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ALLOTMENT OF TIME FOR

THE CONSIDERATION OF THE
FINANCE BILL, 1966

MR. CHAIRMAN : I have to inform
Members that under rule 186(2) of the Rules
of Procedure and Conduct of Business in the
Rajya Sabha, I have allotted seven hours 1'or
the completion of all stages involved in the
consideration and return of the Finance Bill.
1966, by the Rajya Sabha, including the
consideration and passing of amendments, if
any, to the Bill.

ENQUIRIES RE. CALLING
ATrENTION NOTICES

SHRI MULKA GOVINDA REDDY
(Mysore) : Sir, on the 7th of this month I had
tabled a calling attention motion, calling the
attention of the Government to the
aggressive military preparations that are
being carried on by China on our northern
frontiers on the one side and by Pakistan on
the other, particularly the attempted efforts
made by Pakistan with regard to the building
up or military preparations at the Haji Pir
sector and the Sialkot sector. It is given
added importance by the fact that China has
exploded a hydrogen bomb. 1 would like to
know whether the Government is making a
statement in respect to this report.

MR. CHAIRMAN : We have passed on
your notice to them.

SHRI B. K. P. SINHA (Bihar) : I have given
notice of a specific calling attention motion
on the reported thermo-nuclear blast which
is third in a series of nuclear blasts by China.
It is also reported that China has developed
adequate delivery capacity for these nuclear
devices. And it is j also being said in very
competent circles \ in this country and outside
that China has either developed or is at the
point of developing medium-range ballistic
missiles. These ; reports have naturally caused
justified con-cern in the minds of Members of
Parlia- i ment and in the country, and! I would
expect, i Sir, that the hon'ble Minister of
Defence i will come out with his statement on

the 12th. I would be satisfied if he comes out
with a statement before the end of this
esession.
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SHRI D. THENGARI (Uttar Pradesh): We
have also given a calling attention notice
regarding the reaction of the Government of
India to the explosion of a hyro*-' gen bomb
by China. It is a matter of life and death for
our nation, and we should like to know very
much whether as a. reaction to it and as a
safeguard, our own Government would be
prepared to go in the direction of nuclear
weapons. We want this clarification.

SHRI ARJUN ARORA (Uttar Pradesh):
Sir, I have given a calling attention motion
notice relating to the sale and export of
military trucks by the Tata Mercedes Bens
concern, called TELCO. The Director of the
concern himself told the press that the concern
has been selling and exporting military trucks
to the Government of South Vietnam, a
country in whose case India has got a special
international responsibility to keep peace.
That is a violation of our policy of non-
alignment and is a damaging thing to our
status as Chairman of the International
Control Commission. Mr. Pande of TELCO,
according to a report in the Patriot, says that
he has been doing so according to the
schedule set by the Government. That is a
very serious revelation and I will request you
to please ask the Minister of External Affairs
and the Minister of Commerce to make a
statement.

THE FINANCE BILL. 1966

THE MINISTER OF FINANCE (SHRI
SACHINDRA CHAUDHURI) : Sir, I beg to
move :

"That the Bill to give effect to the
financial proposals of the Central Gov-
ernment for the financial year 1966-67, as
passed by the Lok Sabha, be taken into
consideration."

Sir, the Finance Bill, 1966, was pasted by
the Lok Sabha on the 5th May, 1966 and it is
awaiting consideration by the Rajya Sabha.
The Bill, the Explanatory Memorandum and
other Budget papers were circulated to the
Members of the Rajya Sabha immediately
after introduction of the Budget. This House
held a general discussion on the Budget and in
reply the pointe raised in the course of that
discussion were dealt with on the 23rd March,
1966, During the consideration of the Bill
in the Lok
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[Shri  Sachindra Chowdhury] Sabha,
Government amendments were moved to
several provisions of the Bill, with a view to
rationalising these provisions further and to
give reliefs in certain directions. These
Government amendments, and also a private
amendment which was accepted by me on the
floor of the Lok Sabha, have now been
incorporated in the Bill. I am giving a gist of
the more important provisions of the Finance
Bill, 1966, as amended during its
consideration by the Lok Sabha.

The first matter, Sir, is the rates of income
tax and surcharge on certain levels of income.
The limit of total income not chargeable to tax
was increased by Rs. 1,000, from Rs. 6,000 to
Rs. 7,000 in Ihe case of resident Hindu
undivided  families  satisfying  certain
conditions, and from Rs. 3.000 to Rs. 4,000 in
the case of other resident non-corporate
assessees. The amount of personal allowance
on which tax relief is granted to resident
individuals and Hindu undivided families has
been increased by Rs. 500 in each case. Sir,
the details need not be given, but they can be
worked out easily.

The Bill provides for the levy of a special
surcharge for the purpose of the Union,
calculated at the rate of 10 per cent, of tha
aggregate amount of the income-tax and the
existing surcharges in relation to earned and
unearned incomes, in the case of all non-
corporate assessees.

So far as the annuity deposits are con-
cerned, the following changes in the scheme
Of annuity deposits will be effective in
respect of incomes for the financial year
1966-67 or any other accounting year relevant
to the assessment year 1967-68. The making
of annuity deposit-; will be made optional for
all depositors without their having to file
written options.

Secondly, depositors will be allowed to
make deposits, during the financial year im-
mediately preceding the relevant assessment
year, in any amount of: their choice, on any
number of occasions. No proceedings will be
taken for recovering any shortfall in the
amount of the deposit actually made from' the
ceiling amount calculated at the prescribed
rate. The deductions for the annuity deposit in
computing the taxable income of the depositor
will be made in respect of the amount actually
deposited up to the ceiling amount.
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In the case of a person who does not make
a deposit, an additional amount will be
charged as penal tax, as at present, with
reference to the 'ceiling amount' of deposit.
Where the deposit actually made is less than
the 'ceiling amount', the penal tax will be
calculated with reference only to the defi-
ciency.

The penal tax for not making the deposit or
for making a short deposit will not be
chargeable in the case of (a) depositors whose
total income does not exceed Rs. 25,000; and
(b) depositors who are more than 70 years of
age during the relevant accounting year. In the
case of a depositor whose total income
exceeds Rs. 25 000 by a small amount, but
who fails to make the deposit, the penal tax
will be worked out only with reference to the
amount by which his total income exceeds Rs.
25,000, and not with reference to the "ceiling
amount', if the former course is advantageous
to the assessee. However, such a depositor
may make the deposit up to the 'ceiling
amount' if he so desires, and get the benefit of
the deduction of the amount actually deposited
in computing his taxable income.

There are certain other provisions to which
I would now like to invite the attention of the
House. There has been the removal of the
charge of income-tax on the equity
shareholders of companies on the national
capital gain represented by the fair market
value of bonus shares allotted to them.

Premiums paid on Pure Endowment
Assurance policies and Children's Deferred
Endowment Assurance policies issued by the
Life Insurance Corporation, are to be treated
on par with premiums paid on life insurance
policies, for the purpose of tax relief in the
case of individuals and Hindu undivided
families.

Sums paid on a contract for a deferred
annuity on life will qualify for tax relief in the
case of individuals, notwithstanding that the
contract contains a provision for the exercise
by the insured of a cash option in lieu of the
annuity.

Interest on Government securities will be
paid without deduction of tax at source in the
case of resident individuals where the total
investment did not exceed Rs. 2,500 and the
investor was not chargeable to income-tax.
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Dividends on units in the Unit Trust of
India, received by an individual, upto an
amount of Rs. 1,000 in a year will be excluded
completely in computing his total ipcome.
Further, in the case or a non-resident
individual unit-holder, receiving dividends on|
units in an amount not exceeding Rs. 1,000
during a financial year, no tax -will be
deducted at source; where the dividend paid to
a non-resident individual unitholder in a
financial year exceeds Rs. 1,000. tax will be
deducted at source from the whole of the
dividend, at the existing rate of 15 per cent.

The levy of the Expenditure Tax has been
discontinued with effect from the assessment
year 1966-67.

So far as the Gift-Tax is concerned, the
rates of the Gift-Tax have been modified so as
to reduce the incidence of this tax at all .levels
of the value of the gifts. Provision i'or the
aggregation of gifts made to the same donee
during the past four years has been removed.

As for Estate Duty, the rates of Estate Duty
in certain intermediary slabs have been
increased.

The statutory period for inclusion of gifted
property in the estate of the deceased donor
for the purpose of charge of Estate Duty is
increased from one year to two years.

Exemption from Estate Duty is granted in
respect of the estate of deceased mem-
' bers of the police force, including any border
security force, who are killed in action in
protecting the border at any time after 3tst
March, 1965. This measure implements an
assurance given by my pre-
. decessor in Lok Sabha last year.

With regard to corporate taxation, there is
increase in the rates of income-tax—in the
case of all classes of companies detailed
below :

(1) Domestic companies in which the
public are substantially interested—

(a) whose total income does not ex
ceed Rs. 25,000—

Under the Finance Act, 1965 it is 42.5
per cent, and now if the present Bill is
passed it will be 45 per cent.

(b) whose total
Rs. 25.000—

income exceeds
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Under the Finance Act, 1965 it is 50
per cent and under this Bill it is 55 per

cent.

(2) Life insurance profits of the Life
Insurance Corporation—

Under the 1965. Finance Act the rate is
47.5 per cent and under the present Bill it
will be 52.5 per cent.

(3) Closely-held domestic companies—
(a) Industrial companies :

(i) on the first Rs. 10 lakhs of the total
income, under the 1965 Act it was 50 per
cent and now under the present Bill it is
55 per cent

(ii) on the balance it was 60 per cent
under the 1965 Act and under this Bill it
will be the same 60 per cent; there is'to
be no change.

(b) For other than industrial com
panies the rate was 60 per cent in the
1965 Act and under this Bill it is 65 per
cent.

(4) Foreign companies which declare
their dividends outside India :

(a) on royalties and technical service
fees under certain approved agreements,
the rate was 50 per cent in the 1965 Act
and it is maintained at the same rate of 50
per cent; there is to be no change.

(b) On other incomes the rate was 65
per cent in the 1965 Act and now under
this Bill it is 70 per cent.

There is the discontinuance of the tax levied
on domestic companies at the rate of 12.5 per
cent of the face value of the bonus shares or
the amount of bonus issued by them to their
share-holders.

There is a modification of the "dividend
tax" i.e. the extra amount of income-tax
chargeable with reference to the distribution
of equity dividends in the case of domestic
companies other than closely-held companies
which are required to distribute dividends up
to the statutory percentages. This tax will now
be chargeable only on the amount of equity
dividends declared or distributed during the
previous year in excess of 10 per cent of the
paid-up equity capital, as on the first day of
the previous year.

There is a new provision made in the

Income-tax Act for a" deduction of 8 per cent
of the profits from, specified priority
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|Shri Sachindia ChowdlIniry] industries in
the computation of the total income of
domestic companies. This is in replacement of
the special rebates of income-tax and surtax
which were available to such companies
previously.

The list of articles and things relating to
priority industries in the Fifth Schedule to the
Income-tax Act has been enlarged by the
addition of three new items, namely, tea,
newsprint and printing machinery.

The quantum of development allowance for
tea plantation in new areas has been increased
from 40 per cent to 50 per cent of the actual
cost and for replantation in existing areas, from
20 per cent to 30 per cent of the total cost. As
the House knows, tea is our best foreign
exchange earning commodity and. therefore,
encouragement to this particular industry is
materially beneficial to the interests of the
country. This allowance will be given in two
stages, i.e. for the second year in respect of the
cost incurred upto that year and in respect of
the balance of the cost, in the 4th year, *instead
of wholly in the 4th year as at present.

Indian companies receiving dividends on
shures in a foreign company allotted in
consideration for supply of technical know-
how or technical services under certain ap-
proved agreements to the foreign company,
will be charged to tax on the dividends at the
rates of 25 per cent only. The same
concessional rate of tax of 25 per cent will be
charged on royalties® commission, fees, etc.
received by an Indian company from a foreign
company in consideration for supply of
technical know-how or technical services
under an approved agreement. Happily for this
country, Sir, we are producing more and more
people who have the know-how and also the
technicat knowledge and we export that
knowledge to other countries also and the
recipients of the royalties etc. are charged at a
lower rate. Firstly by this means a certain
amount of foreign exchange is earned and it
has to be encouraged and it costs very little to
us except in human intelligence.

In the case of closely-held Indian com-
panies which are partly but not mainly
engaged in specified industrial activities, the
penal tax under section 104 will not be
charged for their failure to distribute any
portion of their profits from such activities.
This exemption from penal tax will also be
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available to closely-held Indian investment
companies partly engaged in these industrial
activities.

Then we have some provisions for sim-
plification and rationalisation of the scheme
of taxation.

The tax mechanics of companies is sim-
plified, by eliminating the levy of a gross rate
of tax of 80 per cent accompanied by
provisions for rebates and reduclion of
rebates, and stating directly the effective rate
of tax applicable to the income of each class
of company.

Several changes have been made in tbe
provisions relating to closely-held companies,
in order to rationalise and liberalise those
provisions in certain directions. I have already
mentioned some of these. The whole of the
cost of machinery or plant costing not more
than Rs. 750 per unit will be allowed to be
deducted as depreciation in the previous year
in which the machinery or plant is first put to
use. This is for helping small-scale industries,
cottage industries and so on.

Then capital expenditure incurred lay
assessees in acquiring copyrights and patent
rights for the purpose of the business will be
allowed to be deducted in computing the
profits of the business in equal instalment*
over a period of 14 years.

Total income will be rounded off to the
nearest multiple of Rs. 10 and the amounts of
tax, refund, penalty, etc. will be rounded off
to the nearest multiple of Re. 1 in order to
facilitate income and tax computations.

The rate of Central Sales-tax in respect of
inter-State sales of certain goods is to be
increased iVom 2 per cent to 3 per cent with
effect from st July, 1966.

These are more or less the changes that
have been made in the direct taxes. As to
indirect taxes there are certain changes which
are before this House. Certain commodities |
am afraid had to be charged to a higher rate of
tax. Since then I have given thought to these
and I might mention that I have been able to
give some relief to certain of the items so that
small-scale industries, handloom industries
and the like might be helped. These reliefs I
announced in the Lok Sabha on the 29th April
and were made effective from 30th
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April except on two items which I shall
mention, in a moment. Relief has been
given to the handloom industry by restor-
ing the pre-budget effective duty on
cotton yarn cleared in the form of hanks
in the count groups 22-33 nf. That is,
hank yarn in the count group 22-28 nf. is
now totally exempted, and in the count
group 29-33 nf. hank, yarn will again pay
the small duty of 5 paise per kg. As a
corollary the duty on yarn in other forms
used by the other sectors of the industry
has been reduced by 10 paise per kg. only
in the count group 29-33 nf. As far as
powerlooms are concerned, powerloom
units having 50 to 300 looms have been
given some marginal relief by reducing
on an average their fabric duty by about
one paisa per sq. metre.

So far as paper boards are concerned, I s
had quite a lot of representations from
paper board manufacturers who carry it
on as a cottage industry and in obedience
to their needs what I have done is this.
The effective duty on mill boards and
straw boards has been reduced from 42
paise to 28 paise per kg. In addition,
these two varieties of boards will get a
slab concession on the first 500 tonnes
cleared in any financial year. These
concessions will be available uniformly
to all manufacturers of mill boards and
straw boards.

So far as matches are concerned, the
non-mechanised sector of the industry
has been enabled to produce in excess of
the ceiling limits on paying marginally
higher rates on the increased production.

So far as relief on sulphur imports is
concerned, what we have done is this. In
order to reduce the cost of chemical ferti-
lizers the regulatory customs duty on im-
ported sulphur has been abolished and
the excise duty on sulphuric acid used in
the manufacture of fertilizers has also
been exempted.

I said there were two items about
which I said I shall mention later. One is
Turkey Red Oil which we have decided
to exempt from duty and the other is
Surface Active Preparations and washing
preparations made without the aid of
power.

You will remember that there has been
a decision that there should be an
increase on certain whitening materials
such as surf and so on. It has ben
represented that it will affect a large
number of cottage indus-
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tries and people having small processes
in the villages if this duty were not
lifted. Here again considering the small-
scale industry and the people working in
the villages, we have decided to take
away the duty.

These are some of the commodities in
respect of which I have been able to give
relicl. As for others, as 1 said, the House
had the different provisions before it.
Sir, T move that the Finance Bill be
returned to the Lok Sabha.

The question was proposed,

SHRI DAHYABHAI V. PATEL
(Gujarat) : Sir, my first reaction ou hearing
the Finance Minister's Budget speech was
that even though he might have brought a
new look, he is a prisoner of the Plan
and the small reliefs that he was able to
give were just a little sugar coating. After
that this House has discussed the Budget
proposals when some of us had the oppor-
tunity to offer our criticism and our
suggestions. It was encouraging that the
Finance Minister was appreciative of the
constructive criticism and the suggestions
that were made by us but unfortunately we
see very little of it translated into the final
proposals in the shape of the Finance Bill.
Basically what is going on in this country
for the last ten years is on the same
pattern. In the name of requirements of
the Plan this country is being misled and
bled white. Prime Minister after Prime
Minister goes on repeating— and so also
the Finance Minister—that the taxation
proposals are for the good of the country
and for the good of the common man
whereas in fact the Plans appear to be
made along with a totalitarian Budget after
Budget for perpetuating themselves for
many years in office. From the Second
Plan onwards there has been failure in
achieving the Plan targets and yet the
Government and its Planning Commission
go on talking not only of one Plan but the
Plan after that and the Plan after that.
Sir, that is (here they are thinking in terms
of perpetuating themselves and their rule
for another ten years.  Every Finance
Minister begins by saying that the little
increase that he proposes is not going to
make any effect on prices but in the last
ten years the Central Excise duties alone
have increased to a tremendous figure.
In addition to that, the State Governments
also seem to be catching up and the excise
duties levied by the State Governments
have now reached the figure
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[Shri Dahyabhai V. Patel] of Rs. 650 crores.
Sir, we had three additional doses of taxation
during the regime of the previous Finance
Minister, Mr. T. T. Krishnamachari. So during
the last twelve months there is an additional
burden on the tax-payer of Rs. 382 crores. In
the second Finance Bill of last year there were
fantastic increases in customs and excise
duties and the main purpose of this, it was
said, was to prevent the rupee from falling
further in internal and international markets. It
was claimed that as a counterpoise to the
otherwise deteriorating position of the rupee
and also to make devaluation unnecessary all
this was being done. But none of these
expectations has been achieved. The finance
Minister began by stating his objectives in the
Budget speech and said that the possibility of]
raising additional internal resources will
depend on the growth of dynamism of the
Indian economy itself and from this point of]
view he said he attached importance to
strengthening and maintaining the confidence
of the private sector.

He went on to say :

"It is not necessary for me to dwell at
length on the malaise of the capital market,
which has continued now for more than
three years. There cannot be any doubt that
the revival of the capital market and a
greater flow of private savings to industry
in the form of equity investment are
desirable in the larger social interests."

But one would like to know how has all this
been translated into action.

SHRI S. S. MARISWAMY (Madras) : Sir,
on a point of order. It is a very important Bill.
The Finance Minister ha® just left this House.
When the Leader of the Opposition is
speaking, the Finance Minister must be here.
Last time, when this question was raised, you
said that one of the Cabinet Ministers must be
present but there is no Cabinet Minister here
now. The Leader of the Opposition is on his
legs and he has left the House in a most dis-
courteous manner.

MR. CHAIRMAN: No, no. I do not think
there is any discourtesy. He wfll come back.

SHRI DAHYABHAI V. PATEL : The j
Finance Minister has also increased the,
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Central sales tax, the special sales tax ami
there are increases in income-tax and corpo-
rate taxes. He has tried to make out that by
this the country is paying only 15 per cent of
the national income compared to 9.6 per cent
five years ago. This is misleading because, in
addition to this we have the enormous
increase in wholesale prices and the cost of
living has increased by ait much as 30 per cent
in thel ast five years.

First of all, let us look at the growth of the
Central and the State expenditures over the
last fifteen years. In 1950-51 the total Central
Government expenditure was Rs. 500 crores
and the total Government expenditure of the
States was Rs. 400 crores, making a total of
Rs. 900 crores. Over the last five years I
would like to quote the figures and show how
these figures are mounting and how there is

increase in the Central expenditure.  The
figures are :—
s, crores
1960-61 1,700
1961-62 18660
1962-63 2.377
1963-64 Nearly 3.000
196-1-65 3,200
1965-66 3,500

To this, for 1965-66, if you add Rs. 1 840
crores approximately, which was the expen-
diture of the State Governments, you get the
enormous figure of the order of Rs. 5,300
crores, as the aggregate volume of Central and
State expenditure, as compared to Rs. 900
crores fifteen years ago. All the expenditure of
the State and the Central Governments m the
year 1965-66, totalling Rs. 5,339 crores, is
broken up into four main headings. A sum of
Rs, 879 goes to defence. I would leave this
without much comment for the moment, as
being capable of minor economies, but nothing
of major consequence. Secondly, Plan
development expenditure is Rs. 2.225 crores. |
suggest that if we do not impose severe cuts on
this, the country is going to be bled white. |
would like to ask the Finance Minister what he
is doing about the offer that an hon. Member
of the other House made to him. The offer was
made by Mr. Dandekar, who has been a civil
servant in that department, who understands
finance and taxation. He is a responsible
person and Government themselves had put
great confidence in him on several occasion,.
In hi-, criticism on the Finance Bill, id :
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"If anyone thinks that this is some
what an exaggeration, all I can say is
this. 1 am prepared to name persons in
the Government Service to go into this
matter "

MR- CHAIRMAN: Mr. Dahyabhai Patel, 1
am afraid you should not give quotations from
what happens in the other House. You can
give the substance, but not quotation.

SHRI DAHYABHAI V. PATEL : I was
only trying to show, in his own words, that he
offered to name persons in the Central
Government Service today who should be
asked to go into this, the taxation position as it
is today. You ask them to suggest economies
and economies could be made in expenditure
budgeted as it is, by pruning the waste that is
taking place in many places. It is a question of]
bringing able people together and setting a
task befoie them, the task of giving relief to
the people, to prevent unnecessary taxation,
which has already become burdensome, to
prevent inflation, which is the greatest trouble
with the economy and from which we are
suffering today and make a distinction
between real Han and non-Plan expenditure. |
suggest that the Congress Party in its own
interest should give serious thought to this.
This idea is supported substantially by the
various Reports of the Public Accounts
Committee, particularly by the few Reports
published recently, e.g. the Report on the
Khadi Commission. In the Report on export]
promotion you will see how Rs. 1 crore is lost
by failure to take proper guarantees. The other|
part of the Report is on iron and steel. And
one more item I will mention. The
Government of India has lost some Rs. 16
lakhs in the purchase of mules. This is how
the whole business of Government is going on
from one department to another.

#t faww www w=r ww A@tfem
(weq w3W) @S R\

SHRI DAHYABHAI V. PATEL:
Exactly, as is they have not got enough. What
is really necessary is a change in the outlook
of the Government, a will to improve
agricultural output, not by regulation and by
regimented co-operatives, which have failed
so miserably in this country, but by helping
agriculturists to improve their output, by
service co-operatives, if necessary,
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by supplying them with better seed, manure,
water supply, etc., without the greedy State
Governments coming in and going on raising
levies on water supply again and again. What
is needed is a drastic cut in wasteful
expenditure, in which I include corruption,
which is a substantial form of waste. Besides
this, there is a lot of waste in what are called
welfare activities. Are not the Social Boards
and the other so-called welfare staff, who are
supported by an army of service jeeps, etc.
used very largely in the election machinery of
the Congress Party, rather than in giving the
required relief to the poor people and in whose
name all this expenditure is incurred ?

I will not take long. I will just point out one
serious example of the way in which
Government money is being wasted and
Government is reluctant to take action, when
the matter is brought to their attention.
Through Short Notice Question No. 1 on 3rd
March, I drew the attention of this House to
the arrest of certain ships of a Company, a
company which had been given large
guarantees by the Government of India. I
made certain allegations about the manner in
which the company's affairs were being
carried on. Instead of the Minister coming
forward with a straightforward answer even
after the Half-an-hour Discussion that was
demanded, we got a responsible Minister of
the Government of India—I hope he is—
getting up and saying that I was making these
allegations because of provincial bias, that
some Bombay companies were behind this;
whereas the facts have now turned out to be
quite the contrary. Sir, I am referring to the
affairs of the Jayanti Shipping Company and I
would like to take a few more minutes of the
House for reading some photostat copies of
letters that I have in my possession to show
how things are going on. I have handed over
the photostat copies to the hon. Home
Minister to take whatever suitable action he
thinks fit. Here is a letter signed by Dr. Teja :

"In connection with the list of spares
which we additionally require for our ships,
I enclose the agreed list with this letter for
your reference. It is my understanding that
a round figure of $28,000 for each ship is
going to be charged for these spares listed
as enclosed. It is also my understanding that
you have agreed to this low price as a
consideration for
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[Shri Dahyabhai V. Patel]

. our ordering the new ships from your Yard,
and that your company will not supply
these spares on a repeat order ba’is at the
same price. In other words, the break-down
price for these spares are

* in excess of the total sum of $28,000. I
thank you for your co-operation in agreeing
to this arrangements, ....

(Sd.) Jayanti Dharma Teja."

Then there is a receipt for this $28,000 which
is unstamped, and another receipt for a like
amount unstamped. Then I have another letter

SHRI AKBAR ALI KHAN (Andhra
Pradesh) : Sir, as an Enquiry Commission has
been established, will it not be better if my
hon. friend sends these papers to the
Commission of Enquiry ?

SHRI DAHYABHAI V. PATEL : I have
already referred to that.

MR. CHAIRMAN : He has sent copies to
the Home Minister.

SHRI DAHYABHAI V. PATEL: Here is a
letter from T. Ogimoto, Chief. Export Ship
No. 3 Section. It is a letter addressed to Dr.
Teja :

"We enclose herewith two RECEIPTS
undated for the sum of U.S. $159,600 &
79,800 respectively which Capt. Kothawala
requested us by phone on 9th November,
1964.

The above RECEIPTS are issued by us at
your request solely for your convenience
and we acknowledge not to have received
any actual payment regarding above
RECEIPTS from Am-Indo Shipping Inc.

Please sign and return us a cavbon
copy of this letter attached hereto for
acknowledgement of the above."

Then there is a letter from Mr. Kothawala
who is arepresentative in Japan of the
Jayanti Shipping Company and Dr. Teja :

"Dear Mr. Schulz,

While Dr. Teja was here, he gave me
two receipts, in Original and one copy
of each, that had been issued by Mitsubi-
shri, for U.S. $79,800 and $159.60n. As
per his instructions, I am sending them
to you to be dated and stamped as pre
viously done, copies of which are attach
ed." 2l
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He is continuing this. This is not the first
occasion—

"I trust you will do the needful in the
matter. Kindly acknowledge receipt
(Sd.) M. M. Kothawala."

Then there is a letter of reply from Mr.
Schulz to Mr. Kothawala acknowledging this

"'This is to confirm receipt of your letter
of April 17th, containing original and one
copy of each of the two receipts issued by
Mitsubishi for U.S. $79,800 and $159,600.

Thank you also for forwarding the
drawing of the cargo oil and fuel system of
the Chanakya to Mr. Tsacoyanis.

(Sd.) T. Schulz."

Then there are two receipts duly dated. First
they were undated. Now these two receipts
have been dated 8th November and 14th
December 1964 and to show
acknowledgement also have been appro-
priately stamped a few days later, 18th
November and 24th December. This is where
the money of the poor taxpayer of this country
is going. Government have failed to eradicate
corruption at high places. Only a few days
back we heard what was happening in the
States. I will not repeat it. Here is an instance
to show how the blue-eyed boys of the
Government arc allowed to milk. money from
the Government. Large loans are given, and it
is for you to see how they are being used. For
these purposes are we going to be milked and
bled white by the Government ? How do you
expect any reasonable person to support this
Ffaance Bill V

SHRI M. M. DHARIV (Mabharashtra) Mf.
Chairman, the hon. Finance Minister had to
take charge in the month of January and it
was only within two months that he had to
carry this heavy burden of presenting the
Budget to the Lok Sabha and then to the
Rajya Sabha.

[True DEPUTY CHAIRMAN in the Chair)

It was indeed a very difficult task and.
Madam, in view of the situation that there
was the conflict between India and Pakistan
there were heavy strains on our economy.
Foreign aid was abruptly stopped by our
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friendly countries. There was the shortage of
food and when the whole economy of this
country was on hard trial, the Finance
Minister had to frame the Budget and had to
present it to Parliament.

Madam, I have gone through the criticism
that is levelled not only in this House when the
budget was under discussion but I have also
listened to the speeches of important leaders in
the Lok Sabha, and having regard to the
criticism that is levelled from all the sectors*
the Rightists, the Leftists, the Extremists and
the Centrists, 1 feel that the hon. Finance
Minister has definitely stood the trial well and
has come out of the examination both skilfully
and successfully. Just now it was said by the
leader of the Opposition, Shri Dahyabhai
Patel, that in this country of ours taxation is
going on very heavily. This burden is not
bearable for the people. I do understand that
for the poor people it has become really
difficult in these days, but how to develop this
country? When we are passing through the
days of a developing economy, how can we do
away with taxes ? Without taxes it is not
possible for us to rebuild this country, and
particularly when the problems of this country
are so enormous, we cannot do without
planning too. Since our independence, Madam,
there are problems and problems. Even prior to
our independence there were problems. There
was illiteracy, there was unemployment, and
there was poverty. Besides, at the time of]
partition a heavy flow of refugees came into
this country. Particularly, when the whole
world and the modern countries are going
ahead with the fastest speed in these days of]
technology and science, if we are to catch up
with that speed, well, it is not possible for this
vast country of ours to go without planning,
and that is why we have accepted planning. I
have gone through the criticisms, and the main
points of the criticism we find today are
regarding the foreign aid, food imports,
fertilizer deal, Indo-American Foundation,
growth of monopolies, increasing disparities
between the rich and the poor, heavy burden of]
administrative expenses, corruption, nepotism
and excessive use of power. Today we are
concerned with the economic aspect and I
would like to deal with the economic aspect
only. So far as foreign aid is concerned,
Madam, 1 think there is not much of]
controversy in having foreign aid. Of course
there are a few fanatics and they say
L51RS/66-3
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that it is not possible for any socialist country
to have socialism with foreign aid. even if we
look at China and Albania, two most powerful
Communist countries, as is said today by the
protagonists of Communism, they have
accepted aid from Russia. Vou look at any
Communist country and you will find that they
have accepted foreign aid. So, it cannot be said
that we cannot have foreign aid. The only
question should be that there should be no
political strings attached. When we accept
foreign aid, I do understand that there should
be no political strings attached. But when
some-countries are giving foreign aid some
sort of strings are bound to remain attached.
Maybe they may demand some interest, maybe
they may demand some concessions. And
while having these dealings it is for us to see
that the freedom and independence of this
country is not bartered away. It is really sad to
see that not only the leaders of some of the
Opposition parties but also the leaders of my
own party have said that the present policies of
the hon. Prime Minister and her Cabinet are
bartering away the freedom and independence
of this country. It is not only an insult to our
Prime Minister and her Cabinet, actually it is
an insult to the people of this country. We
know our Prime Minister and the Cabinet very
well and if there is any attempt to barter away
the freedom and independence of this country,
the Prim© Minister will be the first person to
come forward to make any sort of sacrifice to
maintain the dignity, honour and prestige of
this country. It is also a fact that the party in
power has fought against the British
Imeprialism with all possible might and vigour
and that party knows the value and importance
of our own independence. To say that these
leaders are trying to barter away our freedom
is not fair on the part of those who criticise
them. I feel that this sort of criticism is having
some political angle. When there was the
aggression committed by China, why was ft
committed ? There was actually no cause for
dispute between them before. India was going
on with its democratic policies and towards
socialism. China wanted to disrupt the whole
of the Indian economy and that was the reason
why that aggression was there in 1962 and that
remains constant. And these friends who are
saying today that we should not accept any
foreign aid, that we should not accept any
import of foodgrains, I
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[Shri M. M. Dharia] believe, they want to
create the same situation by hampering our
own economy in this country and from that
point of view it is for us to think over whether
that criticism is proper and correct.

There are other criticisms also regarding
this fertiliser deal and the proposed Indo-US
Foundation. I do understand that while having
all these deals we should take care to see that
the Indian people are not exploited, that this
country is not exploited. But that does not
mean that we should not accept any foreign
aid or that we should not have any deals and it
is from that point of view that we shall have
to look at things.

So far as the Indo-US Foundation is
concerned. 1 feel that there is no harm in
accepting this aid. And when I say 'aid', this is
not begging. India has kept her prestige by
making repayments of all the loans that have
been advanced to her in time. It is our|
tradition. From that point of view, there is
nothing harmful for a country which is
backward to accept these loans for its progress
and from that point of view, I believe, there
should be no intervention in our own
educational system from any foreign country.
It should not be tolerated. At the same time
there should not be any reason why we should
refuse to take any help that is coming forward.

It is stated by several leaders, again, that the
Fourth Five Year Plan is not decided in this
country, that the decision is not taken m
Delhi, but that it is taken at Washington. If]
you look at the Memorandum that has been|
circulated to all the Members, you will find
that we need nearly 4,800 crores of rupees
from foreign countries. Out of this sum of Rs,
4,800 crores, Rs. 500 crores will be coming
from the Communist Bloc. A sum of Rs,
4,000 crores is expected from the World Bank|
and the United States and other countries. And
we expect that a private capital of nearly Rs,
300 crores may come from the private
enterprises from other countries. Now, wel
have formulated our own Plan and that Plan is|
no doubt based on this amount of Rs. 4,800
crores to be received from the foreign
countries. If we are to formulate our plans and|
finalise them certainly some negotiations are
absolutely necessary to see whether it is
possible for this country to have that
much of
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amount from the foreign countries and from
that point of view, if there are any discussions
at Washington or at Moscow, there should be
no harm in those discussions being held. It is
not bartering away the freedom of our country.
It is not going to be decided by others. It is our
own Plan; it is for us to decide our Plan, it is
for us to fix the priorities. But we shall have to
create the atmosphere in those countries from
where the aid is to come. After knowing what
amount is to come, then only can we for-
mulate our Plan and set our priorities. And in
this context if we look at the present
discussions, I feel that there is nothing wrong
in our Prime Minister or the Minister of
Planning or the Finance Minister having any
negotiations with the foreign countries. This
Plan is not going to be decided at Washington,
it will be decided in Delhi. I have no doubt
about it. The whole of the draft is prepared in
Delhi and if it is to be finalised, then these
negotiations are absolutely necessary and
consequential; they are a necessary corollary.
And from that point of view I feel that such a
criticism is absolutely futile.

There 1? one more criticism which is raised
against us and that is regarding the foreign aid
that is being received every year. During the
First Plan we received Rs. 194 crores which
was 5.8 per cent of the total investment.
During the Second Five Year Plan, we
received Rs. 1,422 crores which was 21.1 per
cent. In the Third Five Year Plan, we received
Rs. 2,650 crores which was 25 per cent. But
during the Fourth Plan even if we receive Rs.
4,800 crores for which we have been
negotiating, it will be less than 21 or 22 per
cent. So the whole tide is getting turned, it is
being changed. From the 25 per cent of
foreign aid which we were then receiving
during the Third Five Year Plan, we shall be
going backward and not forward, in receiving
more and more aid, and if we are going to
receive foreign aid to liquidate the aid itself in
the days to come, there is nothing wrong. It
would be the best possible policy in the
interests of this country and from that point of
view I again believe that the criticism that is
being levelled is not fair.

I would like to come to the aspect of
agriculture. I feel that so far our Government
has not paid that much attention to agriculture
which it should have paid in the beginning. If
we had done that, I feel that
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perhaps the economic strains that we are
facing today would not have come in our way.
Ours is a country having a rural basis. There
are several needs of the poor agriculturists.
We know that this country has been producing
more than 50 per cent of its income from the
agricultural resouces and from that point of]
view, we shall have to satisfy the needs of the
poor agriculturists. Recently, there was a
conference of the Chairmen of Land Mortgage
Banks in the whole country, here in Delhi.
They are in need of Rs. 100 crores but so far, |
am afraid, the Reserve Bank and our Govern-
ment have not provided even Rs. 40 crores to
these Land Mortgage Banks. They want them
to go in for more and more agricultural
production and if we are not going to place
that much of amount at the disposal of these
Land Mortgage Banks, how is it possible for|
us to go ahead with the intensive farming
programmes ? 1 feel that the time has come
when the Government should change its
approach towards agriculture. A rural bias is
absolutely necessary and to face the various
problems, I believe that the formation of an
agro-industrial society at the rural level is
absolutely necessary. The Fourth Five Year
Plan is no doubt based on these formulations
and from that point of view, more and more
aid would have to be given to the agricultural
sector.

There are other problems too. But the time
at my disposal is absolutely short and so
instead of going into detailed arguments, I
would make quite a few suggestions.

It is true that nearly Rs. 75 crores have now
been given under this Budget towards family
planning and it will be at the disposal of the
Ministry of Family Planning. Madam. I
believe that this is really a serious problem.
Every day we have been adding nearly 32,000
to 33,000 new people to this country and if
every day 33,000 new citizens are being
added, I do not know how we are going to
solve this problem of food, shelter, clothing,
education and all that. And from that point of
view, we shall have to enforce family planning
and take effective measures. I would like to
suggest that the time has come in the life of
this country when we should compulsorily say
that no couple should have more than three
children. Of course, it must be for future
years, not for the past years. The Bigamous
Marriage Act should be made applicable to all
the
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citizens irrespective of their cast and creed. 1
p.M. SHRI AKBAR ALI KHAN : I agree.

SHRI M. M. DHARIA : Abortion should
be legalised.

SHRI AKBAR ALI KHAN : No, no.

SHRI M. M. DHARIA: Well, that is my
suggestion. Economic sanctions should be
used for this compulsory family planning.
Officials should be told that their increment
will not be available to them if they are not
operated after three children.

SHRI BANKA BIHARY DAS (Orissa):
What about M.P.s?

SHRI M. M. DHARIA : I am coming to
that. So far as farmers and others are
concerned, they are given tacaavi and all
possible aid. They should be told that if they
want this aid for further cultivation, they can
have it, but if they are having more than three
children, they must get themselves operated.
So in this way economic sanctions should be
used in all the fields including Members of
Parliament, as my friend, Shri Banka Behary
Das, has suggested. 1 feel that is the way
whereby wo shall be in a position to control
the present growth of our population.

SHRI LOKANATH MISRA (Orissa) : Let
us have a day of killing when anybody can
kill anybody so that we can bring down the
number.

SHRI M. M. DHARIA : It is really a
serious problem. I do not know whether my
friend has read the book which says that the
only space we will have will be to stand, not
even to sit or sleep. That day may come on
this earth. From that point of view one should
be cautious today.

My fifth suggestion would be casting an
obligatory duty on the corporations, muni-
cipalities, buroughs, Zila Parishads, Samitis
and even Gram Panchayats to see that all the
citizens coming under their purview are
operated, and for that all possible help should
be given.

My last suggestion is with regard to free aid
in the form of contraceptives, pills or loops or
whatever it is including operations.

Then, Madam, I feel that in order to give
reasonable facility to all those who
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[Shri M. M. Dharia] are particularly of the
weaker section, the Government must
decide to supply the necessities that are
required in our life, may be food, shelter or
clothing.

THE DEPUTY CHAIRMAN : Your time is
up.

SHRI M. M. DHARIA Within five
minutes I shall close. I feel that the Gov-
ernment should see to it that these basic
necessities of the people are substantially
fuifllied, and from that point of view a price
line shall have to be fixed. This vicious circle
of more and more dearness allowance is going
to add to inflation, and from that point of view
also, I believe, the time has come to supply
these necessities of life to the people.

For the development of this country a|
capital levy shall have to be introduced. I am
happy that our Finance Minister has
simplified the present tax structure. But that is
not enough. A capital levy shall have to be
introduced. As regards the death duty, is we
adopted it, at the time of its implementation
there, loopholes shall have to be plugged.

Another suggestion of mine would be the]
requisitioning of property in urban areas. The|
hon'ble Finance Minister said the other day in
Bombay that if a ceiling is not fixed on the
rising prtees of these properties and lands in|
the cities or urban areas, it may not be
possible for us to give housing facilities to the
poor and the middle class people. That shall
also have to be done.

Then, Madam, there are various reports
which are not being implemented. For
example, there is the Monopoly Commission's
report before us. What have we done with
these growing monopolies ? The rich are
getting richer and the poor are getting poorer.
We should not allow that tendency. Now the]
time has come when we have to put an
immediate curb on these growing monopolies.

I also feel that this Gold (Control) Act shall
have to be scrapped. I know there was veryj
good intention when it was introduced. Bu
the purpose for which this Gold (Control) Bill
was introduced, I feel, has not been able to do
justice to the people or to the Govern-
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ment. That is why since several Members
have been insisting on the Government, I
request the Government to consider their
request. I can understand there may be other
sides also. From that angle also it should be
considered, and this demand should be given
priority.

THE DEPUTY CHAIRMAN : You have
taken 20 minutes, and in your party, there are
many, many speakers.

SHRI M. M. DHARIA : I will not take
much of the time now. Yesterday only we
celebrated the Gokhale Jayanti. I would only
refer to what that great man said fn those
days. From that point of view, an atmosphere
shall have to be created in this country. He
said :

"The struggle before us is a long and
weary one, and while the thought of it
should stimulate all our energies, undue
impatience will only recoil upon our own
heads. Nation-building is nowhere an easy
task. In India it is beset with difficulties
which are truly formidable and which will
tax to the uttermost all our resources, and
all our devotion. Let us not forget that we
are a stage of the country's progress when
our achievements are bound to be small,
and our disappointments frequent and
trying. That is the place which it has
pleased Providence to assign to us in this
struggle, and our responsibility is ended
when we have done the work which
belongs to that place."

Thank you very much.

SHRI N. R. M. SWAMY (Madras) :
Madam Deputy Chairman, I rise to con-
gratulate the Minister of Finance for his bold
steps with regard to giving certain concessions
to an extent which has given some relief to the
corporate sector and other bodies. Madam,
when the late lamented Shri Lai Bahadur
invited the present Minister to take charge of
the Finance portfolio, many of us raised our
eyebrows, saying that he was neither in the
politics nor in the administration. How will he
cope with this heavy portfolio, we all felt. But
our faith in the judgment of the late lamented
Shastriji was unshakeable. Now we know the
integrity of the present Finance Minister. We
now realise that the confidence and trust
reposed in him had not gone in vain. But the
people feel that the relief which
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has really been given is not much compared
to the expenditure involved in the adminis-
tration.

We have been clamouring, Madam, that rebate
must be given, concession must be shown, but
correspondingly the expenditure seems to have
been retained in the same fashion. As a result of
these concessions, how much shall we save and
to what extent the expenditure will be curtailed
has not been shown by the Finance Minister. He
has yielded to the pressures and representations
made by the corporate sector and the Chambers
of Commerce. But to what > extent it will have
an impact on the expenditure is not known. He
has not taken pains to tell us that corresponding
to the savings that he has made how much expen-
diture will be involved. Otherwise what will
happen ? The gap will widen since the
expenditure will not be restrained. Therefore, the
Finance Minister must explain to this Houre how
much we will be able to save by giving' these
concessions  without resorting to  deficit
financing. What happens is that our taxation
proposals are modified to see that the
expenditure is cut by raising the taxes. But so far
he has not shown that the expenditure has been
curtailed. I, therefore, take it for granted that this
Budget has been loosely done without resorting
to curtailment of expenditure.

Madam, I do not want to suggest that the
Finance Minister is not having th: support of
this House. He has not done much nor could
he do anything even if he wanted to do
because the legacy he has inherited was such a
difficult one. He has precious little time to
adjust and whatever little he has done has to
be construed from the point of view of the
time at which he has come to occupy this
position. The Finance Minister is not merely
something like a book-keeping Minister or an
allotment-making Minister or a tax-collecting
Minister. This Ministry has got to look at the
picture as a whole with vis'on, perspection and
a sense of mission. This Ministry has got the
power to guide the other departments and give
inspiration to them. Ordinarily this Ministry is
very often criticised for levying taxes. When
somebody has to take charge as a Finance
Minister, he has to make a study of the overall
picture of the country's finances and he has to
make-a study of the socio-
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economic fabric in a dispassionate and
objective manner before he can think of
anything else. He has to work within the
framework of this socio-economic structure.

Madam, there are several problems in our
country and the first problem is the village and
its economy. We are all aware that village life
has been one of terrible misery. We all know
that modern industrialisation has thoroughly
changed the very picture of the village life
which has become almost miserable. Village
has become a raw material producing adjunct
to the industrial area. We have seen that the
industrial pace is very much curtailed as a
result of the internal market which has set a
limit to the expansion of industries. With the
growth of population, pressure on land,
consequent fragmentation of land, creating
more and more unemployment, the whole
village life has become almost a heap of debris.
Madam, I may be pardoned if I say that the
village life is such that they do not get even
clean drinking water. It is enough if they are
given pure drinking water and approach roads.
are provided for them so that they can carry
their products to the market. If the village
people are given these facilities, I am sure the
whole picture of our country would greatly
change and the pace of industrial progress will
also be accelerated. Village life is such that the
people there are attracted to towns because of
their glamour. They go to the town side en bloc
and the result is that production is jeopardised
and they are very much enamoured of the city
life. They go there with their families and with
their kith and kin and live in a small house. On
the o her hand we spend large sums of money
for beautifying cities like Delhi and all that.
These people go and live there in small huts
not even three or four feet high and they crawl
inside and live a miserable 1'fe. We should
therefore see to it that the village life is made
more and more attractive by giving them all
facilities.

In this connection I would like to make one
suggestion. From food crops thsy have shifted
to commercial crops so that they get more
money. We should try to wean them away
from commercial crops so that they come back
to food production. For this purpose we must
give them loans, seeds, fertiliser, etc. and their
crops
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[Shri N. R. M. Swamy] have to be protected
from insects. Then there should be
development bank or some such bank to give|
them loans against their crops and their crops
in turn must be ensured. If we do that, I am
sure the villagers will take interest and carry on|
their work so that there is more and more food
in the country. We are all aware that we have
tried co-operative farming, land reforms and
community development service but all these
three things have not done their jobs. We need
not have much imagination to realise that the
landless labourers are not likely to get the
benefit provided by community development
or the co-operative societies. They do not
recognise village as a unit. Only certain
individuals get the benefit, thrse who are
creditworthy and who have got enough
resources to invest. Then what is the altir-
A&tive? The only alternative is to se: that
development banks come into existence so that
the poor people get loans, I mean the landless
labourers. If this is done, I think we can change
the map of this country; it will get altogether a
different shape. The Food Minister must try to|
do this work at least in some districts in each
State for a period of three years and see
whether there is any change and the stale-ma'e
is broken. The Finance Minister should be able
to find money for it. The other day, Madam,
the Food Minister said that community
development has not done its job and he
wanted to have it changed in shape and form so
that better results would follow and the
situation would not be worse than what it is.

The next important problem which needs
solution is education. We all know the Central
Government spends a lot of money subsidising
university education through the 1I/.G.C. buf
nobody thinks of the base which has narrowed
and the top which has become very heavy. The
net result is that the murmurs of the
discontented occasionally burst i'to bouts off
indiscipline in the temples of education. This
is not at all congenial for the development of
our country. The result is that the badly run
and badly managed institutions are only
intended for the children of the poor people
and the business magnates and industrialists
send their children to public schools. So, the
Finance Minister has to find some money to
see that secondary
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education which is in the doldrums is brought
up to its proper standards because secondary
education is the raw material for the
universities to mould the character of the
people. It will not be possible to shape the
character of the student if secondary education
is not raised to its proper standards. The
Finance Minister has to find money for this
purpose. How to find money for all these
things? We have to find the money from our
own resources and also by borrowing. There is
nothing wrong in going abroad and getting
money by borrowing, especially these large
sums of money that are n:eded for our
developmental expenditure. Some people may
criticise the Government that it is going with
the beggar's bowl and that our country even
after 18 years of independence is not able to
find enough money and that it is not carrying
on the administration properly and so on. But ¢
lo submit that there is nothing wrong in going
abroad for getting money for our lopment
purposes. It has nothing to do with our
integrity and we are not bartering away our sov
reignty. Of course, there is one snag here.
When we take °uch large amounts of money
from foreign countries Parliament must be
aware of how much we want to borrow from
those countries. There is a provision in our
Constitution to say that the Government can
borrow and Parliament should also know what
amounts are required. But this provision has
not been utilised by the Government, may be
for good reasons. They may feel that this might
possibly curtail the expansion of the
development schemes of the country. Perhaps
that is the reason why we are not taking
advantage of that provision. But at the same
time how much money we aTe going to get
from outside we are not able to know. Only
after getting the money we are told and then
we have to support it. I have no objection to
this being done because it is not done for any
bad purpose. It Is for the purpose of the
development of the country that this is being
done. But we seen to be mortgaging the entire
future, our future generations for years to come
who will be engaged in discharging those
loans.

Much has been said. Madam, about the
Indo-U.S. Education Foundation. There is
nothing wrong about this Foundation
according to me and about its being created
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here. The only snag here is that we should
not allow foreigners to have a say in our
educational system. There is a possibility that
they might send inferior quality men and
materials and try to administer education oi'
our country. I only want that that should be
guarded against.

We have not been very happy when our
leaders were asking us to lead an austere life.
They asked us to lead an austere life, to
consume less and to save more. Yet we can
see what is going on around us. What do we
see? Many of our leaders, the moment they
become ministers, th-y want big bungalows,
fine curtains, fine furniture and imported
cars. We have seen that. They immediately
want not a country-made car but an imported
car and the Finance Minister has to find
somehow the foreign exchange and get the
imported car. What has been the asset of the
Congress all these years ? An austere life was
the asset, but that is not there now and so we
are unable to enthuse our people and to ¢ eate
the necessary buoyancy in heart. They cannot
say now, "See that man who lives the life of a
poor man though he can afford to live a rich
man's life. He does so for the sake of the poor
people and to be in consistent with the status
of our country." But nobody does that now.

THE DEPUTY CHAIRMAN: You have
taken twenty minutes. Please finish in
another minute or two. There are several
speakers from this side of the House.

SHRIN. R. M. SWAMY:: Then I will only
refer to a few more points and finish my
observations, Madam. So far as non-
developmental expenditure is concerned I
would certainly request the Finance Minister
to see that it is cut to the minimum.

Much has been said about the Gold
(Control) Order and it has been urged that it
should be scrapped. I am one with those who
say that it should scrapped because it has not
served the purpose for which it was
introduced.

Then there is the delicate point of
scrapping prohibit'on. Prohibition is a subjret
on which many will have different of
opinion. I am sure it has not served the
purpose for which it was introduced and I
wish Government to give second
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thought to the subject of prohibition also and
then scrap it along with the Gold (Control)
Order.

Continued dependence on foreign technical
know-how and foreign technology should also
be done away with because in the recent
conflict with Pakistan we saw the results and
we have learnt the lesson that self-reliance is
the best thing for Us to develop.

I have seen the conditions in the villages
and the difficulties caused by scarcity of
kerosene. I will not find fault with the dealers
or the companies. Though the foreign
exchange position is in the doldrums the
Finance Minister must make a practical
approach to the problem and remove this
miserable position in the villages.

The public undertakings, I find, have not
been functioning very satisfactorily. They are
over-staffed and huge expnditure has been
incurred on them. Yet there is delay in
production and high cost. Also there is not the
full use of their capacity. These are the things
that are most noticeable and they should be
removed and these undertakings should be run
as efficient private concerns are run and not as
departments of the Government.

Recently we have h aTd a lot about huge
infiltration and concentration of military
people on our borders with China and th.re are
the doubtful intentions of our neighbour
Pakistan. There may be con-fion ation and
trouble. I hope the Finance Minister will be
able to persuade the latter and prevent the
former from joining hands with one another.

I do not think I have much time left and so I
shall resume my seat now with the
observation that the Finance Min'ster will
please find money for the proposals that I
have referred to.

THE DEPUTY CHAIRMAN: Shri Banka
Behary Das will speak after the lunch hour.
The House stands adjourned till 2.30 p.M.

The House then adjourned for
lunch at twenty-six minutes past one
of the clock.

The House reassembled after lunch at half-
past two of the clock, the VICB-CHMRMAN
(SHRI AKBAR ALI KHAN) in the
Chair.
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SHRI BANKA BEHARY DAS: Mr. Vice-
Chairman, Sir, when I analyse the Finance
Bill which envisages certain new imposts and
certain concessions. I am sorry to say that I
am thoroughly disappointed. Let us have a
balance sheet of the Finance Bill. On the one
hand they have given certain concessions to
the big business houses of this country
including companies and eliminated the
Expenditure Tax, whereas on the other hand
they envisage a rise in the Central Sales Tax
and also imposition of new imposts in the
shape of excise duties. Sir, in the name of
Five Year Plans based on development and
defence the Government of India has created
an economic situation which is highly
explosive. We are living on a volcano of
inflationary prices and high taxes which have
eroded the standard of living of the common
man and have brought about an economic
system in which the monopolists have grown
richer and richer, the holders of black money
are running a parallel Government and where
(he entire capitalist class has been in a
vantage position to successfully pressurise
the Government and get whatever conces-
sions it wants. In the name of socialism a
society based on the so-called mixed
economy has been brought about and during
the last more than one year We are seeing
that the ruling party is sliding back from
socialism both in the agricultural and in the
industrial sectors. They are more and more
surrendering themselves to the pressure of
both foreign and Indian finance. The recent
policy regarding fertilizer industry and
foreign aid clearly exposes this and shows
how far they have treaded in the opposite
direction. The fiscal policy of the Finance
Minister as defined here in this House and
shaped through the present Budget only fits
in with this reactionary policy.

We live in an age of planning. Planning
takes into account some cardinal factors that
resources are to be raised, the directions of
expenditure are to be defined, the production
targets are to be fixed and achieved and
prices are to move according to a path
charted by us but in actual practice planning
of resources including taxes is being made
leaving all other factors to the mercy of the
various forces that operate in this backward
economy as a result of which the tax burden
on the
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common man has been very intolerable and
inflation is the order of the day. To appreciate
the incidence of taxes and the rise in prices I
would quote here a few figures. In 1950-51 the
entire tax revenue of the Indian Government
was Rs. 357 crores which in course of time,
according to the Budget Estimates of 1966-67,
has come to Rs. 2160 crores. Out of this the
Income-tax and the Corporation tax which was
about Rs. 125 crores has gone up to Rs. 600
crores, which is about four times. Customs
duty which was about Rs. 157 crores has gone
up to Rs. 554 crores which is again about four
times whereas the Union excise duty which
was only Rs. 67 crores has gone up to Rs. 958
crores which is more than 14 times. During
this period, on the advice of the foreign
economic expert, Mr. Kaldor, we imposed an
Expenditure tax to mop up the surplus that was
still in the hands of the Big Business of this
country but Sir, you know in this Budget we
are bidding goodbye to this Expenditure tax.

In this connection I want to inform you that
during this Plan period we have planned our
resources successfully. Not only that;
according to the mid-term appraisal that was
placed before this Hous; two years back in
1963-64, we find, it says :

"On this basis (that is, on the basis of
taxation imposed by then) the agre-.gate
yield over the Plan period from the taxation
measures introduced so far at the Centre
may come to a little over Rs. 1900 crores."

But the Third Five Year Plan target of
additional taxation for the entire period of the
Plan was only Rs. 1,100 crores. So you will
see that whatever target we fixed for five years
of the Plan was achieved not only in three
years but it was in excess by Rs. 800 crores
and during the rest of the two years also we
have imposed new taxes. I do not know what
will be the result of all this but definitely it is
beyond Rs. 2,000 crores. In the same Report in
para. 14, speaking about the revenues of the
Union Government and also of the States it is
said :

'Taking both the Centre and the States
together the measures of additional taxation
undertaken so far would
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yield over the Plan period roughly Rs.
2,400 crores, about Rs. 700 crores more
than the target."

So we know when this Third Five Year
Plan was formulated whatever targets we
fixed for additional taxation we surpassed
them both in the States and at the Cen:re by so
many crores of rupees even within three years.

Now, what has been the result of our
investments of this money in the various sec-
tors of the economy, in agriculture, in indus-
try, both in the private and public sector ? 1
bliaJl come to production targets a little later.
In this connection I want to say that all this
has had a bad impact upon the whole
economy. The prices have been sky-rocketing.
In the words of Shri V. T. Dehejia, Chairman
of the State Bank of India—who said in
Bombay on April 28, 1966:

"One major failure of thj Five Year Plans
had been the failure to check rising prices.
Stabilising the price line, if not effecting
reduction in the high prices, has to be one
of the cardinal objectives of present
economic policies."

He further added:

"During the Third Plan, wholesale prices
had risen by nearly 38 per cent and
foodgrain prices by nearly 50 per cent. The
main cause of this disturbing price situation
was that we overshot the target of money
supply at a time when we failed to reach the
target in the increase in real production.”

And according to him during the year ending
March 1966 the money supply in the country
increased by Rs. 400 crores.

Sir, again quoting official figures I may
inform you that during a decade of planning—
during the Second and the Third Five Year
Plans—the general price rise was 80 per cent
out of which the food prices regtste-ed a rise
of 86 per cent. During the Second Plan alone
the price index went up by 35 per cent which
again rose by 32 per cent in the Third Plan.
Taking the 1952-53 as the base year in the last
year of the First Plan, that is 1955-56 the
index number was 92.3. During this First Plan
period only we planned properly as there was
a stability in prices. In the last year of the
Second Plan, that is, 1960-61
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the index number had gone up to 124.8 and in
the last year of the Third Plan,, that is, 1965-

66 it has gone up to 165.

Now, on the production front, we all know
what our achievement in agriculture has been.
I need not dilate much on this because I have
very little time at my disposal but everybody
knows that so far as agriculture is concerned
we have landed ourselves in conditions of
famine and scarcity. In the industrial sector
also we have been giving so much latitude to
the private capital and though we have set up
some public sector industries also, our
achievement has been very poor. Wo have
declining production in the industrial sector.
The index number of industrial production for
January-March 1966 is lower than the
previous quarter's index of 183.4, while the
index in January-March 1965 stood at 186-1,
that is, within one year we have been going
down even in the industrial sector. The overall
rate of industrial growth, during the first three
quarters of 1965-66, works out to 5 per cent
only, compared to 7 per cent in the
corresponding period of 1964-65. Judging
from the trends in the last quarter of 1965-66,
the growth rate is lower than 5 per cent,
though we have always estimated for a growth
rate of 9 to 11 per cent. In this connection, |
want to point out a few facts. This
Government has no moral right, in the
circumstances, when the standard of living of
the common man is being eroded daily, to
impose more taxes on the common man,
unless they take some positive steps to find the
resources through other means. I want to give
a few concrete suggestions to the Finance
Minister. As you know, when the war of
independence took place in America, the only
slogan of the Americans against the Britishers
was, no taxation without representation. Here,
in a different context, I want to say that this
Government has no right to impose new taxes
on the common man as long as they do not
know how to husband the large resources that
they have accumulated. In this connection, I
want to say that eight major steps should bs
taken if you want to find resources in this
country to develop the backward economy and
among the eight suggestions I would place
imposition of new taxes as the eighth one, not
the first or second or even the seventh. In the
first place, I want to say that we should avoid,
as far
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[Shri Banka Behary Das] as possible,
wastage in expenditure. I need not go into the
details. The Public Account Committee's
Reports of Parliament and also of State
Legislatures, clearly indicate how we are
extending, how wastage of a colossal nature is
taking place everywhere.

The second suggestion I want to make is,
avoid corruption, eliminate corruption in the
administration. You know how through this
process a huge amount of money that we
collect from the poor people is bci-g wasted
and it is going into the pockets of some
people, which is again a
pressure on inflation in this country.

I

My third suggestion is that we must do our
best to see that the taxes that are being
imposed are colleced, that taxes are not
evaded by the big business houses of this
country. In this connection I may say that
Prof. Kaldor might have proved incorrect
when in 1952-53 he estimated that tax evasion
in this country in that year was about Rs. 200
crores or Rs. 300 crores, or he might be
correct. There may be some difference of]
opinion about it, but it is a fact a huge amount
of money as tax is being evaded and the State
exchequer is not getting the benefit that it
should out of the present taxation measures
that have been imposed in this country.

The fourth suggestion is that the arrears
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outstanding against big businessmen in this
country are very huge. I need not go into the
details. Take the case of income-tax. Take the
revenue of every State. I know that in my own
State a huge amount of money is pending as
arrears against the politicians of that State who
are running industries, who are running mines.
I have no time to go into the e This is another
step that should be taken.

Then, fifthly, I, want to speak about un-
accounted money. I do not want to speak
about the amount that is moving underground
in this country. Three or four years back there
was a serious attempt to unearth the
unaccounted money that was left behind even
in the vaults of the various houses of this
country, but I am sorry to say that after our
new Finance Minister has come, after the new
Finance Minister has taken up this portfolio,
this policy has undergone a complete shift. |
can state here that during the last week the
Finance
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Minister went to Bombay and addressed the
industrialists of that city. He categorically said
things which clearly exposed the shift in the
policy of the Government. He does not believe
in these searches and these raids. He believes
in the Sarvodaya spirit, in the Sadachar spirit
among the capitalists, so that there will be a
voluntary disclosure of their unaccounted
money. So, whatever steps were being
attempted three or four years ago, when Mr.
T.T.K. was the Finance' Minister, that policy
has been given the go-by.

Then, the sixth suggestion I want to make
is:  stick to time-bound, money-bound
estimates. I do not want to go into delails. You
know how the estimates are prepared, how
they are revised. The cost goes up by four
hundred times, five hundred times or six
hundred times. You take many of the big
projects in India. By staggering these projects
for a longer period, the State exchequer is
made to spend huge sums of money on these
projects.

The seventh suggestion I want to make is
curtailment of expenditure on non-deve-
lopmental projects. If you scan the Finance
Commission's Report, if you scan the Reports
of the Public Accounts Committee, you will
find that the non-developmental expenditure is
also going up in geometrical progression. So, |
say that unless all these seven steps are rigidly
followed, this Government has no right to
impose any new taxes.

With a few words I want to finish. In this
connection some people might say that in the
rural sector there is more money and it should
be mopped up. 1 hold a different view on this.
I still hold that in the rural sector not only
there is not enough money, but in the rural
sector the people are asked to pay much more
than in the urban sector for purchase of
essential Consumer goods. This fact is not
taken into account. This is what the old
Taxation Enquiry Commission has said in its
Report:

"The enquiry indicates that, although the
level of urban taxation on the whole is
higher at all income stages as compared to
the rural, the disparity is not quite as great
in the middle and lower ranges of income as
is often believed. Considering the higher
average income
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within any given income group in the urban
area than in the rural area, the difference in
tax incidence in groups up to Rs. 300 is not
appreciable. Urban indirect taxation is a
little more progressive than rural taxation,
and, when land revenue and income-tax are
added, would be decidedly more so, but
only in the group with expenditures over
Rs. 300 a month. Apart from any general
scope for stepping up tax incidence in urban
areas, there appears to be greater room for
increased tavation of higher, rural incomes,
if the country is to have a more satisfactory
picture of incidence."

For those in the middle or lower classes in
the rural sector there is absolutely no relief.
Whatever measures the Government are
taking, they are only hitting the entire rural
sector and the common man is hard hit in the
process.

In the end, I want to say that the Congress
Party is wedded to socialism, but it cohabits
with capitalism and thereby it commits the
crime of political bigamy. Unless they forsake
such a criminal policy, not only the Indian
economy which is in doldrums will collapse,
but also Indian democracy will give place to a
system which we all abhor.

Thank you.

HWEl FeEg 48 (FEers)
FUCHATEAS WgIad, §9 924 & qree @il
e 7w @ o & Sawr § qudd
it F 1w faw & g A s
fagia 1< o | 91 qaran gl 8
& st weETRE @ 9 § @
AT artiaw | Far g AT aniaw
TR F fad =g fegar dow ga & T
ag ST a1g 1 @I § 98 SRl g
T AT A ALE A A A7 A4S 42
|I=A HT 47 W AT F |

g 22 fa7 aw wifvmm & g
WEIaET FT, 99 89 A2l ATed & aur
sdramifaan #T9ET WX 3w § wer
ATl § A%, AT FFTe, AT A T
£ #x 3@t fo@ snfas =q=ear &1 a=r
HFHT EAA Al GERTEAT 2§ | TR 9re-

Afe & @ 5@ wgAe & o @
SUECH!

1950 $o aF ST gATH wAT(9H A8
g% ag fow 1 wlawe o1 w89 w7 & 91,
f6% 1950 €o § strer % B¢ A ANET
1% 3 I 4 Afawd &1 7% &, 99 4rY-
AT gurdr s-weT Wt 9@ |iw -
ar viT 9% a7 sl g Aniaw 4
AYT AT § AT ?"Ilf_j rrrk Skl
jeata dET A Aard & 8 AL
39 % &% & 76 arfgean & W
AH AT Fw 937 4R 7 I7 AR F
arq Wi wErEar A g fe
amT SFTHe AT gREAW T f,wf
121 99T fadiT Sl i
2T F1 Tl faee g & ) T -
Wi § g7 wigaa faa Jam wfed
Sidr ow et 9% 41 a1 I G " ]
qIdl § OdT @ §d guIr aueie
I AT 9= 8 |

Zaq Ao W 97 § 5 ag anles
1% EH QUTIATR 9 & Wl g ar |g1 |
g 9 a7 et § e

rferere T 81 4 ’Aﬁﬂ_ﬂﬂfﬁﬁﬁ
AR E | 92 T & @ & AR
THE A | r-r-;r—rrrf‘cra THEY A 'a'-ﬁ ag
aar faar & & T & sdmdd AR
FICAETU &7 AT 0% AT gf 1
3, 412 i & gra #, 918 fafadi &
19 W 4 HaT SATr § SR A 99
7@ 21 They control and try to
control prodvetion, raw malerial
and employment and also want to
control, and to some extent they are
successfil, distribution and price,
wh'ch is most important to note.

o AMA-HIT AGAT | IAE 9
& &, T a1 A § v o 3O
s oite g it 19 <1 e a3 o
F o s ¥ Ior §%4 &, a8 99
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IR § T w7 owe § AR @ Al
aefiafadi &7 sy @ gfen ® @

21 =i T aaw | qeg §
YA GE | arad g S T0T 6 qa@
B & ¥ A B9 §, Seer amarg wE
TET A O &) aw A IR af-
fiefr & o< o e 9 &9 T
aifed | wwwe & @Y i g §
Fva o s fama ar a9 @
T ¥ w3 g W § oo
Firstly, dividends upto 10 per cent have

been exempted from the dividend tax.
Secondly, the tax on bonus shares has been

tax. @7 €Y g geifa ar sraEmae
w1 Sl ¥ faeer @ § & s &%
@ W W RO oY 98 Fv
AT & w14 5 e & gfaftsT &y gamr
wifs 2@ & T wa g AT
freare & amra 2, Mot asa & a3
A q9H & A, T AL FT, 7] FT
HAA E €, TAXT &7 A7 A §, &
aY WrE, A ST ARt WA § A
ag: Frwme § four gom wiw gar &,
T W Fq 81T EY 0, 7 o Wiy §
ug &9 g o | gafad i ¥ 1T
B U9 HAFA! aril ¥ 98 FAEr TET
& s gy, v@, g, afig &l ) s
femrraT T =T 1 e oY i A §
abolished. Thirdly, the capital gains tax on
the shares is now payable only in the event
of realisation through sales. Fourthly, the
surtax has been reduced by 5 per cent to 35
per cent Fifthly, the development rebate has
been extended to tea, newsprint and printing
machinery. Sixthly, the exemption limit for
annuity deposit has been raised from Rs.
15,000 to Rs. 25,000 Seventhly, expenditure

tax has been abolished. Eighthly, concessions
are given in gift
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fis B T2t ot @ feafem
&Y @l § 7HF q A FT AT G5 B},
XY F 7 P A oI ¥ A AW
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aamr ¢ 6 ot Jues F 413 7 iy 9%
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T igdr § @ fadt s et
g fF 0 & 7% wa% gov F fal si-
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@ wgd afew T daT o B 3,
AT I gFa g amara ¥
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Hfadz § olw 7 dwd § v faelt 5o
1§ I Al & fod § o F Sredn g f
sigr-aet AT femdador &, 9wz de -
ot feaeiie &Y § a1 oaw 9 &, ag
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Fm wed @ fag 2q Somee § oy v
ot & 99 9T AF FIE WfEg ) s’
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A EFAT Y EE, AT T EFAT g,
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qRIgavdga magaam fam
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gt awg ¥ G 5@ awa o gl
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% g7t 1 A 7 gzr e gund
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A g & fR¥sa www el g
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AT fZaT &, W9 99 g% A 0 TS

Wt fadaw 7df & @'c 3 swa & A
ST A E wAaT & WA oy AT faaen
T AT gaterT aETd & FHagd
AT SEAlE A ag ® i
¥ FC TN fAdan W d€ 9 §

fraam 7& @ 997 F5 GaT
AFaT H1 q2l g @har g 1 $a e
gz w47 ¢ A qTe aa | o sl

T 19939 FL )

[THe DeruTYy CHAIRMAN IN THE CHAIR]

gEF A4 &1 4 7 W1 fqaa
Figdr 3 fw ga fadam & are 7 Fwi
farfera s anfgd Ssrv art A o
Y 1 FrEAvgEar g | 54 a6 {Adani &
JIX A W AW BT TG AAAAT T AH
g9 TH T H FOATT qG Al a9 @
HAYT 7 TA WITAT ET &I | T 419 g1
qTa 5 a1 Z0 OF 31 AT @il
fed AT T E g4 TAN FRTAET Ziaer
KT TFT 2 | AT qE AT T AET
faar safan & srawr avgarg &4 g
SHRI M. J. J. MOIDEEN (Madras) :
Madam Deputy Chairman, [ support the
Finance Bill. On the other day when I spoke
on the Budget, I could not mention about one
of the services which is also badly treated as
the Educational Service, and this Service is the
Medical Service. In India the pay of doctors in
Government hospitals is rather very low when
compared to other countries. That is why we
find sometimes that peoplo, technical people
like doctors or engineers, try to settle down in
foreign countries and also try to migrate. Of
course, sometimes their passports are not very
easily obtainable. Even so, they try just to get
out of the country. I think their service condi-
tion should be gone into and should be
bettered so that they can concentrate more on
their services than their worries at home.

There is another small thing that as far as
Delhi is concerned, I understand that in the
CHS dispensaries the staff who are working
there have to come from long distances, as

they have got to attend the

dispensaries in the morning and in the
evening. And they have to cycle about 50
miles or so in a day. That is rather a very hard
thing. If the Government can provide some
housing facilities for them nearer their
dispensaries, not only can they be more
efficient but they can also be available for
emergencies during the nights. I just wanted to
mention that.

While the Leader of the Opposition was
speaking, he was referring to the high
increases in the Budget in the successive
years. He quoted for the last four or five years.
Of course, there has been increase. But I wish
he had mentioned the amount which has
increased on account of new taxation or
enhancement of taxation. I think the bulk of
increase is not by enhancement of taxes or by
new taxes, but by the existing taxes. I think that
is a very healthy condition. That shows how
the economic progress of the country is going
on. Of course, in a welfare country, in a
developing country you need progressively
increased budget figures, and when the
economy develops, the revenues also increase
accordingly.

Madam, I am rather disappointed to find in
press reports that there is a proposal for
retrenchment in  Government  service*,
particularly in the States and in the Central
Government services they want to retrench the
N.G.O.s up to Ih per cent. On the face of it it
may be a small number, bat they beinj: an
important section of the lower middle class, I
think it will disrupt, to some extent, the society
and the economy of the country also. When
some retrenchment is effected, they have to
change their habits of life which they have
already established on account of their
employments. Sometimes they may have to
withdraw their children from schools, and do
some such thing?. I wish, instead of thinking
of retrenchment, necessary funds are found
both at the Centre and in the States for the
purpose. Well, retrenchment is a short cut. But
that does not augur well in a developing
economy. | can cite an instance which comes
to my mind just now. In tlie year 1929 there
was a chain of bank crashes in America, and
the effect of it was that not only the American
economy got shattered but it affected economic
conditions all over the world. I think in 1931
or so, the price level reached its bottom
throughout the world and when there was the
Presidential election in 1931
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very few people came forward to shoulder the
responsibility of President. Of course, Mr,
Roosevelt took courage and accepted the
Presidentship, and the first thing that he did
was to introduce what was known as the
"New Dear™. He asked everybody to do
something. He exhorted them to de; roy some
forests, make roads and construct dams. He
wanted them to do something He asked them
to demolish individual living houses also
even though they were in a satisfactory
condition and were useful. He asked them to
rebuild new houses. Madam, construction and
building is a great industry in itself. It gives
employment to millions of people. As long as
th money is spent within the country, it
should not be considered as expenditure. It is
only a healthy circulation. It is distribution of
wealth amongst the people. In this way the
American economy was rescued by President
Roosevelt.

As for financing the schemes, he said if the
people were not able to finance, he would
finance them. Loans were obtained, internal
and external, and overseas debentures also
were floated. Therefore, foreign debentures
or loans are not as bad as it has ben
portrayed. Sometimes such tilings are
necessary. If President Roosevelt had not
done it at that time, perhaps the American
economy might have been worse than that of
some of the backward countries, today. Now
America occupies a very imique position.

Sometimes we hear hackneyed slogans and
phrases, namely, we are so much dependent
upon foreign aids and that we go about with
begging bowls. Well, as far as foreign aids
are concerned, I think there is not much
wrong in them. I remember, Madam, that
during the World Wars I and II, the Indian
resources of men and material played a great
part in the conduct of the Wars. But for the
resources from India, I think the trend of the
Wars would have been somewhat different. I
can say that if the Western democracies and
the U.S.S.R, are enjoying some good
positions today, it is on account of the Indian
aid of men and materials which was given to
them, and that too in abundance, without any
thought of return or benefit. So when India
wants to develop, it is only fair that such
countries whfch have benefited by India
should come 51RS/6<> -4
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to our rescue It is just a case of mutual
assistance, one nation helping the other,
just like frieads helping one another in
their times of need. And aids are not just
taken for nothing. We do want to repay
them. Our people have got the will to
repay. As long as this will of repayment
is there, the will to work is there, there
is nothing wrong in taking aids. Perhaps
they would not have been needed if some
of our Plans had been properly formulated.
That is a different thing. But, as such,
obtaining aids is not anything bad in it
self. It is dune by almost every country.
Even the great Western democracies have
done it. It is necessary to preserve demo
cracy in India, which is absolutely neces
sary for the progress of the world and
also for the of all freedom loving
peoples.

Sometimes it is said that India is being sold
out. How can it be sold out ? It is not possible.
The Minister, the other day, was saying that it
is not possible. Of course, it is aot possible.
Sometimes the phrase "begging bowls" is
used. Well, it is not taking round a begging
bowl, but it is just taking aid. That is all. Of
course, if our economic policies had been
properly formulated, we need not have gone in
for so much of these things. If only sufficient
encouragement was given to agriculture— 1
do not say it was denied but it was not given
that much of attention as was given to
industrial ~development—we could have
produced our own food. Well, I do not find
fault with the Government because it has been
proved that the industrial development which
was given so much of importance has served
us so well during the emergency against China
and Pakistan. At that time we were able to
produce most of our light armaments and
other things in the country itself. Anyhow, if
there had been proper encouragement for agri-
cultural production, I do not think we would
have been so short of foodgrains also. India
has always been having a deficit in foodgrains
up to 7, 8 or 9 per cent. That was the condition
even in the pre-War days. There is nothing
new about it. But at ftat time we had always*
favourable trade balances. Now unfortunately
we are not having them. If I remember
correctly, we used to export goods worth
about Rs. 250 or Rs. 300 crores and the
imports were only about Rs. 150 crores
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or so worth of goods. If the same quantum had
been maintained, we could have earned about
Rs. 1,200 or Rs. 1,500 crores of foreign
exchange every year, but we are not doing it.
That is because our agricultural programmes
were not given that importance which they
deserved and on the top of it export and
import controls have done great harm to our
production. Of course, in the days of War it
was all right, because they are considered as
war evils and sometimes a curse. But after that
there was no need for having such controls.
Exports and imports could have been
regulated better by fiscal policies rather than
by relying on controls. Controls do not always
react quickly to thi' needs of the markers and
also for internal purposes and because of these
controls we have lost many markets and that
has greatly affected our foreign exchange
earnings. That is why we have to go in for
loans, aids and all that sort of things We have
also to depend more and more on food
imports, more than what we used to do on
former occasions.

I may be permitted to say, Madam, that
since independence our production of cereals
has nearly doubled but still they are not
sufficient. It is not only the growing
population in India which re responsible but it
is also the increase in per capita consumption
which is responsible for this shortage. Before
the War, the per capita consumption was only
about 12 ounces or so; now it is more than 20
ounces. Production can be increased only If it
is made worth while for the farmer to produce
more. Price controls and distribution controls
will on the other hand affect the production.

In a country like India where the increase in
demand for food is two-pronged it is
absolutely necessary that food production is
subsidised. The Food Corporation has come
into existence. It can be better used for
subsidising the food production Indirectly.
The Food Corporation can buy paddy or wheat
at somewhat higher prices than those ruling in
the market and sell rice or flonr—in some
different forms—at a cheaper price. In that
way food production can be subsidised and all
the food distribution would also come under
Government control but on a voluntary basis,
not on a compulsory basis. What we find
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is that production is going down. Of course
this year drought is responsible but last time
also when there was rationing there were
drought conditions. Rationing was abolished
in 1951. The condition then was considered to
be the worst. But immediately after rationing
was abolished the situation improved and
immediately it become all right. This time, in
the last quarter of 1964 we had bumper crops
and our production was nearly as much as our
target. Our production in that year was about
88 million tons while the target was only 89
million tons. It was it that time that the price
control was thought of. I do not know why it
was done. That has really hampered our
production. I think we have to again go into
that question and also the question of controls
on exports and imports.

About gold control, Madam, many have
said so many things. I do not want to say
much. The only thing I want to say is that at
that time when gold control was brought in, I
wrote to Shri Morarji Desai that it would not
serve the purpose for which it was brought,
i.e. to unearth the hidden gold and also to stop
smuggling. I think the hidden gold did not
come out and smuggling also did not stop. On
the other hand, there is more and more
smuggling because there is a higher premium
on gold nowadays. I think, as many people
say, it should be scraped. {Time bell rings.)

Well, I think my time is up. If I have
anything else to say, I shall write to the
Finance Minister. Thank you.

SHRI K. DAMODARAN (Kerala) : Madam
Deputy Chairman, the Finance Bill which
seeks to give effect to the Budget proposals
for 1966-67 cannot be discussed on the basis
of this relief or that relief, on the basis of this
amendment or that amendment. It cannot be
discussed in isolation from the general state of
the economy of our country. Does it lead the
country towards prosperity on the basis of
industrialisation, on the basis of the
development of agriculture, education and so
on ? Or does it lead to more and more
pauperisation of the people? Does it
strengthen the economy in general or does it
weaken it? Does it help to build up an
independent economy or does it increase our
dependence on foreign monopoly capital ? It
is claimed that the burden of taxation is
distributed evenly so that the economically
weaker sections may have less of the rigour.
It
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us also claimed that it provides incentives to
industrialists so that industrial development
is encouraged. On the one hand it is argued
as Mr. Dharia has said, that more and more
taxation and indirect taxes have become
necessary for the sake of industrialisation,
that without taxation no industrialisation is
possible. At the same time it is argued that
more and more concessions should be given
to the industrialists because otherwise they
will not have any incentive to p-o duce. The
first assumption is totally wrong. A look at
the increasing and devastating rise in the
indirect taxes is enough to show that the
poorer sections of society and even the
middle classes have not benefited from the
financial policies of the Government. One
must be a very bold man who can assert that
the people have been benefited. The cost of
living has been steadily increasing. Prices are
every day going up, soaring high.
Unemployment is increasing and the rich are
becoming richer every day and the poor are
becoming poorer and poorer. Everybody is
stating such things. The second assumption is
only a half truth. It is true that year after year
all sorts of concessions are given to the
industrialists, of course, in the name of
planned development. The present Bill also is
no exception and the withdrawal of the
Expenditure tax, the provision regarding
bonus shares, the exemptions given in the
Dividend tax etc. are all examples. It i;
argued that such concessions are intended to
encourage the industrialists. According to the
Government taxation for the poor and
concessions for the rich are the steps for
encouraging industrialisation in the country.
But in spite of such concessions and in spite
of such heavy taxation on the poor,
industrialisation today has reached the point
of stagnation. That is what we find and
everybody has begun to speak about it. It is
not going up. It is stagnant. J After three Five
Year Plans the rate of j growth is lower than
that in most of the Asian countries, even
countries which do not speak of socialism.
The rate of growth I in India is lower than
that in Burma, Malaysia, Korea and
Australia. It is lower lhaii even that of
Pakistan. The rate of growth in Pakistan is
4.4 per cent while that of India is only 3.3 per
cent. What is the basic cause for this
stagnation ? The basic cause for this
stagnation is that although the profits of the
industrialists—I men those of  the
bigger ones—have
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increased to an enormous extent and the tax-
ation on the people has also increased to an
enormous extent, the purchasing power of the
people in general, has steadily gone down. If
an industry is to prosper it is not enough if the
industrialist is allowed to amass more and
more profits. It is not enough if the industrialist
is allowed to invest more and more capital in
his industry. No industry can prosper without
an expanding market. Capital formation de-
pends on the growing purchasing power of the
people. Industrialisation and a growing market,
the growth of industries and the growth of the
purchasing power of the people, these are
indivisible. If you arrest one the other will not
succeed. But the financial policies of this
Government hit at this vital point and in order
to solve this dilemma they are now seeking to
find outlets in other developing countries by
the export of capital and so on. This is also
bound to fail. Of courss it is necessary to
cooperate with other countries in their effort to
develop themselves. It is necessary to help
them as far as it is possible for us to do that. I
am not against that sort of thing. But I find that
today this has also come not from our strength
but from our weakness and this is bound to fail
because the?e developing countries will not
allow us to play with their destinies for any
length of time. This policy of safeguarding the
profits of the individual big capitalists at the
expense of the people, the policy of giving
them more and more concessions at the
expense of the purchasing power of the people,
the policy of heavier and heavier taxes on the
people, they all constitute a bankrupt policy
because it defeats its own purpose of
industrialisation. This policy will not help
industrialisation. On tin other hand it will lead
to tht non-utilisation of even the existing
capacities of the industries and that process has
already begun. Many industries today are not
able to utilise their existing capacities, leave
alone expansion and many are thinking of
closing down. Factories will close down
because factories can exist only if they are able
to sell their products and they will not be able
to sell their products if you take away money
from the pockets of the people which has to be
used for buying those goods. And so this will
not result in the prosperity or industrialisation
of the

country, but it will result in the pauperisation
of the people.
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My hon. friend Shri Dharia referred to the
Report of the Monopolies Commission. That
Report is a charge-sheet against the
Government's policy of encouraging the rich
at the cost of the poos and middle class
people in India. It is stated in that Report
that 75 big groups of industrialists are
controlling 1,536 companies in our country.
In all there arc 25,661 companies and out of
these 25.661 companies that are there in the
private sector, 75 big groups control as
many as 1.536 companies and these 75 big
groups which are controlling these 1,536
companies have an assest of not less than
Rs. 2,606 crores which happens to be 46 per
cent of the total paid-up capital in the land.
These 75 groups own 46.3 per cent of the
total paid-up capital or about half of it. As
much as 46*3 per cent is with these 75
groups and this is not an accident. It is the
policy of the Govern-ment that has raised
these 75 group-, to sitch a commanding
height. The Government's financial policy
has helped them to raise capital. The
licensing policy of the Government has
favoured these 75 groups by preventing the
smaller industrialists from entering the field
of large-scale production, and the
Government's  export-import policy has
helped these 75 groups by creating protected
markets for them and the foreign
collaborators, of course, have also helped
them. These 75 groups in collaboration with
the foreign capitalists are today controlling
the greater part of our economy. They arc
also trying to control the Government itself.
This is how the Directive Principles of #>ur
Constitution are being implemented. This is
how the Industrial Policy Resolution which
envisages the prevention of the growth of
private monopolies and the concentration of
economic power in the hands of a small
number of individuals is being implemented.

The Government seems to think that the
success of the Five Year Plan depends not
on the people but on the whims and fancies
of these 75 groups and their foreign
collaborators. Some speakers defended aid.
I am not against getting foreign aid. The
question is not whether foreign aid is to be
accepted or not. The question is whether we
have to submit to pressures from the aid-
giving countries. It is being said that there
has been no pressure at all. But naturally
they can use pressure as a weapon to get
more and more concessions. They
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i naturally try to change the declared policies
of the country. J do not want to speak about
the uproar created in the country by the
Government's policy of allowing majority
shares to the Americans in the fertilizer
fluid. It is only a pointer. It points to the fact
'hat the Industrial Policy Resolution is
virtually dead. The pressure from the World
Bank and the Agency for international
Development is steadily increasing. I do not
say that the Government lias completely
surrendered to their pressure but the World
Bank and the aid giving countries are putting
so much pressure for liberalisation of
imports, decontrol of essential commodities,
devaluation of the rupee and revision of the
principles underlying the Five Year Plans
and so on and so forth, and the Government,
step by step, is submitting to this pressure.
The growth of the economy of the country
cannot be safeguarded under this policy The
economy of the country can be saved not by
submitting to pressures but by resisting such
pressures by a firm stand to build the
economy of our country on the basis of more
and more prosperity of the people, not at the
cost of the people, but on the basis of the
prosperity of the people The alternative will
be disaster, crisis, chaos and anarchy. It is
high time that the Government changes its
basic policies

Thank you. Madam.

SHRI K. SUNDARAM (Madras) . Madam
Deputy Chairman, the year 1966-had a
surprise from Mr. Krishnamachari, the
former Finance Minister who presented the
nation with a gift of his resignation. The
entire commercial, industrial and trading
community welcomed it. Thus a backdoor
entrant to the most-coveted portfolio of the
Central Cabinet found an honourable retreat
to Tambaram to speculate about the
mysterious explosions which are puzzling
the seismographists of that city. There was
yet another surprise sprung by our late Prime
Minister, Shri Lai Bahadur Shastri, who
accepted the resignation without any
hesitation and without giving any time for
speculation, canvassing or pressurisation.

Shri Lai Bahadur Shastri when he
assumed the Chairmanship of the Plannin;:
Commission said that everything was not
well with the economy of the nation and he
did make a bold attempt to reverse the
adverse trends in our economy. With his
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-demise the new Finance Miniver was left
without the dynamism and courage to for a
quick recovery of the country's economy.

Coming to the Bill proper, it seems to have
been prepared in haste and most pro-. bably
with the help of the notes left by the former
Finance Minister. Obviously, i' has no relation
to the conditions of the country today. The
Finance Minister in Part A of his Budget
Speech has conceded (1) the inadequate
performance of the economy, (2) the
sluggishness of the capital market, (3) the
pressure on the balance of payments and (4)
the rise in prices of essential commodities.

In subsequent paragraphs h; has also
mentioned the remedies for the maladies of]
the economy such as increasing agricultural
and industrial production, maintaining price
stability and curbing inflationary pressures in
the economy. Having set out the objectives
and goals> to be achieved, unfortunately no
attempt has been made to achieve them. The
Finance Minister says— I am quoting him :

"First and foremost, the Budget has to he
production-oriented, creating a better
psychological climate with a greater regard
to savings and efficiency all round."

Madam Deputy Chairman, I have exercised
in futility to find in the present Budget
proposals, any provisions or incentives for
increased production, 1966 having been
announced as the Productivity Year by this
Government has been greeted by the textile
labour of Bombay by a 14-day strike, a
Bombay Bandh, followed by Calcutta Bandh
and Delhi Bandh, then Air-India Bandh, then
1.A.C. Bandh, the N.G.O. Bandh, the Students
Bandh, the chronic Electricity Bandh and
finally r/ater supply Bandh in several cities.

SHRI V. M. CHORDIA : The solution for
all this lies in the Congress Bandh.

SHRI K. SUNDARAM : Who is res-
ponsible for these Bandhs which is but the
symptom of the agitated and frustrated mind
of all sectors of people driven to the extreme
by the countless anti-economic measures
which the Government are adopting in
(byname of their political ideology ? The out-
rloded approach persists inressantly even in t
lis Bill. People who are already harassed ibr
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the bare necessities of life are being uuul ¢ to
pay still higher prices even duttng the current
fiscal year in the shape of indirect taxes on
essential commodities like textiles. kerosene,
diesel, tobacco and sugar. The shortage of
diesel and kerosene has been persisting in bur
country ever since we found our own oil. The
mahdy of suc:i commodities is that they have
been getting the most cruel treatment at th;
hands of successive Ministers. The present
Finance Minister tactlessly increased the
tuxes in 50 per cent on kerosene and diesel oil
and he owes an explanation to this House
justifying this increase on these two com-
modities.

In spite of the heavy stocks of sugar in the
factories the country is artificially starved of
the supply of sugar which is being rationed in
the country. Is the increased tax on sugar
conducive to increased production ?

Coming to textile yarn and cloth, the excise
duty has been increased by about 37.5 crores
of rupees. This <s not the first time that this
commodity is being taxed. 1 or the last several
years successive Finance-Ministers have been
taxing this industry right and left on the top of
the taxes levied by every other authority in the
States and in the Centre who has the authority
to levy taxes. For the last six months the
textile industry has been passing through very
difficult times on account of accumulated
stocks, shortage of working funds and so
many other factors. At a time like this, when
they are unable to make both ends meet, does
this extra taxation help increase production ?
No. Mill after mill has been closing down and
in such mills there are instances where the
labour is coming forward to defer its wages.
the management has offered *o forego its re-
muneration, but the Government has refused
to forego even a part of its taxation. Is it
conducive to increased production ?
Definitely the Budget is not production-
oriented. The blow of additional taxation on
cotton yarn is so heavy, Rs. 7.5 crores, that
most of the mills are finding it difficult even
to survive. On a representation by all the
people concerned with cotton yarn to the
Finance Minister, some relief of Rs. 2.5 crores
has been given, but much needs to be done
still.

I am very glad that the Finance Minister
has conceded that the cotton yarn position is
really bad. Can the present Finance
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[Shri K. Sundaram] Minister plead
ignorance that the cotton lint has undergone
various taxes by the time it has arrived in the
mill and afterwards the cotton yarn is taxed ?
When it is converted into cloth, it is taxed.
The cloth is taxed when it is bleached. When
it is dyed, it is again taxed. The dye used on
the cloth is taxed. When it is Mercerised it is
taxed and the dyed cloth, when it is
Sanforised, is again taxed and finally when
the cloth is sold there is again the sales tax. 1
am sure the Finance Minister knows that
there is something as the law of diminishing
returns. Tax burden in this case has reached
the saturation point and diminishing returns
have started already. The result is that
production is suffering. We have high costs,
high prices and low production.

Studying the conditions of the textile
industry as a whole and persecution of this
industry with a vengeance, year after year by
successive Finance Ministers, one has to
conclude that the Government is determined
to strangle the industry as a whoh and the
cotton spinning industry in particular, which
is a major industry of Madras State. This is
the oldest, biggest and organised industry in
the private sector. They have met the
challenge on every front squarely, both on
the home front and export front, and they
have fulfilled the targets fixed much ahead of
the Plans, while every other industry and the
public sector as a whole has failed miserably.
If the hon. Minister is really interested in
increasing production, he should have
suggested excise remissions for increased
production by rehabilitation and
modernisation and help the industry to get
out of its present tight position. On the
contrary, the industry, which has paid
ungrudgingly all the excise levies, does not
get even credit facilities. As for the treatment
which the industry gets at the' hands of the
excise authorities, It is nothing short of
humiliation, harassment and contempt. All
excisable commodities are treated as though
they are explosives like gun powder. It is
long overdue measure to recast the outdated
excise rules originally used for gun powder
alcohol and narcotics by the Britishers.

Normally there is a busy season and a slack
season, but now there is a pre-Budget and a
post-Budget season. These are avoidable
impediments to production. By abolishing the
Expenditure tax, the tax structure has been
simplified, but the demand
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notices of this simplified structure were pre
pared on electronic computers in March ir>
Madras city.

The Minister of Industry very recently
mentioned about the liberalisation of
industrial licences. Only last year equity
shares dropped by more than 15.8 per cent
Millions of small shareholders have lost the
value of their shareholdings. In spite of that
there has been a ten per cent increase on
corporates taxes. Now, on this liberalisation
of industrial licensing, I wish the Industry
Minister every success and good luck, so
that there will be a mushroom growth of
industries and we will have more vacant
seats in the 404 flights of Air-India. Apart
from these taxes, there are sev crores which
the non-tax-payers are paying by way of
indirect taxes. They will be the poorer to
that extent next year.

Coming to exports, the Madras State
Electricity Board last month refused to pro-
vide additional power to fulfil export com-
mitments already made. That is the attitude
that you take. If that is the case, how does
our Finance Minister expect to fulfil all
those targets of exports? Even the tax credit
certificates are still in the air. After export
performance, the value of the licences that
were granted, was arbitrarily cut and the
exporters have completely lost confidence in
the Government.

The Finance Minister pleaded that the
States had made unauthorised overdrafts to
an alarming proportion. This only confirms
hat even the States aie bankrupt. The
Finance Minister has extended concessions
wherever representations were made. Before
submitting to the Lok Sabha, there-were
some concessions made. Before sub milling
to the Rajya Sabha some concessions were
made. And if there is still more pressure,
any amount of concessi' will be
forthcoming. That is the nature of the
Budget that we are facing today.

, The threat to abolish the managing
agency system has completely shattered the
confidence of the private sector. Therefore,
there is a crisis of confidence in the present
Government for any industrial development.

Lastly, when we compare Par' A with
Part B of the Finance Ministers Budget
Speech, it is evident that one has no bearing
whatsoever on the other. Pat A is the
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real analytical study of the economy of the
country and Part B is nothing but an exercise
for parliament to hoodwink democracy.
During the last five years the actual tax
collections were double that of the budgeted|
amount. Whenever there is a s/fiortfail, the
Minister comes out with an interim Budget, a
supplementary Budget or a 'give me more]
Budget, but whenever there is excess
collection, they conveniently forget it and do
not mention anything about it. Instead they
start lending money, without the sanction of]
Parliament, to the States and ask for more. If]
such a thing happens in the corporate sector,
the individual could be put behind the bars,
but the Ministers are a privileged class.

If hon. Members allow this Bill to be
passed, we would have crossed the 'no return'
fine, not for taking off, but for a suicidal
crash.

Thank you. 4
P.M.

SHRI V. C. KESAVA RAO (Andhra
Pradesh) : Madam, at the outset I congratulate
the Finance Minister for giving some
concessions in the tax structure of the Finance
Bill. Madam, since independence the country
has taken up in right earnest the question of
developing the country in many ways. Under
the leadership of the late Shri Jawaharlal
Nehru, in the three Five Year Plans, the
country has developed to a large extent. When
we have taken up these development schemes
and are trying to improve our economic
situation, in 1962 the Chinese aggression to a
certain extent, has stopped our progress. Not
only that, in 1963 the rise in the prices of
foodgrains, specially consumer goods also
made some hindrance in our progress. Last
year, in 1965, the Pakistani aggression made
us understand where we stand. After going
through these difficulties we have come to
understand certain problems which we have to
face.

Now the main problem before the country
in its economic development is the crisis of
rising prices, crisis in the Investment market
and crisis in foreign exchange. During the
First, Second and Third Five Year Plans we
have solved these to a certain extent regarding
the developmental schemes. We have taken up
during the Second and Third Five Year Plans
the basic industries like steel and electricity.
You are aware that steel is a basic industry for
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all the other industries. When steel is supplied
at a lower rate to the producer, the producer
wants to make profit out of it. When the
Government in the public sector are producing
steel for the basic industries, the private sector
industries want the steej at a lower price to
make profit out of it.

Then, Madam, we all know that due to our
plans of improving this industry, specially the
steel industry, we have, to a certain extent,
neglected the basic industries like food
production. That does not mean that we have
completely neglected food but to a certain
extent we have not thought of producing more.
We thought of improving our economy by
industrialising our country. But the food
problem is the main problem and we have not
given much thought to produce more food.
Only now we realise that the country is short
of food. In addition to that, the population is
growing fast. In one way we have to care more
for food production and in another way we
have to stop the population growth. Of course
under family planning money has been spent
and is being spent, but the results are not to
our expectations. I am afraid that due to the
neglect of these two problems we are now
facing a difficult situation. I think we cannot
overnight change the situation. So we have to
plan in a proper way. We have to change the
pattern of our plan to produce more consumer
articles and produce more food. How to pro-
duce more food ? For some years we have
been telling the cultivators that they most use
fertilizers, and now the cultivators have started
using fertilizers. When they have started using
fertilizers and they want fertilizers, we are not
in a position to give them. ' I know that in my
area people go to Mysore, Andhra Pradesh and
Madras, to purchase manure supplied to those
States by the Centre. Those States, of course,
may be using this fertilizer supplied to them
but not to the same extent. So, the cultivator is
forced to purchase the fertilizer at a higher
price and use the fertilizer for his lands. But in
a State like Andhra Pradesh these fertilizers
are not supplied to the requirements of the
cultivators. Now, Madam, we are thinking of
having fertilizer factories. Andhra Pradesh, as
everybody knows, is mostly an agricultural
State and agriculture is the most important
industry oi the people. They produce more, |
an glad that recently the Food Minister, Mi
Subramaniam, has visited the State an'
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[Shri V. C. Kesava Rao] congratulated our
cultivators for taking to new methods of
production of foodgrains, especially rice.
But I have to say, Madam, that it is only lip
sympathy when fertilizers are not given to
them. Recently we have been thinking of
starting fertilizer factories. The State of
Andhra Pradesh has requested for a public
sector fertilizer factory, but the Government
has not come forward to give a factory to
Andhra Pradesh. When we, Members of
Parliament, from Andhra Pradesh met the
Minister, he said that "You can have it in the
private sector". He has given it to
somebody in the private sector and he has
not come forward so far to start this fertilizer
factory. Now we are thinking of having it
somewhere else where the fertilizers are not
necessary. So, I request the Government to
consider in which State we can start this
fertilizer factory where it is useful and where
it will produce more. ~ Then another thing.
Only fertilizers will not be able to produce
more. We have to give some water also.
We are all aware that the Nagarjunasagar
project was started ten years back.  The
State Government is not in a position to
finance the entire project. Its  anticipated
cost was only Rs. 43 crores but now it
has gone up to Rs. 153 crores. Every year
the State Government comes to the Centre
asking for loan; they have even been
requesting that the Centre may take over this
Nagarjunasagar Project. A project
which costs Rs. 153 crores is really a very
big thing for a State to carry out. I do not
know why the Central Government is shy
an taking over a project like this. If that pro-
ject is completed, we will be able to produce
more than half of what we are importing now
from other countries, especially from
America. If that project is completed in a
year or two, we expect that eight lakhs of
acres could be brought under cultivation.
I request the Central Government to consider
whether it is wise or not to take over this
Nagarjunasagar Project and finance it from
the Centre.

Then in regard to the production of
foodgrains, apart from fertilizers and water,
we want some assistance to be given to the
cultivators. The cultivators, we know, are
not rich. They require credit. So when a
cultivator asks for credit, at least we can
give them some money as loan or fertiliser.
But this is not available. And if a cultivator
wants Rs. 100, he has to spend at
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Ic;is'. one-fourth of it on the officers who give
the loan. And if this kind of thing goes on, I
do not know how long the cultivator will be
able to survive. Another thing. The
cultivator wants electricity also. Where there
is no irrigation facility, where there is no
canal system, the cultivators dig lube-wells.
They take out water from there and produce
foodgrains. Where the cultivators some
forward to have Veil-cultivation' is it not the
duty of the Government to give them subsidy
or loan to dig wells ? In certain cases the
digging of a well may cost more than Rs.
5,000 or Rs. 6,000. And if they have to dig
very deep into the ground, the well may cost
more. Is it not the duty of the Government to
finance digging of these wells and have a
common system of having tube-welts and
supplying water to the cultivators? I know, in
certain areas, especially during th» year, we
have drought conditions with practically
no water available for drinking also. I had
the opportunity of visiting some villages.
At every village the people said that there was
no water for drinking or for the cattle. So
people are going and getting pots erf water
from  miles away. And when drought
conditions prevail, is it not the duty of the
Government to see that they deepen wells, or
get water from distant places either through
small canals or even carry water, if
necessary,  through lorries and supply it to
the people as well as the cattle ? Conditions
are like this. We are now seeing famine
conditions in Orissa which was a surplus
State; famine conditions exist in Mysore and
famine conditions are there in parts of Andhra
Pradesh. So, considering all these things, is it
not necessary that we honestly take up
irrigation works and dig canals in the various
part-of the country and see that something i
done in the matter ?  And how long 1< we to
depend upon the foreign countries for
foodgrains ?  We know that the countries
giving food to us are laying dow conditions.
They want us to produce food in our country;
they want that our agriculture should improve.
So, the Central Gov ernment should seriously
think of improving the agricultural conditions
and of providing irrigation facilities. In
addition to these big projects, there are many
other ways of giving water to the cultivators.
We can have minor and medium-sized
irrigation projects, we can dig tanks, we can
have some bunds constructed here and there
and
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give water to the cultivators. I can boldly say that if
we can provide these facilities to the cultivators,
our country will he able to produce what is
necessary for the peopl-of this country.

In addition to these, wc have to see that
something is done as regards family planning. Of
course, money is being spent but the people are not
taking to it very seriously. Some people say that it is
a mockery. Some people think that it is just a farce.
But we have to think of the future. Other countries
succeeded in this; we have to take lessons from
those countries and stop this population growth. If
this population growth is not checked, there is no
end to it and we will not be able to survive and, to
survive, we have to find out methods of stopping
this population growth and producing more
foodgrains.

Another thing is that our country is not
producing tractors for the use of the cultivators. We
are getting some tractors from Russia. But
previously we were having tractors from America
and England. But now the cultivators are finding it
very difficult to get spare parts for use in those old
tractors. The Government should see that some
spares are also imported and help these people to do
cultivation by tractors. Unless this is done, the
cultivators who purchased the tractors at an
enormous cost will have to throw them away and
they will suffer.

Another thing which I want to mention here is
the foreign exchange difficulty. We know that the
difficulty is there. We have to find out ways and
means of exporting our articles to the foreign
countries. I heard recently that especially last year
they stopped the export of molasses. Our country
has got hundreds of sugar factories and we produce
thousands of tonnes of molasses and it is wasted.
Last year some States came forward and said that
this molasses might be used as cattle fodder. But the
molasses meant as cattle fodder is being used for
illicit distillation purposes. So, if cattle fodder is
manufactured from this molasses, we can easily find
out what are the other ingredients used. They have
to use bran and other things, and we can easily find
out what is the amount of cattle fodder they have
produced from molasses. I do not want to mention
that molasses is heing used for illicit distillation and
people
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making profit out of it and the Govern mem is
losing revenue, from it.
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Another thing is this. By exporting this
molasses we used t0o earn a lot of foreign
exchange. That has been stopped now. 1 think
the Central Government will reconsider their
decision on this matter and see that molasses
which is wasted in the country is exported and
that foreign exchange is earned.

Then another point that I have to raise u
housing lor the rural people. In the Budget
also some amount has been act apart. Who is
using this money set apart for housing ?
Numbers of familie.; have increased. In every
village you will find three or four families
living in a small hut The poor people,
especially, agriculture labour and the
Scheduled Caste and the Scheduled Tribe
people require a plot of land. They require
money for the construction of their houses.
But the money given for housing is going into
the hands of the rich people. They form co-
operative societies. Everywhere a man having
two houses tries to have a third one. Every
body knows what they are doing in the co
operative societies. In the cities, specially
urban areas, all these housing societies are
formed by the rich people. Actually tbe poor
man, who has no shelter, is going without any
shelter and we would not get even a pie from
either the Central or the State Government to
construct a small hut for himself. I request the
Government to consider that this amount
should be utilised for the poorer section in the
rural areas.

Another thing, Madam. In the urban areas
there is disparity in incomes. Every body
knows that people in the cities have got black
money. The rich are becoming richer and the
poor are becoming poorer. The rich purchase
more and more houses, sell them and get
more money.

Then, there is disparity between the em
ployees of the Central Government and the
State Governments. My friend, who spoke
before me, was saying that there are all kinds
of Bundhs proposed in the States. Recently
our State Government employees also wanted
it, but somehow it was averted. The State
Government employees are not getting good
salaries. Unless we give some money towards
an increase in their salaries, the State
Governments are not in a position to give a
rise. 1, therefore, request the Central
Government either to subsidise
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[Shri V. C. Kesava Rao] or to give some
amount for the purpose to enable them to give
some more money to the low-paid employees.

Finally, I just want to mention only one
thing, namely, road transport. Our railway
system is good enough but it is not in a
position to carry all the goods. So we have to
develop road transport. For that we have to
spend more money on highways. The highway
between Madras and Calcutta, that too between
Bezwada and Madras is so bad. I do not know|
whether any repairs are being undertaken this
year. Every year rains and floods wash away a
bridge and the traffic is dislocated. Therefore, [
request the Government to see that our national
highways are developed. They should see that
money is spent for developing these roads. It is
not a waste. The traffic on. the roads is paying
heavily, especially the lorry and the bus traffic.
Therefore, spending on this would not be a
waste to us as wo are getting revenue from this
traffic. Therefore, the Government should
consider giving some more money for the
development of national highways.
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TE AF(G <F al Aqior a8 g fE oE
few alzsidl @ wwTs # WG |
#IT qogT W FT swEear (e ewe
a9 FT ML THA @I Tl
g W g9 wwa fgar swE fou
H ATATT SHE FL@(g | ;A A A O
fR¥ET AT I EATE | TR AL B &
qgd # g (e o7 T@a w0
ST &, A% WET A F1 8 | g Fad(
ATAVAE 15 ¢ (o6 G1< 7 TE0 gl v
aFaT——amd, fagT 91T s =
st arel AEw g | TEAT Wyl
A& HET AT B 2 1 4 T MEam §
T AT [ WAl a9 6 T8 76 2T
1 ey 7L 959 35F T+ T A®
ST A AT ED (AGH FHAT T q99
F{ HH AIC IS T AGT EF |
Ha ATl & w9 H B (A a7 aRdA
LA |
SHRI K. V. RAGHUNATHA REDDY
(Andhra Pradesh) : Madam Deputy Chairman,
the various clauses in the Finance Bill dealing
with the statutory aspect of finances in
relation to the tax measures have been placed
before the House and we are asked to consider
the various clauses in the Bill and then approve
of them. Madam Deputy Chairman, I had
occasion to express myself on the ramifications
of the tax measures which had been brought
forward at the time when I spoke on the Budget
and more or loss with some variations they
have been brought forward now in the form of
this Bill. ~ Madam Deputy Chairman, as a
student of economics and also as one who has
been practising as a lawyer, I am not one of
those who have pathetic faith in the efficacy of
laws of taxation to change society in such a
manner that cither socialism could be
established or economic equality could be
brought about. Some economists, notably
Taylor, an eminent economist of America,
and also some Latin American economists,
based on their own experience, have come to
the conclusion that in a state of economy if
there is monopoly side by side with an inelastic
market in relation to industrial production of
goods— if these conditions are there in a state

of the economy of a country—then in such
circumstances even direct taxes will have
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no effect and all excise duties or income-
taxes or any other direct taxes can be shift-
ed on to the consumer by the
manipulation in the cost of production
and rise in the prices. Therefore,
especially in the context of our Indian
economy since there is a certain amount
of monopoly in the private sector
especially in the consumer goods sector,
to the extent that there is monopoly in
the consumer goods sector where the
supplier can demand or predicate or fix
prices in the market, to that extent the
monopolist will not be interested in inc-
reased production, unless by increased pro-
duction he will be able to maximise
profits.

As things now are in India, Madam
Deputy Chairman, unfortunately, the entire
consumer goods industry is directed to the
production of such goods as will have an
effective demand only from a certain section
of the population. It is not their fault.
The entire income distribution or the way
in which the entire income distribution has
taken place in this country, is one of the
causes. I need not go into the findings of
the Mahalanobis Commission. They have
very vividly brought out how this income
distribution has taken place. It has been
agreed by all economists—I am sorry Prof.
Gadgil is not here now—Prof. Gadgil and
other economists of the country have come
to the conclusion that effective demand is
concentrated only in a small section of the
Indian population. If that is admitted as a
fact, then it logically follows that the
industries will be able cc orient their pi -
duction only for meeting demands of that
character, provide for the effective demands
of that small section of our population.
Therefore, to that extent the consumer
goods industries will be able to orient their
production of luxury goods so that they
may satisfy these demands of the upper
income groups. Then what would follow ?
The inference does not stop there. It
leads on to certain other things. Though I
do not state it as a proposition of theory
that will stand for all time, in the given
context of a developing economy, the
public sector industry produces basic
goods or the capi tal goods that are
necessary for the consumer goods
industries. When the public sector
industry produces a particular product it
can either go direct to the consumer or it
can be further subjected to an extended
reproduction or further transformation
into capital goods which again can go into
the consumer goods industry (or
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the production of consumer goods. Now
the public sector produces a particular pro-
duct, for instance, steel. That steel can go
either to the consumer directly as steel or
it can go into other types of production,
undergo further transformation of produc-
tion for the purpose of producing machines
which machines again will be used in the
consumer industry sector for the purpose of
producing consumer goods. Now the eco-
nomy has become stagnant and I call it a
stagnant economy because the production
of the private sector has reached a water
shed beyond which it will not be able to
traverse further. For some time generally
there may be some demand for it but in a
period of five to ten years a stage may come
when it will not be able to proceed further.
That is why I say that the private sector
has lost its functional status and it has gene-
rally the character of a parasitic nature. If
we allow the things to drift like this, we
may reach a stage when the public sector
will not be able to find a market for the
products produced. We may reach what
some of the economists call the stage of
under consumption or market crisis. Though
1 do not, for a moment, say that this theory
will hold good for all times to come, but in a
given circumstances this theory will acquit
itself. Therefore it is absolutely necessary
for the public sector to take over the
consumer industries, develop its own
consumer industries. When once you deve-
lop consumer industries in the public sector,
it will act as a countervailing force against
the monopoly price structure of such indu-
stries in the private sector; also it will
provide the necessary profits for the public
sector. It will also create the necessary de-
mand for the goods that will be produced
in the public sector. In these three ways,
you will be able to develop a harmonious
and balanced economy wherein you will be
able to avoid crises of overproduction and
underconsumption which you will not be
able to do in the present state of the eco-
nomy. And that I believe should have been
the reason why the Congress President after
deep consideration has given a categorical
slogan at Jaipur that consumer industries
must be started in the public sector.

Madam Deputy Chairman, I would also
like you to appreciate that when we talk
of the public sector the question of profit
in the public sector is not be considered a*
on par, as we understand the nature of pro-
fit in the private sector. In the private
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[Shri K. V. Raghunulha Reddy) sector it is
purely meant for capital accumulation or for
private appropriation by capitalists whereas if
you get profit in the public sector, it is the
saving of the community, meant for the
development of the public tcctor further so
that it would benefit t'j entire community. It is
not for private accumulation. Therefore, a
distinction must be drawn in relation to the
interpretation we give to the concept of profit]
in the public sector and to the concept of of p-
;1/ii in the private sector.

We are also asked sometimes : what is the
difference between monopoly in the private
sector and monopoly in the public sector ?
This question was asked when you were
appointing the Monopolies Commission. Are
there not monopolies in the public sector ?
This is what is asked. But it should be realised
that the concept of monopoly undergoes
transformation when it is applied to the public
sector Vis-a-vis the concept being applied to
the private sector. We are not against
monopolies; the point is we are against
irresponsible monopolies in the private sector
and in favour of responsible monopolies in the
public sector. That is the distinction between
the two.

SHRI LOKANATH MISRA : What is the
authority for this particular expla nation ? Is it
based on your own authority or do you have
any authority to quote in support of it ? It
must be a Marxist authority.

SHRI K. V. RAGHUNATHA REDDY :
Madam Deputy Chairman, I had and T still
have a very high regard for Mr. Misra and 1
thought he would not find it difficult to
understand this proposition because it is a
very simple proposition. He wants me to
quote an authority. I would only say that if
Mr. Misra reads the last Chapter of the
autobiography of Pandit Nehru where he has
lucidly dealt with responsible and irres-
ponsible monopolies and their character, he
would not have raised this question. Another
authority is R. H. Tawney.

Madam Deputy Chairman, similarly there
are popular misconceptions about the concept
of what is known as Welfare State. Both on
public platform and in the Press the concept
of Welfare State is sought to be interpreted as
synonymous with Socialist vStete and the
expression "Welfare State* is
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sought to be used by interested parties as r>
sedative against the propagation of the view
of a Socialist State. The Indian people stand
for a Socialist State and not for a Welfare
State. Pandit Nehru wanted Socialist State
and not Welfare State. But 1 would like you
to understand it better before we go into the
question of the Welfare State versus the
Socialist State, rind why we prefer a Socialist
State. As early as 1790, Paine in his Second
Volume of Rights of Man' has brought out
clearly how the State should intervene in
order to give certain benefits to the citizens of
the country. Again Stein in his book on
Socialism nnd Communism in France has
said that monarchy itself should come
forwadd to provide certain facilities to the
people so that they may not rise in rebellion.
And monarchy did indeed provide—in
history there were certain good monarchs
who did this—sometimes certain facilities
were given.

i THE DEPUTY CHAIRMAN: Mr
Reddy, you must finish by five of the clock.
You need not go into the history in such
details.

SHRI K. V. RAGHUNATHA
REDDY : Ifthe Jana Sangh .
SHRI SHEEL BHADRA. YAIJBE

(Bihar) : He is giving lessons on socialism to
them.

SHRI K. V. RAGHUNATHA REDDY :

. happens to have some kind of *
socialism they would have this kind, of
socialism which was known as Feudal Socia
lism in history. Welfare State, Madam, can be
had within the framework of capitalism
whereas what a Socialist State means is that it
will contain all the elements of the Wei fare
State.  The difference is in a Welfare State
under capitalism the question of the inequality
of wealth, the concentration of economic
power, will not be solved but in a Socialist
State we will have all the el& ments of a
Welfare State and at the same time, we will
solve the problem of inequali ties, and
concentration of economic power There will
be no inequalities because all the means of
production will be in the hands of the public
sector. If at all. the inequality will be brought
down to the minimum And when 1 say
inequality will not be there I do not for a
moment mean that there would be absolute
bilogical equality or intellectual equality.
What I mean is the
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inequalities created by man, the inequalities
that have been brought about as part of the
social organisation, the inequalities created by
the institutional structure, will be brought
down to the minimum. We can quite
appreciate intellectual inequality between man
and man and the difference in contribution
that can be made by man in the realm of art,
science, philosophy or human welfare.
Therefore we are not against that kind of
inequality but we are definitely against
inequalities created by the society itself. You
can understand that when a child is born in
society, he does pot have the choice. When a
child is born he has no choice as to in which
family he should be born. He never bargains
for it. When he is born, along with his birth he
carries all the disabilities, all the sorrow, all
the hunger and agony of the parent*. He was
not responsible for it before he
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was born but once be is born he hat to take
the entire burden of the society. sorrow,
misery everything. Therefore man by himself
is not responsible for the inequalities but the
society has created the various difficulties by
the nature of the social organisation. If man is
not responsible for that type of agony, then he
has ?ot a right to ask that the society must b<?
shaped in such a manner that he will have a
right to live as an equal with all others.

Thank you very much.

THE DEPUTY CHAIRMAN; The
House stands adjourned til] 11.00 AM.
tomorrow.

The House then adjourned at five
of the clock till eleven of 'be clock
on Wednesday. the 11th May, 19*6.



