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SHRI BHUPESH GUPTA : I will ask hen. 
members opposite one thing. Unfortunately, I 
regret that this came up when most of you 
were not present. There may be quarrels 
between us on other issues. But on a matter 
like this we should all go together. I have been 
a member of the Privileges Committee for the 
last twentytwo years... 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS) : You have made your 
point. 

SHRI    BHUPESH    GUPTA :    The 
privilege motion is coming. At least that 
motion should be discussed tomorrow in the 
House. I request the Chairman to give us 
consent so that we can come prepared with all 
the documentations, rules of procedure, 
conventions and other things to establish in 
the House, if anybody challenges that It is a 
clear and gross violation of privilege. 

THE  FINANCE (NO. 2) BILL,  1974 —
Contd. 

SHRI D. THENGARI (Uttar Pradesh) : Sir, 
I do not see which of professed objects of our 
Government are going to be fulfilled by the 
introduction of this Finance Bill. It was earlier 
said that this was a step in the direction of 
curbing inflation. But now the Government 
has to admit that this is not going to help curb 
inflation. It was said that it was not going to 
hit the common man or the common 
consumer. But you know, Sir, that the whole 
burden will be indirectly passed on to the 
consumers. For example, cigarettes are of 
course used by the common people. Now, it is 
true that tyres will be purchased by bus 
owners. But ultimately fares will be increased 
and the common passengers will have to 
suffer. Oils, asbestos, cement, iron rods—
these are also commodities which are useful 
for the common people. Then rubber goods 
and diesel oil are intermediates for finished 
goods. That means, the cost of the finished 
goods will be    increased.    But 

indirect taxation will be there. In the last 
budget there was an indirect taxation of Rs. 
200 crores. Now, this will be added to Rs. 232 
crores of this indirect taxation, and the whole 
will be borne by the common people of the 
land. Sir, in this respect, it is worthwhile to 
note that while the luxury goods give a tax 
return of Rs. 749 crores, consumer goods give 
a tax return of Rs. 1049 crores. 

Now, the increase in taxation rates in the 
case of sugar rose from Rs. 4419 lakhs in 
1960-61 to Rs. 15,300 lakhs in 1974-75. In the 
case of tea, it rose from Rs. 747 lakhs to Rs. 
4140 lakhs. In the case of cigars and 
cigarettes, it rose from Rs. 112,797 lakhs to 
Rs. 17,800 lakhs. In the case of motor spirit it 
rose from Rs. 4046 lakhs to Rs. 40,180 lakhs. 
In the case of kerosene, it rose from Rs. 892 
lakhs to 13000 lakhs. The same is the case 
with other commodities also. What I mean is 
that while the consumer goods industries are 
being discouraged, luxury goods are being en-
couraged, and thus the pattern of production is 
gradually being altered in favour of luxury 
goods. 

Sir, our professed projects are not being 
fulfilled to any extent through this Finance Bill. 
For example, this is not going to check the 
price rise. Mr. Cha-van had earlier talked of a 
package deal. What he means by package deal, 
I fail to understand, because though he has 
come with a heavy hand on the working class 
and introduced through the Compulsory 
Deposit Scheme not only wage freeze but 
wage cut, actually, still that is not going to 
help curbing the price rise. Secondly, this is not 
going to help generation of employment also. 
The Government also does not claim that this 
is going to improve the employment position. 
Thirdly, it has not been established that the 
growth rate will increase because of the 
provisions in this Finance Bill. What he stated 
is that the deficit will be minimized. That 
means, while the Government itself is 
responsible for 
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the extravagant expenditure, the ordinary 
people will be asked to pay for the sins of the 
Government in such irresponsible expenditure. 
Now, if the Government had suggested that 
this Finance Bill will have the effect of re-
ducing disparities of income, that was 
understandable. But this is not going to reduce 
disparities in income. The Government could 
have introduced consumption tax. They could 
have said that any expenditure over Rs. 2000 
will bear consumption tax. But they have not 
done so. All this goes to suggest that this is 
just a hoax and there is no package deal. 

And this dose of taxation is going to 
increase the prices, is going to cause hardships 
to common people, is going to hit the pockets 
of common consumers and it is not just a 
burden on the iich and the affluent. No 
effective measures have been adopted to deal 
with the problem of black money which is the 
most important problem of our economy. The 
Government has refused to accept the 
recommendation of the Wan-choo Committee 
regarding demonetisation; their measures 
against hoarders and blackmarketeers are also 
only farcical. Regarding smugglers Mr. K. R. 
Ganesh has come with some bravado before 
the people. It is ridiculous for a Minister to say 
that he will offer satya-graha. Nevertheless he 
has chosen to say so. Even against smugglers 
no effective measures have been adopted. Under 
these circumstances we have every reason to 
believe that Government is not very serious 
about either providing appropriate relief to the 
unemployed and underemployed or to enhance 
growth rate or to bring down the prices. They 
just want to have some sort of patch work. 
Therefore, I should like to ask whether they 
can assure us that during this year itself the 
Finance Minister will not come before this 
House with another proposal for taxation, 
direct or indirect. That clarification I seek from 
him. On all these grounds we are not very en-
thusiastic in supporting this; rather we 

are positively against the provisions of this 
Finance Bill and we think it is anti-consumer, 
anti-people and it is against all the professed 
objectives of our national economy. 
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DR. K. NAGAPPA ALVA (Karnataka) : 
Vice-Chairman, Sir, I speak on the Finance 
(No. 2) Bill, 1974. This fact is an interim 
budget of heavy taxation to accommodate the 
excess expenditure needed for 1974-75, the 
first year of the Fifth Plan, and to contain 
deficit financing within limits as far as 
possible. I can only say that the Finance 
Ministry has made the best out of a bad job 
because as it is we have to understand the 
realities of the situation and the problems and 
the difficulties that the people are facing. 
There is utter helplessness on the part of the 
people today to face the situation and to live 
with self-respect. There is nothing like self-
respect left; they cannot, the vulnerable 



153 Finance (No. 2) [26 AUG. 1974] Bill, 1974 154 

and the poorer sections in the backward areas 
cannot live like human    beings. The prices 
are increasing; inflation is increasing so fast, 
the black money circulation has got the 
commanding   heights and the havoc that is 
being caused today to the economic of this 
country has not been understood with  the 
seriousness that is due *o the subject because 
it is not only coming in the    way    of 
progress but it is ruining the economy of the 
country. And the ruin of the economy has been 
responsible for the fall of  empires,  for  the  
fall  of kingdoms, for the  fall of Governments. 
Sir,    the budget    has awakened interest even 
in the common man, the poorer man, the 
rickshawallah, the taxi driver, the farmer and 
worker because everytime they see how it 
affects the living of the people in this country. 
So there is a warning. I say the revolution has 
started.    Unless the Ministries, the 
Government and the central leadeiship take 
into account all the present-day problems and 
face the situation and the challenges with 
courage the future is gloomy and the leaders 
of today will have to repent for their social 
sins, for the    political    and   economic 
crimes they have committeed. 

Sir, on this occasion it is necessary that I 
must say something    about    the Fifth Plan.  
It  is actually in  doldrums. There has been 
undue delay in the fina-lisation of the Plan. It 
is necessary that there must be close  
coordination    and understanding even when 
the Plan    is being drawn up   between    the   
Finace Ministry and the Planning Ministry. 
Sir, the Planning Ministry and the Planning 
Commission have bungled;    they    have 
brought the economy of this country to ruin. 
I wish to humbly suggest the earlier Mr. 
Dhar is removed and sent as a roving 
Ambassador, the better it will be for this 
country. I would also suggest that  the  
younger man,    Mr.    Mohan Dharia, who is 
knowledgeable, may be raised to his status. I 
am saying this in all humility.    I know the 
strength   of the Finance Ministry, but they 
are not 

allowed to play their part. So, they do not  have   
courage   to  go   ahead.    One question    I 
would  like to put on this occasion.    The 
original expectation    of foreign assistance was 
Rs. 4,000 crores and now, I understand, it has 
gone up t0 Rs. 7,000 crores. almost double. The 
Minister has gone to Russia and other Comecon 
countries. What will be    the result? My only 
fear is that in this mad rush to get money from 
other countries our entire set-up will be disturbed 
and even the accepted mixed economy will be 
disurbed.   That is my fear. The current Budget  
indicates  an estimated deficit of Rs. 267.70 
crores. An additional expenditure of Rs. 352.7 
crores is expected  in  1974-75.    Food subsidy 
was Rs. 100 crores before and now it is Rs. 125 
crores. The total subsidy is Rs. 225 crores.    
Dearness allowance is Rs.  112 crores. In relation 
to the Central Government servants, dearness 
allowance h not the only thing which you have  
to consider. A sum of Rs. 75 crores is for the 
Defence Services.    The    Railways' deficit will 
definitely go up by Rs. 200 crores by the end of 
this year. There are the deficits for which the 
Government have to work, but what is happen-
ing? We have immediately to finalise and recast 
the Fifth Five Year Plan, whatever be the 
difficulties, and there must be realistic targets-. 
Actually there is an economic crisis.    There    is    
economic wilderness and there is political chaos. 
This is the point which the Government and 
leaders must   consider.  About one thing I was 
happy. The Finance Minister in his speech, while 
making certain confessions, has been bold 
enough    to say certain truths.  I must 
congratulate him for that. In this period of history 
where everything seems to be dark and the future 
is gloomy, he has said :— 

"It is self-evident that controlling 
inflation is today the single most important 
task facing the country." 

But nothing practically has been done to 
combat inflation. He says that the causes for 
the persistence of inflationary pressures are 
basically   rooted   in   the 
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[Dr. K. Nagappa Alva] sluggishness of 
agricultural   production. Industrial production   
which   remained virtually stagnant in 1973 
continues to be inhibited by shortage of power, 
etc. There was a recession in 1966-67 which 
had the worst effect on    the    people's welfare 
and that continues.   I must say that industrial 
producion has become less mainly because of 
the low agricultural production. Sir. I must say 
that the imbalances that now exist in our 
economy can be removed only through a 
sustained  increase in agricultural production, 
giving all inputs, encouragement and in-
centives. Removal of poverty, self-reliance and 
economic growth with social justice, these 
three slogans or assurances were given to the 
people. But do we find those things? I make an 
earnest appeal with prayer to God—may the 
leaders of the country today remember 
Mahatma Gandhi, and let his message be 
placed before the country. Lai Bahadur Shastri 
during his regime of one year and seven 
months gave a slogan and the call 'Jai Jawan, 
Jai Kishan'. And it is there that we have to put 
our emphasis, our heart and soul, so that the 
achievements of the jawans and the kisans in 
this country rise high and they become the 
source of strength and    inspiration    for    our 
leaders to safeguard the sovereignty of this 
country and also spread the message  of peace,  
progress and  plenty to the  entire world.  Sir,  
the  concept   of Gandhiji's social, economic 
and political  ideas have to be  understood    
and implemented. "India lives in the heart of 
her villages"—that is what he said. But when 
we see the urban development and the rural 
development, classes are being created; 
differences are increasing,    inequalities are    
increasing.    There    are people neglected, 
oppressed,  any word we can use. 

There are certain words that have been 
coined by the Planning Commission. I do not 
want to go into details. Certain sectors are to 
be called the most neglected sectors or the 
vulnerable sectors. In one place it is said, low 
priority 

sector and low priority schemes. Which are 
those low priority schemes or low priority 
sectors?    They    are    fertiliser production, 
fertiliser distribution,   seeds distribution, in 
this country. What havoc has been done  
because of black money and all those sorts of 
things!    Again, social services, social welfare 
and social security   measures,   health,   
nutrition of the people of this   country,    these 
nowhere come in the vital priority   sector, 
even in the core sector. The latest word that 
was coined was 'critical sector'. Yes, really the 
position of our people is critical. The budget 
levies of February, 1974 and of July, 1974 
were officially claimed to have a minimal 
impact on spiralling prices  and  menacingy 
continuing inflation. But what are the ways of 
fighting the inflation? The ways of the 
Government are the same old ones—taxation, 
legislations, laws  and Acts,  deficit    fi-
nancing, printing of notes, bank borrowings, 
loans and foreign    debts.    These have been 
going on.    But to day we must have the 
courage or the decency or the goodness to 
admit that the taxation structure of this country 
has to be changed but now it is only a question 
of tiding over the present crisis. There must  be 
incentive  encouragement.    In what way that 
is to be restructured is to be looked into. And 
for that may I appeal with all humility once 
again to learn lessons from their own    
mistakes and also learn lessons from other 
countries? I have no time to explain. Please go 
to    Singapore,    Malasia,    Thailand, 
Germany and Japan. Do not depend on your 
officers. Take the best of men from outside  
the political  and    bureaucratic set up. Go to 
these countries and find out how they have 
come out of    such muddle  and how they have 
built    up economy in their country. 

Sir, may I narrate a painful experience 
while I travelled in a plane about six months 
back? I happened to meet a big merchant and 
during the course of conversation he told me 
that he was a member of the ruling Congress. 
I told him that I belong to the original 
Congress. 
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I asked him why not they all advise the Home 
Minister, the Finance Minister and the Prime 
Minister who belong to his party to build up 
the country's economy and put down 
corruption and black money? Then he told me 
: "My friend 40 per cent, of this black money 
is with the ruling Congress. Ten per cent, is 
with the other parties. Twenty per cent. is with 
the bureaucrats and only 30 per cent is with 
the black-marketeers. And from this it is for 
the leaders and rulers to draw inspiration and 
guidance also." 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS) : Please wind up. 

DR. K. NAGAPPA ALVA : Just two 
points. I want to you to put down these anti-
social elements, these black-marketeers, 
hoarders, profiteers, tax-evaders and 
smugglers ruthlessly. Use all the laws in your 
armoury. Only then you can infuse confidence 
in the people. It is high time that you won the 
confidence of the people. Your immediate 
concern should be greater production. There 
should be unhampered production and money 
supply should be in relation to production and 
growth rate. There should be equitable 
distribution at fair price shops of essential 
commodities. There should be prevention of 
exploitation by anti-social forces, opportunist 
politicians and bandicoots of the cooperatives. 
Let there be strict enforcement of Acts and 
laws. There should be honest and efficient 
administration. There should be accountability 
of performance of the Government to 
Parliament and to the people twice a year. 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS) : Please conclude now. 

DR. K. NAGAPPA ALVA : Last point. I 
will be failing in my duty if I do not say 
something about the administrative reforms. I 
crave your indulgence only for two minutes. In 
1960 the Mahalanobis Commission said that 
the Government's economic policy had con- 

solidated the big business. But now by 1974 in 
addition the Government has consolidated the 
blackmarketeers, the hoarders and the anti-
social elements. And what has happened to the 
Administrative Reforms Commission? What 
has happened to the Wanchoo Commission? 
All these things clearly show that the 
Government are not sincere or serious about 
implementing these things. 

Finally, only one point about the picture of 
the Government. I am glad, Mrs. Sushila 
Rohatgi, a mother is here to hear me. 

3.00 P.M. 

[The Vice-Chairman (Shri Jagdish  Prasad  
Mathur)  in  the Chair] 

God has given us eyes to see, ears to hear 
and mind to know, and it is for the 
Government to use all these essential God-
given things to see the tears flowing from the 
eyes of millions of mothers because of the cries 
of their children for food. Sir, just yesterday, I 
read one headline : A legacy of darkness born 
of poverty; 4.5 million blind in the country 
and another 5 million with eye defects and 
diseases. The world has 15 million blind 
persons and our contribution is one-third. Also 
we have 20 million mentally retarded children 
and 19 million physically defective persons. 
.Sixty per cent of the children suffer from 
protein deficiency and out of them, 90 per cent 
are in the backward areas and come under 
those living below the poverty-line. And the 
number of those living below the poverty-line 
has gone up to 60 to 70 per cent in some of the 
areas. I appeal to the Government and the 
leaders to make a serious attempt to save this 
country by fighting inflation, by fighting the 
parallel economy of black money and also by 
giving the greatest importance to agricultural 
production and all encouragement to the rural 
population, particularly, the small farmers and 
the marginal farmers. Thank you Sir. 
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SHRI BIPINPAL DAS (Assam) : Mr. 
Vice-Chairman, Sir, while speaking on the 
Finance Bill at the time of the Budget Session 
this year, I warned the Government that they 
would not be able to contain the deficit at the 
level of Rs. 126 crores. And now it has come 
true. Now, the estimated deficit is Rs. 590 
crores and by this Finance Bill (No. 2) and 
economy measures they want to reduce this 
deficit to a certain extent, to Rs. 267.70 
crores. Even this Rs. 267.70 crores is much 
higher than the original estimate last time of 
Rs. 126 crores. But my fear is that the 
Government will not be able to contain the 
deficit even at this level, and this warning I 
give them to-day. 

Now, this Bill has been brought in order to 
mop up surplus money from the market so 
that the deficit can be reduced as far as 
possible. Now everybody knows that deficit 
financing is one of the major factors 
contributing to the inflationary situation. 
Indirectly, this Bill is also intended to fight 
inflation. This was the main purpose. To the 
extent you are able to mop up surplus money 
from the market, to that extent you are able to 
help in fighting inflation. This, I understand, is 
the purpose of the Bill. 

Now, Sir, to fight inflation is the most urgent 
task to-day. If we cannot fight inflation and 
stabilise prices, not only will the Plan be 
jeopardised, not only will there be political 
turmoils in the country and other turmoils in 
the society but I am afraid even the very sys-
tem of democracy will be very severely and 
seriously threatened. Therefore, the most 
urgent task for everybody to-day —for the 
Government, for the people and this 
Parliament—is to fight inflation by every 
possible means. 

Now, what are the causes of inflation? I 
shall enumerate only a few. I have already said 
deficit financing is one of the causes. Some of 
the other causes are : liberal expansion of 
bank credit and money  supply mostly  or    
mainly    for 

speculative business; fall in production, weak 
and faulty distribution system of essential 
commodities; increase in the prices of imports; 
black money; conspicuous consumption by 
sections of people and consequent fall in 
savings; unproductive expenditure by the 
Government and also by the private sector; and 
gross inequalities in income and wages. These 
to my mind are the basic causes of inflation 
today. These can be summarised and I would 
like to summarise them in this way. Actually it 
is too much money in the hands of too few 
people chasing too few goods. All these 
causes that are enumerated may be 
summarised into three basic things, three basic 
factors, and to fight inflation we have to take 
care of them : (1) we must raise production at 
a very fast rate; (2) we have to strengthen the 
public distribution system, particularly for the 
mass consumption goods; (3) we have to 
control money supply and withdraw the excess 
money    already in    circulation. 

In the matter of production I do not want to 
go into details, because there will not be much 
time. Some priorities must be fixed. We all talk 
of raising production. We all talk of increasing 
the growth rate of economy, of the GNP. But 
the basic question that we have to answer 
today, the Government must answer, the 
Planning Commission must answer, is what to 
produce and how to produce. It is on this 
question that all the previous Plans faltered 
and made mistakes. This is the basic question : 
what to produce and how to produce. I will 
briefly indicate how we should go ahead. My 
submission is in the next five years, in the 5th 
Five Year Plan, utmost and the highest 
emphasis should be given to production of 
mass consumption goods. We all know what I 
mean by mass consumption goods. That is the 
first priority. Between two sectors, between 
agriculture and industry, I will give first 
priority to agriculture and agro-industries, 
second priority to irrigation, power, transport 
and communications, third to core sector 
industries essential 
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to help production of mass consumption 
goods, then small-scale industries and then 
come others. So far as investment is 
concerned, it must follow the principle of 
priority. Additional expendiutre, additional 
investment, must be made only in agriculture 
and agro-industries, in power, in fertilizers, 
coal, steel and such other industries. So far as 
other industries are concerned, we should em-
phasise only on full utilisation of existing 
capacities. I do not advise or advocate 
expansion of such industries where their 
existing capacity is not fully utilised, while I 
would certainly advise additional investment 
and additional expenditure in agriculture, in 
power, in fertilizers, in coal and in steel. 

One thing I must say. I know when I •say 
this my friends from the other side may accuse 
me of being a reactionary, of being a member 
of a party of the bourgeois, landlord class, of 
being a member of a party whose policies are 
anti-labour, and so on and so forth. I know 
these charges will come from that side. In spite 
of that, even at the risk of being accused by 
such epithets, by such adjectives, I would like 
to submit that if we want to fight inflation, 
along with other measures, we have to see that 
the wheels of production are in motion and if 
wheels of production are to be in motion, we 
must see that there is no strike and no lock-out. 
Now when I say there should be no strike. 1 
am not blind to the interests of the working 
class. I am coming to it. But the basic fact must 
be accepted by all people, by all trade unions, 
by all political parties, if we want to fight 
inflation. Not only we have to withdraw extra 
money from the market, but we have to raise 
production at a fast rate; if we have to raise 
production at a fast rate, strikes and lock-outs 
must be avoided, must be banned. If possible, 
they must be avoided by mutual agreement; if 
it is not possible, I submit that strike and lock-
outs must be banned for at least three years in 
public sector indutries. But «=25 RSS/74 

people may say it is anti-labour. Therefore, I 
will submit to the Government that if we want 
to make it possible and acceptable to the 
working class, we have to do something else. 
And that is, we have to look into the income-
wage-price-productivity structure. The Prime 
Minister has given a call that we should have 
a national income and wage policy. We 
wholeheartedly support it. But this must he 
implemented. What about the formulation of 
such a policy? I will say something about it. 

We must evolve an income-wage-pnee-
productivity policy. The first principle of that 
policy should be that the ratio between the 
minimum and maximum should be 1:10. Let 
us come to certain conclusions. Some hard 
decisions will have to be taken in a situation 
like this. The situation is desperate. You 
cannot afford to go on like this. You have to 
do something. For that you must announce 
and formulate a policy of income-wage-pffce-
productivity. All these should be integrated. It 
must be a comprehensive and integrated 
policy. The first principle of that policy 
should be that the ratio between minimum and 
maximum should not be more than 1:10. The 
other basic ingredients of such a national 
policy on incomewage-price-productivity are : 

(1) The minimum wage must not be 
below the poverty line; 

(2) Due share to workers in the fruits of 
growth; 

(3) Rationalisation of inter-occu-
pational, inter-industrial and interregional 
wage differentials in a phased manner; 

(4) Elimination of wage differentials 
between organised and unorganised 
sectors; 

(5) Appropriate compensation 
against rise in cost of living; 

(6) To guard against substitution of 
labour by capital by keeping wages at 
reasonable level; 
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(7) Incentives  for higher produc-
tivity and acquisition of skills; 

(8) Compensation  for exceptional 
hazards  and  physical  risks. 

And now I come to bonus. Here again my 
friends on that side will not agree with me on 
this point. I strongly plead that this definition 
of bonus as deferred wage does not stand any 
rational test. By any rational argument you 
cannot bring it under deferred wage. Bonus is 
a share of profit. Therefore, if all the above 
points are accep-tet by the Government, I do 
not think the working class will object to 
bonus being accepted as a share in profit. If 
all these propositions are accepted, I am sure 
the working class of this country will lend 
their hand of co-operation and they will not 
allow any strike or lockout in this country so 
that the wheels of production may go on. This 
is a very important matter and Government 
must move in this direction with courage and 
determination. 

But, Sir, production however much we may 
try, whether it is agricultural production or 
industrial production will not be achieved 
immediately. We won't get immediate results. 
In agricultural production it will take at least 
six month; in industry I do not know how 
long. In the meantime the country cannot 
wait; the economy cannot afford to wait. So, 
we have to look to the other two factors. As 
originally suggested, when there is shortage 
in this country, we must strengthen the 
distribution system. Without that this country 
has no future. Without that we cannot fight 
inflation. If we leave it in the hands of the 
traders, then God alone help this country. 
The second is control of money supply. 

In the case of distribution of mass 
consumption goods, I would like to say a 
word about procurement. Our procurement 
policy for the last year was wrong; our 
procurement policy this year was also 
wrong. For the procurement    policy   to    
be    successful    the 

basic principle to be kept in view is that no 
middleman should be allowed between the 
State and the producers. Produce should be 
directly collected from the producers on the 
basis of some levy or on the basis of irrigation 
facility or acreage or inputs or on some 
rational basis. It should be directly collected 
from the producers. Only then the 
procurement policy will be successful. 

The second thing which I would like to 
submit through the Finance Minister to the 
Minister of Agriculture is about the F.C.I. 
Please do something about the F.C.I. It cannot 
continue to be a white elephant in this country 
any longer. I tell you, the Government has 
subsidized to the extent of Rs. 353 crores t0 the 
F.C.I. Fantastic ? It is atrocious. And this must 
come to a stop. The F.C.I, must be made a 
working proposition. The pricing policy has 
also to be so adjusted as to ensure a just price 
to the producer. He must get a just price.—
whatever be just in the circumstances. 

The most effective way to control inflation 
is to control the money supply. This is my 
major submission to the Government today. 
Sir, they have taken some steps—for example, 
the Reserve Bank steps. They have raised the 
lending rate. But to what extent? How much? 
Sir, even if you raise the Reserve Bank rate, the 
bank rate, the lending rate, up to 12% or 15% 
or 16%, but if the price rise is to the extent of 
25% 26%, 27% or 30%, what is the net result? 
The net conclusion is that as if the nationalized 
banks are subsidizing black marketing, 
hoarding, and so on. That is what is actually 
happening. If you want to control inflation, 
you cannot do it by raising the bank rate alone. 
My submission is that if you want to control 
money supply, the banks must be made to 
behave. And I am sorry to say that the Reserve 
Bank has completely failed in controlling 
commercial banks; I am very sorry to    s>ay    
this. 
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There is no sense in nationalizing all these 
banks if you cannot control their behaviour. 
Then, how to control them? The banks should 
be allowed lo lend only for productive 
purposes. Banks giving loans or credit for 
distributive or speculative purposes must be 
rigidly and strictly controlled. Production 
should not suffer. But for speculative business 
there must be a very strict control and very 
strict regulations. There must be a system of 
checking. There must be a system of audit and 
check on the utilization of the credit given to 
the business community. If you devise some 
such method, some such system, it is possible 
to control banks so that they do not give credit 
for speculative business, for hoarding, for 
black marketing, and so on...  (Time Bell 
rings). 

Sir, I am coming to the close very shortly. 
My Party has still a lot of time... 

THE VICE-CHAIRMAN (SHRI 
JAGDISH     PRASAD      MATHUR) : 
There are many speakers. 

SHRI BIPINPAL DAS: Still we have. 

Now, this is about the most vital question. 
The other vital question is to reduce deficit 
financing. Now, this Bill, which has been 
brought before us, has the objective of 
reducing deficit financing. Sir, I am not going 
into the details of this Bill, which I have sup-
ported. All our fiscal measures must be 
selective, and that tax must be imposed on 
those who can bear the burden. Now, it is said 
that the burden of the proposed taxes will not 
fall on the common consumers. Where is the 
guarantee? Where is that check? Every single 
pie of tax that you impose on any single 
item—may be a luxury item or whatever it 
is—is passed on to the consumer. There is a 
rise in prices everywhere. Where is the 
control? Before the Budget is presented to the 
Parliament,  there is general price rise in 

the market. Where is the control? Something 
has to be done about it, otherwise it is no use 
saying that whatever tax we have imposed 
will not be borne by the poor man. Everything 
passes on to the average consumer. To that 
extent, it helps inflation. 

Therefore, in all such measures, law must 
specifically provide that such fiscal measures, 
taxation and imposts will not be allowed to be 
passed on to the consumers. I am told inside 
the House and outside the House that such a 
law is possible. It was done in Kerala. It was 
also up-held by the Supreme Court. Therefore, 
it is possible to do so. The law must provide 
that such imposts should not be allowed to be 
passed on to the consumer. But mere fiscal 
measures would not help. The most important 
measure is to reduce your administrative and 
governmental expenditure. In all humility, I 
submit, with my experience as a Member of 
the Public Accounts Committee for two years, 
that there is a lot of waste in governmental 
expenditure. There is so much scope for 
economising. You have done something. 1 do 
not deny. Already 200 crores are estimated to 
be saved. But something more can be done. 
Therefore, I submit that all unproductive 
expenditure must be stopped completely. 

DR. K. MATHEW KURIAN (Kerala) : 
They are stopping productive expenditure. 

SHRI BIPINPAL DAS : Steps should be 
taken to improve the working of the public 
sector undertakings. There should be drastic 
reduction in subsidies. There should be a very 
strong and powerful economy drive in every 
Department of the Government and vigorous 
campaign for austerity from the top 
downwards. (Interruptions). Unless you do 
these things, no serious effort can be made to 
fight inflation. 
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[Shri Bipinpal Das] 
My final point is that all wastage can be 

located. The Public Accounts Committee is 
doing it and additional efforts should be made 
to locate it. All wastage should be eliminated 
from governmental expenditure. If you do all 
this, something will happen. Deficit will come 
down. Deficit can be lowered not only by 
additional taxation or mopping up money from 
the market, but also by lowering the 
expenditure and economising which is possible 
but which has not been done unfortunately. I 
would also say that responsibility should be 
fixed on officers. If even a single pie is spent 
for nothing or for unproductive purposes, the 
officers who are responsible for the 
disbursement must be held responsible. 

DR. K. MATHEW KURIAN: The Minister 
should be sacked. 

SHRI BIPINPAL DAS: If a Minister is 
responsible for this, such a Minister should 
also be punished. Nobody should be excused 
in this matter. All foreign travels, whether by 
Ministers or by Members of Parliament or by 
officers, must be drastically curtailed at least 
for two years. 

If you take these measures, I hope deficit 
financing can be curtailed, money supply can 
be controlled and bank credit can be curtailed 
and production can be raised. Only then, we 
can claim that we are equipped to fight this 
menace called inflation. 

The ordinance on dividends is all right. As a 
matter of fact, I wanted these ordinance to be 
more stringent and stricter. According to the 
ordinance on extra wages and dearness 
allowance, fifty per cent is going to be 
impounded. Very good. You impound 450 
crores in the first year and 650 crores in the 
second year. That is alright. But what is this 
fantastic idea of giving a high fate of interest 
amounting to 300 crores of rupees? If you give 
interest of 300 

crores on that impounded money after two 
years, do you think that your production will 
rise accordingly? If the production does not 
rise or is not commensurate with these extra 
300 crores of rupees, what happens? Have you 
thought about that? Therefore, these 
ordinances must be carefully examined. You 
have not decided to invest that money for 
production. If you keep this deposit for two 
years and then you pay interest, then don't you 
add to inflation thereby? 

I submit this for the consideration of the 
Finance Minister. I am happy that Mr. Chavan 
is just now here. 

Finally, Sir, one word about black money. 
Sir, all these measures which I have suggested 
about production and control of money supply 
will go a long way to fight black money. 
Besides this, I would like to say one or two 
words. The Government have decided to ac-
quire undervalued property. Mr. Ganesh the 
other day said that the Government have 
issued notices to 5,000 such cases. The black 
money is utilised to purchase property which is 
undervalued. So, this measure will have a good 
effect. It will be a good deterrent measure. It 
will have a deterrent effect. It will prevent 
people in future— I do not know how far—to 
purchase property with black money. It may 
have some affect and I do not deny it. But 
when you acquire that property today and pay 
in cash, how much cash will go into the 
market? And if a large amount of cash goes 
into the market, why do you try to acquire that 
property? Will that also not help in raising 
inflation? The Finance Minister is here. To 
fight black money, I would suggest that house 
to house checking of property and detection of 
unaccounted money must be taken up. It may 
take One year or two years or five years; it 
does not matter. Let us take it up first in cities 
and then in important towns and slowly 
downwards. I would suggest 
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that depositing money in foreign banks abroad 
must be made illegal. The practice of Indians 
earning here and depositing in foreign banks 
abroad must be declared illegal. I suggest 
immobilization of 100-rupee notes by 50 per 
cent and issue of bonds which may be en-
cashed after five years with interest. If you 
don't want to immobilize fully, at least 
immobilize part of 100-rupee notes which are 
in circulation today. You don't immobilize the 
entire thing. But immobilize at least 50 per 
cent, of it, which may be paid back after five 
years with interest. By this, if my calculations 
are correct, at least 1500 to 1700 crares of 
rupees will be withdrawn from the market. 

And finally, if you want to fight black 
money, you have to take ruthless 
administrative action. There should be not 
only monetary or fiscal measures but also 
ruthless administrative action against the 
hoarders, blackmarketeers and smugglers. And 
you must provide for nonbailable arrests, and 
a minimum punishment of 10 years rigorous 
imprisonment. Recently we have passed the 
Essential Commoddities (Amendment) Bill 
and it is now with the other House. I must say 
that I am totally dissatisfied with that Bill. If 
you mean business, all arrests must be 
nonbailable in the case of hoarders, 
blackmarketeers and smugglers, and the 
minimum punishment should be ten years 
rigorous imprisonment. Otherwise, you cannot 
curb these activities. If all these measures are 
taken, I think, we shall be able to fight this 
monster of inflation and help the economy to 
come back to normalcy. Thank you, Sir. 
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This view has been expressed in a 
detailed memorandum submitted early this 
year to the Prime Minister by about 130 
economists from all over the country 
diagnosing the causes of the present 
inflation and suggesting a set of remedies to 
combat it. The memorandum outlines the 
leading proximate causes of the current 
inflation as excessive credit from the 
Reserve Bank of India and commercial 
sectors. 

'The excessive issue of money in the 
context of fragmentedly and inefficiently 
administered control' according to the 
memorandum 'has led to the proliferation of 
unaccounted incomes.' The memorandum 
presents an upper estimate of black income 
during 1972-73 of the order of Rs. 9,000 to 
Rs. 10,000 crores and of black money of 
about Rs. 1,800 to Rs.  2,000 crores. 

The Semibombla suggests the following 
steps to immobilise money stock by 30 per 
cent. 

(a) All the outstanding currency with 
the public and the banks    as 

well as all bank deposits (current 
accounts only) should be reduced in 
value by 30 per cent. This should not 
apply to low denomination notes. 

(b) Holders of currency notes of high 
denomination may be given special 
savings certificates of the value of the 
cut, for obtaining which no time limit 
need be imposed. 

(c) Holders of bank accounts should 
be credited with blocked accounts of the 
value of the cut. 

(d) The above certificates and 
blocked accounts will be cashed or 
released after 20 years and should 
carry interest of five per cent 
which can be taken in cash or 
credited to the account of the par 
ties each year. 

'In this way,' the memorandum states, 'a 
significant part of the money supply will go 
immobilised, though an interest charge of 
about Rs. 100 crores may have to be paid 
on the same each year.' 
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DR. K. MATHEW KURIAN: Mr. Vice-

Chairman, I rise to oppose the Finance (No. 
2) Bill, 1974, When I oppose this Bill, I 
have naturally to discuss some of the basic 
fiscal and economic policies pursued by this 
Government—policies which are reflected 
in this Bill indirectly, if not directly. 

Despite additional taxation to the tune of 
Rs. 123 crores and the proposed economy 
measures of Rs. 200 crores, we will still 
have a massive budget deficit of Rs. 267.7 
crores according to the admission of the 
Government. I have tried to make a very 
rough and ready calculation. Naturally I do 
not have all the machinery for making 
precise calculation as Shri Chavan, the 
Finance Minister, has. But according to my 
estimate, even this estimate of deficit of Rs. 
267.7 crores is a gross under-estimate I 
charge this Government of fooling the 
people and taking the country 

for a ride again. In fact the deficit in this year 
will not be anything less than Rs. 800 crores. I 
am prepared to go into the details and 
convince anyone that at the end of this year 
we are going to end up with a budgetary 
deficit of Rs. 800 crores and this figure of Rs. 
267.7 crores is a gross under-estimate in order 
to hoodwink and befool the people. 

Sir, Shri Bipinpal Das, one of the exponents 
of the Treasury Benches' view, said that the 
additional taxation will withdraw money 
supply and reduce the deficit financing and, 
therefore, it is anti-inflationary. This is an 
argument handed over to him by the Finance 
Minister—an argument which he has 
swallowed without really thinking about it. 
This is a bogus argument. I will explain why it 
is so. The effect of money supply on the 
general level of prices is a very complex 
phenomenon and it depends essentially on the 
pattern and distribution of production. It de-
pends on the ownership pattern in industry and 
agriculture. This Government which professes 
socialism, which professes gatibi hatao, even 
today continues to play, what I call the politics 
of camouflage. They fool the entire nation by 
talking socialism, but in fact helping the 93 big 
monopoly houses allowing them to increasing 
their super profits, and having increasing 
collaboration with foreign capital in order to 
continue on the path of capitalism in this 
country. They rule in alliance with landlords in 
the country-sides, exploiting the poor and 
middle peasants and agricultural labour. These 
policies are not going to touch the fringe of the 
problem of inflation. This is my main 
contention. Therefore, I am prepared to 
challenge the Government that their argument 
that additional taxation leads to withdrawal of 
money supply, and reduces deficit financing 
and, therefore, becomes anti-inflationary, is a 
bogus argument—an argument which cannot 
stand the scrutiny of any expert. 
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Shri Bipinpal Das prefaced his statement 
by saying that at the risk of being 
misunderstood as a reactionary, he is 
prepared to continue to support the 
Government's policy. What did he say? He 
was saying that in order that the wheels of 
production in the country can move, strikes 
should be banned. I do not know whether 
Shri Chavan, the Finance Minister, will 
listen to me. Would you, Mr. Vice-
Chairman, give a direction to the Finance 
Minister to hear me at least on this point? 

Sir, when Mr. Bipinpal Das demands that 
in order that the wheels of production 
should move, there should be no strikes, 
still he claims that his proposal is not anti-
labour. He does not accept the concept of 
need based minimum wage accepted by the 
15th Labour Conference. The Government 
has already accepted in principle, and in 
fact implemented partially, the system of 
bonus, minimum bonus of 8.33-1/3%. 
Bonus has been accepted in this country 
officially as deferred wage. But Mr. 
Bipinpal Das would now make a retreat and 
say that this is profit sharing I found, to my 
great surprise, that Mr. Bipinpal Das, a 
"progressive" on the Treasury Benches, is 
being supported by one of the 
representatives of a reactionary party, 
Cong(O), Dr. Alva. Sir, on this question of 
anti-labour policy, the so-called Socialist 
Government on this side and the Congress 
(O) on the other side agree with each others. 
Sir, there was support from Dr. Alva to Mr. 
Bipinpal Das's proposal that bonus should 
no longer be considered as deferred wage, 
and that it should be linked with 
profitability. Sir, I think the Government 
should bow their head 'Ha shame for even 
having one of their members seeking a 
change of policy, Which they themselves 
profess. Sir, I wonder whether he is a 
disciplined member of his own party. 

Sir, I come to the core question re-
garding the Finance Bill now. Sir, the 
Finance Bill is primarily concerned with 

resource mobilization. The Finance Minister 
made a statement on 31st July. I quote: 

"In the background of great hardships 
being endured by the common man, there is 
clearly no case of imposing fresh levies on 
articles of mass consumption . . ." 

Sir, Mr. Chavan has shed crocodile tears. 
When Mr. Chavan said this thing in the Lok 
Sabha on the 31st July, he was shedding 
crocodile tears, because if you really examine 
his Finance Bill, he is not touching the big 
business. What is my proof? The best proof 
regarding the pudding is in the eating. Here is 
a quotation from newspapers : 

"When the Supplementary Budget was 
presented by the Finance Minister on July 
31st, as scheduled, the market heaved a 
sigh of relief. . . because of the absence of 
fresh imposts on the corporated sector." 

Sir, since in the new Budget there was no 
fresh impost on the big business, share market 
behaved very favourably to Finance Minister's 
budget. He should be given a big award for 
helping big monopoly companies. And when 
he told the Lok Sabha on the 31st July that 
there is no case for imposing fresh levies on 
articles of mass consumption, he was 
hoodwinking the people. Again I quote : 

". . . The worst fears of the stock exchange 
fraternity have  been belied by the 
Supplementary Budget . . ." Then: 

"The stock brokers who were mauled 
badly by the Dividend Ordinance not long 
ago had been waiting for the Budget 
proposals with unabated breath . . . The 
Finance Minister has done nothing to add to 
their worries." 

The Finance Minister has done nothing to 
add to the worries of the big business. On the 
contrary,    the    addi- 
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[Dr. K. Mathew Kurian] tional   levies  will  
increase   the  general level of prices. 

Here I would like to make a point. The 
relationship between a particular levy or 
taxation on a particular commodity and its 
price level and the general level of pricing is 
not a simple relationship of arithmetic. This is 
a whole complex in terms of inputs and raw 
materials which enter into the production of 
other commodities. This Finance Bill will thus 
increase prices, the general level of prices, by 
at least 3 to 5 per cent. In fact, the 
Government, by bringing this Bill, have added 
insult to injury at a time when the people are 
suffering because of increasing prices. They 
are adding insult to injury. 

Sir, according to the Finance Minister, this 
Bill is anti-inflationary, because it is a two-
pronged attack on inflation. On the one hand 
from the supply side he proposes to increase 
production, especially of wage goods. 

Secondly from the demand side, he would 
like to control the growth of money income 
and money demand. In fact, the taxation 
proposals and the three ordinances as a 
package cannot solve the problem of the 
people. They will worsen the economic and 
social conditions of the people. It is true that in 
the present Bill there are certain goods which 
are, relatively or absolutely, items which are 
not of mass consumption. For example, 
superfine cloth. Nobody objects to that. But if 
you take the totality, the picture is different. 
The proposal to raise the auxiliary duty on 
certain varieties of paper has, its impact on 
prices of educational materials of students and 
teachers and on publishing and book industry 
in general. Sir, if you take the relationship 
between the new tax proposals and the general 
level of prices, it is a picture which is contrary 
to the assertion of the Finance Minister. I know 
that Mr. Chavan is not a simpleton. He is a 
clever Finance 

Minister because he is trying to confuse the 
issues by converting a complex phenomenon 
into a simplistic phenomenon. This is where 
his cleverness lies. For instance, let us take a 
few commodities. Take sugar, levies on sugar 
in 1960-61 amounted to Rs. 44.19 crores. But 
in 1974-75, the so-called socialist Congress 
Government has collected from the common 
people Rs. 153 crores. 

Tea is another items of common con-
sumption. 

SHRI BABUBHAI M. CHINAI 
(Maharashtra): We are earning Rs. 200 crores 
by way of exporting tea. 

DR. K. MATHEW KURIAN: In 1960-61, 
Mr. Babubhai Chinai and his company were 
not enjoying superfine profits. In the case of 
tea, the duty collected in 1960-61 was Rs. 7.45 
crores. In 1974-75, it is 41.40 crores. Similar is 
the case of kerosene. The Finance Minister, by 
any stretch of imagination, cannot call it an 
item of luxury consumption. In Bihar where 
the whole people are in struggle against the 
corrupt Congress Government, students and 
teachers in mofussil colleges cannot read their 
text books at night because there is no 
kerosene and also because the price is too high. 
If you pass through the streets of Bombay from 
where Mr. Chavan comes, it is pathetic scene. 
In 1960-61, the total duty collected on 
kerosene.was Rs. 8.29 crores. In 1974-75, Rs. 
130 crores were collected from the common 
people. Sir, Mr. Chavan is a pick-pocket, 
fleecing the common people by additional 
taxation. This is my charge. They have col-
lected money on soap, cement, paper, matches, 
etc. 

Let us now come to black money. Mr. 
Chavan is very correct. I looked at the 
proceedings of the Lok Sabha and found that 
Mr. Chavan was very correct in his statement. 
I am prepared to give him credit for accepting 
a very important fact regarding black money. 
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He admitted that by demonetisation alone 
we cannot solve the problem of black 
money. The existing stock of black money 
in the form of currency can be cut by 
demonetisation. But black money, in reality, 
is a flow of incomes going through the 
processes of production and ownership 
which cannot be covered fully by 
demonetisation. I think he is right. Sir, 
precisely, this is my point. Black money is a 
flow, not merely a stock. It is pri marly a 
flow of black income. In this country, black 
income is generated because of the 93 
monopoly houses which are given licences 
by Mr. Chavan. In this country, the 
monopoly houses and the black money 
flourish with political patronage and  
corruption  by  the  ruling party. 

Black money as a flow will continue so 
long as this corrupt, monopolist, landlords 
and pro-imperialist Government remains in 
power. Therefore, the ultimate solution to 
the problem of containing inflation is the 
removal of these people from the saddles of 
power, from the pinnacles of power. Sir, in 
the case of monopolies, what did they do? In 
1966, the Tatas, the biggest monopoly 
house, had Rs. 505 crores worth of assets. 
But in 1971, during the rule of garibi hatao 
and socialism, they had assets worth Rs. 711 
crores. The Birlas had Rs. 458 crores in 
1966 and in 1971, the assets were Rs. 687 
crores. I am not going to give the whole list 
but the list is available for anybody's 
knowledge. 

Mr. Chavan claimed in his statement in 
the Lok Sabha on 19-8-1974, and I quote : 
"By reducing the marginal rates of personal 
taxes, we have reduced the incentive for tax 
evasion." Sir, Mr. Chavan found a 
wonderful statement in the Wanchoo 
Committee report. The Wanchoo 
Committee said that tax evasion is 
increasing because the marginal rate of 
taxation is increasing. Therefore, if you 
reduce the rate of taxation at the top margin, 
tax evasion will go. 

Sir, this is an argument which I cannot 
understand despite repeated attempts to 
understand what they really mean.  Do they 
really mean  that the  big business in this 
country, the money bags in this country, would 
like to voluntarily handover their resources    to    
the    Government? Do they believe in them, in 
their honesty  and  in  their  integrity?   Sir,   if 
the big business  have evaded  taxes,   it is   
simply  because  they  would  like   to retain 
their income  in    their    pockets. They do not 
want to part with it and give it to the State 
exchequer.  If that motivation of retaining 
incomes in their pockets rather than handing 
over to the Government is the  motive  behind  
tax evasion, then by reducing the taxes, the 
marginal rate  of taxation, you are  not going to 
increase the retention of taxes by  the  
Government.    You will reduce taxes.  That is 
the Government's retention of taxes will also 
reduce.    Therefore, to say that tax evasion will 
be reduced because the rate of    taxation is 
reduced is  a bogus argument which  is against 
the national interest. The Government has 
succumbed to the pressure of big  business on  
this question,    and the  Wanchoo   Committee   
Report came very handy.  (Time bell rings.)    I 
will conclude in five minutes, Sir. 

Sir, Mr. Ganesh, the Minister of State in the 
Ministry of Finance, who is now a claimed to 
be the Minister in charge of smuggling—I am 
not saying that he is in charge of smuggling, but 
in charge of anti-smuggling—propostes a 
campaign against smugglers. But, Sir, in this 
House, during the last Session, I produced a 
photograph of a Minister in the Government of 
Mr. V. P. Naik in Maharashtra, sitting and 
chatting in an intimate personal way with one 
of the biggest smugglers in the west coast of 
India, near Bombay. He is Jhaveri— one of the 
biggest smugglers in Bombay. He was sitting 
with a Minister . . . 
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DR. K. MATHEW KURIAN : I can 
prove it. I showed this photograph to the 
House. One of the smugglers called Jhaveri 
has been in contact, in collusion with one of 
the Ministers. 1 am not disclosing the name 
now. I have already disclosed the name to this 
House. It is on record. The question now I 
raise is this. Though I raised a number of 
cases and showed a photographs, what action 
has Mr. Ganesh taken against the Minister in 
Maharashtra and against this smuggler, 
whom I have named. I have also named some 
officials in his Ministry who were having 
drinks in a flat in Defence Colony, owned by 
an ex-Army Officer. I have shown the 
photograph of the official in charge of tax 
evasion, in charge of curbing smuggling, 
sitting with smugglers, and sharing drinks 
with smugglers. 

If the Government has any courage let 
them come forward and take action on the 
specific cases which I have brought. Anti-
smuggling campaign should not be reduced 
to a hoax. Let the Government start hard 
work and be earnest in this matter. Let first 
things come first, take the records of the Lok 
Sabha and the Rajya Sabha and take action 
on the particular cases brought to the notice 
of the Government. 

There is large-scale evasion of Central 
Excise Duties. It was brought out by the 
Venkatappiah Report. I am not aware. 
Whether the Venkatappiah Report was not 
placed on the Table of the House. Sir, I quote 
from this Report. 

"Large scale evasion of Central excise 
duties takes place in a wide variety of 
commodities including sugar, tea, 
matches, soap, medicines, rayons and art 
silk." 

What action has been taken? 
Sir, one more point before I conclude. The 

Government claims that Rs. 200 crores will 
be saved by economy measures—economy 
in expenditure. But,  according  to  one 
calculation  the 

picture is different. Here are some examples 
given of economy in expenditure. 
Education—they have reduced the 
expenditure by Rs. 11.76 crores. Agri-
culture—they have reduced the expenditure 
by Rs. 13.84 crores. Central assistance to the 
State Five Year Plans —the expenditure has 
been reduced by Rs. 93.98 crores. 
Employment schemes, about which they talk 
too much—Rs. 34 crores have been reduced. 
Advance action for the Fifth Five Year 
Plan— expenditure reduced by Rs. 30 crores. 
Naturally, there is no need for any advance 
action or advance planning for the Fifth Five 
Year Plan because the Fifth Plan is dead 
before it is born. Sir, it is a still-born baby, 
still-born under the tender care of Mr. D. P. 
Dhar. 

AN HON. MEMBER : It is a mis-
carriage. 

DR. K. MATHEW KURIAN: Yes, it is 
miscarriage. The planning in this country is 
dead and Mr. D. P. Dhar is presiding over 
the cemetry. He is an under-taker of the 
Fifth Five Year Plan which    is dead before 
it was born. 

Sir, I will now conclude by giving some 
suggestions. Mr. Chavan will say that I have 
been too critical but what are the 
alternatives. I have the following 
alternatives. 

Firstly, I say if you have courage in your 
hands, take over all the monopoly houses—
the 93 monopoly houses— and restructure 
them. Do not only take over these 93 
monopoly houses but restructure their 
production pattern. Maximise production in 
order to help the production of not only 
priority items of machinery and raw 
materials but also goods of mass 
consumption. 

Secondly, nationalise all the foreign 
private companies without compensation. 
They have fleeced this country and they have 
taken away by way of profits and dividends 
the entire foreign capital several times over. 
Now, take over the foreign sector without 
compensation. 
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Thirdly, drastically change your fiscal 
policy which relies increasingly on indirect 
taxes which affects common people and 
proportionately less on direct taxes. 1 say, 
change this policy. Increase direct taxes 
which fall on the rich. Reduce the taxes on 
the poor and marginal farmers, poor and 
middle peasants and the working class. 
Reduce the taxes on them. Increase the taxes 
on the rich. Change your policy. In 1950-51 
the proportion between direct and indirect 
taxes was 50 : 50. What is the proportion 
today? Indirect taxes form more than 83 to 
85 per cent of the total taxes. 

Fourthly, Sir, introduce monopoly 
procurement with producers' levy throughout 
the country. Exempt small peasants and 
medium peasants. Give them even a bonus, if 
necessary. But, take over all the entire 
marketable surpluses of the landlords and 
distribute them through fair-price shops. 

Fifthly, run the public sector not in the 
interests of the private sector, as they do 
today, but in the interests of the people. 
Change the anti-labour policy as we have 
witnessed during the Railway strike, a policy 
of victimization and repression and 
suppression of the people. Change that policy 
into people's participation in developmental 
activities. 

Sir, the Government today has poverty of 
ideas. Even if Satan descended on the 
Government and offered "Semibombla" 
scheme or a "mini-bom-bala" scheme they 
would accept it. Today, they have such a 
poverty of ideas. They have lost many of their 
pseudo-socialist postures. They are in-
creasingly going on to the road of suppression 
of people's rights. 

Sir, they are in a desperate position and 
that is why the Government today is a 
Government of intrigue. There are three 
sources of intrigue, the Prime Minister, Mrs. 
Gandhi, the Finance Minister, Mr. Chavan, 
and the Defence 
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Minister Mr. Jagjivan Ram, the three sources 
of power intriguing with each other and no 
coherent economic, social or political policy 
is possible so long as this type of political 
system which is corrupt to the core remains. 
Therefore, I oppose this Finance (No. 2) Bill 
totally and I demand that a complete reversal 
of the policy should take place immediately so 
that this country, this nation can be saved. 

SHRI B. RACHAIAH (Karnataka) : Vice-
Chairman, Sir, I thank you for calling me to 
speak at the fag end of the discussion on 
Finance (No. 2) Bill. The Finance Minister 
has explained the circumstances in which he 
has been compelled to bring before this House 
another fiscal proposal for acceptance of the 
House even before completing the process of 
presentation of the First Finance Bill. 

[The   Vice-chairman  (Shri  Bipinpal Das)  
in the Chair] 

Sir, everyone in this House as well as in the 
other House has accepted that the country is 
passing through a very critical financial crisis. 
Inflation is on the increase and the prices are 
showing a tendency to increase and it is in 
these circumstances that the people want that 
the Government should bring down the prices 
and contain inflationary tendencies. 

Sir, the 1974-75 Budget had threefold 
objectives; one is to cut down the 
administrative expenditure, secondly to 
mobilise resources on a massive scale and 
thirdly to reduce reliance on deficit financing. 
Let us examine how far the Government had 
been able to achieve these objectives. As Dr. 
Ku-rian has said there has been a cut of Rs. 
200 crores in administrative expenditure. I am 
particularly of the view that the cut in the 
agricultural sector of nearly Rs. 13 crores 
should not have been made. There are several 
other items of expenditures in the ad-
ministrative set-up which could be cut 
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[Shri B. Rachaiah] down but today we see 
that expenditure is going on in the same scale    
in each Department in its own way. 

Secondly, the inflationary tendencies are 
attributed partly due to decline in agricultural 
production and partly due to sluggishness in 
industrial growth. Sir, I have had occasion to 
look into agricultural production in the States. 
Really there was an increase in agricultural 
production in the country from 65 million 
tonnes to nearly 108 million tonnes over a 
period of five years. It is only from 1971 and 
1972 that there has been a decline in 
agricultural production to about 95 million 
tonnes. Why is the decline there? We have to 
look into the causes. The Finance Minister 
has explained in his speech that we had 
drought conditions for two consecutive years 
and there has been unprecedented flood havoc 
in this country. 

During the period between 1955 and 1973 
many times there has been flood havoc and 
there has been damage to life and property to 
the tune of Rs. 2,400 crores nearly. Again, 72 
districts in 13 States have been subjected 
constantly to drought conditions. So, the 
increase in Government expenditure could not 
be foreseen. Naturally they have to take 
remedial measures so as to give necessary 
relief to the people. In this context, 
governmental expenditure could not be 
curtailed. On the other hand, the deficit, as 
originally envisaged, has increased. Everyone 
of us has been seen in many districts and in 
some parts of the country the flood 
devastation. Remedial measures have to be 
bound and the Government has to find money. 
So far as resources are concerned, it has 
almost remained stagnant. He has not 
attempted to raise or mobilise resources on a 
massive scale, as has been attributed to by Dr. 
Kurian. There are certain items which can take 
some more load. Without any  receipts   
Government   cannot   be 

run. Particularly when we have professed 
and taken oath that poverty has to be 
removed and necessary amenities have to be 
provided to the people and when we are a 
welfare State, naturally we have to take the 
burden. However unpleasant it may be, we 
have to tax people and get money. While 
doing so, we have to choose the priorities. In 
choosing the items for taxation, he has really 
taxed those items which can take some more 
load and which will not directly touch the 
common man. I am, therefore, in full 
agreement and lend my support to his 
proposals. 

So far as direct taxes are concerned, he has 
made two proposals. One is the tax on the 
interest earned by banks. After all the bank 
rate is 7 per cent and the increase by way of 
bank interest is one per cent. When the people 
can get capital from outside only at a higher 
rate, why should not the people pay one per 
cent more for their capital requirements? This 
is not too much. I have seen in the villages the 
village money-lenders who lend money to 
agriculturists even at the rate of 50 per cent. 
They charge by way of grains for Rs. 100/- 
one Palla of paddy by way of interest at the 
time of harvesting. When compared to this ex-
orbitant rate of interest that is being charged 
by the private sector, the increase in bank's 
charge by one per cent, 1 think, is reasonable. 
We can accept it. Secondly, there has been a 
concession given in respect of capital gains 
below Rs. 1 lakh. Does it not give an 
indication that the Finance Minister has 
attempted to tax those items which will 
certainly take the load? In respect of indirect 
taxes, duties which have been levied are not 
on items of mass consumption. The items are 
superfine cloth, nylon, cement, copper wire 
and alloys. All these items should be taxed. 
Without money Government cannot run. I feel 
that these items he has choosen after fully 
consideration. All I  these items  can be taxed 
and  Govern- 
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merit can take some money out of them. 
They do not directly hit the people. So far as 
the three Ordinances are concerned, one is 
with regard to the immobilisation of fifty per 
cent of the increase in dearness allowance. 

Some people say that it is not a measure 
which would encourage the working class. 
Sir, time and again, both in this House as well 
as outside, people come out with the 
argument that the prices are increasing and 
that there is a case for revision of the dearness 
allowance and for increasing the emoluments. 
Even without consulting the States, the 
Central Government went on increasing the 
dearness allowance and the emoluments, and 
it gave a signal to the business class and the 
traders and the benefit really went to these 
people and it never helped the working class 
or the wage-earners. Therefore, this remedy 
by increasing the dearness allowance and the 
emoluments to arrest the prices has not prov-
ed effective. Effective measures lie 
elsewhere. To curb the inflationary tendency 
and to arrest the price rise, production is the 
only sovereign remedy. 

When we think of production, our 
agriculture has been monsoon-oriented. We 
always depend upon our monsoon. If it is 
delayed there is panic among the agricultural 
classes, and sometimes, the late rains also 
upset the farmers' budget. In these 
circumstances, nearly 80 per cent of the 
people contribute about 47 per cent of the 
total national income but they are left to the 
vagaries of nature; they have no fixed 
income. Therefore, we have no right to ask 
them to sell their produce at a fixed price, un-
less we give them the services they require 
and all the inputs at their doors. This has not 
been done for the last several years. An 
attempt now has been made to give them 
some incentives by way of supplying 
chemical fertilisers, pesticides, insecticides 
and some credit too. But if you look at the 
credit facilities given by    the national- 

ised banks and the cooperatives, it is only the 
affluent farmers in the villages that have 
benefited. Even the technical or scientific 
knowledge has gone only to those affluent 
farmers. And the marginal and the small 
farmers have got some benefits only in recent 
years. Marginal farmers have been defined as 
farmers who hold more than one hectare, who 
hold between one hectare and 2i hectares. But 
the farmers who own less than one hectare, 
they are not taken into consideration for any 
credit facilities or for any incentives. They 
form nearly 39.1 per cent of the total agri-
cultural land-holders operating on 9.2 Million 
Hectares. If there is incentive given to these 
farmers who are holders of less than one 
hectare, then intensive cultivation could have 
been much more and our agricultural produ-
ction would have been on a much higher scale. 

Therefore, in our plans we might see that 
this class of people who own even less than a 
hectare of land get all the benefits of the 
imported fertiliser. The main reason for the 
decline in agricultural production during the 
last two years has been the decline in the 
import of fertiliser. I have been doing farming 
in Mysore. For want of fertiliser per hectare I 
have been getting only 6 quintals of paddy. 
The yield could have been much more if 
fertiliser could be supplied in time in adequate 
quantity according to the formula given by the 
scientists. Therefore, in the absence of proper 
import of fertiliser, it is not possible to pro-
duce adequate quantity of foodgrains. Our 
country has a capacity of producing 22 lakh 
tonnes of fertiliser but only 13 lakh tonnes is 
being produced. Organic manure is only 8 per 
cent of the total production of manure. There-
fore, even if we have to import fertiliser at 
exhorbitant rates, it is better than importing 
foodgrains. I would, therefore, urge that 
fertiliser should be distributed properly.    
When  incentives 
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[Shri B. Rachaiah] will be given the affluent 
and even the small farmer will be willing to 
give surplus foodgrain for the public distribu-
tion system. 

Moreover, Sir, unless there is effective 
procurement internally we cannot run the 
public distribution system effectively with the 
imports. Therefore, the two things are 
interlinked. There should be priority to 
agriculture, irrigation and animal husbandry 
and other allied subjects. Even in the Fifth 
Plan only 21.1 per cent is allocated for this 
purpose. This has to be increased. The priority 
has to be refixed. With these few words, I 
support the fiscal measures that have been 
brought before this House. I thank you, Sir, for 
giving me the opportunity to speak. 

SHRI U. K. LAKSHMANA GOWDA 
(Karnataka): Mr. Vice-Chairman, Sir, the very 
fact that the Finance Minister has to come out 
with a second Finance Bill within about six 
months of the first one in which increased 
taxation has been provided to the extent of 
nearly Rs. 200 crores, and another Rs. 230 
crores, indicates that the situation of our 
economy is not very good. It indicates the 
soaring inflationery tendencies which the 
Government hasi not been able to handle with 
all their oft-repeated measures and intentions. 

The Finance Minister has come out with the 
various proposals in the second Finance Bill 
and also this was preceded by three 
Ordinances with a view to curbing inflation 
and stabilise the economy as they themselves 
indicated. But, Sir, I am very sorry that these 
measures have not had the desired effect and 
we find that the economy has been 
deteriorating and the inflationary tendencies 
instead of being curbed are on the increase. 

Sir, apart from the various curbs and 
freezes on the profits and dividends and the 
wages, which were proposed in the 

different ordinances, the second Finance Bill 
proposes various customs and excise duties 
which come to the extent of Rs. 98 crores for 
the year and about Rs. 147 crores for the 
whole year, and this is in addition to the taxes 
which are to the extent of about Rs. 123 crores 
for the year and Rs. 210 for the whole year. In 
spite of this the Budgetary deficit which they 
anticipated to be about Rs. 127 crores is now 
estimated to be Rs. 267 crores. 

The supplementary demands which were 
placed in the other House show that the 
Government, in spite of this massive tax 
effort, has not been able to hold the deficit at 
Rs. 126 crores, and it is estimated to come to 
nearly Rs. 262 crores. Of course, they are 
thinking of some commendable efforts. From 
the demands for grants, it is seen that the 
additional requirement of funds both on the 
Plan and the non-Plan side will be offset to 
some extent through reductions in non-Plan 
developmental expenditure and also through 
re-phasing of the Plan schemes which have 
somewhat a different priority. In spite of all 
this, we find that the desired effect has not 
been there. 

Now, with regard to the taxation as such, 
even though it is said that it does not hit the 
common man, the taxes which have been 
levied on commodities have actually resulted 
in a cost push and the inflation is eventually 
passed on to the consumers not only in luxury 
goods but also in consumer goods. Take for 
example, the tax on indigenous copper which 
has been raised from Rs. 1,500 to Rs. 4,000. 
This has its effect directly on agriculture. 
Copper is extensively used for the 
manufacture of copper insecticides and 
fungicides, and the increase will naturally be 
passed on to the consumer. As it is, a tonne of 
copper sulphate costs Rs. 12,000. It has nearly 
doubled within the last few months or nearly a 
year. We can understand what the increase in 
the cost of production will 



201 Finance (No. 2) [26 AUG. 1974] Sill, 1974 202 

be on the general agriculture and also on 
commercial crops. Likewise, the increase on 
cement, the increase on plastics and the 
increase on so many other items which have 
been enumerated here will naturally add on to 
the cost push. The result of it will be that the 
consumer will have an element of it passed on 
to him. Certainly this is not anti-inflationary, 
and the cost of living index for the time 
subsequent to the promulgation of the 
Ordinances, etc., has indicated that there has 
been a continuous rise. Of course, the Gov-
ernment has its own difficulties. It had to 
provide for import of fertilisers and foodgrains. 
It had to make up for the railway loss. Another 
Railway Budget has come which has added to 
the misery of the common man. So, I would 
like to mention here that none of these 
measures has had much of the desired effect. 

Sir, so far as the Ordinances are concerned, 
I would like to say a few words. The first one 
is with regard to the curbs on dividends. The 
intention was that the companies should pay 
the share holders a dividend of not more than 
12 per cent. Of course, when the Ordinance 
came there was a muddle, first it was said that 
it would be "before taxation". Eventually it 
was said by an amendment that it would be 
"after taxation". This resulted in no company 
being able to pay a dividend of 12 per cent 
which they had originally envisaged. In 
addition to that, as already mentioned by 
another friend of mine here, the recent 
amendment to the Company Law makes it 
obligatory that not less than 10 per cent of the 
money which can be appropriated for 
distribution of dividend has to go into general 
reserves. That will further reduce the money 
available for payment and dividends. I 
disagree with my friend Dr. Kurian here. He 
said fabulous profits and dividends are being 
paid. Who can pay 12 per cent dividend?    
Even this  12  per cent  is  on 

the original value of the share. If an ordinary 
small investor has paid a premium and 
purchased shares, he would hardly get three or 
four or five per cent. When the Bank Rate 
itself has been raised to provide the depositors 
an interest of 8 to 10 per cent, I do not think 
there is any justification for saying that the 
dividends on shares should come down to 
three or four per cent. It is not always the large 
shareholders who are to be taken into con-
sideration. There are thousands and thousands 
of small shareholders and I would plead again 
that if they want to restrict it, let them restrict 
it to 12 per cent without any reference to 
"after tax" or "before tax". Anyway Mr. 
Chavan has already got 10 per cent through the 
Company Law amendment, which would go 
into the reserves; that will  be  an additional 
saving. 

Sir, so far as the ordinance regarding 
compulsory deposit of additional emoluments is 
concerned, I have a few comments to make Sir. 
the idea is that you immobilise these funds for 
a period of one year. I would particularly like 
to plead the case of the daily-rated workers 
and also of the workmen who are getting very 
low wages and large number of temporary 
workers who are employed in State Electricity 
Departments, Railways, private institutions, 
plantations and in small establishments. If 
their daily earnings and small increases of 
about 50 np. or one rupee which they have 
gained either by negotiations or by notification 
of the increase in minimum wages are 
immboilised for a period of one year, the 
hardship will be very great for them. It is not 
possible for them to keep up with the 
inflationary tendencies and steep rise in the 
cost of living. I would suggest that as suggested 
by Mr. Ranganathan and various other trade 
unions, the Government can think of a certain 
minimum wage below which they can provide 
exemptions from the provisions of the Bill. 
Fortunately, I find in the Bill that an 
exemption clause 
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[Shri U. K. Lakshmana Gowda] has been 
provided in Section 17 where in cases of 
hardship, exemption can be provided for 
certain categories of workers. I would 
earnestly request the Finance Minister to 
consider this proposal. This will also provide 
some relief to administration. If these small 
deposits are to be deposited either in the Pro-
vident Fund or in Reserve Bank, then 
thousands and thousands of accounts will have 
to be held for a period of 12 months and then 
they will be returned in 5 instalments of small 
amounts. This will cause additional 
administrative difficulties in running the 
provident fund which is already in difficulty. 

Sir, Mr. Rabi Roy has suggested in 
mobilisation of 30 per cent of bank deposits as 
a measure to fight inflation. This will not be 
right. This will immobilise white money and 
not black money. Suppose somebody has 
deposited in a bank about Rs. 1000/- or Rs. 
2000/- and if you immobilise 30 per cent of it, 
then what faith will he have in the banking 
system? On the other hand, our effort should 
be to immobilise some percentage of the black 
money which is not on record. We should not 
immobilise bank deposits which millions of 
people have either in a medium or a small 
way. Therefore, I totally disagree with this. 

Sir, so far as agriculture is concerned, I 
have heard many Members from this House 
suggesting that there should be mote resource 
mobilisation from the agricultural farmers. The 
latest slogan is the 'rich farmers'. Firstly, their 
slogans have been monopolists, vested interests 
and traders. When they have taxed them and 
not found it satisfactory, they have come to the 
slogan of rich farmer. Sir, in the next 3 days 
another constitutional amendment Bill is 
coming in which you are going to put all the 
land legislations under the 9th Schedule and 
then all the land legislations are to be 
immediately made    ef- 

fective and implemented. After that, there 
would not be any person who would be 
holding more than 10 acres of first class land. 
Will there be any rich farmer then? If Mr. 
Chavan is thinking of taxing the rich farmer, 
then there would be no rich farmer after that 
Bill. Sir, there is a great fallacy that the 
farmers are not at all taxed. There are land tax, 
water tax and now wealth tax on agriculture. 
Now there is a partial integration of the 
agricultural income with the general non-
agricultural income for taxation. 5.00 P.M. 
Now, if only you think that you are going to 
get lot of resource mobilisation from the 
agricultural sector, I think this will never 
materialise. There were even suggestions on 
that side saying that so much subsidy has been 
given to fertilizers and all this should be with-
drawn, and more effort should be made towards 
procurement. How can we procure unless there 
is more production? Production has been 
falling right through and unless more incentives 
are provided, there is no point in saying that 
we will be able to mobilise more resources 
from the agricultural sector-Likewise, so far as 
industrial sector is concerned, there should be 
more incentive because unless production co-
mes up, there will not be anything for 
distribution. 

Shri Rachaiah was justifying the 7 per cent 
tax on gross interest earned by the banks. He 
forgets that even according to the suggestion 
in the Bill it gets passed on to the borrowers to 
the extent of 1 per cent. Very recently bank 
rate was increased and lending rate was 
increased. He was saying that usurious money 
lenders are charging 25 per cent. I would like 
to mention that even on secure hypothecation 
loans, nationalised banks are charging 17 to 18 
per cent. In the case of others it is even upto 
24 per cent. You will be surprised to know that 
inter-bank borrowing. 
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when the floidity was limited, has gone to 
more than 24 per cent. If that is the situation, 
where is the point in saying that you pass it on 
to the borrower. All that will happen is that it 
will make borrowing more expensive and it 
will be naturally passed on to the cost of pro-
duction. This will not hold inflation, but it will 
only add further to inflationary tendencies. It 
is a fallacy to say that by making borrowing 
more expensive you curb inflation. But I cer-
tainly agree that the money supply has to be 
brought down. But this is not the way of doing 
it. Already railway fares are going up and we 
are having all sorts of taxes. To try to freeze in 
certain sectors will make it even more difficult 
for people to make their living. 

So far as the Fifth Five Year Plan is 
concerned, the total foreign assistance was 
expected to be Rs. 4,000 crores. In view of the 
inflation and other subsequent matters, I am 
told it is going to be Rs. 7,500 crores. When 
the hon. Finance Minister went abroad for dis-
cussion with the Comicon countries, I was 
told that he was given an assurance that some 
more aid will be given. What sort of aid will 
be coming and from what countries will this 
additional aid be coming? If it is coming from 
Comicon countries, what will be attitude of 
the Government? Will part of it be given to 
the private sector or is it going to be put only 
in the public sector? This is a matter of vital 
importance to this country which is having a 
mixed economy. We will, therefore, have to 
find out what the position is going to be. 

One word about the public sector industry. 
Now some efforts are being made to make 
them more profitable. There is a vast 
investment in the public sector industry and if 
this entire investment is made to yield 10 per 
cent return, I am sure quite a lot of mobi-
lisation of resources from the industrial sector 
will be realised from this single source. 
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THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS) : I am on my legs. I cannot 
allow this. I am calling the next speaker.    
Yes,  Mr.  Bhupesh Gupta. 

SHRI   BHUPESH   GUPTA   (West 
Bengal) :   Mr.  Vice-Chairman,  Sir,  we have   
now   a   Supplementary   Budget. Normally,  
in  an  inflationary    situation the Budget 
should be an instrument of at least checking 
inflation and, to that extent, giving some relief 
to the people by keeping the prices down.   But, 
here what is happening is exactly the opposite.   
We have got the Central General 
Supplementary Budget and we have got the 
Railway Budget both   of   which in company 
with the earlier Budgets give a boost to the 
rising prices.   Therefore, we have reached a 
situation when the budgetary  proposals   as   
well as other economic measures instead of 
seeking to curb inflation or hold the price line 
give rise to or give momentum to the infla-
tionary pressures.   Yet we are told that all 
these measures are anti-inflationary. Well, a 
few months have passed since the General 
Budget was passed and it is possible to find out 
by looking at the price indices as to what has 
happened to the consumer prices and to the 
living standards of the people.   Not only have 
the prices gone up    but    in    addition 
essential    commodities    have    become 
scarce.  An  artificial  scarcity today    is a 
widespread phenomenon, naturally    a 
manmade   phenomenon.      Now    these two 
Budgets have come.    I    am    now talking 
about the Supplementary Budget which Mr. 
Chavan has produced here which again instead 
of putting a brake on the inflationary pressure    
gives    an additional momentum to inflation. 
Now either what I am saying is true or it is not 
and this can be judged by looking at the price 
movements, the    prices at which essential 
goods are selling in the market.   Even if you 
take into account the  few days  I hat have 
passed    since this Budget was presented you   
would find the prices have shown an upward 
trend.    Now what is the use then    on the part 
of the  Government claiming 



215 Finance (No. 2) [RAJYA SABHA] Bill, 1974 216

[Shri Bhupesh Gupta] that they are fighting 
inflation ? I would go a step further and charge 
the Government with calculatedly evolving a 
policy and implementing it whose object is to 
put economic burdens on the common man. 
Inflation has become now a contrivance and a 
device in their hands in order to fleece the 
masses with a view to helping the exploiting 
classes, the monopolists in particular. The fact 
that the monopolists have been asked to pay a 
little more tax on capital gains account or on 
account of dividends and so on does not at all 
detract from the fact that by and large they 
have been earning enormous profits, indeed 
unprecedented profits, over the past two or 
three years. That process is protected and 
maintained basically by the budgetary and 
economic policies. Well, black money is there 
and every day we hear very philosophical and 
sometimes angry talks on the part of the Prime 
Minister, the Finance Minister and other 
Ministers big and small who may be out in the 
reshuffle or may not be so out, that they are all 
against black money but the fact remains that 
black money continues to thrive with the bles-
sings of the Government and with the 
connivance of the Government. I am aware that 
they are carrying out certain raids on some 
business houses and •ffkes but that does not 
alter the basic fact that black money remains 
well entrenched in our economic life, very 
active today in controlling and distorting our 
entire economy. I do not see as to why the 
Government should hesitate to demonetise the 
higher denomination notes, Rs. 100 and above; 
there is no earthly justification for refusing to 
demonetise. I know it cannot be done by a long 
parliamentary debate preceding it but surely the 
Government knows how to do it if it so wishes. 
Parliament session will be over and if ever 
there was an ordinance needed it is needed 
today to order demonetisation of higher 
denomination notes.   Unless this is done you 
will not 

be in a position even to tinker with the problem 
of the parallel economy called the black 
money. Well, I do not know how the 
Government proposes to control Wack 
money. 

Now, black money thrives not merely 
because some businessmen, tycoons, profiteers 
and speculators are corrupt, rapacious, greedy, 
money-grabbing, unconscionable in their atti-
tude to public life and altogether repressive 
creatures. That we all know. Black money 
today could thrive because it has the patronage 
and support of men in authority and in power 
and it is with their help and support it 
operates. Do I understand that the intelligence 
service of the Government is so poor, including 
revenue intelligence and other intelligence 
outfits of the Government of India, that they 
are not in a position to find out the 
whereabouts of black money, is modus 
operandi and the chief merchants of black 
money ? Why cannot some of them be dealt 
with? We are told that people would be 
arrested under MISA by an amendment of the 
law for smuggling. Why should people not be 
arrested straightway without the amendment, 
so long as the MISA and the DIR remain 
against smuggling as well as for operating 
black money ? You do not go to a court of law 
to prove the alleged offences one has com-
mitted when you arrest a person under MISA 
for trade union and other political activities. 
On the other hand, there is accommodation 
and sympathy for the black-money people. 
Well, all I can say is that black money is in 
full collusion with politicians of influence, 
including some Ministers. That is why black 
money thrives. Black money has taken 
possession of certain aspects of our public life, 
including important individuals, and the 
financing of elections is only one aspect of its 
dangerous and anti-national operation. In 
many other ways it operates. 

I think I had better start with one or two 
things.   Well, Mr. Chavan    comes 
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from Maharashtra. May I give him a little 
example ? Mr. Chavan is no doubt aware of 
the Himalayan Cooperative Housing in 
Bombay. There also we are having the 
same type of land-grab scandal as we had 
in Delhi and are still having. For his 
information, may I tell him, without 
naming individuals, flats are being taken 
there because of influence and power, 
sometimes out of turn ? I know a 
gentleman, a Member of Parliament—I will 
not name him—who has taken a number of 
four-bedroom flats, with attached bath, etc. 
in the name of his two sons and, also a 
shop he has taken, and many other things 
against huge cash payment. Where does the 
money come from ? Somebody should 
enquire. It should not be unknown to the 
authorities there because he has very good 
connections. Then, there is another, 
Minister of Maharashtra State Government. 
In fact he is the Minister of Trade of the 
Maharashtra State Government. He has 
acquired a flat from the Himalaya Co-
operative Housing in Bombay against a 
cash payment of Rs. 39,686 and on top of it 
he has secured an advance of a 
Government loan of Rs. 15,900/- for 
acquiring this flat. 

SHRI  BABUBHAI    M.    CHINAI : 
What is wrong in that ? 

SHRI BHUPESH GUPTA: Now, 
another gentleman, a Congress MLA, is 
interested in getting a flat there in the 
name of his son. And then we find that 
after a meeting on the 17th August, 
1971—it happened some years ago— 
some people had got flats. That meeting 
was attended by one of the Ministers, full-
blooded Ministers, of the State 
Government. Sons, daughters and relatives 
are being allotted flats in the Himalayan 
Co-operative Housing. This has become a 
scandal, but nothing is being done. The 
matter has been brought to the notice of 
the Ministry about income-tax evasion by 
some such people. In fact, at that time I 
believe it was brought 

to the notice of Mr. R. D. Shah, Chairman 
of the Board of Direct Taxes, and nothing 
has been done. This is how things are 
happening, small incidents, but typical of 
how black money operates. 

SHRI BABUBHAI M. CHINAI : 
Paying Rs. 40,000/- for a flat in the city of 
Bombay, how does black money come in ?   
Will you kindly explain ? 

SHRI BHUPESH GUPTA : I do not 
know. 

SHRI BABUBHAI M. CHINAI : Forty 
thousand rupees in the city of Bombay is 
a small amount.... 

SHRI BHUPESH GUPTA : I know 
that ___  

SHRI BABUBHAI M. CHINAI r I 
want to know how black money comes in. 
You are accusing a Minister. You are 
accusing an MLA.... 

SHRI BHUPESH GUPTA : Forty 
thousand rupees, if it is black money, it is 
Mack money. 

SHRI BABUBHAI M. CHINAI : How 
can it be black money ? Are you sure ? 

SHRI BHUPESH GUPTA :  It may 
or it may not be. I know, Mr. Vice-
Chairman, Rs. 40,000/- for Mr. Babu-bhai 
Chinai is no money at all, black or white. I 
realise. But to me, forty thousand coming 
from a gentleman who is not supposed to 
have that money, wellv it creates the 
impression that it must have been a little 
portion of the huge accumulations of black 
money. One does not spend the entire 
amount in a particular way. Well, you may 
not like it. 

SHRI BABUBHAI M. CHINAI : It is 
not a question of my liking. If you are 
talking of industrialists and those 
acquiring posh flats and of ministers 
acquiring posh flats, I can understand.   
For  
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[Shri Babubhai M. Chinai] one small 
room, living room and    one kitchen, 
nothing more.    What do you mean ?   A 
Minister or an MLA.... 

SHRI    BHUPESH    GUPTA :    For 
forty thousand it was purchased. Even if it is 
drawn from the Birlas, nobody will have it in 
black money because you are all white, and 
you are particularly white. 

SHRI BABUBHAI M. CHINAI : I have 
not followed. 

SHRI BHUPESH GUPTA: Then, 
do not try to follow. I say, forty 
thousand ____ 

SHRI BABUBHAI M. CHINAI: On a 
point of order, Sir. He said something about 
me. I would like to know if he has got the 
courage of conviction. Please ask him to 
repeat. Please repeat. 

SHRI BHUPESH GUPTA: I will 
not let courage go. You know it very 
well.   I say_____ 

SHRI BABUBHAI M. CHINAI : If there 
is any greatest coward, it is Mr. Bhupesh 
Gupta. Please repeat what you have said. If 
you have got the courage, repeat it outside. 

SHRI BHUPESH GUPTA: Sit down. 
These capitalists can all threaten and get out. 
We will come out. {Interruptions) Come 
outside. Stop that rubbish. 

SHRI BABUBHAI    M.    CHINAI : You 
will not be able to do that. 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS) : May I ask you  to 
stop it ? 

SHRI BHUPESH GUPTA : What I am 
saying, I am repeating. Come out into the 
Lobby. Let us go to Darya-ganj, and I will 
have you beaten by the workers. Come out. 
Talking very big, a gentleman of the black 
money, a stooge of the capitalists, a corrupter 
of politics, a Member of the Rajya Sabha .... 

(Interruptions) 

DR. K. MATHEW KURIAN (Kerala) : 
Sir, on a point of order. 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS): Please take your seats.    
He is on a point of order. 

SHRI BHUPESH GUPTA : Tell him. As a 
class, we are existing t0 fight his class. As a 
class, we exist to fight them physically also.   
We fight them.... 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS): Will you please sit down ? 

SHRI BHUPESH GUPTA : He belongs to 
a class of thugs, of black money, of 
capitalists. 

SHRI BABUBHAI M. CHINAI: Mr. 
Bhupesh Gupta, I want to say.... 

SHRI BHUPESH GUPTA : I say, you 
belong to a class of thugs and of black money, 
these scoundrels of the capitalist world. 

SHRI BABUBHAI M. CHINAI: Sir, is 
there no rule by which you can ask him to sit 
down ? And he has been saying something 
which is quite.... 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS): If senior and experienced 
Members behave like this, how can the Chair 
conduct the business of the House ? 

DR. K. MATHEW    KURIAN :  In 
this House we have some tradition of good 
humour and wit. Mr. Bhupesh Gupta did not 
say anything which is unparliamentary. He 
said that Mr. Babubhai Chinai is white and he 
said things in good humour. Of course, it has a 
political point of criticism. But I think Mr. 
Babubhai Chinai should not take it too 
seriously nor should Mr. Bhupesh Gupta get 
excited unnecessarily. 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS): Anyway, there is no point 
of order. 
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SHRI BABUBHAI M. CHINAI: I had 
not listened to what he said. So, I requested 
him, you please repeat what you have said. 
At that he became angry. Not only that. 
When he was standing last, he said, you 
belong to a corrupt people, you belong to 
black money. 

SHRI BHUPESH GUPTA : As a class. I 
shall repeat it. I repeat—you belong to the 
capitalist class, the monopolist class, the 
corrupt class, by all standards of life. I 
repeat it. I do not care what you are, but 
what you belong to, I know. I will repeat it 
in public meetings. Go and file a defamation 
suit. 

THE VICE-CHAIRMAN: (SHRI 
BIPINPAL DAS) : You are a senior-most 
Member of the House, most experienced 
parliamentarian. And if you do not allow the 
Chair to conduct the business, how will the 
business go on ? Why are you picking up a 
quarrel with a Member ? You have been 
continuing it for ten minutes. 

SHRI BHUPESH GUPTA : I have 
repeated it. What does that Member want 
now ? I have shown whether I am a coward 
or not. Does he want to fight with me ?   I 
am ready for it. 

THE VICE-CHAIRMAN: (SHRI 
BIPINPAL DAS): You fight outside. 
Nobody prevents you. Now, will you 
continue your speech? 

SHRI BABUBHAI M. CHINAI: Mr. 
Vice-Chairman, on a point of order. If my 
friend can say to a colleague that he belongs 
to a black money class of people is it really 
fair for the Chair to allow this to go on 
record ? There are two things. If he insists 
that he would have his say, then he must also 
say this outside the House. Here in the House 
he is protected by law. I would request you 
and, through you, to Mr. Bhupesh Gupta that 
I only asked him to repeat it because I did 
not hear what he said. I never said anything 
beyond that. . . . 

SHRI NIREN GHOSH : You   aaid 
something else also. 

SHRI BABUBHAI M. CHINAI: ... .Will 
you not bear with me for half a minute. I 
know I am spending most useful time of the 
House. But this is a question where one has 
to draw a line. Sir, when he became angry he 
said something which I did not follow and I 
asked him to repeat. I asked him to repeat it 
in the Lobby, outside the House. I said he 
should-not speak like a coward. I did use the 
word "coward". I did say that when he 
accused me like this.... 

SHRI NIREN GHOSH: What did he 
accuse you of at that time? 

SHRI BABUBHAI M. CHINAI : You 
see the record. I am not asking you for 
anything else. 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS): May I tell you one thing ? 
Let this not continue. If you are agrieved, 
the entire proceedings will be placed before 
the Chairman for his opinion.   Now let it go 
to the Chairman. 

SHRI BABUBHAI M. CHINAI : I was 
coming to that. I request you to kindly see 
the proceedings. If you in your judgment 
think that what Mr. Bhupesh Gupta said was 
not proper, then and then it should be 
expunged; otherwise it can go on record. 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS): If you are agrieved I will 
bring to the notice of the Chairman the 
entire proceedings. 

SHRI BABUBHAI M. CHINAI : You 
are in the Chair presently. 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS): Yes, I am in the Chair.   
Now let him continue. 

SHRI BHUPESH GUPTA : I will close 
this only for your kind help. Not a syllable 
have I uttered.    However, I 
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[Shri Bhupcsh Gupta] propose to 
withdraw.     But that would be repeated 
again on a suiable occasion. 

As I was saying, black money is not an 
amount,    Some small people utilise black 
money for small   purposes    and big people 
do it    for    bigger    things. Today black 
money of the    order    of Rs.  14,000 crores is 
operating in    the market.    All money does 
not operate, or it does not operate in huge 
sums of Rs. 10 crores, Rs. 15 crores or Rs. 20 
crores.    They get it distributed.    That is why 
they are called by the Wanchoo Committee as 
constituting    a    parallel economy.    In fact, 
they are a parallel currency; there  is  an 
illegal,    underworld operating.    And 
tragically, today many people big and   small    
do    get involved into it.    It is quite   
possible, Mr. Vice-Chairman, Tor some big 
capitalists to advance to me black money, say, 
Rs.  10,000 out of its huge black money fund 
to fight election.   And it is quite possible for 
me also    to collect Rs. 10,000, open money.   
The fact that the amount is Rs. 10,000,   liable 
to be collected openly, does not obscure the 
fact that the black money operator uses big 
and small sums in order to spread their    net    
to    really overwhelm    the economy.    That 
was the point    I was making.    If some one    
in the   House lacks in the knowledge of 
economics, I cannot help it.    But I thought 
that the point that I was making was valid. 
That is why I was telling    Mr. Chavan   to 
look into it. 

The food situation in Maharashtra is 
extremely serious. Mr. Chavan himself very 
rightly gave a call for dehoarding and he was 
joined by another Minister of the State 
Government, Mr. Madhukar Rao, Finance 
Minister, who gave a similar call for 
dehoarding. Dehoarding went on last year, and 
do you know what happened ? Those who 
conducted the dehoarding campaign, partly 
enthused by the call of Mr. Chavan and | 
others and partly because of the policies 

of their organisation, the Khet Mazdoor 
Organisation, were arrested, 800 of them. 

[Mr. Deputy Chairman in the ChairJ For Mr. 
Chavan's information, if he can do something 
about it, in one case in Jhara in Bhandara 
district, 16 khet mazdoors, including the leader, 
Prakash Chikhkede, have been sentenced to 7 
years R.I. In another case at Raver, 36 persons 
have been jailed for six months' rigorous 
imprisonment. Many cases have been 
committed to the Sessions. In Maharashtra, 
where the food crisis is serious and scarcity 
great, we find that people who have carried out 
dehoarding campaign are arrested under the 
technical charge of dacoity, robbery, etc., and 
sent to jail for seven years. May I ask Mr. 
Chavan, is that the way to fight hoarding or 
dehoard hidden stocks with the help of the 
people? I would ask him to consider those 
things. I still have some hopes that Mr. Chavan, 
since I have brought it to his notice, will take 
up the matter with the State Government. It is a 
genuine case of dehoarding. I am not going into 
the technical niceties of law. Well, 1 can 
legitimately demand that the Maharashtra 
Government commute the sentences and 
release all of them. In this contex, Mr. Chavan's 
intervention is certainly worthy of being asked 
for. 

Now, Sir, monies are being spent. Mr. 
Chavan, you take money from us. In Calcutta, 
a new terminal building of the airport has 
come up ; it was-erected spending Rs. 2 or 3 
crores. It was lying idle all these years. There 
is a lot of wastage all over and everybody 
knows that the Calcutta airport has become a 
centre where monies are squandered by high 
officials. I will give one example. The Director 
of the International Airports Authority by 
name Mr. Pradhan darws Rs. 600 as house rent 
allowance, but he does not live in a rented 
house. For the last several months he has been 
living in the 
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VIP Lounge in one of the rooms there in the 
new airport building and one of the rooms is 
being utilised as his kitchen. Now 
everybody sees it. Every employee at the 
airport sees that the Director of the Airports 
Authority, who draws Rs. 600 as house rent 
allowance, lives not in a rented house but 
free of cost in the VIP Lounge rooms, and 
not only using one of the rooms for his 
kitchen but also using some of the 
employees of the airport and Civil Aviation 
Department for his personal services—
washing, cleaning, marketing, shopping and 
all these things. Should you not enquire into 
such things ? Now, it is a small thing, you 
may say, Rs. 600 per month. But it has a 
very bad impact. As you know, four 
sweeping machines were brought for 
cleaning, from abroad. Before the machines 
were* delivered, an amount of Rs. 10 lakhs 
was paid. The machines are lying in 
Bombay and demurrage is being paid. 
Possibly the demurrage will be higher than 
the cost of the machines. I can give more 
examples. But, Mr. Chavan, the money that 
you propose to raise by this Bill, Rs. 123 
crores for the remaining period of this year 
and Rs. 210 crores in a full year, could have 
been easily collected by stepping up 
income-tax realisation, even if we take into 
account the effective income-tax arrears of 
Rs. 455 crores not to speak of Rs. 800 crores 
of gross arrears. 

Even if we collect 50 per cent of the 
effective income-tax arrears we would be in 
a position to find Rs. 210 crores which is the 
estimate for a full year and certainly Rs. 123 
crores, and such a Budget would not have 
been necessary at all. But you did not do so. 
The assessed taxes have not been collected. 
If the laws are bad, change the laws. If the 
machinery is bad, change the machinery. If 
you require a better apparatus, build one 
apparatus. But you cannot do so because our 
big business people  have  become pastmas- 

ters in the art of evasion of tax. I know they 
are a very cunning lot. For example, the other 
day, Mr. Chavan, for your information a very 
eminent lawyer who was once the Finance 
Minister occupying your place, met me and he 
told me, when he was recently in London 
people from two British concerns came to him 
and sought his legal advice, and they said, we 
want to sell some of our interests in India and 
we are offered some money in foreign 
exchange from the accounts of the Indians in 
England, plus whatever price the Government 
and the parties in India may fix; should we go 
through that particular deal? This is how your 
foreign exchange is being utilised and these 
people had ac^ cumulated huge foreign 
exchange through underinvoicing and 
overinvoi-cing and other kinds of deals, 
monies which you now very badly need. You 
have stated in your statement that the situation 
is better in foreign exchange because IMF 
advantage you have got. But what about our 
own reserves, the reserves lying with Indian 
nationals under cover or openly in foreign 
banks ? Those should be taken over. I am told 
Mr. B. M. Birla has been sent to America. 
Again he has left. What has he gone for ? We 
should like to know. The capitalists and 
monopolists should not be allowed to go to 
countries freely as private citizens. When they 
go there, they get into all kinds of deals and 
that costs money to the nation. The Minister 
should keep a check on it. Mr. Chavan, I say 
the other day I brought to the notice of the 
House and I repeat it that Mr. Drobot, the 
existing Director of the Westing House whom 
you have hauled up for evading tax and whose 
antecedents are being investigated, well, there 
is a move in the Ministry of Externa] Affairs, 
there is a move in the financial circles and 
there is a move in the United States of 
America, to get him out of the trouble on the 
ground that if you take strifigent action against 
Mr. Drobot, it may affeci 
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[Shri Bhupesh Gupta] Indo-US relations 
when there is an attempt, as they allege, to 
improve such relations. It has been pointed out 
to your Ministry, 1 am told, through External 
Affairs Ministry by some Americans very 
clearly that some adverse comments have been 
made in the American press against the arrest 
and detention and prosecution of Mr. Drobot, 
the Westing House Director. Do I take it that 
we have to roll out a red carpet for Mr. 
Kissinger on the one hand and deliver Mr. 
Drobot to the Americans as if he is Caesar's 
wife, as if he has committed no crime, as if he 
is one of the angels who flew across the seas, 
over the seas, and dropped on our city to 
oblige us? Well, such things are happening. 
The trouble is in your Ministries, including 
your Ministry, there are people who are not 
very sensitive to our national honour or 
national interest. T do not know why Dr. I. G. 
Patel, whom you have deputed to the 
International Monetary Fund or the World 
Bank or whatever it is, in America, should 
have gone out of his way to make a statement 
as to what happened to our rupee without 
consulting you or without getting your 
approval. He has not become an American 
citizen, a person in the employ of America. I 
believe that we still have to bear the financial 
and other obligations of Dr. I. G. Patel whose 
sympathies are very well known. He 
sympathies are very well known. Why should 
he make such statements without your 
approval? You know things get out of the 
World Bank to your detriment and leak-out 
takesi place. 

You have sent another person, I understand, 
to the Asian World Bank. I may tell that it is 
said that this person is viciously against even 
Indira Gandhi. According to that person whom 
you have sent to the Asian Development Bank 
- T would name him privately, he belongs to 
the IAS cadre - Indira Gandhi was  a  
Communist,    when  the 

privy purses Bill was brought here, he is 
reported to have said that his statement was 
proved to be correct because abolition of the 
privy purse proved Indira Gandhi was a 
Communist. Such a stupid statement. If he has 
been outside and if I were not in the parlia-
ment, I would have called him a rascal. But I 
cannot say that because it is unparliamentary. 
But such people should not be sent abroad to 
represent India in the Asian Development 
Bank. (Time bell rings). 

I can give very many instances of this kind. 
You know how the United Commercial aBnk 
and various other banks behave. I will make 
one or two suggestions. 

Food situation is extremely serious 
all over the country an/1 your Agricul 
ture Ministry has totally failed. If one 
Ministry can demand Nobel prize for 
unprecedented failures, it should go to 
your Ministry of Agriculture. Unfor 
tunately there is no provision to 
reward such colossal failures, with 
Nobel prize. Alfred Nobel did not 
make such a provision. Had it been 
distributed for world famous failures, 
this Ministry should have got it. Can 
you imagine, this Ministry does not ex 
press regret for abandonment of whole 
sale trade in wheat? This has proved 
to be a fiasco resulting in national di- 
aster and up-till-now we do not see any 
of the Ministers of the Government of 
India including the Prime Minister 
coming here and apologising to the 
House for havong abandoned a solid 
policy under the pressure of wholesale 
traders. On the contrary you are re 
warding Kapadias and others. You 
have put one of them as a Director on 
the Board by taking back your own 
Director ............  

MR. DEPUTY   CHAIRMAN:   Now 
you will have to wind up. 

SHRI   BHUPESH  GUPTA: you   are 
rewarding them all over   the country. 
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Today distress is spreading. Starvation deaths 
are being reported. Hunger marches are held 
on the streets. People are comnig from the 
villages as if in the old days of famine to the 
towns in quest of a morsel of food. We see all 
these things before our eyes. Our economy is 
in the red, as some economists put it. The 
victims are the common men who need all the 
relief and support and who want to be lifted to 
a little tolerable and bearable life. These are 
the people who are being attacked from all 
sides by the economic policies of the Govern-
ment... 

MR. DEPUTY CHAIRMAN : Yes, you 
will have to wind up now. 

SHRI BHUPESH GUPTA:..and by the 
depredation of the monopolist classes and 
profiteers and hoarders. Therefore, I say 
something has got to be done. Something has 
got to be done and many suggestions have 
been made. I do not wish to repeat them. Well, 
you have the monopoly capital in the country. 
You have to make hoarding and   profiteering  
capital offences. 

You have to collect revenues from additional 
income generated in our agriculture due to 
develop-6 P.M. ment plans, which would fetch 
you one thousand crores of rupees. You should 
collect black money. You have to impose a 
ceiling on urban property. You have to prevent 
remittances abroad by foreigners. You have to 
deal effectively with five hund-dred and odd 
multi-national corporations ... (Time Bell). You 
should not allow them to take the money out of 
our country. You should reduce indirect taxes . 
. . (Time Bell) . . . which have already 
amounted to three thousand crores of rupees. 
People cannot bear any more, specially when 
the prices are rising. What we need today is the 
reduction of indirect taxes and raising of the 
direct taxes on higher incomes. Why should 
not the sugar industry to    nationalized?    
Why    should 

not the textile industry and other industries be 
nationalized? Mr. Chavan, you yourself said, 
rightly, one day that we cannot ensure public 
distribution unless we are in physical 
possession of the essential goods . . . (Time 
Bell). How can you get the physical posses-
sion of essential goods if such industries are in 
possession of big capitalists—these industries 
which produce consumer goods of an essential 
nature . . . (Time Bell). These must be 
nationalized, without further delay if the 
nation has to be saved. 

Therefore, I demand that there should be a 
serious, radical re-thinking on the part of the 
Government in every aspect of the economy, 
so that we can shed all our illusions and give 
up outmoded ideas and evolve a radical policy 
for a break-through in our economic life . . . 
(Time Bell). You cannot be just good to 
everybody. This time the top class must be 
brought down . . . (Time Bell) . . . and the poor 
must be given all succour and assistance and 
help which they so eminently and richly 
deserve. 

THE MINISTER OF FINANCE (SHRI Y. 
B. CHAVAN): Mr. Deputy Chairman, Sir, I 
will try to deal with the points which directly 
concern the Finance Bill. Sir, many speeches 
have been made and very important points 
have been raised. You will excuse me if I 
don't go through all those very eloquent 
speeches. The main point that was raised was 
whether the additional or supplementary effort 
for resource mobilization was necessary or 
not. 

Sir, I think even those who opposed this 
Finance Bill very ruthlessly, even they 
conceded the position, that in the present 
economic situation there was a likelihood of a 
larger deficit than that what we anticipated at 
the time of the Budget in the month of 
February. Some Members undertook to make. a 
larger assessment. Certainly they are I  free to 
let loose their imagination and 
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[Shri Y. B. Chavan] work out anything they 
like. But I would only say that the entire effort 
is to reduce the likely expansion of the deficit 
financing to a reasonable figure, which I 
mentioned at the time of the presentation of 
the Budget last February. 

The point that I am trying to make is that if 
there is more deficit financing, it will be very 
unhealthy from the point of view inflationary 
conditions in the country. Therefore, some 
additional effort was necessary, and this is the 
basic point I am trying to make that it was 
inherent in the situation. An additional effort 
for resource mobilization was called for. As 
far as the justification of this Second Finance 
Bill is concerned, I do not think I need any 
further argument. Even the hon. Member Shri 
Ranganathan, who spoke, also conceded the 
point, though he did not agree with the 
modalities. 

The modalities differ with the individuals 
concerned according to his approach to the 
problems, as he sees the problems. My 
modalities may be different. He has agreed to 
the point that there was a necessity for a 
second Finance Bill. 

Sir, coming to the actual points regarding 
Budget itself, my main claim is that I have not 
tried to tax the commodities of mass 
consumption and I stand by it. People can 
certainly make comments about the monopoly 
stranglehold on economy and what we are 
doing about it. These are certainly very im-
portant and interesting points which need to be 
considered and examined. Sir, I have not made 
a claim that this was meant for them. My 
major point is that additional resource 
mobilisation was necessary. I have tried to do 
this in a non-inflationary manner. This is my 
claim. 

DR. K. MATHEW KURIAN : This is what 
I challenge. 

SHRI Y. B. CHAVAN : You challenge 
everything. I do not speak in the spirit of 
challenging. I am trying to say things in order 
to support my own case. 

Sir, he quoted some figures about the 
additional excise that we are raising from 
wage-goods. Sir, statistics is a very dangerous 
weapon. It can prove and disprove the same 
thing. I will give certain other statistics. 

DR. K. MATHEW KURIAN : You are not 
disputing my statistics. You are giving some 
other statistics. 

SHRI  Y.   B.  CHAVAN :   For  what 
purpose and in what sense, are you using it? 
Now, look at the statistics that I am presenting 
to you. Wage goods, as it   is understood, 
include the following 9 items    basically :    
kerosene,     sugar, matches,  vegetable 
products, coffee, tea, footwear, soap and 
cotton fabrics.    At least in this Budget, I can 
say, that except cotton fabrics and that too 
those cotton fabrics which come into the con-
sumption of upper middle class and the rich 
class, I have not tried to tax any of the 
commodities which are supposed to be the 
wage-goods.   Sir, I find that the share of these 
wage-goods in the total central excise revenue 
which was 33.5 per cent in 1963-64 came 
down to 22.2 per  cent   in 1968-69 and was   
further scaled down to 17.9 per cent in 1974-
75, i.e. on the 1st March, 1974.    If we come  
to  the contiibution of the wage goods in 
relation to excise duty or in the totality of 
excise duty, it is coming down   and   down   
and   down    though the   general   total   
collection   of excise is    going    up    and    
up    and    up.    I just leave it    there.     
(Interruptions)  I have given you    statistics. 
You  better ponder over it and come to your 
own conclusions.   We have not tried to raise 
excise duty on those commodities which come 
into the caegory of mass consumption. This is 
my claim. 

Mr.  R.  K.  Mishra made one point that 
the excise  on copper may create 
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some difficulty about the economic viability 
of the Copper Corporation. This is the point 
that he made. I can only tell him that I am 
prepared to go into the economics of that 
thing. If I find that it is ultimately going to 
affect it, I will have another look at it. 
According to my present examination, it is 
not my feeling. If ultimately it comes into 
the way of the healthy growth of that public 
sector undertaking, naturally we have to 
have another look at the matter. I am told 
that Mr. Babubhai Chinai is not well. I 
express my feelings for him. But for this 
excited dialogue, both of them would have 
been in the House. I wanted to go out. But as 
I had to speak. I could not do so. He men-
tioned about excise on fabrics. I can as-sure 
you that certainly we had to make an effort 
for raising excise in the case of fabrics. But 
we have taken care to see that it does not 
affect those qualities of fabrics which go into 
the consumption of the masses as such. Sir, 
some general points were made by other 
Members, and as I said in the beginning, I 
need not go into them. But these were two or 
three basic points about the taxation 
measures as such. Sir, I have nothing more 
to add. 

MR. DEPUTY CHAIRMAN : The 
question is : 

"That the Bill further to amend the 
Income-tax Act, 1961 and the Central 
Excises and Salt Act, 1944, as passed by 
the Lok Sabha, be taken into 
consideration." 
The motion was adopted. 

MR. DEPUTY CHAIRMAN : We shall 
now take up the clause by clause 
consideration of the Bill. 

Clauses 2 and 3 were added to the Bill. 
The Schedule  (see section 3) 

DR. K. MATHEW KURIAN : Sir, I  
move : 

1. That the Rajya Sabha recommends to 
the Lok Sabha that the following 
amendment be   made in the    Finance 

(No.  2)  Bill,  1974, as passed by the Lok 
Sabha, namely :— 

(1) That at page 3, lines 6 and 7 for the 
words "Two hundred and fifty" the words 
"One hundred and fifty" be susbtituted; 

(2) That at page 3, line 90 for the 
words "Sixty" the word "Twenty-five" be 
substituted; 

 

(3) That at page 3, line 10 for the word 
"Twenty-five" the word "Ten" be 
substituted; 

(4) That at page 3, line 15 for the word 
"Thirty" the word "Fifteen be substituted; 

(5) That at page, 3, line 17 for the word 
"Fifteen" the word "Ten" be substituted; 

(6) That at page 3, line 19 for the word 
"Seventy" the word Twenty-five" be 
substituted; 

(7) That at a page 3, line 21 for the 
words "Four thousand" the words "One 
thousand" be substituted; 

(8) That at page 3, line 22, for the words 
"Four thousand" the words "One   thousand"   
be   substituted; 

(9) That at page 3, line 22 and 23, for 
the words "Four thousand and five 
hundred" the words "One thousand and five 
hundred" be substituted; 

(10) That at page 3, line 23, for the word 
"Twenty" the word "Seven" be substituted; 

(11) That at page    3, lines 26 and 
27, for the words "One thousand 
and five hundred" the words "Five 
hundred" be substituted; 

(12) That at page 3, lines 27 and 
28, for the words "One thousand and 
eight hundred" the words "Six hund 
red" be substituted; 

(13) That at page 3, line 28, for the 
word "Twenty" the word "Ten" be 
substituted; 
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(14) That at page 3, line 31, for the 
word "Twenty-five" the word "Ten" be 
substituted; 

(15) That at page 3, line 32, for the 
word "Forty" the word "Fifteen" be 
substituted; 

(16) That at page 3, line 32, for the 
word "Fifteen" the word "Five" be 
substituted; 

(17) That at page 3, line 33, for the 
word "Thirty" the word "Fifteen" be 
substituted; 

(18)That at page 3, lint; 41, for the 
word "Ten" the word "Five" be 
substituted; 

The question was proposed. 

DR. K. MATHEW KURIAN : Sir, in 
moving all these amendments, I wish to 
add only a few points. 

Sir, in his reply, the Finance Minister 
has very conveniently evaded one of the 
central issues, namely, the structure of 
taxation that the Government pursues. He 
used certain figures which are only partial 
figures. I confronted him and asked him a 
question as to what the taxation policy of 
Government is. Is it a policy of increasing 
the burdens of the people through indirect 
taxes compared to direct taxes? Does he 
give an assurance that in the coming years, 
the proportion of indirect taxes which 
generally falls on the people will be 
reduced when compared to taxes which fall 
on the rich? Will he give that commitment? 

Secondly, Sir, I raised a question. I made 
the estimate roughly that, at least, Rs. 800 
crores will be budgetary deficit. He denied it. 
But 1 am prepared to challenge him on this 
question that within six months of time, at 
the rate at which the expenditure is going on, 
at the rate at which the control is not effec-
tive, we will end up at the end of the 
financial year with a minimum of Rs. 800 
crores of deficit.    And I am pre-  : 

pared to wait for so many months before this 
proved. 

SHRI Y. B. CHAVAN : If he is prepared 
to wait, so am I. And I cannot accept the 
amendment. 

MR. DEPUTY CHAIRMAN :    The 
question  is : 

1. That the Rajya Sabha recommends to 
the Lok Sabha that the following amendment 
be made in the Finance (No. 2) Bill, 1974, as 
passed by the Lok Sabha, namely :— 

(1) That at page 3, lines 6 and 7 for the 
words "Two hundred and fifty" the words 
"One hundred and fifty" be substituted; 

(2) That at page 3, line 90 for the words 
"Sixty" the word 'Twenty-five" be 
substituted; 

(3) That at page 3, line 10 for the word 
"Twenty-five" the word "Ten" be 
substituted; 

(4) That at page 3, line 15 for the word 
"Thirty" the word "Fifteen" be substituted; 

(5) That at page 3, line 17 for the word 
"Fifteen" the word "Ten" be substituted; 

(6) That at page 3, line 19 for the word 
"Seventy" the word "Twenty-five" be 
substituted; 

(7) That at page 3, line 21, for the 
words "Four Thousand" the words "One 
thousand" be substituted; 

(8) That at page 3, line 22, for the 
words "Four thousand" the words "One 
thousand" be substituted; 

(9) That at page 3, lines 22 and 23, for 
the words "Four thousand and five 
hundred" the words "One thousand and five 
hundred" be substituted; 

(10) That at page 3, line 23, for 
the word "Twenty" the word "seven" 
be substituted; 



 

 (11) That at page 3, lines 26 and 
27, for the words "One thousand 
and five hundred" the words "Five 
hundred" be substituted; 

(12) That at page 3, lines 27 and 
28, for the words "One thousand 
and eight hundred" the words "Six 
hundred" be substituted; 

(13) That at page 3, line 28, for the 
word "Twenty" the word "Ten" be 
substituted; 

(14) That at page 3, line 31, for the 
word "Twenty-five" the word "Ten"  be  
substituted; 

 
(15) That at page 3, line 32 for the 

word "Forty" the Word "Fifteen" be 
substituted; 

(16) That at page 3, line 32, for the 
word "Fifteen" the word "Five" be 
substituted; 

(17) That at page 3, line 33, for the 
word 'Thirty" the word "Fifteen" be 
substituted; 

(18) That at page 3, line 41, for 
the word "Ten" the word "Five" be 
substituted; 

The motion was negatived. 
MR. DEPUTY CHAIRMAN : The 

question is : 

That the Schedule stand part of the Bill. 

The motion was adopted. 

The Schedule was added to the Bill. 

Clause 1, the Enacting Formula and the 
Title were added to the Bill 

SHRI Y. B. CHAVAN : Sir, I move : 
That the Bill be returned. 
The  question  was  proposed. 
SHRI NIREN GHOSH (West Bengal) : 

Sir, I first challenge the basic contention of 
Mr. Chavan. This year, including the railway 
fare and freight hike, the additional burden 
imposed comes to Rs. 720 crores.    Minus    
the 

Railway Budget    hikes, it is    Rs. 444 • 
crores, of which 90 per cent is indirect 
taxation.    Of this indirect taxation, 80 per cent 
is nonluxury items of common consumption.    
That is the point which I want to make because 
he said that it is not so.    I gave the figure in 
percentage.    Up  to   1973-74,   the budgetary 
allocation has been     Rs.  381    crores. And 
certain figures have been given by Dr. 
Kurian—Rs. 30 crores for advance actions of 
the Fifth Plan  which    was slashed;  and  a  
reduction  of  Rs.  2000 only in the Prime 
Minister's Secretariat. It is not in crores or 
lakhs but only a few  thousand  only.    That is  
an  interesting feature.    As  regards 
unearthing of  black  money,   etc.  in   1972-
73,   the searches  conducted  were 532  and  
the value of the assets seized was Rs. 4.54 
crores. 

In 1973-74   the number   of searches 
conducted    has    increased,     i.e.,    538 
searches,   but the   value   of the things 
seized has decreased to Rs. 4.40 crores Up to  
June   1974     the    number    cl searches is  
149 and the value seized is Rs.   1.77 crores 
only.    So, that is the pattern.  (Time Bell 
rings) Sir,    I    am finishing in a minute or    
two.    Black money estimate has been given. 
Highest slab  reduction  in  income-tax has  
gone down. Revenue losses on that account 
95 to 77 per cent.    Though in    other ways  
this   is  a  fictitious    figure.    Tax rebate  
on  holidays,  import entitlement — it comes 
t0 even in 95 only 40, 77 means only 22, 
nothing more than that. Bui, this reduction 
means a loss of revenue   of     Rs.   120    
crores.     Central Excise   remissions   under  
various    pretexts given to I.C.I.— this is a 
charge I level — Rs.  241     crores,    
Imperial Chemical   industries  excise     
remissions under various pretexts is Rs. 240 
crores and above. 

It has been stated that the amount of 
money, the volume of money, makes for 
spiralling of prices. That is absurd and 
absolutely wrong. I give the figures.    In  
1972-73 money supply in- 
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IShri Nircn Ghosh] creased by 15 per cent; 
wholesale price index rose by 9 per cent. In 
1973-74 the money supply increased by 14 
per cent, i.e., one per cent less, the wholesale 
price index rose by 26 per cent. It is the 
velocity of money that counts, not the volume 
of money. The flow is velocity. So, the 
immobilisation that has been pedalled about 
that it will really contain inflation, is an 
absurd theory and a wrong theory. {Time bell 
rings.) Sir I am finishing. 

Sir, the Raj Committee recommendations 
have not been implemented because much of 
the black money has found its way into the 
agricultural sector, into the hands of the 
kulaks, profiteers, landlords and wholesale 
dealers; big volume, much of the money has 
gone into their hands. Well, those who know 
about it they have told me. Those who are in 
know of it have told me. So, I am not 
speaking about it with malice or something 
like that. The wealth tax on agriculture—do 
you know what they got? They got Rs. 2 hkhs 
only. They could have easily raised Rs. 2,000 
crores. The proportion of indirect taxation in 
1960-61 was 67 per cent and now in 1974-75 
it is 75 per cent. So, that is the picture. I need 
not go into other things {Time bell rings). Sir I 
am finishing with certain figures. 

Sir, during the last thirteen years up to 
December 1973, the wholesale prices of jute, 
raw jute, increased by 23 per cent, of tea by 
32 per cent, of minerals by 45 per cent. These 
things are possessed by certain States, four or 
five or six States. But, these six States 
purchase other things from other States. There 
you see the figure. Rice has gone up by 186 
per cent, wheat has gone up 

by 145 per cent, pulses by 330 per cent, edible 
oils by 248 per cent, cotton 125 per cent, cloth 
99 per cent. So, in the entire region of the six 
States, which possess, there is no rise in 
prices, i.e., those who sell. Those who 
purchase from other States—there is a 300 per 
cent rise. One of the economist says that they 
are managing and their plan is for the overall 
balanced economic development. Is it balanced 
economic development? I do not know; the 
Finance Minister has to explain this. 

Then there is that notorious New Friends 
Co-operative Society; Shri Jagjit Singh Anand 
with his protege J. P. Bajaj, Lieut.-Col. 
Kapila, Bokhari, Sen and others, is still 
carrying on and distributing land. The VIP 
land grab is still continuing and no hand is 
being laid on them, no finger is raised against 
them. 

MR. DEPUTY CHAIRMAN : That is all 
right. The Minister will now reply. 

THE MINISTER OF FINANCE (SHRI Y. 
B. CHAVAN) : Sir, I have nothing to reply; 
he has raised some general questions. 

MR.   DEPUTY  CHAIRMAN :   The 
question is : 

That the Bill be returned. 

The  motion  was adopted. 

MR.  DEPUIT CHAIRMAN:   The 
House stands adjourned till 11.00 A.M. 
tomorrow. 

The House then adjourned at 
twenty-one minutes past six of the 
clock till eleven of the clock on 
Tuesday, the 27th August,  1974. 
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