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(8) Discussion under Rule 176 on the function 
of the nationalised Banks in the country. 

 

MR.   DEPUTY    CHAIRMAN :    The 
House stands adjourned till 2.15 P.M. 

The House then adjourned for 
lunch at fifteen minutes past 
one of the clock. 

The House reassembled after lunch at 
fifteen minutes past two of the clock, THE 

VICE-CHAIRMAN (SHRI AKBAR ALI KHAN)    

in the Chair. 

THE FINANCE (NO. 2)   BILL, 1971 —
coiud. 

SHRI ARJUN ARORA: Mr. Vice-
Chairman, Sir, the most important thing 
today is the rising cost of living in the 
country. There is, according to the 
Government's own admission, a rise of 7.5 
per cent each year during the last three 
years. If we go back a little, what we find is 
that as compared to pre-war prices,   the 

cost of livin'g today is nine times.    I come 
from   Kanpur   and   I am   a humble trade 
union worker in that city.    The   Working 
Class   Cost   of   Living   Index for Kanpur 
today is 904 as compared to 100 of August, 
1939. During the last three years   there has 
been a continuous rise.   There is   almost a 
general   agreement   that this year the rise may 
be higher because  the   indirect   taxes arc   
higher   and   the   administration is so week, 
rather so weak-kneed, that the prices of other 
commodities have also risen   after the Budget 
came out.    The  Government is able to do 
nothing.   The Finance Minister talked   of  
consumer   resistance.   Sir,   no consumer is 
w i l l i ng  to pay more.   But   the consumer is 
unable to resist  the price rises. A  few years 
back, Mr.   Nanda organised Consumer       
Councils.       They       failed miserably.   Then 
the  Government  set   up Super Markets.    
They have also become a drain on the 
exchequer. 

 
 
SHRI ARJUN ARORA: The Super Markets are 
such that Mr. Om Mehta says that the name of 
Super Market stinks. It has become a drain. It 
was Mr. Subra-maniam as Food Minister who 
began the Super Markets and they have become 
a drain on the exchequer. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : The idea was good. 

SHRI ARJUN ARORA : The way to hell 
is paved with good intentions. The way to 
disaster is paved with good ideas. What is 
needed today is strict control. The 
Government should take the responsibility 
of distribution of some consumer goods. 

That was done during the war and during 
the years after the war. But slowly and 
surely all controls were abandoned and we 
succumbed to,the ill-advised policy of the 
Forum of Free Enterprise. 
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Sir, the Finance Minister is reported to 
have said somewhere that if 'we impose 
controls we'have to post policemen and post 
policemen after policemen. Sir, rthat in 
reality amounts to a frank admission from 
no less a person than the Finance Minister 
that the administration is incompetent, that it 
is corrupt. I want to know what the 
Government is doing to fight corruption 
particularly in the administration. What 
steps is the Government taking to improve 
administration and, Sir, I want to know what 
steps does the Government propose to take 
to punish the black-marketeers " Unless 
black-marketeers are punished and unless 
corruption is fought rigorously and 
administrative reforms are given top priority 
the economy is bound to deteriorate and the 
people are likely to continue to suffer. 

Sir, the price rise does not affect Birlas, 
Tatas, Dalmias and the like. It does not even 
affect those who get perquisites. Price rise 
affects the common man, the low income 
group, the wage-earners, people who have 
fixed income. 

Sir, another formula given by the 
Finance Minister somewhere is increased 
production. That sounds very good. During 
the last year the growth rate of industrial 
production was 4.8 per cent, much below the 
target. I am glad the Minister of State for 
Industrial Development is here. 

THE MINISTER OF STATE IN THE 
MINISTRY OF INDUSTRIAL DEVE-
LOPMENT  

- (SHRI GHANSHYAM 
OZA) : 

To encourage you. 

SHRI ARJUN ARORA: Encourage me 
but do not encourage the monopolist. 

SHRI GHANSHYAM OZA : No, to 
encourage you. 

SHRI ARJUN ARORA : do not need any 
patronage. The growth of industrial 
production was 4.8 per cent., and in the vital 
sector of steel the production was far below 
the target. The target was 7.6 million tonnes 
and the production was 5.9 million tonnes. 
With the collapse at Rourkela steel 
production is bound to go down and not 
improve. It will sink below 5.9 million 
tonnes, the production of last year. And, that 
is bound to affect other industries, 
engineering industries and many other 
industries.    So,   vvhenj the Finance 

! Minister says that the way to fight the 
nsmg"cost of living is increased produc-
tion,!! am sorry to say he is indulging  in 

; slogan-mongering and ignoring realities of 
which he is very well aware. 

Sir, the only sector of economy which 
has shown some growth is agriculture. But 
there, again, dangers loom ahead. Sir, the 
agricultural production has increased 
because our cultivators have taken to inputs, 
particularly chemical fertilisers and hybrid 
seeds. In the case of fertilisers the 
production last year was om; lakh ton short 
of the target. 

I do not know what the position to-day 
is, but if fertilizers also are not available, the 
growth in the agriculture sector is likely to be 
affected. I want to know what the 
Government is going to do about achieving 
the targets in the case of fertilizers so that at 
least we have enough to eat, if we do not 
have enough clothes to wear and enough 
iron bars to build houses. 

SHRI BHUPESH GUPTA : What do 
you mean by "we" ? 

SHRI ARJUN ARORA : "We" means 
the Indian penple, not Mr. Bhupesh Gupta 
and Arjun Arora alone. 

SHRI BHUPESH GUPTA : Not some of 
your Ministers also ? 
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SHRI ARJUN ARORA : Oh, Ministers have 
houses ; they will at un\ rate have houses. 

Sir, though the economic disparities are 
increasing, we find that conspicuous consumption 
is also increasing, and the Government does not 
know how to check it. Sir, there is talk of ceilings, 
ceilings on land, ceilings on urban property and 
many other codings. But why can't there be 
ceilings on expenditure on feasts whether 
connected with marriages or otherwise "! Why 
can"t there be ceilings on that and the extra 
expenditure subjected to 100 per cent taxation ? 
Sir, the fact that some people to-day indulge in 
lavish entertainment— the stories are well known   
.   .   . 

SHRI BHUPESH GUPTA : We do not know.   
Tell us. 

SHRI ARJUN ARORA : Well you should 
read the newspapers more carefully, Mr. 
Bhupesh Gupta. 

SHRI BHUPESH GUPTA : I read carefully, 
but tell us about it. 

SHRI ARJUN ARORA: I have very limited 
time. Unlike Mr. Bhupesh Gupta and Mr. 
Rajnarain, my time in this House is limited. 

SHRI BHUPESH GUPTA : I would plead 
with you, at least give   two   names. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN) : Please sit down. That is his 
discretion. 

SHRI ARJUN ARORA: Sir, this conspicuous 
consumption by a section of our people highlights 
the economic disparities and leads to anger among 
the people and frustration among the unemployed 
youth. The Government has imposed many taxes 
and some of the measures are good   measures.    
The   idea  of legislation 

about benami property is good and welcome. But 
there should be a strict scrutiny of the accounts of 
those who arc known to indulge in lavish 
entertainment and beyond a ceiling, there should 
be 100 per cent tax on conspicuous consumption. 

Sir. the poor man pays his i Whenever 1 light a 
cigarette, I pay excise duty on tobacco, on 
cigarette and on match-box. So. the poor man pays 
his taxes because he has to pay the indirect taxes 
which the Government imposes every year. But 
the rich do not pay the taxes. They use smuggled 
lighters, not matches. The tax arrfars of Rs. 500 
crores are with the rich. I would like to know who 
are the people who owe the Government this Rs. 
500 crores. I assure you it is not the wage-earner, 
it is not, those of the fixed income group, it is not 
e\en the small trader: it is the big sharks, the big 
monopolists ,  who continue to grow and whose 
growth is being encouraged und financed by the 
Ministry of Finance and the ins t i tu t ions  run by 
this Ministry, who owe these arrears. 

Sir, many people have from many platforms 
advocated that the income-tax exemption limit 
should be rnised to Rs. 7,500. If that is done, the 
Income-tax Department will be spared of 10 to 12 
lakh assessees and the revenue officials will he 
able to concentrate on the remaining 16 lakh 
assessees whose incomes are more than Rs. 7.500 
a year. 

And no less a person than Mr. Bhoothalingam 
who was the Finance ' Secretary and who is now the 
Director of the Institute of Applied Economic Re-
search said that if that is done the reduced workload 
will also improve tax collection from the middle 
and higher income group assessees. But I do not 
know why the Government does not take this 
measure which will make it popular. Why does it 
shun popularity ?    The only explanation 
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can be that the Government does not want 
revenue officials to concentrate on the 
higher income groups. Tax evasion amongst 
higher income groups is common and 
whenever they are assessed, whenever, in 
spite of evasion they are assessed, they do 
not pay the taxes and the revenue officials 
are burdened with ihe small tax-payers. 

Agricultural income is also a pheno-
menon of which the Finance Minister should 
have taken a serious note. The rural rich are 
becoming a force. On the plea that the 
constitution does'not permit the Government 
to do certain things the Finance Minister has 
not fwipnsed any income-tax on the rural 
rich. Amendments to the Constitution are 
now the talk of the day. Why does not the 
Government either persuade the State 
Governments to levy tnxes on agricultural 
income and increase the i r  resources or 
amend the Consti-t u t i on  suitably to include 
agricultural income amongst incomes 
taxable by the Central Government ? 

With regard to tax arrears, I think, Mr. 
Ganesh, the Minister of State for Finance, 
has announced that five Additional 
Commissioners will be appointed to speed 
up the       realisation      of      arrears. 
Commissioners alone will not to do. Firstly, 
the realisation must become a Central 
responsibility. Just now it is the 
responsibility of the revenus officials of the 
States   .   .   . 

THE MINISTER OF STATE IN THE 
MINISTRY OF FINANCE  

 
(SHRI  K.   R.   GANESH) : 

No, it has become Central responsibility. 

SHRI ARJUN ARORA : Thank you. (trot 
good thing has been done. But then if he h;is 
done that, he should appoint more income-
tax officers in charge of realisation. Mere 
Commissioners will not do. I find there are 
wonderful performances  in   the    Income-
Tax   Department. 

There is, for example, a Kanpur Bench of the 
Income-Tax Tribunal and that Bench is 
housed in Calcutta. It is called the Kanpur 
Bench of the Income-Tax Tribunal but it is 
housed in Calcutta because somebody, 
probably a friend of Mr. Bhupesh Gupta, 
does not want to leave Calcutta and the 
comforts of Calcutta and go to a small town 
like Kanpur. (Interruption) Such anomalies 
can be found everywhere. 

A plea has been made that there should be 
demonetisation, and according to press 
reports, an interim report of the VVanchoo 
Commission has also recommended de-
monetisation o\~ certain categories of notes. 
While the Finance Minister is very loudly 
declaring thai there K a parallel economy of 
blackmoney, he does not take the step which 
will curb blackmoney, and that step is 
demonetisati'>n. Unless that is e, the parallel 
economy will continue to nourish. Mr. 
Rajnarain today spoke of a particular locker 
being opened or not opened.   1 am not 
concerned with that. 

But I know, as every one knows, that 
bank lockers are the safe deposits of black 
money. If the government had any imagi-
nation, if- the government had any ini t ia-
tive   .    .    . 
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The bank lockers maintained even by 
nationalised banks and by the Stale Bank of 
India are the safe deposit vaults of black 
money. If the government is serious about 
finding black-marketeers, if the government 
wants to put an end to the parallel economy, 
one of the obvious steps, apart, from 
demonetisation, is opening up of all the 
bank lockers in the country one fine 
morning. Much of the black money will be 
found. 

We are all concerned about refugees 
coming from Bangla Desh. I do not know 
why'the government is so niggardly in 
providing money for ihem. The government 
estimaies of expenditure nrc all wrong. At 
first they provided Rs. 60 crores. Now, 
according to press reports, they are asking 
for Rs. 75 crores more. Rs. 60 cro.es is not 
even one month's expenditure; nor Rs. 75 
crores is one month's expenditure. Even Rs. 
200 crores won't do; Each Ministry is, of 
course, an empire in itself. The Minister of 
Rehabilitation, Shri Khadilkar, came to this 
House last week or early this week and 
according to the figures given by him, the 
expenditure is more than Rs. 3 crores per 
day. Yes, it comes to Rs. 3 crores or more 
per day. Was the government so unrealistic 
on the 28th May ihat it provided only Rs. 60 
crores ? Did they think that these refugees 
who have come in large numbers escaping 
from the brutalities of Yahya Khan have 
come here for Tirtha Yatra and would go 
back within four weeks ? Government 
should learn and take the people into con-
fidence and tell the people the real situation 
and the real burdens involved in maintaining 
the refugees. 

I hope the government will give up the 
habit of imposing new indirect taxes each 
year and allowing the big shots to escape. I 
also hope that the government will realise* 
that no amount of election victories will bring 
i( credit if il is not able to control the rising 
cost of l iving and to do that black-marketeers 
have to be punished and 

physical  control  over   distribution   taker; 
over. Thank you. 

DR. K. MATHEW KURIAN (Kerala): 
Mr. Vice-Chairman, Sir, Shri Arora 
expressed the hope that the cheerful 
expansion of indirect taxation, as we have 
seen in the past, will now be reversed. I 
hope Shri Arora's wishes will be fulfilled. 
But I would like to remind him that judging 
from the history of Indian taxation and 
judging from the intentions of the 
government as embodied in the Finance 
Bill, it is very clear that they rely upon a 
taxation policy of putting burdens on the 
people increasing the proportion as well as 
absolute quantum of indirect taxation in the 
total tax revenue. 

The same policy they pursued for the last 
two decades they intend to pursue even now 
and this is very clear from the Finance 
Minister's speech here and also in the I.ok 
Sabha. Sir, the main objective o f i h e  Bill, 
as the Finance Minister has said in his 
speech, is (1) to simplify and rationalise the 
tax laws, (2) tp reduce the opportunit ies Cor 
(ax evasion, and (3) to bring about scaling 
down of the concentration of the economic 
power and re-distribu t ion  in the 
inequalities ol income and wealth. 

Sir, I would like to argue in my speech 
that all these pious objectives laid down by 
the hon. Finance Minister are precisely the 
ones which do not exist in concrete terms in 
the tax proposals which he himself has 
brought forward. I would like to remind the 
House in this connection of the deepening 
economic crisis in this country, particularly 
the crisis in resource mobilisation. The 
Government, through their policies of 
foreign aid and foreign capital, continues to 
mortgage our future to the foreign capitalists 
and the imperialist powers. Domestic 
savings which increased from 8.5% to 
11.5% have now slumped to 6.4%. On the 
contrary,  foreign   debt    has  increased  to 
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somewhere around Rs. 7,400 crores. While 
our future gets mortgaged to the foreign 
imperialist countries, our domestic resou-
rces as a proportion of total savings have 
now declined. 

Sir, we have experience of even the 
capitalist countries of the West where 
indirect taxes constitute only about 50"o of 
the total revenue, that is, the ratio between 
indirect and direct taxes is 50 : 50. On the 
contrary, we find in India that the ratio 
between indirect and direct taxes is 81: 19 
that is, 81% constitutes indirect taxes and, as 
a result of this, during the last several years, 
over the last five years particularly. the 
prices have risen at the rate of 7.4%. Prices 
of tobacco, fuel oils, lubricant1;, 
manufactured products etc. are all on the 
increase. The cheerful expansion of prices is 
the consequence of the tax policy, the 
monetary policy and the over all economic 
policy pursued by the government. We have 
no indication from the Finance Minister's 
speech or from the tax proposals in Finance 
Bill as to whether these completely rotten 
economic, fiscal and monetary policies will 
be reversed or not. 

Sir, the ruling party talks about radical 
changes. They are talking from the house 
tops about all sons of pious intentions. But 
the Finance Bill is a clear indication of the 
continuance of the rotten economic and fiscal 
policies they pursued during the last 24 
years. We understand that in the Budget, in 
addition to the Rs. 224 crores of uncovered 
gap. we are going to face another Rs. 200 
crores of uncovered gap through the 
Supplementary Budget which is on the way. 
The total deficit financing will be Rs. 420 
crores at the minimum and this figure 420 
may be very simple. But '420' is the policy 
which the Government has been pursuing in 
the past. Sir, this policy of 420, fooling the 
people, hoodwinking the people, is their 
policy. While on the one hand they are 
talking from the house-steps about their good 
intentions of bringing    about     socialism,    
they    bring 

forward a Budget which puts burdens on the 
people and which allows the moneyed 
people lo go without real burdens on them. 

Sir, we talk about tax concessions. This 
Finance Bill has the intentions of taking 
away the Development Rebate from 1970-
74. While bringing this measure, the Finance 
Minister himself has referred to one thing : 

"Although the Development Rebate has 
served a very useful purpose in attracting 
investments to the industries during the last 
17 years, it is no longer necessary to 
continue this concession." 

Sir, the Finance Minister also refers to 
the fact that in the past there has been 
wasteful use of the capital resources as a 
result of this. At least he makes a reference 
to possible crit icism in this regard. 

Sir, I would like to ask the Finance 
Minister a straight question. If the Deve-
lopment Rebale has in the past helped 
monopoly grjwth, and increase in concen-
tration of wealth, which is a criticism he 
himself has referred to, is it not a fact that 
today he is taking away the Development 
Rebate precisely because the monopolists 
have grown to such an extent that they can 
continue uninterruptedly without the 
Development Rebate ? Is/ it not true that 
during the last seventeen years, with tax 
concessions, with their licensing policy the 
monopolists have grown ? According to the 
latest figures, the monopoly hold of the 75 
monopoly houses has increased from 46.9 
per cent in 1963-64 to 53.8 per cent in 1967-
68. 

V In the days of Shrimati Indira Gandhi, 
monopolists have been growing and expan-
ding. Sir, during the last 17 years of tax 
policy, the licensing policy and so on, 
monopolies have grown.   Today the largest 
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75 monopoly houses constitute about 54 per 
cent of the total investments in the non-
governmental, non-banking sector. Is it not 
true that the Minister now brings forth his 
proposal on development rebate as if he is 
giving a great concession to people, as if he 
is going to curb monopolies. Monopolies 
have been allowed to grow. Is it not a 
political trickery to bring forward this 
measure in this fashion ? 

Sir, I would also like to refer to the fact 
that non-Plan expenditure is on the increase. 
We used to calculate in the Government, 
both at the Centre and States, that non-Plan 
expenditure increased every year anywhere 
between 7 to 8 per cent. In 1971-72 it is 
around 12 per cent. 

Are not the economic policies which 
the Government has been following res-
ponsible for this ? ,1 understand the 
Government is in a dilemma between 
growth and justice, dilemma between 
growth and distribution, which is precisely a 
problem which a capitalist country faces. 

Yesterday, the hon. Member Mr. Mohla 
pleaded for incentives to increase production. 
The Swatantra Member preached the need for 
tax incentives. What the protagonists and 
ideologues of the Swatantra party preach, in 
naked fashion, is what the ruling party in fact 
practices . The ruling party, true to its 
practice of hoodwinking the people, in fact 
does the same. If you analyse the structure of 
taxation, it is very clear that this is precisely 
what Mr. Mohta has been demanding and the 
ruling party has been accepting, though it is 
couched in all the progressive language . 

Sir, black money in this country today is 
anywhere, according to estimates, in 
thousands of   crores of rupees.   Sir,  the 

total quantity of gold lying idle in this 
country, according to the Reserve Bank 
figure of 1963, was Rs. 3700 crores. The 
total amount of smuggling into this country 
every year is at least 200 mil l ion dollars. 
II" we calculate on this basis, the total gold 
available in this country, including the 
smuggled gold will be anywhere around Rs. 
7500 crores. Has this Government the guts 
to touch these idle resources in this country 
? Is the Government prepared to touch black 
money and idle gold rather than increase the 
burden on the people ? 

Today when we   talk    about  radical 
policies.   The ruling party and  its leadership 
does talk about radical policies.     But even a 
little dissent in the ruling party  is now 
attempted  to be destroyed by blackmail.        
The      hon.        Member        Mr. Chandra 
Shekhar has been  talking about monopolies.    
Sir, I would like to bring  to your attention one 
of the most  staggering facts   of   monopoly   
business.     Sir,   the Monopolies Commission 
has brought out thiee or four  reports.     One 
report  they produced on a Birla company, the 
Century Weaving   & Spinning Mills.   Mr.   
Algurai Shastri, who   is   the   Chairman   of 
the Monopolies Commission and the  
Planning Minister, Mr.  Subramaniam, were   
both hands in glove in giving licence to this 
Birla company.   The majority report on this is 
about 13 pages but the note of dissent is 60 
pages which exposes the whole basis of the 
Monopolies Commission   and  its  probe. 
Similarly,  a report on  the Tube  Investments  
Company    in    which    Murugappa Chettiar 
is involved.     With  the  elections coming, the 
Planning Minister, obviously, has to raise 
resources.     I can  understand the urge,  the 
eagerness of the   Planning Minister to   
humour     those    who   have resources.   1 
understand that the Tube Investments 
company is being given licence contrary to   
the   need     for   controlling monopolies.   I 
would like to  know from the hon.  Minister, 
while  they bring this Finance Bill, while   
they   seek more resources,      whether    they    
are   prepared 
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to control monopolies, whether they are 
prepared to rearrange the whole structure of 
the Monopolies Commission—the most 
incompetent commission that you can ever 
think of. Are they prepared really to tighten 
the monopoly controls so that resources can 
be generated ? 

I would also like to refer, in this connec-
tion lo the question of resources to he raised 
from the public sector. We have already 
invested thousands of crores of rupees. The 
total investment from the Government 
including loans would be about Rs. 3.333 
crores. The net return, calculating also the 
profits from trading organisations is a net 
loss of Rs. 35 crores per year. 

la this connection I would like to refer 
to the Stale Trading Corporation—a good 
case of Governments i n a b i l i t y  to control a 
public sector enterprise which ought to have 
produced lesources for our Plans. The State 
Trading Corporation today is manned by a 
Chairman who is an absolute, one hundred 
per cent free enterprise man. Shri P. L. 
Tandon, the protagonist of the free 
enterprise, today presides over the State 
Trading Corpora-Lion, lie has brought an 
umpteen number Of people, from Hindustan 
Lever including Dr. N. C. R. Nag who is in 
charge of rubber. 

The Tariff Commission agreed that a 
minimum price of Rs. 520/- per hundred 
kilogrammes would be the fair price. Today, 
in the market, the actual price is not more than 
Rs. 420/-. Here we find yet another example of 
this great 420 business. Rs. 420/- is the price of 
rubber in the market in Kotta.vam. Today, the 
hon. Deputy Minister for Foreign Trade goes 
about saying that he is going to export uibber. 
1 would like to a.sk the hon. Finance Minister 
whether ihey are aware of it. Is it a serious 
measure, a serious move to export rubber? The 
Minister i-, on record of making public 
statements that 

he is going lo export rubber. While the 
minimum price is Rs. 520. the international 
price is anywhere below Rs. 250/-per 100 
Kg., and if you lake ex-Cochin price 
including transportation and warehousing 
charges, the export price will bo anywhere 
over Rs. 650/-. Does the Finance Minister 
know that his own colleague in the 
Government goes round taking about 
exporting rubber? Behind this talk of ex-
porting rubber there is, on one hand, an 
attempt to fool small producers of rubber in 
Kerala and other Stales. On the other hand, 
there is an attempt on the part of the big 
companies like Goodyear, Dunlop, Madras 
Rubber Factory and others to create an 
artificial situation; if rubber is exported, 
tomorrow they would come forth with the 
plea that rubber is in scarcity. Therefore, 
they have to be a l lowed  to import rubber at 
cheap international price which they will 
stock for three or four months, and ihcn (he 
price would be depressed again. The whole 
game of monopoly companies is behind this, 
[wo u ld  like to ask the hon. Minister whether 
he knows about this, this attempt to 
hoodwink the people, a measure which will 
ultimately result in substantial subsidies 
resulting in a resources problem. Is the 
Ministry of Finance aware ol it? 

We talk of raising resources for the Plan. 
We have public sector agencies like the 
Reserve Bank of India and the Employees 
IVovident Fund organisation. I would like to 
know from the hon. Finance Minister 
whether he is aware of (he problem   in the 
Reserve Bank of Ind ia  
office in Madras where ihe employees had a 
very legitimate struggle for about 7 or 10 
days. Despite the great professions of the 
hon. Finance Minister for having proper 
employer-employee relations in the Reserve 
Bank of India and other banking institutions 
in general, anti-labour policies me being 
pursued in these organisations. Is he aware 
that the Reserve Bank manager in Madras 
has   unilateral!)   decided to  cut 

1 e pay of the employees during the period 
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of the agnation despite the tact thai at the 
time of agreement, it was an open issue? 
Similarly, in the Employees Provident Fund, 
which can raise a lot of resources for the 
plan, you have one of the most archaic 
feudal type of labour relations. I would like 
tin' Finance Minister to get in touch with the 
concerned Departments and ensure that the 
existing bad employer-employee relations, 
particularly in the Re-sen e Bank of India, 
are reversed. You should put right people in 
such places so that these agencies can be the 
instruments for mopping  up the required 
resources. 

At the end, I wot 'J like to refer only to 
one more point. We have always been 
ta lking about avoiding wasteful expendi-
ture. If you look into the continuous 
expansion of expenditure in the Ministries, 
Raj Bhavans, Rashtrapati Bhavans and the 
feudal splendours of the Ministers you h3ve 
no right to talk about socialism any longer. 
Unless the Government brings forward 
concrete proposals, concrete measures to 
curb this cheerful expansion of feudal 
splendour, they have no business to talk 
about socialism. 

Lastly, having criticised the Government 
policies, 1 would put forward for the 
consideration of the hon. Finance Minister a 
few proposals as to how this rotten fiscal 
policy can be reversed and a new orientation 
made. I would like in this connection io refer 
to the memorandum which my party, the 
Communist (Marxist) Party of India, 
presented to the Planning Commission. I 
would like also to refer to the memorandum 
which we submitted to the National 
Development Council two years ago in 
which we had made very concrete proposals. 
At this stage, in order to reverse the present 
fiscal policies of the Government, 1 would 
like to suggest the following . . . 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI   KHAN):   Please conclude. 

Vou  have already   gi\ en the suggestions  in 
the memoranda. 

DR. K. MATHEW KURIAN: I would 
like to emphasist certain new points which 
are not covered in the memorandum. I will 
take only one minute. I would suggest that 
the Government should come forward with a 
clear enunciation of policy to nationalise all 
the 75 top monopoly houses without paying 
compensation. The Government should 
nationalise all the big foreign companies. I 
would demand abolition of privy purses 
without compensation and stop payment of 
compensation to landlords and big 
capitalists. There should be ceiling on 
incomes. End deficit financing which 
transfers value from the toiling masses to the 
propertied classes. Cut down defence 
expenditure at least by 50 per cent, if not by 
more, and develop a people's militia, 
equipped and trained with arms composed of 
citizens which can be used in times of 
emergency and war. Impose ceiling on pro-
fits of all big companies. Take over the 
surpluses into a national pool which can be 
used for development. 1 would like to suggest 
a review of the administrative expenditure at 
all levels. I would suggest reduction in the 
public expenditure, salaries of high officials, 
Ministers, members of Parliaments, M. L. 
A.s as well as expenditure on luxurious 
buildings and amenities for their residences 
and offices. 

I would like to say that there is need for 
complete re-structuring of Centre State re-
lations, passing on more powers to the 
States. Today with the increase in deficit 
financing, increase in prices, increase in 
indirect taxes, the real burden is being felt at 
the State level. The State Governments are 
not allowed overdraft from the Reserve 
Bank of India beyond certain limits. Uneven, 
inequitable distribution of resources, 
mobilisation of powers are being insisted 
upon. The S tate Governments are being 
prevented from taking overdrafts while the 
Central Government has power to get 
foreign aid, to print notes and to impose all 
sorts of onerous tax levies. 



191 Finance (No, 2) [ RAJYA   SABHA ] BUI, 1971 192 

[Dr. K. Mathew Kurian] 
3 P.M. 

Therefore unless the proposals that our 
Party has made for restructuring the tax 
system, transferring powers to the State as 
given in the memorandum which we have 
already submitted, the problem of resource 
mobilisation cannot be solved. 

We are to-day on the last days of the 
Mughul empire. Aurangzeb's days we are 
witnessing. Unless these completely rotten 
economic policies and out and out capitalist-
oriented policies are reversed, this country 
cannot go forward. If this Government is not 
prepared for ihis, 1 think ii will face the     
music. 

SHRI BIPINPAL DAS (Assam) : I 
would, at the very outset, congratulate the 
Finance Minister for making a serious effort 
to direct the fiscal policies towards achieving 
the goal of economic growth coupled with 
social justice. I am also grateful to him for 
responding to the suggestions of the 
Members made in the other House by 
granting some concessions in the mean time. 
I know that it is not possible to achieve our 
goal through fiscal measures alone and that 
too certainly not through one Finance Bill. 
But I believe he has made a very serious 
effort to set the pace towards achieving that 
goal. In particular, 1 am happy that he has 
proposed some new fiscal measures so far as 
the capitalist classes are concerned like the 
surcharge on Income-Tax, Tax on Capital 
Gains, some new imposts on Wealth Tax., 
withdrawal of some exemptions, some 
measures on transfer of property, some 
Surtax on companies and a ceiling on 
salaries. But having said this, I would submit 
that I am not wholly satisfied with whatever 
he has proposed. I know that fiscal measures 
alone cannot lead us towards the socialist 
objective and other means must be resorted 
to. But I expected the Finance Minister to 
adopt more radical or drastic measures to 
propose, a  more  radically oriented Budget 

to move towards the objective of  socialism. 

The Finance  Minister himself said that the 
main objective of his   Budget proposals was 
to augment  the growth   together with getting 
increasing social justice. So far as growth is 
concerned, the present situation is very sad, 
very dismal.  According  to the Planning   
Min'su-r,   the current   growth is 5.3%  which   
is far   behind   the target set before   the   
Fourth Plan. In that   too   the major 
contribution has been made by   the small 
sector industry and agriculture.   The small 
sector industry alone has contributed 11.2% 
according to  the Planning Minister. So   far  
as  agriculture   is  concerned, the 
contribution has come from only one side, 
that is food and is lagging behind in pulses 
and cash  crops and even in cereals the 
contribution has come from wheat alone. Rice  
has not   been   able   to  make much 
contribution   to    the    economic   growth. 
But the worst that is the large scale industry 
has   not   been able   to make any substantial    
contribution   to   our  economic growth. 
What I would   pouii   out   further is that the-
public sector industry has faired very much.   
Reasons have been advanced for this   and   
they have said  the Planning Minister   said    
about   shortage   of      raw materials    and     
under      utilisation     of the rated capacity. 1 
would ask why  there should  be   under-
utilisation of   the rated capacity. If they   
point out only   labour disputes, I am not 
satisfied.   There is something wrong  with 
the whole   management and therefore a 
thorough enquiry is needed to look into   the 
matter  why   the   public sector industry has 
not been able  to make full use of the rated 
capacity. 

But that is not the whole story. The story 
is that as against the targeted outlay of Rs. 
1200 crores in the first two years of the 
Fourth Plan, the actual investment in 
industry at the end of two years was only 
Rs. 950 crores. 
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This   is shortfall   in   investment and the  
Finance   Minister   has   said    in   the 
Economic Survey that this shortfall of in-
vestment has affected only a few industries. 
But I submit that it has not affected only a 
few industries, but it has affected some of the 
major industries like steel,   non-ferrous 
metals, copper zinc, fertiliser, iron ore 
petroleum,  petro-chemicals and newsprint. 
What   are the causes  of  these  shortfalls? 
These  shortfalls  are   largely   because   of 
delay in   the   initiation of new projects and 
inadequate preparatory work on   the projects 
taken   up for execution. Over and above that 
there are other reasons  also. The other 
reasons are delay in the supply of domestic 
machinery and equipment and shortage of 
steel. I do not   know, 1 am not very clear 
how the Finance Minister and the 
Government  propose   to improve the 
situation in this regard. I do not understand  
why there should   be such a   huge deficit  in   
production so   far as steel  is concerned. 
There is something very seriously wrong 
about the steel   industry and it is high time 
that we go into the matter  and find out what 
are the real causes.   If you only talk of labour 
dispute in Durgapur or some other trouble 
somewhere, at least a person like me will not 
be satisfied. The whole matter needs a 
thorough   investigation  as to why we are not 
able  to step up steel production in this 
country. 

Now, the other objective laid before us 
by the Finance Minister is social justice. I 
have already pointed out that some of the 
direct taxes imposed by the Finance Minister 
are very good and I welcome them. They will 
go a long way towards removing disparity or 
bringing about social justice. But I must say 
that the corporate sector has been treated a 
bit too leniently and with undue sympathy. 
The rich peasants have been left out 
altogether. If agriculture as a whole has been 
left to the authority of the States 1 have no 
objection. That will be nice; let the States 
have some income out of agriculture, but let 
that be made very clear, absolutely clear, that 
sj far as agri- 

culture is concerned, the States will tax the 
rich peasants. Let the rich peasants be taxed 
by the States; I welcome it. But I do not 
know whether that is going to be the final 
dccis'on of the Government. 

Sir,   my   main grievance  against   the 
Finance Bill is this.   Perhaps the Finance 
Minister   has   done  an   injustice   to   the 
middle  class,   and   that   too,   the   lower 
middle class. I know the poor people, the 
common man, has not been taxed but the 
indirect taxes will affect them more. The 
middle class and   particularly   the lower 
middle class, and fixed income groups have 
become the worst sufferers from this Finance 
Bi'l. The Finance Minister said some items 
have   been   taxed   which   can   be   called 
luxury or semi-luxury items and which are 
used by the affluent classes. I do not agree 
with him. For example, take the item like 
soap, perfumed hair oil, glassware, China, 
tableware, playing cards, zip fasteners, etc.; 
are these used only by the affluent classes? 
Or  take even   pressure   cooker;   pressure 
cooker nowadays is found in the houses of 
even lower middle  class  families.   Then 
there is petrol. Petrol is taxed every year and 
the price  is going up. This year the Finance 
Minister has raised it by 20 paise and     the   
rise in  the    price    of   crude accounts for 
another 5 paise. The Finance Minister says 
those who can use petrol, who can afford to 
have cars,   they can pay for it. But in actual 
fact who is paying for it ? In my State—if the 
Finance Minister does know  I want to bring 
it to his notice—the buses   that ply in the 
rural areas   run on petrol and  they have   to 
pay this extra price. Wherefrom will they 
pay? They will pay from out of the pockets of 
the rural population.  The State buses are run 
on diesel I know, but the private buses plying 
in the rural areas are mostly run on petrol. 
then take a small officer drawing a salary of 
Rs. 1000/-. Is he a very rich man? After 20 
years of service or so he perhaps   draws this 
salary of Rs. 1000/- and perhaps with some   
accumulated   savings   he   has   purchased a 
scooter or a second-hand motor car. 
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[Shri Bipinpal Das] 
He has to pay this extra tax and, there-

fore, I do not think that this levy on petrol 
has affected only the affluent class or the 
richer class. I must submit that it has 
affected also the lower middle claBS. (Time-
bell rings) I have taken only ten minutes. 
You have given twenty-five minutes to 
others. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : The time of the 
party is over. 

SHRI BIPINPAL DAS : I am glad that 
the Finance Minister has given sufficient 
encouragement to co-operatives and small-
scale industries. So far as price is concerned, 
I entirely agree with the analysis given by 
my friend, Mr. Arjun Arora. I do not agree 
that production alone can help in stabilising 
prices. During the last twenty-three years we 
have raised production, but prices have not 
been stabilised. The problem of price must 
be attacked not only from the end of 
production, but also from the end of 
distribution. One of the causes for the riat in 
price is black money. That everybody 
knows. It needs to be thoroughly controlled. 
There is unproductive expenditure going on 
in this country in the name of projects and 
schemes. Unless you limit income and 
expenditure, both, I do not think you will be 
able to control prices. One important 
suggestion regarding prices is, it is high time 
the State and the co-operative sector entered 
the trade, particularly wholesale trade, if not 
the retail trade, in competition with the 
private sector or private traders. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : Please conclude. 

SHRI BIPINPAL DAS: No, Sir. I must 
speak. This is the second time that I am 
speaking in this Session. Do I not deserve 
some considerution  ? There 

are Members who go on  speaking every day. 
This is the second   time  that  I am speaking. 
I have certain   points   to raise before the 
House.   Now, I   am   going   to raise the  
point   about regional   disparity. It is a 
problem from which many States in India are 
suffering and my State is one of them. I want 
to draw the attention  of the hon. Finance 
Minister   to four   particular issues from   
which we suffer in   the matter of augmenting 
our resources. Now, the Finance Minister 
says that the States must raise  their   own   
resources,   but the question is how to raise 
resources and where are the resources ? Oil 
and tea are the two major industries in my 
State.   We   wanted to levy a road carriage 
tax on tea, but the Central   Government    
objected    on   the ground that the tea 
industry cannot bear the extra tax.   The   
Central   Government object because they 
pretend to be sympathetic to tlie tea industry. 
But at the same time they have imposed a 
duty  on  Assam tea to this extent that when it 
is 25 paise per kg elsewhere, for Upper  
Assam tea it is 105 paise per kg. Is it justified 
?   If you levy so much duty on our tea,  then  
where is our resource ?  We have an   Act  
called the Agricultural    Income-tax    Act,   
with the help of which we can get some 
revenue from tea. But if you go on imposing 
high duties on  tea in Assam, what is left to 
the States ? 

Then, I come to Oil. In 1930 we got a 
royalty of Rs. 10 per ton. After independence 
it was brought down to Rs. 4.50. After 
pleading with Prime Minister Nehru it was 
raised to Rs. 7.50. Then, on an appeal to 
Prime Minister Indira Gandhi it has now 
been raised to Rs. 10. What we used to get in 
1930, we are getting today. I demand and 
very emphatically demand that we have 
every right to get a higher royalty and a just 
royalty on our Oil. We are a major oi! 
producing State in India and, therefore, I 
demand that at least Rs. 20 per tonne royalty 
on oil should be given to Assam. Another 
very interesting point is that we produce 
crude, we   supply 
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two million tonnes of crude to Barauni Reft 
nery, but we do not get any sales tax on it. 
When the crude goes to Barauni, the Bihar 
Government levies a sales tax on crude. They 
also levy sales tax on the refined oil. We get 
no sales tax on oil. They get double sales tax. 
We produce oil but we do not get any sales 
tax on the crude. Is it justified ? Is it not 
possible for the Government of India to find 
a way out so that we can have sales tax on 
this crude ? Let Bihar have sales tax on the 
refined product. We have no objection. 

Now, I would refer to the Wanchoo 
Committee's Report as to how to remove 
regional imbalances. In order to remove 
regional imbalances in the matter of eco-
nomic development they have suggested 
these measures and 1 would like to place 
them before the House : 

(i) Grant of higher development rebate. 

(ii) Grant of exemption from income-
tax, including Corporation Tax for 5 years 
after providing for the development rebate. 

(iii) Exemption from the payment of 
import duties on imported plant and 
machinery, components, etc. 

(iv) Exemption from excise duties for a 
period of 5 years. 

(v) Exemption from Sales Tax, both on 
raw materials and finished products, for a 
period of 5 years from the date of their 
going into production. 

(vi) Transport subsidy. 

These are the suggestions of the Wan-
choo Committee. Sir, 1 have got still 14 
minutes. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : No, no, you must 
finish. It is between you and your party. 

I have given you   more   time.   All   right. 
You can speak for two more minutes. 

SHRI BIPINPAL DAS : Thank you, Sir. 
I hope the hon. Finance Minister and the 
Government of India will pay due attention 
to these suggestions. And if they are 
implemented, then backward States like 
mine, Assam—I am not speaking for Assam 
only, for others also—will be helped to a 
large extent towards their develop ment; it 
will help to increase our resources and also 
indirectly the resources for the Finance 
Minister. 

Lastly, Sir, we have to depend on our own 
resources.   The sooner we do away with 
foreign aid, the better it is for this country.   
Let us mobilise  resources from our   own 
country.   But how  to do  it ? Is  there no way 
?   Is the only way left is indirect  taxes ?   1 
do not agree.   The country's   public sector 
industries must be made to produce surplus.   
Full and liberal use of the funds made 
available  by the financial  institutions and the 
nationalised banks should be made.   Although 
sufficient work  has  been done by   these  
financial institutions and the nationalised 
banks, I am not   happy because they have not 
yet gone   in  fully  for   the    mobilisation    of 
resources.   Nationalisation of the foreign oil   
companies   and foieign banks should be   
there.    We must nationalise  the entire foreign 
oil  industry and   foieign   banks immediately.   
Why      not      we     do    it immediately ?   
What is wrong   with it ? Then, Sir,   some    of   
our    industrialists have been  given licences  
to start industries outside  India, in Africa, for 
example.   They   have made huge profits.   
But the profits   are shunted off to the Swiss 
banks.   Well is it not   possible for   the 
Government    to    compel   these industri-
alists. 

DR.  K.   MATHEW  KURIAN  :   The 
Government is controlled by them. 

SHRI   BIPINPAL    DAS  :   It    is   not 
controlled  by  them.   I do not agree with 
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[ Shri Bipinpal Das. ] your statement. The 
Government should compel these 
industrialists to plough back this profit into 
our country so that the resources of our 
country may be increased. 

SHRI ARJUN ARORA : May I remind 
him that the Minister for Industrial 
Development last week at Bombay said that 
he will blow the brains out of such 
industrialists ? 

SHRI BIPINPAL DAS : I do not want 
their brains to be blown out. I only want the 
Government to compel them so that the 
profits that they earn there may come back 
to our country for augmenting our resources. 

Then, Sir, I also want the Government' 
to nationalise all monopoly capital. 

DR. K. MATHEW   KURIAN :   The 
brains are going to foreign countries. 

SHRI     BIPINPAL    DAS   :    I  would 
emphatically suggest   a ceiling on income 
and expenditure as   a     very   important 
source      of   mobilising    our    resources. 
Black money must be controlled.   I have got 
seven  or eight suggestions to make. As you 
do not give me time, I cannot go into them.   
But I will simply   say  that the  black 
currency must   be  controlled. Only then   
we will  be able to   increase our  resources.    
The prices must be stabilised.   Small    
savings—they    are    doing very well, and 
should  be encouraged to do much better.   
Then,  Sir, our exports are rising no doubt.   
But the imports are also   rising.    Something  
should  be   done about it.   Why  should 
imports   also  go on    r ising    along    with    
exports ?   We shall gain  nothing out of it.   
Something should  be  done about it. 

Sir,  finally,  I   would say,  the slogan    | is   
that  we  should believe  in    austerity 

practise austerity, we should tighten our 
belts. I agree, let us all tighten our belts. But 
who will tighten their belts ? Certainly not 
the exploited people, the poor people, the 
down-trodden people, the lower middle class 
people. Let those who are sitting on the top, 
the monopolists, the big businessmen, those 
who are exploiting this country and the poor 
people for hundreds of years; first under the 
aegis of the British and even now,  tighten  
their bells first. 

Only when they are controlled we move 
towards equality, we move towards removal 
of disparity. Unless this is done, the slogan 
of austerity will have no meaning. I, 
therefore, suggest in conclusion. 

DR. K.  MATHEW KURIAN: What 
about  Ministers ? 

SHRI BIPINPAL DAS : I do not agree. I 
am speaking only about monopolists and big 
businessmen. As a good Marxist Dr. Kurian 
knows that in the present stage of our 
development, mobilisation of resources must 
come from the big monopolists and the big 
businessmen, and not from Ministers 
drawing Rs. 2,000 or Rs. 3,000 salaries and 
having a little bungalow or a car. 

DR. K. MATHEW KURIAN :   Your 
party  is  controlled by monopolists. 

SHRI BIPINPAL DAS : Their own party 
has a programme and the programme says 
that we have to attack the big monopolists, 
the rich peasants and big businessmen. They 
never say that we have to expropriate people 
having an income of Rs. 2,000, Rs. 3,000 or 
Rs. 5,000; because it is a wrong policy. That 
would not be the Marxist way of proceeding 
towards socialism. I humbly suggest to the 
Finance Minister, let us curb     the    
unproductive'     expenditures, 
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extravagant expenditures that the ppoplc 
make sometimes in their private lives. If we 
do all these things that I have suggested, if 
the hon'ble Finance Minister gives some 
consideration to these suggestions and does 
something about it in future, 1 hope the 
problem of resources of this country will 
ultimately be solved. 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : Mr. Bhupesh 
Gupta. I am going to call the Finance 
Minister at 3-30. 

 
SHRI BHUPESH GUPTA : Mr. Vice-

Chairman, Sir, when devaluation took place 
in 1966, many of us brought to the notice of 
the House at that time that the r.ews of the 
decisiou about devaluation had already 
leaked out to certain big businessmen 
families. Some of us even suggested that the 
leak would be taken advantage of by the 
Birla family. But at that time our contention 
was contested from the Treasury Benches 
arid almost Hie whole suggestion was pooh-
pohed by thai Government. Reports appeared 
not only in Calcutta but also in Bombay that 
some business people came to know of the 
decision about the devaluation a few days 
before and they took steps in order to make 
money out of the coming decision. 

Now, Sir, I wish to bring to the notice of 
the House a number of details— I say brief 
details because much more can be given, yet 
I may give some details as to how things 
leaked out and how the Birla concerns, the 
Hindustan Motors Ltd. made money out of 
it. I hope Mr. Chavan will kindly listen to 
what I say. 

Messrs. Hindustan Motors Ltd., a Birla 
company, of which Shri B. M. Birla is the 
Chairman, approached the United 
Commercial Bank, Ltd., 10, Brabourne 
Road, Calcutta, on the 3rd June, 1966, for 
booking one forward exchange contract for 
purchase of £. Sterling 9,32,617 to cover 
import of CKD parts, motor accessories, 
steel materials etc. from U. K. and the 
Continent. According to prevailing 
Exchange Control Regulations, the bank 
was to satisfy itself before booking any such 
forward exchange contract with its 
customers. that the customers are in 
possession of: 

(a) Valid import licence with an Ex-
change Control copy thereof cover-
ing the amount of the proposed 
contract; 

(b) Original documentary evidence 
show'ng that firm orders for the 
goods intended to be imported have 
been placed with the foreign 
manufacturers/suppliers; and 

(c) firm acceptances from the foreign 
manufacturers or suppliers accepting 
the offer of the party for supply of 
the materials. Sir, on 3rd June, 1966, 
when Hindustan Motors approached 
the United Commercial Bank Limited 
for booking, valid documentary 
evidence as required under the 
Exchange Control Manual was not in 
their possession. Accordingly, the 
contiact was not booked on that da,y. 
On the 4th June        .    . 



203 Finance {No. 2) f RAJY \   SABHA1 Bill, ]971 204 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : You had drawn 
attention to this in the morning. 

SHRI BHUPESH GUPTA : Kindly do 
not disturb me. I am speaking on the 
Finance Bill. I have not drawn attention. 

On the 4th June,  1966,  which was a 
Saturday,    the   contract    was,   however, 
booked by the bank with  the connivance of 
the higher authorities.   No documentary    
evidence    as    required    under the Exchange  
Control Manual  was produced to the bank.   
The bank also  got   seven lakhs   pound  
sterling   from   the Reserve Bank    on  the  
4th  June,   1966   to   cover a part of its sale 
to the above-mentioned customer, namely,  
the Hindustan Motors Limited, and the   
balance   amount   was covered out of its own   
overbought   exchange position which   was 
built up by violating the exchange control 
regulation relating to purchase and sale of 
sterling in    the    inter-bank   market.   The 
Indian rupee was devalued with effect from 
the 6th of June   .   .   . 

SHRI M. K. MOHTA (Rajasthan) : 
What has it to do with the Finance Bill ? We 
are discussing the Finance Bill  and  not  the 
working of the Finance 
Ministry. 

SHRI BHUPESH GUPTA : ...and as a 
result the company made a huge profit to the 
extent of over Rs. 75 lakhs and the National 
Exchequer lost foreign exchange of over Rs. 
1.33 crores at the pre-devaluation rate of 
exchange. Now these are the facts i should 
like the Finance Minister to contradict. 

It was evident that on the 3rd June, 1966, 
when the company approached the bank for 
booking the forward exchange contract,  
they  were already in possession 

of advance information that the Indian rupee 
was going to be devalued very soon. It was, 
therefore, with a view to getting the 
maximum benefit out of such proposed 
devaluation that the company booked the 
forward exchange contract through the 
United Commercial Bank Ltd. and the bank 
officials helped the company to do so by 
violating the Exchange Control Regulations. 
The bank helped the company in booking the 
forward exchange contract by committing 
breach of the Exchange Control Regulations 
inasmuch as it did not comply with the 
requirements of the Exchange Control 
Regulations for satisfying itself that valid 
documentary evidence had been produced to 
it by the company and also by manipulating 
its own exchange position by purchasing 
sterling from the inter-bank market by 
violating similar Exchange Control 
Regulations in that respect. 

A search was   made by the Enforcement 
Directorate,  Calcutta, and all connected papers 
were seized from the bank as well  as   from 
the company  in  1969. In  May  1971,  an 
enquiry  was started by the   Enforcement   
Directorate,   Calcutta, and many officers and 
clerks of the bank were   called     to    give     
evidence   under section  19 F of the   Foreign   
Exchange Regulation Act,  1947.   The 
Custodian of the   Bank    Shri    R. B.    Shah   
and the Regional  Manager of the Eastern 
Region, Shri   B.L.   Purohit  were also called 
for a number  of times  for giving such evi-
dence.   Irrefutable documentary   evidence in 
the    shape    of   even   hand    written 
manuscripts of letters and other documents by    
the    Custodian   as  well as   by  the Regional  
Market  Manager,  both   named above, were 
brought to their    notice   at time of enquiry.   
They were unable   to deny    the    existence   
of   any   of these documents. 

It  is   understood  that on the basis of 
evidence   already   procured, the Enforce- 
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ment Directorate have submitted two reports 
making out a prima facie case against these 
two officers and are now contemplating 
issuance of charge-sheets under section 23 
of the Foreign Exchange Regulation Act, 
1947, read with section 120B of the Indian 
Penal Code. It is high time, Sir, that the 
Government clarified the position. This 
morning these things were not brought to the 
notice of the House. Only we touched on the 
subject, which is why I have got up now and 
I will end ivith this thing. 

We were shocked   to learn that when the   
matter  went to   the    Reserve Bank, the 
Reserve Bank   summarily closed the inquiry   
and   thought the   matter    was closed.   
Today under  the same Government   the   
Enforcement   Directorate has discovered     
documents   which   are   not denied  by  the 
Birlas and  their officials that they are 
genuine,   and according to this document: a 
prima facie case has been made out of 
violation of foreign exchange regulations 
and embezzlement of national exchequer on 
the basis of leaked out information.   
Therefore, we should like to know from the 
Finance Minister whether he is prepared to 
hold an  inquiry into  the doings of the 
Reserve Bank at the relevant time    as    to     
how     it      came,      how it   was possible       
for   them      to close the  case   in this,   
manner     instead   of pursuing     it   when 
they had some very important, reliable,  
information  in their possession.   We are 
surprised at all this. I understand at that time 
Mr.   L.  K.  Jha, was the Governor of the 
Reserve Bank. Well, he is now, I believe, the 
Ambassador of our country in   the United  
States.   I say    this      thing     because      
everybody knew that Mr. L. K. Jha also was 
friendly with the Birla family.     At that time 
when devaluation     took    place    the    
Finance Ministry was under the charge of a 
gentleman from Calcutta, the city from 
which  I come     and      his      name      is      
Sachin Chowdhury... 

 

SHRI BHUPESH GUPTA : What do 
you want ?   You can ring the bell. 

Mr. Vice-Chairman, will you call him to 
ring the bell ? 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : I want you to finish 
now. 

SHRI   BHUPESH   GUPTA :     I am 
finishing within time. 

So,   his name is Sachin   Chowdhury. At 
that lime he was the Finance Minister of the 
country.       I   know Mr.   Sachin 
Chowdhury  as many people   know   him in 
Calcutta.   He has been always a   man of big 
business,   and  his family had been 
connected, and I believe, are still connected, 
with   the   Birla business   and many other 
big businesses.     Now, we came to know   
that   at   that    time    Mr.  Sachin 
Chowdhury had  leaked out the information 
to the   Birlas.     Today I think we stand 
vindicated in this matter.   Therefore, this   
question should also  be gone into. Mr. 
Asoka  Mehta was also then  a very important 
figure, a back-seat driver at that time. He was 
believing in back seat driving. Here he made 
an absolute raid on  our national exchequer.      
They    leaked   out these things.   These 
things should be inquired into properly.    
But,  how  is it  that even after all these 
disclosures have been made, this gentleman 
the Custodian,  Mr. R. B. Saha, is still  the 
Custodian ?   The gentleman who did it is 
still the Custodian of the   nationalised    
United Commercial Bank,     This   remains   
to be  exp'ained. The   Government   was in  
possession of these  figures since  1969.   The   
document had been found in 1969 and the  
bank  was nationlised  in the same year.   
How is it that no step has been   taken  in 
order to remove this    gentleman     against    
whom 
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[Shri Bhupesh Gupta] they were actually 
carrying  on an investigation and  were also   
preferring charges under Section 120 (b) of 
the Indian Penal Code for violation of foreign 
exchange ? This remains to be explained.   
Now we are told that notices have been 
served on the members of the Birla family to 
explain But I have information the matter is 
being, sought to be hushed   up by   the 
Birlas. Why were not the  Birlas arrested at  
that time when others were arrested ?    For 
the simple violation of Section 144 you   put 
Members   of Parliament   in prison,  take 
them to Tihar Jail.   Are the Birlas angels - 
that they should not be arrested ?    When 
such a swindle has been discovered involving 
them and their officials, why was no action 
taken against them  instantaneously at  that  
time, when  it was   known that there was a 
prima facie   case that   they were guilty of 
violation of foreign exchange regulations, 
acting in a manner prejudicial  to the   
national    interests ?    These things should 
be explained by the honourable   Finance   
Minister.      I   know Mr. Chavan was not in 
the Finance  Ministry at that time.   I hope 
Mr. Chavan will  not misunderstand me.   
Personally I am not blaming him at all except 
that a man  like him should   have removed 
Mr.  Saha   as Custodian of the Bank.   That 
was expected of him. Beyond that I do not 
say anything about him. 

The   Prime   Minister     has    given    an 
assurance that  something will   be done. We 
shall see what will  be done.   But   the 
Finance Minister of the country is  respon-
sible for it. Now that these disclosures have 
been  made   it  stands to  reason  that  he 
should be removed immediately and we are 
shocked to learn that his family has been 
shifted to the  United  States of America 
Whether it  is  true  or  not,  his  wife and 
others have been sent to the United  States of 
America and he is contemplating to go and 
live there and stay there. We have also been 
informed that when  the  marriage of the  
daughter of  Shri    Shah   took  place, there 
were  many  gifts and presents worth 

O'/er a few  millions or crorcs of rupees. 
Surely this is a matter to be found  out. 

I know Shri Chavan has not got a daughter. 
But even if he has a daughter and  at the 
time of the marriage of his daughter, he 
would not have presents worth crores of 
rupees despite the fact that Shri Chavan 

is a very  powerful man in  Maharashtra. 
This gentleman is a man of the big money. 

Even in   the earlier devaluation   time in 
1948, the same  United Commercial   Bank 
was   named    in  that connection.     Once 
again it lias been   found   out.   Therefore, 

I would appeal to   Shri   Chavan    in all 
seriousness   that     he   himself,     as   the 
Minister of Finance, should take action. 

Now 1 have to offer only a few suggestions. 
Firstly there should be instantaneous suspension  
or removal of this officer, Shri R. B.   Saha.   
Secondly,   there   should be simultaneous 
"nvestigation as to how many such people were 
in the bank at  that   time when the devaluation 
took place. Thirdly, there   should    be    proper   
'investigation through the intelligence agencies 
of the government as to whether there is  any   
basis for the serious allegation—which   looks 
to be prima facie true—that   the  information 
was leaked out by the Finance Minister of that 
time.   Fourthly,  with   regard  to the Reserve 
Bank,  their credibility has  been spoiled today.   
Who is   going  to   believe this Reserve  Bank 
which   has   now been exposed and which has 
not acted in national interest, but in the interests 
of the Birlas. This also should be gone into. 
With regard to Birlas, I should also make a 
suggestion. Business   transactions   on   behall   
of  the Birlas or by the Birlas should lie 
subjected to severe scrutiny by the government 
and no   ■ one connected with the Birla family 
should be placed in nationalised  banks,  
financial institutions   of the government   like  
the IFC and others.   In so far as the Governor 
of Reserve Bank is concerned,  I  think  he is    
under    clouds     today    after    these 
disclosures and therefore action  should be 
taken.    Finally,   the Prme Minister   has given 
the assurance. I am sure Shri Chavan 



209 Finance (No. 2) [5 AUGUST 19711 Bill, 1971 210 

is a serious man.   He is not going to treat 
them in a light manner.   He   will go into all 
these things and  that   is why  I  have stated 
facts which I believe to be true. I do 
personally hope that he will go into these 
questions and in the next session when we 
meet  government  will   come  out  with a 
statement as to where we  stand and   will 
take the House into  confidence and tell us 
with regard   to the  progress  of the pro-
secution and other steps that should follow 
the  investigation   of the   Directorate   of 
Enforcement.   Finally, I congratulate the 
officers of the Directorate of Enforcement, 
whom I do not know.  But they have done a 
good job.   They would have been easily 
purchased  by  Birlas.   But it does appear that 
there are some officers in the Ministry and in 
this particular Directorate who are not 
purchaseable and   who   pursued   the matter 
with   courage    and    patriotism. Such  
officers  should  be  rewarded by the 
Government, whoever they are.   But I do not 
know them.   It seems from the nature of the 
case that because of the co-operation and the 
sense of duty of these officers only we have 
come to know all these things. 

Now, Sir, 1 would appeal to the House: 
Do not treat this lightly. Devaluation may be 
four or five years old. But it has been treated 
in such a manner that it has been leaked out 
and it is a serious matter. One thing is clear, 
Sir. The connection between the Government 
and the big business has also been revealed. 
The monopolists may not be in the Cabinet. 
But they have their placements every where ; 
they have their placements in the financial 
institutions; they may have their placements 
even in the Cabinet, but I do not know ; and 
they have their placements in the various 
secretariats and so on. Therefore, Sir, the tie-
up between the monopolists on the one hand, 
the Birla families and others, and the 
Government apparatus on the other, one on 
this side and the other on the other side, is a 
serious menace to our national interests, 
directly hindering and jeopardizing  them all 
the time.   I do not know, 

Sir, what steps the Government is going to 
take in order to take away the Birlas and the 
monopoly interests from the apparatus of the 
Government. This is a serious matter and I 
do hope that the Government and the 
Congress Party and others will all co-operate 
to disengage the apparatus and the 
officialdom from their close liaison and 
connection with such families as the Birla 
families, otherwise everything will be 
sabotaged. 

THE VICECHAIRIAN (SHRI AKBAR 
ALI KHAN): Please conclude now. 

SHRI BHUPESH GUPTA : Sir, here is a 
case of loot and plunder ; here is a case of 
leakage of national secret or whatever it is. 
We are all opposed to devaluation. But, you 
see, Sir, how they all behave. Therefore, Sir, 
steps should be taken in this regard. 

Sir, I do hope that the Finance Minister, 
Shri Chavan, will take the necessary steps.   
Thank you. 

 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN): You will appreciate 
that there is no time. 
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THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : I hope you will co-
operate with me . .  . (Interruption's). 

SHRI MAN SINGH VARMA: Sir, you 
are not co-operating, You are not going 
according to the Rules. . .   . (Interruption*) 

THE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : All right. I will give 
you a chance at the third reading. 

 
SHRI BHUPESH GUPTA : Sir, why are 

you opening us to this charge ? If there were 
a monopoly, I would like to share monopoly 
concern. 

SHRI   A. G,   KULKARNI   (Mahara- 
shatra) :   Sir, ho   has also   got a   right to 
speak. 

SHRI CHITTA BASU (West Bengal) : 
Sir, Mr. Gowda is there. He is also there, 
Sir.   (Interruptions) 

DR. K. MATHEW KURIAN : Sir, Mr. 
Gowda should get   a chance.   . . . 

(Interruptions) 

I HE VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) : Please sit down, 
Mr. Chitta Basu. I have called him. We 
have to keep the dignity of the House. 

 

SHRI  U. K. LAKSHMANA GOWDA 
(Mysore): Sir, my name was also there. 

SHRI MAN SINGH VARMA :

For    nothing   he has

wasted the time of the hon.    House.
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I. MR. DKl'OTY CHAIRMAN  IN    Tilt CHAIR |
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SHRI U. K. LAKSHMANA GOWDA: 
Mr. Depuiy Chairmdh, Sir, I thank you very 
much for having given me time to speak, as 
usual, at the end of the debate. At the outset 
1 would like to commend the Finance 
Minister for having accepted and allowed 
certain reliefs within the Finance Bill from 
the time it was introduced and by the time it 
has come to our House. I would congratulate 
him for those. 

Looking al the economic situation <JI' the 
country, I cannot feel proud that we have 
made enough steady growth. Even though 
we see that overall economic growth rate 
has been maintained at 5.5 per cent, in 
crucial sectors it has slowed down. This has 
been, as has been, stated, due to the 
necessity having arisen to import more items 
resulting in loss of foreign exchange as it is 
well known that we have been compelled to 
import items like steel, oil, oilseeds,   etc. 
This   has actually   coiiie in 
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[Shri U. K. Lakshmana Gowda) the way 
of our overall growth and this is a matter 
which needs immediate attention. 

Then, 1 come to deficit financing. The 
overall   deficit,   which    has    resulted   in 
Rs. 230 crores at the time of presentation of   
the Budget,   is  expected  to   increase 
considerably when, as expected, Supple-
mentary Budget Demands are to be made 
particularly with regard to the increasing 
expenditure on our refugee problem. Sir, this 
will lead to inflation and price-rise. The 
most important factor to be considered is 
how this price-rise is to be checked. Certain 
suggestions have been made and there have 
been suggestions put forward for effective 
consumer resistance. This consumer 
resistance might be possible to a certain 
extent in urban areas and cities, but most of 
our people are living in the rural areas and 
villages over 70 per cent— and it is 
practically impossible to have any consumer 
resistance in such areas where the consumers 
are obliged to a few shop keepers or banias 
or the people who control the economy of 
these village. So, it is not possible to have 
any consumer resistance there and the 
matter, of urgent importance is to increase 
production and hold the price-line. 

Sir, shortfall in industrial raw materials 
has resulted in our further difficulties, And 
to add to this, the performance of the public 
sector undertakings is not encouraging. Our 
investment is considerable and the returns 
are falling below our expectations. There is 
another major problem with regard to the 
steel complex. Even before we have been 
able to make them break even, there are 
indications that the replacements are beint> 
thought of. This will be an additional 
burden. Our overall charge on the public 
sector undertakings has to be streamlined 
and we have to sec that we do not at least 
incur losses, even if we are not making any 
profits. 

Then, our foreign debt position is not 
very happy.  Our overall foreign debt   has 

gone up to nearly Rs. 7,000 crores. This is in 
addition to the foreign private capital 
investment which is more than Rs. 1,200 
crores. Sir, actually 40 per cent, of our 
export earnings in the previous years have 
gone for debt servicing alone and this is a 
major problem and this is another matter 
which is to be tackled and we have to 
increase our export and also import 
substitutions. We have to see to what extent 
we can increase our exports—both 
traditional and non-traditional, so that our 
foreign debt position is eased and we will be 
in a position to save on that. 

Another unhappy position is about the 
State debt to the Centre which is nearly Rs. 
6000 crores. Even according to the Finance 
Minister's speech, 14 states are still not out 
of overdraft which aggregates to Rs. 260 
crores. The difficulty with many of the 
States is that investments in slow-yielding 
items like irrigation and other projects have 
not been able to provide sufficient returns to 
cover the overdraft and this matter has also 
to be taken serious note of. 

Now I come to some of the provisions in the 
Finance Bill. I find 4 p M that there are duties 
on agricultural inputs and even though there 
were many representations both from within 
and outside the House the Finance Minister 
has not thought of reducing them. When we 
are thinking of green revolution and also 
encouraging mechanised farming, this 
introduction of heavier duty year after year 
on agricultural inputs is not going to help in 
the development of agriculture and I am 
afraid it might even retard the growth. Last 
year there was a levy on fertilisers which 
adversely affected agriculture and this year 
there is a levy of Customs Duty on 
agricultural tractors which is going to put up 
the prices of tractors by about Rs. 2500. As 
things stand today, with the smaller holdings 
that are coming in, I do not know how many 
farmers will be in a 
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position to own tractors. We are importing 
them and also we have licensed many 
factories to manufacture and in what way the 
agricuturists are going to get the finance for 
purchasing them 1 cannot understand. This 
will definitely affect our production of 
foodgrains and I would have liked that the 
Finance Minister had thought fit to remove 
or reduce the tax on agricultural tractors and 
also on the fertilisers on which tax was 
levied last year. 

1 come to Income-tax. 1 find that the 
Income-tax limit has been put up to Rs. 
5000 and with the other additional 
allowances amount of Rs. 1000 for trans-
port, etc. it comes to Rs. 6000; but it is not 
adequate. About 30 lakh assessees are there 
under this slab and about Rs. 13 crores only 
are collected from them. The collection 
charges are very high. 1 would strongly 
support those who are going for raising the 
limit to Rs. 7500. 

Then I come to the the simplification of 
the tax structure. One of the main difficulties 
found by some assessees has been the 
payment of advance tax. It is a very 
complicated system and it should be 
simplified. It is required that when advance 
tax is paid, self-assessment has to be made 
and the assessee is called upon to make the 
assessment on the basis of the previous year's 
assessment. It is not a question of not being 
able to pay. It is question of difficulty which 
arises there. The smaller assessees find it 
difficult and the penalty clause is very severe. 
I would request the Finance Minister to look 
into and see and simplify this method of 
payment of advance tax. So far as Wealth 
Tax is concerned, I would say one thing 
about marginal assessees. Up to a limit of Rs 
1 lakh for individuals and Rs. 2 lakhs for 
Hindu joint families the exemption limit is 
there. If the amount exceeds even by a few 
thousands over this minimum, the entire 
amount is taxed. That is very unfair. Just as 
in the case of Income-tax the exemption limit 
should be exempted from taxation. Now the 
Finance 

Minister has provided relief and said that the 
tax should not be more than 10 per cent of 
the amount exceeding the exemption limit. 
That will help the very marginal people. 

If a person has Rs. 1,10,000 wealth then 
he gets relief on that to that extent but if a 
person has wealth of more than Rs. 1,10,000 
then he has to pay for the entire amount. I 
will give a small example. Suppose a man 
has invested about Rs. 1,50,000 he will get a 
return of Rs. 7500. Out of that his income-
tax goes and if wealth-tax is calculated on 
that he will have to pay another Rs. 1500/-. I 
think this is very unfair and so far as the 
amount up to the limit is concerned no tax 
should be levied. I hope he will give 
consideration to this aspect. 

MR.  DEPUTY   CHAIRMAN :   Vou 
must conclude now. 

SHRI U. K. LAKSHMANA GOWDA: 
Just another point. So many speakers have 
made references to taxation of the 
agricultural sector. There seems to be a 
feeling here that because people have not 
been able to raise enough resources from 
urban taxation—everybody is saying both 
from this side and that side—if you tax the 
agricultural sector you could get sufficient 
resources but I am afraid if you actually try it 
out, it is not going to yield as much as is 
expected out of it. So far as agriculture is 
concerned, we must look at it from two 
points of view. One is the commercial crops 
and the other is agricultural crops. Actually 
commercial crops are already taxed by the 
States. For example, in the three southern 
States the taxation on coffee, tea and rubber 
is much higher than corporate taxation in the 
urban areas. 

SHRI KALYAN ROY   (West Bengal) : 
They should all be nationalised. 

SHRI U. K  LAKSHMANA GOWDA: 
1    You may nationalise them   technically, but 
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iliat is a separate question. Actually in 
Kerala the tax on foreign companies is 75 
per cent and on the Indian companies it is 65 
per cent whereas in the corporate sector the 
tax does not go beyond 55 per cent. Nobody 
looks into these things. In certain States like 
Kerala even pure agriculture is already 
taxed. 

MR.   DEPUTY   CHAIRMAN :   You 
must conclude now. 

SHRI U. K. LAKSHMANA GOWDA: 
Sir, you must give me one minute. So far as 
other States are concerned with the institution 
of ceiling laws and with the ceilings going to 
be reduced what will be available from the 
agriculturists I cannot really say. As things 
stand the ceiling imposed on agriculturists 
has been on the basis of Rs. 3600 net annual 
income whereas in the urban sector 
everybody is prepared to say that the ceiling 
on urban-property should be Rs.10 lakhs or 
Rs. 15 lakhs. This itself is grossly unfair and 
in addition everybody seems to think that if 
you divert your taxation to agriculture more 
money will become available. I am sure they 
will all be disappointed in this regard. 

iVfR.   DEPUTY   CHAIRMAN:    That 
will do now.   The Finance Minister. 

SHRI       Y.     B.     CHAVAN   :      Mr. 
Deputy     Chairman   Sir,    this     Finance 
Bill as I said  in  my   introductory speech, 
has   been     before  the country    for   the 
last nearly 9 weeks and all aspects   of  the 
Finance  Bill   have   been   debated in both 
Houses continuously in one  form   or   the 
other  and   outside the Houses also in the 
press and on the platform and whatever has to 
be said on both sides has   already   been said.   
I   have also said all about it earlier but even 
then it is necessary that  1  should again put 
forward the  Government's point of view in 
regard to some of the criticisms that have 
been levelled against the   proposals 
contained in the    Finance Bill.   T do 

tint propose to go into each and every 
individual point that has been made because 
that is physically not possible and really 
speaking not necessary. Most of the points 
that the hon. Members have been making 
were rather of a political nature, not directly 
concerned with the Finance Bill. I will 
therefore certainly confine myself to certain 
major aspects of the criticism levelled 
against the Finance Bill. 

The important point that some   Members 
made was about the prices. 

It is a very valid point and   it   has been 
consistently raised during the discussions on the   
budget.   I   have   dealt with this  in  the other 
House and I am touching   the   same point here, 
because it    is   a   very   valid   point.   Normally 
during this part of the year   which   is the lean 
season there is generally upward pressure on 
prices.   Because the general elections were held 
early this year,   the impact of the   Budget and 
the pressure of   the    lean    season   have    
coincided. Therefore, I find that the effect of the 
lean season is felt or reflected in a little more 
severe manner on prices.   But there is no doubt 
that there is a rise which is certainly a disquieting 
feature   which 1  do not  want to   conceal   or   
hide or merely   explain   away.   This is a point 
which Government have   taken note   of. 
Government is considering what practical steps   
can   be   taken   to    see   that the prices are kept   
tinder control.   There is some sort of irrational 
trend in prices in the country, which some  
Members have pointed   out.   I   can   understand   
and 1 can take responsibility for the   rise   in -
the price of petrol or cigarettes, but I find a rise 
in price even  in respect of those commodities 
which have not been subjected to  taxation. 
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I am not making a debating point, but I 
am trying to give certain reasons for it. 

SHRI BHUPESH GUPTA:   We   have 
not made any debating   point. 

SHRI Y.   B.   CHAVAN :   I am   not taking 
it in the spirit  of a  debatii g point. I am 
t ry ing  to see how   this question   can be 
tackled. It is a  serious question. Il is  a 
national  problem  and  a  problem   which 
will have to be dealt with   determination by 
the Government and with the co-operation of 
Members, panics and the people as a whole.   
This question has  become  very sinister  
because of a certain peculiar situation that is 
prevailing in the country today. For example,  
there   is this  problem of refugees  from   
Bangla   Desh   and ils repercussions    on     
the   social,   political   and economic 
conditions  in  the country. So, the question  
of prices becomes still more important. 
Therefore,    I am treating it as national 
problem and we have to solve it. I do not  
want to go into  the  details of all   the   
monetary   or   fiscal steps that we have taken 
so far nor what were the basic reasons for the 
risein trend of prices in the course of the last 
few months.   There have been short falls in  
respect of industrial raw materials   and  other 
things. I do not want to go  into  that. We 
have many times discussed it. What we 
should take care to see, first  of all,  i-,   that 
at   least the  prices  of essential  commodities,   
which    go       into the consumption of the 
common   man, do nol rise. We will have to 
see  that they are kept  under control. There  
is one relieving feature. Though  there is  a   
rise in prices, though there   is an overall rise 
in the general  price index,  as  far  as 
foodgrains  are concerned,   as far as cereals 
are concerned, there  is a    decline  in  prices. 
That   shows how we can   deal   with   the   
problem   of 

prices. As we all know—this is not just a 
[matter of luck-it is becau.se of certain 
[strategy that we employed In the last few 
years that we arc in this position. As a result 
of it we are in a very fortunate position. The 
foodgrain stock is nearly 8.5 million tonnes. 
It is something which gives us confidence. 
Whenever we wanted to attack the problem 
of prices, we were always told and the theory 
was that because the foodgrain prices were 
rising the general prices were rising. Now 
that theory is not valid any longer. We see 
here today that the prices of foodgrains, 
particularly wheat are declining, but at the 
same time there is a general rise in prices. One 
th ing  is certain. If we try to lay emphasis on 
the production of commodities which are in 
demand and if we succeed in that, the 
problem of prices can  be tackled. 

Of course, I have mentioned'that in the 
caso of some of the other commodities there 
is irrational rise in prices some people would 
like to call it as sympathetic rise in prices, I 
would not like to call it as 'sympathetic'—it 
is rather a very unsocial rise in prices and 
certainly, it is a criminal sort of act. We have 
taken steps to chec k this itt case of certain 
commodities by means of physical control 
and price control also e. g. statutory control 
was introduced in the case of certain 
medicinal drugs, etc. There is also informal 
price control in the case of certain oilier 
commodities. But I find that in some other 
commodities there is a very very irrational 
price rise. Now, I find that Mr. Babubhai 
Chinai himself made a cri:icism that even in 
the case of those commodities on which the 
levies were withdrawn as a result of the 
Government's policy and in response to the 
demand of the Members, the rise in prices 
still persists. It is nothing but—I should say—
a criminal attitude, a profiteering attitude, 
anti-social attitude which is responsible for 
this sort of rise in prices. And what do we do 
for that ? Certainly Government should act . 
. . 
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SHRI BHUPESH GUPTA :   Physical 
control, as you say. 

SHRI Y. B. CHAVAN : I tell you of my 
experience. Merely having statutory control 
also is not a very happy thing. I have 
suggested that there should be a sort of 
consumers' organisation, consumers' 
movement. Shri Ooray while participating in 
the debate had criticised that I was think'ng 
of some Naxalite sort of movement by the 
consumer. That is not my idea. I am not 
thinking of having gheraos. But certainly if 
we have an organisation of consumers 
whether it be city by city, or town by town, 
or village by village, if they are conscious 
about the prices and if the dealers once know 
that the people are aware of it, this sort of an 
anti-social attitude, ft criminal attitude, of the 
wholesalers and even the retailers can to a 
certain extent be controlled. 

SHRI BHUPESH GUPTA : At the pro-
duction level. 

SHRI Y. B. CHAVAN : I agree, it should 
be done at the production level as well. We 
can and we should take care of it, and I am 
going to look into it because I have 
discussed this aspect with the senior officers 
as to what steps we can take in this matter; 
we will certainly do what we can about it. 
This is as far as the prices ure concerned. 

THE LEADER OF THE OPPOSITION 
(SHRI   M.   S.   GURUPADASWAMY)  : 
May I ask you how you propose to proceed 
in regard to the consumers' resistance 
movement ? Have you thought about it ? 

SHRI Y. B. CHAVAN : If you  merely think 
in terms of starting consumer cooperative 
stores, unfortunately,  I have  found that this 
movement has not succeeded so ar.   I have 
got some experience about the 

consumer movement myself, not now, in the 
last ten years, but in the movement in which 
1 participated. I have found, in the case of 
the consumer cooperative movement that if 
there is a possibility of having a monopoly of 
distribution, it succeeds. I remember, 1 was 
Supply Minister in Bombay State in the early 
50s, andj there was a control on cloth and the 
consumers' cooperatives had a monopoly of 
distribution of cloth. And we had a series of 
consumer stores in the State of Bombay. And 
we found out, in the course of a few yeats, 
we had accumulated a reserve of many lakhs, 
I should say, more than a few crores. And in 
1953, we withdrew the control on 
distribution of cloth, and within six months' 
period, I had the misfortune of presiding over 
the liquidation of the consumers' societies in 
the State as a whole. That is what the fact is. 
Possibly Mr. Manubhai Shah may remember. 
Then his part of the country was not part of 
Bombay State, but a large part of Gujarat 
was a part of Bombay. 

SHRI BHUPESH GUPTA : Your 
experience is not always happy. 

SHRI Y. B. CHAVAN : Possibly, there 
might be some sort of useful thing also.   Do 
not try to say that. 

My point is, I am not talking merely of 
consumers' stores,  etc. 

SHRI M. S. GURUPADASWAMY : I 
want to know whether you have got any 
new idea about organising consumer 
resistance. 

SHRI Y. B. CHAVAN : Well, I do not 
think I have got any very original idea. I am 
talking about the consumer movement. I am 
not thinking of starting something about. . . . 

SHRI MANUBHAI SHAH 
(Gujarat) : Resistance by consumers. 
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SHRI Y. B. CHAVAN : If you have got 
any ideas. . . . 

SHRI M. S. GURUPADASWAMY : It 
is a good idea. I welcome this idea. That is 
why I want to know whether the 
Government is thinking of formulating 
certain things about organising consumer 
resistance in the country. It is a good 
concept. 

SHRI Y. B. CHAVAN: I am giving out 
my idea so that our good friends like Mr. 
Gurupadaswamy can help me to formulate 
certain more ideas. I do not want to make it 
an official movement. This is not my idea. 
Really speaking, I am only suggesting one 
of the ways. 

SHRI BHUPESH GUPTA : The trouble 
is not at the production level. The trouble 
starts when distribution starts, after the 
th ings  are produced. Therefore, how about 
physical control at the production level ? 
That means some of the things should be 
nationalised. 

SHRI Y. B. CHAVAN : I quite agree 
with you. But in certain cases—I will give 
you a specific case—take Lifebuoy for 
example we have experienced practical 
difficulties. Lifebuoy is a common man's 
soap which is used by a large number of 
people. The producers agreed to absorb the 
rise in the prices. They announced it. They, I 
must say, honestly announced it. I had 
discussed the question with the Chairman of 
the company himself. I say that as far as they 
were concerned, they were certainly very 
genuine about it. We found that it was at the 
retailer's level ultimately and in between the 
middle stages that the whole trouble starts. 
Therefore, I thought that I should publicly 
share my views here. I can assure the House 
that we will continuously keep this question 
of  prices   under review, and 

wherever necessary we can think of even 
physical controls on distribution of ver> 
essential commodities like cloth or kerosene 
and other things.   We will keep it in mind. 

The coming weeks and months are a 
very important period which we will have to 
watch closely. 

Then the other question was about 
development rebate. Certain Members have 
made criticism about the withdrawal of 
development rebate, particularly Mr. 
Babubhai Chinai and the hon'bli- Mr. M. K. 
Mohta, who are the spokesmen of those 
people who do not like the idea. When I say 
that we are withdrawing the development 
rebate it does not mean that we are against 
development as such. Really speaking, we 
want development of industries to go on 
continuously uninterruptedly in this country, 
and we would always like to formulate our 
policies so that development goes on 
continuously because it is on the economic 
development. . . . 

DR. K.  MATHEW   KURIAN   :    On 
monopoly. 

SHRI Y. B. CHAVAN : That is where 
you have not understood either your own-
self or myself. 

DR. K. MATHEW KURIAN : Despite 
your statement, your professed intentions, 
the facts speak differently. 

SHRI Y. B. CHAVAN : 1 have heard 
your lecture. Why do you not listen to my 
arguments now ? Let me tell you what was 
the basic idea behind development rebate. 
Let us try to see why the development rebate 
was allowed. 

Sir, development rebate was required in 
the case of industries   which   were highly 
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[Shri Y. B. Chavan] capitalised industries, 
which had a longer gestation period and 
which required to be consolidated for some 
time. Tlvs type of industries requires 
development rebate. Development rebate is in 
existence for the last 17 years. Even now 
three years' notice is given, but development 
rebate does not get withdrawn immediately 
after three years. There are three more years 
for the development rebate, and 1 think the 
arrangement of its working is such that 
certain industries will be getting development 
rebate even after three years for some more 
time. We want the rebate to go now. It is a 
sort of creche which is given to a person who 
cannot walk straight. ]f he wants to use it all 
the time, as I said in the other House, for the 
whole life, it will not be giving him assistance 
or incentive to grow. It will be, really 
speaking, giving him incentive for becoming 
invalid. I do not propose to do that. 

1 have come to the conclusion that the 
idea of development rebate has fulfilled its 
role and it is high time that wc tried to think 
in other terms. That does not mean that we 
do not want to consider selective ideas of 
giving development rebate for the growth of 
industries in the backward areas. Even now 
there are a large number of concessions that 
we are giving for the growth of industries in 
the backward areas. For example : 

(1) Giant of subsidy equal to one-tenth 
of the total capital, cost, not exceeding Rs. 
50 lakhs, to new industrial units set up in 
the backward areas comprising two 
selected d istricts in each of the nine 
States of Andhra Pradesh, Assam, Bihar, 
Jammu and Kakshmir, Madhya Pradesh, 
Nagaland, Orissa, Rajasthan and Uttar 
Pradesh, and one district each of the other 
States and Union Territories. A tentative 
allocation of Rs. 5 crores has also been 
made for the Fourth Plan period for the 
purpose of this subsidy by the Central 

Government. There are about 8 to 10 
items. I do not want to take up the time 
of the hon. House. I will just cite a few 
concessions to illustrate. There   ;s also 
— 

(2)D ; rec t  assistance on softer terms by 
the Industrial Development Bank of » 
India to small and medium projects in 
under-developed areas in the form of lower 
rate of interest on industrial loans. 

(3) Exemption from payment of 
interest for the first three to five years. 

(4) Larger grace period for the repay 
ment of principal than the normal 
period of   three   years. 

(5) Subscribing relatively heavily to 
the risk capital of the projects in 
the   backward areas. 

(6) Allowing the assisted concern to 
transfer dividends accruing to 1DBI in 
the first 8 to 10 years to a special 
reserve fund for use by  the company. 

(7) Bearing the cost of consultancy 
service to prepare feasibility reports 
subject to reimbursement at a later 
period. 

(8) Concessional rate of refinance to 
the lending institutions. 

(9) Extension of the period of refin-
ance on merits from 7 to 10 years in the 
case of banks and from 10 to 25 years in   
the case of  SFCs. 

(10) 100 per cent refinance for ail eligi 
ble loans up to Rs. 20 lakhs to small 
and medium- sized industries. 

So, Sir, all these incentives and con-
cessions are meant for development. What 
more has to be done ? We are prepared to 
give further thought to the idea   of giving 
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incentives for development of labour-inten-
sive industries or employment oriented 
industries because our major problem to-day 
along with growth is unemployment. Of 
course, I want the growth of sophisticated 
industries. We want new types of industries, 
heavy industries. I am not against it. But at 
the same time, our major problem is the 
unemployment problem and if we can give 
some incentive to employment-oriented 
industries, we can t h i n k  about it. 

The development rebate is ;{being with-
drawn for basically three reason^. First, the 
development rebate contains a built-in bias in 
favour of the established concerns vis-a-vis 
the new industrial undertakings. Really 
speaking, this is one of the incentives for the 
growth of monopoly, I should say. This was 
one of the reasons why we had to reconsider 
this question. Secondly, I find that the 
development rebate is an incentive for the 
growth of capital intensive industries and not 
employment or labour-intensive industries. 
Thirdly, the cost tojthe exchequerj of the 
fiscal incentive is also becoming} almost 
prohibitive. The cost to the exchequer of the 
development rebate was naturally small in 
the earlier years of its introduction. But   as 
the tempo  of industrial 
development increased, its cost   also '   cut 

m 
on rising. A recent study   shows that the 
estimated cost of development rebate was 
as high as Rs.  70 crores  during the   year 
1970-71 and that it is  likely   to   rise   still 
higher and reach about Rs.   85  crores  in 1 

the year 1973-74.   So,   it   was   high   tirre 
that we reconsidered  the entire  question. 
I think this is a  right decision taken in 
right time. 

SHRI BHUPESH GUPTA : Why are you 
so apologetic about it ? Only Mr. Babubhai 
Chinai is for it. 

SHRIY. B.   CHAVAN   :   Even    then 
they are hon. Members  of this  House.   I 

am not worried about it.  But.   I   thought 
that I should also try to educate  them. 

The other point that was raised was about 
the priority industries. Some Members have 
asked : Why is it that the concessions given 
to the priority industries have been 
withdrawn ? The reasons are the same as for 
the withdrawal of the development rebate. 
Certain priority industries were given 
exemptions. 

For what ? Because of their capital 
intensive 'nature, because of their long 
gestation period, because they required 
certain protection in the early years. Well, 
when these early years are over, when they 
reach a stage of profitability, when they can 
stand on their own, how long should they be 
given a sort of protective cover ? In the bill 
industries manufacturing aluminium motor 
trucks, buses, cement and iefractories, soda 
ash, petrochemicals and automobile 
ancillaries, are being excluded from the list 
of priority industries for the purpose of the 
special deduction of 5 per cent of the profits 
in computing the taxable income of a domes-
tic company. These six industries are strip-
ped of the priority status on tho consideration 
that companies engaged in these industries 
have already attained an adequate level of 
profitability and do not, therefore, stand any 
longer in need of the special incentive of a 
concessional rate of tax on their profits. I 
think this is a very well justified thing. 

Now,    coming  back    to    the   general 
question of the retrospective   effect to the 
withdrawal of exemption o J wealth-tax, I am 
talking of the criticism of  some  of  those 
people who feel as if I  am   doing  some sort   
of injustice by  giving   retrospective effect. 
In essence   it   is  not   retrospective effect. 
As a matter of fact, in   assessments made 
over the  past  several   years,   since 1962, 
jewellery has not   been   allowed   an 
exemption from  wealth-tax. It  was only 
because of certain decisions of the Supreme 
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LShri Y. B. Chavan] Court that this 
situation has arisen. We have certainly tried 
to put the position back where it was. There 
is nothing new. And some people have 
nmde a grievance that possibly it will 
increase the work of the Income-Tfix 
Department, the Taxation Department, that 
it will have to re-open many cases. Even if 
we do not make it retrospective, we will be 
required to reopen many cases. So it is much 
belter to re-open the cases so that we may 
not be required to refund the amounts which 
are already collected. So there is no 
justifiable grievance in this matter as far as 
retrospective effect is  concerned. 

Now coming back to the other question of 
black money, I quite agree that it is a very 
serious matter, and 1 have already mentioned 
my views and the Government's attitude in 
this matter. It is a very serious problem. But 
I was rather surprised to hear the argument 
about black money by Mr. Mohta. He has 
given a very simplistic kind of solution for 
doing away with black money. He said—and 
it is quite in keeping with his political 
philosophy and economic ideology, I am not 
surprised about it—black money is created 
through controls, so remove the controls and 
you find an automatic solution to the 
problem of black money; more taxes, more 
black money once you remove the taxes and 
controls, the black money is out. 
(Interruption) We have taken certain steps. 
Whatever steps we have taken are not 
enough. But we are quite conscious of this 
problem and we have taken many steps. As I 
said, a Bill is being introduced in the current 
Session for Parliament to take power to 
acquire property at the price quoted in the 
sale deed as also to strengthen the valuation 
machinery. Certain steps are also being taken 
to put down benami transactions. An 
amendment to the Foreign Fxehnnge 
Regulations Act is also under consideration. 
I hope to bring the Bill in the next Session.  
The   report of the 

Committee on Overinvoicing and Under-
invoicing has also made its recommen-
dations . . . 

SHRI BHUPESH GUPTA: What about 
my things '.' 

SHRI Y. B. CHAVAN: For overinvoic 
ing and underinvoicing there was a 
committee appointed and they have made 
certain recommendations which we would 
like to incorporate  in a  new........  

MR. DEPUTY CHAIRMAN : Mr. 
Bhuptsh Gupta has asked about his own 
case ; whether it is about overinvoicing or 
underinvoicing . . . 

SHRI BHUPESH GUPTA : My case is 
neither underinvoicing nor overinvoicing, 
but voicing something about the Birlas. 

SHRI Y. B. CHAVAN: You have 
already put forth your points and views on 
it. You mentioned the    matter   in the 
morning also. 

SHRI BHUPESH  GUPTA : In detail.  

SHRI V. B. CHAVAN : It is a fact you 
have given the details. The Prime Minister 
has given the assurance and I do not think 
you need any more assurance. 

SHRI BHUPESH GUPTA . I asked 
about the Custodian of the Commercial 
Bank. 

SHRI Y. B. CHAVAN : That is part of 
it. I do not want to go into the details of the 
matter just now. As I ha\e said in my Budget 
Speech, the Government has accepted in 
principle that in the ultimate analysis the 
basis of taxation will have to be the income, 
whether it is derived from agricultural 
source or from non-agricultural  source . 

Here I must make one point on which 
Shri Goray spoke yesterday. He  said  that 
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we have deliberately not touched rich 
peasants. I have explained the reasons. We 
agree in principle that as far as income is 
concerned, there should be no distinction 
between agricultural income and non-
agricultural income. But to bring agricul-
tural income under taxation, there are certain 
Constitutional difficulties and instead of 
trying to see very clear reasons and clear 
logic, he tried to characterise our Party as a 
Party of rich peasants. I think some other 
hon. Members gave him very effective 
answer. The hon. Member who spoke last, I 
think, belongs to PSP . . . 

SHRI U. K. LAKSHMANA GOWDA: I 
gave the facts, both to you and Mr. Goray. 

SHRIY. B. CHAVAN: You better talk 
with your leader. The only tax I could levy 
on agriculturists is a tax on tractor. Really 
speaking, tractor is a thing which can be 
made use of by the medium agriculturists. 
They can afford to pay tax on it. Even then . 
. . 

SHRI U. K. LAKSHMANA GOWDA: 
There is one point. It is a question of 
owning it. We must know that even a 
smaller agriculturist rents out tractors . . . 

SHRI Y. B. CHAVAN : I know that. 
You are supporting my argument, not 
opposing it. Within a few months of the use 
of the tractor, by renting it, you make a 
profit out of the tractor. This is the reason 
why I say he can   afford to pay. 

You come from a rural area and I also 
come from rural area. Our experiences are 
common. 

On the question of tax evasion, a 
Committee is being set up because this is 
one of the reasons for having black money. 
We want to tackle it effectively. 

As far as arrears of income-lax are 
concerned, this is a  very important point 

to which I am applying my mind very 
carefully. 1 know it is a very complex and 
very chronic and old problem. Large 
amounts of arrears are, really speaking, 
those which are the subject-matter of 
judicial proceedings either in the Tribunals, 
High Courts or Supreme Court. With regard 
to these cases, it is very difficult for me to 
say that our effort will make an impact on 
them. But in those cases which are not 
subject-matters of judicial proceedings, we 
have decided to make a very decisive impact 
on them. I have had series of discussions 
with the officers to take steps and to 
streamline administrative machinery for 
collection of taxes. I have with me a long list 
of steps we have taken about this matter. I 
can mention a few :— 

(1) Requirement of a tax clearance 
certificate before a document for sale of 
property in excess of Rs. 50,000 can be 
registered. 

(2) Introduction of a self-contained 
recovery code in the Income-Tax Act. 

(3) Reduction of time limit for com-
pletion of income-tax assessment from 4 
years to 2 years. 

(4) Change in the procedure of assess 
ment from 1st April 1971. Under the new 
procedures, regular assessments can be 
made in summary manner. 

(5) It is also proposed to streamline 
the administrative machinery further. 
The Finance Bill contemplates appoint 
ment of five Tax Recovery Commission 
ers who apart from supervising the tax 
recovery work, will hear appeals from the 
orders of Tax Recovery Officers, which 
have hitherto been going to the district 
authorities. 

(6) Government have appointed a high 
power committee, of experts, namely the 
Wanchoe   Committee, to  examine, 
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[Shri Y. IS. Chavan] 
apart from other matters, the problem of 
arrears of tax and to recommend concrete 
and effective measures for reducing 
them. 

I think, besides that, we will also from 
time to time review the performance of the 
tax collection machinery and see how we 
can further make an impact on the arrears of 
tax. If we make an impact on the arrears, I 
think it will help us to meet the general 
economic difficulties that we are facing this 
year. 

Some hon. Members have mentioned 
about the incidence of wealth tax in the 
lower slabs. 

Well, Sir, when we have reduced the 
exemption limit, it has certainly affected 
people in the lower slabs. I do not think that 
it has not. But I do not think that it is as 
harsh as some hon. Members have made it 
out. 

Sir, under the Bill, it is proposed to 
charge Wealth Tax on the whole of the net 
wealth without any exempt slab, as hitherto, 
in all cases where the net wealth exceeds the 
exemption limit of Rs. I lakh in the case of 
an individual or Rs. 2 lakhs in the case oT a 
Hindu Undivided Family. This means that in 
the case of an individual, there will be an 
increase of Rs. 1,000/-, that is, l%ofRs. 1 
lakh in the Wealth Tax payable, whatever be 
the quantum of the net wealth. At lower 
levelsof net wealth, the Wealth Tax payable 
being already comparatively lower than at 
higher levels, the amemttf of the increase of 
Rs. 1,000 works out to a much larger 
proportion of the existing tax liability than at 
higher levelsof net wealth. This does not 
mean that the progressiveness of the rate 
schedule is impaired. This is because the rate 
of Wealth Tax on successive slab of net 
wealth steadily increases from 1% in the 
initial slab up to Rs. 5 lakhs to 2% and 3%. 
In the next two slabs of Rs. 5 lakhs each and 
to  a  maximum  rate  of   8%   on  the 

net wealth over Rs. 15 lakhs. Hence, the 
apparent regressiveness in the increase in the 
incidence of Wealth Tax due to the proposed 
change does not detract from the 
progressiveness of the rate schedule. 

Apart from this, Sir, it has also to be kept 
in view that the net wealth is computed after 
excluding wealth which is specifically 
exempted from tax, namely, investments in 
specified financial assets of 1.5 lakhs, etc. 
Therefore, I am not prepared to accept the 
point that it is so very severe as that. 

Sir, Mr. Mohta has made an argument 
about the levy of Income-tax on registered 
firms. I think possibly I have to argue with 
him privately and I do not want to take the 
time of the House. What is the exact 
advantage of having a regisiered firm and an 
unregistered firm, he knows it. He knows 
the advantages of regisfration and what the 
advantages of a registered firm is. So, there 
is nothing inequitable in having the present 
structure of tax as far as the unregistered 
firms and registered firms are concerned. 1 
do not want to go into the details of it, Sir. 

Mr. Manubhai Shah has made certain 
suggestions about the exemptions for the 
small-scale industries as such. Sir, I would 
say that the small-scale industries are orga-
nised as companies. 

SHRI MANUBHAI SHAH : They are 
partnership firms or proprietorship firms. 

SHRI Y. B. CHAVAN : I know it. As far 
as the corporate sector is concerned, it is 
given advantages. But, as far as the non-
corporate sector is concerned . . . 

SHRI MANUBHAI SHAH : 50% of the 
firms are proprietorship   firms 

SHRI Y. B. CHAVAN : Well, that is 
certainly one tiling which one can go 
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into. I just wanted to explain that even in the case 
erf small-sector u n i t s ,  where there art- 
companies, they arc exempted. That is the point. 
About the point yon have made one will fiave to 
Qnd out the implications 

SHRI MANUBHAI SHAH : Ccr-tainly, 

SHRI Y. B. CHAVAN : But I will have ii 
looked into, because our general approach is that, 
we want to create a new class of small 
entrepreneurs and we will certainly create 
conditions and potentialities of employment. 
Therefore, this is matter which requires 
consideration and I will certainly have it looked 
into. 

SHRI AKBAR ALI KHAN (Andhra Pradesh) 
: Even the technocrats can be the 
entrepreneurs also. 

SHRI Y. B. CHAVAN : I hope the 
technocrats will become the entrepreneurs. 
Unfortunately they have become merely 
thejobseekers. That is the difficulty. Of course, 
there is a new desire among them which I 
appreciate, because. Sir, I had recently an 
occasion to go and see some new class of small 
engineering groups. 

AN HON. MEMBER : You must encourage 
them. 

SHRI    Y. Ii. CHAVAN   :   I   know   a new 
class of people is   coming   up  and   it will be our 
responsibility to encourage them. I quite see that 
po in t .    I   am not   go ing   to take any rigid 
position. 

So, Sir. as far as the Finance Hill is concerned, 
I t h i n k  the major aspects of it I have tried to deal 
with. I n d i v i d u a l  amendments arc there and 
whenever they come up,   I will speak a sentence 
or two. 

SHRI    BHUPESH   GUPTA   :    Whal 
about  the  suggestion   I  made   about   the Bank 
? 

SHRI  Y.  Ii. CHAVAN  ;  I said I t a k e n  
note of  it. 

SHRI Hill PUSH GUPTA : Mr. Chavan, you 
have truly taken note of it. But what happens 
after all these disclosures today V 

MIRI y. B.   CHAVAN : 1   have that 1 have 
t a k e n  note of it. It   means you need QO-1 e\peci 
me to give a def in i te  answer just    nun.   I  will   
look   into   it.    When   a 
Member ofyoui s ta ture has said something 
and when 1   say that I have  taken  note of it. it 
means a lot of th ings .  

MR. DEPUTY CHAIRMAN : The question 
is : 

•'That the Hill to give effect to the financial 
proposals o( the Central Government for the 
financial year 1971-72 am! to provide for the 
levy of foreign travel tax, as passed by the Lok 
Sabha, be taken in to consideration." 

The motion was adopted. 

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

Clause 2 (Definitions) 

SHRI M. K. MOHTA : 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. 1971, as 
passed by the Lok Sabha, namely :— 

'That on page 3, line 7. for the word 
'mining'the words 'the operation of cold 
storage plant or plants or in mining' be 
substituted.'" 

The question was proposed. 

SHRI M. K. MOHTA  :   My    amendment 
No.  1 is regarding  the  definition   of 
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"industrial company". There is an anomaly 
in the Income tax Act. In view of the present 
definition of "industrial company", a 
company engaged fa the operation of cold 
storage plant is not treated as 'industrial 
company", whereas for the purposes of 
section 80 (j) a new industrial undertaking 
and an undertaking which has installed a 
cold storage plant is treated as industrial 
undertaking. One part of the Income-tax Act 
says that cold storage is an industrial 
undertaking and another part of the same Act 
does not say so. So in order to remove this 
anomaly my amendment says that it should 
definitely be treated that cold storage is also 
an industrial undertaking, 

SHRI Y. B. CHAVAN : Sir, the revenue 
implications are very considerable. 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, 1971, as passed by the Lok Sabha, 
name ly :— 

'That on page 3, line 7. for the word 
'mining' the words 'the operation of cold 
storage plant or plants or in mining' be 
substituted.'" 

The motion was negatived. 

MR. DEPUTY CHAIRMAN The ques-
tion is. 

"That clause 2 stand part of the Bill." 

The motion was adoped. 

Clause 2 was added to the Bill. Clauses 3 

to 5 were added to the Bill. 

Clause 6 (Amendment  of section 13) 

SHRI M. K. MOHTA : Sir, I move : 

3. "That the Rajya Sabha recommends to 
the Lok Sabha that the following amendment 
be made in the Finance (No. 2) Bill, 1971, as 
passed by the Lok Sabha, namely : 

'That at page 6, for clause 6, the foll-
owing clause be substituted, namely :— 

'6. In section   13 of the Income-tax 
Act, for clause  (h) of   suh-section (2) 
the following clause  shall be subst i -
tuted,namely :- 

(h) if any funds of the trust or in-
stitution are invested after 28th day 
of February, 1970, in any concern in 
which any person referred to in sub-
section (3) has a substantial 
interest." 

The question was proposed. 

SHRI M. K. MOHTA : Sir, this 
amendment is regarding the investment of 
funds of charitable trusts. 

The Finance Bill, 1970, provided certain 
restrictions on the investment of funds of 
religious and charitable trusts in concerns in 
which the author of the trust or founder of 
the institution, etc. may have substantial 
interest. Section 13(2)(h) of the Income-tax 
Act, introduced for this purpose provided 
that such prohibition would apply even to 
existing investments of the trust. The trusts, 
therefore, required to change their 
investments by 31st December, 1970. 
Failure to comply with the requirement will 
expose the trusts to heavy tax burden. 

It was represented that the restriction 
should apply only to fresh investments. In 
any case, the same should not apply to 
investments which have been received by 
the trusts originally or subsequently in kind. 
These have been brought to the notice of the 
hon. Finance Minister. Hence my 
amendment. 
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SHRI Y. B. CHAVAN : My first argu-
ment is that it is outside the scope of the 
provision of clause 6. My second point is 
that, if it comes into being, it will detract 
from the effectiveness of the existing pro-
vision and enable wealthy persons to utilize 
the trusts already created by them in the past 
or which may be created in future to retain 
control over a business in which they have 
substantial interest, and that, really speaking, 
defeats the very purpose for which the 
provision was made last year. Therefore,  I 
cannot accept it. 

MR. DEPUTY CHAIRMAN : The 
question is : 

3. "That the Rajya Sabha recommends 
to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill. 1971, as passed by the Lok Sabha, 
namely :— 

That at page 6, for clause 6, the follo-
wing clause be substituted, namely :- 

6. In section 13 of the Income-tax 
Act, for clause (h) of sub-section (2) 
the following clause shall be substi-
tuted, namely :— 

(h) if any funds of the trun or in-
stitution are invested after 28th day of 
February, 1970, in any concern in 
which any person referred to in sub-
section (3) has a substantial interest'." 

The motion was negatived. 

MR.   DEPUTY   CHAIRMAN :   The 
question is : 

"That clause 6 stand part of the Bill." 

The motion was adopted. 

Clause 6 was added to the Bill. 

Clause 7 (Amendment of Section JO) SHRI 

M. K. MOHTA : Sir, I move : 

6. -'That the Rajya Sabha recom 
mends to the Lok Sabha that the follo 
wing amendment be made in the Finance 
(No. 2) Bill, 1971. as passed by the Lok 
Sabha, namely :— 

'That at page 6, for clause 7, the follo-
wing clause be substituted., namely : 

7. In section   16   of   the   Income-tax 
Act,— 

(A) To clause (ii) the following Ex 
planation shall be added with effect 
from 1st April, 1972, namely :— 

"Explanation: It shall not apply to 
the Ministers and Deputy Ministers 
of the Government of India. 

(B) In clause (iv), with effect from 
the 1st day of April, 1972 :— 

(a) In sub-clause (b), for thu 
entry "Rs. 60", the entry "Rs. 75" 
shall be substituted; 

(b) in sub-clause (c) for the entry. 
"Rs. 35" the entry "Rs. 50" shall 
be substituted. 

That the Rajya Sabha recommends to the 
Lok Sabha that the following amendment be 
made in the Finance (No. 2) Bill, 1971, as 
passed by the Lok Sabha, namely :— 

That at   page   6,  after   line 11, the 
following be inserted, namely:— 

'(a) in sub-clause (a) for the entry 
"Rs. 200", the entry "Rs. 750" shall be 
substituted'". 

SHRI JAGDISH PRASAD MATHUR: 
Sir, I move: 

8. "That the Rajya Sabha recommends t the   
Lok Sabha   that   the following amend- 
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merits be made in the Finance (No. 2) Bill 
1971, as passed by ihe L<>k Sabha, namely:— 

That at page 6,— 

(i) in line 12, for the word aiul 
figures "Rs. 75" the wore! and figures 
"Rs. 100" be subst i tuted.  

(ii) in line 14 for the word and 
figures "Rs. 50" the word and figures 
"'Rs. 75" be substituted"." 

The questions Were proposed. 

SHRI VI. K. MOHTA: Sir, my amend-
ment is in respect of allowable deductions 
from salaried employees in respect of 
entertainment allowance. The intention of 
the Act is regarding the salaried employees 
of business concerns, and not employees like 
Ministers and Deputy Ministers of the 
Government which do not need any 
dedcutions in respect of any entertainment 
allowance. 

In order to clarify the position, the 
amendment has been tabled. 

 

 
SHRI Y. ft. CHAVAN: Sir, 1 cannot 

accept the amendments because amendment 
No. 6, really speaking, is outside the scope 
of Bill. Salaries and allowances of Ministers 
and others Hie controlled by a separate Act. 
If at all it has to be considered, one can 
really t h ink  of this at the time of 
considering that Bill and not here. If! accept 
the amendments Nos. 6 and 7, the loss of 
revenue would be colossal. If I accept these 
amendments, the loss will be to the tune of 
Rs. 5 crores and I do not think you expect me 
to accept such amend-ments which will 
ultimately make us lose Rs. 5 crores. 

The amendments (Nos. 6 and 7) were, 
by lenve. withdrawn. 

MR. DEPUTY CHAIRMAN: The 
question is: 

8. "That the Rajya Sabha recommends to 
the Lok Sabha that the following 
amendment be made in the Finance (No. 2i 
Bill, 1971, as passed by the Lok Sabha, 
namely:— 

"That at page 6,— 
(i) line 12, for the word and figures 

"Rs.75" the word and figures '•Rs. 
100" be  substituted: 

(ii) in line 14, for the word and 
figures "Rs. 50" the word and figures 
"Rs. 75" be substituted." 

The motion was negatived. 

MR. DEPUTY CHAIRMAN: The 
question is: 

'That clause 7 stand part   of the Bill.' 

The motion was adopted. 

* For texts of amendments vide cols. 
244— 46 supra. 
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Clause 7 was milled n> the  Bill. Clauses 

8 to 24 were added to the Bill. 

Clause 25 Substitution of new section for 
section 115 

SHRI M. K. MOHTA: Sir, I move: 

21, "That I he Rajya Sabha recommends 
m the Lok Sabha Lhatjthe following 
amendment be made in the Finance (No. 2) 
Bill, 1971, as passed by the Lok Sabha, 
namely:— 

'That at page 13, For  line 31   to 35, the 
following be substituted, namely:— 

(a) at the rale of 35 per cent on so 
much of amount of such long term 
capital gains as relate to capital assets 
held by the company forj24 months or 
more bul;4less than 60 months," 
immediately preceding the date of 
transfer; 

ib) at the rate of 30 per cent on so 
much of the amount of such long term 
capital gains as relate lo capital assets 
held by the company for sixty months 
or more but less than one hundred and 
twenty months immediately preceding 
the date ol' transfer; and 

(c) at rate of 35 per cent on the 
balance of such long term capital 
gains, if any; and."' 

The question   was- proposed. 

SHRI M. K. MOHTA: The amendment is 
regarding the ta\|on long term] capital] gains. 
The brief point of ihejjamondment;is that the 
long term capital gains., are subjected to 
concessionalj'tax treatment— that has been 
considered j by the Government also—
because thejgains develop 
over   a   number'rof years, but "{they   are 

iMMp.^MMwa»ww»MW4^v«i^^w -UK-
brought to tax in a. single year  in which 

they are realised. The hardship that would 
be caused by taxing the entire gains in a 
single year in a graduated rate schedule is 
sought to by mitigated by exempting a part 
of th>; gains from tax and taxing the 
balance beyond the ordinary income. In a 
period of inflation and rising tax rates, long 
term capital gains deserve more equitable 
UtX and I have not made a very drastic 
change in the scheme of things but only 
reduced the tax rates at three stages, at the 
rate of 35 per cent for those which are made 
between 24 and 60 months, at the rate of 30 
per cent for gains which are made between 
60 months and more, and at the rate of 25 
per cent for the balance. 

SHRI Y. It. CHAVAN: Sir. I cannot 
accept this amendment. I will give you 
reasons for it. This is contrary to the 
proposal in the Bill for subjecting the long 
term capital gains to higher incidence of tax 
in a year. That is the main principle. It will 
also result in doing away with the 
distinction between the long term capital 
gains and relief to lands and buildings and 
relief to other assets. These are the basic 
things for which the provision is made. If I 
accept these, it will mean giving up that 
principle, i     cannot accept   it. 

MR. DEPUTY CHAIRMAN: The 
question  is: 

21. "That the Rajya Sabha recommends 
to the Lok Sabha that the following 
amendment be made in the Finance (No. 2) 
Bill, 1971, as passed by the Lok Sabha, 
namely:— 

'That at page  13, for lines 31   to  35, 
the  following  be substituted, namely:— 

(a) at the rate of 35 per cent on so 
much of the amount of such long term 
capital gains as relate to capital assets 
held by the company for 24 months or 
more but less than 60 months, 
immediately preceding the date of 
transfer; 

(b)   at the rate of 30 per cent on 
\ so much of the amount of such long 
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term capital gains as relate to capital 
assets held by the company for sixty 
months or more but less than one 
hundred and twenty months immedia-
tely preceding the date   of  transfer; 

(c) at the rate of 35 per cent on the 
balance of such long term capital 
gains, if any; and'" 

The  motion   was  negatived. 

MR.   DEPUTY     CHAIRMAN:   The 
question is: 

"That clause 25 stands part of the Bill. 

The motion was adopted. 

Clause 25 was added to the   Bill. 

Clauses 26 to 28 were added to the Bill. 

MR.    DEPUTY    CHAIRMAN;    New 
Clause 28A is not a part of this Bill  and, 
therefore,    amendment   (No. 22)   cannot be 
allowed. 

Clause   29 was  added  to the   Bill. 

Clause 30 (amendment of sixth Schedule). 

SHRI M. K. MOHTA : Sir, clause 30 
deals with taxation on priority industries. I 
would like to read out the list of priority 
industries, namely : Aluminium motor trucks 
and buses, cement and refractories, soda ash, 
petro-chemicals, automobile ancillaries and 
the list of priority industries was introduced 
in the Income-tax Act in 1964. Some of the 
items were added to the list in 1966. The 
industries in the priority list are heavy 
industries having long gestation period. The 
newly established industries would not have 
even reached the profit making stage to 
benefit from the given   incentive   before 

they have been deleted from the list. This is 
far from fair. Sir, if one goes through the list 
of priority industries, particularly petro-
chemicals, our country has to go a long way 
in the field of automobiles. More and more 
motor buses would be required for public 
transport and, therefore, it is very much in 
the interest of thn economy as a whole to 
give an incentive, and deleting them from 
the list of priority industry would not be in 
the national economy. Hence my objection 
to this clause. 

SHRI Y. B. CHAVAN : This particular 
aspect has been dealt with in my general 
reply. Secondly, it has large revenue 
implications. This amendment seeks to 
completely eliminate the entire clause which 
is against the very principle. Therefore, I 
cannot accept it. 

MR. DEPUTY CHAIRMAN : The 
question is : 

"That clause 30   stands part  of the 
Bill." 

The motion was adopted. Clause 

30 was added to the Bill. 

5 P. M. 

Clause 31 was added to the Bill. 

Clause 32 (amendment of section 5) 

SHRI M. K. MOHTA : Sir, I move : 27. 
"That the Rajya Sabha recommends to the 
Lok Sabha that the following amendment 
be made in the Finance (No. 2) Bill, 1971, 
as passed by the Lok Sabha, namely:— 

"That at page 17, lines 28-29,the word* 
and figures 'and shall be deemed to hav« 
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been  inserted, with effect   from the 1st 
day of April, 1963' be deleted'" 

29. "That the Rajya Sabha recommends 
to the Lok Sabha that the following amen-
dment be made in the Finance (No. 2) Bill, 
1971, as passed by the Lok Sabha, namely 
:— 

'That at page 17. for lines 33 to  37, the 
following be substituted, namely :— 

Provided that if the furniture, 
utensils or other articles are either 
made wholly or partly of, or contain 
(whether by way of embedding, cover-
ing or otherwise), gold, silver, plati-
num or any other precious metal or any 
alloy containing one or more of such 
precious metals, nothing in this clause 
shall operate to exclude from the net 
wealth of the assessee, the value or the 
aggregate value of such furniture, 
utensils or other articles as exceeds the 
sum of rupees ten thousand.'" 

30. "That the Rajya Sabha recommends 
to the Lok Sabha that the following 
amendment be made in the Finance (No. 2) 
Bill, 1971, as passed by the Lok Sabha,    
namely :— 

■That   at   page 18, lines 7   to   10 be 
deleted.'" 

The quest ions were proposed. 

SHRI M. K. MOHTA : Sir, my amendment 
No. 27   is in   respect of  Wealth-tax. Certain 
provisions  of the  wealth-tax have been 
made with  retrospective   effect   from the 
first day of April 1963. My submission in th 
is  regard is that   some of the provisions of 
the Wealth-tax were   considered ultra vires 
by the  hon. High  Court or  the Supreme 
Court as the  case may  be. The Government 
should have  more respect for the judgments  
of  the  courts   and   such judgments   should   
not   be   negatived   by amending   the  law  
retrospectively as has 

been done now. I will have no objection to 
making the law more stringent from today 
onwads but making it retrospective is not 
very desirable because it amounts to 
showing insufficient respect for the courts of 
law. The second point is that it will increase 
so much the workload of the Department 
that it will not get any commensurate 
revenue for the Government. 

Amendment No. 29 is regarding articles 
of furniture and utensils which are now 
made taxable for Wealth-tax purposes as 
soon as they contain gold, silver, platinum or 
any other precious metal or any alloy 
containing one or more of such precious 
metals. The phraseology here is such that 
even ordinary articles would come under the 
purview of this. For instance, sarecs and 
ladies' dress materials which contain zari 
will also become taxable under this clause. I 
do not know how far it will be fair to tax the 
sarees and dress materials jf ladies. 
Therefore, I would earnestly appeal to the 
hon. Finance Minister to exempt at least Rs. 
10,000 worth of such articles from the 
purview of the Wealth-tax because other-
wise it will add so much to the work of the 
Department that it will be impossible to cope 
with it. If you read it, it says gold, silver, 
platinum Of any other precious metal. I do 
not know whether 'precious metal' has been 
defined anywhere at all. Today steel is very 
precious, copper is very precious, every 
metal is precious today. I do not know, what 
is the difference between one precious metal 
and another. And hence my amendment. 

Amendment No.   30   is   regarding  the 
withdrawal  of   Wealth-tax   exemption   in 
respect of   initial   equity  shares    of  new 
industrial    companies.   In   this   regard   I 
would like to submit   that   new     industrial 
equities do not yield any return for   quite a 
long period of time,   for  five   to    seven 
years,    particularly   in   certain    industries 
which have a long gestation  period.   There 
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the investors have this handicap that ihey 
cannot get any return for a long period of time. 
Precisely for this reason the Government had 
allowed exemption from Wealth-tax in respect 
of these but now that exemption is being 
withdrawn and I think it will not be in the best 
interests of the economy. Another point in this 
respect is that the wording as it is in the Finance 
Bill is not very clear. And I would appeal to the 
lion. Finance Minister to clarify what exactly is 
the implication of the words ' init ial  issue of 
capital made before 1st day of .lime, 1971'. 

What will be the pos i t ion  if the shares have 
been applied for before that date, but allotted after 
this dale? This is a clarification which the hon. 
Minister should be pleased to make. 

SHRI Y. B. CHAVAN : I do not understand 
his argument particularly about furniture which 
contains silver,  gold or any other precious metal. 
When people are in need of food, I thought that he 
would be satisfied with furniture. Now, he wants 
jewellery, gold platinum, etc. in the furniture. I 
really do not understand how the hon. Member 
can make a pleading for such a case here. 

SHRI M. K. MOHTA : Everything is 
precious. 

SHRI Y. B. CHAVAN: Of course, everything. 
As far as amendment No. 30 is concerned, it is in 
respect of equity issues made after 31st May, 
1971. The decision to terminate this exemption 
was taken in the context of the improvement in the 
market for new issues in recent years and, 
therefore, there is every justification for it. I 
cannot accept his first amendment, amendment 
No. 27, because I have given my reasons. 

MR. DEPUTY CHAIRMAN : The question is 
: 

27.   "That   the   Rajya   Sabha   reco- 
nmends    to   the  Lok   Sabha   that  the 

following  amendment   be   made   in  the 
Finance (No. 2) Bill  197!, as passed  by 

the Lok Sabha, namely:— 

'That at page 17, lines 28-29, the words 
and figures 'and shall be deemed I" have 
been inserted, with effect from the 1st day 
of April, 1963' be deleted.'" 

The motion nn.s negatived. 

MR.   DEPUTY     CHAIRMAN :   The 
question is : 

29. "That the Rajya Sabha recommends lo 
the'Lok Sabha that the following amendment be 
made in the Finance (No. 2) Bill, 1971, as passed 
by the I ok Sabha. namely.- 

' That B1 page   17,  for tines 33 to  37, the 
following be substituted,   namely:— 

Provided that if the furniture. Utensils 
or other articles arc either made wholly or 
parti} of, or contain ( w h e t h e r  by way 
of embedding, covering or other-wise), 
gold, silver, platinum or any other precious 
metal or any alloy containing one or more 
of such precious metals, n o t h i n g  in this 
clause shall operate to exclude from the net 
wi-alli of the assessee, the value or the 
aggregate value of such furniture, 
utensils or o t h e r  a r t i c l e s  as exceeds the 
sum of rupees ten thousand. 

The motion was negatived. 

MR.    DEPUTY    CHAIRMAN:    The 
question is : 

30. "That the Rajya Sabha recommends to 
the Lok Sabha that the following amendment be 
made- in the Finance (No. 2\ 
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Bill, 1971, aa passed by   the   Lok   Sab ha, 
namely :— 

That at page 18, lines 7  to  10 be 
deleted" 

The motion was negatived, 

MR. DEPUTY CHAIRMAN: The 
question is : 

"That clause 32 stands part of the 
Bill." 

That motion was adopted. 

Clause 32 was added to the Bill. 
Clauses 33 to 35 were added to the Bill. 
Clause 36—Amendment of Schedule. 

SHRI M. K. MOHTA :  Sir, I move : 

31. "That the Rajya Sabha recommends 
to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

'That at page 19, for lines 30 to 32, 
the following be substituted, namely ;— 

(a) Whore the net 1   per   cent,   of 
wealth does not the amount  by 
exceed Rs. 5,00,000      which   the   net 

wealth   exceeds 
Rs. 1,00,000.' " 

The question was proposed. 

SHRI M.K. MOHTA: Amendment No. 
31 is regarding exemption from wealth-tax. If 
the net wealth does not exceed Rs. 1 lakh, 
viz., what was the position uptill now before 
the Finance Bill came. My submission is that 
this will not bring in so much revenue to the 
exchequer as is expected. It will only result 
in harassment and botheration to marginal 
assessees, those having a wealth of Rs. 1J 
lakhs, Rs. 1£ lakhs, Rs. 2 lakhs like that. 
Therefore, in order to protect at least the 
marginal assessees, the exemption of Rs. 1 
lakh may be retained as  before. 

SHRI Y. B. CHAVAN : I have explai-
ned this point in my general reply. I cannot 
accept the amendment. 

SHRI M.K. MOHTA : I beg leave to 
withdraw my amendment. 

* Amendment {No. 31) was, by leave, 
withdrawn. 

MR. DEPUTY CHAIRMAN: The 
question is : 

"That clause 36 stands part of the Bill." 

The motion was adopted. 

Clause 36 was added to the Bill. 
Clauses 37 to 39 were added to the Bill. 

Clouse 40—Amendment of Act 1 of 1944. 

DR. K. MATHEW KURIAN : Sir, I 
move : 
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41. "That the Rajya Sabha recom-

mends to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

'That at page 23.*— 

(i) lines 13 and 14 be deleted; and 

(ii) lines 41 and 42 be deleted.'" 

44. "That the Rajya Sabha recom-
mends to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971 as passed by the Lok Sabha, 
namely :— 

'That at page 24, :— 

(i) line 1 be deleted; (ii) lines 27 to 

31 be deleted.'" 

46. "That the Rajya Sabha recommends 
to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

•That at page 26, lines 37 to 50 be 
deleted.' " 

51. "That the Rajya Sabha recommends 
to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

"That at page 27, lines 47 to 53 be 
deleted.' " 

58. "That the Rajya Sabha recommends 
to the Lok Sabha that the follow. ing 
amendment be made in the Finance (No. 2) 
Bill, 1971, as passed by the Lok Sabha, 
namely : 

'That at page 30, lines 25 to 42 be 
deleted.' " 

MR.  DEPUTY     CHAIRMAN  :  Mr. 
Mohta, are you moving any amendment ? 

SHRI M. K. MOHTA : Sir,   I am not 
moving any to clause 40. 

SHRI JAGDISH PRASAD MATHUR: 
Sir, I move: 

39. "That the Rajya Sabha recom-
mends to the Lok Sahha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely : — 

'That at  page 22, lines  34 to   36 
be deleted.' " 

45. "That the Rajya Sabha recommends 
to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

'That at page 24, lines 42 to 44 be 
deleted." " 

47. "That ihe Rajya Sabha recom-
mends to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

'That at page 27 :— 

(i) lines 1 to 3   be deleted; 

(ii) lines 7 to 9 be deleted.' " 

49. "That the Rajya Sabha recom-
mends to the Lok Sabha that the follow-
ing amendment be made in the Finance 
(No. 2) Bill, 1971, as passed by the Lok 
Sabha, namely :— 
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'That at page 27, lines 37 to 44 be 
deleted.' " 

52. "That the Rajya Sabha recom-
mends to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

'That at page 28, lines 12 to 42 be 
deleted.' " 

35. "That the Rajya Sabha recom-
mends to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971 as passed by the Lok  Sabha, 
namely :— 

'That at pages 29 and 30 lines 7 to 
63 and 1 to 63 respectively be deleted.' 
" 

56. "That the Rajya Sabha recom-
mends to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

'That at page 31, lines 1 to 5, be 
deleted.' " 

The questions were proposed. 

DR. K. MATHEW KURIAN : Sir, all 
the amendments which I have moved here 
relate to the tax burden with reference to 
indirect taxes. As I have said earlier in the 
debate on this Bill the Government's policy 
so far has been to increase the burden on the 
poor people and also on the middle classes, 
by putting more and more of indirect taxes. 
The proportion of indirect taxes to direct 
taxes is increasing every year, and the 
Government continues the same policy. 
These amendments which   I have   moved 

are only to reduce the burden on the ordi-
nary, poor people and also the middle class 
people. If the amendments are not accepted, 
for one reason or another, it will add to the 
already heavy burdens on the people. 
Therefore these amendments have this 
purpose in view. 
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SHRI Y. B. CHAVAN : I understand his 
criticism. But unfortunately, 1 had to 
reconcile myself to raising more lesources 
for the country. Therefore, one has to take 
resort to this indirect taxation. I know this 
indirect taxation certainly creates a feeling of 
harassment. It does indirectly affect the 
prices. He gave me the example of 
vegetables. If it is to be transported it is 
transported in trucks and buses which do not 
use petrol. 

 

SHRI Y. B. CHAVAN : At the same 
time in this year, I must say, I have not taken 
a decision that once a tax is always a tax. I 
have shown responsiveness to the genuine 
grievances to the criticism, and I have 
responded to the tune of nearly Rs. 15crores. 
Therefore, you cannot Tsay that I have not 
responded. 

[It cannot be 
said against me that I have not responded to 

the criticism. 
Therefore, I cannot accept this amendment. 
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MR.  DEPUTY CHAIRMAN   :   The 
question is : 

35. "Thai the Rajya Sabha reco-
mmends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed by 
the Lok Sabha, namely :— 

'That at page 22, lines 10 to 33 be 
deleted.'" 

The motion was negatived. 

MR.   DEPUTY   CHAIRMAN   :   The 
question is : 

37. "That the kajya Sabha recommends 
to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed   by  the   Lok 
Sabha, namely : — 

'Thai at page 22, line 35, lor the 
words 'Nine hundred and twenty rupees' 
the words 'six hundred rupees' be 
substituted.'" 

TTre motion was negatived. 

MR.   DEPUTY   CHAIRMAN:    The 
question is : 

39. -'That the Rajya Sabh* recommends 
to the lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971. as passed by the   Lok   
Sabha, namely :— 

'That at page 22, lines 34 to 36 be 
deleted.*" 

The motion was negative J. 

\ 

MR.    DEPUTY   CHAIRMAN:   The 
question is : 

41.   "The  the  Rajya   Sabha   reco-
mmends  to  the  Lok  Sabha  that the 
following amendment be  made  in  the 
Finance  (No. 2)  Bill,   1971, as passed by 
the Lok Sabha, namely:— 

'That at page 23, — 

(i) lines 13 and 14 be deleted; 
and 

(ii) lines 41 and 42 be deleted.'" 

The motion was negatived 

MR.   DEPUTY    CHAIRMAN :   The 
question is : 

44. "That the Rajya Sabha reco 
mmends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed 
by    the    Lok   Sabha,   namely:— 

'That at page 24,— 

(i) line 1 be deleted ; 
(ii) lines 27 to 31 be deleted.'" 

The motion was negatived. 

MR.    DEPUTY   CHAIRMAN:   The 
question is : 

45. "'that the Rajya Sabha reco 
mmends to tlte Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed 
by the Lok Sabha, namely:— 

'That at page 24,   lines 42 to 44 be   
deleted."' 

The motion was negatived. 
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MR.   DEPUTY    CHAIRMAN:     The 
question is : 

46. "That the Rajya Sabha reco 
mmends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed 
by the Lok Sabha,  namely :— 

'That at page 26,   lines 37   to   50 
be deleted.'" 

The motion was negatived. 

MR.    DEPUTY   CHAIRMAN :   The 
question is : 

47. "That the Rajya Sabha reco 
mmends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed 
by the Lok Sabha, namely :— 

'That at page 27,— 

(i) lines 1 to 3  be deleted ; (ii) 

lines 7 to 9 be deleted.'" 

77i* motion was negatived. 

MR.    DEPUTY   CHAIRMAN :   The 
question is : 

49. "That the Rajya Sabha reco-
mmends to the Lok Sabha that the 
following amendment bo made in the 
Finance (No. 2) Bill, 1971, as passed by 
'he Lok Sabha, namely :— 

'That at page 27. lines 37 to  44 be 
deleted.'" 

. The motion was negatived. 

MR.   DEPUTY    CHAIRMAN:    The 
question is : 

51. "That   the   Rajya   Sabha reco 
mmends to   the   Lok   Sabha   that   the 
following amendment   be  made in the 
Finance (No. 2) Bill, 1971, as passed by ' 
the   Lok  Sabha, namely :— 

'That at page 27, lines 47 to 53 be 
deleted.'" 

The motion was negatived. 

MR.   DEPUTY   CHAIRMAN   :   The 
question is : 

52. "that the Rajya Sabha reco 
mmends to the Lok Sabha that the 
following amendment be made 
in the Finance (No. 2) Bill, 
1971, as passed by the Lok Sabha, 
namely :— 

'That at page 28, lines 12 to 42 be 
deleted.'" 

Ti\e motion was negatived. 

MR.   DEPUTY     CHAIRMAN :   Tho 
question is   : 

55. "That the Rajya Sabha reco 
mmends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed 
by   the   Lok  Sabha, namely :— 

'That at pages 29 and 30 lines 7 to 
63 and 1 to 63, respectively, be 
deleted.'" 

The motion was negatived. 

MR.    DEPUTY    CHAIRMAN:   The 
question  is : 

56. "that the Rajya Sabha reco 
mmends to the Lok Sabha that the 
following  amendment  be made in  the 
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Finance (No. 2)  Bill,   1971, as passed by    
the    Lok  Sabha, namely :— 

'That at page 31,   lines   1   to  5 be 
deleted.' " 

The motion was negatived. 

MR.   DEPUTY     CHAIRMAN :   The 
question is : 

58. "That the Rajya Sabha reco-
mmends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2} Bill, 1971, as passed by   
the Lok   Sabha, namely: — 

'That at page 30,  lines 25 to 42 be 
deleted.' " 

The motion was negatived. 

MR.   DEPUTY    CHAIRMAN :   The 
question is : 

"That clause 40 stand pan of the Bill." 

The motion was adopted. Clause 40 

was added to  the Bill. 

Clause 41—Amendment of Act 1 
of 1944 

SHRI JAGDISH PRASAD MATHUR: 
Sir, I move : 

61. "That (he Rajya Sabha reco-
mmends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed by 
the Lok Sabha, namely :— 

'That at page 31, lines 11 to 26 be 
deleted.' " 

(The amendment also stood in the names 
ofSarvshri Sundar Singh Bhandari, Niranjan 
Varma, Man Singh Varma) 

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

62. "That the Rajya Sabha reco 
mmends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed 
by   the  Lok   Sabha, namely :— 

'That at page 31,   lines 18 to 23 be 
deleted."' 

The amendment also stood in the name of 
Shri K. P. Stthramania Menon) 

SHRI M. K. MOHTA : Sir, I move: 

63. "That the Rajya Sabha recom 
mends to the Lok Sabha that the 
following amendment be made 
in the Finance (No. 2) Bill, 1971, 
as passed by the Lok Sabha, 
namely :— 

'That at page 31,  lines   18   to  26 
be deleted.'" 

TV questions were proposed. 
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DR. K. MATHEW KURIAN : Sir, 1 
move this amendment with particular reference 
to medium and coarse cloth. The hon. 
Finance Minister is aware that during the last 
so many years, the production of super-fine 
and fine cloth and also other higher varieties 
has been increasing. The producers have been 
giving particular emphasis to production of 
these types of cloth for which there is a high 
profit margin. On the contrary, the ordinary 
people who purchase coarse cloth are finding it 
difficult to purchase them particularly 
because of the increase in prices and the 
reduced purchasing power. Therefore, in this 
economic background, 1 think it is necessary 
that we should give relief to the ordinary people 
who purchase coarse and medium varieties of 
cloth. I have, therefore, suggested that this part 
of the clause may be deleted completely. 

MR. DEPUTY CHAIRMAN : Mr. 
Mohta. Your amendment is similar. 

SHRI M. K. MOHTA : Yes, Sir. 1 do not 
want any duty to be levied on coarse cloth. In 
lieu thereof, if the Finance Minister would 
like to levy more duty on super«fine cloth, I 
do not mind. 

SHRI Y. B. CHAVAN : Sir, I do not 
accept these .amendments. 

MR. DEPUTY CHAIRMAN . The 
question  is: 

61. "That the Rajya Sabha reco-
mmends to the Lok Sabha that the 
following amendmem be made in the 
Finance (No. 2) Bill, 1971, as passed by 
the Lok Sabha, namely :— 

That at page 31, lines  11  to 2o be 
deleted.' " 

The motion was negatived. 
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MR.   DEPUTY   CHAIRMAN ;   The 
question is : 

62. "That the Rajya Sabha recom 
mends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed 
by   the  Lok  Sabha, namely :— 

'That at  page  31,  lines 18 to 23 be 
deleted.' *' 

The motion was negatived. 

MR.  DEPUTY    CHAIRMAN  :   The 
question is : 

63. "That the Rajya Sabha recom 
mends to the Lok Sabha that the 
following amendment be made in the 
Finance (No. 2) Bill, 1971, as passed 
by   the   Lok Sabha, namely :— 

'That at page 31,   lines  18   to   26 
be deleted.' " 

The motion was negatived. 

MR.   DEPUTY    CHAIRMAN  :   The 
question  is : 

i 
"That clause 41 stand part of the Bill." 

The motion was adopted. Clause 41 was 

added to the Bill. Clauses 42 to 55 were   

added to the Bill. The First Schedule 

SHRI JAGDISH PRASAD MATHUR: 
Sir, I move : 

65. "That   the Rajya Sabha recom-
mends to the Lok Sabha that the follow- 

ing amendment  be made in the Finance 
(No. 2)  Bill,   1971,  as passed by the 
Lok   Sabha, namely :— 

'That at page 36, 

(i) in line 13, for the word and 
figure 'Rs. 5000' the word and 
figure 'Rs. 7500' be substituted ; 

(ii) in line 15, for the word and 
figure 'Rs. 5000' the word and 
figure 'Rs. 7500' be substituted.'" 

SHRI M. K. MOHTA : Sir, I move : 

66. "That the Rajya Sabha recom 
mends to the Lok Sabha that the follow 
ing amendment be made in the Finance 
(No. 2) Bill, 197], as passed by the Lok 
Sabha, namely :— 

'That at page 44, lines 16 to 32 be 
deleted.' " 

67. "That the Rajya Sabha recom 
mends to the Lok Sabha that the follow 
ing amendment be made in the Finance 
(No. 2) Bill, 1971, as passed by the Lok 
Sabha, namely :— 

'That at page 45,   lines 1 to 4 be 
deleted.' " 

68. "That the Rajya Sabha recom 
mends to the Lok Sabha that the follow 
ing amendment be made in the Finance 
(No. 2) Bill, 1971, as passed by the Lok 
Sabha, namely :— 

'That at page 45, lines 22 to 42 be 
deleted.' " 

69. "That the Rajya Sabha recom 
mends to the Lok Sabha that the follow 
ing ammendment be made in the Finance 
(No. 2) Bill, 1971, as passed by the Lok 
Sabha, namely :— 

'That  at   page 46, lines 6 to 9   be 
deleted.' " 

The questions were proposed. 
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SHRI M. K. MOHTA : Sir, my amend 

ment is in respect of surcharge on income-lax 
for all kinds of assessees. The theory that the 
Government seems to subscribe to is if 
money is allowed in the hand of the public, it 
goes into consumption whereas if the same 
money is taken away by way of taxes by the 
Government, then it is productive and is in 
the interests of the nation. Unfortunately, the 
facts are otherwise. If any savings are there 
in the hands of the public, they will mostly 
be productive whereas the Government has 
demonstrated over a period of years that the 
money it has taken away from the public is 
mostly squandered away in non-
developmental and non-Plan expenditure. 
Therefore, I would urge upon the Finance 
Minister to leave some investible savings in 
the hands of the public. And particularly in 
the case of registered firms where the 
partners of the firm are subjected to income-
tax as individuals, there is absolutely no 
justification, no equity, in taxing the 
registered firmjalso. Many economists, 
including Shri Bhootalingam, have argued 
against it very strongly, about the inequitable 
nature of this tax on a registered firm in 
addition to the tax on the partners. Therefore, 
I would urge upon the Finance Minister to 
look into this problem of tax on registered 
firms. 

SHRI Y. B. CHAVAN : I have already 
explained about registered firms probably 
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in my speech. As regards the point of the 
honourable Member who first moved the 
amendment, I see his point, but I can only 
plead with him that it is only last time that 
the exemption limit was raised from Rs. 
4000 to Rs. 5000. Even this year in fact it is 
raised up to Rs. 6000 in the sense that if a 
person, whose income is Rs. 6,000 per 
annum saves about Rs. 400, he gets 
exemption from Income Tax. Now, whether 
it should be raised up to Rs. 7,500 or not, 
certainly one can have two opinions about it 
and one can say that there is some strength 
in it. But at the present moment I am not in a 
position to accept the amendment. 

SHRI KRISHAN KANT (Haryana) : 
You can do it next year. 

SHRI ARJUN ARORA : Yes, next year.   
You can say it. 

SHRI Y. B. CHAVAN : Please do not 
talk of any commitments. No commitments 
are made in advance about taxation 
proposals. As far as surcharge is concerned, 
well, unfortunately, even for once I do not 
have the privilege of agreeing with Mr. 
Mohta. I am sorry about it. I cannot accept 
the amendment. 

MR. DEPUTY CHAIRMAN : The 
question is : 

65. "That the Rajya Sabha recom-
mends to the Lok Sabha that the following 
amendment be made in the Finance (No. 
2) Bill, 1971, as passed by the Lok Sabha, 
namely :— 

'That at page 36,— 
(i) in line 13, for the word and 

figure 'Rs. 5,000' the word and 
figure 'Rs. 7,500' be substituted. 

(ii) in line 15, for the word and 
figure 'Rs. 5,000' the word and 
figure 'Rs. 7,500* be substituted.' " 

The motion wax negatived. 

MR.   DEPUTY  CHAIRMAN :   The 
question is: 

66. "That the Rajya Sabha recom 
mends to the Lok Sabha that the follow 
ing amendment be made in the Finance 
(No. 2) Bill, 1971, as passed by the Lok 
Sabha, namely:— 

'That at page 44, lines 16 to 32 be 
deleted."* 

The motion was negatived. 

MR.   DEPUTY CHAIRMAIN :   The 
question is : 

67. "That the Rajya Sabha recom 
mends to the Lok Sabha that the follow 
ing amendment be made in the Finance 
(No. 2) Bill, 1971, as passed by the Lok 
Sabha, namely:— 

'That  at page 45,  lines 1 to  4 be 
deleted.'" 

The motion was negatived. 

MR.   DEPUTY   CHAIRMAN :   The 
question is : 

68. "That the Rajya Sabha recom 
mends to the Lok Sabha that the follow 
ing amendment be made in the Finance 
(No. 2) Bill, 1971, as passed by the Lok 
Sabha, namely:— 

'That at page 45, lines 22 to   42 be 
deleted.'" 

The motion was negatived. 

MR. DEPUTY   CHAIRMAN   :   The 
question is : 

69. "That the Rajya Sabha recom 
mends to the Lok Sabha that the follow 
ing  amendment be made in ihe Finance 
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(No. 2) Bill, 1971, as passed by the Lok 
Sabha, namely :— 

'That at page 46, lines 6 to 9  be 
deleted.' " 

The motion was negatived. 

MR. DEPUTY   CHAIRMAN   :   The 
question is : 

"That the first Schedule stand part of 
the Bill." 

The motion was adopted. 

The First Schedule was added to the Bill. 

The Second Schedule was added to the 
Bill. 

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

SHRI Y. B. CHAVAN   :   I move : 

"That the Bill be returned". 

The motion was adopted. 

THE AGRICULTURAL   REFINANCE 
CORPORATION   (AMENDMENT) 

BILL, 1971 

THE   DEPUTY    MINISTER IN THE 
MINISTRY OF FINANCE " 

 (SHRIMATI      SUSILA 
ROHATGI): I move : 

"That the Bill further to amend the 
Agricultural Refinance Corporation Act, 
1963, as passed by the Lok Sabha, be 
taken into consideration." 

The question was proposed. 
 


