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[Shri R. K. Khadilkar]
because of the fact that the Government
has considered it its duty and we have
dischaiged this as far as possible within
our means. So, 1 would assure him that
we do nou look at them from any other
angle,

[Mr. Deputy Chairman in the Chair]

REFERENCE TO CIRCULATION OF
THE REPORT OF THE PAY COM-
MITTEE FOR TIIE PARLIAMENT SEC-
RETARIATES TO THE MEMBERS.

DR. K. MATHEW KURIAN (Kaalay:
Sir, on a point of oider. Before we go on
to the next item on the agenda, T would
like to make a submission . . .

MR. DEPUTY CHAIRMAN: No, pleasc.
Yon cannot 1aise anvthing now.

DR. K. MATHFW KURIAN: Sir, some
time back, we discussed a Private Member's
Resolution on the pay scales and allowances
and the savice conditions of the Rajya
Sabha Secictariat staff. T understand  that
the Pay Committee has gone into this mat-
ter and a Rceport has been submitted. 1
would, thercfore, requesi the Government,
through you, Sir. to allow this matter to be
discussed . . .

MR. DEPUTY CHAIRMAN: Mr. Kurian,
vou cannot raise this now. It is absolutels
out of order.

DR. K. MATHEW KURIAN: At least the
Report can bhe circulated to the Members
so that we will know what it is and we will
have an opportunity to discuss it.

MR. DEPUTY CHAIRMAN: This can-
not be allowed.

SHRI KALYAN ROY (West Bengal): Sir,
I agree with you that this cannot be raised
now. And 1 also do not want to force it
on you. But T would say that at least the
Report can be circulated to us.

MR. DEPUTY CHAIRMAN:
We go on to the next item.

All right.
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THE INTEREST TAX BILL, 1974

THE MINISTER OF STATE IN THE_
MINISTRY OF TFINANCE (SHRI K. R.
GANESH): Sir, I beg to move:

‘““That the Bill to impose a special tax
on mterest m certain cases, as passed by
the Lok Sabha, be taken into consideira-
tion.”

Sir, this Bill seeks to levy a special tax
on the total amount of interest reccived by
the State Bank. the nationalised banks and
by the other  schedulod loans
and advances made by them in India. The
proposed levy is a part of the various
antt-inflationary measures taken by the Gov-
crnment m 1ecent months, The banks would
be oapected to reimbuise themsclies to the
extent necessary by making appropriaie ad
jusrments in the interest rates charged {rom
bonowers. It is expected to result in an
increase of about one per cent in the cost
of borrowings from the scheduled banks.
Tt is estimated that the proposed measate
will yicld about Rs. 60 ciores in a full
veu and Reo 25 crores during the current
financial yem. The proposed tax will thus
have both @ monctary and fiscal impact in-
asmuch as u o will purpose  of
raising the ost of bortowed funds and of
supplementing Government  1evcenucs,

hanks on

serve  the

The proposed tax, to be known as “‘inte-
vest-tax”, will be levied at the iate of 7
per cent on the amount of the chargeable
interest. Foy the puipose of the levy, interest
will joddude commitment chaiges on the un-
utiliscd portion of any credit sanctioned for
being availed of in India, as also discounts
an promissory notes o1 bills of exchange
driwn ot made 1n India. Discounts on
veasurv bills will, however, be outside tpe
scope of the levy. Interest on Government
sccurities and on debentures or other secn-
tities issued by local authorities, companics
or statutorv cotporations has also been ex-
empted from the proposed levy. Interest
received on loans and advances made by a
scheduled hank to other scheduled banks
will not be chargeable to tax. This ex-
emption is being allowed because such loans
and advances reptesent temporary accom-
modation granted by one bank to another
and interest received bv the borrowing
bank fiom its constituents will, in any
cvent, be chargeable to tax in its
hands.

own
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Interest-tax will be levied on interest ac-
cruing to scheduled banks in any account
vear relevant to the assessment vear 1975-
76 and subsequent assessment years. Interest
accruing up to 31st July, 1974, that is, the
date on which announcement regarding the
proposed Icvy was made by the Finance
Minister in the Lok Sabha, will not be in-
cuded in the tax base. Any had debt in
respect ol interest charged to the interest-
tax 1 any earlict vear will be deducted in
computing the chargeable interest. Intcrest-
tax paid Dby scheduled Dbanks will be de-
ducted in computing the taxable income
under the Income-tax Act.

Interest-tax will be pavable in advance
in two half-veaily instalments on 15th Scp-
tember and 15th March of the financial
year immediately preceding the assessment
year. The scheduled banks will be required
to furnish before cach of the due dates an
estimate of the chargeable interest accruing
in the relevant period and the interest-tax
payable by them in advance. The Bill pro-
vides for the imposition of a penalty in
cases where interest-tax paid in advance
falls short of 85 per cent of the interest-tax
assesscd on regular assessment. The penalty
shall not be less than 10 per cent and may
extend to one and one-half times the amount
by which the interest-tax paid in advance
falls short of 85 per cent of the tax deter-
mined on regular assessment Tn cases where
interest-tax is not paid in advance, the
penaltv leviable will vary from 10 per cent
to onc and one-half times of 85 per cent
of the interest-tax determined on assessment.

The new levy will be administered hy
the Income-tax Department. The provisions
in the Bill for payment of interest-tax on
self-assessment, regular assessment and re-
assessment, as also for appeals, rectification
of mistakes, etc., are broadly on the lines
of the corresponding provisions in the In-
come-tax Act, 1961, and the Companies
(Profits) Surtax Act, 1964. Arrcais of in-
terest-tax and of penalties imposed under
the Bill will be recoverable in the same

manner as arrcarts of income-tax.

The Bill also secks to amend the Cential
Boards of Revenuc Act, 1965. to provide
that interest-tax imposed under the Bill
will be regarded as a ‘“‘direct tax’ for the
purposes of that enactment. This will cnable
the administration of the new levy by the
Central Board of Direct Taxes.

]
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$i1, the Bill being part of the anti-infla-
tionarv package, I am confident it will
receive the support of the Housc.

With these obsarvations, Sir, T move.

The question was proposed.

SHRI MAHAVIR TYAGI (Uttar Pia-
deshy: I want to seck a clarification . . .

MR. DEPUTY CHATRMAN: No, not
at this stage.
(Inicrruptions)
SHRI MAHAVIR TYAGI: Do you mean

to sav that 1 can't ask for a clarification
at this stage? . . .

MR. DEPUTY CHAIRMAN: No, not at
this stage . . . (Interruplions). All this will
be discussed . . .

SHRI MAHAVIR TYAGI: No, I will. ..

MR. DEPUTY CHAIRMAN: No. I have

made it clear so many times ... (Interrup-
tions). Mr. Kalvan Roy.
(Interruptions)
SHRI MAHAVIR TYAGL: I want to

know whether the incidence of this tax
will fall on the banks or will it be trans-

ferred to the persons who horrow . .
(Intcrruptions)
MR. DEPUTY CHAIRMAN: No ques-

tion will be answered now. Tt cannot he

replied . . .(Interruption).

SHRI MAHAVIR TYAGL: I am sonty

for your inefficiency . .

[At this stage, the hon. Member left the
chamber.]

MR. DEPUTY CHAIRMAN: Yes, Mr.
Kalvan  Rov tInterruptionsy. It has
become a wrong practice. T cannot allow
it. If he does it, other Members will also
ask questions  from the Minister. Then
what is the meaning of this discussion in the
House? . . . (Interruptions).

SHRI KAT.YAN ROY (West Bengal): Sir,
I am starting at an unfortunate moment . .

(Interruptions)
Sir, it is supposed to be a package Bill
or a part of a package deal. But T must

say that it is not a package Bill: it is a
shady deal. denying the benefits to the

4
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[Shri Kalvan Roy]

workers at a time when prices aie rising
and unemployment 1s rampant through-
out the country.

Now, in relation to the banks, may I
draw my friend, Mr. Ganesh's attention
to what is happening n banks, particularly
in the Reserve Bank? The Reserve Bank
is run by the most unashamned leaders o
the monopoly capital and black marketeers,
leading to the cornering and hoaiding ol
commodities and thereby creating scaran
and rising prices. And this is the regular
business of the Reserve Bank of India,
And the nationalisation of commaeiciui
banks has not improved the situation The
whole tragedv is we are talking about
banks, but the experience after takeover
is the Reserve Bank of India and the
commercial banks, dominated by the ad-
visers of the monopoly houses, arc con-
sistently and planfully using the social
money, that is, bank deposits, to cnrich
the big bourgeoisie, kulak groups of the
Congress and the ministerial circles and
bureaucrats, by giving liberal finances to
all of them beginning only, of course, with
big business. T could not resist the temp-
tation of quoting from the ‘lconomic
Times’ which appeared on the lst June,

1974 which states: ‘Indced there s a
concern in New Delhi over the fact that

the Reserve Bank in the name of monetary
restraint has fostered monetary inllation to
a point where bank credit to commercial
sector at Rs. 9376 crores on May 10, cx-
ceeded now bank cedit to the Govern-
ment sector  which stood at  Rs. 9013
crores. The Reserve Bank  boosted bank
credit to the commercial sector with liberal
accommodation  to the banking  svstem.
This was tantamount to  deficit finane-
ing of the privatc sector., And what is
the 1esult of this®> The result of this is
further rise in prices. And the Govein-
ment came out with an attack on  Wagces
So, Mr. Ganesh. it is not a question of
mobilising or mopping their interest. The
real remedv is to have a frank probhe
into the working of the nationalised hanks,
particularly  into the functioning of the
Reserve Bank, and sack this paid-agent of
the monopolv, the present Governor of the
Reserve Bank. 1 would draw the atten-
tion of the Finance Minister, through vou,
Sir, 1o the report which came in the ‘States-

man’, an organ of the monopoly houses,
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where it points out, that all this talk of
Mr. Ganesh and Mr. Chavan of a close
scrutiny of the fifty biggest accounts in
each of the nationalised banks is a hum-
bug. When the Government is talking
ahout credit squeeze, the Dcputv Governor
of the Reserve Bank has written a letrer
to the Custodians of the commercial banks
and heure he has mentioned-—I quote from
the  letter—regarding  the  question of
horrowing from the banks. He savs,
“Your bank may alreadv be having a
procedure for achieving the above objec-
tive . What is thc objective?  The
objective is to properly <ee that credit is
properly utilised. In other words before
a credit is given there should be a “‘close
cueful serutiny of inventories. raw mate-
rials, stocks in processing, finished pro-
ducts and stores, ete. ete.”” But in fact *‘it
is known in the financial circles that no
such procedure exists in any of the
nationalised banks and the Reserve Bank
is not unaware of 1t.”” Knowing that there
is no procedure of that type and the bank
credit is given to the monopoly circles
without proper inventory  studv, this
Deputy Governor of the Reserve Bank is
trying to salotage the entire credit squecre
policx.  As a 1esult,—I am quoting from
the ‘Statesman’ of September 3, 1974—-
“During the year from June, 1973 to June,
1974 the Reserve Bank authorised credit
limits under its credit anthorisation scheme
of an additional Rs. 830 crores which was
much more than in the immediately pre-
ceding cortesponding period.””  *“Thus ac-
cording to the financial circles the Reserve
Bank and the managements of the nationa-
lised banks have shown no concern for the
rapidly rising credit.”” This is the unfortu-
nate performance of the Resetve Bank., What
I submit to vou is if you want to do some-
thing, not restructuring the economy, not
changing the entire banking structure, but
a thorough probe into the working of the
Reserve Bank and the nationalised Dbanks.
I was reading a pamphlet by Mr, H.V.R.
Iyengar, ‘““Whither Reserve Bank”’. He
says, ““There 1s a greal tendency in India
o treat the opcrations of the Reserve Bank
as  mysterious o be  discussed o public
only at peril.” That is the view, (he
Reserve Bank’< activities are to be shroud-
ed in msterv: it is an enigma  We
know what the Reserve Bank has done
when the Birlas hought a few vears before
a 1 million £ withoui any regard for the



33 Interest Tax [10 SEP.
Reserve Bank. And the Reserve Bank

said, “Tt is all right. vou go ahead.”

Later on, it was discovered by the CBI
that the deal was o shady deal. This is
the role of the Reserve Bank since inde-
pendence, to help the hourgeoisic. to hclp
the monopoly and to sabotage the credit
squeeze. And what has the T'inance Minis-
te: don ®  Only taking some intercst to
see that bank credit squeeze will be able
to even paitially solve the inflation? If
his wagefreeze going to solve inflation be-
cause there is already talk ahcut market
recession?

Lastly, Sir, what is the role of the banks®
I will point out only one hank, the United
Commercial Bank which is one of the big
five. Sir, I am quoting from the Bulletin,
published by the Congress Economic Coun-
cil—Bulletin No. 6—where it was stated:

“The total advance of the United
Commercial Bank, as per its Ralance
Sheet for the year ended 31st December,
1972, amounted to about Rs. 217 crores
...... It has heen seen that to ten mono-
poly houses, the Bank has made advances
to the extent of Rs. 91 crores.””

This is the performance of the Bank,
Bank after Bank. they have particularly
given not only to speculators and hoarders
but to the big monopoly houses so that
their tentacles over the economy become
firmer and stronger. I will point out an-
other sordid episode of the Uniled Com-
mercial Bank. These are not the publica-
tions by any leftist  journal or by the
Communist journal. This is the journal
published again by the Congress Economic
Council. This is Bulletin No. 7. I will
just read only to show how the banks
are functioning. This is about the sordid
performance of Mr. Desai, the Custodian
of the United Commercial Bank. Sir,
would the Minister finish his private dis-
cussion?

SHRI K. R. GANESH: I am listening.

SHRI KALYAN ROY: I do not know,
perhaps, he has got sympathy for Mr.
Desai and he does net want to hear me
criticizing Mr. Desai.

MR. DEPUTY CHAIRMAN:
attuned to you.

3—12 RSS/ND/74
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SHRI KALYAN ROY: Sir, so long as
you are listening to me, I am happy. I
do not care whether the Minister listens
to me or not. In fact. he is helpless. He

cannot do anything at all in that post

Sir, I am quoting from Builetin No. 7
of the Congress Fconomic Council about
the sordid performance of Mr. Desai, who
is Custodian of the United Commercial
Bank. What has he done? Our comrade
from Haryana may please listen. Sir, it
is said here, and I quote:’

“In Aurangabad (Maharashtra) Branch
of the United Commercial Bank, it 1s
reported that agricultural advances to
the extent of Rs. 60.81 lakhs had gone
completely bad. It is alleged that the
Branch Manager, who was occupying the
post for a number of years, made ad-
vances to non-existing farmers for our-
chase of pumpscts and other agricultural
inputs, in conspiracy with some bhogus
dealers of pumpsets. It is also alleged
that the loan applications were collected
by these dealers and even sced/margin
money were deposited by the dealers for
account of the supposed loances. The
Branch was not inspected before Novem-
ber, 1970 and no action was taken against
the Manager even for persistent breaches
of Head Officc  instructions. He was
suspended only in July, 1973, though the
irregularities were being committed since
1969. On pressure being put by the
Board, the case was half-heartedly re-
ferred to the CBI  only in November,
1973, but the CBI refused to investigate
due to procedural defects and the Bank
Management had been asked to resub-
mit the case to the CBI after giving all
the relevant information and details.
Latest inspection of the Branch reveals
that practically the entire amount of
advance of Rs. 60.81 lakhs is irrecovera-
ble.”

Sir, I woud request Mr. Ganesh to probe
deeply into this matter and punish the
guilty persons. Would he also see how
Rs. 5 lakhs was advanced to a non-
existent forest company in Jammu and
Kashmir by Mr. Desai, the Custodian of
the United Commercial Bank? This is
how the banks are operating. As I have
already pointed out, out of a deposit of Rs.77
crores of the United Commercial Bank in
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[Shri Kalyan Rov]

West Bengal, Rs. 62 crores werc given as
loan. Out of Rs. 62 crores, Rs. 61 crores
were given to the monopoly houses. Out
of Rs. 217 crores up till now, an amount
of Rs. 200 crores has been given to the
monopoly  houses. Either (hey give to
monopoly houses, and if the monopoiy
houses are not available, they set up dum-
mies, non-existent farmers, non-existent
cultivators, and thev  misappropriate the
money.

Sir, these are the sordid things which are
going on in the entire nationalised sector
of the banks. This aspect was e¢ven rcpea-
tedly pointed out in the All India Bank
Employees’  Association conference wheie
they said: Please take steps; please stop
credit. Even the Statesman has pointed
out that the Deputy Governor of the Re-
serve Bank is directly sabotaging the credit
squeeze policy and after the credit squecre
policy was announced more credit has been
advanced than before this policy came into
force.

Sir, I would like Mr. Ganesh to—

(1) start a probe into the functioning of
the Reserve Bank of India;

(2) sack the present  Governor Dbecause
no probe would be fair so long as he is
there;

(3) inquire as to how the letter was
issued by the Deputy Governor of the Re-
serve Bank to the various banks; and

(4) find out what is the present position
of the credit squeeze and how to improve
the functioning of nationalised banks in
co-operation with the representatives of the
workers.

st @ard fag fedtfemr  (wew
W) AEL, TE FOAME 4T
@, Agme W qfs, 99 F dem
F FH FET, FTA gq g7 fAgey
FCT, WS di&l 97 F 0T,
W I F FET T T A
¥ amg T5I¥ E, SO F omyw W
gk amiy faemd o faw fadas
L
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st U W FIAT 9T FY

T HATR ?

Nt gad fag femfear: o
o "fd #R Sted FaY w1 @ 7
M A% F T H FIW W AR
mEd § ISy §, I§ Sgar ¥ 9
faer fatgs @t w8 & = @
T gAY W § WY [wgad aFw
3, W TEXE ¥ g Sy =
gial & SEF SAT 7 WIHE AT
gag AW W g WY, § s
FEH AT FANIG HLAT A1 AR
AT ST T 9N QT
ggwrdt & q¥ g1 arear g, SEH
o7 MAL FT eAM FFOA  FAT
SEAT Z 1 WAL THAT YT A UH>-
=aw wgwm a4 g & g
ar gawr w15 fremma ad i,
and @FT aferm I ' S
gAY M & S ®IZ HIW AR
gufy & frmwm o § IA 9w g
T

far 9w 3w § Wy W OR
fg wgmre ¥ & @ gfe &1 TF
AL e AE R QE A
qar @ga gu wry &r ferfq Ay
Tx g, afFr @ FgF ¥ oM
# owgmi W@y arer g s &
TETEAT 97 3Fg & weEawq (EA
F, FEFTT TR F, AT SAS A
g7 At I qedr B, T OH SAEr
s 2y Fy feafr fafgT & aFd)
g1 o oag @ fafy #@1 &
frgfor g, saa feamt Fr foesa
A f sgET "7 s WY gl

frafs &Y g FEg WA W

aAd faw et S &1 eww #
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qiFe FLAT Agar g1 @ fam
* Fore AT HIT 9 F ;I
Aadim gdr St #F e Ay
AEAT ) FA A F FF Al
@ g fead s deee qaw g,
IT qF ET KT WET IV 7
sfaa @A A WX A3
T F S IEA-TR & agEd
(wfasrg) dJaq &, F AT wfva §
FeATU qFF &7 K g @, IAN
Aoeq IHTT §  TAETOT WEATU
dxa g1 fymr ww ax faemeado
dew FrArifes d¥ g1 Im9-
=FGT A gFEA 9" §, ST
grevy feeg)  aafagar & adl guar
g, IHT gegg foe F wEHTQ
90 §, Hew MUl d49 §,
IFT IAET gERY WAl g1 ded
FHMUET GG | A@ HOACAAT
FEARTG HEATHT 1 FA FAT &
fae o &7 & wrEAdy Fwmerfea
amEfzar S g ¥ fFuA £ ®EAw
FET §, TAT @Al F FW § ALA
g % fag T @dl ¥ gay
F oagd gera ¥ fagy gaey
T fadzw @ fF forgdes d% &
T T ST F,  GEH
d%1 &1 @ TAr § IART T Ui
amr § gfafag adr fear S
9 graed ¥ UF ATEE0 G A7 Al
frg & dwga @ g o1 F faega
YIIET 1 XW WA A A aEr
w3 fv fosges a1 w1 gl
¥ wremfzy G/ & gimfEa [
tsqr JTT FAF AT Bl AT AATT
9 & SUY U8 ;e W@ g F
qa7 oF frgges 4% o< fugses
&F ¥ wgamm FT@ &, A SHW
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AIYE § SUTTSAT ST FT WA
Y 2FE AE @It AW a8 gAe
g fF o AgErd 49 F foen-
I GEFTAL @I ST ey WY
qATAN gl 8, I X Wi W
FE WIEI JTT) AIT ¥ 4

g AT HAE F1 gRe
£790 gFAg & g1 ar Fars 5 o
qar qagw F7 faar oy frogsaes
FHMICT 70 U1 Jrgd Fada
¥ T TET aI@g & grT @
REIAT g1l &, 39 aT Iy@ Ad
A TE | IW AR FE AT
framt &Y mawer ww T 2 fF
EGCHEE (e B N O 0 ot
YT AT GT g FATT F1 AAAT
g1 39 mwEYT ¥ gz A1 FEAT
Trgar g & #almaa v ar dmwar-
373 d% 7 FF =T ¥ AR
BT amefer 996 w0 A -
aiifes d5w ¥ smamm W aTH
7T g1 sAE Fwowr gg g fE
1 Framifes @ w1 w09 w07
9y 9Ee IHITTAZ faw uAaea-
feem &1 wag &3 F fqu gan
¥ wafs sax faoda s Awgamsse
rq & 3 Fwimgs dE gEE
Fod 3 BET JIHT TFHT FEAYG
F fog @dt @ @ g1 wEfAw
RU A GO S B ¢ S b |
gt BT ST snge . 39 Q970 #®;T
oF & Al H T@Ar ar @Al &
FIX TF TFT FT FT FAAT FET
fFlt Y g Ffagam wifas
sgger H 3FEd A&y & @eAT)
digges W AR e wmies
g5 F Mg e F IO F
arR ¥ g % gw Ifear F
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[ war$ fag famifear]

ST SEEET g gar S arsens
& SUET WMT F FAAF Har Soar
ST FTRTOT FTAT ATGATE | FEAET:
IET SEETS 7 OET bR § g
wgar § fF dT wmifer W
F ST AW gar g, I9d ¥ 25
TR FERIIE g wWEEd a
we & faur swm FAr gaT
MF AATET 15 HEE TSI
efgargaom w2 & 90w HAT
wfqard 21

@E qg oWy nafaq wA
F wfa@aar ggaTd IR & AR
FHAMNGT 1 FAG IT FT B
§.3 TwEz @77 fzar Smr s
T#E & gRT atadl gt WIS §v
HASAT § T2 FIWMET 999 %1 SAY
g &1 fageo (w90 S wsdr g,
afFT g 7g 9w @z FenaefEs
9 F FAT AN AT AT ST A(AAH
A ¥, 199 UFE FT, IEFT 1A
g g R UF AR wEaqy
e fgsreeir q@ A8 g & S0
AT T ¥ SEH ¥ 5 TREe
fefides faas oft wawgiesd § IT&7
T anfert g1 TAH AAEr #ee
9§ Te waNALE ¥ g, e
Fomifed 99 F & W @
FrOfeq gWAEATE F 1w
T FmRfEs 3 #T 5 T@Ee
fefiSs =z & @y & & ar
qgaaT &1 UHr geT § O§ fadew
FAT AR g fF OUF ST F I
FTFEA FT H @Y § AT BF
EE B o G > - G
e TaNded F §, S o faewr
1 WY AT AW FIA § A AEFETA

&
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d7 F ®IW T QA N AT IW
framt v wfys 7gg 3§ SyEw
PRI g1 =T T I wfawav
Fy wr dEmETe sEd & fag @
gar & wfaw W wwEEF
frdzs & & 39 9w 9z aesfeAr
¥ fa=re fer w@ @ QEr 9rE-
g FI, FAE 4 R AT FATSH 5 A,
fima @ fagas «1 wyaE @€z
Fifey 99 F Fuw fEy gw™
79T

nd 9 7 o3g A g fRemar
FEaT § & oww o1 sAew i
0F §, 94 TE™E d GFT
AfewT  (§%) 1 g¥w var w@r
g SAF I AT W qEE AT
af g UHE gEw W og@w -
oM wEqifad & fe fama agwrd
IF A TATH F FAC A AT
T owF a9 fafawar av @y g
EEIT WEEIET FFgET 9 A
fratfe s & fauda &0 & @
g FEmRfey 99 F¥ FHATA! FT
feam feaml 1 %o 37 71 399
A% I & wafEg ot f18
stfear adr | T 39 A a=
77 ¥y fa=A F fF uF gEEaw
F geT UHA ¥ TAFW  a9d  §
mSeE R WiT gEl gEgw "
IAFT TARA  F FAL AW Al
a1 wgr § fomEr fF afomw 7 @
framt F1 & WwTaE 9T WA
43 WEuW e FEmaifed 99
F g & fEEr wEro&v o o3wer
neEme fore @7 @ Fow
frarl @1 St T W T AU
FEfes F1 W 9T @ § O3



41 Interest Tax

F g9d IAFT 14 ¥ 15 9TEe
T Fr T gAY wEEled
gfrem &1 AR &&d dmfet
d7g &t g gy famEr 9%

wiias §1F g GET AL SAET
3ITF 97 3§ gfg F AT HES FE0
g uF fawOd  wART g €SI
MT F G T FAT &G
T =wifzm) WEWE AT FW O FIA
& fag, I & a9 F FH FC
* fau waew F79 SoId W@ E,
afFa gw fgor @ uF wEW IIT
g Suk iy & WUET @ FA
gar grar 2 & faes Fror ggard
FFE & I SRR FIA ATl T
AT ¥R & wiady Wi wTatw a6d
g T Soew #1 T ¥ OwFEE
ur g1 wEET & gfagr @4
F g g dgd @RI FIA g,
REE L G C T L Gl G o
@y §, AfPT IWF AE W AR
o F FEE glEurdl & AT
§ dfag @ ST g TR 9g
#1 gfe & g7 Few T § At
T WFT F  WIRAA FEA
FA AWTH ST T @O FY
g g\ gafag & wWAg "
St § RO weEl HOAmg e fE
o9 3H 9 AT ¥ e &Y
fr #% w2 fFfam &1 =R ¥
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W fagm ¥ 99 ¥ g W@ W
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G C R S Sl G
F W g WAAT AASHE  FI
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T FTOT § FHOET Ja@ Fi
ggfeaad 34 % faU w@gm 3T «
feasa ol g, & @ 28
vara fagaw am gy % &g W
T &1 S0 afaE g S9EE wed
s wee G f famy w@Em
Frmadfea Jaw wiaw 7 3 fqam
m gWE ¥ Aafwa RIS
fraet & dqar FEHFQ AR
F fgd ¥ 78 I g iR uay
fasToi g1 aeang |

SHRI G. LAKSHMANAN (Tamil Nadu):
Sir, I oppose this Bill for the 1cason that
it is again encroaching on tnc rights of
the State Government to have resources
tapped. But in every case, the Cential
Government taps its resources and as my
predecessor spoke just now with regard to
these co-operative banks, the Central Goi-
ernment will get a lot of income through
these co-operative banks and t(hrough this
Bill. It is another thing thai the State
resources are again coming back fo  the
Central  Government. Sir, I also request
that the State co-operative banks must be
exempted but in order to make good that
amount, I give certain suggestions for the
consideration of this House.

Sir, there are moneylenders in this coun-
try. From which source they get their
money, the Government of India or an:-
body else does not know. For nstance,
Sir, there are kinds of moneylenders called
Pathans or kabuliwalas. They are in
thousands in this contry. Thes aic 1espon-
sible for the salaried employces bhccoming
insolvent in this countrs. Whatever ou
might pay them, they are not able (o
make their both ends meet because they
are involved with these Pathans who are
more or less blnod-suckers. Thev are from
Kabul, from Paxistan and other piaces. In
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our country only these foreigners are allowed
and they are dealing with money n this
country.

It cannot happen in any other country
but in this country it happens. They are
definitely not citizens of India. From
which source or through which route they
enter into our country the Goverument of
India do not know. And these pcople
a1¢ doing very good business i moneylend-
ing. Without any mortgage or anything
they give money and they are tuking 100
per cent interest from the salaried emplo-
yees. If he gives Rs 100 he takes a pro-
note for Rs. 400, not ecven Rs. 400 but
Rs. 500 and takes about Rs. 25 as interest
in the fust instance and then cvay month
this loanee must pay an interest of Rs.
10 for every Rs. 100. This is what is
taking place now. Either these people
must not be allowed to be moncylenders
in this country or they must be taxcd
heavily.  The Income-tax Dcpartment
should give them a printed receipt book
and in that 1cceipt only they must wiite
the promissory notes. IF they  wrile on
any other paper, not signed by the Income-
tax Office that should not hc considered
as a valid document, as far as the court
is conccrned.  As I said these people should
be taxed heavily; I do not hnow but the
Government of India
touch them. We do not
Wherefrom they get money, we do not
know. Sir, 1 saw in yesterday’s papers
that the Commerce Ministry in 1972-73 and
1973-74 has issued cvery year 1,10,000 per-
mits and licences of the value of Rs. 1860
crores and the nest year the salue has
gone up to Rs 2333 crorcs. All this money
is converted into black money and it s
from the black-moneyed people that these
moneylenders get  noney for carrying on
their business. These people are therefore
actually the blood-suckers of the ordinary
people of (his country. That is vhy our
country in spite of four o: live live Year
Plans is not able to go forward; our wealth
has not increased, our per capita income
has not increased. This is how these blood-
suckers and the black-moneyed people are
playing with the lives of the nation. Therc-
fore unless we put an wnd 1o thiv black
money and see that the black-moneved
people are not allowed to use that money
for such purposes, for giving it to the

will not go and
know the reason
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moneylenders who give loans to the ordi-
nary people at a very hcavy rate of in-
terest, these moneylenders will go on des-
troying the decent life of cvery national
in this country.

Similatly, hundis and other things also,
I hope, will be covered by this nicasure.
A big racket is going on in the name of
hundis. All the people who large
amounts as interest  fiom these hundis
must be taxed. Then therc are the pawn-
brokers. Pawnbrokers are the most danger-
ous people. They may belong to any
State and they may have their business
in any place and they earn a lot out of
their busincss. When one goes and mort-
gages a gold ornament with them, 1t never
returns back. The poor pceople aie not
ablec to pay the heavy interest—it may be
12 per cent; even that they are not able
to pay—and in the long run that gold
ornament goes into the hands of the people
who smuggle gold and ultimately it is
taken away by the  smugglers (0 some
other country. So from the way it came
it is taken back, Therefore these pawn-
brokers must also he taxed heavily. What-
ever rule or legislation you make they will
circumvent it fo see that they do not
w pay any income-tax. For this
also [ would suggest receipt books being
issued Dby the Income-tax Department and
only transactions done through such recei-
pts should be considered as alid. That
will help you to find out how much busi-
ness they do and what they earn. Other-
wise they will have some book printcd
some press and they will say that these
are the only things that we have got aud
therefore we are not liable to pav tax

carn

have

The sourcc of black money should he
tackled. Unless and until we put an
end to black money, any legislation that is
brought forward will have no eflect on
the people of this country, and the country
will go o dogs. last night till twelve o
clock we were dealing only with the licence
deal. Therefore, the 1,10,000 licences and
permits to the value of Rs. 2000 crores or
Rs. 2500 crores must be completely stopped.
It should not be given to the private owners,
Import and export licences must be grven

cither to  co-operative  societics or o

national  undertakings. Unless and until
this is stopped, democracy will fail in this
country It will ot take cven two o
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three vears. We are going tery rapidlv
towards ruination. Thcrefore, any legis-
lation that is brought forward will have no
cffect, unless and until thic black maney
is found out. Even when I spoke first,
in my maiden specech, I said there were two
Finance Ministers in this country.
Mr. Chavan and the other is Mr.
money. The Government of India knows
from where black money comes. Yester-
day I read an article saving that in Madras
every day Rs. 25 lakhs worth of black
money is being handled by the foreign cx-
change people  defrauding the country.
Thev get receipts from foreign countries
and then the money is given There aie
gangs working in this. The Government
of India knows it, but they will not take
action against them. Therefore, I would
appcal to the hon. Minister of State for
Finance, Mr. Ganesh,’ who is a progres-
sive. Of course, he was a progressive pre-
viously, but I do not know whether he is
a  progressive now or not. However, if
he makes some atiempt and if he 1s not
worried about his post of  Minister of
State for Finance, he can definitelv take
some action. Therefore, I would appeal
to the hon, Minister to find out the source
of black money and put an end to it
Then, the other people, whom 1 have
mentioned, should also be taxed. if they
are not coming within the pumview of this

Bili
Thank son.

One 1s
Black
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AT ST wE TN & 4% gE A
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SHRI R. K. MISHRA (Rajasthan): Mr.
Deputy Chairman, Sir, I am 1ather sur-
prised to hear tome of the Members here
pleading that the burden of tax on intercsts
should not pass on to the horrowers fiom
the hank. We have heard in this House
lot of criticism that most of the bank
loans have been given to the affluent sec-
tion of the society. I do not know why
some of the Members are so worried if the
burden passes on to that section of the
borrower. It would be more proper to
suggest that the Government should act
in a manner that if the banking svstem
reallv advances loans to the weaker scc-
tionst of the socictv, which it has failed
to do in an adequate measure so far, only
to that extent some protection should be
given to them. It would be absolutely
wrong, to plead in a blankct manner for
all borrowers; most of whom are affluent.
In fact it is necessarv that thic clement of
subojdy which s inherent in the cheap
rate at which bank credit is advanced to
the affluent section of the society includ-
ing affluent section of agriculturists should

go. Naturally consideration, protection or
. N

/
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subsidy should be
smaller and marginal farmer.
be given some relief.

given to the weaker,
They should

I would like to draw the attention of
the Finance Minister to a strange instruc-
tion which the Reserve Bank of India has
issued in interpreting or misinterpreting
the Employees’ Additional Emoluments
Ordinance on 27-8-1974. The Reserve Bank
management issued to its various branch
offices instructions about certain allowances
which the employees arc peiting in terms
of an agrcement which was enteted into
in 1970. In 1970 there was a hilateral
agreement between the employees and the
Reserve Bank management gnd they are
getting these allowances under fl:at agiee-
ment. The Reserve Bank  managemnt
issued orders that payments accruing by
way of several of these allowances should
be impounded. For example, in terms of
the bipartite agreement dated 7-10-70 cmp-
loyees are entitled to regular increments
in the time scale on their graduation, if
they become graduate, or on passing the
banking diploma course. Evidently these
are not new increascs. But the Reserve
Bank has interpreted that this should also
be brought under the ambit of the impound-
ing Ordinance which has
placed by the Act.

now heen re-

“imilarly, cmployees are entitled to dis-
bursement of convevance allowance. charge
for going out of office on bank duty. This
is called conveyance allowance. The Re-
serve Bank has issued orders that 50 per
cent of it should also be impounded. Mr.
Deputy Chairman, the employees of the
Reserve Bank get family allowance as a
part of their regular :alary when they
complete five years service according to
that agreement. Many are due to get that
allowance. But you will be surprised to
know that now under these instructions
issued on the 28th August 1974 even this
allowance will also be impounded. Simi-
larly, the local allowances will also be
affected. T will request the Minister of
Finance to note that this instruction says
that:—

‘*Additional wages/dearness allowance
payable to Badli/daily wage, mazdoors
may be deducted as per the Ordinance.”

This will also be covered. Now suppose
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a sweeper is absent on a Sunday and a
temporary sweeper is employed to work
in the department on that Sunday. Fifty
per cent. of that payment will also be
impounded. This is a  monstrous inter-
pictation of the piovisions of this Act and
1 am sure the Finance Minister will look
ino it and correct it,

Mr. Deputy Chairman, Sir, I will also, on
ihis occasion, just briefly point to one
thing. There has been, of laie reference
about credit which India should take from
foreign commercial banks and it has been
suggested that we should go in for com-
mercial credit from foreign banks. It is
envisaged that foreign banks will advance
crecht to the Indian bonks, credit will bhe
oiven to the Indian borrower. Now this is a
very dangerous suggestion which is being
made in order to escape and shirk the res-
ponsibility for additional resource mobili-
sation within the country. These credits
are available at a very heavy rate of
interest and if they are sccured in the
country and spent in unproductive ven-
turcs and in ventures where the level of
efficiency is not very high, I am afraid that
in three or four ycars our entire economv
will fall in the grip of the foreign banks,
I would, therefore, like to caution the
Government against pursuing this sugges-
tion which I do not think is in the national
interest.

In conclusion, I will refer to only one
other aspect of our banking policy. Now,
as far as this Bill is concerned, I do not
think it is of very great significance. About
Rs. 60 crorcs or so of budgetary deficit
may be covered by this tax. As some
Member pointed out, it is just like taking
out something from one pocket and putting
it into another pocket. I do not think
this is going to contribute very signifi-
cantly in the fight against inflation. But
I do not see any objection also in this
measure. To the extent that it makes
moncy dearer, it will have a verv marginal
anti-inflationary effect. But I would like
to know from the Finance Minister why
some of the measures which have been
under the consideration of the Government
in regard to improving and tightening
fiscal and monetary policies, have not been
fully implemented. For example, 1 under-
stand that a suggestion was given to the



49 Intorest Tax

Government that the credit that is genera-
ted under the bill re-discounting system
should be reduced to zero by August this
year. But my information is that this is
being done in a manner that only the
small-scale industries and others are being
subjected to incomenience and the higger
houses, the monopolv houses, are getting
all the advantage of it. I had pointed out
earlier about the expansion of bank credit
to the commercial sector during the Ilast
two years. The Government recently pur-
sued a policy of credit squeeze. Now,
the whole thing is that the Government is
reducing investment and it is not reducing
expenditure at all. My submission is that
the Government, in the name of credit
squeeze, is reducing investment in produc-
tive sectors and is not reducing expendi-
ture to the extent that is necessary. In
fact, the budget of the Finance Ministry
itself increased from Rs. 3 crorcs to Rs.
18 crores and now it has gone up to Rs. 24
crores. 1 think something can be done in
order to reduce unproductive expenditure.
I hope on these points the Finance Minis-
ter will reply.

MR. DEPUTY CHAIRMAN: Dr. K.
Mathew Kurian, last speaker.

DR. K. MATHEW KURIAN (Kerala):
Mr. Deputy  Chairman, Sir, the hon.
Minister of State for Finance, Mr. Ganesh,
while moving this Bill said:

““The tax is expected to have both
fiscal and monetarv impact inasmuch as
it will serve the purposes of raising the
cost of borrowed funds and supplement-
ing Government revenue.”’

The Government assumes that this Bill
will have the double effect of raising reve-
nues for the exchequer, on the one hand,
and controlling inflationary tendencies, on
the other. Sir, I would say that both
these claims of the Minister are total myths
which T would like to explode.

Sir, the scheduled banks naturally will
have to make appropriate adjustments in
the -interest rates charged from the borro-
wers, and according to an estimate, there
will be an average increase of at least 1
per cent. in the cost of borrowings from the
scheduled banks; this is by the admission
of the Government itself. But better cal-
culation shows that the multiplier effect

4—12 RSS/ND;74
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of these rate adjustments will be much lar-
ger than the 1 per cent. claimed by fthe
Goveinment spokesmen.  The Government
will, of course, according to their cctimate,
get Rs. 60 crores per annum {rom the new
tax. But what is Rs. 60 crores compared
to the multiple amounts, several times
Rs. 60 croves, lost by the Government be-
cause of their inability to collect tax arrears
and to control inflation, which naturally
transfers value from the working people to
the owners of property? And compared to
the wasteful expenditure all over, Rs. 60
crores is a paltry sum. Let us assume that

this  will  be forthcoming. But my
mamn  argument is that the increase in
the  cost of Dborrowing will not be

anti-inflationary in the special circumstances
in which our money market works. Elemen-
tary economics of public finance will tell
us that in a developing country like India
credit control is one of the weakest elements
which has a very marginal significance to
the total control of credit. In fact, there
are other aspects of monetary policy, other
instruments of monetarv policy, which can
be effective but not credit control through
bank rate, bank 1ate policy. My main point
is that the bank rate policy, by increasing
the cost of credit cannot control the volume
or the supply of credit, because the elasti-
ity of this is vay, very meagre. I would
ask the Government whether through this
measure and through the various other me-
asures, they will undertake, as they did
earlier, to maintain the deficit in the Budgert
of 1974-75 to  the originally postulated
figure of Rs. 126 crores. T would say that
it cannot be because all their cxercise shows
that dcficit will be at least of the order of
Rs. 800 crores minimum, if not more. And
thercfore, by the various economic and
fiscal policies of the Government, their ex-
penditure, their inability to control waste-
ful expenditure and their inability to have
productive investment expenditure, deficit
financing is going to be higher. Therefore,
this increase of Rs. 60 crores revenue will
be more than offset by the increase in the
deficit which will ultimately be realised at
the end of the financial year. Even before
the imposition of this tax, there was a hike
in the bank rate. The minimum lending
rate chargeable on banks’ advances was in-
creased from 11 per cent. to 12 per cent.
except in the case of specially exempted
categories and the minimum lending rate
advanced against commodities, specially the
selective credit control, was increased from

[
3
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13 per cent. to 15 per cent. Further, the
maximum rate chargeable by the Reserve
Bank of India to the scheduled banks on
thewr boilowings was increased from 15 pex
cent. to 18 per cent. Having done all this,
having increased the cost of credit, what
is the reality? Credit squeerze, credit control
does not take place if credit for cven main-
taining inventories by big companies goes
on cheerfully expanding. In fact it is
only helping in pushing up the entire in-
terest rate structure without controlling the
type of money increase which the Govern-
ment would like to control.  Has there
been any significant impact of all these
measures for credit squeeze through increas-
ed ratc structure, through increase in the
cost structure? I wounld say, 'No’. My
main conclusion, therefore, is that without
changes in the structurc of ownership, pro-
duction and distribution, no credit policy
can bhe effective in a devcloping country like
India, particularly where  the organised
rmoney market is a small proportion of the
total money market. A big, sizcable chunk
of economic and monetary activities in this
country takes place outside the organised
money market which through the bank rate
policy cannot be controlled. Take, for ex-
ample, hoarding. large commodities of
common comsumption arc hoarded with or
without bank credit. Moneylenders rule the
roost. The triangular foices of the landlords,
‘the wholesale traders and the money-len-
ders, they keep the people of the villages at
ransom and it is these triangular forces
which really control the unorganised mone-
tary market. And unless the Government
touches the landlords, the wholc-sale traders
and the money-lenders in the villages, they
cannot achieve their objective, and only a
small proportion of the total money market
can be touched Dby this new tax policv.
Profitability through hoaiding, according to
one estimate, increased at the rate of 14
per cent. per year. Every year as inflaticn
increascs, profitability through hoarding in-
creases at the rate of 14 per cent. As a
result even the 1 per cent. increase in the
cost of credit as reflected in this Bill will
be a pittance, will be peanuts so far as
landlords. money-lenders and hoarders are
concerned. They would not mind paying
one more per cent. because profitability on
hoarding is 14 per cent. Why should they
mind paying a little more because they can
fleece the common people? What will be the
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re-ult? ‘The only result will be that while
the cost of credit in paper increases, the
ordinary people will be further fleeced bv
money-lenders, unauthorised shroffs and
sharks in the villages because of this paper
measure that the Government has brought
forward.

Bank cedit can control inventorics, but
only very marginally.  According to one
rcasonable estimate, large number of com-
panics keep inventories to the extent of
46 par cent. to G0 per cent.  In tact no
estimate of inmventory on the average should
be more than one-third of the total sales
or ovtput.  But in this country we have
companies which keep inventories to the
tune of 45 to 60 per cent. of the sales  That
is madce possible because they are able to
gct monev even outside the organised sector.
Hoarding is a profitable venture and there-
fore this happens. This Bill does not cover
the unorganised sector of the money market.
it covers 0., the organiscd money market.
Then 1t covers even the 14 State Co-opera-
tive Banks. Clause 28 of the Bill cnables
the Government, in consultation with the
Reserve Bank, to excmpt certain banks.
I would wmige upon the Government to ex-
empt these co-operative banks from the pur-
view of this Bill so that the co-operative
structure which is in consonance with other
schemes of strengthening co-operative credit
is made an jnstrument to  cut at the
root of the triangular forces of landlords,
moneslenders  and  hoarders (Time b/l
rings). Siv, I am concluding.

The rate of ratio of fixed deposit to the
total deposit has been declining in the last
few years. The credit policy, as I said,
is a relatively inefficicat instrument in a
developing country like India. I have al-
ready argued the case of the State Co-
operative Banks.

I, thercfore, come to the conclusion that
this Bill, if ar all it enables the Govern-
ment to get a little amount of money, in
its totality is an attempt to befool the people.
It is not part of a package of measures to
contiol inflation. T contradict the Govern-
ment’s claim that this is part of the pack-
age. If that were so, the Government should
have tzken the following measures. Sir, 1
will make the following constructive sugges-
tions before conclusion.

If Government are very Sserious, they
should have controlled the black money.
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If Government were serious about infla-
tion, they should have collected all the tax
arrears amounting to more than Rs, 700
C1O1Cx,

Government should have r1ealised the out-
standing advances from large business houses
which are defaulting payments.  According
to the -information availablte with me, as
on 29th June 1973, the outstanding advances
from 393 big companies belonging to big
business houses like Tatas, Birlas, Martin-
Burn, Mafatlals and se on, to the 14 na-
tionalised banks was of the order of Re.
186.10 crores. It you really study the stiuc-
ture of loans given by the nationalised
hanks, it will be scen that big monopoly
houses are controlling all these resources
and with the help ot these resources
they are able to Keep larger inventories
of the order of 15 to 60 per cent. and hold
the people at ransom. Through these na-
tionalised banks Government should be in a
position to control these companies.  Mas-
stive credit frtom the nationalised Dbanks is
today going Lo monopoly houses. This policy
should be changed. .

Fourthly, thace should be a positive dis-
ciimination in favour of small and medium
borrowers as against big borrowers and
monopoly houses. Therefme, T recommend
differential rate structures for the small and
medinm  producers and for the small and
medium farmers. T rccommend one  parti-
cular structure for these people and ano-
ther for the big houses, big landlords and
so on at a higher level so that the Govern-
ment cap mop up their resources. There-
fore, Si1, this blanket policy will not help.
We need a positive disaimination against
the big men.

Fitthly, Sir, the nationalisation of the com-
mercial banks, of the 14 banks, alone is not
cnough. There is a bank, a South Indian
Bank, which is now outside the purview cf
the nationalisation scheme and today, Sir,
it is cntering into some hanky-panky busi-
ness and is caining huge profits and giving
sticky loans which is against the rules of
the Reserve Bank of India. Now, they will
be forced to pay loans and advances which
would Dbe irrecoverable.  Let the Govern
ment take over all the foreign banks with-
out paying any compensation. Unless these
measures are undertaken, T am afraid, the
impact of this Bill, if it is passed into an
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Act, will be only very marginal and it will
not be successful in achieving the two ob-
jectives which wae 1eferred to by the
Minister.

SHRI K. R. GANESH : Sir, as I indicated
iy my brief rematks, this is a simple Bill.
But the discussion on this has been escalated
into a discussion on the policies of the
nationalised banks and vatious other matters
connected with the working of the nationa-
lised banks and also into a debate on the
madequacy of th s particular measute, as
has been pointed out by Dr. Mathew Kurian.

Sir, I wall endearowr to give some specific
replies 1o the speciic questions raised since
I will not be able, within the time avail-
able to me, to go into the working of the
nationalised banxs  Sir, from time to time
this House had the privilege of discussing
the question of the working of the nationa-
Lised banks in the lorm of questions, in the
foim of supplementaries and in the form of a
dcbate on the Budget and the Finance Bills
and also in «omc form or the other.

Sir, suffice 1t to say that while in physical
texmas, the progress of  the nationalised
banks cannot be denied, there has been a
very wide spread  dissatisfaction with their
working and also their credit pattern. The
Finance Minister has, {rom time to time,
1eplied to these things and he has explained
in hus own words the working of these
baoks in terms ol the incease in the hor-
1owal accounts, in terms ot the percentage
which from 1969 ull today has gone up in
elation o the priority sectors, in terms of
the percentage which has gone down from
1969 ull today in relation to the advances
to the layger scctors, in terms of the open-
ing of the branches of the nationalised
banks, particularls in the rural areas and
the unbanked areas, and so on and so
forth.,  These facts are there and the
honourable Members also know that these
facts are there.  But the nationalised banks
have to go through a very wide area as the
need for credit is also very great in this
country, particularly when it is a question
of credit to the agricultural sector. Then,
Sir, there is also the question of making
them productive and also of providing desir-
able productive advances for purposes of
production. In view of these factors, there
is room for criticism and also there is room
for improvement and these things are con-
tinuously being looked into.
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Sir, I would only like to mention (hat it
is not correct to say that the Boards of
the Directors of the nationalised banks to-
day arc dominated by the advisas of the
monopoly houses, as mentioned by  Mr.
Kalyan Roy. That is not the position.
As far as the Boards of Direclors are con-
cerned, their names have been given and,
apart from the representatives of the
workels and the staff, there are also inde-
pendent  cconomists and  other persons.
Thercfore, that position is not there now
in the sense that the Boards of Directors
of these banks aye dominated by the adv,-
sers ol the mounopoly housce The names
of these persons have been given from time
to time.

Sir, he has, of course mentioned many
specific cases of malpractices in banks. These
have been mentioned earlicy also, and this
matter has been before the Government. |
shall bring some of the things and the
spectfic cases to the notice of the Depart-
ment to look into them. . .

SHRI KALYAN ROY: What about the
letter of the Deputy Governor of Rescerse
Bank? The role of the Reseive Bank, atter
credit is squeezc. . . .

SHRI K. R. GANESH: As I mentioned,
we shall take up that particular letter of
the Deputy Governol, Reserve Bank. f
there is to be a vital discussion, a mecaning-
ful discussion, on the whole credit policy,
and also on (he working of commercial
banks. then it has to be a scparate dis-
cussion.  Within the framework of this
Bill, T would not be able to discuss the
question.

The other point has been raised by Shri
Rajnarain,  Sit, as 1 indicated in my re-
marks, the banks would be expected to ve-
imburse themselves to the extent necessary
by making proper adjustment in the in-
terest rates charged from borrowers, and also
it is expected to result in incrcase by 1 pa
cent. in the case of borrowers from sche-
duled banks. That is the strategy. Of course,
Dr. Kurian may not agree with this stra-
tegy, because he has his own views. But
this is the stvategy in the thinking of the
Government that apart from Rs. 60 crores
in full year, the resource mobilization effort
is very necessary to keep the deficit at the

[RAJYA SABHA]

Bill, 1974 36

level we have indicated. Apart from that,
the borrowings will also become costlier in
terms of inventories, in terms of borrow-
ings and various other things, and it will
be possible and necessary for the horrowers
also to see that they borrow only for viable
purposes. . .

DR. K. MATHEW KURIAN: The Gov-
ernment has from time to time been saying
that the only way to control inflation is in-
aease mm production.  You are increasing
the cost of aedit in general, without being
slective. You are not differentiating.  You
arc inceasing the cost of credit for general
production purpuses.  You are without anv
d fievential policy

Y qEAEEY ;. TF I@ A9 of
g7 A 1w @gar ag § &
TFTaT #YE gW a<g # fadaF )
T8 A fF 4% § @ AF S
IS 9719, I 9T AT GG Hen
T 2389 97 | That should not be

converted into capital

SHRI k. R. GANESH: These are various
stages. At the moment, we have come
forward with this Bill with a double ob
jectise af 1csource mobilization as well as
making credit costlict.  With this view, this
Bilt is there.

Hon. Mcmbers have aeferred to the State
cooperative  banks.  This question was
jaised in the other House also and the
Finance Minister teplied thus-

“Who dovs not say that they will not
pay? They will have to pay. We want
them to pay. 1 am making this plea
to the supporters of the cooperative move-
Please go and tell the coopaative
movement on your behalf and on my
behal€ that they must also try and have
a diffcrential rate of interest.  hey should
have rate tor the small farmer and
another for (the non-small faumer. What-
cvet they will be required to pay addi-
tionally by way ol tax can certainly be
tecouped by  this way. When  the
entire interest structure is being changed
and we are certainly making money a
little costlier, monev that is given by

monl

one
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way of credit, the cooperative banks can-
not claim any sort of exemption in this
matter.”’

Credit to agricultmal sccton is not only
given by thc co-operative sector but it is
largely today given by the nationalized
banks. In terms of percentage of the total
borrowings, it will not be much. of
owmse, it is a laige area to be covaed.
I agree thal it is a very big, formidable
task.  But the fact remains that, by and
large, nauonalized banks are going into
the agricultuial scctor and the percentage
which there in 1969 has increased
today. By this I do not mean that we
have i amv way touched the fringe of the

was

problem.

It is « vast problem to which nationalised
banks will have to apply themselves more
and that more and more credit
goes to the priority sector, particularly
in the agricultural sector also, particulmlv
to the small farmer and to those who do
not have the nccessary credit requisites which
the banks want. That is why an attempt
was made through this policy. It is a
matter which is continuously under review
and discussion.  The Finance Minister has
discussed it a number of umes with the
directors ot the banks, with the Consulta-
tive Committce and various other agencics,
because the whole policy of nationalisation,
I agrec with  the honourable Member.
hinges on how far and how quickly and
how effectively they are in a position to
go to the agricultnal scctor, and particularly
to the smaller part in the agricultural sec-
tor, the small peasant and the small
farmer. . .

more S0

SHRI RANBIR SINGH (Haryana): The
nationalised banks do  not advance any
loans to the small farmers who do not
have more than eight acres.

SHRI K. R. GANESH: I agree with you.
But that does not change the basis of this
Bill.  This Bill is meant for something
else. So that does not change the structure
of this Bill. The other point is raised hy
the honourable D.M.K. Member and he
made a very useful suggestion as to how to
conttol the money that goes on 1n unorga-
nised and speculative circles. Then about
moneylenders, about hundies, about black
money, ctc. he made a suggestion that the
Income-Tax Department and other Govern-
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Bill, 1974 8

ment agencies should do certain things. Sir,
these are very useful suggestions which will
be looked into and used by us. Then, Shii
Mishra has mentioned about a circular of
the Reserve Bank issued in relation to their
interpretation of the impounding Ordin-
ance that is therc. I may not be able to
say oft hand, but some of them look quite
in the manncr that certainly they require
a sccond look. T assure him to put this
before the Reserve Bank.  The only other
submission I want to make is to Dr. Mathcew
Kurian. T have mentioned a number of
times, he is a competent economist, 1 um
at a disadvantage in arguing with him on
that point in which he is very strong, hut
I would still submit that credit control 1s
not the only strategy. The total integrated
strategy that the Government of India has
been following will, we hope, succeed. It may
be, 1t has not yet succeeded. Apart fiom
credit control, the question of savings is
theie; apart from the question of savings
the question of fiesh 1csource  mobili-
satton is there. It has been done by
Finance Bidl No. 2. Apart from that we have
to attack the black money. We may not
agice with your suggestion for demonetisa-
tion. Bnt various other steps have been taken
and continue to be taken and will be stepped
up. I can assute the honoutable Member
that our efforts will be stepped up con-
tinuwously Lo attack the black money. 1
agice that this Bill affects the organised
moncey sector, it does not affect the unorgani-
scd money sector. It is in the unorganised
money sector, at the commodity level, that
hoarding. profitcering, etc. takes place. And
it is necessary to attack this money in the
unorganised sector which goes into larger
scale hoarding and profiteering. The attack
has got to be multi-pronged, fiom various
agencics of the Government, the Income-
Tax Department. the Enforcement Depart-
ment, the Sales Tax Department, and so on.
Considerably heavy attacks have to be made.
There is no doubt about it. Then he talk-
ed about tax arrears. Time and again we
have given the ligures of tax arrears. Gross
arrears were about Rs. 700 crores and net
arrears about Rs. 400 odd crores of which
Rs. 190 crores, or about that figure, are
advance tax which has not yet fallen duc.
This we have alieady discussed. He also
mentioned that advances given by banks
should be realised.  There is no difficulty
about it. But 1t should be 1ealised that
massive advances should be pumped into the
priority sector. Rut about that also there
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[Shii K. R. Ganesh] FgT 5 fewifogq T orw 8%

is no difficulty and there is no dispute about % LT T @\T.E\' rWFfT FI w@{
it. Whether it is being fully implemented

or not, it has got to be secn. And then #6_"‘1% ;l'a: @'Tﬁ S T 7T wiuE
as far as 1ates on advances to larger houscs HIET GATT gFg | § g9 faawar

are concerned, about this also there is no

dispute in principle. I would only submit & |y qg TF FAT EIESU E’ f
that if Dr. Mathew Kurian comes down to fmm‘%&"a’ ﬁ’aﬁ f'q’a‘ﬂ"]’ ‘3ﬂ’ f\ah-ﬂ'ﬁ‘l' =

conerete things, apart from generalizations

and political formulations, he would come fady <Y arfr QT HAT HAT =T
to the conclusion that broadly there is not F’WTST F qrﬁfﬂ'ﬂ' '_'f'@' %l 7z ot

much difference between him and the steps .
tsat the Govenment of India has been CEIG R g\TﬂT % fo fFaar a9

taking. Only he can say that they are not S A, S~
being fully implemented. With these words wErTfer &% w9, TEET A FAR

I commend the Bill. FE HAETT gt g1 as feaEl &
MR. DEPUTY CHAIRMAN: The ques-| 60 a@ & sqie for s sk
on Tos . R -

ton I fewifrga @ owmiw W faw

“That the Bill 1o impose a spedal tax = 3
on interest in ceitain cases, as passed by TR a- bg\mr’ a; ?‘6 q% ]I d
the Lok Sabha, be taken into considera- faax fAuw foag &% @' HFT %\
ton.” c oa -

o fd &% a@ fFgm ov & ar
The motion was adoplied. . - . .

T 9T FET a¥ #1 fAom & ar

MR. DEPUTY CHAIRMAN: We shall . ) A . *
now take up clause by clause consideration EALNE L N A A femr sm

of the Bill. arfe oy fF=ET w1 Ffoars T g
Clauses 2 and 3 were added to the Bill. g ag T a;[ﬁ' FLAT  ATZAT g f*
Clausc 4 (Charge Of Tax) 7T waET W ¥ war fa smwigd

SHRI NATHI SINGH (Rajasthan): Sir, §-$ a@?{ ﬁ"r qaErE 51‘\5’ oy
I move: - oA - L. R
qq g wfew fFamEl &1 &9 A8
1 “That the Rajya Sabha reconnnends R N
to the Lok Sabha that the following faar smar %l fas 3 o@= S
amendment he made in the Interest-Tax 5 feur ST %, FIT I8 q@d
Bull, 1974, as passed by the Lok Sabha, - ) g
naniels : gsr  Ofw g? eq9h H{ATAr TET
“That at page 3. after linc 15, the| FPAMR(CT &% fFwm &1 ;eaFtd
following proviso be inserted, namely: ET FAT % — Ueg,\m_ga s
‘Provided that co-operative banks - <
shiall he exempted fiom such tax.” ™ qHT Eﬁ’% F H'@' aar %l 371@7
ETRT UF G977 W@l WU AG)
& et PN fegr mar &1 @ s &R W
. ¢ HERCEL R IC R ) X A N . .
S R Ty TE | g o4y o faEt ¥ fag @
Y S Hwad qf‘" frar & S8 | g dmr owem o frae @
< qifes < 5
?W:JWWE%;F q:; F fymar g W A F fao
L qFT ST . -
= ™ FT M - o wwd 9T & fau, Ffea fady
aifgry  sft g aA HAT ST o PR
N s AT AT Foq
¥ ) & oAk fag wdr St &1 S “r_ &
s v war # g & owesy | AU @ @ W wmA A oaform
qeFv ot TEEA gAET Bl IR ag gwi fF smer ag Fw fae

The question was proposed.
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W T { ) w2 sk
a® At 3@ oA Fr wifww w9
fF ga? 9% § fogor @z foaar
g @A & F o F v @ &
o #Agiaa &6 & FIf Ay
U JEW 3T FG FF g fF &dr
¥ qEmETe @14 & fau wfusfos
qgT g FAA IFW  qqA FT I
¥ gemEIT AEl ¥@Ur AT 3WY EA-
I AT Agi | zEfAm A
ag aveA & fF @ wremifem %
3@ eI FT ¥ wEg fEar
srar =tfew

ot Tt fag (gfommm) @ oS-
gwigfa Y, et qF oY TR fag
S & HelgA FT vEw g ¥ ST
FRIT FQT g A qAAT FRA
gv fadew w7 Wwar 2 fF oag
Afg "5 7 W 5 oFEmeE F
g 97 Ffy & @vw a gq W
am ame ¥ I9¥ fag 0¥ qd%k
e foud g@ 2o & gfw #r 9w
g =Y Jedll fHg Y ¥ OF &
g1 5 AmAarEw §& fegrEt oW
feqmm &5 %3 § ¥T IAF Qg
g o1 @ ammfey §F & 9T
W&l wr feerft agt 3 s G
1 A gora zax fF g wfy
& fau 1 vour svar afge SO
T ¥, @ fy= & swfw zfw
#1 faqar qq7 fagar & swy W
FHY N A= ¥ wEr amrRfra

a% anT Gqr AT ® Central co-ope-
rative Banks # =Y 37% 37v BT &Y
3 WR Awdersw 4% % 4 9Ed
IO BT B HR ¥ FmoRied
% 1 8z A &) JTT FAEL-
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fea a4 foar ot qar 39 § =€
ww Fw F AT A A osiggeE
4% 2, JWAAISST % §, 98 99T
e ® dEg 3T § 1 AR
I9q  qEES q@r ¥y aen
A4t g1 ar ser ag g fF fET
IFT TFW TAGT AT ERU A% _EY
T & zw¥F Ay famga 9
g & sfyFraar Jge< &7 @oq A
WG 9T 2@ g & oW agrar
a4 ARdr ¥, @ @dr FY q@Er
FzrA ¥ fau qur surer femr sg
JASR AATT A5 TIAT AL JFLR A
famr smom ) @1 fER Bfv dFew
F TIAr ZEY FREY H T 97 39
faq Fzq e & fF S @WE
S Jefy fag § fgar & sasy
97 fear s (wwy @t e
§ uxs @ fase ¥ @@ &7 gm,
grasTafd AEET | IEE ged ug
¥ x5 fega 3, v & 9t avsrd
a1 ¥ quEEFR g, IAF  qAg
X T g o g1 @ F
fag s oG g9 wie & fag
fawl Gar w79 & faw gwy g9
JTEd 9% ¥, A 9 FAUT wIT
FT &< AT &0 hFyAr fhar @g s
g &% #1 AR F FT0 ALY
faar, 7 & =2 Pfefed aTE =
Fat frem 1 S qar far @@
¥ fac fostar & s9er X F7 =9
7 ¥, 3@ FO% ¥ oF TEqaT IAAT
arr f& g gal ¥gT F T @)
T FEy F, Jar @it aEA
Y wigw T a@rar, 89 SR 8
Jomarzse 96 GRawt w qEr &,
afeT ag I @ 8, TF T @ar
s 20—25 UFs ¥ Fw ¥fA
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[ Tz fag]
s I ... (qEE w EA) uF
fadqe s

MR. DEPUTY CHAIRMAN: No qucs-
tion of one minute and one minute and

going on extending like that,

o T fag 1 will take
only a minute, Sir. 20—25 UHFS
¥ FA FEt F O FAT AG
@ ¥ ¥T 15 UFT & TN

ardt #1 &9l 98 37 AR ) T
g IgT 93w ¥ F§5 M aw
12 TT & sumeT  gEm gfed
& FT FFAC | UF g & JAM
IAT YT H FIF &1 w9l 9 6
g% T9 1 F Fuy A fgawma §
fod 4% F S @ qadgE W O§
WX JwEse 9Fg FT g §
AT wE AgRT ¥ A3 FEw
FX ¥ GUgA TE AW gEA ar
¥ #A-9-Fy fgarad T fF @F FO%
MR FI X I §9g 930 G &
ak ¥ 19 @y g sAar Hifew
qaM AT A N FAE 28 W 3§
a5 @gg feama #% T =F
qy 3'1 g3 Q‘ﬁT‘TZ (excmpt) FT
F ¥ ST FLA

ar arER ¥ § e qEAT FE
fF oo fa@ & o 17 & IR T
wIedt #1 Wiew gAM, Uy weEy
F oA @ft F R ¥ gEwe AN
1

SHRI K. R. GANESH: Sir, in my reply
all these points have been coveired. As far
as,the question of having a meeting is con-

cerned, we can discuss these matters.

MR. DEPUTY CHAIRMAN:
pressing the amendment?

[RAJYA SABHA]
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SHRI NATHI SINGH: Sir, I would like

to withdraw my amendment.

The a;ne'ndment (No. 1) was, by leave,
withdrawn.

MR. DEPUTY CHAIRMAN: The ques

tion is:

““That clause 4 stand part of the Bill.”

The motion was adopted.
Clause 4 was added to the Bill.
Clause 5: (Scope of chargeable interest)

SHRI NATHI SINGH: Sir,

2. “That the Rajya Sabha recom-
mends to the Lok Sabha that the follow-
ing amendment be made in the Interest-
tax Bill; 1974, as passed by the Lok
Sabha, namely:

1 move:

“That at page 3. line 18, after the
words ‘scheduled banks’ the words ‘and
co-operative banks’ be inserted.”

The questton was proposed.

sft wet fag:  Swewmlq S, #
TF A HTAT ATEAT g, Aer S &
R § aFr 9wEar g oAy qww
Frmaifeeg g% oMgfad  dF  FY
afewrar ¥ A8 oy § oiv =mmf|g
IAST Y AW fRar Sar & S@ a%
S FAAT A, 99 5 AR AggEe
dFg F oaTod gE § F—ImEIw
F fag & Fgar =@ar g N Qe
Frerafesg 9% §, We oT TAwIHe
% € ¥ wqgfaa &% Y afcamr
F aff sy € sO% faw g
AFHETT w A\ fear Smar g—
T we IF R swimaw &%
F; W T AT Us wwigw 9%
It &% Fr 3, q IAH AW H
YT oW, e Fenuifeeg 9% w€T
de SFEqAT A T A IEEr @
gt foenit 1+ zwfec & wmgar g
39wz a0 w1 Y @ oge
# 9T ST ATFET :
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SHRI K. R GANESH: Si, the mamn
point is that the cost of borrowing witl he
increased.  That is the strategy.  Other
things we can discuss with the hon. Mem-
ber.

MR. DEPUTY CHAIRMAN:
pressing the amendment.

Are you

SHRI NATHI SINGH: No, Sir. 1
would like to withdraw the amendment

The amendment (No. 2y was, by leave,
wilhdrdun.

MR, DFEPUTY CHAIRMAN:
tion is:

The qucs-

*“That clause 5 stand part of the Bill.”

Tl motion was adopted.

Claune 5 was added (o the Bill.
Clanses 6 to 130" were added 1o the
Bl

Clatse 1, the Enaciing Formula and
the Title were added to the Bill,

SHRI K. R. GANESH: Sir. I move:

“That the Bill be rciurned.™”

Tiw uestion was pul and the wmoliop
was adopled.

MR. DEPU LY CHAIRMAN: The
stands adjomrned Gl 2-30 e,

Horise

The House then adjourned foi
lunch at thirtv-five ininates past one
of the clock.

The House reassembled after lunch  at
thirvty-two  minutes past two of rhe clock.
[M1., Deputy Chiairman in the Chair.]

THE DELHI SIKHH GURDWARAS (AM-
ENDMENT) BILL, 1974.

THE DEPUTY MINISTER IN THE
MINISTRY OF HOME AFFAIRS (SHR1
T H. MOHSIN): Sir, T beg to move:

“That the Bill to amend the Delhi
Sikh Gurdwaras Act, 1971, as passed by
the F.ok Sabha, be taken inte consudera-
tion."”

5—12 RSS/ND/74
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Sir, the purpose of this Bill is to get
over some practical difficulties which have
experienced  for implementing  the
provisions of that Act, particularly the
holding  of elecuons to the Dclhi  Sikh
Gurdwara Management Committec.  This
Bill has been drafted after consuliing the
Delhi Sikh Gurdwaras Board. which has
been constituted under the Ddhi Sikh
Gurdwara Management Adt, 1971, for the
proper  management and control of the
Gurdwaras and their property in the Capi-
tal. I shall now explain the provisions of
this short Bill.

Deen

Clause (a) of sub-scction (2) of section
40 of the Act empowers the Dclhi Sikh
Gurdwaras Management  Commniittee  to
make regulations for the manner and the
criterion for deciding whether a candidate
for election or co-option to the Committee
is able to rcad «nd write Gurmukhi. It
is proposed to confer the power to muke
rules 1in that hehalf on the Central Gov-
ernment because (he initia! constitution of
the Committce is possible onlv alter the
general election.  Clause 2(h) and cauwse 6
of the Bill are intended to achicve that
objective. It is also proposed to amend
clause (m) of section 10(1) of the Act so
as to provide that a person should be able
to 1cad and wriie Gurmukhi, instead of
rcad or write Guarmukhi, to qualify for
election or co-option as a member of the
Committee. This amendment is in line
with the corresponding provision of the
Punjab Sikh Gurdwmas Aai, 1925,

difficulry
out of (e Committees’
elect all 1he

With a view to resolving am
which may
inabilitv to

arise
oluce-bee e1s - at
the first meeting, it is proposed to provide
for summoning of another mecting of the
Committee. Thix is being done by inseit-
ing a new section 16A vide clause 4 of the
Bill.

Section 31 of the Act provides for the
settlement of disputes regarding elections,
corrupt practices and electoral offences in
respect of election or co-option of the
members of the Commuttee, ond the Dis-
trict Judge in Dclhi is empowered to deal
with all questions relating to such disputes.
Section 92 of the Act specifies certain
additional matters and disputes which fall
within the jmisdiction of the Disttict Judge
in Dethi  Under clauses (a) and (h) of
section 32. the question whether or not a



