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Rules of Procedure to deal with a new
situation. This is what the situation demands
here today.

SHRI ABID ALI (Maharashtra): Of course
I support what my friend has just said. My
request to you is this. We have submitted a
motion for discussing the matter of criticism
by the All India Radio of the Home Ministry
of the Government of India.

THE DEPUTY CHAIRMAN:
What are you suggesting?

SHRI ABID ALI: Some time should have
been suggested by the Business Advisory
Committee for discussing that item of mine.
Kindly reconsider this matter.

THE DEPUTY CHAIRMAN:

Now | do not know whether it will meet with
the approval of the House but the Minister for
Parliamentary Affairs has suggested that this
House will have to sit up to Monday, the 19th
May, 1969. Every Session we sort of add one,
two or three days to the Session. I think there
should be some finality from now on, and nsxt
time | think we should adjust our business
according to the Calendar that is published
before we begin a Session. | would seek your
co-operation on that. Number two; many sug-
gestions have been made that many things
have not been discussed, but it is open to the
House to realise. Where is the time? And |
seek your co-operation when | say this that
time can be found if we co-operate and go
through the agenda in the most expeditious
way. But, if we bring in extraneous matters
every day, whichever side, if you bring in a
matter every day, a matter which has not been
thought of but brought suddenly on the floor
of the House, I do not think we can adhere to
all that you want to discuss—and you want to
discuss this report and that report. Even the
Chair is anxious that everything should come
on the floor for discussion, but it is up to you
to co-operate with the Chair and see that the
daily business is finished according to the
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time limit laid down by the Business
Advisory Committee, in which all of you are
present to give your suggestions. As to the
House sitting on the 19th, | want to tell the
Parliamentary Affairs Minister that, if need
be, we shall sit on Monday, the 19th May,
1969 but from the next Session...

SHRI M. P. BHARGAVA: No,
we shall not sit on the 19th. We have fixed
our programmes already and it is inconvenient
for us if you go on extending the duration of
the Session like this.

SHRI PITAMBER DAS (Uttar Pradesh):
But we will not sit on the 20th of May in any
case.

THE DEPUTY CHAIRMAN :
Whatever happens now, from the next Session
we must adhere to the Calendar of Sittings
that is published beforehand and circulated to
the Members, and not a single day”ore. Now
we pass on to the next item of business.

SHRI A. G. KULKARNI: What about my
request for a discussion on industrial
licensing?

THE DEPUTY CHAIRMAN:
Nothing more is going to be considered. Next
item. The Deputy Prime Minister.

THE FINANCE BILL, 1969

THE DEPUTY PRIME MINISTER AND
MINISTER OF FINANCE (SHRI MORARJI
R. DESAI): Madam, | move:

"That the Bill to give effect to the
financial proposals of the Central
Government for the financial year 1969-70,
as passed by the Lok Sabha, be taken into
consideration.”

The Bill has been before this House and the
country for a little over two  months.
During this time
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its provisions have come under extensive
scrutiny in both Houses of Parliament and
also outside. 1 am very grateful to hon.
Members of this House and also members of
the public who have devoted their time and
attention to my proposals in the Bill and have
given their valuable comments and
suggestions on its provisions.

Madam, the important features of my
proposals in the Bill have been explained by
me in my Budget speech and the details of its
specific provisions have been brought out
fully in the Explanatory Memorandum circu-
lated to hon. Members with the Budget
papers. | would not, therefore, Take the time
of this House in going over this ground again
and shall confine my remarks to explaining
the main changes made in the provisions of
the Bill during its consideration in the Lok
Sabha.

In the sphere of direct taxes, the Bill
proposes to make certain changes in the
present scheme of payment of advance tax in
order to rationalise it and to relieve persons
with comparatively smaller incomes from the
burden of paying such tax. Under the revised
scheme, persons who close the accounts of
their business or profession on December, 31
or any earlier date will be required to pay
advance lax in three instalments on June 15,
September 15 and December 15 of the
financial year. It has been brought to the
notice of Government that the requirement of
payment of the last instalment of advance tax
on December 15 may cause hardship to certain
categories of tax payers closing the accounts
of their business on December 31. such as tea
companies m Northern India, which receive
the bulk of their sale proceeds some time after
December. Such tax payers may not also be in
a position to comply with the requirement,
under the revised scheme, of estimating their
current income and paying advance tax there-
on where such tax exceeds the advance tax
demanded by more than one-third of the
latter.  Power is,
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therefore, being taken for the Central Board of
Direct Taxes to authorise the payment of the
last instalment of advance tax on March 15,
instead of December 15, by classes of tax
payers to be notified in the Official Gazette.

As hon. Members are aware, the Bill
proposes to extend the levy of wealth-tax
under the Wealth-tax Act to the value of
agricultural property owned by individuals
and Hindu undivided families with effect
from the assessment year 1970-71. As
announced by me in the Budget speech, the
net proceeds of this levy are to be passed on
to the States as grants-in-aid. | need not say
anything about the competence of Parliament
under the Constitution to legislate for such a
levy as the position in the matter has already
been explained in the other House by the
Attorney General and copies of the relevant
papers have been circulated to the hon. Mem-
bers of this House.

In my Budget speech, | had mentioned that
Government would consider as to how
genuine agriculturists could be exempted from
the scope of this levy. The common concept
of a genuine agriculturist is that of a former of
moderate means whose main occupation is
agriculture. In order to exclude such
agriculturists from the scope of the proposed
levy, a specific exemption is being provided
in respect of agricultural lands upto Rs.
1,50,000 in value. This exemption is in
addition to the existing general exemption of
the first Rs. 1 lakh of the net wealth in the
case of individuals and Rs. 2 lakhs in the case
of Hindu undivided families. Under the
present provisions of the Wealth-tax Act, the
value of an urban residential house situated in
a place with a population exceeding 10,000
persons is exempt from wealth tax upto Rs. 1
lakh. In such cases, the separate exemption
upto Rs. 1,50,000 in respect of agricultural
land will be reduced to the extent of the
exemption availed for the urban residential
house. Thus, where a tax payer has an urban
residential house worth



2065 Finance

[Shri Morarji R. Desai.]

Rs. 40,000, the separate exemption for
agricultural land in his case will be available
to the extent of Rs. 1,50,000 less Rs. 40,000,
that is to say Rs. 1,10,000.

Under the changes proposed by me an
individual agriculturist having no urban
residential house will be liable to pay wealth-
tax only if his net wealth exceeds Rs.
2,50,000. I may mention that on the excess of
net wealth over this amount, he will be liable
to pay wealth-tax, at one-half per cent. Only
on the first Rs. 4 lakhs of such excess. Thus,
in the case of an individual having
agricultural land worth Rs. 5 lakhs and no
urban residential house, the wealth-tax
payable after these exemptions will be Rs.
1,250 only, which is one-fourth per cent, of
the gross wealth.

In order to provide an effective deterrent to
defaults in furnishing the returns of wealth,
the Bill seeks to step up the penalty for such
defaults by linking it to the assessed wealth
instead of to the wealth-tax payable. The
revised scale of penalty is one-half per cent,
of the assessed wealth for every month of the
default, subject to a maximum in the
aggregate, of an amount equal to the assessed
wealth. This provision has been modified to
avoid hardship in cases where the assessed
wealth is marginally in excess of the initial
exemption from wealth-tax of Rs. 1 lakh in
the case of individuals and Rs. 2 lakhs in the
case of Hindu undivided families. Under the
provision as modified by the Lok Sabha, the
base for calculating the penalty for default in
furnishing the return of wealth will be the
assessed wealth as reduced by the amount of
the initial exemption.

Coming to the Union Excise Duties the
criticisms have been mainly against the
proposed levy on fertilisers and power driven
pumps. There has also been some criticism of
the proposed levy on prepared and preserved
foods and of the enhancement in the rates of
duty on some other commaodities. Government
have very
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carefully considered the views expressed by
the various hon. Members as well as the
numerous representations received from the
industry. After due consideration, the
conclusion has been reached that the levy on
power driven pumps should be withdrawn.
Accordingly all power driven pumps have
been completely exempted from this levy by a
notification and the exemption has been given
effect to from 1st March 1969 in those cases
where the manufacturers have either not
charged the duty from the buyers of pumps or
it is proved to the satisfaction of the Central
Excise authorities that the benefit of the
refund of the duty where already paid passes
to the buyers. The estimated revenue of Rs. 2
crores from this item will thus be foregone.

Government are, however, of the view that
there should be no cause for apprehension that
the proposed levy on fertilizers will in any
way discourage the use of fertilisers. There
has been a rapid increase in the consumption
of fertilisers in recent years and the prices of
agricultural ~ products are also quite
remunerative. Looking to the additional return
which a farmer gets by using fertilisers, there
should be no reason to fear that a duty of 10
per cent, will have any material effect on its
consumption. No change is therefore proposed
in this levy.

I have also announced in the Lok Sabba
certain concessions in respect of the levies on
prepared and preserved foods, cotton textiles
and rayon yarn. These concessions have
already been given effect to by notification
with effect from the 29th April, 1969. All
nuts, most of the vegetable products and a
number of food products have been excluded
from the purview of levy on prepared or
preserved foods. In addition, all dutiable fruit
and vegetable products cleared by any
manufacturer upto the value of Rs. 50,000 in a
year have been exempted from duty. Products
like pickles, chutneys and murabbas have also
been kept out of the excise levy.
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In the field of cotton textiles, the ad
valorem duty leviable on certain specified
varieties of cotton fabrics has been, reduced to
half if the value of the fabric does not exceed
Rs. 2.50 per square metre. In the case of cot-
ton blankets the concession has been extended
to all blankets of the value not exceeding Rs.
4 per square metre. In the case of fabrics
falling under sub-item 1(1) of Item No. 19 of
the Central Excise Tariff when manufactured
in the powerloom sector, the duty has been
reduced to two-third of the rate applicable to
similar fabrics manufactured by the mill
sector. The duty on cotton yarn in count
croups 22-29 N.F., 14-22 N.F. and less than
14 N.F. has also been reduced by 8 paise, 5
paise and 3 paise per kg. respectively. In the
case of filament yarn, the preference available
to the small manufacturers which was reduced
to 50 per cent, in the Budget proposals has
now been restored to approximately three-
fourth of the concession which they enjoyed
over the big manufacturers before the Budget.

In addition to the reliefs which 1 have
mentioned, a reduction has also been made in
the rates of duty on cement so that the
cumulative incidence of basic and special
duty will now be 23.76 per cent, as against the
Budget proposals of 25.2 per cent. This
reduction had to be given as the rate proposed
in the Finance Bill was somewhat higher than
what was originally intended.

The reduction in revenue as a result of the
various changes that | have proposed with
regard to excise duties will be Rs. 5.09 crores.

Two changes are proposed to be made in
respect of postal tariff. The postage rate for a
single copy of a registered newspaper
weighing uplo 60 grams is proposed to be
reduced from 5 paise to the rate of 2 paise in
force before 15th May, 1968. This reduction
will cost Rs. 32.81 lakhs in a full year.

In order to help balance the Budget of the
P&T, the fee for registration
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of postal articles is proposed to be raised from
the present level of 70 paise to 75 paise.
These changes wit] be introduced by a
notification.

Madam, 1 move.

The question was proposed.

SHR1 DAHYABHAI V. PATEL
(Gujarat): Madam, | have heard the speech
of the hon. Finance Minister with attention.
I think he has given a little chutney...

SHRI AKBAR AL1 KHAN (An-dhra
Pradesh): Murabba.

SHRI DAHYABHAI V. PATEL:*

... to make the Bill, the taxation proposals a
little more palatable. Murabba, if you please,
if that makes it a little more palatable to you,
but on the whole 1 am afraid the Bill is not
going to serve the objectives with which the
taxation proposals were introduced. It is going
to be inflationary. There is no doubt about it.
The Government suffers from two misconcep-
tions. One is the litt'e improvement in
agriculture that has been noticed in the last
few years. They have taken it as if agriculture
in the whole country has improved
immediately. We hear the talk of a green
revolution. A large number of pamphlets have
been issued by the Government talking about
the green revolution. | see only a red re-
volution that is overtaking the country. Events
in Calcutta are very clearly indicative of it,
but Government seems to be absolutely
complacent about it. Where is the green
revolution? What percentage of the farmers is
able to use the new techniques, the new type
of seeds, the fertiliser, which is so necessary if
the new seed is used, and water for irrigation?
Many places in this country are without water
still. How is the agrculturist going to use the
new seed, the new technique and fertiliser for
this purpose? The Government's idea of what
is going to come out of the larger output from
agriculture, the notion that the Government
has,
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I think, is a little exaggerated. Even this year
North India, Punjab, was expecting a bumper
wheat harvest. 1 hope it does, because the
agriculturist needs relief, but in the last few
weeks we have seen such an unusual weather,
rains and hailstorm. Will the agriculturist be
able to gather all his crops? Is his hope of
getting so much extra income out of that going
to be realised? How much of the crop, which
looked so promising, has been destroyed by
the rains and hailstorm that occurred recently?
So, | think, this emphasis on what has
happened to our agriculture and of trying to
tax agriculture and agricultural land is a little
too much in haste, perhaps like »putting the
cart before the horse.

I need not say very much about the
agricultural wealth-tax, but | feel that in that
also there has been undue haste. Agriculture
may have improved and it may have been
better possibly for a few large landowners, but
the wherewithal necessary is not available in
this country. Where it is available,
Government interference at every stage makes
things more and more difficult. We are
supposed to be manufacturing tractors. 1 wish
the Minister would talk to some of the people
who try to manufacture tractors and they
would know what their difficulties are. At
every stage there is difficulty. Of course, for
those who import parts and assemble them
and pass them on as tractors manufactured in
India, it does not matter, but those who try to
manufacture things in this country suffer from
difficulties at every stage. What does
Government do about it? That is not the case
omy with the manufacture of tractors.
Everyone who tries to manufacture anything
in this country finds difficulty at every stage,
because of the changing policies of the
Government, because of the uncertainty of the
policy which is changing every time. Gov-
ernment realised perhaps the mistakes they
were making in their policy with regard to
textile mills and the burden of the sick mills
was becoming more and more a mill-stone
round their neck. They  realised that they
could |

[RAJYA SABHA]

Bill, 1969 2070

not bear the burden of it. So, they have given
a little sop to the textile industry. Some of the
textile people seem to be very happy about it,
but I do not know whether they have real
reasons to be happy about it. 1 do not think
this little relief is going to make any serious
difference to the textile industry. It has given
them breathing time. More mills would have
closed down as sick mills and the Government
would have had to face the situation of labour
clamouring about it and the burden of having
to take over the mills. So, the Government has
done a wise thing in giving them relief, but
the relief should not have been tardy. It should
have been in a little more measure, in a liberal
measure, so that the textile industry could
rehabilitate itself. 1 do not see that possible
under the relief that has been given.

We have lost a large export market for
textiles that we had because of this policy of
Government vacillating, not deciding and
changing every year. So, | am doubtful
whether the policy in the matter of the textile
industry is going to produce the results that
are expected. 1 certainly welcome the little re
ief, but | had expected it in a more generous
measure, so that the industry could do better,
the industry could revive and it could help
everyone else in this country.

The same is the case with other industries.
What can we do when Government cannot
make up its mind? The real difficulty is the
vacillating policy of the Government and Gov-
ernment's inability to take decisions. The Tata
fertiliser factory is an example of how delay is
costing the country so much and Government
does not seem to bother about it. It is not a
matter of economy or anything in a matter in
which this country is losing about a lakh of
rupees every hour with the delay on this
question. Every hour of every day and every
day of every year this country is losing a lakh
of rupees because of the Government's
indecision. The Government would not say:
"No, we are not going to have it." Then, of
course, the matter would be closed. But if
the
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Government is .going to have it, will it make
up its mind about it? This is the situation that
everybody in industry is faced with. Because
Tata is a known name, because the question
of this fertiliser industry is known, because
people have come to know about it, |
mentioned it. Talk to people in industry and
they will tell you the same thing. At every
stage there is delay, indecision and that costs
loss of so many man-hours, so many working
hours. The moneys that have been spent on
investigation and preparing projects, all that
is hanging about and the country is losing
interest and all that. Of course, unem-
ployment is there. Are we going to solve this
unemployment problem by this method of
indecision? Is the Government going to
collect more taxes by this method of
indecision? If Government were to take quick
decisions all these projects would come into
operation, Government would get taxes,
people would get employment and
Government would get taxes from' the people
who were employed. It is this policy of the
Government that is resulting in loss of
revenue to the Government.

The Finance Minister, before he sat down,
referred again to the question of postal rates. |
do not agree with the Finance Minister. |
believe the postal rates, the telegraph rates
and the telephone rates are the highest in this
country for such a poor service. We had a
postcard which used to go to any corner of
the country at the cost of the original quarter
of an anna, which is perhaps two paise now.
From that where have we gone? We have
now got the ten paise postcard. Have we got
improved service for that? We have not. The
same is the case with telephones. In the- case
of the telephone | must repeat the charge of
the greed of the Government that | have made
before. Government make a very heavy profit
on the telephones and the trunk telephones.
They make something like two hundred per
cent profit. Yet they stick to the monopoly
instead of allowing other people who know,
who are willing, who would even put up the
money if
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Government allowed them. If Government
would share the responsibility, we would get a
quicker expansion of the service and
Government would get more money. It is this
policy of the Government that is dodging us
and preventing the progress of the country.
Perhaps the Finance Minister himself cannot
take decisions on matters pertaining to other
Ministries, but today the Finance Minister is in
the position of Deputy Prime Minister also
which gives him a little more authority than he
would have only as Finance Minister, and
surely he can bring the Ministers together and
take decisions of this type which would help
the country to get more revenue which would
prevent loss of time, loss of revenue and
therefore prevent the inflation that is coming
in every year. Every year we have a fresh dose
of deficit financing, and this deficit financing
brings in its wake inflation. Therefore, when
we have inflation, the cost of living goes up,
and then we have demands for more al-
lowances for labour, very naturally. and from
Government servants, employees elsewhere,
everywhere, because everybody is today is
feeling the pinch of high prices, and 1 fail to
see anything in the Budget that is 'striking at
the root of this great disease that has overtaken
the Government and seems to be overtaking it
more and more. Therefore, | consider the
Budget and the Finance Bill disappointing. 1
would have expected the finance Minister,
who had listened to the criticisms in this
House and the other House, to 'have shown
some concessions to the smaller people. No
concessions have been shown particularly to
the middle class which has the difficulty of
getting neither dear-ness allowance nor
subsidies nor any fair price shop advantages
which Government servants or those in or-
ganised industry do get. J would have
expected him to give some relief to the
ordinary income-tax payer, the man who is a
small shopkeeper, the small salary earner who
has an income under Rs. 10,000 per annum. In
these days of high cost what is Rs. 10,000? If
a man has three or four children, how could he
maintain them
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if he has to give them a decent education?
Everything has gone up in terms of these
increasing costs. We must also look at it from
that point of view. | am afraid | cannot
characterise the attitude of the Finance Mi-
nister in this matter as sympathetic to the
smaller man. Government servants are
protected. Labour unions protect labour by
trying to get them dearness aliowance. It is
their right. I have no quarrel with that. That is
why labour unions are formed, and labour
unions carried on in right lines should
function that way and plead for an adequate
living wage to labour. But in spite of that I
feel even if they do there is a large class of
people in this country who cannot form a
labour union, the ordinary agriculturist, the
poor agriculturist. He is so staggered far and
wide all over the country that he cannot form
a union and say, "I will not cultivate
tomorrow". He has to cultivate. He has to look
at the sky and hope that rain will come, be-
cause while we have promised large irrigation
schemes and adequate water, how many
places are there where they have not yet
reached? How many of our schemes are half
way through? So the poor agriculturist and the
poor middle class man are very worse off after
this Budget. The Finance Bill gives them no
relief, the relief that most of us in this House
pleaded for and in the other House also
pleaded for.

I will say one word about the proposed
agricultural wealth tax. The Attorney General
was called in the other House. | do not propose
to suggest that he should be called in this
House also, but after that the Attorney
General's opinion leaves us in doubt. He said it
may be this way or it may be that way. | do not
know how we are better off. But certainly the
House and the country are worse off by this
that Government have found a new source of
revenue, and i use of large pressure perhaps
Government is going to make a small charge
this year, and other Finance Ministers, perhaps
the same Finance Minister, will again push it
up further
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when the Government needs it. What are
Government's needs? Government's needs are to
balance the Budget, nothing else. There are
other ways of balancing the budget. That the
Finance Minister also very well knows. Why
don't you put your public sector projects in good
shape? You are punishing the poor taxpayer, the
poor agriculturist, the poor middle class man,
whether he pays taxes v directly or indirectly,
because of the failure of the management of
your public sector projects which run into huge
losses. The talk of service that they give does
not appeal, does not convince me, and that is
also the modern thinking of some of the
socialist countries like Yugoslavia and others.
Therefore, it is time that Government took a
lesson from this. After all people are not going
to pay on indefinitely like this, and people are
not going to suffer inflation of this type year
after year. | am afraid the Finance Minister's
arguments in this matter are not convincing, and
I am sorry we do not feel at all happy about the
proposals made by the Finance Minister.

SHRT R.T. PARTHASARA-
THY (Tamil Nadu): Madam Deputy
Chairman, T rise to support the Finance Bill,
1969, and in doing so | would like to deal
with a provision or two that remain imbedded
in the Bill as well as the general economic
base on which our country's prosperity lies.

I was sorry to hear the Leader of the
Opposition, Shri Dahyabhai Patel say that he
feels disappointed at the Budget and the
Finance Bill as formulated by the Deputy
Prime Minister. | would on the other hand pay
a compliment to the Deputy Prime Minister
for having brought in a measure like this
which may well be described as a booster to
our economy. He, has braved the economic
storm and taken the wheel himself to steer the
ship in a safe but sure course in spite of the
opposition from within and from without. The
Finance Minister's objective has been clearly
underlined as one of faith in mixed economy
with the ultimate goal being
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the socialist fabric, and he has rightly chosen
to adopt the method of orderly and balanced
transformation. But his proposals have not
only made the rich share a heavier tax burden,
but he has also called upon a large section of
the rural populace to make a small
contribution to the national exchequer.
Whereas he has signalled to the rich
agricultural sections to pay a good dividend to
the Government, he has very unfortunately
continued to inject the drug calling upon the
ever suffering middle classes to sacrifice,
sacrifice and sacrifice. What is it thai has
made the opposition and others to indulge in a
concerted and concentrated attack on the
Finance Minister's taxation proposals? It is
particularly the one that leads to the levy of
excise duty on fertilizers and the levy of
wealth tax on agricultural holdings.

Madam Deputy Chairman, it cannot be
controverted today that the urban sector,
relative to its income, pays the highest tax in
India, whereas the rural sector fortunately has
escaped this burden for a very long time. The
Government of India, having invested crores
and crores of rupees on the development of
agriculture, what is it that it gets in return
from those that get the benefit from it?
Avowedly, the small farmer is not affected; on
the other hand the small fanner is exempted by
the Finance Minister from the operation of the
agricultural wealth tax. But if the large land-
holders, the richmen, do not want to pay may |
ask who else can pay and who else will pay?
Government has to find the revenue. And the
Finance Minister justifiably did the right thing
in imposing a wealth tax on large agricultural
holdings, which would ultimately equate them
with the property holders in the urban sector
as well. He has proposed a levy only where
the individual land-holder has Rs. 2$ lakhs of
wealth and where a joint family possesses Rs,
3| lakhs of wealth. Certainly, it does not affect
the common man or the poor agriculturist. If
you take the general average, only 1 per cent
of the total agricultural population of our
country comes under 3—10RSS/ND/69
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the purview of the agricultural wealth tax.

Let us pause for a while here. What is it
that motivated the Government to impose a
levy of agricultural wealth tax. Today there
are about Rs. 2,000 crores of additional
surplus of agricultural income in the hands of
the public and that has not been properly
channelised or harnessed. If this additional
amount of Rs. 2,000 crores is not channelised
or is not properly harnessed, then it will, in
the immediate future, have an adverse effect
on our general economic condition. It should
also be remembered that less than 20 per cent
of the agriculturists have a share of more than
60 per cent of Rs. 2,000 crores of profit, and
when they can well afford to pay, why should
they not be taxed is a question for the critics
to answer.

The criticism of the levy of an excise duty
on fertilisers has rent the air and the most
vociferous has been not only from this side of
the House but also from the other side of the
House. | for one do not subscribe to their view.
After all, as the Deputy Prime Minister very
rightly stated on an earlier occasion, what is
demanded of the small farmer is only Rs. 4 out
of every Rs. 134 that he expends on his own
agricultural holding with reference to fertiliser.
And when the fertiliser by itself as an input
has contributed in a treble or quadruple form to
the increased yield in his farm, what is wrong
in the Government asking even the small
agriculturist to pay 2 to 3 .per cent of his total
expenditure by way of a levy that the Finance
Minister proposes to collect from him for
fertiliser? | feel that even the small farmer
when he gets so much of benefit from the
fertiliser is bound to contribute in a small way
to the growth of our nation and the economic
wel- fare of our nation.

Madam, the criticism that has been levelled
against this levy is not based on economics
but I would say that it is politically motivated
by most of those who argue against this levy
on fertilisers.
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Madam Deputy Chairman, | have been  jnvestment whereby we shall be' able to get

appealing to the Deputy Prime Minister on
behalf of the middle classes persistently and
consistently and also insistently, and the
Deputy Prime Minister never gets tired of re-
jecting my appeals equally persistently and
consistently. May 1 once again repeat my
appeal to him and find out if there is a soft
spot in his heart so that that soft spot may
bring benefit to the large section of the middle
class people, the Government officers and the
low-income group? May | request him to
consider that he should accept the
Bhoothalingam Committee's Report by raising
the income-tax limit to Rs. 7,500? If he finds
any difficulty in that, may | ask him to raise
that limit from Rs. 4,000 to Rs. 6,000 at least.
This will, in a large measure, receive national
acclamation and at the same time will annul
the prohibitive cost of collection which bears
no net income to the Government ultimately. It
would also streamline the administration. | do
hope, when the Finance Minister replies to the
debate, he will consider my request, and not
reject it totally.

Madam Deputy Chairman, the Finance Bill
aims at our country's economic recovery and
industrial growth. The Bill has given a thrust
forward to our developmental programmes
and an incentive to augment production as
well as exports. It aims at realising a
production-oriented economy which is the
right way of approaching this complex
problem. Our attention should be focussed,
and rightly so, on the economic issues, and
therein lies the future welfare of our nation.

I would like to draw your attention to the
fact of our national income which at current
prices has doubled, having 1961 as the base
year. But at constant prices, the national
income increased by 25 per cent only. What is
necessary is that we should try to minimise
the gap between the two, and only when there
is no gap or when there is little gap, that will
be a signal for the prosperity of our country.
To achieve this, it occurs to me that there is
only one way, and that is to concentrate on
development

quick production results within a period of
three or fout years. Only then will our
economy be stabilised and it would get, what |
call, a forward thrust. This is the crux of the
situation and in order to rejuvenate our
economy our economic standard and order,
we should make our economy production-
oriented and quick-yielding developmental
programmes should be instituted forthwith.
The Finance Minister's measures go a long
way in achieving this end, and hence they
deserve our support.

Critics are hard on the Finance Minister for
levying both direct and indirect taxes. Whereas
the State Governments vie with each other in
de-ing an increased share of income from the
Central revenues they at the same time do not
want to impose any tax whatsoever. And |
attribute that the reasons are only political and
nothing else. When the resources of the States
are said to be rather poor and they do not want
the Centre also to increase taxation through the
proposals as initiated by the Finance Minister,
how else are we going to find finances for our
Plan and programmes? | would only request
that the States, instead of criticising, should
appreciate the position of the Finance Mi-
nister, and they should not take the position of
the younger boys leaving the elder brother to
get all the odium and themselves getting all the
praise and if that is the attitude of the States it
is nothing but what 1 would call a child's play.
Today we do not find men to speak for the
country as a whole; we find opinion reflected
on the floor of the House and outside
advocating the cause of the States. But | would
tell the hon. Members that it is the Parliament
of India that is the right forum from where we
should project the nation's image and only by
that can we build up the progress of the whole
nation, towards the realisation of which the
Deputy Prime Minister's Budget proposals and
the Finance Bill have come not too late.

Before | conclude, | would respectfully
invite your attention to the taxation
proposals of last year when 1
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had the honour of speaking on them. |
compared the Deputy Prime Minister to an
artful bowler, and this Budget and the Finance
Bill have revealed to the world that Mr.
Morarji Desai is not only an artful bowler but
he is a complete all-rounder who can bowl any
one and who will not allow himself to be bowled
by any one because he always plays with a
straight bat. In spite of insurmountable attacks
by the Opposition upon him he continues to
remain not out and hence | support the Bill.
Thank You.
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“The Farm has still not been able
1o work oul a proper crop pattern.”

U7 THFT TEAT FAE 2| FHA &

"It also raises the basic question
as to whether the site for the farm
was correctly chosen.”

T W A FRE 2, 4% 9F 8
f am & 9y f7 7 9 & 47
H—

“A comprehensive flood protec-
tion scheme has yet to be worked
out thirteen years after the farm
has come into existence.”
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“The arrears represenl

nearly
667, of the farm’s annual

income
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“There is a wide variation bet-
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der some of the Principal Heads of
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“There is scope for improvement
in the technique of estimation by
the Tax Planning Cells in the
Boards of Direct Taxes and In-
direct Taxes.”
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to secure compliance with the terms
of the Purchase Order and recover
adequate compensation from (heir
regular suppliers for breach of con-
tract.”
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SHRI M. M. DHARIA (Maharashtra):
Madam Deputy Chairman, when several
serious problems like poverty, unemployment,
education, housing, water scarcity and several
minimum needs required for human beings,
are confronting this country, | fail to
understand how it will be possible for our
Government to meet these challenges with the
present economic policy which is nothing but
a status quo policy. Until and unless we
accept the path of a dynamic change in our
economic policy, |
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am afraid, it will not be possible not only to
solve these problems but even to save the
democratic institutions and the democratic
path that we accepted in our country. Madam,
I have decided today only to confine myself to
the taxes that are levied on fertilisers. When in
this country we have been saying that soon
there will be a green revolution, that this
country has already started in that direction, |
feel that this Duty on Fertilisers is a red signal
and a red light when we should take this
country towards a green revolution. | feel that
the Government, as it has sympathetically
considered in the case of the duties that were
levied on power pumps, should also have
sympathetically considered the duties that are
levied on fertilisers, So far as the wealth tax
on agriculture is concerned, | would make my-
self very clear that | welcome the move of the
Finance Minister of levying a Duty on
Agricultural Wealth. Wherever wealth is
accumulated, whether in the rural sector or in
the urban sector, whether by the industrialist
or by big farmers, having regard to the various
problems of this country, if they are to be
solved, the Wealth Tax shall have to be
accepted. Therefore | welcome the move of
the Finance Minister of having a tax on
agricultural wealth but at the same time | am
here to record my protest and my opposition
towards the continuance of these Duties on
Fertilisers. It is being argued that if some other
sources are made available., we are prepared
to reconsider this decision. Here | feel that the
Government have failed in understanding the
economic problems and the economic
solutions that are at the disposal of the Gov-
ernment under even the democratic
constitution that we have and from that point
of view | feel that the Government should
have reconsidered these duties of fertilisers.
Fertilisers are not only being used by rich
farmers but they are being used by the poor
farmers also. | know the Konkan area very
well. The Finance Minister knows every
taluka and even every village. In all those
areas there is no irrigation. Land ceilings have
been properly implemented in the Konkan
area. There
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are no rich farmers but almost all the farmers
have taken to fertilisers. That is my personal
knowledge and they are all depending on the
rainfall. If the rainfall does not properly fall
in time, many times ihe whole crops are
burnt because they have gone for high-
yielding varieties and they have been using
these fertilisers and they are the worst
sufferers if rainfall is not there lor the crops.
Under these circumstances to say that it is
only the rich farmers who will be the
sufferers if these duties are levied is not
correct. Besides, if we look at the various
disposals and purchases of fertilisers, it will
be seen that in Maharashtra, Mysore, Gujarat
and Madhya Pradesh where the irrigation is
hardly 12 per cent, or below, they are the
best possible buyers of fertilisers. So it is
used not only in such areas having irrigation
and it has gone to all the corners of the
country and we should be proud of it. With
the new science and technology...

st A%t T (gfeamm) o i,
ST, FT R W FWF E 7

SHRI M M. DHAR1A: | come from a
poor family. My brother himself is an
agriculturist. I am an advocate.

st A®Y W ;I AT TR AT,
g9 T "aE A qer fF oum Fuw
T, Fifs F=A1 ad A Fal
qg FHIY AW H AZ AT 2

SHRI M. M. DHARIA: May | tell my
friend thai | am an advocate but my brother
himself is an agriculturist. 1 am concerned
with agriculture. Because | am an advocate |
cannot go for agriculture but my house, my
family is concerned with agriculture. So |
know the problems of the agriculturist. 1 am
proud that | am from a family of agriculturists.
My point is, it is not only the irrigated lands
but unirrigated lands are also using fertilisers
and the new science and technology are being
accepted by the villages. So far as the prices of
fertilisers are concerned, you kindly have a
look at the tremend- !
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ous rise in the prices of fertilisers. In 1965-66
ammonium sulphate was Rs. 1,800 per tonne
in 1968-69 it is Rs. 2,400 per tonne. Urea has
gone up from Rs. 1,396 to 1,870 Potash has
gone up from Rs. 505 to Rs. 808.
Superphosphate—of course they are in
pounds—has gone up from 1,321 to 2,077. So
if we look at the steep rise, the prices have
gone up from 100 to 150 or 160 per cent, and
thai way, in some cases they have gone to
nearly 200 per cent. So, in this light, when the
prices have gone up and particularly when we
have to compete in the world, this House may
be surprised to know that our prices of
nitrogen fertilisers and phosphate fertilisers are
the highest in the world. If we compare
ourselves with the USA, Germany, France and
even with Pakistan, the House will be sur-
prised to know that in India, in American
cents, the prices of nitrogen fertilisers are 36
cents, per kilo and in Pakistan it is 15 cents per
kilo. So far as phosphate fertilisers are con-
cerned, the prices are 34 cents—American
cents—per kilo and in Pakistan they are 18
cents. Potassium fertilisers are 10 cents here
while in Pakistan they are 6 cents. So it is for
these reasons, namely, that the prices have
gone up, that the farmers have recently started
using fertilisers, that these Duties are bound to
discourage particularly such farmers who are
having their farming not on irrigation but on
rainfall. So from this point of view | oppose
these duties on fertilisers.

Besides when the Government argues that
there are no other resources available to the
Government, | fail to understand whether the
Government has taken any care to look at the
other resources that could be available. Take
the Wealth Tax. The. corporate sector in this
country was brought under the Wealth Tax but
that was afterwards removed. | make a
demand today that the corporate sector should
be again brought under the Wealth Tax and
right from 1 to 3 per cent, if they are properly
taxed on a slab basis, an amount of Rs. 50
crores—that amount which would be
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pnn M. M. Dharia.J available from the duty
on fertilizers —would be available to the
Government. | would draw the attention of the
House to the Death Duty. Has not the time come
in the country to decide and to prescribe what
should be the maximum Wealth that a person
should inherit? Today if I am born in a rich
family, | inherit all the property except that
amount of taxes which are not much. I make a
plea to the Government that Death Duties
should be such as would not allow anybody to
inherit more than the prescribed ceiling on
property. There should be a ceiling in the urban
areas, in the rural areas and there should be a
ceiling for agricultural properties and there
should be one for the urban properties and no
individual in the country should be entitled to
inherit property which he inherits today, to the
tune of crores and crores of rupees. Why s it
being allowed? In the democratic set-up of ours,
if one is to get all possible opportunities because
he is born in a rich house, how can we say that
it is democracy or socialism. So, from this
point of view why these sources are not being
tapped?

Then, Madam, coming to black money, |
have been insisting on the hon. Finance
Minister—and here | would like to clarify to
this House that when | say "hon. Finance
Minister" | mean the Government; it is not an
individual, and whatever | have to say, it is
against the Government and not against any
individual—I have been insisting on
Government since long that black money is
invested in huge properties. If the Government
takes into consideration the property deals of
the last fifteen years involving amounts of,
say, five or ten lakhs of rupees, and have
investigations into those property deals—all
property deals are registered because they are
by way of deeds and therefore the prices are
noted—matters will come to true light, and |
know of several transactions where the real
amounts— the properties are worth lakhs of
rupees—where the real amounts have not been
shown in those property deals. A property worth
two crores of rupees is only shown as forty lakhs
of rupees And here the Government can come in.
Government can catch hold
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of those properties and Government can have a
proper assessment of them. Even under our
present Constitution Government can say, "Yes,
these are properties of which you have not
shown the proper price." Either their proper
price should be shown and that large amount
should be properly taxed, or Government
should take owver such properties at the
registered prices and Government should auction
such properties. That way, crores of rupees will
become available at the disposal of
Government. Instead of taking such rigorous
measures | fail to understand why the
Government should come in the way of the poor
agriculturist, who is just turning a new leaf and
is just enjoying a better life—the green
revolution for him has just started—with this
levy on the fertilisers that he uses in agriculture.
If this fertiliser is made available to him tax-
free at this stage when the green revolution has
just started, | have no doubt that the
agriculturists would be able to give a new turn
to the whole Indian economy, and at the same
time it will be possilble for the Government to
unearth the black money which is that way
hidden in those property deals.

Then, Madam, coming to other aspects, may
I quote some instances? Take for example the
molasses in the sugar factories. It is a
controlled article, and its price is seven rupees
per tonne. The hon. Government may rectify
me if | am wrong in my information that it is
seven rupee per tonne. Now, if molasses is
decontrolled, several by-products are possible
to be manufactured by the svjgar factories, and
then the price of sugar also can come down.
Then the Government can also have the
additional cess derived from them.

May | speak afterwards, Madam?
THE DEPUTY CHAIRMAN: You can

finish it now if you can do it in another five
minutes.

SHRI M. M. DHARIA: |
speak afterwards.

THE DEPUTY CHAIRMAN:
You won't have more than five minutes now.

shall
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SHRI  M.M. DHARIA: If you
want | will finish just now and in only five
minutes.

SHRI  AWADHESHWAR  PRASAD
SINHA (Bihar): Madam, let him speak after
the lunch break. It is time for lunch
adjournment. Let him speak even for ten
minutes after the lunch break.

SHRIMATI LALITHA RAJA-GOPALAN
(Tamil Nadu): Madam, we are feeling hungry.

THE DEPUTY CHAIRMAN: All
right, you may speak after lunch. The House
stands adjourned till 2 p.m.

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

The House reassembled after lunch at two
of the clock, THE DEPUTY CHAIRMAN in the
Chair.

SHRI M. M. DHARIA: Madam Deputy
Chairman, | was pointing out to this House that
various avenues of resources were open to the
Government and if proper efforts are made in
the proper direction it would not at all have
been necessary to tax fertilisers as they are
proposed to be taxed now. | was also referring to
the decontrol of molasses. | was really surprised
to see the other day that the Governors of our
country were allowed to import wines from
foreign countries, that too tax-free. When this
country can produce such wines | fail to
understand why such wines are being allowed to
be imported from foreign countries.

THE DEPUTY CHAIRMAN:
Wines by Governors?

SHRI M. M. DHARIA: Yes, | read in the
papers the other day. It was in reply to a
question in the other House it had been stated
that wines and liquors worth hundreds of
thousands of rupees were allowed to be
imported by Governors tax-free.
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So far as prohibition is concerned, this is
not the forum to discuss that. | can understand
the policy of the Government about that but in
this case when we are manufacturing such things
here why should we allow such wines and
liquors to be imported? If ihe molasses are
decontrolled and the sugar factories are allowed
to produce by-products, that will bring down
the price of sugar and it is possible for the
Government to have additional revenue from
the sugar factories in the country. | should like
to say here that the time has come when we
should pay more attention to rural development.
We can have a special cess on the electricity
that we consume in this country. We can have a
special cess of 1 per cent, and earmark the
proceeds from this cess for rural development
and I say it will be possible for the Government
to get nearly Rs. 50 crores which can be spent
for rural development purposes.

So far as the financial institutions are
concerned, may | make it very clear to the
House that our quarrel is not with the
expression we use? Whether it should be
nationalisation of banks or it should be social
control of banks, is not the quarrel. What we
want is additional resources for the achievement
of our social objectives and from that point of
view | would like to urge on the Government
to again examine how these banks and their
credit facilities are working in this country.
When we see in cities like Delhi we can afford
to give Rs. 50 lakhs from the LIC funds for the
construction of a building for the Hindustan
Times and such other things, is it not possible
for us to divert these amounts for more
productive purposes in this country? Can't you
have a proper vetting of such schemes? That is
the whole issue. So my submission to the
Government is that we want these financial
institutions to function for the achievement of
our social objectives. Morarjibhai was
described as an all-round cricket-ter. 1 know he
is a good all-round cricketer. But today in this
country | find that the Government Ministers
are functioning like fielders and the
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[Shri M. M. Dharia.]

batsmen are the monopolists of this country.
They have their bats of monopoly in their
hands and whether the balls are googly balls
or otherwise, they have been batting so well
that they have been adding to their mono-
polistic empires and getting away with runs
like anything. That is the main point. If
Morarjibhai was an all-round cricketer he
should also be a good bowler and | would
like him to send such balls against these mo-
nopolists whereby their monopolies would be
curbed.

SHRI MORARIJI R. DESAI: There will
also be Bradmans against the best of
bowlers.

SHRI M. M. DHARIA: My difficulty is
there should be some good bowlers who can
properly hit against these batsmen and take
their wickets. That is the whole tragedy of
this country. So far as the financial insti-
tutions are concerned—whether they are
nationalised or brought under social control,
whatever may be the word used—the point
is whether we can make their funds available
for the achievement of our social objectives
and my point is that it has not been possible
for the Government to do that and | would
like to urge on the Government that they
should see that these funds become available
for this purpose.

Several other suggestions have been made
in regard to finding of resources. We have
the import and export trade. Here again if we
use the word 'nationalisation’ it will be said
that we are dogmatic but that is not the point
here. We are all aware that nearly Rs. 400
crores are being gained by these permanent
houses of import and export. | can
understand the industrial houses themselves
making their own efforts in foreign countries
to create and improve the markets for their
products but these established import and
export houses and the stevedore companies
without doing anything—because they are
the original houses—carry away all the pro-
fits and it is there the under-invoicing, over-
invoicing and all these problems '

arise. If this country needs more resources,
instead of tapping such sources why is the
poor farmer being taxed and why is he
burdened with this levy of tax on  fertilisers? |
say the farmers should be given more and more
amenities; they should be given more and more
facilities. I do not want to take more time of
the House. There should be proper direction in
such matters so that we can have our social
objectives fulfilled and this politics of
commitment very rightly put in the AICC
Resolution is the need of the hour. Are we
prepared for that? When we say all these
things we are branded as extremists, com-
munists and all  that. It is not so. What we
are urging is the fulfilment of our own accepted
programmes and policies and if for urging for
the implementation of such programmes and
policies | am to be branded as communist or as
anything else | am prepared to get branded by
any name the people may like to have. | would
have no objection to it whatever. Therefore
my submission to this House is that it is not
a question of branding somebody; it is not a
question of using some words but the main
problem is having regard to the various
problems of this  country should we not be
alive to those problems, responsive to those
problems and should we not be responsible in
our task? Madam Deputy Chairman, | have got
a feeling that the coming generation is going to
be absolutely frustrated. They are
youngsters who are just being thrown into the
valley of frustration. This year more than 24
lakhs of students have already appeared for the
SSC and Higher Secondary examinations and
out of these 24 lakhs of students about 4 lakhs
will go to the colleges and 2 lakhs will enter the
professions of their parents and the rest of 18
lakhs of students of the age of 15t0 17 years
will be thrown into the valley of frustration.
They are educated up to matriculation and in
the next five  years to come nearly a crore of
such youngsters wii! be loitering in the streets
of our country. What will they do?  Why
should they have any respect for democracy?
We function in a democratic set-up and
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to implement these programmes is a very
difficult task in a democratic set-up. We
cannot function like dictators. Under these
circumstances ] feel that as representatives of
the people our task, our responsibility is much
greater than is other countries where
dictatorship  prevails. Therefore my
submission to the Government is this. Time is
running short and our younger generation is
absolutely dissatisfied and frustrated. There
are several problems to be solved and if
vigorous methods are not adopted, and if
dynamic economic policies suitable for the
formation of democratic socialism in this
country is not immediately implemented, the
country is not going to wait, the people are not
going to wait and the whole democratic set-up
that we have in this country will be in danger.
Therefore | would have to urge on the
Government that this status quo policy as we
see it reflected in the Finance Bill is not going
to solve our problems. This Finance Bill, this
Budget forms part of the Fourth Five Year
Plan. This is the first year of the Fourth Five
Year Plan. The other day in reply to a ques-
tion of mine it was stated that to solve the
problem of housing in this country Rs. 33,000
crores will be required. This is the reply given
by the Minister of Housing to my question.
Now, if Rs. 33,000 crores are required for sol-
ving the problem of housing alone, several
such crores of rupees will be required for
solving so many other problems and from that
point of view can we afford to go in this status
quo manner? That is the whole problem today
which is being faced by us and that we have to
solve. Jt is in that spirit that | would urge and
insist again in this House that by this method
it will not be possible for us to solve the
problem. Again, | would insist and request the
hon. Finance Minister and the Government to
reconsider the tax on fertilisers. | would like
him to come with a revised Budget, after
considering several proposals which | have
made and which he is also aware of. Let there
be taxes where they should be taxed, but let
the farmers, who have accepted the green
revolution and who have
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been accepting new science ana tecn-nology,
have more and more advantages. Let them
have more and more freedom, so that their
fear in the mind is not retained as it is being
retained today. That is my submission. | am
sure the Government will reconsider the
whole situation and that the red light will be
put out and there will be a green light and a
green revolution. Thank you.

SHRI BABUBHAI M. CHINAI
(Maharashtra): Madam Deputy Chairman, at
the outset, 1 would like to congratulate the
Finance Minister for having given a number
of tax incentives by way of extension for an-
other five years of the tax holiday for new
industries established during that period,
continuance of the development rebate for
another five years, raisins die amount of tax-
exempt dividend from Rs. 500 to Rs. 1,000
and exemption of 40 per cent income of
companies for the supply of technical
knowhow to Indian business. However | am
afraid that these marginal benefits will not
give the economy the kind of boost that it
needs. Even the incentives, if they are to be
meaningful, should be significant enough to
influence business decisions. | do not
understand the reason for limiting the
concession on income for supply of technical
know-how to companies alone. Certain tax
concession is given lo income derived by
Indian companies for supply of know-how ab-
road. Even here the concession should be
available to both the corporate and non-
corporate assessees. Similarly, the concession
given to authors, playwrights, artists, etc., in
respect of their foreign income brought into
India should apply to all professions. The
basic idea, after all, is to encourage the
earning of foreign exchange whosoever does
it should get the incentive.

The incidence of tax on income between
Rs. 10,000 and Rs. 20,000 has been raised.
Tax on registered firms has been introduced
on income between Rs. 10,000 and Rs.
25,000. These impositions are very burden-
some. Government should, in fact.
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[Shri Babubhai M. Chinai.] have provided
some relief to middle-class tax-payers, in
view of rising prices. So far as the tax on
registered firms is concerned, it should be
done away with, as recommended by Shri
Bhoothalingam and also earlier by the Law
Commission because it is an unwarranted
levy. In any case the professional firms should
not be taxed as those in professions are
debarred from forming companies. For the
last two years the Finance Minister has been
placing a lot of emphasis on making penalty
provisions more and more stringent. | am one
with him so far as the objective of checking
tax evasion and ensuring compliance with tax
laws is concerned. Even if the law is
unreasonable, | would expect the citizens to
obey it and the authorities to enforce it. At the
same time | would expect that the law is not
unreasonable either. Penalties for tax evasion
should no doubt be stringent. But at the same
time, they should be commensurate with the
offence. This year maximum penalty, equal to
100 per cent of wealth, has been prescribed
for failure to file returns in time. Is it
justifiable? Will it not bring many honest
assessees to ruin? We are...

SHRI MORARIJI R. DESAI:
How will an honest assessee come to ruin?

SHRI BABUBHAI M. CHINAI:
Suppose a person has a wealth of Rs. 1 lakh
and Rs. 10,000 is the tax or Rs. 5,000 is the
tax. Hundred per cent will be the penalty on it.

SHRI MORARIJI R. DESAI: Minus the
exemption. One lakh is exempted in wealth.

SHRI BABUBHAI M. CHINAI:

We are living in a democracy. The penalties
for defaults must be reasonable, equitable,
justifiable and commensurate with default.
The penalty should be based on tax evaded
and not the amount of net wealth assessed. |
can foresee a time when the statutory
minimum penalties will be so much out of
proportion that the De-
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partment will find them unmanageable.
Moreover, since certain discretions are

involved, increasing temptation for corruption
cannot be ruled out. The other changes in the
direct taxes are procedural. But | do not think
they are deserved or desirable. For instance,
changes in the advance tax procedure. Nobody
ever complained about the existing procedure.
Government could have no grudge either since
there was no leakage of revenue. Where was
the provocation then to introduce all kinds of
changes in the advance tax system? There is
neither simplification, nor rationalisation.
Such changes must be avoided. And then why
introduce them in the Finance Bill? After all,
the amendment Bill is shortly to follow. These
provisions could be there, so that they should
be considered in detail. 1 am avoiding the
technical details because in this matter 1 am
opposed to the basic approach and attitude.
Such changes act as pin-pricks, which do
good to none.

Indirect taxes on sugar and petrol have
been increased. These taxes add to the heavy
burden on the middle-class. Besides, taxes on
cigarettes, electric fans, domestic electrical
appliances have squeezed the family budget
and hurt the middle-class. The incidence of ad
valorem taxation on free sugar is of the order
of Rs. 40 per quintal. So long as this impost
continues, sugar will be expensive to the
people. No doubt, as regards cement the
Finance Minister has announced certain relief,
but it is not enough. Due to conversion from
specific to ad valorem the increase was Rs.
3.30 per tonne, but the relief announced is
only Rs. 1.86. There is still a gap of Rs. 1.45.

Then, again, the relief announced in the
Budget proposals in respect of jute goods and
tea is inadequate. Both in respect of jute and
tea India is gradually but steadily losing the
export market in favour of Pakistan and
Ceylon, respectively. The situation can be
remedied by a further relief in respect of
commodities. Our export policies should be
directed to-



2107 Finance

wards the promotion and growth of trade than
towards .revenue collection.

Then, there is the controversy regarding
wealth-tax on agricultural property. When the
Finance Minister announced this levy | was very
happy about it. I do not understand why he has
modified his proposal. Unfortunately it seems he
has succumbed to pressures. | am not sure how
far the relaxation will help real agriculturists. To
my mind, it is the most undeserved concesion
to industrialists-turned-farmers, Ministers and
politicians, who have played the game of tax
avoidance in the garb of agriculture. If you
want, | can name them also. As regards the
levy on fertilisers there is a good lot of criticism.
I am personally of the view that there is no
ground for the apprehension that the tax would
inhibit the use of fertilisers. If agricultural
production is to expand and the benefits of
agricultural production are to be realised even
by producers themselves, a great amount of
development of the infra-structure is
necessary. In this context those who are
benefiting today have the responsibility to share a
part with the Centre so that the green
revolution spreads throughout rural India.

As regards textile industry, | am glad the
Finance Minister has given some relief in
excise duties on cloth and yarn, but he has not
gone tar enough. What is more, the introduc-
tion of ad valorem system of excise duty on
certain  varieties of cloth will cause
complications and lead to a distortion of
production pattern, especially as the incidence
of duty jumps up from 1\ to 15 per cent on
cloth valued above Rs. 2.50 per sg. metre. It
would have been better and more practical had
he introduced this system on a slab basis as in
the case of income-tax, so that the higher the
value of cloth the greater will be the incidence,
and the progression from one slab to the next
will be gradual. I am happy that the industry has
been included in the list of priority industries
for higher development rebate. But the
development rebate at the
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higher rate of 35 per cent should last at least
for a term of five years so that the industry has
time enough to modernise. Moreover resources
have to be found for the same. The textile
industry has been passing through difficult
times. It would be desirable if the industry is
included in the list of priority industries for
the purpose of 8 per cent deduction in the income
assessable to tax.

Although I would be digressing a little from
the provisions of this year's Finance Bill, 1 must
draw the attention of the Finance Minister to
the difficulties created by Section 40A(3) of the
Income-tax Act introduced last year but which
has come into effect this year from 1st April.
This is regarding payment by cheque in respect
of expenditure over Rs. 2,500. This is
unworkable if it is applied to transactions in
commodity markets like grain and cotton.
How can you expect small illiterate traders to
always deal through cheques? Where do you
have the facilities? Where is the training and
education? There is panic all round in the
trade and it is genuine. After all why should
expenditure be not allowed deduction if the
assessee proves it as genuine—just because
payment has not been made by cheque?
Cheque transactions can take place only
amongst parties of long standing and known to
each other —not amongst strangers. | can under-
stand applying this provision to general
expenditure but not to purchase and sale of
goods in the ordinary course of business. For
the time being my suggestion is that
application of this provision should be
deferred. The officers concerned with the draft-
ing of the Rules should discuss the problems
with the representatives of trade with an open
mind and should make on-the-spot study of the
market mechanism before making their re-
commendations. Our object is to ensure due
collection of taxes. To my mind the effect of
this provision would be just the reverse. Small
as-sessees will be driven away from honest and
accounted business on account of the
complications involved in the same. It is very
essential that
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[Shri Babubhai M. Chinai.] in such matters
we take into account commercial expediency,
available banking facilities etc. This was what
the Finance Minister promised when he
introduced the  provision last year.
Government must give a fresh look to this
provision and the Rules, and take care of
avoidable hardships.

I do not understand why the Finance
Minister should have abruptly announced the
proposal of ceiling on urban property during
the discussion on the Finance Bill. | wonder if
it was the proper time. The question of ceiling
on urban property is not as simple as that.
Ceiling on agricultural land has a long history,
as ancient as the hunger for land. Perhaps, it
may be argued, though | do not agree with the
argument, that agricultural land is limited and
therefore it must be fairly allocated. Such is
not the case with urban property because
vertical expansion is possible. The availability
aspect is not there. This is one of the several
issues connected with this proposal. 1 would
insist that the proposal, if any, be thoroughly
thrashed out before taking any final decision.

I would just sum up by saying that the
Finance Bill contains  well-intentioned
provisions but there is scope for improvement
and change for the better and the opportunity
for the same should be fully utilised in the
light of the suggestions that have come up.
Thank you.

SHRI K. CHANDRASEKHARAN
(Kerala): Madam Deputy Chairman | rise to
oppose this Bill, and my first submission,
Madam, is that we should really try in the
coming years to have a holiday so far as fresh
taxation is concerned. Madam, | would also
suggest that it is time that we think of a
holiday in regard to fresh legislation also
because so far as legislations which have
already been enacted are concerned, so far as
taxes which are already covered by the Statute
Book are concerned, we find. Madam, that
there is non-implementation of legislations,
there is non-collection of taxes. Income-tax is
in arrears to the extent of Rs. 84 crores. The
total taxes in arrears come to '
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about Rs. 300 odd crores. In this state of
affairs there is no moral right on the part of
the Government to come in for fresh taxation
and increased taxation. This House should
know from the hon. Deputy Prime Minister
how much of the taxes in arrears, income-tax
and other taxes, are proposed to be really
collected during the current year. The hon.
Deputy Prime Minister was stating that
machinery has been thought upon for the
purpose of expediting the collec-t:on of these
tax arrears. To what extent that machinery is
going to cost the taxpayer this House must
know.

We find, Madam, that in the registers of the
unemployed kept officially by Government
the present number of unemployed as
registered in ihe country comes to 20 million.
It is a very huge figure. The apportionment
and the appropriation of the taxes that,are
collected have not contributed in any measure
to a decrease in unemployment. We find that
as the population grows the figures relating to
unemployment also grow.

Another very disquieting state of affairs is
projected, Madam, in the figures relating to
capital formation in the country. The rate of
growth of capital formation has never kept
pace with the rate of growth of population and
after the Third Five Year Plan when we were
having only these Annual Plans, the figures
indicate that there has been in some measure a
stage of stagnation so far as capital formation
in the country is concerned.

The most controversial provision contained
in the Finance Bill is the proposed levy of tax
on the capital value of agricultural land. | have
no doubt to submit initially itself that from the
economic and social point of view, from the
point of view of a welfare State, from a
socialistic point of v'ew, a tax of this nature
should be imposed either by the Central
Government or State Governments concerned.
My only doubt, Madam, is whether in the
existing state of affairs as seen by the entries
in the Union and State Lists in the Seventh
Schedule to the
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Constitution, this tax could be levied by the
Central Government. The Note that has been
given to us contains no doubt the valued
opinions of the previous Attorney-General and
of the present Attorney-General. 1 am aware
of the fact that both have agreed thai in view
of article 248 of the”Constitu-tion read with
Entry 97 in List | of the Seventh Schedule, the
residuary power is vested in the Central Gov-
ernment and therefore this could be levied.
But I submit that in view of Entry 86 and the
wording of Entry 86, the residuary power that
is contained in Entry 97 and article 248 of the
Constitution may not be available, because
Entry 86 specifically slates that taxes on the
capital value of the assets, exclusive of
agricultural  land, of individuals and
companies, are alone to be levied by the
Central Government. And Entry 82 relates to
taxes other than agricultural income. In the
State List, Entry 46 relates to taxes on
agricultural income. And Entry 49 deals with
taxes on lands and buildings. This Note that
has been given to us proceeds on the assump-
tion that although from Entry 86 agricultural
land is excluded, there being no corresponding
entry in relation to tax on the capital value of
agricultural land in any of the items contained
in the State List, it can be taken that in view of
Entry 97 in list | and article 248, there is the
residuary power in the Central Government.
My submission, Madam, is that this is not at
all correct. It is not as it that tax on the capital
value of agricultural land is excluded from the
purview of the State List. We have got under
Entry 46 taxes on agricultural income, and we
have got under Entry 49 taxes on lands and
buildings. About the tax on lands under Entry
49, it has been held by a decision of the
Madras High Court last year and then again by
a recent decision of the Supreme Court that
that tax can be levied based on the capital
value of the land, so that it seems that tax on
the capital value of agricultural land and tax
on agricultural land computed or based on the
capital value of such agricultural land loses all
its distinction, and by virtue
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of losing ail that distinction, if tax on
agricultural land computed or based on the
capital value of such agricultural land is
clearly brought within the ambit of Entry 49,
my respectful submission before this House is
that the Central Government has no power to
levy a tax on the capital value of agricultural
land, because under Entry 49, the States have
got the power to levy taxes on agricultural
land computed or based on the capital value
of such agricultural land.

Madam, | may bring to your notice that
recently the Government of the State of
Kerala had appointed a Taxation Inquiry
Committee under the Chairmanship of Dr.
Thavaraj, and the Thavaraj Committee has
gone into this aspect and has recommended to
the State Government that tax on agricultural
land in the State based or computed on the
basis of the capital value of such agricultural
land could be included within the scope of
fresh taxation thought of or to be thought of
by the State Government.

Then, Madam, | am not sure...

THE DEPUTY CHAIRMAN:
Your time is almost over. Your party has got
only 15 minutes.

SHRI K. CHANDRASEKHA-
RAN: | know that. | will take five minutes
more.

THE DEPUTY CHAIRMAN : Yes
take it.

SHRI K. CHANDRASEKHA-RAN: Then,
Madam, | do not know what effect this tax
might have adversely on the agricultural
income-taxes collected by the State Govern-
ments. Many of the State Governments are
having a law relating to agricultural income-
tax. This particular tax and this enactment
may lead to a large-scale fragmentation of
agricultural lands with a view to escaping
from the effects of this taxation and that, in
turn, may adversely affect the agricultural
income-tax  collected by the  State
Governments also, so that it
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[Shri K. Chandrasekharan.] would have been
better on the part of the Centre to suggest the
collection of this tax even, if it is feasible
under the law by the various State Governments
concerned.

It has been stated, Madam, that the
plantations would be hit by virtue of the fact
that labourers' quarters, hospitals intended for
the labourers and creches for labourers'
children are not brought within the exemption
of clause 24. | would only state that it is a
matter which may require examination.

Then, one more thing | may say with regard
to this tax and that is that | have got an
apprehension about the fairly-knit and the fairly
well-functioning Income-tax Department —by
and large we are proud of the fact that the
Income-tax Department is a department
wherein to corruption has not eroded—and that
is whether the levy of this tax and the entrust-
ment of the realisation of this tax to the
Income-tax Department—which would in turn
mean a very enlargement of the staff of the
Department —would not contribute to great
delays in the computation of the capital value
of agricultural lands and, in turn, to
corruption. Whether the State Government
realises this tax or the Central Government
realises it, the possibility of corruption is
there. 1 am more afraid of the fact that this
corruption will affect the officers of the
Income-tax Department and that will in turn
affect the realisation of the tax under the
Income-tax Act as it stands at present, which
means that there will be difficulty caused on ac-
count of that in the entire Department.

Madam, the hon. Deputy Prime Minister
stated with reference to the provisions regarding
advance income-tax that a Notification is
proposed to be issued with regard to certain tea
companies, etc. But my objection is to the
reduction of four instalments to three in
respect of all income-tax payers whose income-
tax returns end with 31st December. 1 would
submit, Madam, that this is a clear case of
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discrimination which is likely to be hit even
by the provisions of article 14 of the
Constitution because there is absolutely no
reasonable classification at all. Take the case
of two persons who are entitled to submit their
return for the income-tax year ending 31st
December and 31st March respectively. There
should not be a discrimination in favour of one.
While one is being given the advantage of
four instalments, the other is being given the
advantage of three instalments only. My
submission, Madam, is that this is certainly
unfair so far as the particular classes are
concerned.

Then, Madam, reference was made in the
course of this debate to two matters. One is
regarding fertiliser factories. | have absolutely
no doubt to command to the hon'ble Deputy
Prime Minister the need for the establishment of
fertilizer factories only in the public sector. | am
not happy Madam, over the way in which
some of our fertiliser factories are functioning. |
do not want to name them because there is
absolutely no time. But entrusting such a great
public requirement in the country, such a great
premier ingredient of the ‘Green Revolution' as it
is known today, should never be in the hands of
a private agency, and | submit, Madam, that
the proposed fertiliser factories should be
established in the public sector.

THE DEPUTY CHAIRMAN: Now wind
up.

SHRI K. CHANDRASEKHARAN: One
more thing that was referred to in the course
of the debate was that there was absolutely no
need for a ceiling on urban property because
there is possibility of vertical expansion. It is a
rather intelligent type of argument, no doubt,
but more than the need for a ceiling on
agricultural property, today the need is for impo-
sition of a ceiiing on urban property.
Everywhere, so far as property holders are
concerned, property owners are concerned,
property possessors are concerned, there is
congestion in
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almost all the cities of this country, and
therefore a ceiling on urban property should
be introduced.

I shall just submit one more point and |
have finished, Madam. It is a reference in
newspaper reports with regard to the position
of the Madras Surgical Instruments factory. It
was amazing, Madam, to read that this very
important factory in the public sector has been
producing to its optimum capacity during the
last three years, but not even 2 per cent, of the
surgical instruments produced in that factory
have been sold so far. It is a most disquieting
state of affairs which requires an immediate
probe. We are not importing so much of
surgical instruments but where is it that the
surgical instruments that are required by our
hospitals are coming from? The press report
also states ihat what is produced in the Madras
Surgical Instruments factory is quite up to the
mark, and yet only 2 per cent, of three years'
production have been sold out. This is the
state of affairs with regard to most of our
public sector industries. The way they are run,
the way they are managed, makes a most
disquieting state of affairs so that even a
convinced socialist may think in terms of the
private sector. | do not know whether the
Government's intention is that.

SHRI U. N. MAHIDA (Gujarat): Madam,
in referring to the Finance Bill | have only a
few observations to make, and that is
regarding the new agricultural wealth tax. | do
not see why an uncertain measure has
immediately com6 up in view of the earlier
exemptions deliberately given. Not that |
object to agriculture being taxed, but the
manner in which it is being done and the
generalisations made regarding that might
lead to serious complications in the future.

Madam, as welfare States have to raise
revenues, all taxation measures have to be
willingly or unwillingly welcomed. But here
there is a great disparity. Yesterday | heard
the Deputy Finance Minister saying that re-
venues are being raised and wealth
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tax on agricultural land is being levied because
agricultural lands have gteat-ly benefited by
huge  expenditure on irrigation works. Now
therein lies my difficulty. Twenty or thirty per
cent, of agricultural lands in India have be-
nefited by an expenditure of the order of Rs.
2,000 to Rs. 3,000 crores during the Plan
periods. There is a definite policy. There are
requisite laws and there is the blessing of the
Planning Commission that a  betterment levy
must be recovered from lands that have
benefited, that have earned unearned
increments in their values because of large
expenditure on irrigation works. Why is that
betterment levy not being recovered at all?
Even if a small levy is made on the 50 million
acres of irrigated land, even on a modest rate
the  Government will be able to raise Rs. 500
crores. That which is authoritative, on which
probably all States have  passed laws, that
alternative is being given up. | do not know
whether it is being finally given up. But unless
that matter is settled once and for all, there will
be serious inconsistencies in the methods of
valuation and in the various methods of raising
those agricultural taxes. Apart from the legal
nicety, on which | am not competent to remark,
the greater emphasis and the justification for
this levy at the present day have been stated in
the Deputy Prime Minister's speech on the
Budget. He has said: "There is no case in
equity for taxing other productive wealth
but  exempting the wealth in  the form of
agricultural land.” If that is the basis of this
agricultural tax, it follows that this wealth or
wealth in  agricultural  land in India and
other types of wealth are put on absolute par. Is
that a fact? In a predominantly agricultural
country, sentimental satisfaction in the
possession of wealth in the form of agricultural
land may be very substantial. But the concept
of wealth in agricultural land is very
ephemeral. | will try to demonstrate how.

Take any other form of wealth— bank
deposits, bank balances, fixed deposits,
investment in non-speculative shares and
buildings. They are
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[Shri U. N. Mahida.] not very fluctuating,
almost constant and almost spontaneous. Is
that the case in agricultural land? No. Return
or income from the agricultural land depends
upon the vagaries of nature. Scarcity, famine
and drought are well known in this country.
Fifty per cent, of the lands are affected by
these conditions. What is the permanence of
the income? All this is devmatrika (“nf*FT)
depending upon rainfall and depending upon
dciiv (far). That is one aspect. Even when the
rainfall is satisfactory, there is pesfil-lence,
frost, calamities like locust. And what does
the agriculturalist get? Practically nothing. In
these circumstances return from wealth,
which is now regarded as capital, is very
precarious and the lands which are now to be
regarded as property, as capital, in many
circumstances become a liability. There have
been instances when landholders have been
compelled to part with their holdings because
of landed indebtedness. That is one part of the
thing. | only want to plead that, apart from
exemptions if your very approach is not to
separate the agricultural property as far as
taxation is concerned and if you lump it with
others, many more complications will arise. |
will try to explain my view a little further.

Taxation is imposed after valuation. How
are lands to be valued? That is the biggest
question. Now | earlier referred to the
question of betterment. In this aspect of
valuation the question of betterment will also
come up. Let there be two parcels of land of
which the valuation is Rs. 1.75 lakhs both
liable to taxation, one irrigated and the other
non-irrigated. The unirrigated lands have
received nothing from the Government, from
the Plan expenditure. In the other case, as a
result of the several projects, land worth Rs.
200 is now worth Rs. 1,000. The increase is
of the order of Rs. 800. Under the betterment
rules Rs. 400 is liable to be recovered by the
Government. That is not recovered. And yet
the valuation of both these properties is Rs.
1.75 lakhs, and in the very scheme of
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valuation both are treated as identical and
taxed accordingly. Is the taxation, therefore,
justified and should it be on identical lines?
That is one way of looking at it. Then there
are various other aspects. Another reason why
the two classes of wealth must be regarded
differently is that there is what we call
ceiling. And the agriculturists' activities are
restricted. | am not talking of the degree or
rate of taxation, but I am objecting to the
classification in which both the items are
lumped together.

Coming to the question of valuation, when
lands were made over 10 the cultivators from
zamindars, one line of valuation was adopted;
a certain multiple of rentals or assessment
would be given to the zamindars. Take the
recent case of ceilings when lands in excess
of the ceiling were taken over by the
Government to be distributed to the landless.
What have the old owners been paid? A
certain multiple based upon rentals or assess-
ment. Will this be the same line of approach
in valuation? Usually the wealth tax
prescribes market value. Now in the case of
agricultural lands, there is nothing like market
value. Agricultural lands are not readily
marketable. The sale prices are not also a
guide. The sales that are made are on entirely
different considerations not like commercial
transactions. Sales are made for convenience.
Sales are made because of the rights of the
neighbour. Sales are made because of
indebtedness. Sales are made at fictitious
value to hide black wealth. Sales are made
even at inflated values to see that the right of
the neighbour is ousted. Therefore, sale
values are not a guide for valuation. These
questions  will, therefore, have to be
considered. The right approach would be the
old system of revenue administration which
recognises land settlement as one of the most
thorough and scientific methods of taxing
land. Will valuation of land be related to
assessment? This is a fit case for doing so, |
because after all what is wealth? It produces
income and assessment is based on income.

Then there is the question of the years for
which the valuation will be



2119 Finance

valid. Because of the fluctuating nature of
income from land, a very long period of
valuation will have to be adopted. Why
should we have a long period of fixation of
assessment? It is because the fluctuations are
s0 violent so varied and so numerous that it is
almost impossible to have annual, biennial,
triennial valuations. The valuations should,
therefore, be for a long period and should be
related to assessment. Government cannot
come out and say that when it comes to ac-
quiring land, taking away from the present
owners to give to the landless for the sake of
ceiling enforcement, (hey would follow a
different way. You should have a consistent
way of valuation.

Then lastly |1 come to the question of
exemption. The hon. Minister said that
genuine agriculturists will be exempted and
we find that Rs. 1.5 lakhs is given by way of
exemption. Is a monetary value of Rs. 1.5
lakhs the correct way of protecting the ge-
nuine agriculturists? We started wealth tax
with Rs. 2 lakhs and then it became Rs. 1 lakh.
Similarly the present exemption limit of Rs.
1.5 lakhs may disappear or may be reduced to
Rs. 0.5 lakh. In that case what we call the
genuine agriculturists would not really be
exempted. | submit, therefore, that rather than
giving these financial exemptions, the very
classification of wealth be considered on the
lines | have suggested. The genuine
agriculturists should be exempted defining
"genuine agriculturists" as those who do
nothing but practise agriculture, who have no
other trade or commerce, no other activity or
profession. But then the agriculturist must also
save. We want them to be active and thrifty. If
they merely derive incomes from their savings
by way of interest or rents, that by itself
should not disqualify them for purposes of this
definition. The test should be whether he is
practising agriculture as his sole profession, if
you call agriculture a profession at all, and has
no commercial activity or follows no other
trade. If that is done, then the sentiment
behind the protection of genuine agriculturists
will be valid. Thank you.
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SHRI M. D. NARAYAN (Mysore):
Madam, | regret that no amount of

arguments, persuasion and representations
have been able to bring round or convince
the Finance Minister to reconsider the levy
on fertilisers and the Tax on Agricultural
Wealth. The Finance Minister has been
equally inconsiderate regarding the direct
and indirect taxes. That is against the very
object of socialism. Their Five Year Plans,
their related policies, their taxation proposals
are also likely to bring about an economic
stagnation. In support, | would deal point by
point their taxation proposals.

[THE VICE-CHAIRMAN  (SHRI AKBAR ALI
KHAN) in the Chair]

Take the case of the Wealth Tax on
agricultural land. Firstly | entirely disagree
with the Government that they have the legal
and constitutional right to levy any such tax.
Even if it may be taken that the Central
Government can levy such taxes, they should
do it with a certain amount of planning and
understanding. The other day the Finance
Minister seems to have clarified that the
facilities like residential houses etc., provided
for the labour in the rural areas by the
agriculturist would come under the purview.
He does not seem to have understood the
implications. Does he mean to deprive the
landless labourer of such like amenities? Why
would an agriculturist build houses on which
he would have to pay Wealth Tax and for
which he charges no rent trom the labour?
The coffee and tea planters have been the
target of direct and indirect taxes for the last
So many years without attending to their
problems. This class has not been able to get
the benefit of big irrigation projects brought
about by the Five Year Plans because their
estates are situated on hilly slopes. In addition
they had to arrange their own irrigation
schemes. They have to leave the cosy
atmosphere and conveniences of cities and
live in jungles, spend a major portion of their
earning on the education of their children,
medical aid and on facilities to the labourers
compared to the people living in cities.

[RAJYA SABHA]

Bill, 1969 2130

In return tea and coffee were being taxed more
and more every year in one way or the other.
Because of competition from Ceylon, the
Government have started realising the diffi-
culties of the industry and have started giving
them some concessions. Coffee industry is still
being neglected. | may warn the Government
that these foreign exchange earners are now
thinking of changing their trade. The Wealth
lax on agricultural land and holdings now
proposed to be levied will hasten things. The
coffee estates would disintegrate into
fragmentations if proper attention is not given
to redress their grievances and problems. The
planters have been denied each and every faci-
lity. They have to purchase tractors on very
high prices; the Government being negligent
through all these years to make the country
self-sufficient in this basic agricultural
implement. Even the sprayers, pesticides, etc.
are in short supply and if available, on
prohibitive prices. Again "the Finance Minister
proposes to levy Tax on Fertilisers adding fuel
to the fire. The Government has been spending
crores worth of foreign exchange on import of
fertilisers leaving untouched the techniques
and other resources of the country to make'
itself sufficient in fertilisers. This is what | see
today the beautiful results brought about by
planning Five Year Plans.

I know the, Finance Minister has a
comfortable majority to get his proposals
through but his successors, the future
generation, the future Government will face a
tough time in setting right the follies of the
present Government. In this context | would
appeal to the Finance Minister to be fair to the
agriculturist, the coffee and tea planters, the
landless labour and postpone the levy of
Wealth Tax on farm land and Excise Duty on
fertilisers till he is able to provide the same
basic facilities which are available in urban
areas in the shape of hospitals, schools and
colleges, entertainment etc.

In one thing | am happy that the Finance
Minister is increasing penalties leviable for
defaults in furnishing returns and production
of accounts,
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documents, etc. But he should apply this rule
uniformly to the big and the small. He should
also make earnest efforts to recover the
outstanding arrears of 84 crores of rupees.
Many a time this matter has been raised on the
floor of this House in one way or the other but
without results. Year in and year out the
arrears of unpaid taxes remain unrecovered to
the detriment of the common man who is re-
quired to pay enhanced taxes to fill the gap in
March every year. 1 consider it an act of
unkindness when | see that additional tax is
proposed to be imposed on petrol, sugar and
Income-tax is proposed to be enhanced on the
middle class people earning between Rs.
10,000 to Rs. 20,000 per annum. This requires
reconsideration. The concept of the
Government that the public undertakings
needed a long period of gestation will ruin the
economy of the country. The concept requires
revision and we should go for quick results.

Again the Fourth Plan is inflationary in
nature. Imposition of taxes on the common
man to boost resources for such plans should
be considered as criminal.

In conclusion | would bring to the notice of
the Finance Minister the consequences of
fragmentation. The "State Governments will
be losing because of reduction of Agricultural
Income-tax. The Central Government will be
losing on Excise Duties. Great scope for
blackmarketing and difficult to control and
supervise if the producing units are small.
According to the Coffee Board report
smuggling from the small units is about 5,000
to 10,000 tonnes. Labour amenities, wages and
bonus will be decreased if the units are small
and they do not come under Plantation Labour
Act. Disincentive for the development of rural
housing. Ultimately the Central Government
will not be getting the Wealth Tax they are
contemplating because of the threat of Wealth
Tax the divisions are already taking place.
Increase in cost of production because the
economies of large-scale farming cannot be
applied. Exports will be
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reduced. Major portion of the plantation crops
are exported. It will be difficult to compete in
the international markets if cost of production
is high. Thank you.

SHRI M. ANANDAM (Andhra Pradesh):
Mr. Vice-Chairman, Sir, | rise to support the
Finance Bill. At the outset Jet me make one or
two observations on the Bill. Normally, a
Finance Bill is supposed to bring in legislation
to implement the fiscal policy or the taxation
policy enunciated in the Budget speech by the
Finance Minister. But what we have been
seeing for the last six or seven years is that in
addition to the implementation of legislation
for this purpose a number of amendments have
been brought forward to amend the Income-tax
Act and the Wealth Tax Act. These
amendments have been so complex and
complicated that | have begun to feel that it is
not only the tax-payer, even an Income-tax
Officer who is asked to administer this law has
not been able to keep pace with these
amendments, and he is not in a position to say
which amendment really related to which year.
In these circumstances | really wonder how a
handicapped tax-payer would be able to
understand these amendments and comply with
the provisions of the law. | may also say, Mr.
Vice-Chairman, that this complicated fiscal
law is in a language which is alien to this
country. Though many of the educated people
of this generation may know this language, |
am afraid the taxpayer, who is the real person
who has to pay the tax, is not in a position to
understand the language. And yet he has been
asked to comply with it. And if he does not
comply, he is asked to pay a penalty for it.
Further, these amendments are brought in the
Finance Bill this year | might say in this
connection that the Finance Minister himself
had earlier brought it to the notice of this
House and the other House that, in conformity
with the recommendations made by the Bhoo-
ihalingam Committee, he is going to come
forward with a very comprehensive Bill to
amend the entire incom'e-
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[Shri M. Anandam.] tax law. Now, if that
is coming, 1 do not feel any urgency for the
Finance Minister to come out now with
certain amendments which are not really very
urgent at the present juncture.

Now coming to the provisions of the
Finance Bill, I must say that | welcome the
proposal to tax fertilizers. | know that when |
make this announcement before this House,
there are a number of people who are
sympathisers of the farmers and who would
not welcome my saying that. But we must
consider that during the last fifteen years in
the three Five Year Plans, we have spent a lot
of money on the promotion of agriculture by
providing irrigation projects and providing
fertilizers and improved seeds at subsidised
rates and we are only now asking the rural
sector to contribute a mite in the shape of a
tax on fertilizers. 1 need not stress here, Mr.
Vice-Chairman—you also come from Andhra
Pradesh which is very affluent so far as
agriculture is concerned— that during the last
fifteen years real economic progress has been
made in the rural sector in our State.

SHRI N. SRI RAMA REDDY
(Mysore): Including Rayalaseema and
Telengana?

SHRI M. ANANDAM : This is not a tax on
Rayalaseema or Telengana anyway. This is a
tax at a place where the rmal sector has really
made some money; | mean, Rayalaseema does
not buy fertilizers to any appreciable extent,
and even if they buy any fertilizers, the return
is not really very encouraging. | might also
say that, as in Andhra Pradesh, the return from
agriculture is equally good in some other
States. In Punjab, and to some extent in
Madhya Pradesh and West Bengal, agriculture
has been really very affluent, and there is so
much of money in the rural sector
nowadays—this | wish to say—that it has not
been possible for the rural sector to decide
how they should spend it. As a matter of fact,
1 have seen a lot of extravagant expenditure
on the part of the farmers. Also, | read very
recently a very inte-
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resting report in one of the journals v in the
‘Commerce’, which is a very responsible journal
that in Punjab there is so much of rural
affluence that the faimers have taken to various
types of expenditure, which was not warranted
and which they had not known earlier. The
editor of that magazine has given this
information, in that edition of the magazine
which | read recently, that in the village Sidwa
in the Ludhiana district of Punjab there is a
liquor shop, which previously was making a
turnover of about ten to fifteen thousand rupees
and which now has been making a turnover of
about two lakhs of rupees. Now that shows the
rural affluence of late and so it is not unjust if
we ask the affluent agriculturists to pay a few
rupees towards tax on fertilizers, because the
fertilizers are responsible for contribution to the
rural affluence.

There is another thing, which is a very subtle
thing. I would like to mention here. Mr. Mohan
Dharia mentioned in the morning that the price
of fertilizers has gone up by at least 150 per
cent. He said that whereas ammonium sulphate
was selling at about Rs. 1,500 some ten years
ago, it is selling at about Rs. 2,400 now. 1 just
wanted to know this. When the manufacturer
has been increasing the prices by another
hundred or two hundred rupees, off and on, all
these years, the farmers have been paying the
enhanced prices without any demur and without
anybody protesting against it on behalf of the
farmers. Now, it is because the tax on fertilizers
is perceptible and it has come on the floor of
this House for approval that we are all
protesting against it. But when the manufacturer
himself has raised the price by another hundred
or two hundred rupees, the farmer has silently
been paying it, and nobody has been realising
the gravity of the increase. | must say that the
tax that the Government is collecting is being
utilised for the promotion of agriculture as the
Finance Minister himself has promised that this
money will be made over to the Stales for
development of agriculture. When such is the
case. | am sure
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Members will take cognizance of this fact
before they oppose this levy on fertilizers.

Now coming to the other factor concerning
the rural sector, as | have already pointed out
to you, Mr. Vice-Chairman, there is a lot of
funds which have accrued in the rural sector
of late. There is need for us to mobilise those
resources. | know, as one sitting at the Centre,
it is not possible for us to touch anything
concerning the rural sector. But my feeling is
that, unless we try to mobilise those resources,
all those resources will be dissipated in all
types of extravagant expenditure and 1 am
sure that this money would be wasted.
Therefore it is necessary for us to consider
ways and means of diverting this money to
more* useful purposes. 1 therefore suggest
that more and more banks must be able to
move to the rural sector so that the resources
available in the rural sector could be mobilised
and utilised for the development of the
country. There must be a sufficient number of
banks to cater to the needs of the rural sector.
We find that there are only about 7,000 banks
in this country catering to the needs of as large
a number as forty-two crores of peop'e: on an
average it works out to one bank for every 493
square kilometres or for every 70.000
population. Now, with this meagre provision
of banks, is it possible for us to say that these
banks will be able to serve the rural sector? |
am strongly of the view that in this matter the
Government of India has got to take a very
positive decision to see that the State Bank of
India opens at least mobile banks in all these
rural places. Unless the mobile banks are
constituted and are asked to cater to the needs
of the rural sector, it may not be possible for
us to mobilise the resources in the rural sector.
May | also say, Sir. that it is necessary for us
to consider the proposal for raising rural
debentures at a fairly handsome rate of
interest? We know that the usurious money-
lender in the rural sector has been charging a
very heavy interest, and he is not inclined to
deposit his money with the commercial
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banks at the prevailing rates of interest. Now,
in order to see that he diverts his resources
from private money-lending to the banks, it is
necessary that the Government of India floats
rural debentures at handsome rates of interest.

Coming to the question of savings in (he
urban sector, 1 may say one or two things. |
know, Sir, with the present tax structure of
Income-tax and Wealth 1 ax there is very little
that is left with the tax-payer to make a saving,
and, our slogan that the individuals must
invest a lot of money in the private sector is
almost going without proper response,
because there is very little left in the urban
sector for investment in the private sector. |
would like to make a suggestion here. | know
with the present expenditure of the
Government it will not be possible either to
reduce the income-tax rates or the wealth-tax
rates, because you need all this money for the
country. But if we want that there must be
proper investment in the private sector we
must see that individuals who own other types
of property divert them towards investment in
industrial undertakings. There is lot of money
in the form of gold, immovable property and
in the form wvarious other types of
unproductive things that it is not possible for
the people to divert them to the industrial
sector. And one reason is the very heavy
capital gains tax. If any person wants to sell
his immovable property to invest the proceeds
in an industrial undertaking out of whatever
gain he makes out of the sale of the property
he has to shell out a large portion of the capital
gain towards tax. This is one of the disin-
centives for the ordinary individual to sell his
property and invest the proceeds in the
industrial sector. Therefore, | would make a
suggestion that if a person wants to sell away
his property for the purpose of investment in
industrial sector, the capital gains tax should
not be there because this is only a conversion
of the property of the same person from one
type to another type and there should not be
any tax on that. This will definitely
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[Shri M. Anandam.] act as an incentive to
people to invest in industrial undertakings.

Coming to agricultural wealth-tax, 1
welcome it and it is because of various
reasons. One is that the Finance Minister
himself announced very liberal exemptions in
respect of this. Secondly, we will have to take
into account the imbalances between the
urban sector and the rural sector. A person in
the urban sector is made to pay a number of
taxes whereas a person in the rural sector has
not been paying any tax excepting land
revenue. If we want to correct this imbalance
between the urban and the rural sectors it is
necessary that even agricultural wealth should
be subjected to some tax or other and it is for
this reason that | support the move of the
Finance Minister to levy this tax on
agricultural wealth. But | may say that he has
been very liberal with regard to the
exemptions. Probably he did not want to go
very fast in taxing the agricultural sector so
that it may not meet with a lot of opposition
but 1 am sure in the years to come he will see
that the tax on agricultural wealth will be
equal to the tax on urban wealth.

I might say in this connection that there is
need for us to think in terms of integrating the
tax on agricultural and non-agricultural
income. As | have already said, there has been
a lot of imbalance between the urban sector
and the rural sector. A person making an
income of about Rs. 50,000 in the rural sector
does not pay any tax and he is scot-free,
whereas a person with the same income in the
urban sector pays nearly Rs. 30,000 towards
taxes.

SHRI U. K. LAKSHMANA GOWDA
(Mysore): But you must know that there is
agricultural ;ncome-tax in many of the
States.

SHRI M. ANANDAM: That is a matter of
detail.

SHRI U. K. LAKSHMANA GOWDA :
You said just now that a man with an income
of Rs. 50,000 in the rural sector does not pay
any tax.
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SHRI M. ANANDAM: There are a number
of States where you do not have agricultural
income-tax. If my proposal is to be considered
I think it might be necessary for those States
which have the agricultural income-tax, to get
it integrated with the Central tax and later on
ask for contribution or grant-in-aid from the
Centre. That is the only way to have unifor-
mity in the matter of this tax in all the States.
(Time bell rings) There are various other
matters which | would like to suggest and |
would request the Vice-Chairman to give me
a few more minutes. And this is my first
speech which | make here as a Member of the
Rajya Sabha and | hope my contribution will
be fairly useful to the Finance Minister.

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN): You will have five minutes
more.

SHRI M. ANANDAM: There has been a
lot of talk about alternate resources to be
found. I do not know how long we will allow
oIT sentiments to play. | ask: what about
taxing salt?

SHRI GODEY MURAHARI
(Uttar Pradesh): Taxing what?

SHRI M. ANANDAM: Taxing
salt.
SHRI GODEY MURAHARI:

There are two more things that you can tax.
You can tax water; you can tax air.

SHRI M. ANANDAM: | say this. Salt is no
more used only for human consumption.
Nearly 50 to 60 per cent of salt is used in the
industrial sector for industrial purposes.
Nobody seems to be realising that aspect of it.
Of course, any tax on salt may affect and
touch the pockets of the poor people but when
nearly 60 per cent of the salt is used for
industrial purposes why should we keep this
salt free from taxation?
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SHRI GODEY MURAHARI: Now
we understand why you hoped your contribution
will be useful to the Finance Minister.

SHRI M. AN AND AM: If the salt
manufacturers increase the price of salt per
bag from Rs. 6 to Rs. 7 or from Rs. 7 to Rs. 8
or from Rs. 8 to Rs. 9, people will happily pay
it and buy. After all in the budget of the family
the expenditure on salt is absolutely small and
my calculation is if we tax Rs. 2 per bag of salt,
the consumption of the entire family for one
year will not be even half a bag and the tax
that the family may have to bear for one year
would be only fifty paise.

SHRI K. SUNDARAM (Tamil Nadu):
May | remind the hon. Member that this is
Gandhi Centenary year?

SHRI M.  ANANDAM:  Gandhiji's
opposition to this was purely a token of
protest against the levy of taxes in the days of
the British Government It does not mean that
salt should not be taxed for all ages. And if
sentiments have to have their play | would
suggest that after the Gandhi Centenary year is
over, probably next year, the Finance Minister
may consider taxing salt.

SHRI GODEY MURAHARI: By
that time you may be the Deputy to the
Finance Minister.

SHRI M. ANANDAM: | will now deal with
one final point and close. There has been a lot
of agitation by the State Governments that they
want more resources and it has not been
possible for the States themselves to raise
revenues because of the limited scope they have
in this regard. There have been a number of
suggestions made by the States in the various
conferences like the National Development
Council, Chief Ministers' Conference, etc. They
have said that there is a lot of duplication of
expenditure 7—10 RSS/ND/69
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by the Centre and the States especially in matters
connected with agriculture, health and education
which are State subjects. Both the Centre and
the States have been spending money on them.
Maybe whatever the Centre wants to spend on
these matters may be channellised through the
various State Governments. Now when | say
that the State Governments have very limited
sources for taxation you may remember. Mr. Vice-
Chairman, that in the year 1957 the State
Governments surrendered their right to levy
sales tax on three commodities, namely,
textiles, tobacco and sugar, and they said that
the Central Government may levy additional
excise duties on these three commodities and
make over whatever proceeds they get to the
State Governments. In 1957 when this was done,
so far as Andhra Pradesh was concerned the tax
on these three commodities amounted to Rs.
2.43 crores as against about Rs. 9 crores of
revenue of the entire State from sales tax. That
means the sales tax on these three commodities
alone came to about 42 per cent. Again, in
1965-66 the tax that is given to the State from
these three commodities is Rs. 3.36 crores,
when the total sales tax revenue in Andhra
Pradesh is Rs. 74.7 crores. Whereas previously it
worked to about 42 per cent, now this sum of
Rs. 3.36 crores works to only about 12" per
cent. If the power to levy sales tax on these three
commodities is given back to the States, | am
sure they will be able to get 42 per cent. Our
own State will be able to get nearly Rs. 10 to Rs.
11 crores. When the State Governments do not
have enough resources, enough avenues of
taxation, is it not necessary for us to see that
we abolish the additional excise duty on these
commodities and allow the States to collect the
tax on these commodities?

Finally, as a Member of Parliament from the
Telengana region, | have to say something
about the Telengana agitation, restricting myself
to the economic aspect of it. It is my view that
the entire agitation originated from the fact that
the Telengana region has been
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[Shri M. Anandam.] neglected in regard to
economic development and it is the fear of
unemployment of the educated that has been the
cause of the present agitation in Telengana. | am
one of those who believe that we should have
an integrated Andhra Pradesh, with both
Telengana and Andhra regions. It is true that
Telengana did not register any type of economic
development, but the main difficulty is that the
Andhra Pradesh Government itself could not
do anything in this regard. Time and again, at
various conferences, both in the National
Development Council and Planning Commission
meetings, our  Chief  Minister,  Shri
Brahmananda Reddy, had pleaded for correcting
regional imbalances. This is a task which the State
Government by itself cannot undertake. The
Centre has to come forward in a very big way
and take it up very seriously. Even at the latest
conference of the NDC, the Prime Minister
emphasised the need to correct regional
imbalances, but | would like to ask what
concrete measures have been taken in this
regard. In retrospect, | would like to say without
any hesitation, if only this aspect of the
problem had received the attention it deserved
from the Central Government, probably this ill-
conceived Telengana agitation would not have
been there. It is in this context that | plead for
enlarging the financial powers of the State and
an important method by which the regional
imbalance could be corrected is to locate some
of the major public sector undertakings in the
heart of the Telengana region itself. To avoid
any political upsets, it is necessary that this
matter should be gone into by the Deputy
Pirme Minister with all the seriousness it
deserves. It is also not wise to ignore the fact
that economics and politics are inter-connected
and closely interlinked with one another. You
can put off economic development only at
political peril. This is the lesson that the
Telengana agitation has for us.

SHRI N. SRI RAMA REDDY: Mr. Vice-
Chairman, | agree with my friend, Mr.
Parthasarathy, when he paid compliments to
our Finance
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Minister and he described him as a batsman
not out. Certainly | agree with him and | want
to pay that compliment to our Finance Minister,
because he is a very steadfast and fearless
Finance Minister. |1 do believe that it is only
steadfast and fearless leaders like him who can
deliver the goods. In this connection, | would
respectfully bring to the notice of the Finance
Minister and this House, through you, certain
facts, not that he does not know them, but all
the same, by way of recapitulation, | would
draw his attention to the state of the economy of
this country over which he presides. When | say
it | say it with all goodwill and with no ill-will
to anybody. They are bare facts and they have
got to be taken note of, before we criticise the
financial proposals of the Finance Minister.
Firstly, we have a situation where the States are
vying with each other in producing deficit
Budgets. | think all the States, put together,
this year have produced a deficit to the extent
of Rs. 308 crores and if the concealed deficit of
Andhra Pradesh is also taken into considera-
tion, it comes to Rs. 361 crores. That is the
deficit Budget the States have produced for the
Finance Minister to solve. | certainly sympathise
with him. The situation is so bad as it is. That
is one problem. Now, take the public
undertakings. The other day he answered in
this House that the total investment is Rs.
3,333 crores and in his own words in respect of
the year 1966-67, all the public enterprises,
other than the Hindustan Steel, snowed a net
profit of Rs. 3 crores. The Hindustan Steel has
suffered a loss of Rs. 38 crores. The net result
of an investment of Rs. 3,333 crores is a net loss
of Rs. 35 crores. This is the result of the
functioning of our economy in the public
sector. | do realise that our economy has had to
face rough weather especially on account of
two famines, two successive famines at that. In
my part of the country three or four successive
famines have occurred. In Mysore State, From
where | come, 17 districts out of 20 districts are
even today affected by famine, as admitted by
the Government of India themselves.
Therefore, it is a very difficult
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task. Our economy could not keep pace with
the requirements of the country. | do
understand it. On top of it, on account of
defence, the other day we passed in the
Appropriation Bill a defence expenditure of
Rs. 1,051 crores. Therefore, the problem has
become all the more difficult. On account of
these factors the problem of maintaining the
health, vigour and vitality of the economy has
become really difficult and our Finance
Minister is operating under conditions which
are most difficult and most critical. Not only
that. Even in our revenue Budget, the
expenditure has increased enormously with
the result that this year it has shown a deficit.
He has taken recourse to a deficit financing of
Rs. 250  crores. Non-developmental
expenditure in the States and Centre put
together has increased by 30 per cent this year.
The Railways, where we have invested Rs.
4,000 crores, have drawn from their Reserve
Fund Rs. 49 crores to keep going. The Posts
and Telegraphs, which were generally giving
us a profit, incurred a loss of Rs. 14 crores.
Major irrigation projects have suffered a loss
of Rs. 48 crores. This is how our economy has
been functioning. Huge amounts have been
invested in various sectors and everywhere
there is loss and loss. What else is the Finance
Minister to do except take recourse to
taxation? | really sympathise with him. He has
no other way of doing it. God willing, during
the present year if our agriculture fares well
and if our industries fare well, as | hope they
will, we may expect from the Finance
Minister not the imposition of more taxes or
the salt tax as my respected friend, Mr.
Anandam, suggested, but less of taxation,
because this country is suffering from an
overdose of taxation.

I have got figures. No less a person that the
retired Chairman of the Central Board of
Revenue has written an article in the
Economic Times where he has shown that the
taxation is almost the highest. | need not try to
teach the respected Finance Minister about
these things, but here is the article where he
has shown it. These figures he knows, I do not
want to waste my time.
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Now | come to the brasstacks of the
problem. The question of fertilizer tax and
wealth tax has become the proverbial tale of
four blind men and the elephant in this House
also. There are those who very fervently plead
for more and more taxation in the agricultural
sector, and there are those like me who are
absolutely against touching the agricultural
sector. It is just now opening its eyes and even
before it has opened its eyes, the Press in this
country has played havoc. Every paper —of
course | read almost every paper, if it is not
taken as egotism—the Financial Express,
Economic  Express, Hindustan  Times,
Statesman, every paper has been carrying on
incessantly a propaganda that the rural rich
have been simply rolling in wealth in the
streets of the villages, as even my friend there
has said. It is an astonishment for me to hear
that. If that was the case, where was the
poverty of this country? We would not have
been this bad. We would have been wonder-
fully good. Our econojny would have been
simply buoyant. It would have been full of
vitality.

SHRI GODEY MURAHARI: Full of milk
and honey.

SHRI N. SRI RAMA REDDY: There is no
question of it. If the rural sector was that
prosperous, the hon. Finance Minister would
not have had any problem at all. | beg to
submit that the position is misrepresented by
the Press very badly. All those that are
depending on the Press for their information,
for their knowledge, for their teaching of the
rural economy in this country, are thoroughly
misled. Maybe in a few places, in a few poc-
kets where there is irrigation facility, assured
supply of irrigation, certain prosperity could
be seen. What is the area in which this
irrigation facility is there ? In all it is about 70
million acres out of 350 million acres of culti-
vated land in this country. It is not even one-
fifth of the total. The part is represented as the
whole as if prosperity is everywhere. If that
was the case, there would have been no pro-
blem. All the economic problems
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[Shri N. Sri Rama Reddy.] would have
been solved of their own. So this is a myth.
That there is enormous prosperity in the
villages is a myth. That there is a green
revolution is also a myth because the
revolution is only in spots, in pockets here and
there, not ail over the country. | can prove it
by facts and figures. That is also not the case
because we are still importing food; probably
5.5 million tonnes of PL 480 wheat are being
imported. Still you call it green revolution. Is
it fair to call it green revolution? Green
revolution comes on that day when this
country produces enough of food required for
all the people of this country and when all the
raw material required for agn cultural
purposes is produced and also when we start
exporting and earning at least Rs. 1000 crores
through that source. Then only green
revolution can be said to have come about. Let
us not have the complacency that green
revolution has come about and we are safe.

Now | come to the wealth tax. What
justification is there for that tax? | am sure of
course that our Finance Minister would not
have been taught by the Press, but he is also
under the same impression. You have imposed
what is called land ceilings all over the
country. You have fixed 27 standard acres to
be the order of the day everywhere, and then
on the top of the ceiling comes this wealth tax.
Does it go well? Is it fair? After all in any
measure politics is also involved. | would
bring to the kind notice of the Finance
Minister this: Do you know with this wealth
tax things will go awfully bad to the Congress
Party of which I and he are members, of
course he as leader and | as follower? This
will go terribly against our party. That is what
I would like to submit. So, you must have
been satisfied of one thing. All the aspects of
the village economy were taken into
consideration and ceilings have been imposed.
It is a different matter if the law of ceilings
has not been worked or implemented properly.
Non-implementation or default in the
implementation of land reforms should not be
the cause for
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imposing an additional tax on wealth. Not
even animals are excluded, not even sheep,
goat, poultry. They are all included in the
wealth tax.

SHRI
Where?

MORARJI R. DESALI

SHRI N. SRI RAMA REDDY:
You have included. It is number three . . .

SHRI MORARIJI R. DESAL: If it
is over Rs. 250,000. If the whole thing is
worth more than Rs. 250,000.

SHRIN. SRI RAMA REDDY:
Individually Rs. 150,000.

SHRI MORARJIR. DESAI: Rs.
250,000.

SHRI N. SRI RAMA REDDY: 1
would like to bring to your kind notice . . .

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN): It touches only the rich farmer.

SHRI MORARIJI R. DESAI: Ask him what
he was in 1946 and what he is now.

SHRI N. SRI RAMA REDDY: |
experimented. | have done my own
experiments without costing a pie to the
Government. | started cross-breeding cows.
Cows which were producing one pound of
milk, those very cows today produce 30 or 40
or 50 pounds, and they have beaten all-India
record in the recent Cattle Show.

SHRI MORARIJI R. DESAI: Who
has enabled you to make this all-India record?
The Government is spending money on it.

SHRI N. SRI RAMA REDDY: No, no. |
have not asked for a single pie. There are
50.000 cows whose cross-breeding has been
introduced in Bangalore in the year 1933.
Within the course of these 36 years without
asking a single pie from the Government,
either of the Centre or of the
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State, we have been able to produce 50,000
cows whose average yield is 20 pounds of
milk a day. This is what has been achieved. |
put it before you, and | am prepared to invite
you for the next Cattle Show to see what we
have done. That is with regard to wealth tax.

With regard to fertilizer tax, | want to say
one thing. | want to bring to the notice of the
Finance Minister that this fertilizer tax is an
impost uncalled for, unnecessary, it is going
to be very very harmful, according to my
humble understanding. | have been a farmer
for the last 33 years, and | would put before
the Finance Minister this: You are far too
early, a decade too early, in the introduction
of this. Our fertilizers are the costliest in the
world.

SHRI MORARIJI R. DESAL: No,
no.

SHRI N. SRI RAMA REDDY: It has been
admitted . . .

SHRI
figures.

MORARJI R. DESAI: See the

SHRI N. SRI RAMA REDDY: 1 want to
give a little economics of my own. For one
acre of jawar . . .

SHRI A. G. KULKARNI (Maharashtra):
He is the leading agriculturist, he is an
American agriculturist . . .

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN): You finish.

SHRI N. SRI RAMA REDDY: Suppose a
man has only one acre. In this country you
know that 40 per cent of the farmers have
below one acre. Even for one acre the man has
got to use under the latest science and tech-
nology, according to the Govemmenl formula,
seeds, fertilizer and all thai input worth Rs.
300, if he has to reap the full benefit. Granting
that he does ii. he spends Rs. 300 worth for
one acre, is it fair to tax him 10 per cent's In
this country there are only 10 pei cent of
them who produce lor th<
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market. It is his own figure, his Economic
Survey says it. Forty per cent have got to
depend upon others. 4 p.m. Another 50 per cent
have just enough for their stomach and another
10 per cent of the people produce for the
market purpose. For the sake of this 10 per
cent are you going to tax even the humblest
man, the one-acre man, the half-acre man, the
one-quarter acre man? | would request him to
reconsider this. Of course, it may be too late
but all the same | do so because | should not
give up hope. Our respected Finance Minister
has got the greatest affection and sympathy for
the welfare and prosperity of our country and
for the poor man—I plead with him: if he does
away with this fertiliser levy even at this late
stage, | would call him the greatest steadfast
man in the world. | call him the most fearless
man in the world today. Therefore, let him
take courage on both hands and do away with
the fertiliser levy and the wealth tax on
agriculture and not levy them for another 10
years. Thereafter, certainly he can do it.

Thank you.

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN): He does not fear you also.

Mr. Suraj Prasad.
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THE VICE-CHAIRMAN (SHRI
AKBAR ALI KHAN): But it is being
paid 1o the States.

SHRI SURAJ PRASAD: | am com-
mg to il.

IW TEEl A doq IFT & WA
9T §¥¥ dT &% wwa w1 9Ae
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50 AT@ AN AFTT A, FEA AT
#Wag dem 80 Am@ gl o A7
g9 1 FUT 30 AT AR FR(L
gowr F AT FFTE agAr ST
W g AT g @ 2 & A g
F oHa % &1 AT GO AHTC AN
ST | AT T ARCATAI & A
& fam uw Fw giesm vw A
g A1 wEm F osw fAw #
fa=1 watwgrEm # sgm fw ww F
ST AAT daW FEET g I aAMH &7
difar g ¥ fggeama &1 Fwgmor

ER

SHRI K. SUNDARAM: Mr. Vice-
Chairman, Sir, | am grateful to the hon.
Finance Minister for the concessions shown to
the South Indian Textile Mills and the
engineering industry in withdrawing the
proposed duty on power-driven pumps and the
reduction in the excise duty on certain counts
of yarn and certain types of cloth. | am
particularly grateful to him for reducing the ad
valorem duty on certain types of cloth from 15
per cent to 1\ per cent. The Finance Minister
has also said that he is giving this concession
by means of a notification and not by an
amendment of the Act. He wants to keep it
flexible so that during the rest of the year, if
need be, he will be able to reconsider it. |
would be really grateful if the Finance
Minister would watch the performance of the
industry and whenever it needs, give further
help and assistance at the appropriate time. He
has also stated that these concessions are only
meant to help the consumption of yarn from
the spinning mills and cloth from the
composite mills, and that these are by no
means a measure to help the mills to make
profits. Therefore, it really means that these
will help the mills to keep going and no further
mills will be closed. | am very sorry io say that
the measures that have been adopted so far do
not help the re-opening of any of the mills that
remain closed now. In addition to these
concessions in excise duties,
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[Shri K. Sundaram.] loans were given to the
handloom societies for stocking more cloth, but
these do not help the closed mills. For exports
a sum of Rs. 5 crores was granted and those
exports have assisted only in reduction of these
stocks. Further expansion of the spinning
industry has been stopped for the time being.
Lowering of the margins of hypothecation and
pledged goods by the scheduled banks is also
not enough. It does not in any way help the re-
opening of the closed mills. A special
additional rebate for the handloom cloth has
helped to clear the stocks of the handloom
societies, but it does not help either the
spinning or the ¢ weaving mills. It is said that a
scheme has been sanctioned for the stocking of
cotton yarn by the Southern Indian Mills and
the Tamil Nadu Mill Owners Association. But
unfortunately the terms have been so hard that
not a single pie could be utilised for this
purpose. The Industrial Development Bank no
doubt has come forward to extend credits for
10 years and above only in suitable cases. The
suitable cases are only those viable units and
units that are making some reasonable profit,
and this in no way helps the mills that remain
closed. Then again the cotton mill industry has
been added to the Fifth Schedule of the
Income-Tax Act so that they will get the
benefit of the development rebate. There also
only those mills which can make profit will be
able to provide for the additional depreciation
that is allowed by these concessions and no
other mills that remain closed or which cannot
make any profit will be helped by these
measures. Therefore, | humbly request that the
Government should consider very seriously
and seriously make an attempt to reopen these
mills. | am aware that a number of these units
have been completely rejected as worth only to
be scrapped and they will not be looked into.
Still more than 50 per cent of them are really
workable, viable, and they can be reopened.
The Government has done a surgical operation
and has removed this useless limb, or this
considered-to-be-useless Hmb, of the textile
industry. But there is a possi-

[RAJYA SABHA]

Bill, 1969 2162

bility of making it useful again if sufficient
steps are taken. The mills that are viable today,
that are reasonably working, most of them are
on sophisticated goods or modernised
machines and they are mostly on imported raw
material. The others which are on indigenous
raw material, they are able to function
properly or profitably only with the help of the
modern  and  sophisticated  machines.
Therefore, the only way to help these sick
units is to provide them with some kind of raw
material which will enable them to earn some
profit and work with reasonable efficiency.
My humble suggestion, therefore, in this case
is that the Finance Minister should consider
the import of synthetic fibre, namely, viscose
and acitate synthetic fibre, which is already in
short supply in this country so that these milis
will be able to reopen and work. It may be
argued that the Government has no foreign
exchange to import this raw material. We are
already importing enough of raw material for
other industries and for the textile industry as
well and we are providing sufficient foreign
exchange for the import of American cotton
and Egyptian cotton. A part of that foreign
exchange available can be set apart for the
importation of this synthetic material and
specially allot it to these mills which will
enable them to reopen.

Sir, it seems the policy has been to tax all
industries alike. From the records and
statistics of a quarterly bulletin of the "Eastern
Economist” published in February, 1969 it is
revealed that in the current budget excise duty
on all the industries comes to a little over 50
per cent of the total tax revenue collections of
the Central Government which amounts to
about Rs. 1.200 crores. Now that the Govern-
ment has got so much vested interest in the
public sector industries, it is in its own interest
also to keep a constant check on these
industries. It looks to me that the Government
does not want that the private sector industry
should flourish at all. At any cost the moment
a new industry is put up and the initial
gestation period is over, when it starts making
profits, immediately excise duty
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is clamped on it and it is not allowed to make
any profits whatsoever. There-lore, if that is
the policy, 1 do not see there is any possibility
of creating a capital market at all. There is
already no capital market. During the year
1968 we have seen underwriting by the
financial institutions to the tune of Rs. 48
crores, the highest ever underwriting.
Hereafter at this rate we cannot expect any
public subscription whatsoever and the entire
financing of industrial development has got to
be done only by the Government and the
financial institutions. | am sorry to say that all
that is mobilised in this manner has been
invested in public sector undertakings and
administrative expenses. We all know that if
we want to reach our destination faster, we
have to spend more. We can go from Delhi to
Madras by train in three days, and if it is by air
from Delhi to Madras we can go in three
hours, but we have to spend more. Similarly,
the Government has been planning for growth
at a very fast rate, not 2 per cent or 3 per cent
per annum, but 7 per cent or 8 per cent or 9
per cent per annum. So, when we want to
reach our destination faster, naturally we have
to spend more. The Government has invested
so much in these public undertakings and
having invested so much even when they do
not get returns in time, you are going on
spending much more endlessly year after year.
There is already an investment of Rs. 3,200
crores. Normally after a reasonable period any
industry should be able to give a minimum
return of 10 per cent. Even at that rate these
industries should have yielded Rs. 320 crores.
If only the Government had paid proper
attention and taken proper care to work these
industries efficiently, they would have raised a
revenue of Rs. 320 crores and there would not
have been any need for additional taxation on
any of the industries in India today. It may be
that for political reasons and on ideological
grounds they are not able to do it. Therefore,
my humble suggestion is that a parliamentary
committee of all parties should be appointed
and it should be assisted by experts in
productivxity and it should go into all cases of
losses or unpro-
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ductivity in public sector undertakings, and
suggest suitable measures. But the only
important thing | am asking for is that the
recommendations of that committee should be
mandatory and binding on the Government.
Already so many committees including the
A.R.C. have, of course, been appointed and
they have gone into this question. But no
action has been taken so far. Therefore, some
pressure must be brought on the Government
to act quickly just as they have performed a
surgical operation on the textile industry. It is
high time that the same yardstick was applied,
for public sector undertakings as well. Not
only that. There is plenty of scope for econo-
mising expenditure — administrative and non-
developmental expenditure. Only the other day
there was an instance brought to the notice of
the Ministry of External Affairs where we
have a very big establishment for our Deputy
High Commissioner in London. We used to
import quite a lot of machinery and goods
from Western countries. But now due to lack
of foreign, exchange we do not import so
much of material. But the same establishment
is maintained and it is going to expand also. In
this instance for the repairs and redecoration of
this house, an amount of £6,000 is going to be
spent which amounts to 50 per cent of the total
value of the house itself. If such a huge amount
on its maintenance is to be spent, is it not a
wasteful expenditure? | do not know what else
it can be called. We see on the textiles very
tight control on the production, distribution
and on the price all the time but when it comes
to the STC we do not find the same policy
being adopted there. In auction No. 25 of
second-hand used car, a Mercedes Benz 250
SL 1968 Model was auctioned for Rs.
1,70,550. Normally this car, when landed after
paying 100 per cent duty will not cost more
than Rs. 45,000. In another auction. No. 24,
another Mercedes Benz 250 S, 1966 Model
was auctioned. The highest bid was for Rs.
158,000 and the second bid was for Rs.
1,36,000. The first one having failed to lift the
car, the second one paid Rs- 1,35.000 for this
car.
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SHRI A. G. KULKARNI:  Who
purchased it?

SHRI K. SUNDARAM In the first

instance it was Messrs Bal Garnge, Bombay.
In the second instance it was Mr. 1. J. John
Love Mission, Bombay. No controls and this
is not profiteering. When the State wants,
they can do it and sell for any price whatever.

SHRI A. G. KULKARNI:
extra money.

SHRI K. SUNDARAM: Does not

matter if it comes by way of excise duty or by
some other way but it comes to the State.
There is plenty of room for effecting economy
by import substitution. Very little has been
done and not enough has been done. Even in
the Defence expenditure, quite a lot of import
substitution can be done and the part given to
the private sector is very very meagre and it is
less than 10 per cent. Given an opportunity,
the private sector could do quite a lot Of
saving in the big item of expenditure on
Defence. It may be said that it is a matter of
security and so it is not done but about the
same goods we are importing from other
countries from where they are Imported, there,
no such security measures are taken and it is
open there. When such goods come into our
country and when such goods are to be
replaced; why we should pay so much
attention about security | fail to understand.
Only this morning we saw that the Air Survey
Company of Calcutta which has done very
good, efficient service and within 7 days they
finished the border survey of Indo-Burma and
that too at a very cheap rate of Rs. 52,000
against the estimated cost of Rs. 60 by the
Indian Air Force and they have done a very
efficient job. So given the opportunity, the
private sector will do definitely and
economically as well. There seems to be some
change in the policy on power looms. We
have heard several times the Finance Minister
mentioning that it is this sector that that is
evading the tax and that is why the year before
last such a heavy tax burden was levied on it
but to-day | find that the Central Government
itself

It is
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is encouraging a scheme in Goa territory. In
Sylvasa, Nagar Haveli in Goa territory, the
Central Government has assisted in putting up
92 powerlooms by a group of technicians by
extending credit at Rs. 20,000 per powerloom
at a ridiculously low rate of interest of 4 per
cent—1\ per cent minus 3 per cent rebate. This
is under the guise of developing that industry
which is under the Centrally-managed
territory. The looms and yarn are being fed
from Bombay, the technicians go from Bom-
bay to train the workers there. The cloth after
woven is taken back to Bombay, it is
processed there and is marketed there. |
wonder how this is going to develop the
Goanese who are probably not more than 50 or
60 who are employed in such a factory. | am
grateful that at least now the Central
Government has thought that this powerloom
sector has to be encouraged and if this had
been followed 2 years back, the textile
industry would not have been in the present
state.

Lastly, 1 wish to talk about the Wealth
Tax. So many Members have already
expressed their views about it. | am convinced
that our Finance Minister has decided that the
Wealth Tax has got to stay and he is not
prepared to withdraw. My humble request is
that tax will come into effect only next year
but this is a warning to the farmers or
landholders that they will be taxed next year
but when 1970 comes these people would
have forgotten about it and there is no
provision that the ITOs should serve notice on
them that they will have to pay Wealth Tax.
Therefore | would request the Finance
Minister that such a provision should be made
in the Act when it is passed. When the Central
Government cares so much for the farmers, the
penal provisions in this Act are so severe that
they amount to even appropriating the entire
property. So they should be well-educated and
well-informed. | would request the Agriculture
Minister to take up this propaganda through
the village programmes of the AIR so that the
farmers will be properly educated as to the
implications and
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complrcations of this Wealth Tax Act. With
these few words, | oppose this Bill in toto.

[THE VICE-CHAIRMAN (SHRI RAM Nr-wAs
MIRDHA) in the Chair]

SHRI T. N. SINGH (Uttar Pradesh): Mr.
Vice-Chairman, Sir, 1 think it is time that we
have a second look at our entire tax structure.
We are required to raise Rs. 1,800 crores for
the Fourth Plan through additional taxation.
That is the Centre's job for the Fourth Plan
and this will mean, according to me, in
addition to the Rs. 120 crores more of
taxation levied this year, another Rs. 100
crores as additional taxes will have to be
levied every year to make up the total of Rs.
1,800 crores. This means that an additional
taxation, tax burden, will have to be put on
the people every year all the time. As one
studies the tax structure of the last few years,
specially after the Chinese war, it should be
clear that we have relied more and more on
indirect taxes. Indirect taxes may be easy to
levy and also the pinch of it may not be felt
by the taxed people easily as in the case of the
direct taxes. The man who is directly taxed
knows what is his burden but in the case of
indirect taxes, the common man does not
easily understand why and how the prices are
rising. Yet prices do rise even beyond actual
tax burden. We are told that there is an
inflationary pressure on the economy, that
deficit financing is going on and that we have
to do something to stabilise the prices or
control the prices. Therefore all taxation mea-
sures should subserve this purpose and not
accentuate the price spiral. Now this reliance
on more and more indirect taxes is going to
affect the prices. The prices will continue to
rise. The question is: should we deliberately
go in for a policy which will keep up the
pressure on the prices all the time?

I understand, | quite realise the problem
which the Finance Minister has faced, has to
face, and | do not envy him, rather | admire
his courage and the bold spirit in which he
goes |
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on levying taxes every year. But then, | feel that
this courage has been carried too far, and what is
courageous may not always be a matter of
discretion—I would say. So | would suggest that
let us have a second look not only at the taxation
proposed but at the entire tax structure. Now
why all this happens?

There is the Planning Commission which, in
assessing additional resources to be raised,
calculates something like this. As we are going
to have a five per cent rate of economic
growth— according to the draft plan estimates,
after allowing for an annual rate of population
growth at two per cent or two and a half per
cent, the remaining two and a half per cent of
the increased additional national income
becomes the disposable income and out of this,
the planners say they propose to mop up only 50
per cent or one and a quarter per cent of five per
cent of the additional G.N.P. to raise additional
resources. Thus they assert the average
consumer will yet be left with 50 per cent of the
additional income for consumption purposes.
And they say what objection can there be to this
additional taxation? Unfortunately this specious
and fallacious argument seems to convince our
financiers. And they say: let us go on levying
additional taxation year after year; this is the
rate of growth, this is the percentage, and this is
what we should levy as taxes. Arid we go on
raising taxes every year. But then, all the time
such measures put pressure on the prices and
create inflationary conditions. Let me refer to
direct taxes; we are told we have reached the
limit. But | want to know; have we not reached
the limit in indirect taxes also? If it is so, then
how are you going to raise additional Rs. 1,800
crores during the Fourth Plan? | want the
Finance Minister courageously to tell the Plan-
ning Commission and the country that this
continuously rising level of taxation is not
advisable in the present circumstances. Once
that is clear, then probably we can have a
taxation policy of the right kind for the next |
few years to come.



2169 Finance

[Shri T. N. Singh.]

Now it is very easy to suggest enquiry
committees, etc. to go into our tax structure. |
am not in favour of appointing Committees—
there has been a Taxation Inquiry Committee
already. | mink there is enough talent in the
Finance Ministry itself, and the Finance
Minister himself is an experienced enough
person to apply his mind afresh to the whole
taxation structure and also tell realistically the
Planning Commission and the country,
Parliament, everybody, that this measure of
additional indirect taxation will mean this
kind of strain on our whole economy and
therefore we have to revise our policy. Once
we do that, we will also have to revise this
Plan. That is a separate m.itter and | shall deal
with that question when we discuss the draft
Fourth Five-Year Plan. In the present context
I would urge in all humility that we should
give a second thought to our whole tax
structure as well as the policy to be pursued in
future.

Then, let us also not forget this aspect of
the question; when we talk of a five per cent
rate of growth and the Gross National Product
rising at a particular rate, we forget that some-
how, because of the tax structure or because
of administrative failures, all the time, every
year, black money is accumulating. My own
estimate is that black money of about Rs. 150
crores is generated almost every year. Mind
you, this implies a corresponding production,
actual but unaccounted production of the order
of 500 to 600 crores of rupees, easily, in every
year. And that is what escapes calculations of
G.N.P. every time; we are unable to mop up
this black money. The incentive to black
money formation is there so long as there is a
very high level of taxation. We have been gra-
dually moving towards such a position with
the result that in future there will be greater
incentive for creating black money. And this
will create further imbalances and stresses and
strains on the economy. | think one of the
greatest factors—despite the various measures
we have been taking from time to time—
which is pushing up prices
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is the existence of black money and which
encourages people to go on spending sprees.

Another argument is advanced that when
indirect taxes are levied they cause restraint on
consumption. But then, if such taxes were
really to restrain consumption, then your
income from indirect taxation should go down
instead of going up. But it has not been going
down. Every year you raise the rate of
taxation, and find that, with the passing of
years, your income under that particular head
also grows. Now, if the object of higher
indirect taxation is to restrain consumption,
then | submit we have not succeeded in that
effort. It is necessary—if not tor others—at
least for the bulk of the people living at low
levels of consumption that they should have
opportunities for higher consumption; I am all
for it. But what really creates pressure on
prices is the spending spree of the affluent
classes. And | submit, the affluent classes'
spending spree has not abated, has not abated
all these years. It has gone on increasing; their
thirst for this kind of expenditure is growing
as we go on planning, also with the years.
Therefore, my own view is that we have got to
do something to prevent this spending spree of
the affluent classes. But if you levy indirect
taxes on what are called luxury goods, then,
probably, you will not get the income that you
want; you have therefore perforce to levy
indirect taxes on things which are of common
consumption  with low elasticity and,
therefore, they yield greater revenue. That is
why you have been getting higher revenues.
You are levying taxes on things which have
got little elasticity, the elasticity is very low,
and people have to purchase them whether
they can afford it or not. Therefore
realizations from indirect taxes have continued
at a high level. But once you start levying
indirect taxes on goods which have high
elasticity, and again form a large part of the
budget of the affluent class, then probably
your income under this indirect tax will
increase proportionately.

These are problems which any Finance
Minister will have to face in
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any scheme of large or growing indirect
taxes. | therefore think it is necessary
to examine this question at this very
stage. Firstly, | think it will be foolish
to adopt taxation measures, a taxation
plan programme as the Planning Com
mission suggests. We have got to re
vise that.

I made that remark and hinted at this with
particular reference to the 1963 taxation
measures, and the Finance Minister was kind
enough to repudiate that he was not guided by
the Planning Commission. If this was so, |
wish he now takes a bold measure and is not
guided by 1lhe Planning Commission in this
regard any more.

There is one small thing more. Much has been
said about this Wealth Tax on the agricultural
community. | think the Wealth-taxed people,
people who have got sizeable property should
all share the Wealth Tax burden; | have no
hesitation in saying that there should be a
broad base for the purpose. Let them share the
burden. The country has to grow and we have
to raise the resources. All right; let us do so.
But my feeling is that in all taxation measures
we have largely our experience of taxation on
what are called the industrial classes to guide
us. We do not know much about the real
situation of the agricultural classes who are
now acquiring some wealth. We have got to
be very careful in what we do about it. There
should be no discriminatory behaviour. May |
point out that in regard to houses owned or
built by people in the urban sectors, you have
in the past given certain concessions,
incentives etc. The houses they live in were
exempt from Wealth taxes. In 1956, as early
as that, we introduced certain reliefs in regard
to the Capital Gains Tax for houses built by
people in the urban areas. Then, in regard to
people living in urban areas building houses
five miles beyond, say, towns of 10,000
population, we again gave  some
concessions—I think this concession was
given by our 5 p.M. present Deputy Prime
Minister. So we have been giving concessions
mostly in regard to houses 9-10RSSND /69

[10 MAY 1969]

Bill, 1969 2172

built by industrialists etc. Why? Because we
wanted them to build more houses. Thus
where on the one hand when an industrialist or
a man in the urban area builds houses you give
them tax incentives but if an agriculturist
makes some money, has some capital, and
wants to invest it in a house, not for renting
purposes, mind you, but for his own children,
for his own family people who may be coming
to the city and living there or maybe some
children are being educated in the city or for
some such other purposes, you say it will be
subject tf> a new kind of tax; | do not say
income-tax but it will be subject to some kind
of a Wealth-tax. In other words, whereas your
policy has been to encourage construction of
houses, when it comes to construction of hou-
ses by agriculturists they are made to bear
some additional burden which they had not to
bear up till now. A tax burden which he was
not bearing up till now, he will have to bear
now simply because he constructed a house in
any urban area. This is a small thing but the
agriculturist cannot help feeling that he is
being discriminated against. Whereas so and
so—and every time the name of Birla or
Dalmia will be taken because these names
have now become symbolic—will escape, we
have to bear an additional burden on a
residential house built in a city.

SHRI MORARIJI R. DESAL: If
the man had property to this extent, he must
be paying wealth tax.

SHRI T. N. SINGH: This will be a simde
house worth Rs. 40,000 or 50,000.

SHRI MORARIJI R. DESAL:
can there be like that?

How

SHRI T. N. SINGH: There are many
people like that. I am afraid the hon. Finance
Minister does not know that there are many
people who have got sucli small houses worth
40,000 to 50,000 rupees in nearby towns. And
they will grudge this taxation. They are just
what may be called middle
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class people or virtually lower middle class
people according to present day standards.

SHRI MORARIJI R. DESAI: How
are they paying now?

SHRI T. N. SINGH: They will have to pay
under this measure.

SHRI MORARIJI R. DESAI: If they have
wealth of Rs. 50,000...

SHRI T. N. SINGH: Twenty acres under
the ceiling can amount to that much of value
in property because of the rise in price. Such is
the value of the land today. As I said this is
what he will feel. | say this only from the
psychological point of view rather than from
the burden point of view. | do not want the
Finance Minister to argue in reply that after all
this is only a small burden. What | am saying
is psychologically he will feel that injustice is
being done to him as compared to the
corresponding class of people belonging to the
urban sector or the industrial sector. This is
what they will think. He is going to say if, |
can vouch for it. The Finance Minister is
welcome to levy that tax on the agriculturists.
I belong to that class and we are also equally
patriotic. We want to share the burden of the
country's administration. Certainly we will not
shirk our responsibility, but we do not want
our class of people to feel that certain
discrimination is being done against them as
against those in the industrial sector or the
urban sector. This is the small point that | was
trying to make.

Now | am afraid | have exceeded my time
but 1 would only want to say that before
levying any tax in future years it is time that
the Finance Minister found an answer to two
very important problems. One is the problem
of the impact of the taxes on prices. The rising
trend of the prices has to be arrested. Merely
expecting that agricultural production is going
up and, therefore, the prices will be contained
is a wrong calculation and we will
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have to regret it later. That is not going to
happen. The prices will continue to rise all the
same. And | do not see any special measures
or special steps taken in that regard.

The second thing is this. It is high time that
somethiflg was done drastically to discover all
the black money and collect it or if that is not
possible at least to prevent further creation of
black money. That is very important. This
black money is distorting the entire economy.
| feel, considering the administrative set-up
and the manner in which taxation measures are
administered, we cannot escape the blame for
creation of black money. That blame will have
to be laid at the door of the administration
squarely. I know there are people who would
do the unpatriotic act of evading taxes, but the
administration has to see that they do not
evade taxation. In other countries if a person
gives a wrong return he has to go to the jail.
Here the evasion of taxes is virtually not a
crime. We have made it partly so now rather
tardily 1 should think. Punishment is much
more drastic in such cases in America which
has a free market economy. Therefore | say
that active steps should be taken in this regard
and | am looking forward to some very
positive measures by the Finance Minister in
the next session or in the next two or three or
four months to contain this creation of black
money and also some measures which will
contain the prices. The price spiral and the
inflationary pressure has to be fought. Unless
that is done all our planning will not work.
That is my humble submission.

Thank you.
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SHRI G. A. APPAN (Tamil Nadu): Mr.
Vice-Chairman, Sir, to take up responsibility is
not very easy. It may look glamorous, but it is
not a bed 3f roses. We are all complaining about
the taxation policy of the Government. How can
any Government run without my taxation?
People want many benefits. MPs want more
salary and allow-inces. How can any
Government run :he administration and govern
without my taxation? It is impossible. Econo-
nists have defined a number of canons )f
taxation. How far these canons of :axation have
been followed by the llustrious Finance
Minister is a thing
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which we will have to examine. | do not like to
criticise anybody for the sake of criticism. | am
really very happy to find the illustrious Finance
Minister running the fiscal administration of this
country. Ever since | heard Mr. Desai, our
Finance Minister at the last session of All-India
Congress Committee held at Bangalore where
he was the sole person to indefatigably defend the
principles of the Congress Party by not allowing
Mr. Kamaraj to continue for a second term—
such a bold man he is—I thought that he was fit
to be the Prime Minister of India. Naturally he
deserves many more things. | am not flattering
him here. | agree with many of our friends who
paid glorious tributes to him. | would also like to
join with all of them, provided he can adjust
himself to the changing conditions of the Indian
economy. Mr. Vice-Chairman, the greatest
blunders that the Indian Government in all these
twenty years have comrnitled are the blunders of
the division of India into linguistic States, the
imposition of Hindi and various other things, the
taxation  policies  which  crippled the
industrialists and curbed their undertakings
besides their spirit of enterprise and enthusiasm.
All these things have simply crippled and dwarfed
the interests of all our economy. What is the net
result? The purchasing power of money is not
worth even 10 per cent now, why, even 6 or 7
per cent when compared to the purchasing power
of the Indian rupee in 1939. Who is responsible
for this? Is not the Government of India respon-
sible for all this economic plight? Alas, the
Britishers have left us prematurely in this plight
when we were all illiterate, when we were not
sufficiently educated to man the administration of
this country. Because they could not bear the
troubles that the Congress were giving them in
those days they honourably left us all to be ruled
under such precarious conditions of livelihood.

Mr. Vice-Chairman, the Congress
Government, for some two election periods, was
run by people who had sacrificed, who were
worthly of emulation, and the people who
followed
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[Shri G. A. Appan.]

them have/ not been so worthy of the trust
that has been reposed in them. How far have
we followed the principles of the late
Mahatmaji who was the architect of our
Indian freedom, whose was the key role in
our Indian freedom, who was responsible for
this. How far are we following the precepts
that were followed by the late Pandit
Jawaharlal Nehru or the late Shri Lai
Bahadur Shastri? No. Many of them do not. |
am really very proud that we have an
illustrious Prime Minister who is the worthy
daughter of a worthy father to run the
Government now. That is why | said
yesterday that we want a strong Prime
Minister, an able Prime Minister, to control
the administration. If there is any black
sheep, if there is anybody who is detrimental
to the interests of the nation, she should be
able to weed out such perrons. If there is
anybody to get a bad name for the
Government, she has to be bold to weed him
out. Of course | honestly feel, Mr. Vice-
Chairman, while Mahatma Gandhi said, "Let
us not get more than Rs. 500 p.m."; how
many people have increased their salaries? |
think the Ministers have inflated their
salaries because the power was in their
hands. The country has reposed its trust in
them by electing them as "Members of the
Legislature or of Parliament not to increase
their own salaries but to safeguard the
interests of the many, to serve the larger
interests of the nation, to serve the larger
interests of the larger people, not a few
vested interests, not a handful but the
majority. Now how many people are
unemployed in our country? Should not the
Govern-mont take the problem of unemploy-
ment first and try to solve it and give
effective employment, full-time employment
and useful employment to derive more
national income and tax revenue.

Mr. Vice-Chairman, the hon. Minister has
come here with a number of taxation
proposals. Should not the Centre take a
lesson from the Madras Government, the
D.M.K. Government of Madras, which has
not levied any new taxes in these two years?
As such
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where is the need for all these taxations by the
Centre now?

SHRI A. G. KULKARNI: That is only
because you are taking loans from the
Government of India. . .

SHRI G. A. APPAN: We have already paid
it. We are not the only Government, my
friend.

SHRI A. G. KULKARNI: Do not tell that.

SHRI G. A. APPAN: We are not the only
Government getting it.

SHRI K. CHANDRASEKHARAN:
Government of India loans have come
because there are no State loans.

SHRI A. G. KULKARNI: They can float
theirown . . .

SHRI G. A. APPAN: There are small and
big States. This is not a jound economic or
political principle. | think the Government
will have to :ome once again immediately for
the reorganisation of all the States into three
or four compact administrative regions.

SHRI A. G. KULKARNI: What have you
done regarding giving rice at one rupee a
measure?

SHRI G. A. APPAN: Mr. Vice-Chairman,
by taxation of the fertiliser Jie Minister has
committed a blunder, because by this policy
we have now ome, as the story goes, between
the Scylla and Charybdies. We are diving .nio
deep waters, troubled waters, and further it is
opening the Pandora's Box. Why is there so
much of criticism against the Finance Bill? |
am really very happy to say that this time the
hon. Finance Minister has heard the other
House and made certain amendments or
adjustments to meet the wishes of the House.
This Government will have to satisfy and
meet the wishes of the members of this House
also,
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because when we go to our own places where
the electorate have sent us to represent their
grievances, people will i ask: "You have
allowed the Government of India to tax us,
even the poorest farmers”. | agree with Mr.
Reddy that a fanner will have to spend at least
Rs. 340 for every acre. How many people are
there with one acre? | can also join hands with
Mr. Reddy lo request the hon. Finance
Minister to please be kind and gracious enough
to protect the fair name of ths Indian
Government and the fair names of the
illustrious Finance Minister and the Prime
Minister by abolishing or foregoing the tax on
fertilizer—which is not very large for the
Centre.

Mr. Vice-Chairman, lest | am stopped, let
me first of all go to what we would like to
have for our States. For a long time we have
been asking for the provision of sufficient
financial assistance for the Salem steel plant.
Unfortunately or fortunately our Salem steel
plant has been left out even in the Five Year
Plan Scheme given to us recently, and the
favour has gone to Hyderabad, | am told. Mr.
Vice-Chairman, it is meet and proper that the
Government should provide for the starting of
the Salem steel plant immediately at any cost.
I request that the Finance Minister will be
able to use his good offices to see that t'lis
Salem Steel Project is included forthwith in
the budget. Furthermore, | see that there is
undue concentration of wealth and industries
in the northern parts of India when compared
to our southern parts. So, it is the duty of the
Central Government to see that Sta'es which
are far less developed should be given top
priority and utmost priority in the
development of industries, large and small
scale, rather than trying to enrich too much
the already richer States. For this scheme |
would request that the Government and the
Finance Minister will be pleased to make
arrangements for starting a small car project
in our Tamil Nadu Sector, a scooter project, a
number of fertilizer projects, tractor projects,
starting of big industries and water reservoir
projects as we have already submitted for |
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the district of Ramnad about which | have
already spoken a number of times to get more
tax revenue and self-sufficiency in food. And
I would request this Central Government to
release sufficient funds for the reopening of
all the textile mills in our State which have
been closed for a long time, putting a number
of our people out of employment and also not
to pursue the policy of cement decontrol
against which our Government stood, and a
number of cement manufacturers from our
State have sent a represen-tat:on to the
Government. | also request the Central
Government for sufficient aid and assistance
that all the vacant lands in the districts of
Tirunelveli, Ramnad, Madurai, Tiru-chi and
olher parts of our Tamil Nadu have to be
reclaimed sooner than later. We want
sufficient funds for all our projects. When the
Government spends money' on productive
items in our State they will be yielding
appropriate results unlike the public sector
projects eating away thousands of crores of
the national resources and wealth.

Mr. Vice-Chairman, | have been telling this
House that every public sector project should
have a small committee to look into the
various aspects of productivity, profit and all
these things, rather than troubling the
illustrious Finance Minister about the loss in
public sector undertakings. If the Finance
Minister could be put in charge of all the
public sector undertakings, | am sure he will
be able to make a mark by putting everyone
of them into full productivity, capacity,
economy and efficiency and make them all
earn not a small amount but earn sufficient
economic profit. I know how far this Finance
Minister is capable of doing if he is put in
charge of those undertakings; he will be more
useful to the country and he will be able to
save our country from this utter economic
devastation if he is put in charge of
constructive programmes rather than putting
him as the Finance Minister who is being
teased by a number of people. We are
unnecessarily putting him to all the
unpleasant experiences.
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Sir, plantation labour earns so much of
foreign exchange for this country by
producing tea, coffee and all those things. If
the planter has to spend Rs. 10 more on
fertiliser per acre according to our Finance
Minister, we will only be lagging far behind
in the foreign trade markets. With our high
cost of production we will have to lose a lot of
money in foreign exchange which we now
obtain by plantation projects.

The quantum of fertiliser which we use in
our country is the least in the whole world,
that is 34 kilograms per hectare, whereas in
the other advanced countries they use 300 to
600 kilograms per hectare. We are unable to
meet even this demand of 34 kilograms per
hectare. We are trying to import a portion of
it. Is it not the duty of the Government to see
that they start any number of fertiliser projects
and in our country Without undue restrictions
give as much encouragement to these policies
as possible?

We are facing a grave deficit now in our
country in the matter of food production. Mr.
V. V. Giri, our revered last Vice-President and
now the acting President, had given a very
good suggestion—"Let us unite and connect
by canals all the rivers from the north to the
south rather than spending piecemeal every
now and then on drought relief, famine relief,
etc." Suppose all the waste waters that go to
the sea are harnessed through canals and
drafted throughout the length and breadth of
this country, is there any doubt that our
country will not be self-sufficient ih food
production? We will also be able even to ex-
port foodgrains to other countries. 1 would
request the Government of India to maximise
their investment in the development of
agriculture and to start as many reservoir
projects, construct dams and dig river canals
to get more employment potential and tap
capital wealth and added tax revenue.

I would also request the Government to
immedately constitute small committees, not
with 30 or 40 people who come only for one
day. They
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sit in a committee for one or two hours only
and get previous three days' daily allowance.
At times they sit only for half »an hour or one.
I would request the hon. Finance Minister to
see that he sets up a committee of both the
Houses to regulate and revise the constitution
of these committees in so many projects. The
Central Government should try to economise
on the administration not only in the States
and at the Centre but they should also try to
regulate the expenditure that is being incurred
on Parliament, parliamentary privileges and
other parliamentary programmes.

Now that the Finance Minister is here, T
would like to draw his attention to the fact that
he will pay his special and immediate
attention to see that the Hindi version and the
English version of the Budget Speeches are
not printed on the same page or backside of
the same page and to save the printing charges
and the paper that is being dumped on us
unnecessarily. | would rather like to tear the
Hindi portions and leave them aside. But
unfortunately, ih such a ridiculous way they
are being printed side by side in the same
page. You know that in other countries the
Governments calculate the cost of expenditure
incurred every minute, on every pin and every
paper. But here there is so much of colossal
waste by way of avoidable administrative
expenditure on staff, on stationery, printing,
postage, etc.

Mr. Vice-Chairman, | have been a
Government officer in the Department of
Khadi and Village Industries. Sir, there is so
much of colossal waste on unnecessary staff
establishment and on uneconomic units. 1
think the Finance Minister would do well to
look into the financial aspects, commitments,
supervision and inspection side of the Khadi
and Village Industries Commission projects.
He should immediately constitute at least a
committee of five people from both the
Houses to look into the financial aspect of the
Khadi and Village Industries Commission to
evaluate as to how much money is beiny
wasted in the Khadi and Village
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Industries sector throughout this country.
Those" in charge appoint persons only from
their own caste and relatives only. In most of
the Khadi and Village Industries Departments
in all the States, the Harijans are not at all pro-
perly represented. In the name of Gandhiji, in
the name of Congress, these people in the
Khadi and Village Industries Commission and
Boards only try to harass and exploit and
boycott the Harijans in that sector.

I would request the Finance Minister and all
the other Ministers to see that they try to
protect the interests of the Scheduled Castes
by seeing to it that they are represented up to
20 per cent in all the top-ranking jobs also
beside other categories. | have been requesting
the Central Government since 1950 to
constitute a commission on their employment
opportunities so that those constitutional
provisions about Harijans are not a mockery,
that they are safeguarded and that they are not
a mere lip-service. The constitutional
provisions and safeguards should be
implemented effectively, properly, honestly
and honourably.

Mr. Vice-Chairman, having been a textile
man myself—I have been a textile
technologist for over 40 years— | would say
that the textile industry in India is the
foremost major industry which has
contributed to the economic development of
this country to a greater extent than any other
industry big or small. Even before many of
these industries came in, the textile mill and
handloom industry was the foremost and
pioneering industry of our country. Now, you
are trying to throttle that textile industry by
undue taxation and excise duties. You are not
giving  them  sufficient  scope  for
improvement, to modernise and to reorganise.
When | was a small boy, | used to have a
dhoti for six annas, i.e., thirty-seven paise.
Now that dhoti costs something like Rs. 2 or
Rs. 2.50 or Rs. 3.50. You have tried to tax
even coarse varieties used by the poorest
men. Will there be any man or woman who
can go out in the streets without properly
clothing
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himself or herself? Therefore, let the hon'ble
Finance Minister remove the tax on the coarse
cloth and yarn that he has now come forward
with.

Furthermore, | told this House last time
that this increased postal rate was going to put
the country to a heavy loss. My forecast is
coming true. Am | not correct? The more you
begin to raise the postal charges, since the
people are also clever, they will not use your
postal services. Everybody is economy-
conscious and they now employ their own
men for the purpose. Therefore, | request the
Finance Minister to appoint another
Committee to see that the postal rates are
reduced to the barest minimum.

AN HON'BLE MEMBER: How many
Committees?

SHRI G. A. APPAN: It will be saving the
country's economy. Perhaps the Finance
Minister is not interested in what | am saying.
Perhaps | am speaking something not useful
to him. If I am sneaking something not useful,
let me not waste the precious time of the
House. Unless | nave some point to drive into
him 1 will not waste the precious time of this
august House.

Sir, | have been trained by eminent I.C.S.
officers. I have not been trained by others.
Anyhow, Sir, | would rather request the
Government to see that they appoint
technologists who know something and not
because one is a Congressman or somebody's
friend. Mr. Vice-Chairman, this is the House of
Elders, | am really very proud to find that most
of the people here are eminently qualified. Mr.
Mahida gave a very, very beautiful exposition
of his views. Having heard Mr. Mahida, having
heard Mr. T. N. Singh and having heard a
number of other eminent people here, | feel,
Mr. Vice-Chairman, as in other countries, we
the hon'ble Members want to serve our country
in every possible way. Mr. Vice-Chairman, Sir,
let me also say that we are clamouring for more
"wages and benefits. | feel, Mr. Vice-Chairman,
in this , poor country Members of Parliament



2189 Finance

[Shri G. A. Appan.]

and the Legislatures should work honorarily
and those who cannot support themselves
need not come here. 1 am prepared to work
honorarily. 1 have been a social worker all
these years in an honorary capacity. | have
been spending out of my pocket tor public
cause. What is the use of trying to get more
and more money? But there are also persons
like Mr. Bhu-pesh Gupta who spend most of
their time for legislative business. Let such
people get even Rs. 2,000 per month. Services
of such honest men can be canalised and
capitalised for the larger interest of the
community and this country. Let such people
be properly moulded. We want people who
can spare their time for public and national
cause. We do not want people, Mr. Vice-
Chairman, who want a huge amount of salary,
T.A., D.A. and all these things. If somebody
wants some money to support himself, let him
be given some work in the State sector
projects and Departments. After all, ours is
only four or five hours of work a day. | used
to work, not four or five hours, but for sixteen
to seventeen hours a day from my early
childhood. We want many people who can
spend some time for public work and national
work. We want people who can serve the
country in an honorary capacity and not
people who cry for more and more.

THE VICE-CHAIRMAN (SHRI RAM
NIWAS MIRDHA): Would you please wind
up?

SHRI G. A. APPAN: Only one or
two more minutes. Regarding the un-
employment problem among agricultural
labour, it is the only labour which is not at all
organised in our country. Fortunately the
Agricultural Minister, the Food Minister, the
Labour Minister who is also the Leader of the
House, as also the Finance Minister, are all
here. | would request these people to appoint a
National Commission—Council on
Agricultural Labour—to find out their
problems and to see that they are well
organised in every block first, then in every
laluka, and district, then in the State
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and then at the national level. If this one thing
could be achieved, this would help the
Harijans very much and trie purpose of my
mission or calling here.

Mr. Vice-Chairman, one thing more. The
late Mahatma Gandhi was for a Harijan to be
elected as the President of India. Sir, "India
cannot be called independent unless a Harijan
becomes the President”, said the late Mahat-
maji a number of times. He should be an
eminent person, seniormost, reliable and a
strong man, who will not be biased. We would
like a strong Harijan to be made the President
of India. 1 would request the Congress Party
to take my advice to their head. Four times
before | have spoken about this. Today for the
fifth time also | say this. Let us remember and
not forget what Gandhiji said. This has been
my mission ever since Gandhiji uttered tViese
words. | wrote to the late Panditji and to the
other Prime Minister a number of times. You
will find that on record since 1948. | have got
with me a copy of what | wrote to them then.
Mr. Vice-Chairman, let not my voice be heard
in wilderness. Anyhow, Mr. Vice-Chairman, |
belong to the Libra class who will not tell
anything untrue, who will not claim anything
unjust, who will be only just, fair, reasonable
and honest.

Mr. Vice-Chairman, there are many things
on which | wanted to speak. | have a lot of
things to say. Let me not take more time of the
House. 1 would request the hon'ble Finance
Minister to abandon the idea of taxing
fertilisers and to send sufficient money
immediately to our Tamil Nadu Government
and to various other State Governments, to re-
open all the closed textile mills, to support the
one rupee per measure policy of the Tamil
Nadu-Government and to provide all financial
assistance towards that end. | would request
you to come and see how an average Madrasi
is suffering. On this occasion | want to add one
more thing also here now. When our revered
Anna went last to foreign countries he earned a
great name lor this country. So in the absence
of our
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beloved Anna | would request the Government to
extend their generous co-operation to us. They
should encourage the  Tamil  Nadu
Government as also the other State
Governments.

THE VICE-CHAIRMAN (SHRI RAM
NIWAS MIRDHA): The House

MGIPCBE-S4-JO RSS/ND/69-4-3-70 -570

[10 MAY 1969]

Bill, 1969 2192

stands adjourned till 11 A.m. on Monday.

The House then adjourned at seven
minutes past five of the clock till eleven of
the clock on Monday, the 12th May,
1969.



