bonds was also mooted. It
was not successful in Ceylon, but in Singapore
and Hong Kong they have succeeded. About
the steps, [ would not ask the Finance Minister
to disclose to the House, but I would ask him
to take them as he did it in the case of
nationalisation of six major banks, for which
he deserves credit. So, on black money I hope
the Finance Minister will do something very
very firm without giving any warning to
anybody.

SHRI SADASHIV BAGAITKAR
(Maharashtra); He said that tile economist
who finds solution to the problem of black
money, will deserve a nobl, prize. That
shows, he ha; already surrendered before the
fight.

SHRI SANKAR GHOSE; 1 hope the
Finance Minister is rethinking on this
question.

SHRr R. VENKATARAMAN: That is his
own interpretation.

SHRI SANKAR GHOSE: So far as price-
rise is concerned, apart from about Rs. 3,400
crores which is the burden from petroleum
and fertilizer price
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rise, railway fare rise and the excise duty rise
of the Finance Minister, the deficit is about
Rs. 1400 crores. But the Finance Minister is
also taking credit of Rs. 540 crores from
International Monetary Fund which is of
doubtful nature, but I hope this has come in
Lok Sabha also—whatever loan we take, we
should not bow down t0 any pressure from
any international body. We must be very
careful so far as this credit is concerned. Now
if we take Rs. 540 crores, which is really a
loan, the deficit is of the the order of Rs. 2000
crores. If we cannot control price rise, and as |
said the Budget is very weak on the price
front which has delinked price rise from the
Budget, the deficit will double from Rs. 1400
crores t0 Rs. 3,000 crores. Unless corrective
methods are taken, the position will be very
very difficult. On the prices, the Government
thinks that they have reached the level of
plateau, but this plateau or the hill, is too high
for the common people to reach. It is beyond
the reach of the common people. And when
we think of the plateau, it is also, I think. only
a pious hope.

On inflation we are relying on good
monsoon. The weather god will help the
Finance Minister. It will be good if the
weather god helps the Finance Minister, but
we are relying only on the weather God and
the utilisation capacity. But (0 far as our
developmental efforts are concerned, the re-
sources allocated are not sufficient enough.

So far as this deficit is concerned, we have
taken Rs. 450 crores of foreign loan. This
dependence on foreign loan has increased to
800 crores this year. Rs. 209 crores more than
the last year. What is happening? In the
papers that the Finance Minister circulated, I
find that last year, of the foreign loan of Rs.
1000 crores, Rs. 398 crores had to be repaid.
Therefore, repayment of foreign loan is to the
extent of 40 per cent. The other book which
he has circulated shows that 12 peise in each
rupee is loan repayment. About

[4 AUGUST 1980 ]

Bill, 1980 218

Rs. 11000 crores w, have got in foreigM
loans; Rs. 29,0D0 crore, as internal loans. In
all it is Rs. 40,000 crores. This is a huge sum.
There has to be some public debate on how
much loam we can carry. But even more than
the internal loan—on the internal and foreign
loan, we are making 12 per cent repayment—
but on the external loan only the figure is 40
per cent repayment. Thig requires very careful
thinking on how much we should be
dependent on foreign loans. If half the money
is tc. be repaid as interest, then there is
nothing much coming out of it. Therefore, we
have t« strengthen the base of our self-
reliance.

Apart from the foreign loans, what is the
foreign exchange position?, Between April
and July, the foreign exchange reserves have
gone down by Rs. 550 crores. At this level,
the foreign exchange reserves will go down
by Rs. 1500 crores. Last year, what was the
trade gap? The trade gap was Rs. 2236 crores.
This year, if this trend continues, the trade gap
will rise to Rs. 3500 crores. And 1 think the
Governor of the Reserve Bank himself has
also expressed his apprehension in this regard.

The trade gap is going to be Rs. 3500 crores
and what is the policy in the Budget to control
this trade gap? Now we are importing about
Rs. 1200 crores worth of goods which we can
produce. Four hundred crores of rupees of
steel we are importing where there is still
under-utilisation and Rs. 100 cro.res of paper
we are importing where also there is under-
utilisation; only 77 per cent capacity
utilisation is there. Therefore, unless we
strengthen the base of our self-reliance, unless
we produce goods which we can produce In
our country, this foreign trade gap will
increase and the prices will go on rising. We
are also importing 1 million tonnes of edible
oils worth Rs. 550 crores. What is the
budgetary-support to increase our production
of edible oils? If not, how do we stoli
inflation? And unless we give a real budgetary
suport to produce masi consumption goods,
we shall be in great difficulty.

The Budget is the weakest so far as
controlling Inflation is concerned anc
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[Shri Sankar Ghose] »eak so far as the plan
and employment policy are concerned. On
Plan, everybody knows, with price rise of M
per cent last year, the Central Plan Mas
increased only by 14 per cent and Hie te.tai
Plan by 16 per cent. With another 20 per cent
price rise this year, the Plan in physical terms
is Tery small. Even if we attain 5 per eent
growth because of good agriculture, the 10
miUion tonnes' shortage of last year will not
be there, is that enough. What is 5 per cent
growth?. Last year, there was 3 per cent short-
age in growth and if 5 per cent is the growth
rate, in two years growth will be net 2 per
cent, or one per cent growth in each year. We
have been capable of having a growth of 8 per
cent. Therefore, we must have a very high
growth rate if we have to solve the situation
that we are in. It is a very difficult situation.

So far as the Annual Plan is concerned, it is
unfortunate that the size is very small and it is
unfortunate that in- certain sectors which can
produce mass consumption goods and
generate employment, there have been cuts.
On the employment question, I raised the
question before about the pledge given that
there would be one job in each family. The
Finance Minister in his reply said that they
would implement this pledge. He also said
that the Planning Commission would come up
with a scheme in this regard. We had the
debate on the Planning Commission last
Friday and when I raised this question, the
Planning Minister did not say any thing
concrete about the scheme. Therefore, this
matter must be taken up. I told the Planning
Minister that because of the statement made
by the Finance Minister that the Planning
Commission will come up with a scheme, he
can take it that the financial clearance has
been given by the Finance Minister. With
regard to employment there must be someone
who has to do the prodding job. If it is
nobody's baby, if it is just like the stepson,
then nobody will look af-
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ter this. Therefore, the question of having a
full-fledged Minister of Rural Reconstruction
and Rural Employment who can give his
entire energy to this employment question has
to be considered in this context. I hope the
Finance Minister will tell the, Planning
Minister that th, assurance that the Finance
Minister had given to this House should be
honoured. This is what is absolutely essential.

Then certain distortions have taken place in
the planning process. So far as the labour
intensive  employmet  programmes are
concerned, for the Khadi and Village
industries, from Rs. 188 crores last year, the
allocation has come to Rs. 150 crores in the
Plan this year. Now this has to  be
rectified.

Again, in the Plan, for the small and
marginal farmers the allocation has been
reduced by 56 per cent; from Rs. 136 crores it
ha, come to Rs. 56 crores, This must be
rectified. What is happening here? In our
country for 100 acres of land we employ 39
persons. In Japan they employ 87 people, in
Egypt they employ 71 people. Therefore,
double the present number of people can be
employed in land. But for that we need
irrigation, we need inputs, we need various
supports “nd services. But in the Plan, under
irrigation in the Central sector, I find that for
minor irrigation the allocation has been less. I
have got all the figures here. From Re. 19
crores it has come to Rs. 10 crores. For
agriculture in the Centra] sector, the
allocation has come down to Rs. 242 crores
from Rs. 398 crores. Soil conservation, from
Rs. 18 crores it has come down to Rs. 13
crores. Command Area Development has
come down by 72 per cent; from Rs. 44
crores it has come down to Rs. 15 crores.
Forests, it has come down from Rs. 28 crores
to Rs. 12 crores.

SHR1 R. VENKATARAMAN: I have met
all the points.
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SHRI SANKAR GHOSE: What is the
answer? Have you restored the cuts? If the
answer is yes, 1 can understand. If you say
that the Central Plan is ther, and the States
will look after it, that is another thing.

Then, loans for agriculture by financial
institutions have been reduced from Rs. 163
crores to Rs. 109 crores— a cut of 33 per
cent. But wunless there is a massive
employment programme, unless there ig a
programme for giving income and purchasing
power to the people, the shortage that is in the
country and the difficulties our industry is
suffering from cannot be solved. It cannot be
solved by mere export-led growth because
even in foreign countries there is
protectionism, there is inflation, there is
recession. Thereto re. unless we can
strengthen the base of our home market -and
unless w, can put purchasing power in the
hands of the people——-and the best way of
putting purchasing power in the hands of the
people is by generating employment—these
problems cannot b, solved. Therefore, it is
essential that these employment programmes,
rural reconstruction programmes, should be
there and, if necessary, a full-fledged Ministry
of Rural Reconstruction and Employment—
wholetime—should be there.

Sir, so far as the industrial front is
concerned, for the public sector the allocation
hag not been very much. On the dilution of
the convertibility clause I have already
criticised, that it will weaken the control that
we have over the industries. In the public
sector w, have invested Rs. 1,500 crores.
Between 1974-75 and 1976-77 we were
getting a return of 3 to 5 per cent on the
capital. But now we are havng losses.
Therefore, efficiency has to be improved.
Public sector has to be given to professional
managers. Now it has got a bureaucratic set-
up. Unless we get surpluses from the public
sector, it will be difficult.
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So far as the concessions that have been
given to the private sector are concerned, the
Finance Minister has said, "I have given the
carrot but they hav, not responded adequately,
in which event the stick has to be given."
(Time bell rings.) Now we are not concerned
either with the stick or the carrot. W, are
concerned with production. Therefore, there
must b, a larger allocation. Now, for larger
allocations there must be more resources fer
the Pla, or for developmental efforts.

SHRI NARASINGHA PRASAD
NANDA (Orissa): The Finance Minister
has got a broken stick only.

SHRI SANKAR GHOSE; So far as the
Plan is concerned, it is inadequate, and there
is no real programme for cutting down the
non-developmental expenditure. In the
Economic Survey it is said that wasteful
expenditure will be carefully reviewed and
pruned, if necessary. It is only "if necessary"
and no detailed programme is given. We
should see that tax collection is improved and
evasion is stopped and non-Plan expenditure
is controlled.

So far as Defence is concerned, there has
been an increase in the allocation, by Rs. 550
crores. Nobody grudges any money for
Defence. On Defence I would suggest and we
do what was done in America. When Mr. Mc-
Namara was there, he went through the
Defence allocation confidentially. So far as
Defence is concerned, whatever is needed
must be given. If more money is needed, it
must be given. I do not want a public
discussion on it. Like Mr. McNamara.
somebody must go through it confidentially
and see what economies can be effected.
There will be -difficulties otherwise. Now,
finally on the secrecy shrouding the Budget,
some changes have to be effected. For
example, the Finance Minister has given
exemption from income-tax to those people
whose earnings are up to Rs. 12,000 a year
but th, nil rate of exemption had not been
raised to that. This limit should
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[Shri Sankar Ghose] be raised. Those who
earn up to Rs. 24,000, should b, exempted
from it up to Rs. 12,000. I do not want that
those earn lakh of rupees should be exempted
from it. For those who earn up to Rs. 24,000,
the ceiling for exemption should not b, Rs.
8,000 but Rs. 12,000. Then h, is taking away
the wealth tax on the agricultural income. It is
clear that on equity it cannot be justified. If
the administrative machinery is defective; that
is not a ground for withdrawing the tax.
Therefore, it is better that the administrative
machinery is improved and not that an
equitable tax measure eliminated. The other
suggestions on the Finance Bill will be made
when we move our amendments.

SHRI N- K. P. SALVE (Maharashtra): Mr.
Vice-Chairman, Sir, [ rise to support the
Finance (No. 2) Bill. 1980. I am conscious
and aware of the limited authority of this
House in respect of the Money Bills, in which
the Finance Bill is of the highest importance.
In terms of article 109, this House is entitled
only to make recommendations to the Lok
Sabha and it is left to the exclusive discretion
of the Lok sabha to decide and take such
decisions as it wishes on these recom-
mendations. Article 108 excludes discussion
on the Money Bills completely from the
purview of a joint session. Sir, whatever may
have been the com-Delling reasons and
grounds that may have commended to the
founding-fathers of the Constitution while
they limited the authority of this House in
respect of the Money Bills, after so much flow
of waters in the Yamuna in the last thirty
years, a time has now come when it must be
realised that in the federal polity or in the
quasi-federal polity, the finances of the Centre
hav, become exceedingly important for the
states; and the collection of the revenues of
the Centre is by no means an uncomplicated
process, and the disbursement of these
resources is by every standard complicated
exercising necessitating larger participation
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and a larger authority for the stales through
thi; House in the Financial matters. But, Sir,
more about it at an appropriate time. [ have
voiced my opinion on this issue at this junc-
ture because I thought that ultimately if we
were to recommend anything to the Lok
Sabha, the present Bill having come from the
Lok Sabha, as it is, has left very little for as to
say in this matter. (Interruptions) That is a
very serious matter.

Sir, I have gone through the criticism which
has been levelled on the Finance Bill. Having
read the debates in the Lok Sabha and having
carefully listened to the criticism outside
Parliament, I am inclined to consider that
there are quite a few chronic critics of all the
measures which my party may evolve in all
the Finance Bills and the Budgtts. And these
are such criticis as have in fact not yet
reconciled to our basic economic philosophy
and do not share with us our belief and faith
in a mixed economy. To us, a mixed economy
is the very basis and foundation of our
economic system. In fact, the concept of a
mixed economy conceived by Pt. Jawaharlal
Nehru showed the genius not of a politician or
a dreamer, but I thought in a mixed economy
he conceived a very pragmatic economic
system, a system which alone could nurse,
nourish and strengthen and help grow all the
institutions of parliamentary democracy. We
ardently believe a9 an article of faith the
parliamentary institutions could flourish only
in a mixed economy. They ar, co-extensive; in
fact, we believe that they are not only co-
extensive but als, co-terminus. Therefore, Sir.
the criticism of my communist friends, and
pseudo-communists who want complete
extermination of the private sector and my
other friends who subscribe to the theory of
laissez-faire and who want complete
extermination of th, public sector, are entirely
tendentious and motivated. They are critical
of one measure or the other measure not
because they quarrel with the measure Mr.
Venkataraman has provided for in  the
Budget or in the
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Finance Bill, but, in fact, their quarrel with us
is on a much larger issue, which quarrel they
can continue till the Doomsday, but We are
not going to yield so far as that aspect of the
matter is concerned.

Bur, Sir, as to those who accept the basis of
the mixed economy, such critics do not seem
to hav, fully realised ihe enormity of the grave
problems and the economic distress, in the
midst of which the Budget and the Finance
Bill, have been presented by the Finance
Minister. Sir, if one were only to evaluate
objectively the quagmire of economic chaos
into which the Finance Minister was enmeshed
when he prepared his Budget and the Finance
Bill the position would be a little clear. Sir, the
economy wss at its beam end, and the
predecessor of the Financ, Minister had
pushed it into an absolutely unenviable
situation. What was the situation, Sir? The
growth in the agricultui al production was
down by 10 per cent, that in the industrial pro-
duction was down by 1 per cent, that in the
GNP was down by 3 per cent; that in
employment in the organised sector was down
by 22 per cent. The only thing which had
grown up was inflation by 20 per cent. There
was an unprecedented spurt in the money-
supply in the midst of unprecedented decline
in supplies. There was a period of inflation on
one side and shortages and more shortages on
the other. There was shortage jn power
because there was shortage of rain and there
was shortage of coal. There wa, shortage of
coal because there was shortage of wagons.
There was shortage of wagons because there
was shortage of steel. There was shortage of
steel because there was shortage of power,
coal and wagons. The situation was an
extremely horrifying one, Sir.

Thai was a period of political instability
and indiscipline which led to tofai industrial
unrest, and to accentuate  this  situation,
an extremely
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reckless, thoughtless and an indiscriminate
1979 Budget was presented by Chaudhury
Charan Singh. In the shape of Finance
Minister, he was the greatest mobile clamity
which ever entered the portals of the North
Block. It was only the pernicious infighting of
the Janata Party which made an otherwise
briefless district lawyer, but a political heavy
weight, the Finance Minister; a person who
could not have handled the a'fairs of a zilla
parishad was given the complicated task of
handling the finances of the nation. He was
naturally the supreme ignoramus in the
matters of public finances and of fiscal law. It
was a golden opportunity for the bureaucrats
to cook hig goos, and they cooked his goose.
The only thing is that the nation had to pay a
very heavy price for the follies of the
Chaudhury.

Sir, at the same time, I wish to make it clear
that I am not one of those who want, at this
juncture, to wriggle out of our responsibilities.
Having been elected to hold the reins of
power and administer this country, it iy our
responsibility to see that the economy is
pulled out of the abyss of chaos into which it
hag been left by the predecessor Government
and the predecessor Finance Minister. Their
fault is not enough for us. Certainly we are
doing our best and we will do our best. And
we must succeed because there is the only
panacea. Mrs. Gandhi and her Government
are making an effort and they are going to
succeed. If they fail, there is no hope of
Parliamentary democracy ever succeeding in
our country. I am making a reference for only
one reason for I am reminded of what Martin
Luther King used to say:

"Lord we ain't what we ought to be. We
ain't what we want to be We ain't what we
are going to be, But thank the Lord, we
ain't what we used to be."

That is the redeeming feature. To tackle the
problems, therefore, into which Shri
Venkatarama, had been
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[Shri Sankar Ghose] left, in the meeting of
the Consultative Committee held at Madras
on the 13th May, 1980, there was a paper
published by his Ministry, a brilliant docu-
ment, in which he spelt out briefly— two
sentences of that I will quote— what he
thought should be the best way of
approaching the problem. And it is on that
basis, he ha proceeded ahead.

SHRI ERA SEZHIYAN (Tamil Nadu): It
is better not to quote a document given in the
Consultative Committee.

SHRI N. K. P. SALVE: I am only giving
one line from the document given to the
Consultative Committee.

SHRI ERA SEZHIYAN: It is not
desirable.  {Interruptions)

SHRI N. K. P. SALVE: It ig not in that
sense a privileged document which cannot be
referred to in the House.

SHRI ERA SEZHIYAN: It is not a
privileged document, but it should not
be quoted. You can give the sub
stance. You can say.................

SHRI N. K. P. SALVE: Sir, purely
in deference to what my esteemed
friend, Mr. Sezhiyan, says, I am not
referring t; the document as such.
But he had spelt out in that paper
which had been laid before the
Consultative Committee ....................

THE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI): I think, Mr. Salve, it is better to
put it as "The Finance Minister at some point
of time spelt out....", without referring to the
Consultative Committee. What I am saying is,
normally we do not refer to documents or
discussions in the Consultative Committees.
Therefore, without bringing the Consultative
Committee on the record, you can spell out
what the Finance Minister said. I thing then
the procedure of the rule will be followed. Do
not bring in the Consultative Committee.
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SHRI N. K. P. SALVE: I shall bow
down to what you say. Shall I refer
to what he said in the Lok Sabha on
the same point?................

THE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI): That you can do.

SHRI N. K. P. SALVE: It ig similar to
what he said in the Lok Sabha.

SHRI R. R. MORARKA (Rajasthan): You
cannot quote it. Unless it is printed, you
cannot quote it.

SHRI N. K. P. SALVE: There is no such
rule in this House.

SHRI ERA SEZHIYAN: There is a rule.
(Interruptions)

THE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI): What I say is that the Finance
Minister is here. If you quote something
which is not correct, he will have sufficient
opportunity to say that what has been quoted
is not correct. Therefore, I permit you to
quote.

SHRI N. K. P. SALVE: Sir, this is
what he said. His theory ha; been—
now, it is necessary for me to point

SHRI R. R. MORARKA: He cannot quote
now. He can quote in the next session.

SHRI N. K. P. SALVE: There i; no rule
like that.

SHRI ERA SEZHIYAN: There is a rule.
He cannot quote the uncorrected documents
of the other House. Once it is published, he
can quote.

SHRI R. R. MORARKA: Yes, that is the
procedure.

SHRI JASWANT SINGH (Rajasthan) :
Can you not possibly mention it without
quoting it?

THE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI): When the objectoin has been
raised, 1 think you can very easily, as an
astute lawyer, avoid the objection and make
your point. Otherwise you will be spending
time.
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SHRI N. K. P. SALVE: Yes, Sir.

SHRI SANKAR GHOSE: Sir, ag a
lawyer one will be in greater difficulty.
One cannot quote an authority unless
the authority is dead. Asg a lawyer,
he will be in greater difficulty.

THE VICE-CHAIRMAN (SHRI
DINESH GOSWAMI): T am only point-
ing out that sometimes a question not
permitted by the court is put in a
different way so that the court cannot
raise any chjection.

SHRI MURLIDHAR CHANDRA-
KANT BHANDARE (Maharashtra):
The simple device is fo say it without
disclosing the source.

THE VICE.CHAIRMAN (SHRI
DINESH GOSWAMI): That he can do.
In fact, that is what I am suggesting.

SHRT R. VENKATARAMAN: You
can say, “Mr. Venkataramana hag said
elsewhere. ..... "

SHRI N. K. P. SALVE: It was said
that it was the approach of the Gov-
ernment that there were two ways of
controlline the inflation. One way
was controlling it through demand
management, through controlling the
volume of monew in circulation. The
other way wae by aurmenting in  a
massive way the supplies, the output.
In other words one anproach was an
approach in terms of which he could,
by wvarious devices of taxation,
tak- away extra money that was in
cireulation in the country and there-
by reduce the volume of monev in
cireulation in and try to control the
inflation. The other method was,
without raisin? the ratee of tnxation
or without frving to go in for demand
management as such, to go in for lar-
ger outout; in other words to remove
the shortages that we were having
in the earlier period and to convert
the economy from =n economnv of
<hortages to an economv of surplus.
Now, that is a very dynamic approach,
a very courageous approach, which
was the key-point in the measures
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which have been framed DY
4 p.m. our Finance Minister. This

approach of the Finance

Minister is the only ap-
proach so far as I am able to see
which can achieve in this country
the miracle of an economic
growth. Any other approach will not
succeed. With respect to him, the
only criticism which 1 am going to
level against him is that some of the
steps he has taken in that direction
do not go far enough to meet this
objective which he has before him.
At least he hag the courage of con-
viction o go on the right lines and
those who criticise this approacn do
not know how the miracle of econo-
mic growth has been achieved in
different countries which followed this
approach. T should not eite the in-
stances of Japan and West Germatny,
because it might be said that it was
possible there on account of the mas-
give mid from the United States of
America. 1 would, therefore, refer
to the Scandinavian countries, Swe-
den is a very great examnle of soc-
jalist counfrv—my Marxist friends
will be delight=j to know this—and
is the latest to subscribe to the theory
of growth by incentives through hu-
man endeavour practived in China.
T will re’er lo a prillinnt  tooklet—
whirh T haa the nrivilaga Lo read
very recentlv—hy Mr. Ralph Buult-
jens. This huoklet thas a caption
“China after Mao" and has g fore=-
word written bv Shrimati ndira
Gandhi ATr. Ralph Buultiens is a
Sinhalese who has cetfled down in
the United State- of America and is
a great friend of India. He is a ereat
palitieal spientist and is  an crudite
scholar of Asian Affaire and has a
tremendous insight into ¥ Chinese
affaire. 7 shalt refer to what he has
eaid on the nage 50 of this booklet.
China has taken rerourse to this an-
proach which Mr. Venkataraman has
chosen, after so many fajlures China's
gross natioral nroduct s today four
times that of ours and in many
fields they have done verv betrer
than what we have done. Even then
they find that their rate of growth
is not satisfactory. This iz what they
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have done. Th, author says in this
book:i—

And so China has become virtually a
member of the western alliance, vigorously
supporting the NATO and increased arms
expenditure by the United States and the.
western European nations, proclaiming thai;
she .vants to learn from capitalist
economies and take many of their features
of incentives to the people's of Republic.

Therefore, those Marxist end Com-t friends of
mine who are trying to find fault with this
approach are not possibly abreast of the latest
developments in thig matter. In China this is
the approach and I congratulate him on the
very courageous and bold approach he has
adopted and I hope he will see some measure
of success as a result of his endeavour to
convert the economy of shortages into an
economy of surpluses. That is the only
approach as a result of which our teeming
millions who are today languishing below the
poverty line will be able to find some relief or
panacea for their malaise. if we continue to
have economy of shortages for all times to
come, I do not see any hope for the 306
millions of our people—a population more
than the entire Europe.

With this, I wish now to come to some of
the provisions of the direct and indirect taxes
contained in the Finance Bill. I would have
liked to speak on some other issues as well,
but time being the limiting factor, I will come
to the Finance Bill proper.

The first aspect that I should like to deal
with is. connected with the rates of taxation of
income tax. It has to be understood clearly that
the rate of income tax in developed countries
i; no longer an exercise in the realm of
speculation. It is a highly scientific exercise
and the rates have to be so determined that
they ensure  optimum growth of revenue
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into the nsc and if optimum revenue in the flsc
is ensured it will in turn mea, optimum
growth of incomes, productions, savings and
investment, if this the approach of the Finance
Minister— and I know this is his approach—i
must welcome his raising the exemption limit
of income tax from Rs. 10,000/- to Rs.
12,000/-and wealth tax from 1 lakh to Rs. 1.5
lakhs. I must submit to him and to the house
that once we have adopted the theory of
exemption in income tax; have to be careful
about giving this exemption. It is because, Sir,
that is the only way in which we would be
able to save the middle class. Sir, the middle
class or that class which has fixed incomes is
the class which is hit the hardest on account of
inflation and on account of the continuous
decline in the purchasing power of the rupee.
If there has to be any rationality about the
exemptions, then, there has to be some linkage
between the exemption limits of Income-Tax
and the value of the rupee in term, of its
purchasing power. The exemption limit was
fixed some time in 1975-76 and, today, the
value of ten thousand rupees should have been
about fourteen thousand rupees or so. At any
rate, if he hag taken it to twelve thousand
rupees, if he has not gone the whole hog, Sir,
at least he has taken a step in the right
direction.

Certainly, Sir, there has been considerable
amount of criticism, and I have heard that
criticism wherever I have gon, and. Sir, on the
TV especially when 1 was being interviewed
and I was grilled by being told that he has
reduced the taxation, the highest marginal rate
of taxation, from 72 to 66 per cent and I was
asked a question: "How is this reduction of
taxation at the highest marginal level
commensurate with your own avowed and
pledged objective of socialism?" Sir, I put it to
them and I put it to everybody and I challenge
anybody to prove, that the highest rates of
taxation bring in the highest revenus or that
they eradicate the disparities. Higher rates of
taxa_ Won neither bring higher revenues nor
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do they eradicate disparities and they
do not take wuy anywhere near socia
lism. The best way is to evolve a rate
of taxation at which you are able to
bring the maximum revenues, at which
.you are able to augment or optimise
your growth in every sphere and, in
that respect, I would like to make a
request to him. He should make an
announcement on the floor of the
House because, 1 feel, in the non-cor-
porarate sector, there is still scope for
further reduction and he should be
willing to make a statement on the
floor of th, House that as a result of
.this  reduction, if people respond and
pay their taxes honestly and he gets
bonanza and a much better amount of
tax is collected by him, the policy will
be purused and there will be further
reduction in rate;, of taxes. 1 per
sonally feel that the personal rates of
taxes of Income should not exceed
fifty per cent. So far as the corporate
rates of taxation are concerned. 1 feel
that the existing incentives in the In-
eome-Tax law are far too many and
the effective rate of taxes in the cor
porate sector is extremely low. If one
were to see the commercial income of
a company—the 'commercial income' is
a definite concept and the commercial
income is ascertained on the basis of
the Profit and Loss Account of a com.
pany and compare it with the ultimate
total income that is computed after all
the deductions are made of the reduc
tions, rebates and the weighted reduc
tions, etc.—one would see my point.
Such an exercise was once done by
the Reserve Bank of India three
o)r four or five years ago
when it was found that the effective
rate of taxation was 35 per cent. If
the incentives are to be retained as
they are, then, Sir, I have no doubt in
my mind that in the corporate sector
there is still scope for increasing the
rates of taxes ................

SHRI R. R. MORARKA: No, According to
you, there is scope for reducing incentives.

SHRI N. K. P. SALVE: I personally feel
that the incentives in the direct
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tax laws and the whole of the Income Tax law
is saturated now and is dripping in the
incentives and that is the bigest bonanza to the
people in the accountancy profession and in
the legal profession, to, Mr. Bhandare and to
myself. I have no doubt in my mind about that,
and also to the Income-tax practitioners. To
avoid all the massive unnecessary litigation,
the incentives should, be reduced to the
absolute and the barest minimum and the rates
should be so rationalised that you know where
you stand. In that case, there might be scope
and there might be a possibility of reducing
the rates of taxation in, the Corporate Sector.
But you will understand and you will know
better where you stand or where one stands
after act is administered without, i incentives.
Today, Sir, with these incentives one never
knows and I do not know to what extent these
incentives can take the economy in the right
direction. I am not for it for these two reasons:
On« is that I am not sure whether there is
sufficient data available to determine whether
these have served the purpose for which they
are meant, and the second is that these
incentives have led to any amount of litigation
between the department and the assessees. I
am not enamoured of such wasteful litigation
which, in my view, is neither to the benefit of
the nation nor to the benefit of the Department
in any way what soever. Sir, next I come to
Clause 10 Clause 10 of the Bill contemplates
deletion of subsection (3A), sub-section (3B)
and subsection (3C). These three sub-sections
had imposed restrictions on genuine
advertisement  expenses—a  figment of
imagination of Mr. H. M. Patel. My friend,
Mr. Piloo Mody is not here who was
eulogizing Mr. H. M. Patel. I request him to
learn a lession from Shri H.M. Patel, in
confusion. Genuine business advertisement
expenditure all over the world is allowable
expenditure. Advertisement is one method by
which people are entitled to market their
goods, sell their goods. If you want to convert
your economy from shortage to that of
surplus, one can never understand the rationale
behind imposing these restrictions. We
shouted from opposition
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end of deletion of this but nothing was heard.
One is happy that Shri Venkataraman has
deleted these subsections.

Sir, that brings me to section 164. And,
here again, for discretionary trusts the Finance
Minister has tightened uP several loopholes,
as a result of which a large amount of tax was
being avoided, Earlier these provisions were
made to ensure that the provision of
discretionary trust was not abused to
unnecessarily get away with large tax
liabilities. But loopholes were left. And even
in the law as it is framed, there are some
drafting errors. Anyway, they will come beore
the court of law and then the Department will
know where the drafting errors are. To that [
will not refer just now.

THE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI): But the Department will get
more money (Interruptions).

SHRI N. K. P. SALVE: I am only warning.
In fairness, I am warning him only. At any
rate, while, in principle, I accept that it is
necessary for him, that should have been done
long ago. It has been done now.

There is one unintendyd hardship which is
being caused -" a result of this and this has
reference to income of Labour Welfare Funds.
I had also written to him earlier. Income-tax of
provident ;und is exempt, gratuity fund which
offers medical relief, health service,
educational facilities, supply cf articles to the
children of the poor employees, etc.—such
labour welfare measures is liable to tax at the
highest rate. I would request the Finance
Minister to kindly consider. I am sure the
Government which is pledged to creating a
Welfare State would not want to tax the
income made entirely for the welfare of em-
ployees. I am sure he will consider this and
make suitable changes, so far as the point is
concerned.
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I shall now come next to the most
controversial point with respect to the
retrospective legislation, in respect of which
vast sections of even my party could not move
the Finance Minister from his original stand.
Sir, normally having once submitted on this
score I should have desisted from the tempta-
tion of ever speaking again on this. But I feel
convinced that possibily we have not done our
best in explaining what the correct position is
in the matter to the Finance Minister. He is an
able man and a responsible man. And despite
explaining the correct position to the best of
our ability, if he still feels that what he has
done is the right thing to be done, I for one
will have no g ievance in the matter. But I do
ardently feel that we failed in properly
explaining our view point, that is what it
appears from what is said in his speeches in
the Lok Sabha.

Now, I submit, Sir, with resoect to re-
trospective legislation that earlier 1 have
referred to the task the Finance Minister has
set before himself. Therefore, that is
imperative that an all out effort to augment
production is made. For the last 15 months, we
have not used more than 50 per cent of our
installed capacity so that in core sector and the
consumer goods sectors, the figures show that
the position has worsened from April 1980
onwards and the growth rate has declined
further. From budgetary and not budgetary
sources, the economy shall stand buurdened to
a tune of not less than 4500 crores over the
year, the oil prices causing the heaviest bur-
den. This is bound to give the biggest cost-
cum-wage push to the prices. Inflation is,
therefore, inevitable. What might be dangerous
is any complacency. The uptrend in prices
remains absolutely unchanged. Since this re-
trospective legislation in respect of 80J is
directly likely to affect adversely the entire
production, I am going out of my way to once
again explain where we think we have been
deficient in explaining our view point.

Sir, in the Economic Times of 3rd August,
1980, a small article appears "Price Uptrend
Continues", It showed
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a graph in which, during the months of March
to July, the graph showed a steep upward
trend. The article said that uptrend in
wholesale prices continued for 8 weeks in
succession with the index touching 258.2
points during the week ended July 19.
Now, the budget was presented on June 16,
1980, when the wholesale price index was
2454 points. It rose on 12th July to 255.8
points. On the 19th of July, it further rose to
258.2 points. The rate of inflation has been
calculated to be more than 21  per cent.
The same article further says that there was a
5.6 par cent fall in the index of industrial
production during March. And what is
most disconcerting is this. According to a
Government press release, the growth rate
during the first 3 months of this year showed a
fall of 3.4 per cent. Itis in the context of
this disconcerting situation that I want him to
calmly consider what I have to submit in
respect of 80 J. It is a serious matter. He
has not considered some aspects of the matter
which I am going to point out to him now.
This report in the Economic Times, in my
opinion shows four things very clearly: that
any complacency about inflation is most
dangerous, that prices have not reached a
plateau as yet they are on the ascent, that the
rate of inflation if unchecked this year will be
more than last year and the fourth is that the

industrial production is not catching up as
yet and we need to augment our own
efforts. If we want to augment industrial

production, the only solution to check
inflation is more industrial  production. If
you have threatened and the others have
also threatened serious consequences if the
industrialists do not behave, it means
nothing. Threats can only work if you are
willing  to back them up with
regimentation. Otherwise, you know
and they know what these threats
mean. The threats mean absolutely nothing.
In the absence of outright regimentation, no
businessman can be pinned down to any
discipline whatever may be the pious
platitudes we may say by trying to threaten
them

in one manner or another. Therefore, kindly
consider the provision of 80J and 80AA which
Iwill submit about the
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retrospectivity of section 80M. I submit that if
they are legally  untenable or unjustified, if
they are counter-productive to your objective
of augmenting production and if they are also
wholly violative of the wholesome principle of
fiscal legislation which was to inspire
confidence and stability, then I am sure you
will kindly, even now, reconsider whether the
retrospective legislation must be put through.
The basis of retrospective amendment, I was
told, is Mr. Chavan's speech. Mr.
Chavan's speech was reported. It was referred
to and the Finance Minister said in the other
House as well as in this House that the
approval  of Parliament had been obtained.
While determining the capital employed, the
disputes arose whether capital employed in
the industrial undertaking would  take in the
borrowed capital or not. The  courts held
that the capital employed in the industrial
undertaking was a concept different than
assessee's own capital in the industrial
undertaking whereas the Section said that
relief has to £e given with reference to capital
in the industrial undertaking. The rule gave
relief only with reference to the capital of the
assessee in the industrial undertaking which
might be much smaller figure. A poor man,
an indigent man may have only one thousand
or two thousand or five thousand of rupees as
capital and may borrow a lakh of rupees. A
rich man may not borrow the whole capital.
And a rich man need not borrow any amount.
So, it would not be the intention of the
Parliament that that a person who, has
borrowed money would be considered as not
having used that as the capital of the industrial
undertaking.  Sir, the rule = was made in
1949, if am correct. But in 1968 the rule was
itself amended, and the rule was so amended
that the borrowed capital plus the capital of
the  assessee was considered the  base for
determining the relief of the industrial
undertaking. Now, the industrial undertaking
is a very sensitive area if we are considering
the growth of industrial production. And
whatever we do in that field, therefore, has to
be very sensibly planned. = We cannot be
cavalier like in

that situation.
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Sir, while making his Budget Speech of
1971, this is what Mr. Chavan said, and this is
what was repeated by the Finance Minister.
Sir, I quote from the Budget Speech of Mr.
Chavan in 1971:

"At present, in the case of new industrial
undertakings, ships and approved hotels,
profits upto 6 per cent of the capital
employed are entitled to tax exemption for
a period of five years. Since debentures and
long term borrowing do not in any manner
represent risk capital and interest thereon is
in any case deducted, it was generosity on
the part of the Government to extend the tax
holiday provision even to such constituents
of capital. I now propose that in calculating
the limit of 6 per cent of the capital for
purposes of tax exemption, debentures and
long-term borrowings will be excluded."

Sir, from this speech, the Finance Minister
read only so far. There was one significant
sentence which Mr. Chavan read. And I do not
know whether the Finance Minister was told
about It or not. He has net read that significant
sentence. It is not there. And 1 do not know
whether the bureaucrats pointed out that
sentence to him or not. It reads: "This single
measure will provided the exchequer with Rs.
10 crores during th, current year; the yield for
a full year will be of the order of Rs. 14
crores." In one year, the change in the rule was
to yield Rs. 14 crores. As against that, I do not
know how the Finance Minister could ever
have said with respect to this retrospective
legislation, as he did in para 85 of this Budget
Speech that, "I also propose to make certain
amendments in the Income-tax Act to
counteract certain court decisions which have
resulted in unintended benefits to taxpayers.
The Finance Bill further contains certain
proposals for the amendment of direct taxes
which are of minor significance." Sir, in the
Budget figures, because they are of minor
significance, not a rupee worth
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of credit is taken. Sir, 14 into 8 the period of
retrospective legislation, is equal to 112 crores
of rupees. Considering growth factor at least
Rs. 150 crores is the money involved, just on
account of this retrospective legislation. I am
sure, Mr. Venkataraman did never have an
idea of the magnitude involved in the re-
trospective legislation. If he did have an idea,
I am sure, para 85 would have been worded
differently. Either Mr. Chavan was not correct
or Mr. Venkataraman is not correct. Both of
them, I am sure, on the face of the record,
cannot be correct.

SHRI R. R. MORARKA: He has got a
cushion against that.

SHRI N. K. P. SALVE: I do not mind if a
cushion is kept. If he had not said about it,
what could be understood? It is up to him to
state what he has to say. But, he says that it is
of a minor importance, and no credit is taken.
Sir, as a retrospective measure, one will have
to show in the Budget what is going to come
as a result of this retrospective measure. But
nothing has been shown in the Budget. We
should have known about the magnitude of
the monetary liability of Parliament. Then the
crucial question is this, Sir. This speech of Mr.
Chavan itself in turn says that the Government
has been generous and they are changing the
rule; this is a speech communicating
Government's decision to the Parliament to
change the rule, which Government assumed
it could. Now, where is the approval of
Parliament? Sir, approval of Parliament is a
definite concept. In the Lok Sabha the Finance
Minister in terms has said that Shri Chavan
had taken the approval of Parliament and
therefore there is every justification. Where is
the approval of Parliament to the changed rule
or to the original rule fo, that matter? If th,
Finance Minister were ever to consider it, [ am
putting it to him with utmost respect, he is a
man who has practised law and he was a very
distinguished lawyer, he understands these
matters, it is wrong to seek an, legal or moral
justification for fastening anew
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liability retrospectively. I am not at
all enamoured of incentives, get rid of
them but not retrospectively. That
is going back without the authority of
law. He has done very well in amend
ing the incentives, provision under
section 80 prospectively. The dispari

ty will come to an end. If he abo
lishes it, so much the better. I have
further to say that if the liability
falls on the exchequer as a result of
rule being struck down and exche

quer has to repay
him increase the
corporate sector.

some money, let
tax rates on the
That also does not

matter. He could have raised it by
about 3 per cent to 5 per cent. The
moneys  would have come. That

would have been the correct way.
My respectful submission is that what
is being done is not very just and
fair, so far as that aspect of that mat
ter is concerned, so for as the consent
of Parliament is concerned, it was
taken only for the capital of the
undertaking as such. With reference
to the rule such consent was not re
quired. It was not taken and com
municating Government's view is
certainly no consent of Parliament in
any sense whatsoever in  Parliaments
of the world. In that connection,

SHRI R. R. MORARKA: The consent was
required in 1968, not 1971. Parliament's
amendment came in 1971. It was required in
1968 and not in 1972. (Interruptions).

SHRI N. K. P. SALVE: That is a point. It
was neither in 1968, nor in 1971. Since the
Government thought that the section itself
was flexible and the Government could take
one decision or the other, he mentioned it as a
matter of gesture. He said, it was our
gfenerosity we were giving more. We have
decided not to give more. We want Rs. 14
crores.

SHRI R. R. MORARKA: Why were they
giving more?

SHRI N. K. P. SALVE: The question is he
thought he could do so. I am on a different
aspect of the matter.
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HHE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI): Mr. Morarka, put the question
to the Minister, I think, he will answer.
(Interruptions)

SHRI R. R. MORARKA: Mr. Salve can
answer it.

THE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI): He will be competent to
answer but not authorised to answer.

Mr. Salve, you have already taken 40
minutes. How much more time would you
require?

SHRI N. K. P. SALVE; Sir, only five
minutes more.

SHRI R. VENKATARAMAN: I
want to put to you just one question.

The section itself says, capital employed
'in a business undertaking computed in the
manner prescribed and the manner prescribed
is in the rules. How do you say that the rule
is ultra vires'!

SHRI N. K. P. SALVE: Sir, if I were to
answer this question because it is this
question that I was going, to answer. Th,
Supreme Court has held that a rule....

SHRI R. VENKATARAMAN: The
Suprame Court has held, is no argument here.
We are going on the merits of the case. The
section says that the capital employed shall be
computed in the manner prescribed and we
have prescribed the manner in the rules. Now,
you must say that the computation in the
manner, according to the rules, is illegal or
invalid.

SjHRI N. K. P. SALVE: Sir, the manner
prescribed in the rule would still have to
abide by how the section wants it to be
prescribed and not outside the section. The
rule cannol go outside the mandate of the
section That is the position in law, that is the
law of the land. Sir, if I wen to argue outside
the law of the land I would have no case. If
were t( go according to the law of the land
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then I want him just to listen to what
I have to say, a very salient point.
1 am referring to (1977) 107 LT.R. 909
and am reading from page 912, only
three or four lines. "As was observed
by the Supreme Court in the case of
Commissioner of Income-tax v. Taj
Mahal  Hotels. The Rules framed
under an authority could only be for
carrying out of th, provisions of the
Act". The Supreme Court points out
the position in England ------------

SHRI R. VENKATARAMAN: This case
did not go to the Supreme Court. This case
has been decided only by three High Courts
and one High Cour, has taken a different
view. You are reading a case of Supreme
Court, which is different. This is not the
decision of the Supreme Court in the case
because there is no Supreme Court decision
in this matter.

SHRI N.K.P. SALVE: I am reading from a
decision of the Calcutta High Court:

"As was observed by the Supreme Court
in the case of Commissioner of Income-tax
v. Taj Mahal Hotel (1971) 82 ITR 44 (SC),
the rules framed under an authority could
only be for carrying out the provisions of
the Act and could not take away what was
conferred by the Act or whittle down its
effect. In as much as I have held that the
purpose of section 80J was being whittled
down by rule 19A(2), I have held that such
rule was beyond the competency and
jurisdiction of the rule-making authority. In
England in the case of Institute of Patent
Agents v. Lockwood (1894) AC 347 (HL) it
was held that where statute provided for
laying of the rules before Parliament and
Parliament had the authority to annul the
rules, such a provision would make the
rules beyond challenge on the ground of
incompetency of the rule-making authority.
But in India the position is different.
Subordinate legislation cannot be  said to
be valid unless
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it is within the scope of the rulemaking
authority. See the decision of the Supreme
Court in Kerala State Electricity Board v.
Indian Aluminium Co. Ltd. AIR 1976 SC
1031."

I would respectfully implore of the Finance
Minister to kindly see these two decisions. I
am not arguing the matter as I would argue
before the Supreme Court. I do not want any-
one to gain or anyone to lose. My objective is,
if this liability i fastened on 'industrial
undertakings, will it not put their cash flow
chart completely off their calculations? From
where are they to find money? Have they
made provision in respect of this money?
They have not made any provision in respect
of this money. And the writ was filed in 1972.
On grounds of morality I ask you: Why was
your Department in a deep slumber, why was
it sleeping for eight years? On the 24th May,
1972 this writ was filed.

SHRI R. VENKATARAMAN: I will give
you all the answers.

SHRI N. K. P. SALVE: In 1975 it was
decided. In the Year of Lord 1972 or 1975
nothing was changed. Now suddenly you
awake and make them pay for eight years. I am
not one bit interested in the incentive being
given. I am not for a moment interested in the
incentive being continued. It is just that if this
sort of retrospective legislation comes about, it
brings about an instability in the fiscal law. Sir,
stability in the fiscal law to a nation is what
stability in family life is to an individual. The
Finance Minister has been one who has said
"we had far too many insertions and far too
many amendments and every time to plug
loopholes we hastened to riddle our tax laws
with doses of instability". We should never be
doing this sort of a thing and retrospective
legislation is the worst of alLL

Sir, I only submit in all humility that I
have been connected with



245 Finance (No. 2)

direct taxes in the last thirty years and in the
last thirteen years | had the privilege of
myself being a party to making some of the
mos” stringent fiscal laws, a few of which
are unreasonably harsh. But never have I seen
a law so arbitrary and unreasonable as
proposed by clause 17 excepting when

wealth tax penalty for concealment was
leviable with reference to the wealth
concealed and not the tax sought to be

evaded; in cases of concealment of  wealth
on the tax of Rs. 500 the penalty sometimes
worked outto Rs. 6 lakhs. The law was
repealed later 011 the recommendation of
a Select Committee which I had the
privilege to chair. The retrospective
charge on industrial undertakings, apart
from being discriminatory against the indi-
gent, the poor and others who borrowed
capital,  for unreasonableness and
arbitrariness, fastening retrospective
liability must take the cake. This is a
bureaucrat's dream but  a ghastly night-mare
for millions of unsuspecting shareholders
and )owners of industrial undertakings small,
big Or medium.

Sir, in the end, I only want to submit one
thing with great respect to the hon.
Finance Minister. What about millions of
shareholders whose assessments have been
completed on the basis of certificates given of
tax deducted at source by the income-tax
officers? These share holders are
widows, there are orphans, there are disabled
men, there are trusts and there are other
people. Are you going to re-open all those
assessments? Are you going t, unsettle those
assessments  just because  this directly
affects assessment under section 80 K.
We know that the bureaucrats put up a note
and they are happy to make an amendment.
Are the people going to suffer for this? I
really hope it is not so. It is not a question for a
moment, of relief for any sector as such. It is a
question of principles. I have made these
submissions to the Finance Minister who, as 1
have said, is an able man, a responsible man
of our party. And because we have the
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same objectives as he has, I have taken some
pains in explaining this to him. The same
holds good for section 80AA. I would
respectfully point out one thing to him. He is a
lawyer. I would like to point out that the
litigation would go on for two generations.
There are some cases in taxation, in which
litigation is unending. For example, there is
one case which relates to the assessment year
1943-44. T have been fighting it in the tribunal.
My son has now come into practice. He has
taken over, fie will argue this. Now, this has
been sent back to the ITO. This relates to the
assessment year 1943-44. Now, my son is not
married. [ am sure, when my son marries, if he
has a son and if his son goes into taxation
practice, till that time, -(bis litigation would go
on. It is a bonanza so far as the legal and
accountancy profession is concerned. But
what a sad commentary on the people who
draft the laws.

The provision which has been made by the
Finance Minister in regard to the Customs
Tribunal is a welcome proposal. I hope, this
Tribunal would come under the Law
Ministry. Lastly, Sir, in regard to indirect
taxes, exemption has been given in respect of
beedis. Sir, if he is good enough to listen to
this....

THE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI); The hon. Minister, he is
mentioning something.

SHRI N.K.P. SALVE: You have given
exemption up to 30 lakh beedis. I come from
a part of the country where beedis are made.
You can give exemption up ty 30 lakhs. But
kindly brinf them under the control of the
excise. Otherwise, all sorts of racketeering
and spurious labelling will be there. You can
give exemption if you want. But kindly bring
them under the control of the excise autho-
rities. This is gne way of ensuring that this
spurious business does not come in.

THE VICE-CHAIRMAN  (SHRI'
DTNESH GOSWAMI): Shri Sezhiyan.
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Your party has 42 minutes. There are three
speakers from your party. Kindly keep it in
mind.

SHRI ERA SEZHIYAN: I will take twenty
minutes.

THE VICE-CHAIRMAN (SHRI DINESH
GOSWAMI): If you take twenty minutes, the
other two Members may remember that they
have twenty-two minutes between them. I do
not mind. You can take twenty minutes, or,
you can exhaust all the forty-two minutes.
But the other two Members have to co-
operate.

SHRI ERA SEZHIYAN: We will adjust
between ourselves.

Sir, the Finance Bill, o5 passed by the Lok
Sabha, is for the consideration of our House.
In respect of the Finance Bill, as you are
aware, it has become an annual ritual to flood
the Act with a large number of amendments
so much ;o that we are now in a confusing
and sickening stage and the tax-payers, the
tax-gatherers, the courts and even experts like
our Mr. Salve become confused. Any ,umber
of committees have gone into this. But one
plea which is always given is that these
amendments have been required to plug the
loopholes in the existing laws. This plea of
plugging the. loophole has become an alibi
for ineffective administration. But I would
like to point out that in spite of the very many
amendments which had been suggested
carlier and the committees which had gone
into the question of codifying and simplifying
the taxation laws, they have not had the
desired effect. I had given one dissenting note
to the Select Committee on the Taxation
Laws Amendment Bill, 1973, for which Mr.
Salve way the presiding authority then. In that
note, I had pointed out how, during the earlier
years, various com. mittees had been
appointed Jike the Income-tax Investigation
Commission, namely the Varadachari
Commission
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of 1948, the Mathai Commission of 1954, the
one-man Committee of 1956, headed by Prof.
K the Direct Taxes Enquiry Committee of
1958, the Bhoothalingam-Committee of 1967,
the A.R.C. Reports, the Committee on the
Taxation of Agricultural Wealth and Income
of 1972 and so on. So many committees had
been appointed. In that Select Committee, |
wanted to know how many of these recom-
mendations were accepted and how far they
had been implemented so that I could, in the
light of this information, suggest my own
amendments. The answer I got was: "the files
containing the detailed reasons for acceptance
and non-acceptance of most of the
recommendations of  the following
committees were not available.". They also
said, "in the absence of the relevant files, it
has also not been possible to give the reasons
for not accepting, those recommendations".

Therefore, Sir, here is a Government, here is a
Ministry that is functioning and boldly saying
that they have lost the files, files of many of
the important Committees, the Committees
which are to go into the taxation structure in
thig country. When I put the question, they
say the files are missing, we are not able to
give those files. Thig shows the callous nature
of the Government, this shows the conditioned
attitude of the bureaucracy. I find it very diffi-
cult to resist the conclusion that the
bureaucrats have vested interest to keep the
taxation laws in a disarray.

I have every reason to doubt the sincerity of
this Ministry and the machinery continuing to,
function under it. Unless the Finance Minister
is able to control the Ministry, even if he ap-
points another Committee to go into the
taxation laws, it will take another one year or
so and after that the follow up will not be there
and whatever report is given will be collecting
the dust in the shelf or will, simply, be lost.
So, before he proceeds on to the task of
simplifying, codifying the Act, it will be better
that an experts' body
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is put to go into and make an assessment of
what best of the best efforts could be made.

Sir, when the Act came into being there
were 298 sections and four schedules and now
it has accumulated 469 sections and 11
schedules. Many sections are hidden in
alphabets. When the draughtsmen exhaust all
the alphabets in English, they start with AA,
B3, RRA, and so on. I think more than 1200
amendments have been issued since 1968.

SHRI B. N. BANERJEE (Nominated): He
has said that the present Income Tax Act
contains 469 sections. I think it is less than
even 300 sections.

SHRI ERA SEZHIYAN: Originally there
were 298 sections. Now there are 469
sections. Therefore, Sir, adding plethora of
amendments, without going through into, the
spirit or sense of it, has become the attitude of
the bureaucracy and I feel one more set of
amendments is t0 be added in the Statute this
year. Many of the recommendations have
taken time. For example, the Mathai
Commission of 1953 gave a recommendation
for an Expenditure Commission. It took 25
years for the Government to put that into
effect and it took this Government only 25
weeks to kill that Expenditure Commission. I
would request to the Minister to bestow some
thought, may be that was put by the previous
Lok Dal Government and it was distined to be
abolished, but now no harm will be done if a
similar Commission is appointed again.

One of the serious aspects in the
functioning of the Income Tax Department is
the Settlement Commission. When it was
considered in the amending Bill of 1973, en
the basis of the Wanchoo Committee
Recommendation, I pointed out that there
should be an independent Commission
presided over by a judge of * High Court or by
a person of judiciary nature. At that time that
was not accepted and in my dissent note |
said: "the functioning of the so-called
Settlement Commission in  the proposed
Bill
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clearly revealed a desire on the part of the
Revenue Department to keep it; machinery as
a creature functioning under it, staffed by
men drawn mainly from the Department". I
also sounded a note of warning; "One cannot
escape the conclusion that the Settlement
Commission is designed to help big tax
evaders jn reducing the liability and getting
out of the provisions relating to prosecution
penalties. It i clear that quch a provision wilj
be used for considerations other than purely
administrative purposes".

Thi; was the note I gave in March, 1975.
Afterwards the emergency came and I could
not discuss it; the subject did not receive the
publicity that it deserved. What I said in 1975
in my dissenting note has been amply proved
by the judgement of the Supreme Court. As
the Settlement Commission was not put as an
independent body, it has become a heaven for
the retiring and retired officers of the Income
Tax Department itself. It has proved the worst
fears that I had mentioned earlier.

The Supreme Court in it, judgement
delivered in the case CIT Vs Bhattacharjee in
the year 1979— which judgement was given
by Justice Krishna Iyer—has clearly put it:

"A nascent chapter (Chapter XI A) in
the Income-Tax Act, 1961, enacted by the
Taxation Laws (Amendment) Act, 1975,
whose beneficiaries are ordinarily those
whose tax liability i; astronomical and
criminal culpability perilous, fally for
decoding by this court in thig appeal by the
Commissioner of Income Tax-(Central),
Calcutta (CIT) against an adverse order
made by the Settlement Commission.
Functionally  speaking; this chapter,
engrafted in partial implementation of the
Wanchoo Committee Report, provides for
settlement of huge tax disputes and
immunity from criminal proceedings by a
Commission to be constituted by the
Central Government when ap-
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proached without objection from the tax
department. It is based on the debatable
policy, fraught with dubious potentialities
in the context of Third World conditions of
political peculium and bureaucratic
abetment, that composition and collection
of public revenue from tycoons is better
than prosecution of their tax-related crime
and litigation for total revenue recovery."

Therefore, when there is a tycoon and when
you are afraid of launching a prosecution, you
try to compromise with him. That is the basic
philosophy that has been motivating the
Settlement Commission. As I said earlier, this
is very dubious and I appeal to the Finance
Minister to rectify the defect and put it as an
independent body. Now it is a part of the
Ministry itself. If you see this case, on which
the Supreme Court hag given the judgement, it
has got a very interesting background. There
was a multi-national company. The name wa;
Westinghouse. It had appointed an agent in
India and this agent had bee, spending
enormous amounts of money but he had not
been showing it in the income-tax returns. It
was brought out by the. audit of the West-
inghouse abroad that amounts were being
pumped into India but not being shown in the
accounts. These amounts had not been
accounted for properly in the accounts abroad.
Therefore, the question was raised here and
the Income Tax authorities made a raid on the
particular agent of the Westinghouse and
recovered Rs. 30 lakhs during search and
seizure and took some incriminating docu-
ments into possession. Assessments were
made for Rs. 60 lakhs. One more year's
assessment was made for about Rs. 35 lakhs.
All these things accumulated and the Income
Tax people put several cases on appeal to the
Appellate Tribunal. He also put cross appeals.
When this was going on, he approached the
Settle-
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ment Commission even without the
permission of the Income Tax Commissioner,
as required by the law. But when this was
objected to, the Settlement Commission gave
its findings. Peculiarly the Income Tax
Officer went in appeal against the Settlement
Commission. One part of the Government
appealed against the other part, it filed a writ
petition in the High Court of Calcutta and
then the case came to the Supreme Court. The
Supeme Court held that this has been much
abused and the beneficiaries have been those,
whose tax liabilities are astronomical and
criminal culpability perilous. Therefore, the
Settlement Commission has been used for this
purpose and I do not know what happened
afterwards to the Bhattacharjee case. But
there has been a strong indictment made by
the Supreme Court on the working of the
Settlement Commission. I would appeal to
him that as suggested by the Wanchoo
Commission, this Settlement Commission
should be made a aparate body, an
independent body—independent of the
manipulations and free from retired and retir-
ing officers.

Sir, the working of the Settlement
Commission itself has been commented upon
in the latest Audit Report which has been
placed on the Table of the House. On page 28
they give for 1977-78 the number of cases dis-
posed of by the Commission. Under income-
tax there are 113 cases and the number of
assessment years involved is 630. Then they
say, the amount of income in dispute which is
the subject-matter of applications under
income-tax is Rs. 9.61 crores. There they
show two asterisks and down below they say,
"No. of cases involving quantified dispute is
99 out of total disposal of 113 Income-tax
cases" because the rest of the cases could not
be quantified. Here, is a Department which
has made an assessment. The assessment
made is not of quality but quantity and still
they say, in this book, that out of 113
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cases only 99 could be quantified and the rest
could not be quantified. I do not know why.
Of the 113 cases, even taking Rs. 9.61 crores
as the assessment by the Department, the
amount offered for settlement by the parting is
only Rs. 2.05 crores and in the end the
Settlement Commissioner ha, awarded Rs.
4.55 crores. That means, out of Rs. 9.61
crores, about Rs. 5 crores has been reduced by
the Settlement Commissioner. I would like to
know from the Minister how many of these
cases involve, search and seizure. In search
and seizure cases there should not be any
waiver or any compromise because they are
searched and seized. Or, wherever there i a
case of fraud, in those cases you cannot show
any mercy. In the end, what Justice Krishna
Iyer has said been amply proved here. If there
is search and seizure and the Income-tax
Department jg about to proceed, they go and
try to settle at 50 per cent or so. Thigshould be
avoided.

Sir, regarding definition of "capital
employed", I think the hon. Minister has said
that when that section comes he is going to
enlighten the House. Therefore, I am not
going to take up the time of the House now on
that. I will take it up at that time. But there i
one thing worrying me and that is the
interpretation that will be given about the
MRTP Act. In the MRTP Act, in section 20 it
ha; been defined that the MRTP Act will
apply to an undertaking with a total value of
assets of not les, than 20 crores or to a
dominant undertaking whose value i not lesg
than one crore. Therefore, what is being taken
into consideration is, "capital employed"
means the fixed assets minus the depreciation
plus working capital. That formula is being
taken. If this formula is altered then many
firms that are now attracted by MRTP Act
will escape. The Hon. Minister can say this is
applicable to income tax, not to MRTP. I
think in two or three High Courts when this
question was contested by some of the big
concerns
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on the plea that the loans taken should be
excluded in valuing the assets of the company
for the purpose of section 20. But the
Government itself argued that the loan,
should be included. I think that an appeal also
i in the Supreme Court. The Supreme Court
has not given a decision on that. We should
not adopt different yardsticks for different
cases.

I will make a point now on the agricultural
wealth tax. The Finance Minister in his speech
had said, "Our experience, over the last
decade has been most disappointing. The
amount realised as wealth tax on agricultural
property has generally been less than one
crore per annum. The valuing of agricultural
land has posed difficulties leading to
complaints and harassment ... I propose to
discontinue the levy, etc." Sir, this argument I
am not able to accept. When it was introduced
in the year 1969, it was then said by Shri
Morarji Desai, the then Deputy Prime
Minister and Finance Minister under the
Government headed by Mrs. Gandhi:

"Agricultural wealth has so far been
exempted from wealth tax. This hag
encouraged purchase of such lands by
richer professional and business classes.
While this has often acted as a purt to
greater productivity in agriculture, there ig
no case in equity for taxing other
productive wealth, from exempting the tax
in the form of agriculture also."

They took the advice of the Attorney General
also. Therefore, what was good in 1969, how,
on principle, it has to bs given up now? You
can say the Government is incompetent or
they are not able to account for it. If they say
they are not able to account for it, if they ay
that agricultural wealth cannot be computed,
how are they going to compute agricultural
income? In your own Finance Bill, in part IV
of the Schedule, page 45, you are prescribing
rules for computation of net agricultural
income?
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There are twelve rules provided. So, if you are
not able to compute agricultural wealth where
you have got the machinery to compute
agricultural income? If you can do the
exercise for one, you can do the same for the
other also. Because it ig less than Rs. 1 crore,
you are going to leave it. Then what about the
gift The same argument can apply there also.
There are many other taxes which do not
procure you much but which give you so
much of difficulty in computing the taxable
income. In this case also we should adopt the
same formula. If you can do it for agricultural
income, why can't you do it for agricultural
wealth? This is a principle which we
enunciated in 1969 and we should be able to
do it.

PROF. D. P. CHATTOPADHYAYA
(West Bengal): Thank you, Sir for giving me
oh opportunity to put across a few of my stray
thoughts on the management of economy
envisaged by the Finance Bill in pursuance
Of the policy decision already enunciated in
the Budget speech.

In the Finance Bill, the Government
delineates  primarily its  management
approach on the economy rather than the
policies. But gince this is a professional area
and for that a very narrow area, and I, being a
pedestrian person, have thought of referring
only to some policies which in the process of
implementation need, perhaps, an in-depth
attention of a very competent and
experienced Finance Minister.

[The “ice-Chairman (Shri B. R.
M'orarka) in the Chair]

Sir, I did endorse and I continue to endorse
his main thrust of the policy, namely,
increased production. Sir, I also substantially
endorse the strategy he has prescribed to
realise this objective. I find, all strategies—
or, if one might say, tactics in the good
sense—are converging on one
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main objective, namely, increased production.
Whether it j; re-defining the floor of wealth
tax or the period of tax holiday or the items
qualified for concession in tax, are all
intended for the same objective, namely, how
to increase pro-5 P.M. duction. And it is also
clear that this is his main plank of, and
perhap, his ma], proposed answer to fight
inflation. Still the fury of inflation is
unabated. But 011 hi, authority we learn that
it has reached the plateau. It is re-assuring
when it comes from a person of his eminence
and position. But being less informed and
having less access to the precise data he has at
his disposal, 1 am not quite persuaded whe-
ther we have indeed reached the plateau
because, Sir, you yourself know very much of
both economics in its policy frame and also in
its management aspect. Inflation in a
developing country in general and in a
country like India in particular, is imported
inflation, and it js as important as the other
inflation of the indigenous origin.

In this context, perhaps, our country, I
would say, is unfortunately placed and in a
unique position with all the weaknesses and
deficiencies of a developing economy but
attended by wrong presumption in some
developed countries and also in the deve-
loping OPEC countries that India is a rich
country and a big country, as if the bigness of
the size i indicative of its richness, of it
wealth and its paying capacity. So, this
imported inflation is crossing our borders and
the shore of our seas at a furious rate. This i
really disturbing, and on inflation our
economic no! icy and the management of the
economy from within are not likely to have a
big impact. And inflation will continue. If I
am not mistaken, in the next one year the
petroleum and other oil products will cost the
exchequer much more. You are awa:e, Sir,
that already we have to pay, of our total
import  Bill, 70 per cent,
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may be a little more, if not now, in the none
too distant future. If that is the extent of how
we depend on imported materials, I do not
know whether inflation taken as a whole,
both of imported and of indigenous origin,
can be said to have reached a plateau by this
time.

I am also disturbed, Sir, because of the
declining trend of foreign remittance, a source
of some assurance in an otherwise straight-
jacketed  and strained payment position. I
am also of the view that this is not an ad hoc
casual feature of our invisible earnings
because th, sources wherefrom the
remittances had been coming all these years,
particularly for the last five or six years, are
themselves drying up in respect of their over-
flowing capacity. In other words, from the
Gulf or the West Asia the money that had
been coming in India will gradually witness a
decline in their production, and, therefore,
the employment of our people in the foreign
countries ~ will  decline. Naturally, this
declining rat,  of  remittances should be
taken as a trend. It may not be a very
uniform trend, but it will be a trend none-the-
less downward. Therefore, while th, important
part of our inflation originates  from
abroad—the causes multiply in number—and
our earnings from abroad go down, thereby
reducing our capacity to foot th, import\bill, I
am not quite sure whether we should not be
very vigilant ~ and  careful about
managing our economy. But as a main
plank of fighting inflation, it is a good thing
that a climate is being created—particularly
the tax holiday to the middle class—giving a
sort of motive forc, for saving more and
investing more for production purposes.

Sir, if you look at the process of capital
formations and savings in the country in the
last five years, it has been encouraging.
Whether it is saving or capital formation, if
you look at it, we have reason to believe that
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a situation is/being gradually created fo,
investing more for production purposes.
But the question is—and it is a very
intriguing question—whether our investment is
matching the savings and capital formations. I
find that perhaps it is not.  Sir, the gross
capital formations have been of this order. In
1975-76, it was Us. 4,664 crores. It was 20
per cent more than th, capital formations in the
previous year. In  1976-77, it  was Rs.
4,991 crores, and the rat. of added capital
formation was 23 per cent. It was nearly 23
per cent; to be exact, it was 22.9 per cent. The
next year, that is, 1977-78, it was Rs. 5,686
crores. Again it was nearly 23 per cent;
actually it was 22.9 per cent. And in the year
after that it has gone further up. The rate is 23
per cent and the total figure of capital
formations is Rs. 7,217 crores.  But in spite
of this higher capital formation, the
investment  is not matching proportionately.
Therefore, it is not , question of savings as
such or a question of capital formation as such.
The saved money transformed into capital
and going into th, production process is what
should b, ensured.  Otherwise the main ob-
jective °f this Budget  will not be realised
or, if realised, will not be to the extent
desired by the Minister and all of wus.
Therefore, Sir, I will refer here to an old
theme, which is almost a cliche, a jargon; but
some of the cliches, despite being old and
worn out, do not lose their relevance. Here 1
refer to the cumbersome procedures, the
time-taking rules for production planning,
for project evaluation and project clearance.
Sir, I had my innings in the Ministry and
outside Parliament. 1 have myself been
attacking these bad rules and I have myself
been listening that rules should be simplified,
that the tax laws should be simplified and
that th, whole process of project formulation,
appraisal, clearance and starting of production
is very cumbersome, encumbered with so
many laws, rules, by-rules committees and
sub-committees.  After all the hon. Minister
who
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is an experienced lawyer and has the
experience of the generality of the law and the
specificity of the rules and the danger of
specificity of the sub-committees spread over
different Ministries, knows that things just do
not move. He must have realised that between
what he desires and what ends up there is a
big, frightening gap. I think the hon. Minister
should concentrate on it and see that all the
offices under his control also concentrate on
simplification of the procedures, whether it is
a tax matter or whether it is clearance of an
industrial project. You know when a project is
formulated either in the Industry Ministry or
any other economic Ministry, it has to be
scrutinised from the DGTD angle. Then th,
Bureau of Public Enterprises also comes into
the picture. I do not say that these are
redundant or superfluous. Control or
regulations, management and coordination are
a standard part of any project. The question is
time. Time is an input. We often forget that,
besides capital, tim, is an important input.
Otherwise, in a period of inflation, more time
means you ar, a victim of cost escalation. In a
poor country where an enterprising Minister
like Mr. Ven-kataraman is fighting inflation,
if the production processes take a long time
due to cumbersome rules and procedures,
time being an input, the result is cost
escalation. In between the substance of th,
policy and procedures and implementation of
the policy there should be a strong functional
coherence. This is what I say is the
relationship between the Finance Bill and the
Budget. The substance of the Budget and the
procedures envisaged in different Finance
Bills should converge. Otherwise this exercise
which is otherwise administratively necessary
is not sufficient for the purpose of ensuring a
fight against inflation on the plank of pro-
duction increase and steep production
increase.
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Some distortions in th, capital market are
sought to be injected systematically over the
years by some non-banking financial
institutions offering as much as 48 per cent.
F/verybody knows in Calcutta there is an
organisation which used to give 48 per cent..

SHRi B. N. BANERJEE; Now reduced to
36 per cent.

PROF. D. P. CHATTOPADHYAYA:
Because of a veiled threat by Mr. Ven-
kataraman it is reduced to 36 per cent.
Another threat may bring it down to 35 per
cent. If that is the case, from where
nationalised banks will get money? Savings
are good for the country. But it has become
the traders' capital, not th, producers' capital.
It will add to the traders' hoarding capacity
leading to a further push to the price front
rather than giving an impetus to the
production front. Th, concessions given to the
middle class people in th, income tax law and
poor people's savings will not go to Mr.
Venkataraman's banks. They will go the chit
funds...

SHRI R. VENKATARAMAN; Cheat
funds.

PROF. D. P. CHATTOPADHYAYA: That
is why I say that it has reached even the polit,
and cultured ears of Shri Venkataraman that it
is not "chit fund", but it is "cheat fund". It lias
reached his ears and I am sur, it has reached
everybodys ears. If that be the case, then, Sir,
notwithstanding our policy, these institutions
are, though unlawfully, but successfully,
operating, scuttling the objective the Finance
Minister is running after. Savings and capital
are going to the hoarders making Gov-
ernment's task of holding the price line more
difficult. So, Sir, I think he should pay mor,
attention to this. I am told that some
legislation is in th, offing and I wish it was
expedited and this distortion in the capital
market was reduced and, if possible,
eliminated as far as possible.
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Then, Sir, there is th« question of the lack
of raw materials. This is another constraint on
industrial production. I, the name of this
factor, that is, lack of raw materials, often we
have resorted, in th, last two or three years, to
indiscriminate import liberalisation. Sir, I am
all for production. But we should take an in-
tegrated view. Ra,, materials shortage is there.
So, the easy solution is to rush for import
liberalisation because you have a comfortable
foreign exchange position. So, what hap-
pened? Foreign exchange position was
comfortable and it became more comfortable.
But now the declining, trend has set in and
you will appreciate, Sir, that th, trend that has
set in might stay because the Gulf oil, as I
said, is drying up, draining our resources.
Therefore, this import liberalisation because
of comfortable, foreign exchange position was
a myopic, shortsighted, and ad hoc anti
national policy as a result of which some of
the public sector corporation? producing raw
materials have gone sick and even some of the
private companies have gone sick and their
capacity remains unutilised or dangerously
underutilised. Therefore, the crazf for import
liberalisation should be somewhat halted and
the cry should go from the Finance Ministry
to other concerned economic Ministries.

Of course, the power position, the very bad
power position, is there and he has to look
into it, because, almost all the State
Electricity Boards are bankrupt and I am glad
to note that the other day the Prime Minister
herself wrote to th, Chief Ministers. But herg,
also there is a curious incursion of politics
into economics which has created this
problem. Now, any Government, any Chief
Minister, to be popular or to play to the
gallery, dabbles with this. I am not criticising
anyone and I understand their predicament.
But you must also take a national view. They
write off the loans and, Sir, the biggest
beneficiary of power, the agricultural sector,
dot-not even pay back what it gets and
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the Government is the loser because of this
entire sector and it loses huge amounts of
public money. A huge amount f public
money, after all, is being wasted and it is a
very sad thing. Th, Bureau of Public Enter-
prises or any such agency of the Gov-
ernment—I do not kno,, which— should look
into th, question why almost all the State
Electricity Boards are bankrupt and why,
most of the Chief Ministers, on assumption of
office, write off the farmers' loan and at what
cost and at whose cost. At w'iat cost and
whose cost they do it, 1 do not know.

Also, Sir, I think for the better management
of the economy, the Minister and the Govern-
ment as a whol, should take a little more activ,
interest in consulting the trade union leaders.
Sir, industrial relations have a very big say in
the metter. The actual producers, I mean, th
labourers sheuld also be involved in the
process of building better industrial relations.
Sir. Now to remedy the problems, whether it
is raw material shortage or power shortage or
industrial relations, we must diag-nns. the
diseas, and “"° ¥ diagnose the disease, the
treatment line we can easily think of. Whether
we follow it up or not is another proposition. I
must say that what the Minister has said in
this Budget formulations or proposals should
now be put into practice. That is, first thing
should b, done first. That is, charity should
begin at home; that is, governmental
expenditure should be cut. Sir, we have been
hearing quit, for some time that the working
days should b, reduced to five. Sir, it was
done in the wake of energy crisis in the West
long before. As we all know, individual
persons of rich countries like America pay
much less than what we in a poor country, pay
for a unit of oil. But because of this crisis, in
order to som, energy, they have introduced—
many of these countries have introduced five
days' week; some countries have 4-1/2 days or
even 4 days o, something like that. I know
there are some difficulties in the
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matter which I need not go into now. But the
advantage of reducing the working days from
six to five is enormous. Of the import bill, 70
per cent is accounted for by petrol and other
products. I think it is very serious, imperative
and urgent to reduce the working days;
thereby saving both the administrative cost on
the score of oil consumption and also other
ancillary things. So I think that governmental
expenditure should b, cut, and drastically cut.
This is the kind of cliche, 1 am never afraid of
repeating cliches. They are well known— like
"Speak the Truth" "Ahimsa Paramo Dharma",
etc. For 2500 years we have been hearing
these and simply because we have been
bearing these for so long does not mean that
they are uselessj it shows that they are
valuable.

Then, I agree that more and move
production projects should be planned first
and immediately cleared as quickly as
possible in the short gestation period. Her, I
will again utter a word of caution; that is in
the name of indiscriminately encouraging
small-scale industries, in the last three years
we hav, somewhere gone wrong. Sir, we give
rightly small-scale industries some benefit.
But there must be cost efficiency and also
quality control. I for one do not like big
monopolists to become bigger. No. But, at the
same time, as a consumer, when I want to use
a'match stick 1 must see that match sticks
give me fire. I strik, it, but it does not work at
all; it is useless. Yesterday I was to use a
'small scale' match stick on my son's birthday
at Calcutta. It just did not work. And then I
had to ask for a multi-national match.
(Interruptions)

AN HON. MEMBER: Wimco.
PROF. D. P. CHATTOPADHYAYA: It
did work.

SHRI B. N. BANERJEE: The quality of
the multi-national match is also deteriorating.
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PROF. D. P. CHATTOPADHYAYA: 1 do
not know.

SHRI B, N. BANERIJEE: Because wc
smoke, we know it.

PROF. D. P. CHATTOPADHYAYA: 1
do not smoke; I do not know.

Yesterday I found that it worked. The other
on, patronised by Mr. Venkataraman and his
predecessors did not work. As a consumer, |
am just not concerned primarily who is the
producer, but only on second thought as a
politici >a, as a man in public !'£e, I am
concerned Sir, in this country, cost efficiency
is a very important factor. Sir, you cannot re-
move big industries on that score alone, nor
patronise the small-scale industry irrespective
of its quality of functioning. In this context,
the biri was referred to by Mr. Salve. I do not
know because I do not smoke biri either.
Here, I will say...

SHRI NARASINGHA PRASAD
NANDA: Biri is smoked only by labourers.
Prof. D. P. Chattopadhyaya has never
worked as a labourer.

PROF. D. P. CHATTOPADHYAYA: I am
a teetotaller. I never chew pan like Mr.
Nanda nor do I smoke biri or cigarrete or
anything of the kind. I have not done it in my
life. It is not that I have left one thing and
taken to another thing. Friends say that 1
have foregone many pleasure of life. I do
not regret, Sir.

Another disturbing feature f°° fighting
inflation is money supply. There also the
trend continues to be really disturbing. I hav,
heard th« warning that Venkataraman Ji
uttered and I find that it is going to be pretty
bad. In 1977-78, the net money supply, 1
find, was 2359 crores. That is 14 per cent
inore than the previous' year. The next year,
it was 3643 crores, that is 20 per cent more
than the previous year. In 1978-79 it was
3437 crores, that is slightly down.
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In 1979-80 it was 10 per cent more. This
increase is much less compared to previous
years. In 1977-78, the increase was 14 per
cent, in 1978-79 19 per cent and in 1979-80, it
was only 10 per cent. But the spin-off effect of
the last 3 years is disturbing. I know he is not
responsible for much of this inflation which is
so much regretted and critically commented—
upon in this year's budget. This inflation is th,
spin-off effect of the last years' budget. 1
remember—it still rings in my ears—Mr.
Charan Singh presenting the budget and
claiming that it will entail not more than 1 per
cent inflation. I do not know whether w, have
reached the plateau of inflation. I do not know
whether my friend, Mr. Salve's caution
addressed to the Finance Minister was very
harsh. But I think that let us be wrong on the
right side. Let us think thai it will be
something more than what we are thinking.
Let us be wrong on the right side. If this rat, of
money supply continues, then I think this spin-
off effect will not los, its momentum so
quickly. That way, I belong to a very old
school of monetary theories. I am an orthodox
monetarist. The other day when we met in
Madras before the presentation of the budget, I
said that unless you can control money supply,
there will nol be appreciable difference in
inflation. I know the difficulties of policy
fram-ers. For me, it is very easy to say so. 1
am demanding increase in production. At the
sam, time, | am asking him that money supply
should not increase. I know the difficulties of
the policy framers when they have to control
money supply without constricting the nerves,
sinews and mus. els of production. But the
balance has to be struck. The policy frames
have to decide it. I think that money supply
can be regulated without damaging the
muscles and'nerves of production, although it
is a delicate and difficult exercise which the
Finance Ministry and its ancillary agencies
have to undertake.

[4 AUGUST 1980 ]

Bill, 1980 266

On the front of fighting inflation, the next
important thing which i* well-known is
distribution. I am not blaming only my Janata
friends. Even in ou, times 1 have found that
we talked much about it, but we did not giv,
enough attention to it. But we do not give
good enough of our attention to it. It is a
second front that we should think of to fight
inflation But I am also an incurable pro-
emergencist in the sense that with all
liberalism, all the rule of law, all the
flexibility and benign concern for all
concerned.—the thugs, the thieves and the
smugglers-——you cannot have a fair
distribution system. Therefore, some strong
laws, some strong mea. sures, some arrest; are
necesary. Here again is a meeting ground of
politics and economics. If the Government
comes with some strong measures against
economic offenders. Sir, certain people think
that they smell the danger of emergency by
the back door. But, Sir, whether you call it
back door or front door, to effectively fight
the conomic crimes, the enormous money
power if you have to follow the rule of law,
then what will happen has been very ably,
autobiographical-ly illustrated by my friend,
Mr. Salve, when he said that he was fighting a
tax law suit for two generations; he himself
fought it and now his son is fighting it. Sir, I
submit to the rule of law, the discipline of
law. To fight the extra-ordinarily powerful,
extraordinarily economically influential peo-
ple, if you want to follow the rule of law as
understood in the White Hall or the White
House, you are suffering from a misplaced
concept of legal equality.

Sir, I will just say a few words about
another thing, and that is balance of trade
position. The balance of trade position, is
pretty bad. As I mentioned earlier there is a
declining trend of foreign remittances and an
upward trend of trade deficits. Not only that,
Sir, we had the first ever surplus trade budget,
perhaps in 20 years, in the year I laid down
the office in 1976-77.  Perhaps,  after
15
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years, we had , marginal surplus bud. get.
Then it was deficit of Rs. 1100 crores. Now,
perhaps, it is more, and it is bound to be
more. It is not because of but In spite of the
Government's policy. That is why I talk of
imported inflation. With any amount of
ingenuity and concern within, we cannot
reverse the picture. But we can somewhat
change it, even if we cannot reverse it.

Therefore, Sir, we have to think how we
can export more. If Venkatara-manji's main
plank is production or perish, I will say that
the second plank is export or perish. Again, it
is a very controversial thing. I have said i< for
four years and I have been criticized that I am
a fool; in the Indian context, you cannot have
export led growth. Nobody is fool enough to
say that in a country like ours, unlike Taiwan
or South Korea, we can have an export led
growth because the export sector does not
account for more than perhaps, 5 per cent Or
6 per cent of the total economy. So, there
cannot a tail which can move the whole body
of the economy. This is nobody's proposition
and nobody's case. But export is very
important because we are going in for a more
and more widening trade deficit. Therefore,
Sir, export or perish means production
increase should not be construed in. a very
ordinary sense. There should be special
planning for export production. Export
production is not an automatic production
process. (T".me bell rings.) Sir, I am always
obedient and I will conclude very soon.
Therefore, Sir, by export or perish, I mean
export production should be planned.
Whatever you produce, the world is not going
to buy. Because of their cost efficiency,
because of their capital intensive mode of
production and because of their superior
technology in most fields, they are in an ad-
vantageous position, and our country being
labour intensive as it should be, have limited
areas where we can compete with the other
countries in the world market. Electronics is
one such
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area. And then electronic processing zone in
Bombay, that was established in our time, was
working very well. I do not know why it
should not be expanded. Free-trading zone
may be one experiment because the first one,
the Kandla one, was ill-conceived. Sir, a bad
use of , g°°d argument is no argument against
its good use. The Kandla experiment failed;
its reasons have to be ascertained and then
those causes and factors removed. There ca,
be a Santa Cruz free trading zone. There can
be few others in a big vast country like ours,
without distorting the economy of the country
a; a whole, without unnecessarily, unwisely
invoking the parallelism of Taiwa, or South
Korea or Ceylon. We can have two more or
three more trading zones. We can have one
near Dum Dum, that we have talked of for
seven or eight years. There was a case also
from Madras, if I am not mistaken. Cochin
also cameforth with a claim. There may be
four or five claims. But then, in between
claims and claims there can be relative project
evaluation or appraisal, locational advantage,
etc., etc. So, I say that export should be taken
up again as an important factor because of the
craze for import. In the last three years export
was not seriously taken care of.

Self-reliance, another plank of our national
economy, accepted path of our national
economic policy was also given a good bye.
Therefore, what I would suggest is that
production or perish is the plank of Shri
Venkatara-man's economic policy and we
endorse it. But export or perish is also an
important thing. But that export does not
mean denuding the home country of all
consumer goods and thereby given a push to
the upward price level. It does not mean that
Sir, there is alway a question of difficult and
delicate balance between controlling money-
supply without damaging nerves and muscles.
Exportable surplus you produce. Surplus will
not be automatically in these countries where
the suck—in effect of the national economy is
so big that there will not be automatic export
production. That ha9
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to be planned. Economic production as' such
logically does not entail export production,
for that is a different sort of approach in
altogether different parameters,- but sub-
parameters within the general parameters
have to be defined the general parameters
have to be defined and implemented. I would
again suggest that in addition to Economic
Coordination Committee you should have an
Export Committee. During the years 1974 to
1977 we had one and that was being presided
over by the then Finance Minister. I am quite
persuaded and absolutely convinced that we
do need it not only for policy matters but for
quick decisions. Time is the main investment

in an economy fighting inflation.

Sir, I think that while the policy which has
been formulated by Shri Venkatarama, on
behalf of the Gov. ernment is very good, the
occasional criticism that I have made here and
there is mainly meant for appropriate steps
while they think of implementing it. But, Sir,
the question is that time is of the essence in
the whole thing. Another cliche I am re-
uttering- for the simplification of the
procedure, quick-decision making, and so that
some of the cumbersome rules and bye-laws
are dispensed with and given a good by for
good otherwise fighting inflation merely on
this policy will not be possible. The
management of the economy is equally
important and I am sure Shri Venkataraman
and other colleagues will take care of it and
do the needful.

o wavlerg aTt§awmT ITATTEaE
wglaa, # w@ A\ wgd F o7 wf
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AAT AT BT g q@rAT g g4t weA
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Teant faaterr wet oft faardy & a0
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T 3T X ¥ A @ §, forewr
AawT 31 0T ¥ UL G 7497, WY
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w®Y &1 %9 ag ¥ wiwd i
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T B TRANT 8F FE@ @A 7
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% IR AW WA ¥ gy 2w A
) oA # wun Pl § quwt dwm
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a1 ug 39 @I g, 17 30917 # forady
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g AT HIT AN ST 71§ 7 @ § M7
TITET F4T, 57 AT 3 wgy wvan
Fomg H iE fom g1 ? 9w
T WAT-HET HI WA §T AGH @
T 1 9T ) i & 7 & v
gadtgar g, Wiv adfsnsmgm g ?
A ag gar & fe 30 ma 27 =if
& a2 Wa Am ¥ T wmy IET g
% &% ar¥fas weged &1 W
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i difeg, Quaa gIarvw & a9
& Arfaty, e Arg §ead QTR WA T2
®EMT LA F ) g A ;A
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FA H, FFAIC RAT & ¥ 7,
F sady <Y avzat aw € ¥ fw 2w
wi wfegma §f @as o o @ar g
wa W@ qA wh Afa w fasm
CECHEE LIRSS B T A IR G
wgaT & #r wa @ 3w Hr W 3
g5y &, I AN 41 MU GgAT gW
1 @) o feafa wo wT @ g
7 %08 & w7 FQAMT @ 2w
# &t &1 e wfoge &1 A,
Mgdr w1 Fwqa, sy A9 A
FATA ATWY A TIG G E IFHT
w4 § fo #1¢ sqar s o
aficg Zm F gaFrad) feadt 2 @0
¥\ ag qa-famr & @t ot wlwea a2,
F-wg-fagr g ay o wfary 7 1 77
givfeafa sar smigdy wid Ay
Fgmydagd oix 5o S § 4m
#ar feafg g1 w€ & =7 & ww
T 78 weand £ 7 9z qwiw
aoe Afae, N fages @ e
qT, AW GFAT HEA H oAHD AT
a3 A xm A Afqady mfas feafa
¥ afrgad w1 ¥ w9 @wEmE T
e & o\ za¥ A Faan } F wA
W wg §2faee o qv §, foAwifes
FAAT § Gq YA JGT §AT M
T ws g T SR @
Faly F--mifefion o9 oa ofsiz
qE T | q1ar § xF F7 qfvwAy
¥ qe gy 2

7% W A7 # A w aft F
ar fwd awafast & swa wFi
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WO (3E[——3 &1 Al TET GIAT §
gr &9t § @) 7 SgEr wwEe,
& ; w1y 3% fan saiar w6 ad mad
£ ST ¥ a9 § war W= 9 wEAT R
afeq ag afge &1 Avma fag o,
ag Q1T F @A AIAT G GAQAT GG
madY foq & fag madt & £9 wrlr
gl & " weT fadem form & fao
F-waerq g oAAT, I WTH F qA
i mar My deT T A £ 7 wn A
A § AEY § ITW gM aiar wyaw
faoor ar oIz E A R T AT #
7 fqaga Tawma @ E 1 w@
e ;T & wEE AT FET
214 gwaar  f& v WY fawe
w9 faq 9 For § I@ AV
qeqfa @ A1 7 ;X aw faq &
IA FT AAGATS FT a1 gW FHT
FET TER 9T FEY 9gET | AL FgAr
7z & f& fel @Y Iw F1 quw
I & wmifaw, wfas sgen
aE T FT Us YT gEr 2
g FAT WT F [ FE TR A
A FIF €1 qAVGEAT AIT F GHEHT
7 F1 w7 w7 | dfonwe: ag gar
fw %o 1 fagra F9 & A AW
 wg & oo &7 fawior &9 W
oY W7 FgA AwwAE @ |

AU AT A AE FgAT ATEAT
¢ fx saifrs Aifa g1 w19 3o &
fey awg W= @ § 0 FOea
A FE W AT F fAT w9 &
I AFFA GAET @ £ | Al
¥ WA W Ty gWl, S & A
W oaz gw, g Fgm wat facdw
&\ 7z faafgar avondt & == ¥
TEATOT T & | AN 9w { Fgt
TR AT T AT S TR ¥
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fad st 3w gEE T IW R WY
q oAFIUTL A R T T AN
ot F EW & OF qATh A FY
FITATE ATE AW R ATAAT AT
FATT qEETR AT Affom Ao
T4 A7g H W &1 afvags oW
1 AT ¥ oATZ Z1 SHAT, AF FOAAT
o9 ARG A KO AR | AT HF H AR
FT wiEdl & I R INT AT AL
gEwEAT w39 & faw @i
IUT FIA F AT AT AR T AR
Tl &1 A% frwnd #1 arg 7 7ifwa,
4 fage wage &1 A F Aifsq, Afqze
7Rz #1 frdl gf amwEdr #7 oFmA
& i, J BE FTEE d OgF ATAr
CFTinT ¥ oI AtarT @ AfHd T
T AT oA F az@ET Agr fzar
fpe 7 wd 7 o1 A1 B owifaw
ferfa gared 71 mawE AT UF-
O FEAT E MY FET TRE F
wT vE F ) TEErE §ofan gwo !
grorfogs FeafEr # am feafa g 7
Ferarsed  fam &1 W TEEIRE
F7 ATA 4 AT FIA KT G I ¥
fam ot wrEE TEY Fav 0 A7 AfTarE
zfex oo & weR wEy F AfAardt
zfz 7z 2 f& @t & AW AT
Fr-afes a7t F7 ITA@ F M F9
da1 watar &1 W faar wma fseE
qEP A ATHE H OAGAT FEIA G0 AT
a1 @F A1 Frer faETE g AwAr
) ag feafa 2 fam 1 av® s79
AR F mAEET F< fzar M7 o' awT
AIHAT FTAGAT A1 (v, "4 TET
for ¥ f& Zor F wOT, T A
1 faft avz @1 ®w@Er 4@l g
7% | 77 A e feafa wE & oww
39 fag & agar § & @mEd &
FHTH W OFAT AT, WA & IwE H
F91 gwT, T FI TW FIAT WA-
¥ & mwmes ® famwa favdw
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14 g A FAr A g fx
g wfzfezes wWARATT § 38
T Avmm maTseR efefaam 1971-
72% 1977-78 & wwmifoa f&d # )
7T T WIFE ¥ G aqT qHA A
§F a®E—

"The rate of growth of national
income during the seventies would be
the lowest for three decades since
Planning began in India. Again, in
terms of annual compound growth
rates, there has been a steady decline
from 3.83 per cent per annum in the

fifties, to 3.66 per cent in the sixties, to
3.05 per cent in the seven. ties."

qTfa7 RIFET FT TT99 597 & 2z A
AT WY F AN E W T AIFV
TH A1 wEvER 1 Ifez Fow &
TE] T F. HAWE TEN £ | ATE
arg 97wl 7@ § f¥ fagew &
9ga ANF ¥ WY AT 0% W 4g
feafs z=aT it fam F1 faw zmi?
qAWA AT TET B WE WAl WT W
Prarr &1 =ifgq &1 3z f& a1 gar
wea FAT %0 9 £ i 3w ¥ ey
Tz faFmg & =@ w1 zwiR WA
iy %, WA AT ¥ @ Ay ameg
qITXT TE AWA AR | TA A9AT &
T F9w a7 e g g fF w9 §
et wrfaom awdt &1 afis =Y
am #r frs A1 27 Y 29 F oft
fromz ot Wi § wg afsEe A
TIA FTAT F AT T FT TEAE
fefz ot o7 snar &) G wmafaw
fede & s=7 miw =7 2z 737 @
fe 2o % 2z gwr, 3w 7 a® gzw,
q ¥z weA ¥ fasE ¥ 3w @
gar | Feemza gwr B0 ozwrd g
afswr o@m fav Y 2 T AT
AET AT A% § TRl
S\ wEw ¥ ogwr 9w 2 f&
LU L S N B |
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(= actfm swrgase]

In terms of compound growth rate, per
capita real income growth has steadily
declined from 1.34 per cent to 1.24 per
cent, and further 0.94 per cent.

T2 & AT 9T WY ¥ 7@ faAfes
fedm W) frameesw & 39 ag #7
freraz s Wi & W17 wd w= i wed
% fr gard wandE aiferzz e
ardl g1 FfgEdT 717 az & fF oo
TF &7 1 WA 19 q41 TE TAT
2 29 =13 FI 4T & oRIAT 20
7 ar 31 w14 90 48 @ wAr B
ar az feafa ¥ faeez & a7 zafam
A F =at fwys &) A4
Tame afy g8 wEt @@ T
Z9T § AT F AMT A A @A
qizgar z fF = fgard gadr v
= & f5 fa97 & 997 3o 1 wifew
feafs fawgdr g1 e #w q9-
Aifr w1 dq9 9 2w H Fga  fan
ZAT F 1 3T A araAA B IIET
2 W7 AN aANT FUTT IIEAT
219z §9% 39 A T AT 9
T 7 A7 720 &, 97 w31 g f% 74
g o &7 wfaey @4 7 @1 ™
AT T 1@z qzard g oM § A
qIT WY A FT BF AG FLA ar
WAl & qdr ared dE g Faar
WX IT F FOOT G AEATq 7T
g Arar f& 1 gw ¥ faaow @
FROT FAGT | HAT o A F R/
feqfr adT 4T MW aCE 1 § q2A F
S AT AT g 13T §T F
Frew oF gdzar g€ A I LhEAT
# g A7 €97 WAy KAL) W F
X WY Ay WA W1 @ § 7 ¥4
§7? g ag 7 § & wqw fafor
FRGILAT TF T | THHAT A6 Tar 7
IH 97 Y TFT FgH TAI G 4V
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I A ATAM - T TG /T GHL
A A A E AW § fagR agios
wdT FqAT FAAT gATgT & T A
aflzy ¥ faa M7 faq €@ w117
ol AT ¥ AT g 1 SHT F9A F
e & fawra AT 94T A7 a2 § oug
w21 7 fF ag fawm 39 f19e
¥ ¥ % frar 7a1 | wmA X F 07
AT WY F AMA Wl FT F AT
qEIE | AT AT e 2 24 94
F AT TW W TG WA T i—

"The manufacture of the stunt plane
in which Sanjay Gandhi was killed said
today that the plane was purchased by
Mr. Gandhi about two monthg ago.

Herb Andersen, general manager of
Pitts, Aerobatics, said the plane had
been sola to an English dealer more
than two years ago and that nothing
had been heard about it until it was
learned that Mr. Gandhi had acquired
it.

"About two months ago", Mr.
Andersen said, "this Company in
London told us it had been acquired by
Sanjay. They wanted the usual
paperwork that goes with an airplane."”

Mr. Andersen said the Afton facility
turned out 25 of the sports planes a
year, with each costing 45,000 dollars.

"They are used almost exclusively
by air show and competition pilots", he
said. Others are bought by ‘airline
pilots, lawyers, doctors, anybody who

"

can afford a rich toy'.

q 9T F oAWA AT A T
SrEaT § a8 98 ¥ & wfewre oy
A W FF F ) AT F§ AT ARy
§ o uvdifs & T8 7] & 9@
vz § fF gt snfas feafr @1 feear-
WA IT F NAq gWIC 7W X &1 @
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2 faa g &1 FToww 97 d5T §
I AR AN F AT F AW =ty
a1 far W@ 2 Al meEaifaE
7 T E 9W FT #F & FEr
Froor 7z & fF dar o1 AT F
AT g 99 & A5 39 AWt #7 aw-
Aifa AT oW F AT 93AT & 1 AT
zafaq W1 wrEAw faer grew & Araq
T AT ¥ 3@ 7 4 T wwaan
et gfadr i 1 A== F27 F1
T &) WGT TA N F HAY WSH
TATtaF #ET adl AT JwET §
fraq gfaaor #tv g § FwAT
afzg & W @i q, I AL
¥ wiqd TD AL FEE ) ITE FITAT
Aty TEET 21 gafAq o awwan g
£ orf g%9 Zo &1 7% fom o
4 w14 ¥ faeF7 gawd @ wre At
qfmEl w7 GTET @ T wro
¥ fwan wdia fraan 0 w@r g, a0-
FET FT FVA _qGAT AT WY § T
feqfq 1 g0 1 A6 97 F ggfe
FIAT ZIT 1

Ivaqreas wgEd, mifar F
fog TFET FEUT IFT GH FEAT

-
Z

THE VICE-CHAIRMAN (SHRI R. R.
MORARKA): Mr. Bagaitkar, you have
already taken 16 minutes.

SHRI SADASHIV BAGAITKAR: 1
will just finish in half a minute.

ufra $T & o AAT fATETA T
g ITAT0 § | IqF A ARIRF
a5 278 a7 faar

"Behind it; impressive parliamen. tary
facade. India is still very far from being
controlled by the majority of its people, or

even from having its policy devised as to
the interest of the masses."
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TZ FEAA A WAw draT A
TIH AE W gW AW W@ ¥
T GRYET # s oW &
foe Iwr Fafsg & 7t & g amr
SATRT IFHIT GG FT AFA | gAAT Y
FF ¥ F WIAT A gaArH FYAT

21

DR. BHAI MAHAVIR (Madhya Pradesh):
Mr.  Vice-Chairman, Sir, when Mr.
Venkataraman presented his first budget, it
was greeted, with a great feeling of euphoria
and liberal praise wa, showered upon him for
having i  presented a new type of budget.
It was described as the best budget since
Independence, as something unprecedented.
These six weeks, Sir, have been enough to
wear out the cosmetic touches which the
budget had and to expose all the crude and
ugly features it had contained.

It is not secret, Sir, that the party which
runs the Government, today— * whatever
that Government is—won the elections on the
basis of two planks— of fighting inflation
and restoring law and order.  The earlier
Government were condemned for having
been unable to protect the common man's in-
terest which were being eroded because of
uncontrolled price rise. What is the picture,
Sir, even during  this limited period of the
experience ~ we have had since the budget
was presented? I have, Sir, a few figures
before me and I shall just mention two or
three points to illustrate what I wish to say.

In ten days after the budget, the price
increase was 6.2 points, which was more than
the increase in the first two years of the
Janata rule and also more than the price hike
which followed the budget which was presen-
ted by Ch. Charan Singh and which was
condemned as a ‘"ghastly, cruel and
devastating" budget. Sir, the fact of the matter
is that in 28 months of Janata rule, the price
rise was 27.6
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LDr. Bhai Mahavir] points, less than an
average of 1 point a month. In the 5 months of
Lok Dal-Congress rule, the price rise was 14.5
points—'i.e., about 3 point a month. But
during the period of this Government's and
this budget's domain, in the rule of the
'dynamic  Government', 'the Government
which works' or the Government which
knows how to run the country, the increase is
4 points a month. I have got all the figures
which I do nat wish to bore the House with.
But the fact has to be conceded that this first
plank on the basis of which the party had won
at the hustings has belied the expectations of
the people and people never expected that this
disillusionment would come so soon.

Then the second plank wa9 the law and
crder situation. The less said of that the better.
Open any day's newspaper; even a casual
glance is enough to convince people that today
the law and order situation is nothing less than
chaotic, devastating and, what is worse, our
great leaders of the Government do not know
what to do about it. I, Sir, have never
experienced or heard of a situation like the one
we were in this morning, when the issue was
raised. The Home Minister of the Central
Government made a statement which was in
direct contradiction of what had been observed
by the Chief Minister of State and weeks were
passing and we were not able to get from the
Home Minister either a proof of what he had
said of regrets if h, had made a mistake. This
is the type of Government, Sir. This is not the
only qualification of the Government. We
continue t, have a Cabinet which has so many
important
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portfolios going abegging, and so many-
portfolios huddled together as temporary
charges with one Minister or the other. With
all this, lots of important and lots of important
offices  without any work to do.
(Interruptions)

THE VICE-CHAIRMAN (SHRI R. R.
MORARKA): All right. Order, please. The
hon. Member may continue tomorrow. Now a
message from the Lok Sabha.

MESSAGE FROM THE LOK SABHA

The Mica Mines Labour Welfare Fund
(Amendment) Bill, 1980

SECRETARY-GENERAL: Sir, I have to
report to the House the following message
received from the Lok Sabha signed by the
Secretary of the Lok Sabha:

"In accordance with the provisions-of
Rule 96 of the Rule, of Procedure and
Conduct of Business in Lok Sabha, I am
directed to enclose herewith the Mica
Mines Labour Welfare Fund (Amendment)
Bill, 1980, as passed by Lok Sabha at its
sitting held on the 4th August, 1980."

Sir, I lay the Bill on the Table.

THE VICE-CHAIRMAN (SHRI R. R.
MORARKA): The House stands adjourned to
meet again at 11 o'clock tomorrow.

The House the, adjourned at two
minutes past six of the clock till
eleven of the clock on Tuesdav, the
5th August,. 1980.



