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MR. DEPUTY CHAIRMAN: I will
go through that.

SHRI M. KALYANASUNDARAM:
Thig is & matter concerning. .

MR. DEPUTY CHAIRMAN: I have
heard it. ’

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

SI-IRI 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
NANDA;
propriety-

NARASINGHA PRASAD
It js a serious act of im-

SHRI SITA RAM KESRI:
all right. Let ux hear the
Minister first.

That is
Finance

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

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

AN HON. MEMBER: How can you
say that?

MR. DEPUTY CHAIRMAN:
‘m‘aised a point of order.

SHRT M. KALYANASUNDARAM:
Becausg the Members have raised if,

He has
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let the Finance Minister, in his own
way... -0 o '

MR. DEPUTY CHAIRMAN:
allow him to say.

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

Please

AN HON. MEMBER: The beok
was published on the 30th.
SHRI R. VENKATARAMAN: That

is what ] say. I am just supporting
what you say. Now, this is 3 matier
where there is an obvious error on
the face. 8ir -the questinn is whether
it is a matter of privilege or whether
any other action is open. I am éen-
tirely in the hands of this House. If
the House would like to takeitup, I
have no objection. But if the House
wantig me to examine it in consultation
with the Law Ministry, 1 am willing
to do it. It is for the Chair to Jecide.

(Interruptions)

MR. DEPUTY CHAIRMAN:
the Finance Bill.

Now,

THE FINANCE (NO. 2) BILL, 1980

THE MINISTER OF FINANCE
(SHR] R. VENKATARAMAN): Sir,
1 beg to move—— .

“That the 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 be-
fore the hon. Members for nearly
seven weeks. During the general
debate on the Budget, hon. Members
made valuable suggestions for the im-
provement of the provisiong of the
Bill. A nuraber »f useful suggestions
were also received from members of
the public, chambers of commerce,
other trade and professional associa-
tions and eccnomists. I am grateful
to hon. Memberg and to ali others
who have made such constructive



209 Finance (No. 2)

suggestions for the improvement of
the provisions in the Bill.

On a careful consideration of diffe-
rent 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
the permission of the House, 1 shall
confine my observations to explaining
the main changes that have been
made in the Bill during its considera-
tion in the Lok Sabha.

The Bill secks to continue till 1985
the tax holiday in respect of new in-
dustrial undertakings which are set
up after 31st March, 1981 or approved
hotels which start functioning after
that date or ships which are brought
into uge after Ist Aprii, 1981. Under
the new provision the tax holiday
benefit will be available with refe-
rénce 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 avail-
able for a period of ten years in the
case of co-opeerative gocieties and
seven years in the case ot other cate-
gories of taxpayers. It wag represent-
ed that the new tax holiday provisions
would result inreducing tax benefits,
particularly in the case of industries
with a long gestation pericd. On a
careful consideration of these re-
presentations, the period of tax holi-
day concesgsion 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 yearg as wriginally provided in
the Bill. :

The tax holiday provision has been
liberalised in another gdirection also.
Under the Bill as introduced, the tax
concession would have been denied to
any industrial undertaking which was
formed by the transter 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 me¥ ex-
ceed 20 per cent of the total value of
the machinery or plant used in the
new business.

Sir, with a view to stirnulating new
investment in industiry, the Bill as in-
troduced 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 machi-
nery or plant installed during the new
Five-Year Plan period. Under the
Income-tax Act, depreciation is ad-
missible only in respect of machinery
or plant which is actually wused for the
purposes of businesg or profession in
the relevant accounting year. It was
represented that the Tbenefit of the
new provision may be lost in cases
where the machinery or plant is ins-
talled in one year but is actually put
t0 use in the next year. The point
made was acceplted 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 succeed-
ing accounting year, then, in respect
of that year.

Additional Jepreciation was not ad-
missible in respect of road transport
vehicles, The tax holiday concession
'has also not beén =xtended to the
transport industry due to practical
difficulties. With a view to providing
some incentive tg the transport indus-
try, it was decideg 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. The In-
come-tax Rules have been amended to
give effect to this decision.

Sir, the Bill as introduced sought to
restrict the exemption in respect of in-
come from livestock breeding or poul-
try or dairy farming to one-third of
the aggregate of the income derived
frem these sources or Rs. 15,000, which-
ever is less. It was represented that
thig provision was too harsh and
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restrictive. The provisions have accord-
ingly 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 profity and gaing or Rs. 15,000,
whichever is higher, subject to the
condition that the deduction in respect
of profits and gains from poultry farm-
ing will, in no case, exceed Rs. 15,000.
The provisicn 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
retrespective effect to overcome the
difficulties caused by some judicial pro-
nouncements which ran counter to the
intention underlying the provisions.
Several representations were received
against the retrospective pperation of
these provisions. After carefull con-
sideration, if was felt that the appli-
cation of scme 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
fechnology popular in other countries
as well as in  India. Section 80AA
sought to be inserted in the Income-
tax Act previded that the deductions
admissible under various provisions of
Part C of Chapier VIA would bhe avail-
able with reference to the net income
from the specified sources after allow-
ing for expenses incurred for earning

such income and not with reference to

the gross amount of the inceme from
the qualifying sources. The provi-
sions in Part C of this Chapter relate
to special deduction in respect of inter-
corporate dividends; royalities receiv-
ed by Indian companies from foreign
enterprises or from concerns in India,

——ey 1d
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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 te, inter-
corporate dividents eligible for deduc-
tion under section B80M. 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 res-
pect of donations for charitable pur-
poses with a view to clarifying that
limits specified in that section would
apply with reference to the aggregate
amount of the donaticn and not with
reference to the guantum of deduction
admissible thereunder. Under the pro-
vision in this Bill as introduced, the
amendment will take effect retrospec-
tively 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 ac-
cruing cor garising to scheduled hanks
after 30th June, 1980. Interest receiv~
ed by All India industrial finance in-
stitutions, 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 inte~
rest-tax in respect of past loans to the
borrowers and that even if they could
be enabled to raise the jnterest rateste
cover the interest-tax Hability, 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 Ioans sanctioned by
financial institutions and scheduled
banks before 18th June, 1980, that is,
the date on which the Bill was intro- -
duced in the Lok Sabha. For this pur- °
pose, a term loan would mean a loam -
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 modi-
fied in another direction also. Inte-
rest received by the scheduled banks
on deposits impounded by the Reserve
Bank cof India under section 42 of the
Reserve Bank of India Act will be ex-
cluded from the tax base. This modi-
fication 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 in-
tention underlying thg provisicng in
the Bill more clearly.

In so far as indirect taxes are con-
cerned, as I said, in my Budget speech
cn the 18th June, 1980, my effort in
this direction has been both mild and
modest. 1 am gratified to note that my
proposals on the indirect taxes side
have met with a large measure of
support both from Members of Parlia-
ment and outside. It has not, there-
fore, been found necessary to modify
any of the proposals relating to in-
direct taxes.

Az 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
eustoms, central excise and gold con-
trol laws. There have been represen-
tations urging that the Income-tax
Appellate Tribunal which is equally
important and
squally responsible function, should be
placed on a par, with regard to the
status, emeluments and other matters,
with the tribunal which is being set
up on the indirect taxes side. I see
eonsiderable force in these representa-
tions. 1, therefore, propose to bring
forward legislation in the next Ses-
sion of Parliament for amending the
mw relating to the Income-tax Appel-

[ 2 AUGUDYL Lysu |

which performs an .

LDovey ruvy a~arp

late Tribunal, so as to place the Tribu-
nal on par with the tribunal on the in-
direct taxes side. I hope, the Indirect
Taxes Appellate Tribunal would be
set up by about the 1st January, 1981.

Sir, T hope, the Finance Bill, as
amended by the Lok Sabha, will re-
ceive the unanimous approval of this
House. A& B i

Sir, I move.
The question was propcsed.

SHRI SANKAR GHOSE (West Ben-
gal): Mr. Deputy Chairman, Sir, in re-
gard to the Finance Bill, we have sub-
mitted detailed amendments and,
hence, I shall confine myself now to
the general pelicy behind the Finance
Bill. The detailed proposals we shall
deal with when the amendments are
taken up. Sir, in presenting the Fin-
ance Bill based on the Budget, the Fin-
ance Minister has delinked the price
rise of petroleum and fertiliser from the
Budget proposals. He has delinked
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 creres 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 y very strong effect on the prices.
These Budget proposals have increas-
ed the inflationary pressure in the
country. It is clear that the jnflation
this year will be a two-digit inflation.
The national newspapers have predich
ed a 30 per cent price rise. Some eco-
nomists have said a price rise of 15 te
20 per cent 1s inevitable.

As the Finance Minister has delink-
ed the petroleum and fertiliser price
rise from the Budget, he has also de-
linked the anti-inflationary proposal.
from the Budget. The Budget is th
weakest 80 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 is
Government’s own admission—have
risen by 37 per cent, The price of gur
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.has risen by 24 per cent.
.at 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 hop-
ed for a massive, determined and re-
sclute policy for controlling the price.
In the short run, you control the prices
by strengthening the public distribu-
tion system. In the long run, you con-
tro} the prices by increasing produc-
tion.

"[The Vice-Chairman
*Goswaml), 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 gaid in one discussion that he does
not believe in any control. He said,
he believes in self-control by the tra-
ders. This kind of a statement crea-
tes 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 g  population of 600
million. Therefore, there hag to be
budgetary support to  strengthen our
public distribution system and we have
40 have greater budgetary support for
essentia] 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 g very firm
policy so far as prices are concerned,
so far as speculators, hoarders and
blackmarketeers are concerned. Prices
are rising, stocks are heing 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, thig anti-infla-
tionary policy will not succeed. This
is so far as white money going into
speculation and hoarding is concerned.
So far as black money golng into
hoarding and speculation is concerned,
on black money the Wanchoo Com-
mittee was there. It had poinved out
that 7,000 crores of rupees of black
money were circulating into the market.
Somebody said that it is Rs 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 uplashed 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 profi-
teers are concérned. On biack mouney
the question of bearer bonds was also
mooted. It was not successtul in
Ceylon, but in Singapore and Hong
Kong they have succeeded. About the
steps, I 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
(Maharashira): He said that the eco-
nomist who finds solution to the prob-
lem of black money, will deserve a
noblg prize. That shows, he hag al-
ready surrendered before the fight.

SHRI SANKAR GHOSE: I hope the
Finance Minister is rethinking on this
question.

SHRI 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 bur-
den from petroleum and fertillzer 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 Interna-
tional Monetary Pund which is of
doubtfui nature, but I hope this has

" come in Lok Sabha also—whatever loan

we take, we should not bow dowm to
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 I said the Budget is
very weak on the price fromt which has
delinked price rise from the Budget,
the deficit will double from Rs. 1400
crores to Rs. 3,000 crores. Unless cor-
rective 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 peo-
ple. 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 go far as our develop-
mental efforts are concerned, the re-
sourcss allocated are not sufficient
enough.

So far as this deficit is concerned,
we have taken Rs. 450 crores »f foreign
loan. Thig 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 paise In each
rupee is loan repayment. About
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Rs. 11000 crores wg have gol in foreigs
loans; Rs. 29,000 crores as jnteraal
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 Thalf’
the money is te, be repaid as interest,.
then there is nothing much coming
out of it. Therefore, we. have te
strengthen the base of our self-reliance.

Apart from the foreign loans, what
is the foreign exchange position?, Bet-
ween April and July, the foreign ex--
change reserves have gone down by-
Rs. 550 crores. At this level, the fore-
ign 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 I think
the Governor of the Reserve Bank
himself has also expressed his appre-
hension in this regard.

The trade gap is going to be Rs. 3500°
crores and what is the pelicy 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 creres of
paper we are imporiing 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 mil-
lion tonnes of edible oils worth Rs. 550
crores. What is the budgetary—~sup-
port to increase our production of
edible oils? If not, how do we stow
inflation? And unless we give a
real budgetary suport to produce massa
consumption goods, we shall be in
great difficulty.

The Budget is the weakest so far as
controlling inflation is concerned an¢
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weak so far as the plan and employ-
mient policy are concerned. On Plan,
everybody knows, with price rise of
80 per cent last year, the Central Plan
Mas increased only by 14 per cent and
#he tota] Plan by 16 per cent. With
another 20 per cent price rise this
year, the Plan in physical terms is
very small. Even if we attain 5 per
ecnt growth because of good agricul-
ture, the 10 million 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
growih 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 con-
—cerned, it is unfortunate that the size
is very small and it is unfortunate
that in certain sectors which can pro-
duce mass consumpticn goods and
generate employment, there have been
cuts. On the employment gquestion, I
raised the question before about
the pledge given that there would be
cne job in each family. The Finance
Minister in his reply said that they
would implement this pledge. He
also said that the Planning Commis-
sion would come up with a scheme in
this regard. We had the debate on
the Planning Commission last Friday
and when 1 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 fin-
ancial clearance has been given by
the Finance Minister. With regard
to employment there must be some-
one who hag to do the prodding job.
If it is nobody’s baby, if it is just like
the stepson, then nobody will look af-

[ RAJYA SABHA ]

Bill, 1980 220

ter this. Therefore, the question of
having a full-fledged Minister of Ru-
ral Reconstruction and Rural Employ-
ment who can give his entire energy
to this employment question has to
be considered in this context. 1 hope
the Finance Minister wil} tell the,
Planning Minister that the assurance
that the Finance Minister had given
to this House should be honoured.
This is what is absolutely essential.

Then certain distortions have iaken

. place in the planning process. So far

as the labour jntensive employmet pro-
grammes are concerned, for the Khadi
and Village industries, from Rs. 188
crores last year, the allocation has
come to Rs. 150 croreg 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 croreg it hag come to Rs, 56
crores, This must pe 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 peo-
ple. Therefore, double the  present
number of people can be employed in
land. But for that we need irrigation,
Wwe need inputs, we need various sup-
ports and 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 Rs. 19 crores
it has come to Rs. 10 crores. For
agriculture in the Central sector, the
allocation has come down to Rs. 242
crores from Rs. 398 crores. Soil con-
servation, from Rs. 18 crores it hay
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 qown from Rs 28 crores
to Rs. 12 crores.

SHRI R. VENKATARAMAN: ] 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 Cen-
tral Plan is there and the States will
look after it that is another thing.

Then, loans for agriculture by fin-
ancial institutions have been reduced
from Rs. 163 crores to Rs, 109 crores—
a cut of 33 per cent. But unless there
is a massive employment programme,
unlesg there ig g programme for giving
income and purchasing power to the
people, the shortage that is in the
country and the difficulties our indus-
try is suffering from cannot be solved.
It cannot be solved by mere export-
led growth because even in foreign
countrieg there is protectionism, there
is inflation, there is recession. There-
fore, unless we can strengthen the
base of our home market and unless
e 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 generat-
ing employment-—these problems can-
not be solved. Theretore, it is essen-
tial that these employment pro-
grammes, rural . reconstruction pro-
grammes, should be there and, if
necessary, a full-fledged Ministry of
Rural Reconstruction and Employ-
ment—wholetime—should be there.

Sir, so far as the industrial front is
concerned, for the public sector the
allocation has 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 we have invested Rs.
1,500 crores. Between 1974-75 and
1976-77 we were getting a return of
3 to 5 per cent on {be capital. But
now we are havng losses. Tlherefore,
efficiency has to be improved. Public
sector hag to be given to professional
managers. Now it has got a bureau-
cratic set-up. Unless we get surpluses
from the public sector, it will be diffi-
cult, '
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So far ag the concessions that have
been given to the private sector are
concerned, the Finance WMinisier nhas
said, “I ha\{e given the carrot but they
have not responded adequately, in
which event the stick has to be given.”
(Time bell tings.) Now we are not
concerned either with the stick ur the
carrot. We are concerned witih pro-
duction, Therefore, there must be a
larger allocation. Now, for larger
allocationg there must be more re-
sourceg fer the Plap or for develop-
mental efforts.

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

SHRI SANKAR GHOSE: So far as
the Plan is concerned, it ig inadequate,
and there is no real programme for
cutting down the non-developmental
expenditure. In the Economic Survey
it is said that wasteful expenditure
wil] be carefully reviewed and pruned,
if necessary. It is only “if necessary”
and no detailed programme ig given.
We shoulg see that tax collection is
impreved 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
1 woulg 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, what-
ever ig 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
wilt 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 the nil rate of exemption had not
been raised to that. This limit should
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be raised. Those 'who earn up to
Rs. 24,000, should be exempted from
it up to Rs, 12,000. I do not want that
those earn lakhg of rupees should be
exempted from it. For those who
earn up to Rs. 24,000, the ceiling for
exemption should not be Rs. 8,000 but
Rs, 12,000. Then he is taking away
the wealth tax on the agricultural in-
come. It is clear that on equity it
cannot be justified. If the adminis-
trative machinery ig defective, that is
not a ground for withdrawing the lax.
Therefore, it is better that the ad-
ministrative 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 (Maha-
rashtra): Mr. Vice-Chairman, Sir, I
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 im-
portance. In termg of article 109, this
House is entitled only to make recom-
mendations to the Lok Sabha and it is
left to the exclusive discretion of the
Lok Sabha to decide and take such
decisions ag it wishes on these recom-
mendations. Article 108 excludes dis-
cussion on the Money Bills completely
from the purview of a joint session.
Sir, whatever may have been the com-
pelling reasons and grounds that may
have commended to the founding-
fathers of the Constitution while they
lmited 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 jt must be realised that in
the federal polity or in the quasi-
federal polity, the finances of the Cen-
tre have 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 resourceg is
by every standard complicated exer-
cising necessitating larger participation

and a larger authority for the staies
through thig 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, ag it is, has
lefy very little for as to say in this
matter. (Interruptions) That is a very
serious matter. )

Sir, I have gone through the criti-
cism which hag been levelled on the
Finance Bill. Having read the debates
in the Lok Sabha and having carefully
listened to the criticism outside Parlia-
ment, 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 mixeg economy. To us, a mixed
economy is the very basis and founda-
tion of our economic system. In fact,
the concept of a mixed economy con-
ceived by Pt, Jawaharlal Nehru show-
ed the genius not of a politician or a
dreamer, but I thought in a mixed
economy he conceived a very pragmatic
economic gystem, a system which alone
could nurse, nourish ang strengthen
and help grow all the institutions of
parliamentary democracy. We ardent-
1y believe as an article of faith the
parliamentary institutions could flou-
rish only in a mixed economy. They
are co-extensive; in fact, we believe
that they are not only co-extensive but
alsp co-terminus. Therefore, Sir the
criticism of my communist friends,
and pseudo-communisty who want com-
plete extermination of the private
sector and my other friends who sub-
scribe to the theory of laissez-faire and
‘who want complete extermination of
the public sector, are entirely tenden-
tious and motivated. They are critical .
of one measure or the other measure
not because they quarre] with the
measure Mr. Venkataraman has pro-
vided for in the Budget or in the
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Finance Bill, but, in fact, their quarrel
with us ig 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 have fully
reaiised 1he enormuty 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 en-
mesheg when he prepared hjs Budget
and the Finance Bill the position
would be a little clear. Sir, the eco-
nomy wss at its beam end, and the
predecessdr of the Finance Minister
had pushed it into an absolutely un-
enviable situation. What =was the
situation Sir? The growth in the
agricultui el 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 bty 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 shortageg on the
other, There was shortage in power
because there was shortage of rain
and there 'was shortage of coal. There
wag shortage of coal because there
was shortage of wagons. There was
shortage of wagong because there was
shortage of steel. There wag shortage
of steel because there was shortage of
power, coal and swagens. The situa-
tion was an extremely horrifying one,
Sir.

That was a period of political in-
stability and indiscipline 'which led to
total industrial unrest and tc accen-
tuate this situation an extremely
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reckless, thoughtless and an indiscri-
minate 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
Min'ster; a person who could not bave
handled the affairs of a zilla parishad
was given the complicated task of
handling the finances of the nation.
He was naturally the supreme ignor-
amus in the matters of public finances
and of fiscal law. It was a golden
opportunity for the bureaucrats to cook
his goose 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 thaose 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 ig 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 be-
cause 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 he
We ain’t what we are going to be,
But thank the Lord, we ain’t what
we used tg be.”

That is the redeeming feature, Teo
tackle the problems. therefore, inta
which Shri Venkataraman had been
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left, in the meeting of the Consultative
Committee held at Madras onthe 13th
May, 1980, there was a paper publish-
ed 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 hag 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 Consuliative 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 esieemed
friend, Mr. Sezhiyan, says, I am not
referring to the document as such.
But he had spelt out in that paper
which had been laid Dbefore the
Consultative Comimittee........

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 fo
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
wil] 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 T 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 (SHRI1
DINESH GOSWAMI): What I say is
that the Finance Minister is here. 1f
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 hag 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 ig no
rule like that.

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

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

SHRI JASWANT SINGH (Rajas-
than): Can you not possibly mention
it without quoting it?

THE VICE-CHAIRMAN (SHRI
DINESH GOSWAMI): When the
objectoin has been raised, I think you
can very easily, as an astute lawyer,
avoid the objection and make your
point. Otherwige you will be spend-
ing 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. As a lawyer,
he will be in greater difficulty.

THE VICE-CHAIRMAN (SHRI
DINESH GOSWAMI): I 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
Taise any objection.

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

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

SHRI 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
controlling the inflation. One way
was conirolling it through demand
management, through controlling the
volume of monev in circulation. The
other way waes by augmenting in &
massive way the supplies, the output.
In other words one approach was an
approach in terms of which he could,
by various deviceq of taxation,
tak~ away extra money that was in
circulation in the country and there-
by reduce the volume of money in
circulation in ang try to control the
inflation. The other method was,
without raising the rate« of taxation
or without trving to go in for demand
management as such, to go in for lar-
ger output; in other words to remove
the shortages that we were having
in the earlier period ard to convert
the economy from zn €conomy of
chortages to an economy 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 by
4 p.m. our Finance Minister. This

approach of the Finance

Minister is fhe 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 I 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 to go on the right lineg and
those who criticise this approacn do
not know how the miracle of econo-
mic growth has been achieved in
different countries -ahich followed this
approach. 1 should not cite the in-
stances of Japan and West Germany,
because it might be said that it was
possible there on account of the mas-
sive aid from the United States of
America. 1 would, therefore, yefer
to the Scandinavian countries. Swe-
den is a very great example of soc-
jalist country—my Marxist friends
will be delighteg to know this—and
js the latest to subscribe to the theory
of growth by incentives through hu-
man endeavour practised in China.
T will reer to a priltiant  booklet—
which T had the nrivitega to read
very recently—by Mr. Ralph Buult-
jens. This booklet thas a caption
«China after Mao” and hag a fore-
word written bv Shrimati Indira
Gondhi. Mr. Ralph Buultiens is a
Ginhalese who has settled down in
the United State« of America and is
a great friend of Tndia. He is a great
political gcientist and is an crudite
scholar of Asian offairs and has a
tremendous insight into the Chinese
affairs. 1 shall refer to what he has
«nid on the npage 50 of this booklet.
China has taken recourse to this avo-
proach which Mr. Venkataraman has
chosen, after so many failures China’s
gross national nroduct fs today four
times that of ours and in many
fields thev have done very better
than what we have done. Fven then
they find that their rate of growth
is not satisfactory. This iz what they
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have done. The author says in this
book:—

And so China has become virtu-
ally a member of the western alli-
ance, vigorously supporting the
NATO and increased armgs expen-
diture by the United States and
the. western Kuropean nations,
proclaiming that she wants to learn
from capitalist economies and take
many of their features of incenti-
ves to the people’s of Republic,

Therefore, those Marxist end Com-
munist 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 congratu-
Jate him on the very courageous and
bold approach he hag adopted and I
hope he will see some measure
of success as a vresult of his
endeavour to convert the economy
of shortages into an economy of sur-
pluses. That is the only approach
as a result of which our teem-
ing millions who are today lan-
guishing below the poverty line will
be able to find some relief or pan-
acea for their malaise. 1f we con-
tinue 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 mere than the
entire Europe.

With this, T wish now to come to
some of the vrovisions of the direct
and indirect taxes contained in the
Finance Bill. 1 would have liked to
speak on some other issues ag well,
but time being the limiting factor,
1 will come to the Finaznce Bill pro-
per.

" The first aspect that I should like
to deal with is connected with the rat-
es of taxation of income tax. It has
to be undersiood clearly that  the
rate of income tax in developed
countries i3 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

L D[vv 1l odaboan ) Do, DU, 198U 23<

into the fisc and if optimum revenue
in the fisc is ensured it will io
turn mean ovtimum grewth of in-
comes, productions, savings and in-
vestment. TIf this the approach of the
Finance Minister-— and I know thisis
his approach—.] must welcoine 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 esemgtion
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 hag fixed incomes
is the class which is hit the hardest on
account of inflation and on account of
the continuous decline in the purchas-
ing power of the rupee. If there has
to be any rationality about the exemp-
tions, then, there has to be some link-
age between the exemption limits of
Income-Tax and the value of the rupee
in termg of its purchasing power. The
exemption limit was fixed some time
in 1975-76 and, today, the value of ten
thousand rupees shoulq 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 consi-
derable amount of criticism and I have
heard that criticism wherever T have
gone and. Sir, on the TV especially
when 1 was being interviewed ang 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 thig reduction of taxation at the
highest marginal level commensurate
with your own avowed ang pledged
objective of socialism?” Sir, 1 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.
tion neither bring higher revenues nop
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-dp they eradicate disparities and they
do not take ug 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, I feel, in the non-cor-
Jporarate sector, there is still scope for
further reduction and he should be
willing to make a statement on the
floor of the 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 rateg of taxes. I 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. I feel
that the existing incentives in the In-
come-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 ascertaineq 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
or 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 Accord-
ing to you, there is scope for reducing
incentives.

SHRI N. K. P. SALVE: 1 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 drip-
ping in the incentives and that is the
bigest bonanza to the people in the ac-
countancy profession and in the legal
profession, to, Mr. Bhandare and to my-
self. 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
shoulg 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 with~
aut. ¢ incentives. Today, Sir, with these
incentives one never knows and I do
not know to what extent these incen-
tives can take the economy in the right
direction. I am not for it for these
two reasons: One 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 secend 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 De-
partment in any way what soever, Sir,
next I come to Clause 10 Clause 10 of
the Bill centemplates deletion of sub-
section (3A), sub-section (3B) and sub-
section (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 rot here who
was eulogizing Mr. H. M. Patel. I re-
quest him to learn a lession from
Shri H.M. Patel, in confusion. Genuine
business advertisement expenditure
all over the world is allow-
able expenditure.  Advertisement
is one method by which people are
entifled to market their goods, sell
their goods. If you want to convert
your economy from shortage tc that of
surplus, one can never understand the
rationale behind imposing these res-
trictions. 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 sub-

sections.

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 avoid-
ed, 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 locpholes were left.
And even in the law as it is framed,
there are some drafting errors. Any-
way, they will come beore the court
of law and then the Department will
know where the drafting errors are.
To that I will not refer just now,

THE VICE-CHAIRMAN (SHRI
DINESH GOSWAMI): But the De-
partment wil] get more money (In-
terruptions).

SHRI N. K. P. SALVE: I am only
warning. In fairness, I am warning
him only. At any rate, while, in prin-
ciple, I accept that it is necessary for
him, that should have been dene 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 fund is exempt, gratuity
fund which offers medical relief,
health service, educational facili-
ties, supply cof articles to the children
of the poor empioyees, etc.—such labour
weifare measures iz 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 g Welfare State
would not want to tax the income
made entirely for the welfare of em-
ployees. 1 am sure he will consider
this and make suitable changes, so far
as the point is concerned.

[ RAJYA SABHA 1.

Bill, 1980 236~

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 criginal 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 cerrect
position to the best of oup 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 iuatter.
But I do ardently feel that we failed
in properly explaining our view point,
that is what it appears from what is
said in hig speecheg in the Lok Sabha.

Now, I submit, Sir, with resvect to re-
trespective  legislation that earlier 1
have relerred to the task the Finance
Minister has set before himself.
Therefore, that is imperative that an
al] 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 posi-
tion has worsened from April 1980
onwards and {he growth rate has de-
clined 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 big-
gest cost-cum-wage push to the prices.
Inflation is, therefore, inevitable. What
might be dangerous is any complacen-
cy. The uptrend in prices remains
absolutely unchanged. Since this re-
trospective legislation in respect of 80J
is directly likely to affect adversely
the entire producticn, 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



237 Finance (No. 2)

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 con-
tinued for 8 weeks in succession with
the index touching 258.2 peints during
the week ended July 19. Now, the
budget was presented on June 16, 1980,
when the wholesale price index was
245.4 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 indus-
trial production during March., And
what is most disconcerting is this.
According to a Government press re-
lease, the growth rate during the first
3 months of this year showed a fall of
3.4 per cent. It is 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 seri~
ous 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 clear-
ly: that any complacency about infla-
tion is most  dangercus, that prices
have not reached a plateau as yet they
are on the ascent, that the rate of in-
flation 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 sclution 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 vou are willing to back them up
with regimentation. Otherwise, you
know and they know what these
threats mean. The threats mean abso-
lutely nothing. In the absence of out-
right 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 I will 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-produc-
tive 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 re-
trospective 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 indus-
trial undertgking 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 pe given
with reference to capital in the indus-
trial 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
cnly 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 capi-
tal. And a rich man need not borrow
any amount. So, it would not be the
intention of the Parliament that that a
person whoe, has borrowed money would
be considered as not having used that
as the capital of the industrial under-
taking. 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 consider-
ing the growth of industrial produc-
tion. And whatever we do in that field,
therefere, has to be very sensibly plan-
ned. We cannot be cavalier like in:

that situation.
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[Shri N. K. P. Salve]

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 en-
titled to tax exemption for a period
of five years. Since debentures and
long term berrowing do not in any
manner represent risk capital and
interest thereon is in any case de-
ducted, it was generosity on the part
of the Government to extend the
tax holiday provision even to such
constituents of capital. I now pro-
pose that in calculating the limit of 6
per cent of the capital for purpoeses
of tax exemption, debentures and
long-term horrowings will be exclud-
,ed."

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 neot read that
significant sentence. It is not there.
And 1 do not know whether the bure-
aucraty pointed out that sentence to
him or not. It reads: “This single
measure will provided the exchequer
with Rs. 10 crores during the 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 Minis-
ter 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 be-
nefits 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 gignificance, 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 in-
voived, just on account of this retros-
pective 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 werded differently. Either Mr.
Chavan was not correct or Mr. Ven-
kataraman is not correct. Both of
them, T am sure, on the face of the re-
cord, 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 abeut it, what could be under-
stood? 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 noth-
ing has been shown in the Budget. We
should have known about the magnitu-
de of the monetary liability of Parlia-
ment. Then the crucial question is
this, Sir. This speech of Mr. Chavan
itseif in turn says that the Government
has been generous and they are chang-
ing the rule; this is a speech communi-
cating 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 hag
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
for that matter? Ip the Finance
Minister were ever to consider it, T am.
putting it to him with utmost respect,
he is a man who has practised law
and he was a very distinguished law-
ver, he understands these matters, it
ig wrong to seek any legal or moral
justification for fastening a new-
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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-
lisheg it, so much the better. I have
further to say that if the liabilily
falls on the exchequer as a result of
rule being struck down and exche-
quer hag to repay some money, let
him increase the tax rates on the
corporate sector. 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 wag 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,
Sir,.

SHRI R. R. MORARKA The con-
sent 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 deci-
sion or the other, he mentioned it as
a matter of gesture. He said, it was
our generosity we were giving more.
We have decided not tg give more. We
want Rs. 14 crores.

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

SHRI N. K. P. SALVE: The ques-
tion is he thought he could do so. I
am on a different aspect of the
matter,
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HWHE  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 autho-
rised 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 minuteg more.

SHRI R. VENKATARAMAN: I
want tg 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. The Supreme Court has held
that a rule....

SHRI R. VENKATARAMAN: The
Supreme Court hag held, is no argu-
meng 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, accor-
ding to the rules, is illegal or invalid.

SYIRI 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 cutside the mandate of the section
That is the position in law, that is
the law of the land. Sir, if I were
to argue outside the law of the land
I would have no case. If T were ¢
go according to the law of the land
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then I want him just to listen to what
1 have to say, a very salient point.
I am referring to (1977) 107 L.T.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 Ruleg framed
under an authority could only be for
carrying out of the 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 Coury
has taken a different view. You are
reading a case of Supreme Court,
which is different. Thig 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 wag observed by the Sup-
reme Court in the case of Commis-
sioner 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 Eng-
“land 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 incom-
petency of the rule-making autho.
ritv. 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 rule-
making authority. See the decision
of the Supreme Court in Kerala
State  Electricity Board v. Indian
Aluminium Co. Ltd. AIR 1976 SC
1031.”

I would regpectfully implore of the
Finance Minister to kindly see these
two decisions. I am not arguing the
matter ag I would argue before the
Supreme Court. I do not want any-
one {0 gain or anyone to lose. My
objective is, if this liability ig fasten-
ed on industrial undertakings, will
it not put their cash flow chart com-
pletely 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 wag filed in 1972. On
grounds of morality 1 ask you: Why
wag 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: 1 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 con-
tinued. It is just that if this sort of
retrospective legislation comeg 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 manv in-
sertions and far too many amendments
and every time to plug loopholes we
hastened to riddle our tax Taws with
doses of instability”. We should
never be doing thig sort of a thing
and retrospective 1eg151at1on is the
worst of all.

Sir, T only submlt in a'l] humﬂ\ty
that T have been connected with
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direct taxes in the last thirty years
and in the last thirteen years I had
the privilege of myself being a party
to making some of the mosg stringent
fiscal laws, a few of which are un-
reasonably harsh. But never have I seen
a law so arbitrary and unreasonable
as proposed by clause 17 excepting
when wealth tax penalty for con-
cealment was leviable with refer-
ence 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 some-
times worked out to Rs. 6 lakhs.
The law was repealed later ou the
recommendation of a Select Com-
mittee which I had the privilege to
chair., The retrospective charge on
industrial undertakings, apart from
being discriminatory against the indi-
geut, the poor and others who kor-
rowed capital, for unreasonableness
and arbitrariness, fastening retros-
pective liability must take the cake,
This is a bureaucrat’s dream but a
ghastly night-mare for milliong of un-
suspecting shareholders and bwners
of industrial undertakings small, big or
medium,

Sir, in the end, I only want to sub-
mit one thing with great respect to
the hon. Finance Minister., What
about milliong of shareholders whose
assessmentg 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 go-
ing to re-open all those assessments?
Are you going tg unsettle those asses-
sments 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 mom-
ent, of relief for any sector as such.
It is a question of principles. I have
made these submissions to the Finance
Minister who, as I have gaid, is an
able man, a responsible man of our
.party. And because we have the
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same gbjectives as he has, I have
taken some pains in explaining this
to him. The same holds good for sec-
tion 8C0AA. I would respectfully point
vut one thing to him. He is a law-
yver. 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 unend-
ing. For example, there ig one case
which relateg to the assessment year
1943-44. 1 have been fighting it in
the tribunal. My son has now come
into practice. He has taken over. He
will arzue this. Now, thig has been
sent back to the ITO. This relates
to the assessment year 1943-44. Now,
my son is not married. I am sure,
when my son marries, if he has a
son and if his son goes into taxation
practice, till that time, ¢his litigation
would go on. It is a bonanza so far
as the legal and accountancy profes-
sion 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. Last-
ly, Sir, in regard to indirect taxes,
exemption has been given in respect
of beedis. Sir, if he js good enough
to listen to this....

THE VICE-CHAIRMAN (SHRI
DINESH GOSWAMI): The hon. Minis-
ter, he is mentioning something.

SHRI NK.P. SALVE: You have
given exemption up {o 30 lakh beedis.
I come from a part of the country
where beedis are made. You can give
exemption up to 30 lakhs. But kindly
bring them under the control of the
excise. Otherwise, all sorts of racket-
eering 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 one way of ensuring
that thig spurious business does not
come in.

THE VICE-CHATRMAN (SHRI
DINESH GOSWAMI): Shri Sezhiyan.
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[Shri Dinesh Goswami.]

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 fwo Mem-
bers may remember that they have
twenty-two minutes between them.
I do not mind. You can take twenty
minutes, or, you can exhaust al] 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, g5 passed by
the Lok Sabha, is for the considera-
tion of our House. In respect of the
Finance Bill, as you are aware, it has
become an annual ritual to floog the
Act with a large number of amend-
ments so much go that we are nowin
a confusing and sickening stage and
the tax-payers, the tax-gatherers, the
“courts and even expertg like our Mr.
Salve become confused. Any number
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 loopholeg has become an alibi for
ineffective  administration. But I
" would like to point out that in spite
"~ of the very many amendments which
hag been suggested earlier 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 Commit-
tee on the Taxation Laws Amend-
ment Bill, 1973 for which My Salve
wag the presiding authority then. In
that note, I hag pointed out how,
during the earlier years, varioug com..
mittees had been gppointed 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. galdar, 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 s0 on. So
many committees had been appointed.
In that Select Committee, I wanted
to know how many of these recom-
mendationg were accepted and how
far they had been implemented so
that I could, in the light of this in-
formation, suggest my own amend-
ments. The answer I got was: “the
files containing the detailed reasons
for acceptance andq non-acceptance of
most of the recommendations of the
following committees were not avail-
able.”.  They also said, “in the
absence of the relevant files, it has
also not beep possible to give the
reasons for not accepting those
recommendations”.

Therefore, Sir, here ig 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 this
country, When 1 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 ma-
chinery continuing to function under
it. Unless the Finance Minister is able
to contrpl 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 fol-
low up will not be there and whatever
report is given wil] be ccllecting 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 assess-
ment of what best of the best efforts
could be made.

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

SHRI B. N. BANERJEE (Nominat-
ed): He has said that the present In-
come Tax Act contains 469 sections.
1 think it is less than even 300 sections.

SHRI ERA SEZHIYAN: Originally
there were 298 sections. Now there
are 469 sections. Therefore, Sir, add-
ing plethora of amendments, without
going through inte the spirit or sense
of it, has become the attitude of the
bureaucracy and I feel one more set
of amendments is to be added in the
Statute this year. Many of the recom-
mendations have taken time. For
example, the Mathai Commission of
1953 gave a recommendation for an
Expenditure Cemmission. It took 25
years for the Government to put that
into effect and it took this Govern-
ment only 25 weeks to kill that Ex-
penditure Commission. I would re-
quest to the Minister to bestow some
thought, may be that was put by the
previous Lok Dal Gevernment and it
was distined to be agbolished, 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 Depart-
ment is the Settlement Commission.
When it was counsidered in the amend-
ing Bil] of 1973, cn the basis of the
Wanchoo Committee Recommendation,
I pointed out that there should be an
independent Commission presided
over by a judge of a High Court or
by a person of judiciary nature. At
that time that was not accepted and
in my dissent note I said: “the func-
tioning 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
its machinery ag a creature function-
ing 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
provisiong relating to prosecution
penalties. It ig clear that guch a pro-
vision wil] be used for considerations
other than purely administrative
purposes”.

Thiy was the note I gave in March,
1975, Afterwards the emergency came
and I could not giscusg it; the subject
did not receive the publicity that it
deserved. What I gaid in 1975 in my
dissenting note hamg been amply prov-
ed by the judgement of the Supreme
Court. As the Settlement Commis-
sion 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
mentioneg earlier.

The Supreme Court in ity judge-
ment 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 js astronomical
and criminal culpability perilous,
falls for decoding by this court in
thig appeal by the Commissioner of
Income Tax-(Central), Calcutta
(CIT) against an adverse order
made by the Seitlement Commis-
sion. Functionally speaking, this
chapter, engrafted in partial imple-
mentation of the Wanchoo Commit-
tee 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 ig based on
the debatable policy, fraught with
dubious potentialities in the context
of Third World conditions of poli-
tica} peculium =mng bureaucratic
abetment, that composition and
collection of public revenue from
tycoons is beiter than prosecution
of their tax-related crime and
litigation for fotal revenue re-
covery.”

‘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 Settle-
ment Commission. As I said earlier,
this jg very dubious and I appeal to
the Finance Minister to rectify the
defect and put it as an independent
body. Now it js a part of the Minis-
try itself. If you see this case, on
which the Supreme Court has given
the judgement it has got a very
interesting background. There was a
multi-national company. The name
wag Westinghouse. It had appointed
an ggent in India ang this agent had
been svending enormoug mmountg of
money but he had not been showing
it in the income-tax raturns. It was
brought out by the audit of the West-
inghouse abroad that amounty 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 gnd the Income Tax authorities
made a raid on the particular agent
of the Westinghouse and recovered
Rs. 30 lakhs during gearch and seizure
and took some incriminating docu-
ments jnto possession. Assessments
were made for Rs. 60 lakhs. One
more year's assessment wag made for
about Rs. 35 lakhs., Al]l these things
accumulated and the Income Tax
people put several cases on appeal
to the Appellate Tribunal. He glso
put cross agppeals. When this was
going on, he approached the Settle-
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ment Commission even without the
permission of the Income Tax Com-
missioner, ag required by the law.
But when this was objected to, the
Settlement Commission gave its
findings.  Peculiarly the Income Tax
Officer went in appea] 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 zbused and the benefici-
aries have bheen those whose tax
liabilitieg are astronomical] and
criminal culpability perilous. There-
fore, the Settlement Commission has
been used for this purpose and I do
not know what happened gfterwards
to the Bhattacharjee case. But there
has been a gtrong indictment made by
the Supreme Court on the working
of the Settlement Commission. 1
woulg appeal to him that as suggest-
ed by the Wanchoo Commission, this
Settlement Commission shoulg be
made a gaparate body, an independent
body-—independent of the manipula-
tions and free from retired qand retir-
ing officers.

Sir, the working of the Settlement
Commission itself has been comment-
ed upon in the latest Audit Report
which hag been placed on the Table
of the House. Op page 28 they give
for 1977-78 the number of cases dis-
posed of by the Commission. TUnder
income-~tax there are 113 cases and
the number of assessment years
involved is 630. Then they gsay, the
amount of income in dispute which is
the subject-matter of applications un~
der income-tax is Rs. 9.61 crores. There
they ghow {wo asterisky ang down
below they say, “No. of cases involy-
ing quantified dispute is 99 out of
total disposa] 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 ang 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 gettlement by the
partieg is only Rs. 2.05 crores and in
the end the Settlement Commis-
sioner hag awardeg RsS. 4.55 crores.
That means, out of Rs, 9.61 crores,
about Rs. 5 croreg hag been reduced
by the Settlement Commissioner. I
would like to know from the Ministey
how many of these cases involve
search gnd seizure. In gearch and
seizure cases there ghould not be any
waiver or any compromise because
they are searched and seized. Or,
wherever there ig a case of fraud, in
those cases you cannot ghow any
mercy. In the end, what Justice
Krishna Iyer has said been amply
proved here. If there is gearch and
seizure gnd the Income-tax Depart-
ment jg about to proceed, they go and
iry to settle at 50 per cent or so. Thig
should 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 ig one thing worrying me and
that is the interpretation that will be
givep about the MRTP Act. In the
MRTP Act, in gection 20 it has been
defined that the MRTP Act will apply
to an undertaking with a totaj value
of assets of not lesg than 20 crores or
to a dominant wndertaking whose
value iy not less than one crore.
Therefore, what is being taken into
consideration is, “capital employed”
means the fixed assets minug the de-
preciation plug working capital. That
formula is being taken. If this
formula ig altered then many firms
that are now attracted by MRTP Act
will escape. The Hon. Minister can
say this Ig applicable to income tax,
not to MRTP. 1 think in two or three
High Courts when thig question was
contested by some of the big concerng
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on the pleg 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 loang ghould be
included. I think that an appeal also
ig in the Supreme Court. The
Supreme Court has not given a deci-
sion 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 hjg speech had gaid, “Our
experience over the last decade has
been most disappointing. The amoung
realised as wealth tax on agricultural
property has generally been less than
one crore per annum. The valuing of
agricultural iang has posed difficultieg
leading to complainty and harass-
ment... I propose to discontinue the
levy, etc.” Sir, this argument I am
not able to accept. When jt was in-
troduceg 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
businesg classes.  While this has
often acted ag a spurt 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 be given up now? You can say
the Government is incompetent or
thay are not able to account for it. If
they say they are not able to gccount
for jt, if they say 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 compu-
tation of net agricultural income?
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There are twelve rules provided. So,
if you are not able to compute agri-
cultural wealth where you have got
the machinery to compute agricul-
tural income? If you can do the
exercise for one, you can do the same
for the other also. Because it ig Jess
than Rs. 1 crore, you mre going to
leave it. 'Then what about the gift
tax? 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 diffi-
culty in computing the taxable
income. In thig case also we should
adopt the same formula, If you can
do it for ggricultural income, why
can’'t you do it for ggricultural
wealth? This is a principle which we
enunciated in 1969 and we should he
able 10 qo it.

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

In the Finance Bill, the Govern-
- ment delineateg primarily its manage-
ment gpproach on the gconomy rather
than the policies. But gince this is a
professiona) 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, per-
haps, an in-depth attention of a very
competent and experienced Finance
Minister. -

[The WVice-Chairman (Shri R. R.
Morarka) 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 wendorse the
strategy he has prescribed to realise
this objzctive. I find, all strategies—
or, if one might say, tactics in the
good sense—are converging on ene
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main objective, namely, increased
production. Whether it jg re-defining
the floor of wealth tax or the period
of tax hoiiday or the jtems qualified
for concession ip tax, are all intendeg

for the same  objective,

namely, how t{o increase pro-
5 p.M, duction. And it is also clear

that this is his main plank
of and perhapg his majn proposed
answer to fight inflation. Still the
fury of inflation iy unabated. Buton
his authority we learn that it has
reached the plateau. It is re-assuring
when it comeg from » person of his
eminence and position. But being
less informed and having less access
to the precise data he has at his dis-
posal, T am not quite persuaded whe-
ther we have indeed reached the
plateay 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, ang it is as impor-
tant as the other inflation of the
indigenoug origin.

In this context, perhaps, our coun-
try, 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 deve-
loped countrieg and also in the deve-
loping OPEC countrieg that India is
a rich country and a big country, as
if the bigness of the size ig indicative
of its richness, of ity wealth and its
paying capacity. So, this imported
inflation is crossing our borders and
the ghore of our seas at a furious
rate. This jg really disturbing, and
on inflation our economic policy 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 ex-
chequer much more. You are awace.
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 mow, 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,

1 am also disturbed, Sir, because of
the declining trend of foreign remit-
tance, 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 earn-
ings because the sources wherefrom
the remittances had been coming all
these years, particularly for the last
five or six years, are themselves dry-
ing up in respect of their over-flow-
ing 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 em-
ployment of our people in the foreign
countries will decline. Naturally,
this declining rate of remittances
should be taken as 5 trend. It may
not be a very uniform trend, but it wil]
be a trend none-the-less downward.
Therefore, while the important part
of our inflation originates from
abroad-—the causes multiply in awum-
ber—and our earnings from abroad
go down, thereby reducing our capa-
city to foot the importybill, I am not
quite sure whether we should not be
very vigilant ang 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 force for saving more and
investing more for production pur-
poses.

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 sav-
ing or capital formation, if you look
at it, we have. reason to believe that
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a situation is/being gradually created
for investing more for production
purposes. But the question is—and
it is a very intriguing question—whe-
ther 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 Rs. 4,664
crores. It was 20 per cent more than
the capital formations in the previous
year. In 1976-77, it was Rs. 4,991
crores, and the rate 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 cro-
res. But in spite of this higher
capital formation, the investment is
not matching proportionately. There-
fore it is not 5 question of savings
as such or a question of capital forma-
tion as such. The saved money trans-
formed into capital and going into
the production process is what should
be ensured. Otherwise the main ob-
jective of this Budget will not be
realised or, if realised, will not be
to the extent desired by the Minister
and all of us. 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 [ refer to the cumbersome pro-
cedures, the time-taking rules for
production planning for project eva-
luation and project clearance. Sir, I
had my innings in the Ministry and
outside Parliament. I 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
the whole process of project formu-
lation, appraisal, clearance and start-
ing of production is very cumbersome,
encumbered with so many laws, rules,
by-rules committees and sub-commit-
tees. 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, frighten-
ing 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 in-
dustrial project. You know when a
project is formulated either in the
Industry Ministry or any other eco-
nomic Ministry, it has to be scruti-
nised from the DGTD angle. Then
the Bureau ot Public Enterprises also
comes into the picture. I do not say
that these are redundant or super-
fluous. Control or regulations, man-
agement and coordination are a stan-
dard part of any project. The ques-
tion is time. Time is an input. We
often forget that, besides  capital,
time is an important input. Other~
wise, in a period of inflation, more
time means you are a victim of cost
escalation. In a voor 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 proce-
dures, time being am input, the result
is cost escalation. In between the
substance of the policy and proce-
dures and implementation of the po-
licy there shduld be a strong func-
tional coherence. This is what I say
is the relationship between the
Finance Bill and the Budget. The
substance of the Budget and the pro-
cedures envisaged in different Finance
Bills shoulq converge., Otherwise this
exercise which is otherwise adminis-
tratively necessary is not sufficient
for the purpose of ensuring a fight
against inflation on the plank of pro-
duction increase and steep produc~

tion increase.
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Some distortions in the capital mar-
ket are sought to be injected syste-
matically over the years by some
non-banking  financial institutions
offering as much as 48 vper cent,
Fyerybody knows in Caleutta there
is an organisation which used to give
48 per cent..

SHR! B. N. BANERJEE: Now re-
duced 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 the 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. The concessions given to the
middle class people in the 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 polite and cultured ears
of Shri Venkataraman that it is not
“chit fund”, but it is “cheat fund”.
It has reached his ears and I am
sure it has reached everybodys ears.
If that be the case, then, Sir, not-
withstanding our policy, these insti-
tutions are, though unlawfully, but
successfully, operating, scuttling the
objective the Finance Minister is run-
ning after. Savings and capital are
going to the hoarders making Gov-
ernment’s task of holding the rrice
line more difficult. So, 8ir, I think
he should pay more attention to this.
I am told that some legislation is in
the offing and 1 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 the question of
the lack of raw materials. This is
another constraint on industrial pro-
duction. In the name of this factor,
that is, lack of raw materials, often
we have resorted, in the last two or
three years, to indiscriminate import
liberalisation. Sir, I am all for pro-
duction. But we should take an in-
tegrated view. Ray materials short-
age is there. So, the easy solution
is t¢ rush for import liberalisation
because you have 3 comfortable fore-
ign exchange position. So, what hap-
pened? Foreign exchange position
was comfortable and it became more
comfortable. But now the declining
trenc ‘has set in and you will appre-
ciate, Sir, that the 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 my-
opic, shortsighted, and ad hoc anti
national policy as a result of which
some of the public sector corporations
producing raw materials have gone
sick and even some of the private
companies have gone sick and their
capacity remains unutilised or dange-
rously underutilised. Therefore, the
craze for import liberalisation should
be somewhat halted and the cry
should go from the Finance Ministry
io other concerned economic Minis-
tries.

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 her-
self wrote to the Chief Ministers, But
here also there is a curious incursion
of politics into cconomics which has
created this problem. Now, any Gov-
ernment, any Chief Minister, to be
popular or to play to the gallery, dab-
bles with this. I am not criticising
anyone and I understang their predi-
cament. But you must also take a
national view. They write off the
ioans and, Sir, the biggest beneficiary
of power, the agricultural sector, does
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 morey. A huge
amount of public money, after all,
is being wasted and it is a very sad
thing. The Bureau of Public Enter-
prises or any such agency of the Gov-
ernment—I do not know which—
should loock into the question why
almost all the State Electricity Boards
are bankrupt and why, most of the
Chie{ Ministers, on assumption of
office, write off the farmers’ loan and
at what cost and at whose cost. At
waat cost and whose cost they do it,
1 do not know.

Also, Sir, I think for the bet-
ter management of the economy,
the Ministey and the Govern-

ment as a whole should take a little
more active interest in consulting the
trade union leaders. Sir, indusirial
reiations have a very big say in the
metter. The actual producers, I mean,
the labourers sheuld also be involved
in the process of building better in-
dustirial relations, Sir. Now to re
medy the problems, whether it is raw
material shortage or power shortage
Or industrial relations, we must diag-
nose the disease ang cnce we diagnose
the disease, the treatment line we can
casily 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
be done first. That is, charity should
tegin at home; that is, governmental
expenditure should be cut. Sir, we
have been hearing quite for some time
that the working days should be re-
duced to five. Sir, it was done in the
wake of energy crisis in the West
loug before. As we all know, indivi-
dual persons of rich countries like
America pay much less than what we
in a poor country, pay for a unit of
vil. But because of this crisis, in
crder to some energy, they have in-
troduced—many of these countries
have introduced five days’ week; some
countries have 4-1/2 days or even 4
days or 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 enor-
mous. 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
werking days, thereby saving both
the administrative cost on the score
of oil consumption and also other an-
cillary things. So I think that gov-
ernmental expenditure should be cut,
and drastically cut. 'This is the kind
of cliche, T am never afraid of repeat-
ing cliches. They are well known—
like “Speak the Truth” “Ahimsa
Paramo Dharma”, ete. For 2500 years
we have been hearing these and sim-
ply because we have been hearing
these for so long does not mean that
they are uselesy; it shows that they
are valuable.

Then, I agree that more and more
production projects should be plan-
ned first and immediately cleared as
quickly as possible in the short ges-
tation pericd. Here I will again utter
a word of caution; that is in the name
of indiscriminately encouraging small-
scale industries. In the last three
yvears we have 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 3 con-
sumer, when I want to useé a match
stick T must see that match sticks give
me fire. I strike if, 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. RN
- SHRI B. N, BANERJEE: The qua-

lity of the multi-national match is
also deterjorating. ’

L RAJYA

SABHA | Bill, 1980 264

PROF. D. P. CHATTOPADHYAYA.
1 d¢ not know.

SHRI B, N. BANERJEE: Because
we smoke, we know it.

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

Yesterday I found that it worked.
The other one patronised by Mr.
Venkataraman and his predecessors
did not work. As a counsumer, I am
just not concerned primarily who is
the vroducer, but only on second
thought as a politicin, as a man in
public fe, I am cencerned  Sir, in
this country, cost efficiency is a very
important factor. Sir, you cannot re-
nicve big industries on that score
alore, 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...

SHR1 NARASINGHA PRASAD
NANDA: Biri is smoked only by
labourers. Prof. D. P, Chattopadhyaya
has never worked as a labourer.

PROF. D. P, CHATTOPADHYAYA:
1 am a teetotaller. I never chew pan
like Mr. Nanda nor do I smoke biri
op 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 for
fighting inflation is money supply.
There also the trend continues to be
really disturbing. I have heard the
warning that Venkataraman Ji utter-
ed and I find that it is going to bhe
pretty bad. In 1977-78, the net
money supply, T find, was 2359 crores.
That is 14 per cent more 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 disturb-
ing. I know he is not responsible
for much of this inflation which is
so much regretted and critically com-
mented——upon in this year’s budget.
This inflation is the spin-off effect
of the last years’ budget. [ remem-
ker—it still rings in my ears—Mr.
Charan Singh presenting the budgat
and claiming that it will entail not
more than 1 per cent inflation. I do
not know whether we have reached
the plateau of inflation. I do not
know whether my friend, Mr, Salve’s
caution addressed fto the Finance
Minister was very harsh. But I think
that let us be wrong on the right
side. Let us think that it will be
something more than what we are
thinking. Let us be wrong on the
right side. If this rate of money
supply continues then I think this
spin-off effect will not lose its momen-
tum so quickly. That way, I belonyg
to a very old school of monetary
theories. I am an orthodox mone-
tarist. 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 not
be appreciable difference in inflation.
1 know. the difficulties of policy fram-
ers. For me, it is very easy to say
0. ] am demanding increase in pro-
duction. At the samg time I am ask-
ing him that money supply should
not increase. I know the difficulties
of the policy framers when they have
{0 control money supply without con-
stricting the nerves, sinews and mus-
cls of production. But the balance
has to be struck. The policy fram-
ars have to decide it. I think that
imoney supply can be regulated with-

vut damaging the muscles and’ nerves
of production, althougp it is a delicate
and difficult which the
Finance Ministry and its ancillary
agencies have to undertake.

exercise
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On the front of fighting infiation,
the next important thing which is
well-known is distribution. I am not
blaming only my Janata friends.
Even in our times I have found that
we talked much about it, but we
did not give 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 thiev-
es and the smugglers—you cannot have
a fair distribution system. Therefore,
some strong laws, some strong mea.
sures, some arresty are necesary. Here
again is a meeting ground of politics
and economics, If the Government
comes with some strong measures
against economie offenders. Sir, cer-
tain 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 effeetively fight
the conmomic 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,’
whepn 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, T submit to the rule
of law, the discipline of law. To fight
the extra-ordinarily powerful, extra-
ordinarily economically influential peo-
ple, if you want to follow the rule of
law as understood in the White Hall
or the White House, yoy are suffering
from a migplaced concept of legal
equality.

Sir, I will just say a few words
about another thing, and that is
balance of trade position. The ba-
lance of trade position, is pretty bad.
As I mentioned earlier there is a dec-
lining trend of foreign remittances angd
an upward trend of tradedeficits. Not
Gnly 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 g 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 be-
cause of but in spite of the Govern-
ment’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, evenif 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
it for four years and I have been criti-
cized 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, un-
like 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 eco-
nomy. So, there cannot a tail which
can move the whole body of the eco-
nomy. This is nobody’s proposition
and nobody’s case. But export is very
important because we are going in for
a more and more widenhing trade defi-
cit. Therefore, Sir, export or perish
means production increase should not
be conmstrued in.a very ordinary sense.
There shoulq be special planning for
export production. Export production
is not am automatic production process.
(Time bell rings.) Sir, 1 am always
cbedient 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 techno-
logy 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 com-
pete with the other countries in the
world market. Electronics is one such
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area. Angd then electronic processing
zone in Bombay, that was established
in ouy time, wag working very weil. 1
do not know why it should not be ex-
panded. Free-trading zone may be
one experiment because the first one,
the Kandla one, was ill-conceived. Sir,
a bad use of 3 good argument is no
argument against its good use. The
Kandla experiment failed; its reasons
have 1o be ascertained and then those
causes and factors removed. ‘There
can 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 ag a whole,
without unnecessarily, unwisely in-
voking the parallelism of Taiwan or
South Korea or Ceylon. We cap 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.,
elec. So, 1 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 & push to the wupward price
level. It does not mean that Sir, there
is alwayg a question of difficult and
delicate balance between controlling
money-supply without damaging ner-
ves and muscles. Exportable surplus
you produce. Surplus will not be
automatically in these countries where
the suck—in effect of the national eco-
nomy is so big that there will not be
automatic export production. That has
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to be planned. Economic production
as such logically does not entail ex-
"port production, for that is a different
sort of approach in altogether different
parameters,. but sub-parameters within
.the general parameters have to be de-
fined the general parameters have to be
defined and implemented. I would again
suggest that in addition to Economic
Coordination Commxttee
have an Export Commlttee During the
years 1974 to 1977 we had one and

you should

that was being pleolded over by the
I am quite
persuaded and absolutely convinced

then Finance Minister.

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, 1 think that while the policy
which has been formulated by Shri
Venkataraman 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 infla-
_ tion merely on this policy will not be
possible. The management of the eco-
nomy is equally important and I am
sure Shri Venkataraman and otﬁer col.
leagues will take care of it ang do the
_ needful,

- oy vl atidawT goawTsay
wgra, d wo M HeH ¥ 0gy v
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®AT ST BT AF FATAT WEAT T wwwq
# 31 AR TREL FAAT I &
AT fAgts wat st foardy ¥ qar
a9 fear &\ faard St & s ¥
Tg FE——37 fa T %1 3ar & 59t
T &Y fi-fx 316 fafwgs o
T AY @ & Ay @y §, e
qTET 31 T F FIT g 74T, WY
foa® &, v ag w7 9T, .25
S0 Y@ H AR 5 0T weldd #
|y € ) 9 awE ¥ aiwd vl im
feg 1 it Sy =t g
fae & Fw v @R, 9g 71 3@ gfvmdr
qeq BY TAHAS B FQ@ EF ?
Frgw wgtaga ? gafag & oy =g
fa T s §, A weFe faw
¢, v W YR & agw 2 A
gt T@ § g feafa @ ey Faa
a‘rfgq |

-t FIRET TN T G
Q¥ fa wqede oe wrgwes fae &0
T T 7 & wag gir snfgw | &
qrug 3@ W E, T 30 qrar § forady
a5z 9w gy §, S * 1 At
feft a@ &1 T w@aw T 91 )
grzdfaea fafauwrs mwiw T #ie-

- 2T AT AT 39 7 G E A

TIRT e, 7 AT 39T @y war
¥oowg § € foar a0 ? =i sar
T FAT-HAT A WA FT HQH I
N FT wy-F wg) frur § 7 & war
g aglgmr g, Wi Adfion am gan § 7
AT wg gAT ¢ T 30 @@ Y @il
F a2 O AW ¥ AT gMY IAT U
g 9% grifas w@ged e Hwen



</t &vunice (UINO, Z)

- [t watfwa amidame]

¥ fifeg, quad gadEREr # T
& Arfarq, g Ard $ead gmTeT MW T
FEMT IS § ) gAY w=T F AR
fa = fafaa urs arg st & woyor fzar,
gy Ft A G wfas gewre-
g & awl & &9, ngT 9} WA
&4 ¥, FEA q2@i ¥ A7 F,
F gady I arzat a7 o § fx 2w
Wi wieqaa g @at ¥ §r aar §
wq T A g Afa w7 A
W& AW W O @ # wmae genn
gt o a1 @ @ ¥ FY wiw R
gay &, Y I W1 W qgAT R
gy T & | qE feafa mor o @ &
7§08 F £O7 QM A [
¥ @ § 1\ mw wfoge #1 A,
Tdr &1 Asam, §k Ty S|
FAAT AT § gIE WQE ITHT
&1 78 & fo #1¢ Aqar gfeaw #wC
wfisy 3 F gawrad) feamlt ? @
T 7z axr-fagr & ay oy wfemea =,
a-wgrfagr g ar o wfasy 7811 a8
gi<feafa  grer mwigar @ arsATHy
¥ qud drgd ol s@h =S ¥ am
For feafa & 7€ & sg & ww
T FE Fasy §7 ugy v
e Afwe, st fadem oo sy
o, S o GEeT " ¥ oATHY @Y
wT 37 A3 A fam mime feafa
¥ aftggT & ¥ miv wwma w78y
g T gA¥ qA wwar § fw Ao
ot gra FEfaee a7 qu §, feaifes
AT & ST JTHTY FTAT §AT W%
- draomw &g Qe g ¥ v
Ay E--mifeefren oo oA ofwiz
_m% M oA @ N Fr afowar
C ¥ gw uerET ¥

o= AT #1 € I 4 & 3
g for7 savofedt & gwd SR
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WO {RAT—-S HT 1 AGT AT &
TIg W & @ F SgrEr e,
&, o vaw fag sarer 3T a8 A
£ ST X ga A ATAT TR ST aEA E
Ffea ag wingT a1 Asaw fag o,
ag WIT T @A 19T 931 HAAT HA9T
wiadr fog & fag mad & £8 qFT
agl € AT gmasT fagea e & fao
F-wIwT g AT, 99 AW F g F
FE AAT MY GRT A A E 7 ww B
79§ T0E) ¥ 3TW F AT wnAw
fArer &t fgar § W SF T @ §
e famga Tawaw @ & 0wy
e @ &7 ATy &Y Fgrr
g1 4 gmaat § & oS ot fawie
®Ead fa9 9T FWT T 9@ Y
qeqfs # S § 9 g foi §
IF F OAACIT FA AT gH FAY
g e 9T AGH GGHT | AW FEAT
g & 5 fedt W1 3w F1 awe
g & gmifas, wifas Sgwai
T T FT UF AT T @)
ag FA AT J AIAT 4 T W
T FIT F FEAWEFAT WIT ¥ GHAT
39 F FW@ w7 | wfonwa: ag g
fe 8w 1 fagrg &6 § 7 Sy
¥ aa & o &7 famior wF W
#T AR qGH AFRATE Q|

@A Il | WG FEAT WvEaT
¢ fr svafrs ifs $1 arg qor &
fog aw =war W g | a0smd
w FE H FHE F fag ome F
gara faagd AqET W £ | A rwed
& WWrd ¥ O g9, SAaT & wArd
¥ 7% guT, Ag FeAT Fa§ fAE
g1 ag faafgar ool & sz &
TATHT QT 8 ) SO T ¥ @t
ST E AT I AT P F &
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fad s IuE AT AW IT TN oMW
T AFIU I EW FY IIE F Ay
o ¥ ¥W & OF qEh F—-AF F
FITIT AT FWE AT AIIAT AT
wAIT wgAR R mfwmm A
T9 a% & v 1 oftgga o9
g AT F TR &1 NI, AE FHAT
FTT AN T KT EWT | ST g & A1
FT owiEdr & I9 F IUT AN AL
grATEal A 3w & fag &
YT FTA & A wia AW A AN
T4 & AT foRed £ atg 9 Sifwd,
Ffage a9ge 1 ara« Afad, afqge
woge At frdr g€ greedr &1 oA
F dfag, T B FEA F @EF QAT
FAML § IW A AT F AfAG I
eI I (N A I EAR L
fer 1 =w 7 w0 # F oofaw
ferfq guied 1 TFAME ANFT UFE-
9 F@T F | ;WA FET UFOE FE
ST @ &) SwAas W oAl gEl ?
Aifem #wafedl ¥ Fan feafa g ?
gmzrgeq fog &1 w9 UFGRE
FT AHT F AT FE W A ST F
faw o7 wrde AE gAr A AfFrdy
gfez @ # TEd W ) AT
gfiz ag & f& agt & Wi &1
Fr-ofdd AgT FT I F AH FD
dar saar & WA faar @ ey
agt # AT ¥ AuAT TEwE F AF
ar &% al F fqEr@ g1 &Far
¥ ag ferfy & fyw 21 97 o0q
At 7 gAaeT F2 faar A oFl T
FISTAT T AAT =T ferar, amd @n
fag & f& 3w & TOg, TAIT A
#1 foedfl awe &1 wwaT ag uge
%1 7z A% a0 feafq A€ & =Wk
zg fagd d Fgar § f& ewew &
SATY § F4T gHT, ST & ST ¥

FqT W, T@ AN TAT FEAT WA

gFe7 F ey ¥ frawa AW
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T F =AY qET & AR g ®
frzm w2fefeeswsr sAATERIE § 99
A Amme uFrerey efzfieam 1971~
72 % 1977-78 ¥ waifwa f&q 1
uq 57 AiFS ¥ I TAT WA A
g7 9 g

“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 dec-
line 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.”
arfae miFst 1 007 741 & g A
LA TV FATAT § AW TA FIFIT
FL a1 AIAEF F1 fer F q4w F
TIN FT Fz TIANT AL B 1 AR
qrE A9 ¥ Wl ¢ fF faurea &
A T W AT gEX UF H Ig
feafs awdt it fow F1 fag gar?
qmT W1 BT B o¥9 6E W ;y
faser w1 =fea @ 3g f& o waw
oo FaT w7 (0 £ it 9 ¥ oy
g faFed § S99 A7 gwiR @my
@ %, THT a0 ¥ @ g atfF amney
qeEl 9 WWH T | A qudi &
T Fad g g g & fF owq &
famisa arfemn awrdy agr afis oy
g w1 fawrd 1 4T Y IW H ot
frgge ot W) § g AT Fr
TG F@T F A W AT IAAfaw
fede o7 o1 sar 21 59 =@afew
feds & 9o W AW I FET @
fe 2w % ag gar, I H @ g,
q FgAT A2AT 2 fEw H 3w @y
gal | fegemsa gur §0 zwm g%
Ffer graT fae o @ T A9
TEgFT SR TFAF H O w@T
gl gy H gt oag g fr oy
#¥ W  fww TTFw ot o
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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, -

g & W A ;T F IF GTaAfAa
fede % frawgrgm ¥ 39 9@
frrae w1 T § oA wd wwt w4
EG fw gurd vade sifeads z4-
Aty g1 Ffesar ag g g 5 oo
TF ®1F ®T FAq 19 gIT @ W0
21 38 =15 A Fug 1 WG 20
4% a1 1 '3 90 4% E 74T T
At #g feafa ® favse § o< zafas
Tmatg F1 o=gal fega & zufad
T fy g wdl 1w ower g
gA A AW F WA AE AT @AT
qigar g & aix feardg Fady S
@ & f5 f9q % 973 390 % wias
feqfa famgdy &) sqmare AT US-
Hif7 &1 dqg g I § aga  fawsr
AT §\ AT T AT BALT IBRT
g W AN F g GART SIET
21 95 Fa% g€ A § WX TJF
I § oaq @ g, 9w 9gr g % 3m
F @ &1 wfasy @4y § =1 WA F
#T %§ 7@z FEard gl Wl A
oA WY 3 T SF AGT FLA &r
A 7 qd qreg dar g1 A
T 97 & FIOT T4 GHEATT FaT
g aqf f& o gw F fe@wd &0
FIA FAAT | oA ;T g FH ST
feafy adt 4V IMH a<s A7 § FET H
eq giaar Jgar g 1 IT "9 &
FW TF ghzAT gE A T LA
¥ gd ol dFtq Ay AT HY ) TW F
grz & qeg Gmd wT W & F &
g7 ag ag T § 5 oot fafaw
FEALNT TF T\ qiSl qF a1 H
H 9T Y qET g qAqq1 &Y AT

q
%
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SE K AT - T TUSH NA HIT AL
S A FE M g fage agt oF
FqAl FqAT gAY gAtgT F wAw AY
gligq ¥ fad @< fqa sq4r &7 9%
oW FEATT H 71T § | SEI H9AT &
qrq & fwp AT a9 N 918 § A
g7 71 fw ag fawrg 9@ F149e
FT % % fear w1 wEA ¥ OF
I WIT F HAA T FT & GAT
HIEATE | A AT e g 24 7
F AT 38 ¥ Tg GAC g 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 solg to an English dealer
more than two years ago and that
nothing had been heard about it un-
til it was learned that Mr. Gandhi
had acquireq 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 air-
plane.”

~Mr. Andersep said the Afton faci-
lity turned out 25 of the sports plan-
es 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 ‘air-
line pilots. lawyers, doctors, any-
body who can afford a rich toy’.”

¥ F WA S G| @A
AT § a8 ug ¥ & wfawre ag
ara T FF F ) e 7 S AW
§ @ udIfa ¥ W aw ¥ 9w
ag § fr gt sifas feafy &1 feear-
WA 39 F 975 g /@ ¥ g1 @
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g faw 7| &1 FTw9 99 37 3
TT qRX 30 F Ar49 § {1 qaify
it farg w2 oW wdwaifaw
gT M E S® FT o@§ § g3r
e g & fr g4y v eanare ®
FET & 39 F fay 3 AWl #7 uS-
Fifg w1 wRor A STAT 9gar g Ay
Fafad & wreAw faw grew ¥ @ad
@l A g 3% ® A Al awaar fw
fadr gfaadl <fist A1 el FW A
AT F) AGI T W F qEY WH
TEATAF G @dr 91q qFET {
fagq gl s astg § T4
afzg 1 2 lw TEF &, I 1%
¥ s TE Ag AT | IR FAC AR
T JerEAr ) zafad 4 awadar g
& wd daeq W &7 af fzur §
a oa ¥ faega wawd @0 HT Sy
afmEl AT gy Se T owr o @y
% fwad ada fagar 90 <@ g, 990-
ST F1 1F F@AT I @R 9y
feafa &Y g7 F IW 9T FT qQied
FIAT ZWIT

JegaEnd  wgled, wfgr §
faw TF-I FRUT IF QX FET

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.

Tfga gt & $ro AR TS &7
A ITA T IAF Tgq ARAA R
5 278 a< fagr .

“Behind itg impressive parliamen.
tary facade. India is still very far
from being controlleq by the majo-
rity of its people, or even from hav-
ing its policy devised as to the in-
terest of the masses.”
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7 ZEIFA gL wfaw e a7 &
AR T T gW AW wWiE &g
TG af@@ #owErar wE Q@
fee dor Fwfasw & IR F gw am
VAIRT IFAIT A FT qEA | AT @Y
F8 FX A HIAT arq wud FIqT

g

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

It is not secret, Sir, that the party
which runs the Government, today—

' whatever that Government is—won the

electiong on the basis of two planks—
of fighting inflation and restoring law
and crder. The earlier Government
were condemned for having been un-
able to protect the common man’s in-
terest which were being eroded be-
cause of uncontrolled price rise. What
is the picture, Sir, even during this
limited period of the experience we
have had since the budget was presen-
ted? 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 fol-
lowed 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 brice rise was 27.6
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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—é.e., about 3 point a month.
But during the period of this Govern-
ment’s and this budget’s domain, in
the rule of the ‘dynamic Government’,
“he Government which works’ or the
Government which knows how to run
the country, the increase is 4 points
a month. 1 have got all the figures
which I do not 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 hust-
ings hag belied the expectations of the
people and people never expected that
this disillusionment would come so
soon.

Then the second plank was the
law and crder situation. The lesg 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 Gov-
ernment do not know what to¢ do
about it. I, Sir, have never experien-
ced or heard of a situation like the
one we were in this morning, when
the issue was raiged. The Home Minis-
ter of the Central Government made
a statement which was in direct con-
tradiction 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 or
regrets if he 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 tempo-
rary 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 conti-
nue 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 follow.
ing message received from the Lok

Sabha signed by the Secretary of the
Lok Sabha:

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

Sir, I lay the Rill on the Table.

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

The House then adjourned
at two minutes past six of the
clock till eleven of the clock

on Tuesday, the 5th August,
1980.



