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MR. CHAIRMAN :
Dharia.

No, no. Mr.
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Finance  Minister, of his office.
Sir, need I add anything more to
what we have had for twenty

minutes about what had happened in
his regime? But does the death of
Shastriji mean that we are reverting to
!the old policies ?

]
RE ACUTE SHORTAGE OF LIGHT | [THE VICE-CHARMAN (SHRI M. P.

DIESEL OIL IN MAHARASHTRA

SHRI M. M. DHARIA (Maharash-
tra) : With your kind permission, may
I draw the attention of the Govern-
ment to a very serious matter in the
State of Maharashtra? Once a calling
attention notice regarding the acute
shortage of light diesel oil and crude
oil was discussed in this House and the
hon, Minister of Petroleum and Chemi-
cals had assured us that there would
not be any shortage or acute shortage
of diesel oil or crude oil so far as agri-
cultural production was concerned. 1
have received a telegram from the Vice-
Chairman of our Maharashtra Pradesh
Congress Committee as follows :—

“Acute shortage of crude oil Stop|

All crop on this side affected Oil
engines stopped crop drying Pray
immediate crude oil supply.”

The shortage is absolutely acute and
may I request, through you, the Govern-
ment immediately to look into this
matter ? I have given a calling atten-
tion notice and may I request you to
hand it over to the Government and
also accept it ?

THE BUDGET (GENERAL), 1966-
67—GENERAL DISCUSSION

SHRI DAHYABHAI V. PATEL
(Gujarat) : Sir, the country heaved a
sigh of relief on the 1st of January this
year when the late Prime Minister Lal
Bahadur Shastri relieved

SHRI ARJUN ARORA (Uttar Pra-
desh) : Not the country, but only a
few individuals.

SHRI DAHYABHAI V. PATEL :
the predecessor of the present

! BHARGAVA) in the Chair.]

In admitting the failure of the old poli-
cies, both politically and otherwise in
“the fiscal policies, one hoped that there
:would be a change, but I am wondering
: whether this change is going to remain
"or not. One bold step was taken to
]decontrol cement and that has proved
,how wrong the Government’s policy
‘was in this matter. Similarly, equally
strong is the case for the decontrol of
sugar and, if I may say so, cloth. Is
,Government going to persist in these
| policies and go on heaping on us more
land more taxation, just because they
want to follow ill-advised policies ?

i As has become
Finance Ministers recent
the new Finance Minister too
Ihas expressed sentiments and spel-
led out objections, which are un-
exceptionable when viewed against the
changing phase of our economy. It is
ionly when it comes to be translated into
factual executive measures that one
:finds contradictory trends. Everyone
'in the country would agree with the
Finance Minister—and I quote the
Finance Minister—that “the Budget has
to be production-oriented, creating a
better psychological climate for a greater
regard to savings and efficiency all
round”. And I quote again: “every
effort has to be made to restrain Gov-
ernment expenditure.,” There is also a

for
years,

customary
in

common measure of  agreement
that “more and more, the possi-
bility of raising additional inter-
nal resources will depend on the

growth and dynamism of the Indian
economy itself” and that, therefore, “it
is of paramount importance to im-
prove the performance of the economy
by raising productivity both in agricul-
ture and industry”. He has also recog-
nised that “growth of private industry
must depend more and more on the
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equity participation of a growing num-
ber of people from different strata of
society”, and 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 interest”. He, there-
fore, attaches importance to strengthen-
ing and guintaining the confidence of
the private sector as also to the more
efficient working and management of
the country’s growing family of public
enterprises, Thus in short, a rising
level of productivity both in agriculture
and industry, greater efficiency, res-
traints 1n  Government expenditure,
higher savings, revival of the capital
market, more widespread equity parti-
cipation and the strengthening and
maintenance of the private sector are
the salient points stressed by him in
pact A of his Budget Speech. But a
number of his proposals come into
conflict with these desired ends.

No doubt he has tried to give some
concessions to the individual assessees
and the corporate sector which are wel-
come, These have, however, been
more than negatived by his proposal to
levy a flat special surcharge of 10 per
cent of the amount of income-tax and
surcharge in respect of earned income
and unearned income, payable by all
non-corporate assessees, and to increase
the general rates of tax on corporate
incomes by approximately 10 per cent.
The former will bring an additional

revenue of Rs. 25.6 crores and the
latter about Rs. 36 crores. To this
must be added the additional excise
duty on sugar which is expected

to vyield as much as Rs. 22
crores, These three items alone
make a serious inroad in the savings of
the community in as much as Rs. 84
crores would have been syphoned
away to the Government exchequer.
The total new imposts of Rs. 101.51
erores, coming as they do after the
heavy burden of taxation imposed last
year which brings additional revenues
to the Government of about Rs. 279
crores on an annual basis, is indeed
back-breaking. It is ironical that
while on the one hand the Finance
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better investment climate, on the other
hand he comes forward with such
heavy demands. It is not understood
how in these circumstances the capital
market can be revived and industry’s
need of capital requirements met,

The present budget, it must be re-
membered, of the Finance Minister is
the fourth one since February, 1965.
On 17th February 1965, the so-called
‘little budget’ was announced. It was
followed by the yearly budget and
again by a supplementary budget on the
19th August, 1965—Ilike all the earlier
budgeis more taxes, more Government
wasteful spending, more printing of
paper money, more inflation. The mea-
sures taken last year added up to a
sizeable tax effort of over Rs. 180
crores, The budget for 1966-67 im-
poses additional levies to the extent of
another Rs. 120 crores which work
themselves out to over Rs. 146 crores
in the year. If the Railway budget for
1966-67 is also taken into account, the
incidence will be over Rs. 164 crores.
At a time when the national income is
showing a downward trend, there is an
inroad of neatly Rs. 345 crores into
the savings of the community.

One serious matter of concern to
which T would like to draw attention of
the House is that in the successive bud-
gets from 1961 onwards and perhaps
early there is always an under-estimate
of receipts of the Government of India.
The figures from the explanatory
memorandum for the last five years
show that there is always an under-
estimate of the order of a crore and
over every year. If there was a reason-
ably cortect estimate, perhaps some of
the taxation measures embarked upon
would not be necessary.

The Central Government budget
ought to become an important instru-
ment for dcveloping the economy ins-
tead of levying burdensome imposts on
the people and the corporate sector.

Capital for industry, whether it is for
maintenance or for expansion or for
establishment of new units, comes from
its own savings which are ploughed
back or from individual savings which

Minister speaks of higher savings and finance equity raisings or from borrow-
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ings and loaps. The high burden of
taxation on the corporate sector which
varies between 63 and 70 per cent in
India against the maximum of about
54 per cent in other countries does not
leave cnough savings in the hands of
the companies for purposes of plough-
ing back. In the UXK. under the latest
proposals it is likely to be only some-
where between 35 per cent and 40 per
cent. The additional 10 per cent in-
crease in tax on corporate incomes will
deplete their savings further, So far as
individuals are concerned, the income-
tax assessee in India has to bear a very
heavy quantum of taxation. Wec are
often described as the highest taxed
nation. On certain reaches of income
he pays more than what he earns. This
will be disincentive to saving and will
divest him of his capital, The new
additional flat surcharge of 10 per cent
of the amount of income-tax proposed
to be levied in the new Budget will
make his position still worse. Over
and above this, there w'll be the burden
of new excise duties. The high punitive
rates of taxation have to be borne by
that class of income-tax assessees who
of receipts of the Government of India,
generally save and invest in equity
shares of companies. Now if the capa-
city of this class of people to save and
invest is to be impaired further, it is not
understood how and from where the
money will flow into equity shares.

Already a declining trend in revenue
receipts under the head of Income and
Corporation taxes has commenced. In
the current financial year 1965-66, the
Income and Corporation taxes have
shown a short-fall of the order of
Rs. 75 crores. This was inevitable be-
cause the law of Diminishing Returns
in the face of ever-mounting taxation
was bound to become operative, The
Government of India, unlike other in-
dustrially advanced countries like the
United States, West Germany, Japan,
Canada and also developing countries
like Brazil, Malaya, etc. have failed to
realise that rising rates of taxation inhi-
bit both the growth rate of the economy
as also the revenue receipts of the State,
and contrarywise a reduction in taxation
rates gives a boost to the economy and
steps up revenue receipts. Unfortunate-
ly, extraneous considerations have pre-
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vailed to the detriment of the country's
economy as a whole. We seem to
attach importance to wrong priorities.
Distribution before production appears
to be the more acceptable theme with
the result that we have been distribut-
ing poverty all round instead of pros-
perity which should be the true aim of
a welfare society. Little regard in ac-
tual practice is paid to the eoncept of a
rising standard of living for the mass
of the people though it is loudly pro-
fessed in our policy statements. Against
the prevailing dismal conditions of
living of the common man, it rather
sounds academic to speak of restraint
on consumption and of tightening the
belt further. The belt is already tighten-
ed to the last hole for the mass of the
people who lead a sub-standard life. If
it were not so, measures like imposition
of an additional excise duty on sugar,
cloth, etc. would not have been thought
of. Also, it has to be realised that a
production-oriented budget has no mea-
ning when a curb is placed on con-
sumption., Consumption and produec-
tion are inter-related and one cannot
go without the other. It is only a ris-
ing level of consumption—in India it
means only essential articles—which can
sustain higher production.

It may be argued that in view of the
rising demand of the State there is no
alternative but to raise the level of taxa-
tion. This oft-repeated argument is not
at all convincing especially when no
serious efforts are made to effect the
necessary economies in governmental
expenditure. It is realised that at the
present junction, defence requirements
cannot be curtailed and no one would
make a suggestion to that effect. But
there are certain types of governmental
expenditure which could be reduced.
It was reported some time back that
directive had been issued to the various
Ministries and Departments to effect a
cut of 10 per cent in their expenditure.
This could easily have brought about a
saving of about Rs. 100 crores. In the
course of the last 15 years the expendi-

ture of the Union and the State Gov-

ernments has increased by as much as-
500 per cent. This is a colossal increase.
State Governments have year after
year been resorting to unauthorised
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overdrafts on the Reserve Bank. The
Finance Ministers in previous years
have recognised this weakness in the
financial position and yet nothing is
being done to stop these overdrafts,
Often we have heard of the need to
impose a greater measure of discipline
on the States with regard fo their
spending habits, with what results we
do fiot know., The tax-payer has a
right to demand that before he is called
upon to pay more taxes, the State Gov-
ernments should be disciplined to live
within their means and that the Union
Government too should enforce strict
economy in their administrative ex-
penses and plug all avenues of wasteful
expenditure.

What is needed is a radical change
in the framing of the Union and State
Budgets. Instead of the Government
first fixing their targets of expenditure
and then starting to find resources to
finance them, it should be the endea-
vour of the Government to first assess
what their income is going to be and to
cut their coat according to the cloth.
A nation with limited means cannot
afford to do this unless it wants to run
into insolvency. As the Finance Minis-
ter has stated—1I quote him :-~

“The developments during the cur-
rent year are a matter of concern
and call for a greater degree of real-
ism in budget-making as well as
greater sense of determination in
restraining  expenditures,  whether
revenue or capital, whether Plan or
non-Plan, whether by the Centre or
by the States.”

This realism, however, does not ap-
pear to be the guiding factor in the
budget-making this year, as, otherwise,
we would not have seen much a heavy
load of taxation imposed on the tax-
payer. What is needed now is that we
should first know our financial resources
and then frame a budget to match it
and not the other way round.

The Finance Minister has spoken of
the role of foreign capital in our indus-
trial effort. He has stated—I am
quoting him :—
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“With the best will in the world
and the utmost effort we are capable
of, we still cannot dispense with for-
eign aid in the near future.”

The flow of foreign aid both on the
Government-to-Government level and
on the basis of participation of foreign
private equity capital will depend on
our realistic fiscal policies and our
ability to find matching rupee capital.
Participation of foreign equity capital
particularly will depend on how well
the investment climate is built in the
country. There is a great demand for
foreign equity capital in all the deve-
loping countries as well as developed
countries of the world and there is a
keen competition among the receiving
countries to secure it. It, therefore,
flows to those countries who offer the
best investment climate. In a capital
hungry world we have to offer attrac-
tive terms of foreign private equity
capital. Incentives to foreign equity
capital alone will not serve the purpose
because it has to be met with a match-
ing rupee capital which can be avail-
able only when there is an encouraging
climate for investment purposes. The
inflationary aspect of the Budget propo-
sals cannot also be ignored. In the pre-
sent scarcity conditions of the market,
the tax incidence, particularly of excise
duties, will be passed on to the con-
sumers. The general price level in the
country has shown a significant in-
crease of 7.6 per cent during the 12
months ending January, 1966, In 1964,
it had risen by 17.2 per cent. A rise
of 24.8 per cent in the course of two
years has already made a serious dent
in the real income of the people. A
further rise consequent upon the impo-

sition of fresh levies under the new
Budget proposals this year will make
life really difficult for the ordinary

wage-carner.

The Budget does have certain wel-
come features such as the abolition of
the bonus tax payable by domestie
companies, limitation of the dividend
tax to dividends paid in excess of 10
per cent, the abolition of the netional
capital gains tax on bonus issues in the
hands of the shareholders (which will
now be charged only when the capital
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gains are actually realised), the aboli-
tion of the expenditure tax, the raising
of the exemption limit of total incomes
not chargeable to tax in case of perso-
nal taxation, the inclusion of the tea
mdustry in the list of industries eligible
for higher development rebate, eic., etc.
But these reliefs have been more than
off-set by the imposition of the sur-
charges both on personal and corporate
incomes and by the enhancement of the
excise duties levied on certain articles
of common consumption, The raising
of the rates of Estate Duty on certain
intermediate slabs has further accen-
tuated the situation.

I will now refer briefly to some of
the proposals of the Finance Minister.
The increase in excise duty on crys-
tal sugar from Rs. 28.65 to Rs. 37 per
quintal, which will bring an additional
revenue of Rs, 21.93 crores, will cause
hardship to the consumer as well as to
the industry. The current rate of duty
is already very high and its enhance-
ment will curtail the consumption of
the commodity. The sugar factories
are having large stocks of sugar for
which they have been finding it difficult
to raise the necessary finance. As a
result of curtailment in consumption,
the stocks will increase further and the
difficulties of the factories in regard to
finance will further be aggravated.

The consumer on the other hand will
have to bear an avoidable burden on
his household budget. The disparity in
excise duty between white sugar and
khandsari, which will now increase,
will dislocate production in factories!
and cause hardship to cane growers
also,

The increase in excise duty on diesel
oil by Rs. 60 per kilolitre, which raises

will add to the cost of road transport
and industrial concerns using oil-fired
furnace units, At the same time, it
will hurt the cultivators using diesel
oil for running their pumps for lift irri-
gation,

The increase in excise duty on certain
varieties of cotton yarn and cotton fab-
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and Rs. 6.3 crores respectively, and on
rayon and synthetic yarns, expected to
yield Rs. 50 lakhs, will also add to the
cost of living of the middle income
groups, More and more people have
started using these finer types of cot-
ton and rayon fabrics because they are
more lasting and are easily washable at
home. This is, therefore, an unneces-
sary addition to their burden.

In the matter of personal tax, the
levy of flat special surcharge of 10 per
cent. of the amount of income-tax and
surcharge in respect of earned and un-
earned income which is expected to yield
Rs. 25.6 crores, is a very heavy burden
and will cause great hardship to the
assesses, This will deplete their savings
and erode their living standards. It will
affect savings and consequently invest-
ment in equity share-holdings. Capital
formation will thus receive a setback
and thereby retard the pace of indus-
trial development.

The increase in the rates of estate
duty on certain intermediate slabs is
another objectionable feature of the
Budget. The proposal to treat gifts
made within two years of death—at pre-
sent the period is one year—as part of
the estate i3 also not justifiable. In
fact, the rates of estate duty at present
are expropriatory and there is a justi-
fled demand for their revision,

The proposal to charge capital gains
tax from share-holders on bonus shares
only when the capital gains are actually
realised and not on notional capital
gains is welcome, But even then this
tax is not justifiable. Bonus shares are
issued from reserves on which the com-
pany has already paid the tax. To
charge the tax again at the hands of
the share-holders tantamounts to double

an additional yield of Rs, 5.35 cxores,itaxation‘

The proposal to raise the exemption
limit for annuity deposits from Rs.
15,000 to Rs. 25,000 is just an eye
wash. The whole scheme is most
vexatious and should never have beem
put on the Statute Book. It is avoid-
able and unnecessary harassment.

The proposal to increase the
general rates of tax on corporate in-
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comes by approximately 10 per cent.
will deplete the savings of the com-
panies and leave little with them for
purposes of ploughing back. This
will go agamnst the objective of acce-
lerating ihe pace of industrial deve-
lopment, Already, Indian companies
as compared to their counteiparts m
other countries have to bear a much
heavier burden of taxation.

In this connection I would like to
draw the attenuon of the Houwe to the
recent statement of Shri G. L. Mehta,
Chaiiman of the Industrial Credit and
Investment Corporation, Addressing a
press confeience he reviewed the cco-
nomic situation and said :—~-

“The slagnation in the capital mar-
ket had led the ICICI to take up in
several cases amounts exceeding 90%
of the shares underwritten by if. The
stagnation had also tended to slow
down execution of projects, causing
an adverse effect on production.”

The proposal simulfaneously to in-
crease the effective rates of the basic
corporate tax on companies runs con-
traiy to the desire of the Finance Minis-
ter to encourage investment, both do-
mestic and foreign, Under his propo-
sals, for public companies with an in-
come of less than Rs. 25,000, the basic
rate of tax is to go up from 42% per
cent. to 45 per cent.

The proposal to reduce the rate of
companies surtax by 5 per cent is a
half-hearted measure, The surlax pena-
lises efficiency and higher productivity
because only efficiently-managed con-
cerns are able to earn higher profits.
This tax has to a very large extent,
been responsible for creating an adverse
investment in the country.

The proposal to levy the dividend
tax only on that part of the equity
dividend declated or distributed which
is in excess of 10 per cent. of the paid-
up equity capital is welcome but it
would have been in keeping with the
desire of the Finance Minister to build
up a better investment climate if this 1ax
were to be copletely abolished. Such an
abolition would not have caused any
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serious loss of revenue to the Govern-
ment, Besides, it is not understood
why the 10 per cent, exemplion limit
should be calculated on the paid-up ca-
pital basis and not related to paid-up
capital plus reserves.

Sir, if the Government are ieally se-
rious to revitalise the pace of economic
development in the countty, they should
introduce comprehensive measures of
economy in all the departments under
their control both at the Union and the
State level.

J L 4

]\ If one were to look at the Explana-
tory Memorandum, about which much
ctiticism has been made in this House,
one would find a good deal of expendi-
ture an unproductive, In this House,
Sir, we have drawn attention of the
| Government several times to the expen-
diture whose productive value is very
little. The utility of it is giving employ-
ment to their protegies and building up
an election machinery for the Congress
Party. The Finance Minister should
take note of this and put the Budget into
proper shape honestly.

Both in personal and corporate taxes,
the collection machinery of the Govern-
ment should be streamlined so as to
ensure speedier completion of assess-
ments and better collection of revenue.
If only the Government did this one
thing, there would not have been any
necessity to impose new taxes this year,
Both the personal and the corporate
taxes should be brought down to a rea-
sonable level, This alone will create
confidence in the capital market which
is so necesary for our counftry and
revitalise the entite economy of the
country. '

As in other countries, like Japan and
Sweden, there should be a ceiling fixed
under the law beyond which the taxa-
tion rates should not exceed.

Government should allow the gener-
ous creation of tax-free reserves as in-
vestment incentives. This is being done
by some developing countries like
Greece and Spain, Some such conces~
sions would help to bring out capital.
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The list of items entitled to tax c:edit
certificates should be widened and the
rates of credit enhanced with elimina-
tion of elaborate administration proce-
dures which cause delay.  Experience
has shown, says a noted economist that
was brought out in the Economic and
Scientific Research Foundation 1ecently
—that in a number of counirics, com-
panies’ appropriation of national out-
put reaches 22-25 per cent. of the gross
national product which adversely aifecs
the output, Inflation sets in. In India
taxation has grown only at the rale of
15 per cent. while the rate of increase
in the gross national products is only
3.3 per cent, per year, Thus taxation
has been increasing more than {our
times as fast as the total national oulput.
This growth in taxation has 1eached
such a level which is precariously cloze,
to the limit mentioned. The high rate
of Government spending has not led to
the high rate of economic growth. In
fact, the Indian growth is rated among
the lowest in Asia, Therefore, Sir, the
Finance Minister should give a new
look, and I hope that before the Bud-
get is passed, he will have something up
his sleeve, as they generally do—parti-
cularly this year is the year before the
elections—certain concessions will be
allowed, But this is not a thing . . .

THE VICE-CHAIRMAN (SHRI M.
P. BHARGAVA) : Will vyou take
long ?

SHRI DAHYABHAI V. PATEL: 1
will wind up 10 a few minufes, This by
itself is not going to solve the problem
of the economy of the country. Induce-
ment of confidence is not going to be
achieved by giving a few concessions
here—one concession here and one con-
cession there. What is necessary is a
drastic revision of the policy, just as
progressive countries have done by
drastic reduction in taxes. 1 would have
expected the new Finance Minister to
bring in a new look to the Finance
Ministry and impose drastic reduction
in the taxes. A reduction in taxes itself
will give a fillip to the economy. It will
result in better conditions in the coun-

try.

»#
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THE VICE-CHAIRMAN (SHRI M.
P. BHARGAVA) : Finance Minister,
he expects you to look into the Budget
again,

SHRI DAHYABHAI V., PATEL: 1
do not think he will have lime. Anyway
I voice this feeling because to my mind
this is the feeling of the people all over
and I would like the Finance Minister
to look into the Budget proposals and
see where a cut is possible. I am sure
if he tries seriously, a0 additional levy
would be neces.ary. On the cont.ary
in the levies that have been made parti-
cularly in the last two yeais, some re-
lief should be given and they should
be lowered,

THE VICE-CHAIRMAN (SHRI M.
P. BHARGAVA) : The House stands
adjourned till 2.30.

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

The House reassembled after Junch at
half-past two of the clock, The VicE-
CHAIRMAN  (SHR1 M. RUTHNASWAMY)
in the Chair.

SHRI K. K. SHAH (Muharashtra) :
Mr, Vice-Chairman, Sir, in a backward
economy, especially when it has been
subjected to pressures of external ag-
gression and rising population, budget
making is a very difficult task. This task
becomes sharper if there is scarcity of
essential commodities, In spite of these
handicaps, by 1962 we had reached a
stage of take-off. Unluckily the Chinese
aggression gave us a rude shock and the
period of take-off has been prolonged.
Not only it gave a rude shock, but the
tempo of capital formation received a
jolt from which even now we have not
been able to recover., It was hy then
understood that we would be able
to utilise the installed capacity to the
maximum extent possible. Valuable
foreign exchange which was necessary to
utilise this capacity had to be diverted
to defence purposes. People might say :
‘Why are you worried if the share mar-
ket has slumped or gone down ? T am
not enamoured of the share market but
it is a barometer which indicates the
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health of a country. lhe capital mar-
ket had gone down to such an extent
that when there was a subscription for a
new concern, not only 1t was oversubs-
cribed but four times or ten umes of
the capital was available After 1962
we reached a stage where for those who
had invested in 1958, 1959, 1960, 1961
and 1962 not only their prices went
down to an extent where their capital
became fiftly per cent of the ongmal in-
vestment but also, since the incentive to
save and invest in capital formation dis
appeared to the extent that not only no
dividend was ava.lable but as I said,
even capital investment went down The
result was that the diverston of saving,
of the middle classes of people went to
hoarding of essential commodities. It
one were to search for reasons about
the prices shooting up, one must realise
that whatever little saving 1s availablc
so far as the middle classes and lowér
classes and especially the agriculturists
are concerned, it was in those days
utilised for purchasing of shares of new
concerns. If anybody has a doubt, let
him scan the list of subscribers 1n
those days and he will be satisfied that
it is so. Now what the Finance Minis-
ter is called upon today !s to face this
situation. The 1nvestments  already
made do not yield a return of 5 or 6
per cent, which 1s the maximum. This
is on account of the fact partially thai
the raw materials which are necessary
for optimum product on cannot be im
~ported and theiefore partial capacity 1
utilised. Not only this, but in the
market today, may be on account of the
credit squeeze but 1t is not only on
account of that and the reasons have
been stated by the Finance Mmister
in his very able specch, but in the
official market no money 1s avatlable at
less than 12 per cent In the unofticial
market money is available a1 18 to 20 per
cent, We are facing a curious pheno-
menon where in spite of the credy
squeeze, in spite of the high rate of
interest in the official market, prices are
shooting up, Therefore i1f anybody 1s
arguing that the prices are shooting up
because there is the scarcity of essential
commodities, he is wrong. In po coun-
try it has happened that when the rate of
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interest » so high, when the credit
squeeze 1s so tight, the prices continued
to rise. 1t 18 this very difficuit state of
affairs that the Fmance Minister 15 call-
ed upon to face. Let us scan the horizon
to see where the capital can be found
The taxes so far as the rich are con-
cernea—and 1 have no quatiel with that
but at the higher level—the taxes are
where they were and to-day they are still
more—at 80 to 89 per cent. n addition
to what is known as the Wealth Tax and
if the Wealth Tax and (he highest Income-
tax are taken together, so far as the
official calculation is concerned, a man
earning Rs. 100 at the highest level—I
must make it clear that 1 do not hold
any brief for them but it 1s a fact which
aas to be faced—pays 115 to 127 per
cent, and in some cases 130 per cent
Now to expect here any capital forma-
ion at this level is asking for moonshine,
nothing else, If rich men cannot find
capital for new enterprise, if common
men have no incentives to save and mvest
in new enterprises, where are we to find
the capital? The credit squeeze makes
it impossible to find money. The high
-ate of interest makes it impossble for
anybody to borrow and put up an indus-
ry. The only way is thecefore this and
[ must say that by performing a difficult
ask the Finance Minister has been able
o reverse the process He has been
1ble to come before this House and the
Lok Sabha and say: ‘Well, | will re-
move what is known as surcharge on
Dividends Tax so far as the Corporate
ector is concerned’ and he has been able
o remove the tax on what 1s known as
honus shares, It may be argued that
hese are small concessions but they are
10t small concessions so far as capital
formation is concerned. My friend Mr
Dahyabhai Patel was arguing® ‘You

have introduced what 1s known as Capi-
‘al Gains Tax on bonus shares when
hey are sold. And you are charging,
vou are taking double tax in the semse
hat the reserves have been built up’
3ut may I point out to Dahyabhai that
*he reserves have been built up after the
ax 1s paid ? And it 18 correct that the
Dividents are also paid after the tax 1s
said, and the same dividends are tax-
ible i1n the hands of anybody. There-
‘ore, 1f the reserves should have gone
in the form of dividends, they would
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have become taxable in the same wuy
as bonus shares; they are nothing else
but a higher dividend in a different
form except when sold. The Finance
Minister, instaead of taxing the bonus
share now, says he will hold on.
Therefore it will not be thrown on the
market and the market will not be
depressed, the restrant being that if
you sell today, then you will be liable
to pay the Capital Gains tax, but if you
hold on to them, you will not be liable
to pay the Capital Gains tax. Now this
is a very wise device that the Finance
Minister has invented. Now this will
revive the capital market, The cnly
difficulty is this. [ wish the Finance
Minister had taken courage, sufficient
courage. I know what he has been doing
is to find some capital, some moncy to
finance capital investments out of reve-
nue cxpenditure. Now there are friends
who have been finding fauft with it, I
have been reading the newspapers, and
the experts’ opinion that it is wrong to
find money for capital investtnents from
revenue expenditure. I do not think it
is so, not in a backward economy. In
an economy of affluence it may be tiue
that so far as capital investraent is con-
cerned, you cznnot find money from
revenue cxpenditure. But not so in a
backward economy and there what you
do is to borrow, and after borrowing, if
your returns are not a liltle mo.e than
the interest that you pay, if your returns
are not even equal to the interest that
you pay, you will go bankiupt. Now
this has to be made up by finding money
from revenue expendifure, so that you
may not face such a situation. T mean
this cannot be done to the extent of dry-
ing up sources of capital formation. 1
see it will be possible because that will
be the logical conclusion of what the
Finance Minister has done, But so far
as the 10 per cent. addition of corporate
taxes is concerned, it will undo every
attempt that the Finance Minister is mak-
ing. I hope and pray that in the cxcel-
lent Budget that he has framed in the
most difficult situation let us reap the
harvest of that Budget, [ am not plead-
ing for the rich man. If anybody thinks
that I am pleading for the rich man, no.
It is the common man; a common man,
who is investing in five shares or two
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shares,let him get 12 per cent, But
when the 12 per cent goes into the
hands of the rich man, he pays 89 per
cent, in Income-tax, Supertax, Sur-
charge and, on the top of it all, he will
pay Wealth-tax. Even on the shares he
is getting dividends but from them he
will pay 8% per cent tax. He will have
to pay Weal'h tax also at 1/2 per cent.
Therefore, those who are wedded to
socijalistic economy need not be woriied
that by permitting corporations to pay
higher dividend, concentration of econo-
mic power in the hands of the rich will
take place., There is no chance of con-
centration of economic power except on
paper. My friends who have been
worrying about some figures that have
been now shown about concentration of
economic power forget-that it is on
paper. If the prices of shares go up,
then the man who fills in the Form
puys Wealth-tax on—let us take a figure
—Rs, two crores. Next year again,
because the prices go high, he pays
Wealth-tax on the apprec:ated figure of
Rs. two and a half crores. Now there
is no concentration of economic power;
it is the appreciation of so-called capital
which when the slump period comes,
will have fallen in value. But in the
earlier periods he will have paid the
higher Wealth-tax on the basis that the
share prices were higher, and when
they go down, he is not uble to get it
back. T will give you an example
without naming anybody. A rich man
sold a land for a crore and fourteen
lakhs of rupees. I am giving you
the exact figures before Income-iax
deductions, Now in 1952 its price was
Rs. twenty lakhs, and he was paying
Wealth-tax on the book value of Rs.
twenty lakhs, and he was continuing to
pay on the basis of the same book value
for 2ll the years up to 1964. Now he
sold it in 1964 for one crore and four-
teen lakhs of rupees, so that on the addi-
tional Rs. ninety-four lakhs he has to
pay 50 per cent. as Capital Gains tox.
Now the income-tax authorities said,
“No, the land value appreciated by
stages. Therefore you pay Wealth-tax in
1963 on Rs. one crore, in 1962 on
Rs. ninety lakhs, in 1961, on Rs. eighty
Jakhs, and so on.” Now you forget that

when you take Capital Gains tax,
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you are a partner in that business, in
that capital appreciation. If the land was
sold in 1958 and if it would have
appreciated by Rs. twelve lakhs, Gov-
ernment would have taken away Rs, six
fakhs as Capital Gains tax, and he would
have paid Wealth-tax on Rs, six lakhs,
not on Rs, twelve lakhs. But that is not
80, He goes on paying Wealth-tax on the
appreciated value, and in addition pays
Capital Gains tax, which in a period of
twelve years leaves nothing. Therefore
it is my earnest appeal to my friends, and
I have no quarrel with their method of
thinking, because those who can pay,
must pay, and if they do not pay, and
if this state of affairs continues—they
will forgive me if I use a little stronger
word—then they may be obliged to face
a sitpalion where nothing may be left
to them. Therefore they must be willing
to pay, but if it affects capital forma-
tion, then “No”, so long as you are
not going the whole hog with any dic-
tum. If capital formation does not take
place, this country will face a situation
where, in a very rising spiral of popu-
Iation, if you do not find employment
for people, 1 do not know what will
happen to this country, Therefore, when
I plead for removal of this surcharge of
ten per cent on the corporate sector, 1
am pleading for the common man, so
that he will then find an incentive again,
so that his Rs. 100, which has become
Rs. 50 now, may become again Rs.
150, which will be to his advantage. If
he gets a dividend of 16 per cent or 18
per cent—today he gets in the official
market, say, 12 per cent.—if he sees he
can get, say, 18 per cent in a new in-
dustry, he would like to invest in that
new industry, otherwise he may not.
Therefore, so far as this aspect is con-
cerned, it cannot be said by anybody in
this country that the Finance Minister has
not made an attempt, or has had nc
coutrage to reverse the trend of economy
in this country. It may be said that we
have given them concessions and depre-
ciation, and so on, a number of things,
which are available for five vears. Now
to that also I may say that sometimes
uninformed criticism, which is to a large
extent visible outside this House, is very
dangerous.
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SHRI C. D, PANDE (Uttar Pradesh) :
Even in this House.

SHRI K, K, SHAH: No, I won't
say that, I have great respect for the
Members of this House, and I take it
that everybody, who speaks in this House,
studies the subject and speaks and also
does appreciate every gocd argument
made in this House, But they don't
realise that every new concern that
comes into existence borrows heavily.
Foity per cent of the lofal investment in
the company is borrowed capital.

SHRI R. K. BHUWALKA (West
Bengal) : More than forty per cent.

SHRI K. K, SHAH : There are some
unlucky people who have to borrow
more than forty per cent, and instal-
ments start begininng from the day pro-
duction starts, or one year after pro-
duction. Now all this depreciation and
other things are eaten up by these in-
stalments. Therefore, if everybody thinks
that this five-year period is utilised for the
purpose of capital formation, he is wrong,
There is another devzlopment, Sir, und
when I refer to this I do not meaa to
cast any aspersion on anytody. In fact
I have the highest regard for the Com-
merce Minister and I think one of the
most difficult tasks has been performed
by him during the last few years. He
deserves the encomiums not only of this
House but of the entire nation. But sce
the peculiar development which is taking
place. Today the pound is officially quot-
ed in the market at Rs. 31. What hap-
pens ? This pound is purchased at Rs.
31 and it is brought back under the
National Defence Remittance Scheme.
Under the National Defence Remittance
Scheme the person gets 60 per cent of
import entitlement and on this he gets
appreciation. So there is Rs, i3 plus
Rs. 8 which comes to Rs. 21 and then
another probably Rs. 9 or Rs. 10 or Rs.
12 and so he makes up more than Rs. 31.
But what happens? So far as the
foreigner is concerned the pound which
could give him a value of only Rs. 13
is utilised for Rs. 31. To that extent this
country’s resources are wasled. In other
words, the value of the pound has ap-
preciated and the value of the rupee has
depreciated. How long are you going
to face this state of affairs? There is
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no other alternative, I do unde stand,
so far as the Commerce Minister is con-
cerned, because when ihe country is
short of foreign exchange, when our fac-
tories are not working and when the
maximum utilisation of your investment
is not possible, when prices a e .ising,
the only alternative is to find raw mate-
rials and to find them by paying double
the price if necessary. But this state of
affairs cannot continue for a long Lime.
What happens ? It is true that in other
countries the export market is subsidised
to the extent of 40 per cent or 50 per
cent, but not beyond that. But heie
an article which is available in this coun-
try for only Rs, 15 is being sold at Rs, §
outside. Of course, I do not find faul
with that, because there is no alterna-
tive, But if you are obliged to sell it
for Rs. 5 it means that your rupee has
depreciated. At this stage I want to
point out to all those who have been
crying about depreciation that they ae
forgetting that the rupee is being de-
preciated. When the rupee is depreciat-
ed then your debt will rise even three
times. If the deprecialion is 50 per
cent then the debt will rise two times
and if the depreciation is 40 per cent
then proportionately the debt also will
go up. You will have to pay higher
interest charges and that can only be
paid by exporting the scarce commodi-
ties available in the country. They are
raising these slogans at this time as
short-term measures. But before we do
that, let us realise where we stand. If we
understand where we are today, in what
a critical position we are, then we will
agree with every word of the Finance
Minister, My hon. friend Shri Dahya-
bhai Patel was harping on them saving
that they were very nice and sound
words, that very fine and sound mat-
ters have been suggested and every
beautiful approach and very beautiful
words have been used but in the end
there was nothing. But I say that is
not so. if you remember that onc of
the most difficult tasks has been given
to him, I do not think anybody has
ever been called upon to face such a
task in this country as the present Fin-
ance Minister. We have reached a
stace when we have to ensure the
future, .
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SHRI CHANDRA SHEKHAR
(Uttar Pradesh) : How can you be sure
of it?

SHRI K. K. SHAH: You can be
sure about the future by what you do
today. What he is doing today is he is
ensuring the future. Therefore, you
will not find so much difficulty if you
take the entire situation into considera-
tion.

SHRI CHANDRA SHEKHAR :
Mr. K. K. Shah is pleading the case
even better than Mr, Patel himself.

SHRI K. K. SHAH : I do not cease
to be a socialist . . .

SHRI CHANDRA SHEKHAR:
No, no.
SHRI K. K. SHAH : . . . because I

do not use the same words.

SHRI CHANDRA SHEKHAR:
You are a confirmed socialist and that
is why I compliment you,

SHRI K. K. SHAH : There is the
other aspect that will completely satisfy
my friends who feel that money has
been found from revenue expenditure to
finance capital assets. Today we are
facing a situaton where repayment of
debts has started, where interest char-
ges have mounted up, Now they have
got to be met. If you do not meet them
then your debt will go on rising. And
if they have to be met the only way
you can meet them is by increasing pro-
duction. There is no other alternalive.
And for the purpose of increasing pro--
duction the only way open is (o have
raw materials and to export more and
more, more than what we have been
doing so far.

Here I want to point out to the hon.
Finance Minister that there are apglica-
tions pending for five vears. 1If they
had been accepted some five years be-
fo'e, a lot of foreign exchange would
have been saved. On the contrary if
vou scan the list—I do not want to
take the name of anvbody—you will
find applications which cost foreign ex-
change were taken up as against appli-
cations which would not have cost
foreign exchange. Of course there might
have been some better argumenfs, be-
cause everything has a second side. But
you will find that those applications
which call for foreign exchange have
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been accepted aganst applications
which did not call for foreign exchange.
This 15 a state ot affairs which must be
set Tight.

There are cases where by importing
crude things and having finished pro-
ducts 1n this country you can save 30
to 40 per cent, May I know why we
have been going on importng things
and giving preference to those things
which do not save any forcign ex-
change ?

The Finance Minister, therefore, has
emphasised maxynum 1eturn on large
government investments. 1 must also
draw the attention of the House to a
number of schemes which would have
saved foreign exchange. They should be
expedited. His clearcut policy statement
about maximum output in the shortest
possible ime on the invesiment already
made and the restriction of expenditure
whether revenue or capifal, Plan ex-
penditute or non-Plan expenditu e, whe-
ther by the Centre or hy the States, i
the only approach in the present cir-
cumstances, May 1 here point out that
you are financing the States to the extent
of Rs. 110 crores for revenue expendi-
ture and not for capital expenditure ?
I do not understand how out of the
money which is so very scarce and
which 1s hard earned by the people and
which the people find it difficult to pay,
you should pay Rs. 110 crores to the
States to meet their revenue expenditure
This certamly 1s not a state of affairs
which can be tolerated and 1 would
beg of the Finance Minister to tell the
States that they should cut down therr
revenue expenditure, C[he same must
apply to the Central Government, The
Central Government’s revenue expendi-
ture is also exorbitant, Big buildings
are coming up Theie 18 one coming
up in front of No. 8, Rajendra Prasad
Road. You can go and sec. Why such
a big building 1s being put up I do not
know. 1 do not think government em-
ployment is the solution for meeting
the problem of unemployment in this
country,

Sir, 1 have a supgestion to make and

I hope my socialist f{ijends would not
laugh at me. If you want socialism to
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succeed, without meaning any disres-
pect lo anybody I would say you must
have complete coopeiation of all con-
cetned, No soclalism can succeed
withont controls and controls cannot
succeed unle.s you enhst the coopera-
tion of the Administration to the fullest
extent possible. You have (o create the
psychology 1in which they will fall in
une with you I do not find fault with
anybody, The fault may lie with us.
But it must be admitted that we do
not have the necessaty coopetation.
Either we have not been able to inspire
them or our point of view has not been
understood,

DR, M. M. S. SIDDHU (Uttar Pra-
lesh) : Maybe the Goverment itself
has no faith in controls.

SHRI K K. SHAH : § may tell my
hon, friend Dr. Siddhu that I am only
arguing an academic point of view
which Jeads to another argument. If
his is not possible and if you have ac-
cepted mixed economy in this country,

then I1{t all controls. The
3PM gooner you do it the better
it will be because then
you can allow the new  entre-
oreneur to find his own  foreign
exchange for the raw matemals. You

x}lould reserve certain items of mate-
tials for export to meet the require-
ments of the public undertakings, to
meet the requirements of Defence and
to meet the requiremenis of Govern-
ment expenditure so far as the Em-
bassies and others are concerned. S,
there 1s another novel suggestion that I
would like to make. We have been
woiTied about the money in the black
market, There is a lot of money in the
black market. You find out the means
of taking 1t out. I have a ~uggestion to
make. Today a car 1s sold for a lakh
of rupees after use for a year, the car
which would cost Rs. 4,000 in Ame-
rica. A nch man pays eighty thousand
rupees or a lakh of rupees. If I had
forty crores of rupees and it I could
purchase one lakh cars thousands of
crores can be withdrawn. You buy the
car for four thousand rupees in America
and you bring it here. If a man wants
to purchase 1t for a lakh of rupees, you
should not ask for accounts «nd you do
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not ask for accounts. The entire sum
of ninety-six thousand rupees will come
from the black matket and the man will
be happy because his son 1is gett ng
married and he insists on a Chevrolet.
He cannot afford to displease his son
because the son knows that there is
money in the house.

SHRIMATI TARA RAMCHANDRA
SATHE (Mahaiashtra) : Will he not
sell the car to somebody else at higher
price ?

SHRI K. k SHAH:
it, You have got nine-six thousand
rupees. The hon. Member must know
that I am interested in Government get-
ting the money. I am not interested in
somebody else,

DR. M. M. S. SIDDHU : But the
process will go on. They will buy
more and more and Government will go
on importing more and more,

SHRI K. K. SHAH:
hon. friend understands it. Th's cannot
recur again and again. If he buys
from Government for a lakh of rupces
and if he is able to sell it for a lakh and
ten thousand rupees and if Government
gets ninety-six thousand rupees in  the
bargain . . .

DR. M. M. S. SIDDHU : But the
man will be able to make more lakhs
within a year, He will ask for more
cars and you will be importit g them,

SHRI K. K, SHAH : Bu. have you
been able to prevent him from accu-
mulating tnore lakhs? I «m facing
facts.

Let him sell

I think my

THE VICE-CHAIRMAN (SHRI M.
RUTHNASWAMY) : This  debate
within the debate might be shorteped.

SHRI K. K. SHAH : T am sorry. Sir.
The Finance Minister has wisely admit-
ted that the difficulties are mainly due
to inadequate industrial performance of
our economy, sluggishness of the capi-
tal market, pressure of balance of pav-
ments, rise in prices of essential com-
modities, etc. Every attempt has been
made in the Budget with a view 1o
reversing this adverse trend. The fact
that during the second half of the cur-
rent fiscal year production is expected
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to increase only by five per cent. is a
cause for grave anxiety and everything
should be done to :ee that it is more
than ten per cent. This can only be
done by releasing crédils and giving top
priority to raw materials for maximum
production. It is time that new indus-
iries are not allowed to come up till
the capacity that has been installed is
utilised to the maximum possible ex-
ent,

Sir. there are some heavy imposts, 1
do not say they are not. There are,
for example, imposts of Rs. 22 crores
on sugar and—NRs. 6 crores on diesel
oil. These are difficult things. [ do
admit, but by and large sugar is used
much, to a greater extent, by the
richer man. If you want to 1ax him
some way or the other then the poor
man, even though you may pot like
o tax him, does come in and there is
no method of saving him but as against
this look at the other taxes that are
seing collected by the State, There is
bis surcharge of ten per cent, I wish
't could be avoided for the purpose of
capital formation because a man does
not save much. [ have no doubt that
he must be saving in the black market
secause higher taxes will lead to black
market. but until we are able te find
out some method of taking from the
black market we must have this me‘hod
of taxation. Then there is the Corpo-
ration tax of Rs. 24 crores, It is true
that the common man will also bear the
urcharge but there is o method of sav-
ing him, I am talking of a common
man whose income is five hundred
rupees and less,

SHRI DEOKINANDAN NARA-
YAN (Maharashtra) : How munv are
there in India who are getting this
much ? I think seventy to cighty per
cent. of the people are not getting even
fifty rupees a month.

SHRI K. K. SHAH : Compared with
the burden of indirect taxes, the burden
of direct taxes on the rich man, we
must admit, is very high. Onc has,
therefore. to admit that this is a very
balanced budget excepting for the fact
that the sources of capifal formation
hould not have been dried up by
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changes in the basic rates of corporation
Tax., 1 am sure this aspect will receive
special attent.on at the hands of the
Finance Minister. If this is done, the
Budget of the Finance Minister is the
only Budget in the circumstances and
though difficult is worth being accepted
for the solution of our ills. OQur ioad
to prosperity is hard and the Finance
Minister has shown the way. Let us
stand by him and win our way to pros-
perity and peace. The Finance Minister’s
attempts, his determination to reverse
these adverse trends, are praiseworthy
and deserve our backing., Instead of
making it a Party question, let us make
it a national question and mostly by our
attempts revive the old buoyancy that
was visible in 1961 and 1962. Let not
Thina rejoiced by saying that she has
succeeded in upsetting our economy. A
wountry with lesser vitality would have
«uccumbed but it is fortunate that this
suntry has proved that in spite of un-
deserved knocks she possesses sufficient
vitality and agility to absorb this shock
and continue its march towards progress.
It 1s in this noble task that the Finance
Minister seeks our coopcration and his
arguments are enough to convince us to
extend our cooperation. Thank you,
Sir.

SHRI CHANDRA SHEKHAR:
May I ask one question of Mr. Shah?

THE VICE-CHAIRMAN (SHRI M.
RUTHNASWAMY) : Order, order. It
might provoke another speech from
him,

PROF. M. B. LAL (Uttar Pradesh) :
Sir, Mr. Shah said that the Socialists
might laugh at him, We assure him
that they do not laugh at him, They
simply weep when they come across
such advocates of Socialism. I leave
him to the mercy of the Members of
his own Party. They alone can deal
with him if they so choose.

Sir, in my speech on the President’s
Address I observed that the Address
had failed to project socialism as our
national objective. My hon. friends,
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Prof. Wadia and Prof. Ruthnaswamy,
welcomed the omission, Prof. Ruthna-
swamy felt that the Congress Pariy and
the Congress Government were moving
towards the stand of the Swatantra Party
and Prof. Wadia regarded it as the
dawn of realism. While I do agree
with Prof. Ruthnaswamy that the Con-
gress is slowly moving towaids the
policies advocated by the Swatantra
Party; it is not possible for me to
endorse Prof. Wadia's observations.
With due respect to him, I must submit
that in my opinion socialism is a his
torical necessity to ensure to the people
economic growth free {rom exploitation
and domination, that the profit motive
is not so ing.ained in human nature as
to compel the society to allow capita-
lists to exploit the economic resources
to their advantage at the cost of national
good and social justice to the great
majority of the working people.

Sir, I would like to submit that
human fellowship is rooted in social ins-
tincts which) are ingrained in human
nature, Human good consists in ‘their
cultivation and in building a socio-eco-
nomic order and social culture as may
sromole their cultivation and induce
people to seek their interests in social
good. Self-realisation in association
with others and through the promotion
of social good must be the ideal of
good life. Socialism thus does not mili-
tate against human nature. Democratic
socialist culture can not only provide
freedom and happiness to all but also
provide them with material facilities
and cultural environment for the growth
of real human personality.

Sir, with regret I must say that the
Government’s response {0 my observa-
tions in regard to the omissipn of socia-
lism in the President’s Address was very
disappointing, Shri = Asoka Mehta,
Minister for Planning, simply delivered
us a sermon on the merits of mixed
economy, He held that only mixed eco-
nomy could ensure to us multi-party
democracy, He seems to have confused
democratic socialism with totalitarian
communism, the way our great Indian,
Shri Rajagopalachari does., Shri Mehta
~eems also to have forgotten that demo-
cratic socialism stands in no way less
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than capitalism or mixed economy for
multi-party democracy, Sii, he laid
considerable stress on the need of our
involvement in the process of transfor-
mation but he manages to forget that
the problem of transformation was es-
sentially a structutal problem. Socia-
lists cannot be a party to a process of
transformation which is purely quanti-
tative in character and which leads to
the strengthening or the establishment
of the capitalist system in this country.
Transformation, in our opinion, must
be both quantitative and qualitative and
the qualitative transformation must be
of a socialist character, We will have
been much obliged if Shri Asoka Mehta
bad proved to us that the Government
was promoting a transformation of so-
cialist character. In my opinion, not
to speak of a structural transformation,
even a psychological transformation of
a socialist nature cannot be had through
the process of transformation pursued
by this Government. Shri Asoka
Mehta’s distinguished colleagues in the
Planning Commission—] mean Shri
Tarlok Singh and Prof. V. K. R, V.
Rao—are candid enough to admit it
publicly. Both strongly hold that suffi-
cient attention is not paid to the projec-
tion and implementation of social ob-
jectives and that the country has not
moved significantly in the direction of a
socialist society or in the achievement
of the social objectives laid down in the
Plan. Prof. V. K. R. V. Rao has fur-
ther observed :

“The socialist psychology and atti-
tude does not exist in any positive or
concrete form, Nor-is any action
being taken to inculcate such an atti-
tude., While simultaneously what may
be called a capitalist psychology and
capitalist altitude to development is

.not only growing in a significant mea-
sure but is also not being discouraged
to grow by governmental policies
and programmes.”

Sir, in response to a query with re-
gard to the pational objectives the
Prime Minister told us that she wished
to raise the standard of living of the
people to provide them educalion, to
promote equitable distribulion of essen-
tial commodities and to ensuie to all
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equality of opportunity. She further
told us that this might be called socia-
lism or might be given some other In-
dian name. Sir, before she spoke in
the Rajya Sabha, Shri G. D. Birla, had
delivered a speech in the Annual Gene-
ral Meeting of the Indian Merchants
Chamber. In that speech Shri Birla ob-
served :

“Our slogan is democratic socia-
lism. Now nobody knows what exact-

ly it means. The best interpretation
was given by Pandit Jawaharlal
Nehru with which I . .(Here ‘T

means Shri Birla) . . . entirely agree.
It is this that it means more consumer
goods to the people, more education,
petter health, more houses and more
of this and more of that. This is all
right. Then why not the slogan of
a4 Welfare State because then we will
all know where we stand 2”

If we compare these two statements we
will notice that our Prime Minister is
not so positive about the change in
name as Shri G. D. Birla is, All the
same the similarity of thought is very
obvious. The Prime Minister's) con-
cept of socialism , .,

THE VICE-CHAIRMAN (SHRI M,
RUTHNASWAMY) : When shall we
come to the Budget?

PROF. M. B. LAL : I am just com-
ing. I feel it is a question whether the
Budget should be of a socialist charac-
ter or of a capitalist character,

SHRI C. D. PANDE : Is a welfare
State compatible with socialism or not ?

PROF. M. B. LAL:
that also,

I shall come to

Now, the Prime Minister's concept
¥ socialism may be endorsed by Shri
Birla as correct and right but it is not
oing to be approved as correct by so-
cialist thinkers, nor is it going to be
endorsed as right and adequate by those
who stand for the establishment of a
socio-economic order of a socialist
character.

My friend, Mr. C, D, Pande, wishes
o know whether social welfare is con-
sistent with socialism, I will only say
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that social welfare is consistent with
socialism but socialism is something
more than social welfare. Sir, If 1
remember correctly, in 1951 the Indian
National Congress at its Nasik session
under the leadership of Pandit Nehru
tried to accept social welfare as its ob-
jective and defined social welfare in
terms of social security and social jus-
tice to workers also. But as this Con-
gress definition of ‘social welfare’ was
not acceptable to Indian capitalists in-
cluding Shri G. D. Birla, at the Banga-
Jore session of the All India Congress
Committee the words ‘social welfare’
weie dropped as a hot potaio and the ill-
defined conceptt of co-operative com-
monwealth remained as the objective of
the Congress. A careful study of the
Budget would lead us to conclude that
not only socialism and social security
but also social welfare is not receiving
due attention, There is considerable
shortfall in social welfare programmes.
Though certain amounts are provided
in the Budget not a word is said about
the desirabil ty of speeding up the pro-
grammes of social weliare, Coming to
the Budget, I may point out that in
his Budget Speech the Finance Minis-
ter observes :

“The Budget of the Government of
India is a major instrument for im-
plementing our plans and policies
It has to be framed, therefore, in re--
ponse to current economic trends ac
well as the long-term requirements of
the economy.”

In framing his Budget, the Finance
Minister claims to have been guided by
two considerations. He says:

“First and foremost, the Budge
has to be production or.ented, creat-
ing a better psychological climate for
a greater regard to savings and effi
ciency all round. Secondly, while
investments in proecress have to be
completed as speedily as possible in
the interest of better performance of
the economy and while the claims o*
national security have to be met
every effort has to te made to restrain

Government  expenditure, particularl
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| on general admimstration and on
new schemes of development with a
long geslation period.”

This production-oriented Budget, I
beg to submit, fails to take note of the
need for an equitable distribution of the
national income, for the liquidation of
the stranglehold of monopoly capitalism,
for the structural transformation of a
socialist chaiacter, for the reo:ganisa-
tion of the public sector on socialist
lines, for the cultivation of a sociaiist
psychology and attitude in this country.
The Finance M nister ignores all these
problems, He simply lays stress on the
paramount importance to improve the
performance of the economy by iaising
productivity both in agriculiure and in-
dustry.

In the Economic Survey, it is point-
ed out:

“The Budget for 1965-66 included
a number of provisions designed to
stimulate  production, invesiment
and savings. The excise dulies were
lowered on certain products whose
output could be expanded in response
to higher demand. The lists of prio-
rily industries entitled to concession-
al treatment for diiect tax purposes
were enlarged and rafionalised.
Schemes for the grant of tax credit
certificates on increase in corpo ate
income and on additional production
in certain industries subject to excise
duties were announced in order to
secure larger output, not only through
the establishment of additional capa-
city but, more important, from the
cfficient use of existing capacity.”

I think it would have been better if
the Finance Minister had also mentioned
that the Budget for 1964-65 also offered
a bouquet of fiscal concessions to Indian
industrialists, with a view to stimulating
production and savings. The Econo-
mic Survey also notes :hat profitabi ity
of industry has been maintained that a
great many compan.es had, as a matter
of fact, higher net profit after tax than
last year and that the rise in prices of
manufactured goods was at least partly
due to an attempt to provide incentives
to additional production. All the same,
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while industrial production increased by
8.5 per cent in 1963-64, it increased by
7 per cent in 1964-65 and the rate of
increase is likely to be lower in 1965-66.
The fiscal concessions which were ex-
tended to Indian industrialists, failed to
make them more active and falled to
stimulate production,

The capital market, it is pointed out
by the Finance Minister, remaned slug-
gish, suffered from considerable malaise.
Equity prices continued to decline. The
causes thereof need to be thoroughly
enquired ‘nto. No cogent explanation is
given in the Economic Survey. While
capitalists feel that the capital marke
would never gain buoyancy, unless fur-
ther fiscal concessions are granted to the
corporate sector, social'sts tend to hold
the cussedness and the stranglehold of
monopoly capital sm to be mainly res-
ponsible for the sluggishness of the capi-
tal market. Shri G, D. Birla in his
speech, po'nts out that at best the Indian
industralist is a good businessman—a
commercial man—but he is not an in-
dustrialist. ¥ may say that he shouid
have added that a great many of them
are no better than stock broke s. wh~
trade in the shares of their own concerns
and are ever prepared to manipulate the
stock exchange markets of these shares
with a view to earning large profits a’
the cost of small shareholders. The
Finance Minister, without assigning any
reason for the sluggishness of the capital
market, extends to Indian indus-
trialists some other fiscal concessions—
which were upheld to» he jut and »-o
per by the great socialist of the Cong-
ress Party, I mean Mr. Shah,

The Finance
observes :—

Minis er further

“The rev.val of the capital market
and a greater flow of private savings
to industry in the form of equity in-
vestment are desirable in the larger
socinl ‘nterest, A d-mnc-atic cacinty
desiring rapid development both in the
public and in the private sector but
averse to concentration of wealth and
economic power has all the more
reason to make investments in the
private sector as widesn ead as poss'-
ble. Growth of nrivie industry in
such circumstances must depead more
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and more on the equity participat.on
of a growing number of peopie drawn
from different strata of society. More
widespread equity participation would
also fac litate stricter control on
management in the private sector.”

The stranglehold of monopoly cani-
talism does not permit equity participa-
tion of a growing number of peuvple
drawn from different strata of society
and no attempt is being made to break
this stranglehold,

The managing agency system, which
is an instrument for the concentration of
economic power and the exploitation of
the small shareholder, is allowed to con-
tinue. For want of a firm decision in
the matter, managing agenciecs are al-
lowed extension from year to year. In
thc meant'me, managing agents are
strengthening their position in the direc-
torates of their concerns and making
such alternative arrangements which are
more exploitat.ve than the managing
agency system itself. The House knows
that under the managing agency system,
managing agents are allowed a share in
profits at certain slab rates, which ars in
no case to exceed 10 per cent. But
attempt is being made to do away with
the slab system and ensure a ten per
cent profit, irrespective of the amount
of profit,

I will give you an example. The
general meeting of the Rampur Distil-
lery and Chemical Company Limited was
required to resolve that:

“Subject to the approval of the
Central Government, the managing
d rectors, shall be pa'd a total remu-
neration of 10% of the net profits of
the company each year to be shared
amongst themselves in such pronor-
tion as decided by the directors of
the company from t'me to time, . . .”

“Provided that the remuneration of
any one of the said officers shall not
exceed 5 per cent of the net nrofit,
and provided further that each of
them shall be ent'tled to such mini-
mum annual remuneration no* ex-
ceeding Rs. 50,000 which mavy be
decided by the Board and paid in
equal monthly instalments.”
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It may further be added that besides
such share in profits and annual remune-
ration these Managing Directors and
Managers are allowed to enjoy perquisi-
tes amounting to thousands of rupees a
month in various forms, Small share-
holders are not in a pos.tion to stop this
exploitation of big capitalists who have
monopolised all key positions in indus-
trial concerns. It is true that a great
many shareholders are apathetic, :ake
no interest in the proceedings of the
company. But I beg to submit that
when a sharcholder tends to take interest
in the affairs of a company and his in-
terest tends in any way to mlitate
against the manipulations of the capi-
talists, he is not properly treated. He is
shabbily treated cither by the Manager
or by his minions.

I would give one example of Rampur
in th's connection also. When a small
shareholder, who is a Congressman and
wears a Gandhi cap and who 15 much
interested in the development of private
industrial enterprises with due protection
of the interests of small shareholders
approached an employee of the Raza
Textiles Limited, Rampur, to lodge
some shares for transfer into his own
name, another emnlovee of the company
for no reason whatever hurled on him
clumsy and abusive remarks saying:

“ag afaar st W1 I T A Dy
2 A 7g e’ v FF ¥ av 0K )

Sir, have we no reason to weep on
these remarks ?

This story, when it was told to
me, reminded me of the days
when the minions of rhe Britich impe
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some impunity. I do not know if the
QGovernment composed of Ministers who
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by the minions of Indian capitalists. T,
may po'nt out that when the shareholder
concerned approached the manager wi'h
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manager did not offer an apology; he
simply offered an apologia on behalf of
the clerk and wished him to be excused.

1966-67 3390

1 have no doubt in my mind that the
malaise of the capital market will not be
removed unless the small shareholders
are required to be treated with due
couriesy, their interests are duly pro-
tected from exploitative machinations of
big shareholders, stranglehold of mono-
poly capitalism is removed, and indus-
trialists are made to behave as honest
industralists and to be satisfied with
reasonable profits and remunerations.
So long as they continue to be afflicted
w'th the desire of high profiteering and
moenopolistic control over industries and
so long as mepotism continues to prevail
in the appointment of high executives ‘n
industries, private sector industries could
not make much headway and the
malaise would continue to persist.

Sir, much is made of the quantitative
growth of the public sector and of the
economic growth in the last fifteen years
of the plan period. But as is po.nted
out by Prof, V. K. R, V. Rao, a mem-
ber of the Planning Commission, eco-
nomic growth has been much Icss than
contemplated. Almost all sectors of
economy suffer from shortfalls, muscal-
culations and mismanagement., | teel
that in this respect the Third Plan has
beaten hollow the first two Plans, The
average annual production of foodgrains
during the Third Plan period is not
likely to exceed the production n the
last year of the Second Plan period, and
the last years' production of the Third
Plan will be about 12 million tonaes
less than that of the last yezar of the
Second Plan period. In its mid-term
appraisal of the Third Plan, the Plan-
ning Comm:ssion reported shortfalls in
certain crucial sectors of large-scale
industries, In the last two years the
shortfall has not appreciably lessened.
Prices which were promised to be stabi-

!lised rema’ned relatively stable duaring

the first two years of the Third Plan
alone. The wholesale prices increascd
by 9 per cent in 1963-64 and by 8.7
per cent in 1964-65. During the first
nine months of 1965-66 the increase in
prices was a Lttle lower than in the first
nine months of the previous year. But
as there was some decrease in the last
three months of 1964-65 and there was
no corresponding decrease in the last
three months of 1965-66, the net in-
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crease in wholesale prices is higher in
1965-66 than in 1964-65. 1t 1s admutted
in the Economic Survey that as a result
of control on movements there is a wide
disparity in prices of foodgrains as bet-
ween surplus and deficit areas, Sir,
upemployment is steadily mounting at
the rate of about one million per year.
It has increased, according to Govern-
ment calculations, from 8 million to 12
million during the Third Plan period.
Unemployment among the educated has
also increased by at least 50 per cent
during the Third Plan period. Deficit
financing which was promised to be con-
trolled continues to exercise inflationary
pressure on prices. The increase in per
capita income during the Third Plan
period is only marginal in character, and
"due to growing unemployment and
under-employment and due to constant
increase [n prices the common man's
sufferings have considerably increased.
Big industralists and big farmers are the
chief beneficiaries of high prices. Pro-
fiteering, instead of being controlled, is
encouraged on the plea of the necessity
of increased production or, according to
Mr. Asoka Mehta, the compulsions of
backward economy. The balance of
payment situation has further deteriorat-
ed. During the first three years ot the
Third Plan exports increased at a rate
which was higher than the rate of in-
crease in production and it seemed that
our exports had passed the stage of
stagnancy, had begun to increase at a
rate higher than the rate of increase of
the world trade. But in 1964 exports
increased only by Rs. 15 crores and in
1965 exports declined by more than Rs.
2 crores. So our exports are again faced
with stagnancy, even recession in some
important markets and sectors. Imports,
on the other hand, have continued to
increase and are likely to be higher in
future because it has begun to be held
by the authorities, as reported by the
Finance M nister in his speech, that :

“It would be self-defeating to in-
tensify or even to maintain the present
severity of our import restrictions”.

He further says that :

“It is only on the basis of u more
liberal import policy that we can hope
to give fresh momentum to indus-
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trial production and greater regard
for efficiency all round in the imme-
diate future.”

Sir, due to a wide gap between imn-
ports and exports, our foreign exchange
reserves have considerably depleted.
They are dangerously low and are large-
ly sustained by heavy borrowing from
he International Monetary Fund.

We have reason to be proud of the
achievement of our Armed Forces
against Pakistan but let us remember
that in the economic sphere Pakistan
has marched ahead of us.

THE DEPUTY MINISTER IN THE
MINISTRY OF FINANCE (SHRI
L. N. MISHRA) : Question,

PROF. M. B. LAL : According to
the UN Economic Survey of Asia, while
India iecords economic growth at the
rate of 3.3 per cent annually, Pakistan
records economic growth at the rate of
4.4 per cent. While some years ago
100 Indian rupees fetched 130 Pakis-
tani rupees In the international market,
‘oday 116 Indian rupees are equal to
100 Pakistani rupees in the world
market. So our currency is consider-
ably depreciated in the world inarket,
whether we allow our rupee to be de-
valued officially or not.

Sir, much is talked about the growth
of the public sector. But as is pointed
out by Prof, Robson, it is not function-
ing as an instrument of demucratic so-
cialism. In fact, it is not functioning
even as a countervailing force. It is, by
and large, used as an aid to private
enterprise and has been helpful in pro-
moting the concentration of economic
power n the private sector. It is sur-
charged with the spirit of bureaucratism
and an attempt is made to infuse it with
capitalist  psychology and capital'st
standards instead of inducing the capi-
talists to be imbued with motives of
soc’al service, the public sector is being
‘ncreasingly propelled by  capitalist
motive and is trying to compete with
the private sector in profiteering. Prof.
Robson has rightly pointed out that the
way the public sector is being managed
in Ind'a, it cannot be an instrument of
democratic  socialism. Prof V. K, R. V.
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Rao, a member of the Planning Comms-
sion, also observes :

“The public sector enterprise can-
not claim that their workers have a
greater attitude of .dentification with
their work than is the case with the
private sector enterprises nor can they
claim that they have succeeded in re-
leasing the initiative and energies of
their workers and made use of their
talents in effecting improvements in
the working of these enterprises or
bringing about any significant increase
in the efficiency of their operation”,

He maintains that :

“The public sector enterprise is just
an employer as is the case in the pri-
vate sector. The worker feels neither
a special obligat on nor a special sense
of pride nor a unique feeling of iden-
tification with his work, as should
be expected in a social st society, of
which public sector enterprises are
presumably the most important ins-
truments. At the same time, the
public sector enterprises are subject to
all the bureaucratic delays and diffi-
cult es inherent in a huge governmen-
tal machinery with the result that the
private sector enterprises are able,
from ‘time to time and not entrely
without reason, to claim that their
.managerial and enterpreneurial effi-
cency is greater, If we want to plan
for a socialist society and want to use
the extenson of the public sector as
an instrument for this purpose, then
it is not enough merely to have a
large public sector. It seems more
important to determine ways and
means of, on the one hand, improv-
ing the managerial and enterpreneu-
rial efficiency of the publ'c sector en-
terprices and, on the other, establish-
ing in these enterprises a psychological
climate that w'll give the workers
encaged therein a sense of partcipa-
tion and identification which gives
them the feeling of social'st owner-
shio®,

T feel that it would have been better
if Prof, Rao had also added that these
public sector enterprise« should be orga-
nised as semi-autonomous corporations
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and should be imbued with socialist
psychology and social service motiva
t.on.

In the end, I would like to say a few
words with regard to some fiscal propo-
sals, The Finance Minister proposes to
increase the excise duty on a few com-
modities, not merely for raising re-
venues but also for restraining consump-
tion where this can be done without too
much hardship and increasing export-
able surpluses. Sir, it is not possible for
me to deal with all the cases where ex-
cise duties are proposed to be increased.
But I will take the case only of sugar.
The Finance Minister proposes to raise
the excise duty on crystal sugar from
Rs. 28.65 to Rs. 37 per quintal. Cor-
respondingly, the duty on khandsari is
also proposed to be raised. Taken to-
gether, these new taxes are estimated to
bring an additional revenue of Rs. 21.93
crores. The Finance M'nister feels that
assuming the duty is passed on fully to
the consumer, the incidence will be only
8 or 9 paise per kilogram of crystal
sugar and hopes that, as supply is ex-
nected to be adequate to meet the de-
mand there is some prospect that the
whole of the duty may not be passed
on to the consumer.

I beg to submit that the Finance
Minister’s thinking suffers from confu-
sion, If this excise duty on sugar is in-
creased with a view to restraining con-
sumption, I do not see how this duty
would serve that purpose, unless it is
effective in restricting consumption, un-
less 1t is effective in Causing further
restrictions on the use of sugar by
the consumers. Sir, I beg to
submit that sugar is already overtaxed.
The excise duty on sugar is almost equal
to the price of sugar-cane used in pro-
ducing sugar. While the production of
sugar is increasing, prices are increasing
higher and higher and its ava'lability is
becoming more and more difficult. In
fact, the sugar policy of the Govern-
ment is causing cons‘derable socio-
economic tensions, it has caused many a
movement and agitat'on in the country
and it has led many of us to be the
quests of the Government in jails. I
feel it needs to be considerably ration-
alised and the excise duty on sugar,
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instead of being increased, needs to be
lowered. In fact, the export policy in
regard to sugar also needs to be revised
1 the light of the international market,
It is pointed out in a brochure that
export of sugar two or three years ago
was a profitable proposition when the
prices of sugar in the international
market were quoted well above £ 100
per ton. At the present time the price
of sugar in the international market has
fallen to about £ 20 per ton which has
made the export of sugar a very unre-
munerative proposition. It is stated :n
that brochure that during the last year,
India’s exports of sugar have been
heavily subsidised, with the result that
the subsidisation charges have caused
the Exchequer well over Rs. 50 crores
while the actual export earnings were
below Rs. 13 crores. The brochure
from which I am quoting is not a report
produced by the Government but is a
booklet prepared by an economist, 1
hope the observations are correct, Any-
how. these observat'ons need to be look-
ed into by the Government.

Sr1, 1 am definitely opposed to the
abolition of the Expenditure Tax and
the proposed modification mn the Guft
Tax. What are we doing with the Ex
pend ture Tax? A Mmister as>umes
the charge of the Finince Department
and imposes the Expenditure Tax. He
leaves the office and the Expenditure
Tax is abolished. He again assumed
the charge and the Expenditure Tax is
imposed. Tt seems as if the fiscal policy
of the Government is no* decided upon
by the Cabinet but it is dependent upon
the whim of a particular person. So
again it is proposed to be abolished
when that person, and along with him
his whim, i3 removed from the Minis-
try of Finance. The Expenditure Tax
I beg to submit, Sir, is proposed to be
abolished for “administrative reasons”
though it is recognised that “on purelv
economic grounds, it would be a very
sound principle to replace the income
tax increasingly by a tax on expenditure
30 that the maximum incentive is pro
vided for savings”. S'r, I feel convinc-
ed that some sort of ceiling on expendi-
ture is very necessary. If the Expendi.
ture Tax has failed to be a sound ad-
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ministrative proposition, some other
direct restraint should be imposed. The
rich cannot be allowed to squander eco-
nomic resources of the country on
wastefull expenditure and set a bad
example for others.

Sir, in a speech recently del.vered by
Mr. G, D. Birla he, instead of standing
for austerity, talks of the affluent so-
ciety, and feels that we have reached
a stage when we can increase expendi-
tute and thereby permit increased pro-
duction. ] have my own doubts. ¥
feel that only a handful of the rich are
in a position to spend money on com-
forts and luxuries, A great majority of
Indians are not in a position even to
satisfy their essential needs, and 1 have
no doubt :n my mind that the rich can-
not be allowed to squander money on
luxuries so long as the needs of the poor
remain unsatisfied.

Sir, in my opinion, the sales tax also
needs to be considerably rationalised. The
sales tax on fooderains 1s meaningless
when the country is faced with scarcity
and the Government is forced to spend
hundreds of crores of rupees to procure
foodgrains for the people. Surprisingly
enough, the Finance Minister, :nstead of
advising the State Governments to
rationalise the sales tax, to abolish it at
least from foodgrains, provoses increase
in inter-State sales tax. Perhaps inter-
state sales tax is imposed even on food-
grains, 1 feel that inter-Sta‘e sales tax
on foodgrains should be withdrawn
forthwith. The increase 'n inter-State
sales tax is likely to increase disparity
in prices of foodgrains as between sur-
plus and deficit States.

The Finance Minister proposes the
exemption limit from income-tax to be
raised by Rs. 500. This is an 'nsigni-
ficant relief to the lower middle section
of the people. The limit should be
raiced from Rs. 3,000 to Rs, 5,000
though at a certain higher level, only
Rs. 3,000 may be exempted from the
nayment of income-tax. I feel that the
nrices have -isen hv 40 ner cent. and.
therefore, if the exemption Imit s
raisedfrom Rs. 3099 to Rs. 5.000, the
lower middle class neople will be in the
same vosition as thev were in 1952-53
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My friend, Mr. C. D. Pande, seemed
to feel that if we are promoting a wel
fare State, or the soclal welfare of the
people, we are doing our duty with
regard to socialism also. 1 do no
agree with him. All the same I wish
to point out to him that almost all our
secial welfare schemes are suffering
from lack of imagmation and proper
social outlook, inadequacy of funds and
shorifalls in achievements. No worth
while attempt is being made to see that
the poor and the needy receive adequate
assistance and benefit from the general
development schemes meant for all. It
is recognised in different Government
reports that their assistance has not per-
colated to the lowest strata of the so-
ciety.

In the sphere of education alone tar-
gets are exceeded in certain matters. But
education continues to suffer from many
shortfalls and maladies. We have mise-
rably failed to provide social education
in democratic citizenship to the people
as well as to provide eight years' uni-
versal education to all our children in
ages 6-14. This constitutional directive
is not likely to be fulfilied even by the
end of the 5th Plan or the 6th Plan.
There are more illiterates in India today
than there were in 1950-51. Secondary
education continues to be the weakest
link in our educational system. It
neither befits students to  prosecute
higher education properly nor does it
enable students to earn their livelihood
after the completion of Higher Second-
ary education course. Nor does it be-
fit them to play the role of re-
sponsible democratic leader.
ship in any social or
political sphere in their respective loca-
lities. Thus the secondary education
fails to fulfil any of the objectives which
were recommended by the Mudaliar
Secondary Education Commission set
up by the Government in 1952, There
is considerable waste. Fifty per cent. of
those who study in the higher secondary
schools get plucked and only half of
those who pass take to higher education
and then again there is a wastage due
to failures in the same proport.on and
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only a fraction of the persons who
started the stud es is able to acquire due
educational efficiency. The standards
of university education and even of
technical educat’on are reported to have
suffered  considerable  deterioration.
Equality of opportunity is denied to a
great majority of the children of India
the low stundards of education available
to the public at large while simultane-
ously high quality facilit es are available
to those who are in a posit.on to make
substantial payment for taking advantage
of this facility. No attempt is made to
organise education on democratic lines
and to cultvate the sense of democratic
discipline among students. Radhakrish-
nan Commission report recommended
that the University educational system
should be organised on democratic prin-
ciples. The report even spelled out in
the educational system the fundamental
democratic principles laid down in the
Preamble of our Constitution. The
Mudaliar Secondary Education Com-
mission said that education in citizen-~
ship is the primary consideration of
education, and all others are of second-
ary considerations. Anyhow no at-
tempt is made to organise any of these
two things. The educational institutions
are being increasingly organised on
bureaucratic lines. Attempts are also
being made to impose discipline through
despotic methods. These attempts have
not yet been very successful in their
limited objective of discipline. They
are sure to undermine the very founda-
tions of democracy which can obviously
be built on social awareness, self-discip-
line of democratic character and ade-
quate education to ali through common
schools.

Indian democracy is not only suffer-
ing from lack of democra‘ic self-discip-
line among the youths of the country.
It is also suffering from the power in-
toxication of the ruling party, from in-
ternicine intra-party conflicts in many
nolitical parties, specially the rulng
party, from opportunism of the ruling
party and frustration among the oppo-
sition parties. The way the State legis-
latures are functioning it seems as if all
concerned—Members, Speakers, Minis-
ters and Governors—have lost faith in
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due parliamentary decorum and process.
Maladies of casteism, communalism,
linguism. regionalism, and the lack of
civic spirit and consciousness have viti-
ated the entire public life. Secularism
has failed to have any worthwhile im-
pact on our social consciousness and
public life. Consciousness of national
unity is able to assert itself in periods
of grave crisis, But sectionalism is able
to overpower Us in normal circumstan-
ces. Ant.-democratic and anti-national
parties are assiduously trying to exploit
people’s distress for undermining their
national consciousness and faith in
democracy.

Along w:th these internal difficulties,
Indian democracy is also faced with
Chinese threat to our freedom and in-
tegrity. Communist China has suffered
a great setback. The failure of her
strategy in Indonesia, Ghana and Al-
geria has cons'derably undermined her
prestige in Asia and Africa, so much so
that she was compelled to strive for the
postponement of the Afro-Asia confer-
ence at Algiers and has begun to be
derided by some Americans as paper
tiger. All the same India cannot afford
to suffer from complacency. What she
failed to do in Indonesia on account of
distance she may try in India. Any
political upheaval in India engineered by
pro-Peking Communists or other disrup-
tive forces may be taken advantage of
by Communist China, may serve her as
a pretext for armed intervention in the
name of the revolutionary liberation of
Indian masses from atrocities and high-
handedness and cap'talist exploitation.
To meect this situation we will have to
work hard on various fronts—such as
food front, social welfare and social
security front, democratic front, ideolo-
gical front, and diplomatic front—and
also to be ever ready for armed conflict
which may be forced on us any moment
by Communist China in co-operation
with, or without the co-operation of,
Pakistan, It is our duty to march ahead
towards economic development on so-
cialist lines, but at the same time it is
our duty to take care of these fronts.
We cannot ignore any of them. We will
ignore any of them at our own peril.
We know what a dfficult situation has
been created in this country because of
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our failure on the food front and I am
sure that if we continue to neglect to
promoting—social welfure and soc.al
security of the great masses of the peo-
ple, it would not be possible for the
people to feel that democracy ensures
ro them both freedom and happiness and
it will not be possible for us in times

of crisis to moblise adequately their
support against the mach.nations of
Communist China. We have to im-

prove our ways as democrats also. All
those interested in upholding democracy
and democratic process have a duty to
see that all their activities are imbued
with the democratic spirit and are in a
form allowed to a democrat under a
democratic system. We will have to
face Communists on the ideolog'cal front
also. It is our duty, if we wish to
face the situation properly, to point out
to our people the salient differences bet-
ween democracy and Communism.
It is our duty to pont out to them
that while under democracy both hap-
piness and freedom could be had, under
communism they may have some better
material life, but cannot enjoy the free-
dom that is enjoyable in a democracy.

THE VICE-CHAIRMAN (SHRI M.,
RUTHNASWAMY) : When are you
coming to the end ? You have taken one
hour and five minutes by now,

PROF. M. B. LAL: Just in
miautes, Sir.

two-

We have also to reorientate our diplo-
macy, Both in 1962 and in 1965 our
diplomacy was found wanting in project-
ing our vital national interests, and many
responsible men of the world continue
to feel that we were the aggressor,
though aggression was committed on us
by China in 1962 and by Pakistan in
1965. 1 beg to submit, Sir, that it is our
duty to see that our diplomacy is prima-
rily interested in projecting our own vital
national interests before the world, and
that our diplomacy is used to secure to
India the moral and diplomatic support
of the rest of the world.

I need not dilate much on the ques-
tion of armed preparedness. There 18
no doubt that up to 1962 we absolutely
ignored the problem of the defence of
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the land. We felt that non-ahgnment by
itself would ensure to us peace in the
world. Now we have realised that non-
alignment may have many virtues but
it 15 not the panacea for our safety. We

will have to prepare ourselves for our

security, and whatever cost we may have
to pay, we will have to be prepared to

protect our freedom, our liberty and our

Motherland from aggression from all
directions.

Sir, this is all that I wish to say. 1
am very thankful to you for the time
that you were good enough to give me.

Y &3 T (AL GAW) : WA
Freafa Y, ST A & g faw
el off 7 FL F 39 1 AT G Ay
T AT F 1 afT qEA FT HT qUEI
A FT AR & i FEA U
HAFT ATTFHT AqaT TRA & ALY
AT g, FfawEE @R oANE F
ATATECON 1 GHTT FAT GIIT | & Y
FHET AT T ST 9 g Arfed
5 qrerTer SHfaq d9ar STy SOy
I FT TANT THUEA WL FL AT
afgFTdy & "W WT F G MG
g @19 um FT AafgFTd w1 399 atE
FT T AYH F7Q TWA TZ ATFAT TFAT
=1fed % ag 3w F OF ywiams 9K g
WRIER ¥ HEgE L@ & S -
dq & 9™ 7 94T a1 g1 gafy
A FT HEQPW. AT TG 3F 5T
fardm 2 g uF o7 smawe afa-
FR gg A FT 9T ¢ fF =@ |7
AT T AHT SHEF A | AI97F
MaAT fFaT g, gt F0T weE A7
faxt warem #t ¥ gg fa=meara @A
g & wxad A s w€n, sefad
a8 I S T FHAT ST § s e
3 F F¥ I 1 T A A I AT
q gr s | ag fafaars & & o 9y
& faqaer sifaer gl sy 9 A
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I JHAAN FAAT AT AT TH
UM F 39 g% F1 e § AR
TIIAT T VET 2 | AL wEA F 9
FeretET AT F1 afregnr s Tfad o

famr et off swdwrey 19 & W
g & & of dfsq &1 39 A9 IR
TG qEEAT T AAEATE  fqemer &%
W § FIRIAT A MET F = AT
™ faom Afew &1 AT FX TEWR
A 0 IrAfawEE & arEr
T AfEd

AT IR oY, 39 99e #
uF et a g 5 b & d ge
Fr HwT qeT S T ) arfoEy Sy Ay
e F HWT HT AT 15,000 To F T
FT 25,000 o FT fzar AT 21 TW
FFI & FLALOT T TAE BR-BI
AR AT g1 A SR AEY
afaFr 1 s@eaTHT FE-ady AT
Al A FX AGA  FE B AL AR
T 3 1 907 faer sgar | 99t 59
FLTUTCON { FIUTCT ATAGET vy q9
FI FB ¥TE Faelt agt maw, e,
e qa T F93 F IFAR_A qF
4§ gfz 7% &8 o ¥ goviie #1 9T
qg S| FA Jeqad AeF a1 afg
q gg AUl HEAY &7 ST g9 S
SAAT & FHEAE 7B AT qg AT |

IR P CEUE T IS CHE R (2
T @ @ &1 1963-64 G F
@ix Hew 9 wfawa Tgr, 1964-65
8.7 SfAua q@r AR =1l Ay # oy
10 918 # 12. 3 wfawa #¥ gfg g€ &
T8 99 I 1594L, 1966 F1 777 =T
T 5. 6 Sfqwd AT 91 | @t qm F
g ST A STl FeE ¥
Fg ®D W ATA A L AR E91 FaTe-
AT AET FE AT AFAT | TH GEAG 9
qAfaaw Fr zfEs 2
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arE faa A7l o § as oA
F et ai, w9, wdwess 7 1 fawey
T HR ATET 4g@ Fa3] F qFAL
dafg A2 amF e AT &
7.23 FUT ¥4 JOT FI3 F qF §
gfg g7 & 7.3 FUT T F Afafaq
TAEq AT & FT FAE & | WA
T Ffaw gm & wer § € A afg
Fr S & faga 50 9r@ = A A
Uil

aEAE IwENid S, WS |
R EEM F F AR A T
[ T 1 gafT sawr syt &=4r
arT Jraiaa grarr g 1 fee o ag
gATQ Awd | Ay e oo g
A F2A0F qHT AT STAT FUT § 9
FH WHIT 1 AL 39 FT AR g
3 FW3 4 | AQ gAEF § f5 Wa oz
faafex g w1 qMA0G Fa7 FIWAT Y
AARFAT 1 B1F FT QI F7% F fzaw
srar arfga |

AT 3T T GE 7a fawrm 7 ggh
TN UET &\ 73 e e |
= gq afdkafaal & wsdT g &%
gl & 92 ¥ slasfas =a F@r 0%
w@r &

gaft qmez gudlal & O¥ETq
qifeeTT & 78 JqeaT F FrEr A frag
afrs  ARET 'F FTET, R
3@ g f ot Wt 3941 gEarfear #
1 FAT g gg ® AR R A
qrodt & gTT 4 g 9§ 9O qgr
L TR FAEAr 7E w5 fFme F
AqIE FEAIT | GIEA7 451 FT 997
g, o fasit fgeq & fadig wewd
H  SgAAT TgAm &, GIFEE g
kg faQdY FAaEr A oA w@ar
2y oF N gt fava 7 sqroyfas seat
F ST F0 T A@ ORI}
Jgi i AaA FAW 7 @ E A
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39 Fiqur FY F fr ag AT ggen
#aw A7 1968 A fazwe Fvaw |
qifFFaTT a1 4z FIF qr@ T g
e miT & {77 savEeq gaw § 9fF
qif eI 9T AT T G F T
qAT 81 AR & gErETO ¥ Tifeama
& aF0 a0 { umAG3v, favay wam
HZAT T AT TFAET S §, IO W
zd arq &1 a1919 grar g 5 mfaram
F1 27037 4r7d o %A mifager sagm
FIA FT AR F 1 IR IUA WEA F
STFEE IFFT § T9F) srAmfa & war
4137 AT GQAT § -

“The transcript of Mr. Ghulam
Ahmed’s speech makes it plain that
his understanding of the Tashkent
agreement was not the same. For
instance, describing the origin of the
Kashmir issue, he said “to the world’s
amazement and in defiance of the
wishes of the people of Jammu and

Kashmir the ruler of that State ac-
ceded secreily to India. The natural

affinities of the State lay unmistakab-

ly with the territories and people of
Pakistan. The residents of Kashmir
were outraged. Thus began an open
revolt in Kashmir against the autho-
rity of the ruler.”

He went on:

“India renegaded on its pledge to
abide by a plebiscite. This is the
crux of the Kashmir dispute.” * * *

s} edw o ;- WA SeRway
&, S|t arfewarT & g =@aw g, 98t
A TT FAT A4 qaTT T ZI;T
F4Ta, T frafy 7 gran &1 w g A
sfas wifn & 1€ § g @aar sfEe
31 ogEFT Ry swEN fE s
HEADWF & | TT BIEL & FrETE T,
g} 9919 HAT 7 A-0AZA9E 1 AAf7
FY I7. LNZTAT T AT 1 il &g
ggdfead Y Afq &1 famaq Fw@r g
QTR HAY S AT 45 F1W A94971 =R

-

md  HERTTH 0
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[ regT o)

g & GUE T &1 gAi anm
THTHT & 4T F) Fife-Hife Sar 3 fraw
T & fahm &1 qW AT FIE-ET
gfasmag &, 30 X GAERI &6 FT
famfor &4@ & fad ) foeg 3w 7 @ram
#T FHEEAT AT TEATT €T TN FT
T$ g grErTE F7 fRar § srenfa
T FW & o gafa maR gaeer
R, favg @mar= & f@a wwoEA gt
qre & g 7 stasar it |
F e WY 9 qIWAT ¥ 9% JET L
grar & vwred 7 3fg 79 7 fag
gR STEtE  FUIST EY HGAWT gR
Agr =% wraforar &4 9 qFiafs w@ar
grm, I 9 AEEEan 79 919
qg WA | A9 3EF fq0 qaws g fF
qM | ®IZ IFRI  FAA T FIRGMT
wrfag fear s wEs F, 18-20
grd qraT &~ 32T G FT AT g
nqeg g2 wTEA 7 Tqa MO 90 gy
2 F1 AreanEe |y fa@r 1 st § wiee
HEX 92T W UF F1C@IAT equfaq Fr
IfF wer 92T T FT qEY 37 TT
WaT #T FIAET [T FE 9T EY
Faafeaqg )

fy IR & fAu @ #1 wg@
wafaz 21 @@ « wvanE & fag
i s & e 1 sqarfen
fafaare &1 faemd A1 IR awar
2 5 fafaad =9 F & o9 @war are
FRET T F1F o147 a9 a7 Jraifes
0T GiEwred BRI AE ST aFal § )
5T fase wiaer 7 39 € &1 &Har
gars sre 4 5 fafqad =9 &1 9@
AT 1 FEY T A AT FiEATEAT
GFY A Fad AcAfFST g I, afew
JATHET Y AT EHIT | TET FI@E
F O T8 F7 U F& Al sHw
g Q1% 97 9% d1 WeF AW 7 AT F¥
U AET—ATE A Y afs 7 93w

F fasr st @Y ey wRW wEAr Y AW A
ST WTEATH AT TAY FY G FHT GEHAT

2 1 qE I17 AW 99 HaT, = 0fo Fo
Tifemt, 4 s@qe 7 FoE & sfudwa 7
Al AEF W &7 WEAT 9T WKW IS
gu #Ar 47 zafay zq fem A o
Y &1 AT 91fET |

aw ¥ faarf & fad IuEsy 460
fufams s @iz 5@ 7§ § s 67
fafeaq vas $ie o qeg 92w 7 I5en
& gty @ 15 gfqma, freg fedt
4 TR F AR FIN FUL SaaT I
gatm 2 fF wa g3w 7 fa=nd &1
AaT Fad 6. 4 9fqma { safs dw wr
77 At 20 25 wfgea 1 wew wdw
F1 AN AL T IIMR 9 g AT
A A g1 ANRT 9 e
® afz ad &7 & Fraifag fmarsT o
@t @@ 2000 HAEE HEAT IR
gdfegs 9@y 2 g7d) @ qar SRT
6 5 fafqua uxz &g 1 fa=rd &%
gwdl g1 3 SFX ¥ @ qfisEr
3 3f=a FrafFaaT 8 qer w2w F7 anfasw
PFTGT FT FEAMA2 21 AFATE | 59
qf 7G5 T QAT F949 & [y SErAT %
ST [ To UF o GIHAT HI SEHEATAT
¥ UF TR FH OWSA FAT AT | IW
A4 4 woar wfqdgd aw www
F1 71 1965 ¥ %a 7 * faar g famy
qex WRAW WiET g 99 9fqaga 9%
g @ 7 faar §9 § quag S g
2 & AMI A 0§ T 3egeg faqwr-
QT & | wEw SRW e 7 3§ afufy &
gEATEr #Y FEE T fear g fam
7 W9 1966 & ‘fergwm arse’
7 wFifwa wew 93w & A&G "l & A=
¥ g & GET F Ay 95T w3
®F—

“The Chief Minister has in lus
communication told Prime Minister

Indira Ghand: that M.P. was not pre-
pared under any circumstances to
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allow Gujarat to irngate more than 18
lakhs acres from the waters of the
Narmada (The Khosla Committee
has recommended the irrigation of
almost 46 lakh acres in Gujarat).

Apart from rejecting the report on
its ments, the M P. Government has
also held the Khosla Committee res-
ponstble for not acting mn close con-
sultation with the State Governments
concerned. The Committee 1t 15 em-
phas sed, had laid down its basic
guidelines without having any joint
discussions with the representatives of
the States concerned,

The State Government has also al-
leged that the Khosla Committee
1gnored, without ass gning any reasons
and without consulting the State, the
projects of upper Narmada, Raghav-
pur and upper Burhanpur proposed
by Madhya Pradesh.

The Chief Minister has drawn the
attention of the Prime Minister to
what he describes as an unprecedent-
ed and extraord nary suggestion of
the Khosla Committee that a part of
the water storage to be developed
within the State by Madhya Pradesh
entirely out of its own consohdated
fund should, when this storage 1s
most needed by the State m years of
low ramfall, be made available to
other States

The Chief Minister has also said in
his communication that the Commut-
tee had suggested a course which if
implemented would go outside the
constitutional framework of the coun-
try. This has been stated in regard
to the Committee’s proposal in the
Navagam project 1n Gujarat which
foresees the submerging of a large
area of Madhya Pradesh and Maha-
rashtra.

It is pointed out that the sites of the
proposed dams and power houses of
Maheshwar, Haranphal and Jaisindh
will also go under water 1if the Nava-
gam reservoirr level was kept at RL.
500.

The State Government 1s also dis-
satisfied with the fact that the Khosla
Commuttee, which was asked by the
Union Government to draw up a
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master plan for the optimum and ic-
tegrated development of the Narmada
water resources has faled io do so.”
qeAg garfa o, #467 fafaa fofy
2 133 9fadew 7 78 Q& gama fu @
g wew w_w & fam el €1
I« [ a9 FT A Q8T H a8 gl
tfFaem R 7 Faw ¥ ATGY
uFe 9T 7 o & oawE 7 fawrd
F@ W dfag g o, afew oA 8
dr@ oS qf WY gt § 37 o R
FAT TIAT AT FL JOT FAW qEY R
e ¥ = fay foomat aag
Fa1 s3ft syaar AAafe & aw 9= fE
HEX 9T FY Y Y T ¥ IYGN B
SATETAFTT ZWT A TY qEAET FHT AW
ST FT AT FE T | AT §WI
framr fAgm e gy A f 3
9 gfAeeT @ FEvagT F ged
T1F 1T qeg 930 ATGT &1 AT H
gT FT 47 I® Adar urd afenamn
q faorg FT8 wew s_w w1 /Y
fgsrs  sregarent & fau sfus afe
34 Araar | & S Tifge

qrAA  Sugaafa |, ofF 7 oF
arg A7 Fg FI G AYAT  TAF TZW
FEAT| M 993 ®WM AL &
W o F99 §7 99 fawrodia
21 uErgAlEE Feafeaw 7 e
fag fawrgraaas &1 fawrfo #1 8
faaer o fafasr @&t 7 fate gem &1
8 "Ig 99 A4 2 AT § qARL
vd fawramaas & gaoRd aTEe
% gu aqmar 9t fF grar {7y gfte &
fgs, ag fremamd ar oifoddr
Fafe s, qaw s @ Swmaa
®IAT !

fawr@raaa ® 9gr w1 g
FATEAT & HH o IIIGT HEM  qEw
@I AZ T UF T TFIIME TR Y
gr & fore faomar e & o afis
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[sf meRy )
gy g1 g & orfEeqrey STEROT
®1 zfee ¥ «ft faomamoas #4647 97
AV AN ITT 1 3aw fAudg aFrEET
IMF Aemw T feaw g Sgr =40
STgT, FYGST, T4, SIATATZ, FALATEE,
TrFgTEe, 9T, fassl, st W Em
AWy g1 § 34T &1 I FREE
T famfor & grasy § wey 93w @A
) garg g7 fv 9@t aAEEr § 99T
% CF 94 AE AT AG 1 FA
{AY AT & GH 9 o AW 77K
F7, fegi™ sraT gagm F3& oF fre
AT GG & qRF 997 F1 8, 7 47
f¥ €7 WX A=A ¥ G TA § W
vaw Fzguym A iy enfearfadivs
wxorfagt § a7 2y & gas faww @
FIHN 97 IqAST &Y gaa | TR
Fa¥ 37 9fg3zT § Famar av (% ggr #
ARAT A F 75 Hfgal & AT § 9w 0l
% | Ag w37 fRA—1 7 2, sgafaz
fag—60,000 27, g¥ =1g fae—-
20,0007, FATTTA AT TT FH G&T
TR-—10 fafags @ame for aic
60,000 FIA 17, YA WAZ—4 A[G
=, T FFET— 3,000 &7, TATIAT 22
A gag—3 0 fafFaq, s=o o lo
TMEH — 300,000 A(To UKo o, T1A-
AT qRE— 24,000 A, ALY
HHT— 1,500 T, THIFZY HIAT A=A
nreeq 9 fefem——36,000 =7, feafan
frsg——25,000 feafesw, Eawy w3a-
=g UE €T Gfieq——16,000% 7,000
AR, § AT BIIS{~=~20,000 T,
w2 Ffedm9——2,000 § 3,000 7
A% 57 9FIT TIA TN FT FEETIANS
W OAT TE )

Je1 faer g7 S G 0F ST AT AT
¥ fraaw & 5 &9 =iz w1 JArE@T
qaqr famamasq 7 eaf 5@ &
are F yoar 77 fraifa 539 § 02
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wifas a gea 1 afseRor @ s
AT S FOT F IA AW & ASTAT
FY WyaAT FT FarFTT F 9 39 |

g 7 far g4y Y FY FAGT H THE
FEF A IF AW F1 9T FA ¥
fad # wigarz a7 g1 FAmA FiEHA
afcfeafs ¥ gaq 915 aww |, § g9FAT
2 i a7 91 g1z TrE SeqA fran § 7
4T ATRAE B

5T |

SHRI T. CHENGALVAROYAN
{Madras) : Mr, Vice-Chairman, I am
greatly beholden to you for the oppor-
tunity that has been afforded to me for
participat'ng in this discussion of the
General Budget. It is not a inere con-
ventional complement, Sir, when I say
that the hon. Finance Minister has done
a remarkable job of presenting a Budgst
whrch is neither bombastic nor puerile.
In this strangulating situation that has
developed since last year, in the face of
disaster, disappointment, destruction, de-
fects and drawbacks, in the face of fu-
ternal weakening of the economy, I am
sure, Mr., Vice-Chairman, the hon. Fin-
ance Minister could not have present-
ed—as a matter of fact, no other person
~~2 better Budget but nevertheless there
have been comments, criticisms and con-
demaation both in the press and the plat-
forin and 1 have given my very care-
ful thought, study and consideraticn to
those comments and criticisms. Mr,
Vice-Chairman, we on this side of the
House who have undertaken the historic
task of governing this country on pro-
gressive lines to a ever widening vista
of prosperity must be grateful indeed
for such criticisms, wise counsels, but 1
regret to find, Mr. Vice-Chairman, that
the quarters from which such criticism
and condemnation emanate are the
usual quarters, quarters which are op-
poscd to our Plans, quarters which are
opposed to our socialistic advances,
quarters which are near the mansions
of monopoly and citadels of vested
interests. These are the quarters, Mr.
V'ee-Chairman, which criticise  the
Budget proposals and in these criticigms
I find a common tune, if I may say so
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with the greatest respect, the Swatantra
tune and I am sure, Mr. Vice-Chairman,
that we will be certainly benefited by
such crit.cism because that gives us an
opportunity to turn the searchlight in-
wards and examune within ourselves
whether we are false and faulty. I
think, Mr. Vice-Chairman, that the
Budget as presented is neither false nor
faulty and I beg of th.s House to exa-
mine the Budget proposals in the back-
ground of the economic scene. The
economic scene is indeed distressing and
disquieting and we find there is conti-
nuing pressure of prices, there is fall in
the exports and there is the proverbial
shortage of foreign exchange, produc-
tion has not gained momentum, the
wholesale prices have risen by 8.7 per
cent , money supply has been substantial
but the output has been meagre, the
food posit'on has reached a crisis, etc.
This indeed 15 a bleak background in

which this Budget is preseated but at
the same tme, Mr. Vice-Chairman, I
am able to find in the Budget combating
policies and measures which the Fin-
ance Minister has undertaken to counter
the economic malaise that the situa-
tton calls for In the first place, the
Finance Minister has used the fiscal and
monetary instrumentality for the purpose
of generating sufficient countering
strength for all these economic condi-
tions He has made enough provision
for the purpose of invigorating the

tempo and the momentum of produc-
tion. He has introduced selective con-
trols with desirable social objectives for
the purpose of equalising opportunities.
He bas also generated an amount of
<elf-relance both in agriculture and
he has done the important job of keep-
ing the expenditure on Defence and de-
velonment at a high and commanding
level All these measures, in my res-
pectful suhmission, would be counteract-
ing enouch to the economic condition
that has developed. Mr. Vice-Chair-
man. T beg of this House to note some
of the important deviations that the pre-
sent hon F'nance Minister has done in
the whole scheme of tax structure. He
has done verv well indeed with regard
to certain of those deviations. The
limit has been raised in regard to the

Annuity Deposit Scheme The Ex-
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penditure Tax has been abolished and
the Capital Gains Tax and the tax onm
Bonus Shares have been discontinued.
The Dividend Tax has been revised, the
Gufts Tax rates have been revised and
we see, therefore, Mr, Vice-Chairman,
that the F.nance Minister has done a
remarkable reversing process of some of
the Kaldorian pedantry which the pre-
vious impositions had. In the back-
ground of these economic measures and
the exempt.ons and reliefs that the Fin-
ance Min'ster has given, I beg of this
House to consider the taxation proposals.
I am very grateful indeed for the
thoughtful appreciation and sympathy
which the hon. Finance Minister has
shown for the middle and lower income
groups by raising the exemption limit in
respect of Income-Tax. The Surcharge
on Income-Tax and the Surtax will un-
doubtedly be a measure for the purpose
of evaluating the strength that our eco-
nomy must develop. There have been
several criticisms about this particular
tax imposition. With regard to the Cor-
porate Tax it has always been sa’d and
it has been said with some considerable
forces and emphasis that this rise in the
tax on the corporate public sector will
lead to less impetus for saving and in-
vestment thereby affecting production
May 1 most respectfully answer that
criticism and allay that misapprehen-
sion ? The question of the imposition
on the corporate sector will have to be
considered in the context of the diversi.
fication of our industry into priority
and non-prionity items. In the case of
oriority industries, they get rel'ef from
the heavy taxation burden which has
been accumulating and in the case of
non-priority industries they may have
to bear this burden of ten per cent.
Surtax but may 1 ask the private corpo-
rate sector to contemplate a while that
when we have given exemptions to it in
respect of the Dividend Tax to the tune
of ten per cent. that would sufficiently
give them an elbow-space for the pur-
pose of investment and greater develop-
ment ?

There has been, Mr. Vice-Chair-
man, another criticism  about the
excise duty. No Finance Minister, you
know from the plenitude of your ex-
perience, would have relied updn excise
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duty for the purpose of revenue re-
covery. It is intended more for the
purpose of restricting undesirable and
excessive consumption and if we analyse
the excise duty imposition on various
articles and commodities we are given
the impression that they will not affect
either the economy of production or the
satisfaction of consumption.

I may also very respectfully draw the
attention of this House to the fiscal and
monetary policies that the Budget re-
veals. The fiscal policy has been calcu-
lated for the purpose of getting the
highest level of output under the exst-
ing circumstances. The policy has al-
ways aimed to moderate the aggregate
demand to keep in alignment with the
aggregate supply. The money supply
has been increasing at a faster rate with-
out the corresponding goods and ser-
vices but in spite of this tendency that
we have experienced in the monetary
field I must say, Mr, Vice-Chairman,
that the provision in the Budget gives
sufficient latitude for the purpose of
recognition of some of the important
credit requirements and the fiscal policy
that this Budget enumerates will certain-
ly lend itself for the purpose of giving
succour and encouragement to such
particular types of industry. I would
also say that the fiscal policy embodied
in the Budget seeks to deploy flexibility
for the purpose of seeing that there is
greater utilisation of the existing re-
sources. With all this I submit that the
fiscal and monetary policies that are
revealed in this Budget will certainly
augment our resources to a command-
ing position.

There is one other point which is
rather striking in the Budget proposals,
I mean the liberalisation of the import
policy. This liberalisation of the import
policy is indeed very thoughtful and it
is now open to the hon. Finance Minis-
ter to lay stress on, what he has rightly
called, import maintenance units. Time
was when we were putting in an evan-
gelic endeavour for raising import sub-
stitutes but in spite of our nat'onal
efforts in that direction we require cer-
tain imports for maintenance and the
liberalisation of the import policy that
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is revealed in the Budget is very needed
and very welcome,

Another point with regard to this im-
port policy is that for all those units
which lack productive capacity to in-
crease tempo and which are stagnating,
this liberalisation of the import policy
has come in very handy.

An important consideration in the
Budget is with regard to planning. As
[ was listening to the debate here and
elsewhere and I have been reading criti-
cisms about this budget, I find that it
all emanated from one attack, one
single attack, one concentrated attack on
the endeavour of our planning. I must
submit great respect that we plan for
the purpose of prosperity and as far as
this Plan is concerned as projected in
these proposals I must submit that the
Budget has been very cautious and if [
may say so with great respect, indeed
conservative in regard to the provision
of outlay for our plan endeavour. The
Plan has been divided into important
aspects and this being the first year of
the Fourth Plan we do not know what
the size of the Plan will be, what the
strategy of the Plan will be, what the
scope of the Plan will be, what the
sweep of the Plan will be. Neverthe-
less we have to lay a good foundation
even in the first year of the Fourth Five
Year Plan and 1 submit that the Budget
has given that foundation.

There is one point with regard to the
Plan strategy. This Budget proposal is
very rigorous in allocating the Plan
outlay; it has been so sophisticated and
the principle of selection has been so
much introduced that I am sure that on
a very careful examination of the
Budget outlay for the purposes of the
Plan for the first year of the Fourth
Five Year Plan there will be no room
for any criticism. Mr, Vice-Chairman,
we are accused as being prisoners of the
Plan. Yes; we have been prisoners so
long now. That has been our badge;
that has been our banmer always, With
ereat respect I would say that it is far
better to be prisoners of the Plan than
to be slaves of stagnation and the
Budget proposals envisage increased and
accelerated pace for the Plan perfor-
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mance and to that extent the Budget
proposals are very attractive.

Mr. Vice-Chairman, there is one
point which s rather peculiar in the pre-
sent context. The State finances get re-
flected in the Central Budget. We have
to provide nearly Rs, 100 crores for the
purpose of financial assistance to the
States and but for that our overall defi-
cit would have been only Rs. 65 crores.
The reason why we have done this i
for the purpose of giving financial
cushion to the States and the tax en-
deavour and efforts of several of our
States have been spared because of this
financial allocation.

There is one point which is bound to
be taken into account and that is the
criticism that our expend.ture must be
very rigorously scrutinised. The Budget
proposals reveal a stoic and innate resis-
tance to any extravagance in expendi-
ture. If we look at the items of ex-
penditure are we extravagant? Are we
squandering ? We have got certain com-
mitments from which we cannot escape.
For example, we have to pay certain
automatic increases of expenditure on
account of decisions already taken; can
we ignore it ? We have to meet consti-
tutional obligations; can we refuse it?
We have to meet debt charges; can we
make default? We have 1o make
allocations to the States by virtue of the
Finance Commission’s recommendations;
can we stop it? We have to pay ex-
port promotion charges, tax credit pay-
ments, etc.; can we refuse them ? We
have got to meet defence expenditure;
can we take the risk? Therefore if
examine the whole span of expenditure
as revealed in the Budget we will have
no hesitation in saying that there is stoic
resistance to extravagant expediture
As a matter of fact it makes us fecl
that we should not only be watchdogs
of expenditure but this Budget makes
us feel that we should be bloodhounds
of expenditure as well.

1 must also state one more point with
regard to these Budget proposals about
how far it takes us to the d:fferent as-
pects of economics stamina and eco-
nomic strength. There are very many
proposals in the Budget, particularly
with regard to provision for the pur-
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chase of fertilisers, pestic.des, seeds, etc.
It is intended for augmenting the fight
against the food crisis. In one breath
during the food debate the Government
iy criticised that they have not been
sufficiently far-seeing in regard to cer-
tain measures for meeting the food crisis
and when it comes to the Budget pro-
vision instead of being thankful and ap-
preciative of the gallant effort that the
Government has made by providing fo:
the purchase of fertilisers, pesticides,
seeds and other commodities necessary
for increasing agricultural production
we cannot again criticise the Govern-
ment, The Budget is therefore compfete
in itself.

Mr. Vice-Chairman, one word more
and I have done. The whole question
of the Budget proposals has to be con-
sidered in the context of the developing
economic activity. We have to test this
Budget how far it is a lever to promote
such econom.c activity; we have to test
ths Budget how far it can take us fur-
ther on the road of prosperity and pro-
gress; we have to test this Budget how
far it has laid a burden on our people.
I am one with Prof, Lal when he saild
that “there is room for review of the
entire situation. I am sure with the
rate of tax which this Budget lays down
the buoyancy of tax revenue would be
of such an order that very soon we will
be in such a comfortable position that
the hon. Finance Minister would have
sufficient opportun'ty and occasion to
review the entire financial position and
I will have no surprise when the Fin-
ance Minister will be very comfortable
in his assessment of the receipts and
also of certain items of expenditure, Mr
Vice-Chairman, on the whole the Budget
proposals are a step in the right direc-
tion. I am really disappointed as a
social'st to feel that there is no socialist
flavour or socialist fervour in this
Budget but 1 am not blind enough to
feel that this is an occasion when I can
usher in socialism. This Budget is a
step in the right direction; it takes us
in the proper direction and 1 will con-
clude by saying:

The wood is dark and deep,
We™ have promises to keep,
And this Budget takes a leap,
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THE VICE-CHAIRMAN (SHRI
M. RUTHNASWAMY): The Housc

will now adjourn and mcet agam to-
motrow at 1100 A M

The House then adjourned
at ten nunutes past five of the
clock till eleven of the Clock
on Thuisday, the 17th March,
1966



