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[Pandit s. S. N. Tankha.] their unaccounted
m'oney is not sufficient to my mind. I asked a
question recently about this unaccounted
money, as to how much money had been
collected, and I was told that only a very small
portion 'of such money had been collected. 1
would therefore urge upon the Finance
Minister that the steps which he has for some
time past been taking for detecting such
persons or for finding out as to wh'o were
those persons in possession of that money and
how much illegal money they had, should Tae
maintained with strength and vigour even
during the period of grace allowed.

THE DEPUTY CHAIRMAN: That mwil]
do, Mr Tankha. I have to make an
announcement.

RESULTS OF ELECTIONS TO THE
COMMITTEE ON PUBLIC ACCOUNTS

THE DEPUTY CHAIRMAN: There wereight
Members duly nominated ior  election to
the Committee on Public Accounts, of whom

one Member withdrew his candidature
subsequently. As the number of the
remaining candidates is equal to the number of
vacancies to be filled, I hereby declare the
following Members to be duly elected to the
said Committee:—

1. ShriM, P. Bhargava,

2. Shri Chandra Shekhar,

3. Shri S. C. Deb,

4. Shri R. S. Panjhazari,

5. Shri Ram Sahai,

6. Shri Niranjan Singh, and

7. Shri Atul Behari Vajpayee.

The Finance Minister will reply at 4.30 p.M
Mr. Krishan Dutt will speak at 2.30 The Hous,
stands adjourned till 2:30 P.M.
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The House then adjourned for
lunch at half-past one of the clock.

The House reassembled after lunch at half-
past two of the clock, THE VICE-CHAIRMAN
(SHRI AKBAR ALI KHAN) in the Chair.

THE FINANCE BILL, 1965—contd.

SHRI KRISHAN DUTT (Jammu and
Kashmir): Mr. Vice-Chairman, [ rise to
support the Finance Bill and the taxation
proposals contained tiiere-in. I am happy to
note, Sir, that the proposals policy in the
taxation proposals is that the gap between the
rich and the poor should be gradually, or
rather as soon as possible, be filled up and
that wealth should not be allowed to be
concentrated in a few hands. I hope that the
taxation proposals and the measures contained
in the Finance Bill will lead to this objective.
The grave period in Indian history which at
present we are passing through, requires that
India should have adequate stores of
foodgrains and the prices should be kept down
at a reasonable level. This is necessary not
only for the needs of the population but also
for going through the critical period so far as
the defence of the country is concerned. I
offer my congratulations to the Government
for the prompt and the wise step that it has
taken in arresting Sheikh Abdullah and Mirza
Afzal Baig as soon as they touched the Indian
soil after their tours abroad. It is indeed most
regrettable that a man of Sheikh Abdullah's
stature and having a very glorious record in
the freedom struggle, should have chosen in
this critical period of .Indian history, to have
wandered from his previous stand and in-
dulged in activities which are clearly and
unmistakably prejudicial to India's security
and India's honour abroad. If he had confined
himself to the religious spirit to the avowed
purpose of the Haj pilgrimage and
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not misused this opportunity to  indulge in
anti-Indian propaganda against his own
motherland, in countries v/hich are friendly to
India, he would not have brought himself to th !
position to which he has reduced himself. In
fact the conclusion is irresistible that under
garb and under pretext of Haj pilgrimage, he
misused that opportunity for ignoble acts. 1
have no doubt that by doing so he has tarnished
and tainted the fair name oi' Haj pilgrimage.
The statement of the 100 Haj pilgrims of
Jammu and Kashmir who recently returned
from the Haj  pilgrimage, unequivocally
condemns Sheikh Abdullah's activities
while on foreign lands for the professed
purpose of  Haj pilgrimage. They have
categorically stated thai his main purpose was
to have a pleasure trip and to do anti-Indian
propaganda and that this Haj pilgrimage was
only a make-belief. The country has heaved a
sigh of relief at the action which the
Government of India had taken against Sheikh
Abdullah. In fact, the country wanted such
firm action long before. But better  late
than never. The security of India and the
honour of India demanded this step from the
Government and it has been rightly taken
and the country supports it. The people are
feeling jubilant over it. Regarding

Finance

repercussions  in the Valley, [ may
inform this House— and perhaps hon.
Members are already aware of it—that the

apprehensions which some people had in
their minds that something untoward might
happen in the Valley, have proved to be
false. A few people had been injected with
the poison of hatred during the past
thirteen months of propaganda and that had to
errupt in some form or the other. This is but
natural and we should not be perturbed over it
and the  State Government also very rightly
pointed out to the Central Government that to
allow Sheikh Abdullah entry into Jammu and
Kashmir, when he came back from abroad,
would not be in the best interests of Kashmir
and the Kashmiris, and I admire the stand of
the Central Government in accepting the advice
of the State Government
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and acting accordingly. What is now required
is a continued firm handling of the situation.

There should not be any wavering, no
vacillation in pursuing this policy to the
logical end. Therein lies safety and the

security of the Kashmiris themselves. Therein
lies the guarantee of their continued economic
development to which India has )
generously  contributed and which in the
coming years is bound to gather greater and
greater momentum during the Fourth Five
Year Plan. I am fully confident thai if the
Government of India remains firm and
steadfast in the line it has taken over Sheikh
Abdullah and his  so-called Plebiscite Front,
if this stand is firmly and persistently
continued, then I am quite sure that the
baner  elements among his own,  Sheikh
Abdullah's own followers, will come to
realise what a dirty game they are playing and
will realise what an unpatriotic step they are
taking at this critical juncture in the
history  of India. Sheikh Abdullah's speeches
abroad, as this hon. House would have already
known, leave no room for doubt that he has in
his extreme egotistic spirit brought  himself
into a  position wherein no othe, epithet
than that of traitor to India can be ascribed
to him. He has not cared to see  that being a
citizen of India in that capacity, his first
loyalty is to his own country. He indulged
in activities, in courting the pleasure of foreign
countries which are avowedly inimical to
India, who are joint aggressors on our country.
He felt pleasure in obtaining their support fo,
the so-called right of self-determination for
Kashmir. I have no doubt that no sane
person in the world can lend any support
to this misconceived plan, namely, that ,
section of the same people, of the sam,
country, should think of having self-
determination. India got self-determination and
a free Government came into being on that
principle. For the people of the same country
to demand another right of self-determination
is something that

passes the understanding of any reasonable

man. [am perfectly certain
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[Shri Krishan Dutt.] that even though the
whole world may condemn the stand as
unreasonable, illogical and ill-conceived,
Sheikh Abdullah will never admit it. I know
his frame of mind, his way of thinking. He
cares a two pence for world opinion or Indian
opinion. He is so much self-engrossed.
Therefore, the only logical step that the
Govem-ment of India was in duty bound to
take in the interests of Indian security and
Indian freedom was the one it has taken. Now,
the ™ed of the hour is to stick to the stand
with all determination and firmness and I am
sure as time passes the misguided elements in
the valley will also come to realise that the
present treasonable and unpatriotic activities
they are indulging in will only be tarnishing
their own names and their own faces.
Therefore, the time is bound to come when
these elements will swing io the nationalist
stand.

Now, Sir, I pass on to the subject of Pak
aggression in the Rarin of Kutch and the
intensive firing by Pakistani troops across the
cease-lire line in the eastern and western
sectors of the Indo-Pak border. Naturally the
question arises ag to why the Anglo-American
powers are so j>owerless as not to check
Pakistan from doing this mischief. Cannot
they realise that the billions of dollars worth
of war equipment and arms aid given to
Pakistan and a very small portion of their
investments coming to India will cancel each
other if these two countries resort to an armed
conflict on a huge scale? I think the interests
of the Anglo-American powers themselves in
Asia will be best served if they restrained
Pakistan from these mad activities. After all,
we are parts of the same continent. Till
yesterday we were the same people and even
now they are our own kith and kin. But the
most unfortunate and regrettable thing is that
the present rulers of Pakistan somehow cannot
get out of the mania of hatred and hysteria
against India. If the Western powers are so
helpless and powerless in checking Pakistan's
misdemeanour on
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the border, then they should plainly tell the
world and India also. They may tell us that
they are powerless and they cannot do
anything in that regard and India should take
measures to prevent Pakistan from taking
extreme steps to augment or increase tension
on the borders. It may lead to a conflagration.
If they do not do this the conclusion is
irresistible. No one can check the Indian
people from coming to the conclusion that the
Anglo-American powers are at the back of all
this mischief by Pakistan. Now, it is quite
natural and logical to expect that the enemies
of India will not give a choice to us and time
to us for preparation. The path of wisdom is
that India should remain prepared for the
worst. I can visualise it and 1 am sure the
country will not escape that most unenviable
and most dangerous position when there will
be a conflagration on all the borders, i.e., on
the northern, western and eastern borders. The
real power and the real strength that will
counteract such a position is not the
expectation of getting arms aid and help from
foreign powers. It is the spirit and
determination ot the Indian people to sacrifice
their all for the preservation of their honour
and freedom that is a sure guarantee to meet
the most extreme position that may ultimately
develop one day. I pray to God that that day
may not come, but if it comes, let us not be
caught napping. That is my warning to the
Government.

Now, I come to the economic development
of Jammu and Kashmir. In the context of the
defence of India it is neeessary that for the
movement of goods, defence equipment and
defence materials to that State, the roads
especially from Jammu to Srinagar and Leh
must be given the utmost attention. It must
remain open throughout the twelve months of
the yp.ir. The railways should be brought to
the State as early as possible. I am quite
aware of the fact that the Katwa-Modhopur
rail line is being constructed, but I am sorry to
say that the speed of the work is very slow.
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There was a time when it was estimated that
the line would be thrown open to traffic by
the end of March 1964, but now it is said that
it might go up to December, 1905. Anyway, 1
wish that top priority should be given to this
and it should be completed as early as
possible.

Finance

Moreover, the State of Jammu and Kashmir
requires increased Centraj help for its
development, especially tourism and the
internal industries there. I am sorry to say that
such a long period of eighteen years has
elapsed and that State still remains even
without a single Central undertaking in the
public sector. I would plead with the
Government that some central public sector
industries should be located in the State of
Jammu and Kashmir in the Fourth Tive Yea,
Plan,

Thank you very much.

SHRI A. D. MAKI (Madhya Pradesh) : Mr.
Vice-Chairman, the Finance Bill which the
House is considering certainly denotes a
departure 'rem the heavy and oppressive
taxation policies the Government have
followed during the Second Plan period, and
on that account the Finance Minister is en-
titled to the warm congratulations of the
House for his attempt to reduce the tax
burden. Speaking in the othr’ House the
Finance Minister said that the important
objective of these proposals was to stimulate
higher productivity as well as exports, provide
sources for the expansion of industry, divert
investments into more productive channels
and achieve a wider dispersal of ownership of
urban property. Since he made that statement
it is our duty to examine how far the taxation
proposals w'lich are reflected in the Finance
Bill go to satisfy these objectives.
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Sir, in the first place I must mention that
before the Finance Biil was introduced (he
Finance Minister levied a customs regulatory
dut5" on a variety of articles, and these duties
were imposed with the so called objective of
reducing imports and securing import
substitutes. Sir, the Finance Minister knows
that import licences are very difficult to get,
and there is already a mechanism at work
which prevents licences being issued to all and
sundry. The present position of industry today
is that there is an accumulation of idle capacity
ort account of lack of raw materials owing to
the shortage of foreign exchange, and such idle
capacity is due among other reasons to lack of
pla"-ning. In spite of there being idle capacity
in industry on account of absence of raw
materials the Finance Minister has imposed a
customs regulatory duty for avoiding more im-
ports. Frankly the customs reg tory duty is a
revenue measure an J was imposed just before
the Budget proposals were announced in
Parliament. I would like to ask the Finance
Minister how he expects Indian industries to
compete in world markets with the additional
cost of production which this customs regu-
latory duty would entail. Our foreign exchange
earnings are largely toda’ on the rupee account,
and if we have to balance our economy and
secure essential capital machinery we have to
increase our dollar and sterling earnings. I am
afraid that the customs Tegulatory duty which
he has now imposed will prevent our expan-
ding our export market in the dollar and
sterling areas. 1 would like to make a
suggestion to the Finance Minister and it is
this. Before the customs regulatory duty was
announced a number of persons had placed
orders for machinery. At the time tre orders for
machinery ne'e placed those persons secured
licances within their financial capacity to pay
for them in the form of imports. Now in
respect of orders already placed before the
customs regulatory drty was imposed I would
like to suggest to the Finance Minister that he
should
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[Shri A. D. Mani.] make it clear that this
custom'; regulatory duty will not have any re-
trospective effect in regard to licences which
have been secured and which have now been
transacted by the importers paying the
neeessary foreign exchange to the parties
concerned.

Finance

I would also like to ask the Finance Minister
whether he proposes to have a machinery
which will go into the working of the custom”
regulatory duty. If it is found that the customs
regulatory duty is preventing the expansion of
our export market by raising the cost of
production here, | think it is the duty of the
F'nance Minister to waive the customs regula-
tory duty in the case of those articles and those
materials on which it has now been imposed.
May I suggest to him that he may have a
committee of experts in which members of the
industry and commerce* may also be
represented, which will periodically examine
the working of the customs regulatory duty?

Sir, Government is passing through very
difficult times and so also all of us and the
country. I quite realise that it we have to push
through the Fourth Plan of the magnitude
which has now been revealed, the country
must be prepared to face a higher dose of
taxation. But the public is entitled to ask what
steps the Finance Minister is taking to reduce
waste of public expenditure. The Public
Accounts Commitiee Reports wliich have
been laid on the Table of Parliament clearly go
to show that there is an enormous wasteful
expenditure in the administration. In this con-
nection I may mention that during the British
Government days a Committee called the
Inchcape Committee was appointed which
went into the question of governmental
expenditure and the Inchcape Committee
submitted a number of recommendations. I
would like to strengthen the hands of the
Finance Minister by suggesting to him that he
should appoint a Committee to reduce
administrative ex-
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penditure, because the country cannot be
asked to face a higher burden of taxation on
account of inefficiency and waste in public
administration.

Sir, 1 quite concede that the Finance
Minister has given certain  valuable
concessions in regard to personal taxation. But
the heavy burden of the excise duty has taken
away the little benefits that we have now
secured under the scheme of taxation that he
has announced. In the First Plan the customs
duty was about Rs. 157 crores in 1950-51, but
now it will be Rs. 420 crores. The excise duty
in 1950-51 was Rs. 67 crores, and next year it
will be Rs. 827 crores. On every pound of
sugar we now pay 50 per cent excise duty.
Rupees ten crores export subsidy was given for
sugar at the cost of the Indian taxpayer, but we
have not been able to secure a sizeable market
for our sugar exports. Yet in spite of our
failure to get an adequate market for our sugar
exports, we have to pay Rs. 10 crores export
subsidy. On every bottle of kerosene 45 per
cent excise duty is being paid by the consumer
at large. Sir, I would like to suggest that the
Finance Minister must consider the scheme o'f
excise duties and try to reduce the excise duty
on kerosene and matches which go to play a
very vital part in the life of the individual.

Sir, I would like to go on to say that the
Finance Minister may give an inkling about
his mind regarding the optimum excise duty
that he proposes to raise during the next Plan
period. I think the time has come for him to
put a sort of an unofficial ceiling on income
from excise duties. The other day he placed a
statement on the Table of the House which
showed that indirect taxes in India accounted
for a substantial percentage of our income, and
it was also found that the indirect taxation in
India was higher than the indirect taxation in
some of the advanced countries. I have been
trying to get a copy of the statement but
unfortunately I have
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not been able to lay my hands on it. It is on
the record and the statement very clearly
shows that the burden of indirect taxation is
very heavy on the citizen.

Sir. I would like to ask the Finance Minister
whether he has got any plan regarding the
rehabilitation of State Government revenues. |
have before me the 36th Report of the public
Accounts Committee wherein a mention is
made of the fact that State Governments
continue to be arrears in respect of payment of
interest and principal relating to loans for the
periods as early as 1954-55, 1955-5i; and
1956-57. The Committee goes on to say:

"While there may be genuine difficulties
in a few individual cases and they ought to
be ironed out expeditiously, the Committee
are unable to appreciate such indifferent
attitude in respect of the Gov-vernment
loans."

Sir, in respect of the Fourth Plan many States
are likely to make extravagant demands and
we have got \ right to see that proper control is
exercised on governmental spending in the
States. The Finance Minister in his Budget
Speech men-3 P.M. tioned that h, proposed to
call the State Finance Ministers for
consultation about the raising of resources for
the Fourth Five Year Plan. Apart from the
raising of the resources, may I ask him
whether he is going to control the overdraft
position of the States? I would like him to
give some figures about the overdraft account
o'f some of the State Governments which have
not been able to discharge their obligations to
the Reserve Bank. Any kind of increase in the
overdraft in respect of the States which are not
in a position to settle their overdrafts will only
add to the inflationary factors in the present
situation.'

Sir, in regard to the Annuity Deposit
Scheme, it haa been urged that
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the capital market is moribund and therefore
the Annuity Deposit Scheme snould be
withdrawn altogether. The Finance Minister in
the past, as well as now, ha, refused to
consider the stock exchange a, the barometer
of the economic health of the count; would
lik, to ask him: What is the special yardstick
open for us to fudge whether the country ig
prosperous and whether the economy is at an
even keel? Now, in spite of the concessions
that he has offered, the capital formation has
not been proceeding in a brisk manner and I
think there is a very good case for the
withdrawal of the Annuity Deposit Scheme.
The Annuity Deposit Scheme nets about Rs.
65 crores every year and this sum of Rs. 65
crores may be available to those industries
which are badly in need of capital.

Sir, I hope that th, Finance Minister in his
reply would also throw some light on the kind
of ceiling that he ha; got for taxation on
personal income and for taxation on corporate
income. I think the time has come for us to
say that beyond a thousand crores, there
should be no further increase in taxation
because the country frankly, is not in a
position to bear the staggering expenditure
which is reflected in the proposals of the
Fourth Plan.

SHRI BABUBHAI M. CHINAI
(Mabharashtra): Sir, I have carefully gone
through the speeches made in the Lok Sabha
and in this House in the course of the general
debate on the Budget and also on the Finance
Bill. At the outset, I must congratulate the
Fiance Minister for his confident approach to
restrain  inflationary pressures, and for
inspiring hope of economic stability through
promoting production and export.

It must be acknowledged that the Finance
Minister is faced with the difficult task of
mobilising  resources for d°f*ce and
development. I am confident that he will be
able to steer successfully through the difficult
situation created by the condi-
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[Shri Babubhai M. Chinai.] tions of war at
the borders. However. I would appeal to the
Finance Minister not to view the war clouds
enveloping the country as a passing phase.
Indeed, the problem is more serious and
lasting, and we must therefore plan on a long-
term basis.

Finance

Sir, the main emphasis has to be on
accelerating  production and  equipping
ourselves fully for the defene? cf the country.
We must therefore place the highest emphasis
on severe cuts on all avoidable Governmental
expenditures and  those by  several
organisations and agencies working on
Government funds. This may be embrrassing;
yet the fact remains that the massive tax effort
in the course of the last few years has not
resulted in a corresponding increase in the
savings of the community to finance
development programmes and set the stage for
more vigorous investment activities. The
increase in taxation has been largely absorbed
by non-plan and non-productive expenditure. |
therefore plead for greater fiscal discipline in
this regard.

The Finance Minister has moved as many as
87 amendments to the Finance Bill which is
almost of the size of another Bill. While the
number of amendments is large, most of them
are drafting and clarificatory amendments to
some of the provisions in the Bill. Th, increase
in the quantum of deduction in respect of the
first Rs. 5,000 of the qualifying amount of
insurance premium, provident fund, etc. from
50 ner cent to 60 per cent is gcod. Similarly,
the extension of tax credit certificates 'for
subscription to initial capital issues to purchase
of shares from under-writers is a rational step.
The exemption from wealth-tax for the value
of investment in equity shares of new in-
dustrial companies extended to issues made
after 31st March, 1964 and also to assessees
who acquire the shares by purchasing them in
the market is encouraging. However, the
condition in the clause that the exemption
would commenco from the assessment

[ RAJYA SABHA ]

Bill, 1965 1450

year next following the date on which the
company started operations for which it was
established is vague. It will leave the
shareholders wonder as to when the
exemption would in fact be available.

I am happy to note that the Finance
Minister has favourably considered
the representations of some essential
industries for higher development
rebate and rebate of tax in respect of
priority  industries. In the context of
the high level of taxation the list of
industries which deserv, selective tax
treatment will have to be constantly
enlarged depending upon how  good
the case is made by the industry for
such concession. Along with interest on
Government  Securities  income  from
investment in the Unit Trust has been
exempted from the levy of higher
surcharge on unearned income. 1
wish the Finance Minister had extended the
same concession to income from equity
dividend.

Coming specifically to the provisions of the
Finance Bill, I welcome the move towards
simplification of the tax calculation. Much still
remains to be desired in this direction. Apart
from simplification of calculation, there is need
for a simpler, rational tax law and stream-lined
procedure and administration. This would re-
move avoidable hardships to the ass-ssees and
achieve better tax compliance. I feel that the
Government must appoint a Committee to go
specifically into the question of simplification
and rationalisation of fax structure applicable
to both individuals and corporations. I am
happy to note that the Finance Minister has
conceded that the corporate tax law as it stands
now gives scope for quite a lot of cofusion. I
am sure that in the ensuing year he will make
an earnest effort to restore order in the
confused state. However, no attempt af
simplification will succeed until thereat is a
change in the attitude of those who are
responsible for drafting the legislation. Fresh
complications wiH have to be scrupulously
avoided.
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The reduction in the incidence of
personal taxation ig a welcome step and
a step in the right direction. Still coupled
with the annuity deposit, the cash outgo of
the assessee is sufficiently large. There
are thus no savings towards which the
private sector may look for investment.
I am confident I hat without any strain
on the aggregate revenue, the Finance
Minister should be able tp bring down the
'evel of personal taxation because the ower
the incidence the higher is the tax
compliance and also greater  investment
activity resulting in large generation of
income. I am glad that ihe Finance
Minister has shown him-«elf not in
favour of high taxes and lias been scope
for reduction in the lax on earned
incomes. The virion; circle of evasion
on account of high taxes and high taxes
on account of evasion has to be broken
at som! point, and the Finance Minister
having taken a dead would, I am sure, pur.
sure it further.

I expected that the Finance Bill will
either propose complete withdrawal or
substantial modification of vhe Annuity
Deposit Scheme. Apart from having
drained the resources ivhich would have
been available to the private sector for
investment, the scheme, in both law and
procedi lia; been extremely complicated
and a source of great annoyance to ihe as-
wessees. In my opinion, the tax rebate on
provident fund and insurance mlakes gare
of the fact that a certai a portion of an
assessee's income is invested in provident
fund or life i; -turance premium, the funds
of both of which are controlled by the
Government. Amongst the amendments
to tb. Finance Bill moved by the
Members, 1 notice a suggestion that if an
assessee contributes 15 per cent of his
total income by way of provident fund
life insurance premium etc, he should not
be required to make any annuity deposit. I
suggest that the Finance Minister
examines this suggestion in some detail
Whatever the tax structure. I wish, he
finds some way out to relieve the
assessees of the burden of annully
deposits. A distinct
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feature of this year's Finance Bill is
several tax-free tax credit certificate
schemes to encourage investment in new
equity issues, to encourage exports, to
encourage production and to encourage
shifting of industries from urban areas.
The extent of concessions has been left to
the Executive to work out. How far the
schemes will provide stimulus to
investment activity and productive effort
will in fact depend upon the extent of
concessions. Much time has already
lapsed and details of the scheme are yet to
b, known. I am afraid, a sense of
uncertainty and anxiety will prevail till
the schemes are announced. The detailed
schemes, I feel, should have formed part
of the Act itself by way of Schedules. In
any case, it is imperative ihat the schemes
of tax incentives are annunced early.

In this connection I must point out that
if the tax incentive is ,ot adequate and
production or exports do not increase the
incentive is next to useless. The incentive
should be such as would have a marked
effect on investment or business
decisions of the assessees. I am
constrained to observe that the approach
of those who draft the schemes of tax
incentives or any provisions for relief is
rather restrictive. The assessee gets lost in
the maze of conditions, restrictions and
exceptions, with the result that the
proposed incentive fails to arouse the
neeessary enthusiasm.

The corporate sector, unfortunately,
has not received a fair deal in the Finance
Bill. The Finance Minister has chosen to
retain the equity dividend tax in the same
form which means 7£ per cent tax on all
dividends distributed except in the case
of new companies where 10 per cent,
dividend is exempt from tax for first five
years. Apparently, the intention of a tax
on equity dividend is to curb exces<;'ve
dividend and encourage retention of
profits in business. Dividend yield and
prospect of capital appreciation are two
major considerations for investment in
equi-
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[Shri Babubhai M. Chinai.] ties. Tax on the
whole of the equity dividend and capital gains
tax on the entire face value of bonus shares
have left the investor with little prospects of
either adequate dividend or capital
appreciation in shares. The Finance Minister, |
am glad, has realised the hardship involved in
the capital gains tax on bonus shares and has
provided relief equal to 12J per cent, of the
face value of bonus shares from the capital
gains tax payable. There is, however, need to
rationalise the method of calculating capital
gains tax on bonus shares.

The capital gainy tax on bonus
sares is not a revenue yielding mea
sure because there have been few
bonus issues since the imposition of
this tax. The Finance Minister
would not have intended to prevent
the issue of bonus  shares. The

capitalisation of reserves by issue of bonus
shares iy the best 'form of permanently
ploughing back profits in the business. I wish
the Finance Minister reconsiders the provision
in this Ight. I also repeat the suggestion that
the tax on equity dividend should be either
withdrawn or levied only beyond a reasonable
percentage of dividend. The Finance Minister
I stress, must accept the amendment in this
regard.

In the first Schedule to the Finance Bill, the
interest on Government securities has been
exempted from the higher unearned income
surcharge. There can be no objection if the
Government raises the yield from its securities
to make them more attractive. However, to
exempt the interest on Government securities
from higher uuearned income surcharge and to
levy the sam, on income from dividend is a
serious anomaly which is difficult to justify.

The tax on private companies wa= stepped
up to 60 per cent, last year. The incidence is
retained at the same level with only slight
relief in the incidence on first Rs. 10 lakhs of
income of private manufacturing
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companies. A clause is introduced in the
Finance Biil placing a ceiling on corporate
taxation in the case of public companies
at 70 per cent. This would benefit hardly a

few companies. The  ceiling does  not
apply to private companies. This
brings out, at least, one fact that

corporate taxation in India is as high as 70
per cent, in  the case of public companies
and even higher in the case of private
companies with no tax credit to shareholder for
any part of the tax paid by the company. This,
the House will appreciate, is incidence the
equal of which is not to be found in any
developing or developed country. In my
opinion, it is necessary to have some
thinking on the corporate tax structure, if the
corporate form of business is to survive
and expand in this country.

As regards the companies (profits) surtax,
the Finance Minister stated that there had not
been enough time to study its impact. The
Finance Bill therefore is just silent about the
same. In my opinion, the super profits tax and
the present surtax have, in no small measure,
adversely affected the investment climate.
Apart from increasing the incidence of tax on
companies, it is a faulty tax inasmuch as it
introduces progression in corporate taxation
which implies tax on efficiency.

In the Wealth Tax Act, the Finance Bill
proposes a levy of additional wealth tax on
urban uro-perty. According to the Finance
Minister, this is intended to curb investment in
urban property and divert the same to more
productive uses. In my opinion looking to the
acute housing problem which still persists in
urban areas a penal tax on investment in urban
property is untimely. The shift in investment
should have been secured by making the
desirable forms of investment more attractive.

I have particularly noted the remarks of the
Finance Minister that
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.he will shortly come up with a new Bill to
incorporate provisions regarding tax
treatment of interest on National
Savings Certificates or bonu; payable on
cumulative time deposit or extension of
tax holiday to new industrial undertakings,
etc.  While frequent amending Bills
should, in my opinion, be avoided, since a
Bill will, in any case be necessary to
incorporate the provisions stated by the
Finance Minister, 1 wish he takes that
opportunity also to bring about such other
changes in the provisions of the tax law
which have been suggested to him in the
course of the debate on the Finance Bill
from the point of view of
rationalisation of the tax structure. Itis
likely that the Government ma, not have
had sufficient time to study those
suggestions. I think some of the
suggestions made are sound enough to
justify the Finance Minister's attention.

{Time bell rings)

Sir, before I resume my seat, I should
like to go on record that the Finance Bill
as a whole is a move in the right direction
to develop the economy on sound lines.
The recent surveys of working of
companies have indicated that during the
lasT year profitability has increased. The.
influence of the present Budget will be
revealed only next year, and the working
results, I am sure will show further
improvement. In this view of things, the
capital market must improve. There is no
reason as to why the investment climate
should continue to be depressed. All
those who are connected with investment
advice and decisions must get out of the
present mood of despondency. It does no
one any good. With the firm conviction
based on facts and proofs that
investments will indeed yield fair returns
everyone, | think, should take an
encouraging view of the future.

Thank you.
wetly o (Plaly) Asas 2
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arfew ¥ aman # 5 Fram g9 o3 g A
sowl ®1E wTow g wifgy fF ag
g 9T Wi IR )
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gt A & agen aveen F ag ag €
fe & g am w1 wrgdE fafe g
F Arfew ¥ o g fafee aeg &
difew § wiw argw fafieex ama &
difen ® o g & 99ra Jome 47 |
TS w98 & 39 OF g7 9e 7 fagafidt
o1 &l | e g § W SW H Ew
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daq YW qO are S0 gen g
HIT 7 q7E § TXFR F 70 TG T
FT AFAT AT § ATHT HETC IW A7
& feeft o few avg @7 won agw
fopan o T faft 61 S 3 o Sy
g faege wom ata @ sfeT oo gaaw
S F AT A E WL T A F AT AN
A1 AT 7, HIT HEFTLLH AT oY
7 9 & 3% & 0% g W 8
TN aUTA 21 910 W1 gEH |G 9
®1 717 91z Ws A7 agi 71 foE "/
T €1 917 @7 AT gAATAE HUY
HIT 6T 1 39 7 §B 7 %1 #9371
F1 qar 5= o {5 foad &% &7 Il
il § FAEA9 ¢ A1 qg UF 4G9 @
T aw g | wgw o # fema w i &
ars # #2197 39 4T 1962 H frad
f & Ao § ag aw wg 4 A%
TE W 97 0 0w | fam—a
717 91 917 ea—( Time Bell Rings)
freav argw Joda W ar 91 79 759
7 faor %% T wo7 @@ &5 & A1 9R
g fzar &% | i wrr A1 anfefore
qiEl & fasir v 2 Ffwa §  wion
aa i+ Fearmam st § 5 w9 & a=n
Hqq Fal § A AF A g 5 o
qAF AT AT AFT A ATTH HAIAA
Gicell
IraAnAS (ot wHAT wey &i) ¢
gzz fez s & fam 2 w17 93
fiz 97 wg &1 gFer feand & o
ot www oAt A% G A
famg aga & & @A A0 sWEi
g1 ¥ [a7 wEEIT g 9T W 7 99
qT AT @A & FIUW FEIOE | F
ar & agar wvear §ag ag @ fw #x
TN 33 F a7 | geawae 581§
o &1 Hfafedt #r frd & o @ et
2 o A i fowar @ oF @ a® fW
Gfafset famet & s fowuw faer wot
wwEAT aug are frand @ Wi gd
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d e fearwft & 1 @ & a7 W@ STt § 1% Tg IOV 97 9 37w
aem g e f i s N | weEiamr A A A m Al —
T A F HRE AW a5 ¢ o ag
gfer o1 &w AR TREEA w7

fot ot & we wig wHET A fagmg
et g weaT #1 faseno IO
mEdaFEF U fw Aoy
wifas 7 7€ 5 o= uF wg 9% FEAT
¢, 39 § avmiT %7 e g, 59 #
TTETL AFAN A THAET &7 & ar
qTATT S AR WA ZAT AR K IW A
aw ¥ g durz g ) A7 9wl & fag
@7 g7aT § T qvAd 4% F 4
N frraafrFae i e
@ F at ¥ off 5 uF & wffedt A
g fom &1 o & ag =
Gfafada foeft § 389 W F@FR
g7 39 9 & fog feme g fr ag
FAF AT IR q4g & AT AGN FC
qrf & | arEe JwTAT & wiw A7 g
AT § AfFT oF am ¥ 71 @
&7 g fa werg @i § guid g
AT qgT T, gATE WY gFEE 470
7z feami #1 Fxd s7ar a1 arfs
o0 %1 g faurdy fawr a8 afe=w o
Fr a1 7z FeE @ g | § qET T
g f5 worm ad # & FeEG T7E
& AT WYL AOAST WA GH FA & A%
wrer o FFT gz i & owaar ¥
T I ST TEAT F)HATAT 47 IW A A
AT T FW AT WA T fow
N T WEEE TEF 10 A &7 9L
T q | WUE  #99 sE 23 AT
T TRl WA 47 W TH HTHE
®Eg €7 10 ATH ZA aF A AW A |
¥fgs w67 W@z wwAw Al
W& TE 7 T GrEATE 9T gEI
| T T AT PO I AT R
a1 zweT Wy fag 7 w7 fr g #

¥o @ WA @ g Wif =W

fes 2 & agemar mat g
AwATal # sowEn T og

wF OF WY R gg a1F WS ! gw]
q =T WESt F gArdy awet v
arg @t W sEAw fafaet agg 6@
qarFaE 33 § fr wive a¥ g g
1T W H I gI7 AT A ety
feaddz % Tw feqr § 1 &fe v
WeE W WIHTHEAT §, WU W& g W
Tt £ Wi g1 31 fFa) wmrw & g vt
w1 wel @21 g agar ¢t f avm
freman § 5 a3 s A @ e
" TEAT WY HT ATAA  qEAAE
FaHT T3 arfe @ qrEt & a9
IAEAT 8 a9 7% 1T 30 &7 qerd
FT AT HIH 7D 1]

SHRI N. M. ANWAR (Madras): Mr.
Vice-Chairman Sir, I rise to congratulate
our Finance Minister, the hon. Shri T. T.
Krishnamachari, for the very brilliant way
he has projected the image of Shastri
Government by breathing in his Budget
proposals and the Finance Bill the
common sense of the common man. With
a note of robust optimism in our national
economy, which he has generated through
his surplus Budget, not only has he
simplified the tax structure; he has also
provided reliefs and rebates in personal
taxation and, by and large, he has
provided numerous concessions in respect
of consumer goods with only three
unpardonable exceptions—sugar, matches
and kerosene.

Well, there is one new element which
we see in his Finance Bill, and that is the
new brain wave of the Income-tax Credit
Certification. I am very happy that this
scheme is going to benefit ever so many
categories of industries, for promoting
investments in new ventures, for
encouraging shift-
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[Shri N. M. Anwar.] ing to rural areas
the urban industries, for the promotion of
exports, for increasing production in all
the industries covered by the First
Schedule, and for increasing production
in excisable commodities.

But, Mr. Vice-Chairman, let me now
plead for the tanning industry, which is
the goose that lays the golden eggs for
our foreign exchange to the tune of forty
crores of rupees every year. As the
honorary secretary of the Southern India
Skin and Hide Merchants Association,
Madras, I plead that skins and hides must
come for the full benefits of this scheme
of Income-tax Credit Certificates. In
order to promote an integrated approach
and also to see that we foster a national
outlook, I want that we should' correct the
lopsided development in our country by
extending the facilities of this Certificate
even. for the migration of capital from
progressive States to the backward States
which we have in our country. Un-
fortunately, U.P., M.P., Rajasthan and
Bihar happen to be still in the back waters
of our national economy. And how are
we to see that these areas come up and
also join the main stream in matters of
our national economic development? I
therefore wish that we extend the
incentives, the benefits of the scheme, to
the entrepreneurs in the different
progressive areas for the migration of
their capital from progressive areas to
backward areas, for the development of
the backward areas, with a tax holiday for
the nrst five ro six years.

Well, Mr. Vice-Chairman, I se, tha, the
Budget proposals provide good scope for
larger industrial production and for larger
agricultural output but, unfortunately, we
have to take the warning from the year
under review that industrial growth has
declined from 9.4 per cent in 1963 to 6.7
per cent in 1964. As for agricultural pro-
duction, despite the numerous incentives
that have been given, the posi-
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tion today is that it has risen by only
three points from 137 to 140, and even
among these three points, it is only one
point which is due to productivity, and
the other two points, due to increased
acreage under cultivation.

While production in the centralised
sector of the textile industry continues to
be stagnant, we are happy to note that
production in the decentralised sector of

textiles, namely the power looms,
handlooms and khadi, ha* increased
phenomenally. Yet, instead of
encouraging  this  production  and

diversification of economy, the Finance
Bill imposes many penalties, which
hamper the production in the powerloom
sector. I want that the Finance Minister
realises that there is no need for a
registration fee of Ks 25 per loom for
those who possess less than four looms.
Also why should we penalise any transfer
of looms above four if for mere
convenience residence is to be changed?
Then again, with regard to powerlooms,
let me sa, this that the Asoka Mehta
Committee has gone into this question
thoroughly and its valuable re-
commendations need to be implemented
effectively and very soon. We want to see
that a certain quota of the textiles is
earmarked for production in the
powerloom sector, and that we pass on all
excise to the production end of the yarn in
the centralised sector.

While framing the fiscal and economic
policies of the country, I “vould urge
upon the Finance Minister to see that
greater production, better distribution and
stabilisation of the prices should be
among the fundamentals of gur policy.
Unfortunately, despite the fact that Pandit
Jawaharlal Nehru had appointed the
Mahala-nobis Committee to go into the
question of the monopolistic tendencies
in our national economy, today we still
find that there are many giants growing
like leviathans devouring in their entrails
the little worms that suffer
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existence in different industries. We must
"¢ to see that the Government place
effective curbs so that the monopolistic
tendencies come in for check.

Finance

Well, we have got now the alarming
proportions and dimensions of inflation
confronting our country to day. The
purchasing power of the rupee has
declined at home and abroad, and that is a
point to which reference has been made
by different leading lights of this House,
and I am afraid with the planning that we
have—and now we are at the threshold of
the Fourth Five Year Plan— I am afraid
that all our resources and all our
programmes will be shipwrecked on the
rock of inflation if the Finance Minister
does not take time by the forelock and see
that effective means and ways are devised
to bring down inflation. I am happy that
he has not resorted to deficit financing,
but nevertheless we see that there are so
many instruments which contribute to this
inflation. Well, it is due to the psycho-
pathology of our national disease that we
have in our country heavy accumulations
of black money. This, I believe is the
most tremendous reflection against our
national character.

SHRI A. D. MANI: It is there in
England also.

SHRI N. M. ANWAR: But Mr. Man]
need not worry about England when we
are thinking of India.

I like of course the proposal that the
Finance Minister has brought for. ward to
attract black money and I am sure that
this gives an opportunity for the people
who hoarded this money to come forward
and make use of the opportunity. But |
would also say that there are certain
delicacies and difficulties which have got
to be probed into, and I wish that
Government realises that recoveries of
black money should be rendered easier,
that the black money divulged is al-
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lowed to be paid in instalments if at all it
is forthcoming from that quarter.

Therefore, Mr. Vice-Chairman,

THE VICE-CHAIRMAN (SHRI AKBAH
ALI KHAN) : You have only two more
minutes, Mr. Anwar.

SHRI N. M. ANWAR: Mr. Vice-
Chairman, I am coming to the most vital
aspect of my speech. I see that Rs. 748
crores have been earmarked from the
national exchequer for our defence.

AN HON. MEMBER: Rs. 749 crores.

SHRI N. M. ANWAR: Not all is quiet
on our western front. Nor are we free
from dangers on our other borders, all
along the line, from end to end, all the
5,000 and odd miles. What an irony of
fate that we who have been persistently
preaching the pursuit of the paths of
peace to the peoples of the world should
find ourselves surrounded by hostile
neighbours on 'our frontiers! But then,
Mr. Vice-Chairman, though the situation
has become very dark, here we have got
to take courage and take this as a
challenge that has come to India. I know
we have to negotiate for peace. While we
should not negotiate through fear, we
should not fear to negotiate.

SHRI LOKANATH MTSRA (Orissa):
Don't you consider it to be failure oi
your foreign policy?

SHRI N. M. ANWAR: Well, Mr. Vice-
Chairman, this is a tremendous tribute to
our foreign policy which has become an
eyesore to our neighbours.

AN HoN. MEMBER: Though it is
failing?

SHRIN. M. ANWAR: We now feel that
we are having now before us an
opportunity to carry conviction to tbe
world with regard to how we have been
pursuing this policy of non-alignment.
But Mr. Vice-Chairman, what | wish to
gay now is that [ am very
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[Shri N. M. Anwar.] much pained that
we have got this Sino-Indian conflict.
That i» dangerous. But much more
dangerous is the Indo-Pakistan conflict.
Why? Because I feel that sooner than
later this Indo Pakistan conflict may
escalate into a Hindu-Muslim conflict. [
know there are the assurances to the
contrary given by the powers that be. But
then even the martyrdom of Mahatma
Gandhi and the dynamic personality of
Jawaharlal Nehru have not stopped that
rot and I am afraid sooner than later, that
holocaust might engulf the whole of this
sub-continent, India and Pakistan.

AN HoN. MEMBER:
be.

SHRI N. M. ANWAR; I say it should
not be so. I am not suggesting it. I know
that when we had that sorrowful spectacle
only last year of certain grave incidents in
the eastern corners of our country, we
went actually with a goodwill mission to
promote Hindu-Muslim unity through the
nooks and corners of 'our country. And
the Muslim community of India, these 60
million Muslims of India, have taken a
warning from that and a lesson for the
future and got united together aa one man
and resolved that come what may,
whatever be the provocation, they shall
remain determined to stay in this country.
And I must tell you, particularly as the
Secretary-General of the All India
Muslim Maj-lis-e-Mushawareth  which
went with this message of goodwill, all
along mome 8,000 miles in our country,
we were thunder struck to see the Muslim
community rallying round as one man
and demonstrating a sense of loyalty and
love for the motherland and ihouting
"Hindustan Zindabad", "Hindu-Muslim
ZindaJbad", much to the envy of the
world! This we saw in the very wake of
the holocaust and that tragedy which we
had witnessed in that part of the country.
Now, I must tell you, Mr. Vice-Chairman,
that these 60 million Muslims of our
country are going to be the saviours of
India. Here, let me remind my

It wiH never
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countrymen, particularly those of my
community, the classic anecdote of
Madura. Some 700 years ago, when
Emperor Allauddi, Khilji ordered his
great general, Malik Kafur, to take his
army down south, he took that invincible
army south, conquering territory after
territory some 1,500 miles until at last he
reached the gates of the city of Madura.
There he learnt that there were 7,000 odd
Muslims within that great temple city of
Madura. Naturally in his compassion for
his co-religiOnists he sent a message to
them to cross over. But Mr. Vice-
Chairman, what a wonderful reply he
received from those Muslims of Madura.
They met together and in consensus and
with one voice they said as one man,
"Well, Malik Kafur, you may act under
the orders of your king. But we have
consulted the holy Koran and what the
King of Kings, Allah, says. He has urged
on us, Muslims, to remain loyial to the
country, to the kingdom where the king
has guaranteed them freedom of worship,
freedom of culture and freedom of
expression. And that is what our king has
done and we are in duty bound to stand
by the king, come what may." That was
the reply that was given to Malik Kafur.
And also one thing more I must say, and
that is of utmost significance to the future
of our eountry. Those Muslims of Madura
also said, "If you decide to order your
army to invade this town, this kingdom,
then they shall have to walk over the dead
bodies of these 7,000 Muslims of
Madura, for we are determined to lay
down our lives and to stand by our King
and our kingdom."

THE VICE-CHAIRMAN (SHRI AKBAR
ALI KHAN) : Thank you.

SHRIN. M ANWAR: Malik Kafur was
flabbergasted at this wonderful and
exemplary loyalty and he said, "Bravo,
Muslims, I congratulate you for your
sense of religious duty and for standing
by your king. And I congratulate your
king also for protecting the Muslims."
And thereafter, he turned his army away
without
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firing a shot and without killing a coul.
Likewise, Mr. Vice-Chairman, I appeal to
the powers that be, let not a single hair of|
a single Muslim of this country be
allowed to be touched and whe, this is
done, it shall be the duty Of Mr. Anwar
and all Muslims to defend this country
and they shall be the saviours of India and
even the whole world combined against
this country cannot do anything, even a
little damage to this country so long as|
you are able to carryi the conviction and
confidence of these 60 million Muslims of]
India and they, I dare say, are our greatest
asset and our first safeguard! Thank you,
Mr. Vice-Chairman.

SHRI SANKAR PRATAP SINGH DEV
(Orissa): Mr. Vice-Chairman, the reaction
in my mind uppermost at the present
moment is that with Pakistan occupying
Kanjarkot and with the Pakistan army on
'our Kutch border, and when as a result of
the  Pindi-Peking axis we  are
apprehending attacks from different sides
I should have liked to have a defence-
oriented  Budget. We  hear of
concentrations both on the North-East and
on the North-West, of incursions in
Ladakh which continue unabated. When
that is the position, are we going to sit
idle and not strengthen our defence
measures? I would request your per-
mission to read out what Pakistan feels
about this dispute. This is what they say:

"The latest description of the
'boundary of Kutch State in an Imperial
Gazetteer is that contained in the 1908
edition. This Gazetteer wa3 published
under the authority of the Secretary! of
State of India. It is, therefore, the
declaration of the Paramount Power on
the subject.

The Imperial Gazetteer of India,
Volume XI of 1908, ton page 74 des-
cribes Kutch as "bounded on the north
and north-west by the Province of Sind
.. its limits, exclusive of a portion of
the great salt marsh termed the Rann,
extended
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from 22 degrees North, and from 68
degrees 25 minutes to 71 degrees 11
minutes East.

The 1908 Gazetteer clearly fixes the
boundary of Kutch State, as extending
not beyond 24 degrees N. latitude,
wliich is the middle of the Rann.

The 'other Gazetteers cited by India,
from time to time, in her venture to
grab the territory, are not only dubious
in content, but are also publications
merely of the local Government.

On the basis of the historical facts
and exercise of jurisdiction, Pakistan
could lay claim to the whole of the
Ran, of Kutch, over which the Sind
Administration had been exercising
jurisdiction long before Pakistan came
into being."

Sir, this is what Pakistan is thinking
about the dispute. So, unless we stand up
to the mark, I do not think the British
mediation or any mediation will give us
back the country's territory!. When I talk
of defence, I talk of it on a national basis.
The myth of invincibility of India's
defence exploded in 1962 when China
attacked India, invaded our sacred mother
land and she is sitting tight on Indian soil
which is under her occupation, I think,
about 13,000 square miles. We have not
been able to challenge them as yet. The
Indian Army that we have inherited from
the British Imperial Army had actually
three functions to do. The first was to
provide internal security and to resist
aggression by any second-class power, to
see that it was strong enough to hold
aggression by any first-class power till
reinforcements from overseas came. The
second was to provide reserves for
overseas Operations from the Suez to
Hong Kong. The third was to provide a
standing organisation for recruitment and
training of officers and men and a supply
and transit base for major overseas
operations. The
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[Shri Sankar Pratap Singh Deo.]
British concept in relation t'o the func-
tions of the Indian Army is now out of
date and so it needs rethinking and
remodelling to stand up to our country's
needs, the needs of an independent India,
which does not believe in alignment. So
we and tour Army have to depend on our
own selves.

[THE DEPUTY CHAIRMAN in the Chair.]

For instance, we can still improve the
Army without spending a lot. For
instance, the present ratio of non-
operational manpower per division is a
wastage. Each of our divisions consists of
20,000 men. For a division of 20,000
operational men, we maintain a backing
up, non-operational strength of about
19,000 to 20,000 men. We find in the
case of the Chinese Army—it is an
efficient Army, of course—that their
division consists of 15,000 operational
men with a backing up strength of 5,000,
making a total of 20,000. In the case of
the Indian Army for 20,000 operational
men we have 20,000 non-operational men
for backing up. I think this must go. In
that case we will have a great surplus to
provide eight more mountain divisions.
That means instead of 21 divisions we
can have 30 divisions. Out of that we can
have 20 mountain divisions. I think they
will be working as efficiently as other
defence forces and I do not think it will
have any respect as far as their aggressive
power and offensive power against the
hostile country is concerned.

Our armoured division is composed of
many varieties of wvehicles. These
armoured cars are very neeessary for
defence, but we have different types of
cars. S'o, they are not interchangeable. Of
course, they would not come up on the
mountain roads, but still when China
uses 400 vehicles for each division, .
have 1,200 vehicles, three times more
than what China has. So, I think we have
over-provided them. This luxury should
be cut dow, and we should have more
divisions.
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As regards Air Force, it was quite
inadequate even to supply-drop during
the Chinese war. Pakistan has a front line
Air Force and aircraft superior to us. So,
to their regular air violations we are
helpless onlookers. We have got seven
types of fighters. All are different types
and we cannot interchange our men or
parts.

It was inspiring to hear from the Prime
Minister the other dayi that the
Government was prepared even to prune
some of the projects, if neeessary, for
defence preparations, but if actual facts
are looked into, the picture is grim. The
Public Accounts Committee Report has
very adversely commented on the
activities of the Defence Ministry,
inasmuch as the Committee says: —

"The Committee regret to observe
that the explanation given by the
Defence Secretary before the Public
Accounts Committee last year (1963-
64) that surrenders were due to non-
availability of foreign exchange
involved in most of the manufacturing
projects, does ..not appear Do ibe
consistent with the position now
explained to the Committee.

The Committee feel concerned to
note that in spite of the allotment of
foreign exchange for these important
schemes, the Ministry! have not been
able to utilise the funds to the extent
expected, resulting in short fall in
planned targets. The Ministry have
urged that the surrenders were due to
optimistic budgeting. The Committee
find from the Ministry's note that the
savings on these schemes were due to
non-materialisation of supplies of
stores or non-implementation of cer.
tain schemes. The Government feel that
in the light of the experience of the
Ministry about the procurement of
stores and implementation of various
manufacturing schemes, it should be
possible to achieve bet-
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ter results. The Committee are not
happy over the shortfall of expenditure
in case of these important schemes
which have a direct bearing on the
country's defence efforts."

Finance

Out of the total savings of Rs. 28-13
cfores during 1962-63, a sum of Rs. 27-
26 crores was surrendered. So, it is high
time that we should have our Defence
Services prepared for meeting any a'.tack.

The next thing that I want to say is
about the need for populating the places
that are near our border areas and which
are not populated. That gives a better
security than the survey boundary or any
other boundaryi.

With these Words I end my speech. 1
thank you.

SHRI ; G. RAMACHANDRAN:
Madarn, I have been noticing that the
Finance Minister looks every tired and is
looking relaxed in this friendly and empty
House. It is a good sign. He has had a
surfeit of praise fro, every section of this
House. As someone would start
speaking and I kept listening, he bagan by
sometimes cursing, but ended by blessing
the Finance Minister.  There is the old
story of somebody who went to curse and
stayed to bless. He has had a surfeit of
praise and I do not wish to add to his
indigestion. 1 would only say one
sentence and then pass on. No Finance
Minister, since this Republic was
established, has presented a Budget
which has won so much goodwill from
almost every section of the people of
India. But I have a quarrel with him. It is
a one-year old quarrel. I started this
quarrel last year. When I then spoke on
the Budget, I referred to two major
issues,  specially as  one 4 P.M.
interested in education and rural
development. I asked someone: "Why is
it that this very brilliant Finance Minister
is unable to understand what I told him
last time about these two matters?" He is
keen-minded, generous and open minded
to understand new points
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of view." The reply one outstanding
Member of Parliament gave me was, and I
pass it on to him for what it is worth; "He
is essentially an urban-minded man. 'The
rural areas are something like a far away
scene to him. He does not understand the
rural areas." I do not believe that. I do not
believe that the Finance Minister does not
understand the problems of the rural areas.
At the moment there are many things
worrying the Finance Minister, he himself
said so in the other House, the war clouds,
and so on. I am extremely lucky that he is
in his seat now. Twice or thrice when I
spoke on the floor of this House during
this session he was nowhere to be found.
So I am grateful that he is listening, and I
have a hope that something I wish to say
will, carry some conviction to him yet.

Point number one is, about rural
industrialisation. The Finance Minister
paid me a left-handed Compliment last
year when he said: "I am glad that even a
person like Shri Ramachandran who
belongs to a certain group"—I do not
know what group he had in mind;
probably he was thinking of those who
still  take Mahatma Gandhi very
seriously—"is asking for rural
industrialisation", and then added
something which took my breath away.
He said: "When rural areas are
industrialised, they will no longer be rural
areas". That was an astonishing thing for
so clever a man as the Finance Minister to
have said. What does he mean by rural
industrialisation? As I listened to him and
as I see now from his Budget, if big
industries or some of them are taken into
the rural areas, he thinks that that is rural
industrialisation. I hope I am wrong, 1
hope I have not understood him. But rural
industrialisation is not establishing a few
big factories in the rural areas of India.
There is such a thing as the rural areas of
India with problems of their own, and
these problems can be tackled only by
techniques suited to the rural areas. Rural
industrialisation will mean cot-
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[Shri G. Ramachandran.] tage
industries, village industries and small-
scale industries, and we want a network of
these spread out over the §00,000 villages
of India where 80 per cent of the people
are still living, /Close to the soil and
working on the s'oil. You must take
something right to where they are living.
Maybe, you can take into the rural areas a
few big industries—God bless you for tak-
ing them—but that is not rural indus-
trialisation. I do not know who is handling
this major thing of rural industrialisation
within the Government departments, and
how he is handling this. I want to ask the
Finance Minister: "Please do not leave this
to somebody. Take it up yourself to the
extent that you can and see to it that .
adequate funds are provided to such
schemes as are really schemes of rural
industrialisation,, taking employment to
the millions who are under-employed and
unemployed." So, I am appealing to the
Finance Minister not to put this away
lightly but to take this from me and make
it his own and to provide funds and to ask
for cogent and realistic schemes of rural
industrialisation.

Point number two again is something to
which I referred last year and I am
coming back to it, and I am promising the
Finance Minister that I will come back
again and again to these two matters as
long as he sits there and as long as I am
sitting here. Point number two is "Adult
Education" in this country. How I wish I
could carry conviction to the Finance
Minister that in a country where 75 per
cent to 80 per cent of the people are still
illiterate, all his planning and financing,
all the programmes of reconstruction will
be slowed down and frustrated on this
rock of adult illiteracy. Seventy-five per
cent of the people, eighteen years after the
independence of India are illiterate in this
country! They cannot read, they cannot
write. You put forward hundreds of tracts
and publications explaining the
schemes. They cannot
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read what you say. Today Parliament is
debating the aggression in Kutch, our
relations with Pakistan, Kashmir, the
world situation, etc. Eighty per cent of the
people do not follow what is being said
'on the floor of the House and they do not
care either because nobody tells them
what is happening in such a way that they
can understand. If the Finance Minister
imagines, however brilliant he might be,
capable he might be and master of finance
he might be, that he can carry this nation
forward with 75 per cent of the people
remaining illiterate after eighteen years of
independence of India, if he thinks so,
there is something fundamentally wrong
with his thinking; and T hope he is not
thinking so. I asked this question of the
Education Minister some time ago, and,
the Education Minister said: "I shall plead
with the Finance Minister; if necessary, |
shall go down on my knees to him and ask
for funds for this great programme 'of
adult education in this country". But
nothing is happening worth the name. A
year or two after independence came there
was a great deal of ado made about adult
education. The Ministers of Education in
various States became very much
interested in it. Grandiose schemes were
drawn up. THey have all faded out. Now
illiteracy is as rampant as it was ever
before. In fact because of the addition to
the population, the number of people who
are illiterate today is larger than at any
time in the history of this country during
the last one hundred years. It is a shameful
thing. No Government worth the name
must tolerate this nor allow this to
continue. I pleaded. last time that the
Finance Minister should provide adequate
funds for nation-wide programmes on
adult education. Adult education is not
merely literacy work. We have long
outlived this idea of adult education. Adult
education is citizenship training in the
fullest sense of tke word today within a
peaceful democratic nation. It is not
taking
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placa. All round the place where I live
and work, Gandhigram, in hundreds of
villages in the midst of which we are
situated, the horror of illiteracy is
something which one has to see at first
hand to realise what it means. You give
them something to read; they cannot read.
They cannot understand. Crores of rupees
are being spent on propaganda. They are
going down the drainpipe because the
millions for whom it is intended cannot
consume them, cannot understand them.
So, I plead once again that the Finance
Minister will make this programme on
adult education in this country his own
programme, because without this, nation-
building is impossible.

Finance

Then I would only touch upon one
thing more within the short time at my
disposal. Sheikh Abdullah has been
arrested. 1 have seen today in the
newspapers that Acharya Vinobha has
expressed his distress that this has
happened, and he has used the expression
that there has been lack of correct
judgment in regard to the matter. My
friend, Mr. J. P. Narayan, haa said the
same thing. Now Sheikh Abdullah came
back to India. He was not running away.
If he was an enemy of India, if he wanted
to remain outside and carry on the kind of
nefarious propaganda which is attributed
to him, why did he come back to India?
He came back straight to India to ment his
critics. We arrested him at the airport and
we have now taken him to one of the
most beautiful hill stations in India. I
envy his place of residence, Ootacamund.
It is called the queen of hill stations in
India and just at this time of the year it is
a paradise on earth. So, I am not quar-
relling over that. The Government of
India has acted with dignity even while
they were not acting correctly in regard to
this matter. We shou'id have allowed this
man to be confronted by our leaders in
Delhi. There is a story that he had written
to the Prime Minister. We do not know
what has happened to that letter. It
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is not the first time that a letter from
Kashmir to the Prime Minister is lost. We
have heard the old story long ago how
there was a letter from Sheikh Abdullah
to Prime Minister Nehru and he never got
it or got it too late. Evidently, whenever
there is a very important letter of this kind
from some one from Kashmir to the
Prime Minister of India, it gets lost! I do
lot know whether there has been a letter.
We should have allowed the Sheikh to be
confronted by our leaders. We should
have asked him questions, "Here is what
you said. Is this true?" I say this because I
have also heard from other sources that
there is a deliberate attempt to twist what
Sheikh Abdullah has said in order that
India and he may quarrel. Our enemies
will be pleased with nothing better than
Sheikh Abdullah and India are quarrelling
with each other all the time. Suppose we
become friends, then what a tremendous
thing it would be? So, it suits nobody,
except our enemies that we are
quarrelling. We should have asked him all
the neeessary questions, found out the
position, we should have given him a
chance to defend himself. You remember,
in the olden days sometimes when Mah-
atma Gandhi asked for an interview, the
Viceroy would not give the interview, but
would get him locked up. I do not mind
Sheikh Abdullah being locked up if he is
to be locked up. Why do you take the
odium upon yourself of not giving the
man a hearing? This is n'ot the only case.
In Kerala also, you have unnecessarily
taken an odium upon yourself. I have
spoken about it twice on the floor of the
House and I do not want to. repeat it. I am
sorry therefore that Sheikh Abdullah was
arrested without being given a chance to
say what he wanted to say to our leaders.
If we were not satisfied, then we had
every right to put him in prison. But we
have taken this unnecessary odium upon
ourselves. My own reading is that this
man is not a cheap man. I remember the
days when the late Prime Minister of
India looked upon
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[Shri G. Ramachandran.] this man as
his blood brother. There was no one in
Kashmir who was a greater hero than this
man. He was called the Lion of Kashmir,
he is still the Lion of Kashmir. If there is
any chance, we must befriend this man. I
had talks with him twice and he said to
me: "There are three imperative things for
a real settlement. India must be satisfied,
Kashmir must be satisfied and Pakistan
must be satisfied in order that any
arrangement finally made is stable". I
think this is absolutely correct. But I told
hirn that it would be a miracle if he could
produce a scheme which could satisfy all
the three. Let us put the onu3 on him to
produce that thing which can satisfy alike
Kashmir, India and Pakistan and if he
cannot, he stands self-exposed. Instead of
that, you pounced upon him, interned him.
Now, this will have a bad effect in
Kashmir. If anybody thinks that things
will settle d'own in Kashmir now, we are
living in a fool's paradise. "All quiet on
the Western Front" this is the signal that
the Kashmir Government is sending out.
It is not true. We have never had
continuous goodwill and peace in
Kashmir all these years. We must
establish that goodwill and peace. And
now when there is grave trouble with
Pakistan, this is all the more necessary.

Finance

Madam, the Prime Minister has ap-
pealed that we must rally behind him as
one man. But not onlyi in regard to this
matter but in regard to half a dozen other
matters he has not done what is necessary
to get the needed one hundred per cent,
unity of mind of the people of India. That
is the unity we should give to our valiant
Prime Minister. Every day, as I read the
Prime Minister's statements, I say to
myself—he does ot have thg external
trappings of a big man and a strong man
but inside him is unbreakable strength.
We should stand by him. But he too
should enable the eountry to organise the
fullest support to him.
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That is why I am pleading in regard to
this particular matter with a little amount
of passion for which I ask your
forgiveness.

Thank you.
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SHRI G. S. PATHAK (Uttar Pradesh):
Madam Deputy Chairman, shall I not be
trespassing on the Finance Minister's time
because he is to speak at half past four?

THE DEPUTY CHAIRMAN: You may
finish your speech.

[ 10 MAY 1965 ]

1500

In five

Bill, 1965

SHRI G. S. PATHAK:

minutes?

THE DEPUTY CHAIRMAN: You'
will get 15 minutes.

SHRIG. S. PATHAK: I will be
briefer than you expect me to be.

Madarn, I have studied the Finance-
Acts during many years past. I have been
a practitioner of taxation laws also, and |
can say this that this Finance Bill is the
most humane piece of legislation that I
have come across among the taxation
laws. It has given relief to many. It has
simplified the procedure; yet it could not
simplify to a very great extent because
from its very nature taxation laws reflect
the complexities of national life and,
therefore, become complex themselves.
Now I am not indulging in-. any language
of conventionality when I say that I join
the chorus of applause in offering
congratulations to the Finance Minister

Now, Mé&dam, since this Bill was
framed there have been changes in the
conditions in the country. The Bill
reflected the conditions which prevailed at
the time when it was framed. Today we
are on the brink of a war, if I may say so.
The future is unpredictable. It may be that
we get engaged in a struggle with Pakis-
tan in a struggle with China and there will
be, in that case, a new situation which was
not contemplated by the Bill when it was
framed and it will become necessary for
the Finance Minister to divert some
resources to-war purposes and to adjust
the economy on a war ba:3is. That will
tax the Finance Minister's skill and ability
to their maximum, and in that sense the
Finance Minister may become a highly-
taxed person in the-nation.

SHRI M. RUTHNASWAMY (Mad-
ras): Highest taxed.

SHRI G. S. PATHAK: Highest taxed in
that sense.

Madam, there is considerable scop©
for economy. Perusal of the wvarious
documents which have been published by
the Government will show that
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[Shri G. S. Pathak.] the Committee on
Public Undertakings has given a
considerable number of suggestions. It is
stated that much avoidable expenditure
has been incurred. The Government
should pool the experience gained. Some
suitable instructions should be given and
their implementation should be ensured.
There are over 60 public undertakings and
it is necessary that the report of the
Committee on Public Undertakings should
be taken into -econsideration by the
Finance Minister.

There are 13 Government companies
under the Ministry of Industry and Supply
and we find that eoverall losses run into
several crores of rupees. Heavy
Engineering has suffered a loss of Rs. 565
lakhs. The Heavy Electricals has suffered
a loss of Rs. 568 lakhs. Madam, I will not
give any more figures. But it appears that
it is necessary that proper and stringent
control should be maintained over public
undertakings.

One word about the Life Insurance
*Corporation. This Corporation also
requires stringent control. It is found "that
death and maturity claims to the tune of
about Rs. 15 crores were outstanding
when the report was written and the
recommendation is that vigorous and
concerted effort should be made to settle
outstanding claims. There was no enquiry
made as to why this delay took place and
the recommendation is that interest
should be paid to those whose monies
have been kept by the Corporation
unpaid. There is this observation made by
the Committee.

"The service rendered by the
Corporation to its policy-holders is far
from satisfactory. The Corporation will
have to ensure greatly improved
service to the policyholders."

Before my time is out, I must mention
my own State, Uttar Pradesh. So far as
disbursement of the monies to U.P. is
concerned, a study of the treatment to
U.P. shows that the disbursement has
not been equitable.
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U.P. is a border State. It ia the largest
agricultural State. The population is over
seven crores and in the first two Plans,
U.P. did not get a single industry in the
public sector nor did it get any share in
the increased mileage of the national
highways. There was not a single
institution of technical or professional
training. In the Third Plan only four
public sector projects were allowed to
U.P. The per capita Central assistance has
been much lower so far as U.P. is
concerned than the average for other
States. I might quote three examples.
Jammu and Kashmir, Assam and Orissa,
even they received a larger share of Cen-
tral assistance. I appeal to the Gov-
ernment to rectify the past default to give
weightage to this State. This State needs
fertilisers, pesticides, machines, buildings
and engineering. I do hope that the
Finance Minister will see to it that this
State gets a fair and equitable share and it
should receive such assistance as may
enable it to march in line with the other
States.

There are many other things which I
wanted to say but the time allotted to me,
I believe, has run out, unless I can take a
few minutes more.

THE DEPUTY CHAIRMAN; You
may.

SHRI G. S. PATHAK: In this House I
heard a speech which gave me the
impression that the idea of family
planning has not been properly ap-
preciated in this country. There has been
provision made in the Finance Bill for
deduction in respect of monies spent on
family planning of the employees of
companies. This is a very vital issue. One
crore of children are born every year. You
require therefore more food, more
educational facilities, larger transport
facilities and in every respect when you
cannot have an increase in the food
production which may be commensurate
with the increase in the population, The
result can be disastrous. Therefore the
Government has acted very peo-perly in
taking into consideration the
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need for family planning and making
provision in that respect in the Finance
Bill.

The tax-evasion disclosure scheme has
failed. On earlier occasions when such a
scheme was launched, such schemes met
with some success but now people have
become hardened. Tho:e tax-evaders have
become more experienced and therefore it
is the duty of the Government now to
make laws more stringent so far as tax-
evasion is concerned, to implement the
existing laws and to see that this anti-
social activity is checked and the .nation
does not suffer from such activities.
Thank you.

THE MINISTER oOF FINANCE (SHRI
T. T. KniSHNAMACHARi): Madam De-
puty Chairman, this is one of the rare
occasions over a period of years when I
have been a Minister, I have been
reasonably lightly let off and I think I
might congratulate myself and also the
House. Of the 22 speakers who spoke on
this measure, by and large, most of them
have welcomed the Bill and its
provisions. In fact the criticism of the Bill
by itself has been very little excepting
perhaps in some cases some people felt
that the provisions did not go far enough
and some people felt that it went too far.

Now at this fag end of the Session, fag
end of my labours in respect of the
Budget, I think it is certainly a matter of
great gratification to me that this Budget
has received the approval of most of the
hon. Members of this House which can
rightly claim to express sober and
considered opinion of the people of the
country.

I will take the last speaker first. He
referred very rightly to our public sector
enterprises. Other hon. Members have
already referred to this question of
housing and townships in public sector
enterprises. In fact one of the things that
perhaps needs immediate attention is to
cut down the rate of expenditure on
housing which is roughly about 30 per
cent, of the
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cost of public sector enterprises. I do not
mind admitting that the efforts that have
been made all along these years in this
respect have not paid dividends. In fact I
remember in 1955 when 1 went to
Rourkela, 1 found that they had a
programme to build 13 different types,
apparently 13 in reverse being considered
lucky. We tried to reduce it to four.
Subsequently we have had various cors-
mittees examining this matter, parti-
cularly a Committee appointed by the
Planning Commission in regard to Plan
projects and the last I think was in 1959. I
may tell the hon. Member that recently I
had taken this task on myself and have
asked one of the senio'- Secretaries of the
Finance Ministry, who is not directly
responsible for expenditure, to go into
this question of reduction of costs, un
townships along with the Chief of the
Bureau of Public Enterprises who has
been recently appointed. I do hope to be
able to achieve some xe-sult and also
hope that I will be able to give this House
some account of what has been done by
this time next year.

On the general question of the
management of public sector enterprises,
while I welcome any criticisn 1 would
also like people to remembe* one fact
that industrial enterprises, if they are in
the private sector, ar* never scrutinised.
The so-called scrutiny by shareholders is
next to nothing. In fact, we hardly know
of those enterprises which have gon?
under, and the shareholders who have lost
money, they never even raised a whisper.
But, rightiy, the moneys of people which
are spent on public enterprises had to be
spent better. In fact, one of the things that
worries me is the very high rate of
inventories, though in the case of e» °
terprises which are of a specialised nature
the rate of inventories is certainly higher
than that of the consumer goods industry.

1504

I am also aware that the country loses a
lot of money by the delay in execution,
and if a steel plant, which
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[Shri T. T. Krishnamachari.] should go
ir.to production in four to five years, takes
seven, on that plant, we probably have
lost a hundred crores of rupees by way of
production, and that hundred crc*re; of
rupees has also been a loss in foreign
exchange. I think it has happened. Even
so, I might say that the three steel plants,
which we started in the public sector,
have today, after its period of gestation—
which has been too long—started
working efficiently and producing not
only IOO per cent but 103 per cent, and [
think, because of the fact that we have
learnt by mistakes in the past, the second
and third expansion of these three steel
plants will go forward more smoothly.
Well, in the case of the Bhopal Heavy
Electricals, in the case of the Heavy
Engineering Plant, and in the case of the
Coal Mining Machinery Plant in
Durgapur, all of them do need scrutiny. In
a visit I paid to the Coal Mining
Machinery Plant in Durgapur, I found that
even if it had to supply coal mining
machinery for the entire Eastern Hemis-
phere, it probably would not have to work
more than one shift. What we have now
to do is to see how we can make better
use of that equipment which we have, for
other purposes as well. It is a question of
constantly scrutinising things and finding
out how best we can use the equipment
which we have, and therefore I welcome
the criticism of the Parliamentary
Committee sitting on this matter though,
oftentimes, we may not be able to agree
with the exact nature of their findings,
and this organisation that has now been
set up, the Bureau of Public Enterprises,
will, I hope, help to quicken the
production stage of these plants, and also
look into economies.

My hon. friend, Mr. Ramachandran
dealt with many problems. I shall only
deal with some of them. Those which are
of a political nature, I think I should
better leave them to other people to deal
with. Those others, which he referred to,
which fall under the economic category,
Iwill deal

[ RAJYA SABHA ]
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with briefly, first of all, with one pro-
blem, which is not strictly economic but
which has its economic bearing, namely
adult education.

I think, Madam, it is something which
has not escaped the attention of the
Planning Commission. In fact, in the
Memorandum of  the Planning
Commission, on page 65, this matter has
been referred to. Only the disappointment
of m, hon. friend might be greater when
we mention now, at this stage of
development of the nation, and in the
context of the Fourth Plan, that—well—
we are still thinking in terms of pilot
projects. But one has to do a pilot project
well in various areas before he can
embark on anything bigger. Assuredly,
my hon. friend will concede that while
adult education in a country where illite-
racy is rampant is important, the
education of the children is far mo-re
important. Well, the older generation can
die away, but the younger generation
should be built up.

SHRI G. RAMACHANDRAN: Not so
casily.

SHRI T. T. KRISHNAMACHARI:
Well, it is a matter of judgment. Being an
old man—and I think he is an old man
like myself—I think he will agree that
the emphasis should be on removal of
illiteracy amongst the younger people,
make them literate.

SHRI G. RAMACHANDRAN: May I
interrupt you for one moment, Sir?
Education of the adult is education of the
functioning citizen of today. If you
neglect that, you neglect something very
vital. Education of the child is education
of the citizen of tomorrow, If you do not
take care of today, tomorrow wiH be
lost.

SHRI T. T. KRISHNAMACHARI: Well,
as [ said, it is a matter of judgment.
Sometimes tomorrow may have to be taken
care of more than today. If I am hungry
today, it does not matter, but I do not want
to keep the generation of tomorrow hungry,
and I the whole idea of plan, the concept
of
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a plan, the first, second third, fourth
and fifth Plan, is that posterity should
be better than we have been. In fact,
Madam, as my late lamented chief
had mentioned, in a sense it is true

condemned to
let the next
Now I do
that he has
because, if
if they

that our generation is
hard labour, and I think,
generation be free from it
not say that the subject
mentioned is  unimportant
children have to be educated,
have to be brought under a proper
environment. [ think the parents have
also to be educated. 1 do not at all
say that :t is something which should
not be done, but I think, when we
have to find as against 2.8 lakhs of
teachers—people  trained every year—
when we have to train 8 lakhs of
them, we have necessarily to, sort of],
adjust our focus to the relative needs
of education generally of the younger

generation and adult education. I con
cede that something more should be
done in that regard. *

One other matter he mentioned is about rural
industrialisation. Now I do not think I
meant—when we diseased this last year—
When 1 spoke, that I should put up two or
three or four or five public sector projects in a
certain area and thereby make that rural area
urban. I did not mean it exactly though that
would happen. If you put up a very big
industry, and ancillary industries grow, the
area would be urbanised, and in some way
people round about would get employment.
There is no denying that; there is no denying
that a very big industrial complex, if properly
organised, would provide employment lo
people within a radius of about twenty miles.
But what [ am really thinking of, when I speak
of rural industries, is the processing industries,
those types of activity which provide a
substantial return to the people engaged
therein and also where there is a market. I do
hot necessarily mean that one should only
make palm sugac or palm jaggery or palm gur.
It is good enough if somebody could grow
car-rots and go and sell it at a profit in the
nearby town, if he can have a poultry farm
and sell the eggs Jn a
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nearby town, if he can have a dairy farming
industry and make money out of it, by selling
milk and milk products to people round about
and, in fact, my cwn idea is, and I think th,
Planning Commission agrees that, in future,
the processing industries should be in the co-
operative sector which could be set up in the
rural areas, and I hope, though we do not
exactly coincide in our views, we get nearer
now.

SHRI G. RAMACHANDRAN: Thank you.

SHRI T. T. KRISHNAMACHARI. I do not
want to deal with, in fact I do not mind saying
that if you are going to maintain an
uneconomic  industry, an  uneconomic
industrial activity, you can only do for a time;
there is no question of perpetuation of an
uneconomic industrial activity, because a man
who earns one :. .ipee a day wants two rupees;
and from two rupees he wants seven rupees
and ten rupees; I mean, you cannot ask a man,
you cannot tell a man, "You are condemned
for life to one rupee, and one only." So even
the rural industry must be capable of
developing, of paying more, of having a
market and a steady market and it should not
be uneconomic. You may have to bring- in
machinery into it. You hav J to bring in higher
productivity into it. It may not fce really
machinery, for it may be a pump, it may be
fertilizer, it may be a tractor or it may be a
power tiller. So various other factors come in.
Sir, f do not think the points of difference are
quite so wide. We can make tham meet. That
is our idea. Our idea is as far as possible in the
Fourth Plan we should encourage the
processing industries in the co-operative
sector SQ that you do not take it away from the
area where the goods are produced. We have it
where the good”"j are produced and have to be
processed and the consuming areas are as far
as possible nearby. Of course, you can make it
a dogma in which case it has in itself in-built
germs of failure.

Well, my friend Shri Babubhai
Chinai welcomed the Finance Bill and
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[Shri T. T. Krishnamachari.] that
certainly is gratifying because I am being
told oftentimes that this Bill does not
satisfy anybody. Well, in one sense it is
right. After all if people get satisfied we
will not have a nation that prows. In
fact, if peoole are thoroughly satisfied
with a Finance Minister  then either he
is afraud or 'IP has given something
which lie should not have given, he has,
sort of, cloaked realities or has given whet
should not have been given. 1 am
thoroughly discontented. If you say that
I am satisfied with the Third Plan, 1 say
I am not Ifyou say tbat I am satisfied
with what we envisage for the Fourth
V>]an, Tam not. Iwould like to
have a bigger Plan ~ What really happens
is the resources available in men and
material ?re not in abundance &rd
therefore, we have perforce to koep
our ambitions lower. I would like our®to
be a modern country, a country where
we can produce everything like any
other country in the world. But it takes
time. Therefore, I say contentment is a
very dangerous thing and so ' * not
disappointed if Shri Babubhui CMnai does
not feel quite happy about my Budget. In
fact, basically I cannot give
satisfaction to vested interests except
in a very limited degree. I can only give
them satisfaction in the sense or whore
there is room for manoeuvre. May be what
that manoeuvre is I need not define.

AN. HON.  MEMBER: That is more
than enough.

SHRX T. T. KRISHNAMACHARI: 1
will come to the hon. Member a little
later, though he has not spoken on this
Bill. Some room for manoeuvre may be
there. Otherwise this is the oasic idea
which we have and that is that there
should be very much larger distribution
of the fruits of our labours, that people
should start having more. Not only
should people have a livelihood and a
decent livelihood, but they should have
something more and something which
will make them feel that life is worth
while, something which will give them
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'eisure in which they can pursue cer

tain pursuits which only the wealthy

can do. I think we have got to go a

long way to get at that stage. But

fundamentally that is what we have

in mind. You may call it by whatever

name you like. Ultimately there

should be a larger degree of equality.

But equality never stays put. Equa

lity is something which cannot he

created and made to stay, ft will not

remain for al! time. Distortions oc

cur. As the well-to-do people today

profit now, more intelligent men,

cleverer men may profit later on. Such a
man may probably earn more. Some hon.
Members here said that the gift tax is bad,
the wealth tax is bad, that the expenditure
tax is bad, that they do not produce any
return. I do not think the expenditure tax is
being administered as it ought to be. In
fact, one of the things that I have been
jAing my officers is to devote some more
attention to it, because every person who
earns a couple of thousand rupees a month
is on the margin of the expenditure tax.
Either he has money to spend or he dips
into his little saving and spends the
money. So he must come in within the
ambit of the expenditure tax. It may be all
right for a man to d'P into his savings and
spend, but if he is going to spend it mare
liberally then he has to pay some tax. I
fancy that if the expenditure tax is
administered strictly, we will get more.
But on the other hand ultimately people
become careful about expenditure and that
is the purpose of this expenditure tax. We
do hot want them to spend. But this "-tate
of things has not come to pass. I cannot
have an estate duty without a gift tax. If
we do not have a very steep gift tax, then
the estate duty is meaningless and you can
take it away. The wealth tax is ultimately
regressive and the idea is that if you do not
make that wealth to produce, then that
wealth wiH have to come down. Basically
the thing is, as I think my hon. friend—he
is not here now—Mr. Sapru mentioned,
the man who labours is entitled to what he
has. But you cannot pass it on to
somebody else, except give what you
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may call a maintenance. A man can leave a
maintenance for his wife or for his minor
children.  That is all right. That is wher, the
philosophy af our taxation system comes in.
People have spoken here and i, the other
Hou'e about unearned incomes and the
surcharge. I have not put in any surcharge up to
Rs. 15,000. Somebody is left a patrimony or is
living on rents or has income from shares and if
it is up to Rs. 15,000 he does not pay any
surcharge. Above that he does. So you
cannot say that merely because of investment
in institutions which have a governmental
management, [ have taken away the
unearned income surcharge, I should even
make it wider or abolish it altogether. You
might say that this is not wealth. I would even
plead guilty, but I cannot say that the system of
tax that we have devised in this country is

Finance

not the correct one, is not a balanced one.
It is balanced and my hon. friend, Mr.
Mukut Behari Bhar-gava .

PrROF. M. B. LAL (Uttar Pradesh): I am not
Bhargava.

SHrI T. T. KRISHNAMACHARI: I am
very sorry.

AN HON. MEMBER: Heis Prof. M B.
Lal.
SHRI T. T. KRISHNAMACHARI: I am very

sorry. | remembered another hon. friend of
the same name who used to be equally emphatic
in his views. Prof. Lal mentioned and asked
about raising the limit to Rs. 5,000.
May 1 mention this to him? If a man's
income is Rs. 5,000 and he has a wife and two
children, he pays a tax of Rs. 250 out of which
there is a deduction of Rs. 215 and Rs. 35 is
left. If he makes contributions to his provident
fund" and ' ™ has an insurance  policy, well
that Rs. 35 will be very nearly wiped out. So on
Rs. 5,000 well night with the present system of
allowances, he would pay no tax. He may
pay Rs. SorRs. 7 andthat I  do not think
the hon. Member is going to say would crush
anybody. On an income of
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Rs. 400 a month  he pays atax of Rs. 2 a
month and that is not going to kill him; and we
have today in the present structure made it
possible for a person earning Rs. 500 to pay
very little tax. Supposing a man's income is
Rs. 6,000 and he contributes to his provident
fund and has also insurance premium, in all for
about Rs. 800 or Rs. 900. On that 60 per cent
will not bear any tax. He can make straight-
way deduction of Rs. 500. So Rs. 500 goes
from Rs. 6,000 and that leaves Rs. 5,500.
Rs. 4,300 i  the free limit and all the tax that he
will be paying will be on Rs. 700 at 5 per cent
and on Rs. 500 at 10 per cent; not a very large
amount. So we are proceedin,* in the
direction which my hon. friend ha; in mind and
it is my ambition, if I am able to present a
Budget which I hope I would again, that I
should not interfere with the tax structure
and that I should provide something to help
people to build houses. We have in mind,
and 1 have started investigations to start a
house mortgaging corporation. I hope 1
shall be able to bring in a Bill before this
House before long in which we will be able to
give mortgages—30 years mortgages—up to
96 or 97 per cent of the value. So that, a
man 5 pM. who is thirty can take out a
mortgage and then at the end when he retires
he will have a house which would ba free
from mortgage and he will pay from out of his
income. My intention is that, for the middle
and the lower middle-class man, whatever
he pays to meet the mortgage, should also
be free from income-tax. Similarly, 1 was
speaking the other day in the other House about
the pension fund, so that the person who is not
in a pension scheme might be able to contribute
to a pension fund. That also  should
come within the scheme of some kind of
tax concession.  So much so, we are thinking
of fringe  benefits for the lower sections,
slightly  ir favour of them, without altering
the tax struc-true. I hope I will be able to
convince, before Prof. Mukut Behari Lal
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[Shri T. T. Krishnamachari.] and I part
company, that We are still proceeding on the
right lines even though we have not reached
the goal.

Then. Mr. Oberoi, who is not here .
SHRIM. S. OBEROI: I am here.

SHrI T. T. KRISHNAMACHARI: H, is
here. I am sorry. My eyesight is perhaps bad.
H, wanted certain tax concessions for tourism
and hotels. Well, the trouble about it is this. I
hope be makes a profit in his hotels. Of
course; I know one hotel which h, has not yet
built, which he is going to build some time in
1963. I am afraid, that this is a matter which
has to be considered. After all the economy
can give a benefit to an industry only in
relation to the service that that industry does
to the economy, and I think the hotel industry
bas yet to prove that it is providing substantial
benefits to the economy. I will not say
anything more about it.

Well, one matter was mentioned by a
number of friends—Mr. Tankha, Mr. Pathak
and the Professor—about the State of U.P. |
think it is wrong for anybody to think that
U.P. has been neglected by the Centre, maybe
some part of the neglect is endemic. I re-
cognise that U.P. is a big State. I am happy to
say that had heen there recently and I spent
much time there.

SHRI G. RAMACHANDRAN: Has there
been any complaint received by you from the
U.P. Government on this matter?

SHrRI T. T. KRISHNAMACHARI: May
hon. friend, Mr. Ramachandran, knows that it
is only the child that cries that gets milk and
all States complain. They all complain.

PROF. M. B. LAL: I only quoted from U.P.
Government reports.

SHRI T. T. KRISHNAMACHARI: Yes.
They all complain. Some hon. friend who has
nothing whatever to do with Andhra was
speaking about a bridge in Andhra. I do not
know why, but, of course, a Member of the
Rajya Sabha has the whole of India as his
constituency.

[ RAJYA SABHA ]
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SHRI G. RAMACHANDRAN: He was
proving that he is a citizen of ths Republic of
India.

SHRI T. T. KRISHNAMACHARI: Anyway
I can say this. I do not know if hon. Members
know that in contrast to the financial position
of most of the States, U.P. Government is one
of the Governments which has a very large
holding of government securities and treasury
bills. The only other Government is
Mabharashtra. 1 told them: Why do you not
spend that money, because it will help me. I
have to cash these government securities. |
think this money could be usefully invested in
power and various other things. I am happy to
say that the movement that has been taking
place in U.P. during last year is significant and
hopeful. In fact, in U.P. about 92,000 wells
have been dug last year and I myself saw that
the benefits of those wells ar, something quite
heartening. A well means a Persian wheel or a
pump and that means at least one acr, of the
two acres that they have or three acres as the
case may be, producing a little mor, than what
the other lands may be producing, even up to
Rs. 700 or Rs. 800 a year. So, that is the way
we have to go ultimately. The thing to do in
U.P. is to tap the underground water, whether
it be tubewells or ordinary wells. Put in power
plants, encourage agriculture, find a market
for it

SHRI G. MURAHARI (Uttar Pradesh) :
And no industry.

SHRI T. T. KRISHNAMACHARI: No, na. I
do not say no industry. I think basically that is
the thing that will provide wealth. Industry
would. We are trying to put up a very big
industrial complex in Allahabad. We are also
thinking of one in Bareilly. There is one just
growing near Hardwar. There are also
industries ground in Varanasi. Maybe others
will come up and they will mean perhaps
ultimately, as I said, 600 or 700 industrial
units. But the basic problem would be the
question of agricultural improvement.
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PROF. M. B. LAL: The basic problem is
electric power.

SHRI T. T. KRISHNAMACHARI: Exactly.
I will come to it later. Agricultural
improvement cannot take place without
power and there is no point .

SHRI G. MURAHARI: The trouble-is that
UP. had Prime Ministers and no
development.

SHRI T. T. KRISHNAMACHARI: I have to
say one word about him a little later, but my
hon. friend simplifies a problem Problems in
India are not capable of being simplified like
that. It may be the Prime Minister, the Finance
Minister, the Home Minister or somebody else,
but these are not the people who really matter.
What really matter ar, the circumstances in
which that particular State operates. For
instance. somebody tells me about the
Pancheswar dam. The Pancheswar dam is a
very spectacular thing. You may produce eight
hundred thousand kilowatts, but when will it
produce it? For one thing, there is the political
aspect. Secondly, there is the security aspect.
Th, third thing is that it will come in the Sixth
Plan. That is why both the U.P. Government
and I have agreed that the way in which we
should develop it is by having bigger and
massive thermal power plants, maybe five
hundred thousand kilowatts in one place and
five hundred thousand kilowatts in another
place, saving what we can from the Rihand
complex. Even round about the villages of
Lucknow, the people there tell me: Look, you
have power in Lucknow, but you do not give it
to us. They want it and 1 think they should be
given. Of course, when you speak of
agriculture, you want power. Therefore, you
want fertilisers. You cannot forget industry.
And when you speak of industry you cannot
say mere industry, without bringing in steel,
cement and so on. So, that is the basic thing
that we are attempting in the Fourth Plan, of an
integrated structure, beginning with agriculture
at one end and end-

Finance

[ 10 MAY 1965 ]

Bill, 1965 1516

ing up perhaps with steel and alloy and
special steels at the other end, but all of them
have to develop pari passu. If you want to
develop agriculture, you want power. If you
want thermal power, you want cement. Then
you want steel for it ,and so on. Also, in the
districts of  Muzzafarnagar, Meerut,
Bulandshahr and Aligarh and to some extent
in Muttra and Agra the problem is one of
waterlogging and the problem is even more .

PrROF. M. B. LAL: 1 am glad that you
accept it. The Irrigation Minister refuses even
to accept it.

SHrRI T. T. KRISHNAMACHAKI: As a
matter of fact I am accepting that problem. I
think it is something which i, alive and real. 1
know that the problem its more insistent in
those districts which have the Jumna and the
Ganga on each side. Perhaps we might
postpone for about a year or by a few months
the problem in Muttra and in Agra, but in
these four districts the problems have to be
taken up. I am very happy t, learn from a
colleague of mine, who comes from Meerut,
that some activity has started in the last few
weeks. I have told them: Do not worry about
money. If money is the consideration, well, I
am prepared to give it for the removal of
waterlogging. Again, we are trying to do the
canal, the Gandak canal, which passes through
certain district of U.P. and which would ulti-
mately be for the benefit of Bihar. It is a very
big problem and nobody would be able to
make up his mind whether we have to line the
canal or we do not line it. I found that if we
did not line the canal, we would have
waterlogging there. We have agreed to line tJi,
canal. Also, there is the question of backward
districts. We have started with four and I am
prepared to admit an escalation. Maybe, it will
have to be a little more. Take the lateral roads
in U.P. We have extended the area of the road.
Originally it was from Bareilly right up to the
U.P. border in the East. Now,
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LShri T. T. Krishnamachari.] we have
agreed to take it from Pilib-hit to Dehra Dun,
but th, lateral road should mean the
development cf that area. So I am just
mentioning this not to claim any credit, not
even to say that you can forget all about it and
everything is being done, but just to indicate
that something is being done and it has
promise of success in the future. In fact one
hon. friend in the other House asked me and I
said there ere sixteen children H, s»id: "How
wiH you treat U.P.? As one child?" I said: "I
do not mind treating it as a twin". The papers
put it as a prince. I have no use of princes. I
'merely said that U.P. had 17 million odd of
population and it could be treated as a twin
and ?iven additional attention. I must say,
Madam, that if you would permit my being
somewhat optimistic, I think The direction in
which the U.P. Government is moving, if they
move in that direction all through

PrROF. M. B. LAL: U.P. is going backward
and backward every day. The per capita
income is relatively going down. Is ita lie?

SHrRI T. T. KRISHNAMACHARI: I am
going to speak about lies a little later. But my
hon. friend and I probably studied at the same
time. Perhaps he started a little earlier than
myself. In the early days we had a Governor
in Madras, I think it was very early in 1914,
and he said: "There used to be a white lie and
a black lie; the 20th century has brought in the
statistical lie". Statistics can do a lot of harm. I
see that the assessment of the per capita
income, the gross national product and our
development is all wrong, for the reason that
the development has taken place in pockets
perhaps in larger areas in a measure which
nobody here is able to find them.

Somebody said, I think Mr. Ramachandran
said it,' that some friend of his said that th,
Finance Minister did not know anything
about rural areas.

\RAJYA SABHA ]
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SHRI G. RAMACHANDRAN: [ did not.

SHri T. T. KRISHNAMACHARI: 1 am
glad he did not. T can tell him that it is
completely wrong because I learned my
economics in rural areas. We had a professor
in Madras, the first time a European
professor, who said: "Go and learn your
economics in a village; do not learn it in text-
books". We learned it in the villages. We did
noj hav, many text-books then either. We
learned it in villages. I have had my touch
with the villages all the time. I make a living
in a rural area, I do not know life in an urban
area—though it is getting urban, much to my
discontent. I think I will have to find another
place to go.

SHRI G. RAMACHANDRAN: You can
come to Gandhigram.

SHRI T. T. KRISHNAMACHARI: Maybe
that is a little too much of a rural area for me.

SHRI G. RAMACHANDRAN: You do not
know about it.

SHRI T. T. KRISHNAMACHARI: The
trouble about Gandhigram or any of these
Grams is

SHRI G. RAMACHANDRAN: Even the
Prime Minister was very happy and he did
not find it too much one way or the other.

SHRI T. T. KRISHNAMACHARI: I have a
mind of my own. I do not take everything
from the late Prime Minister.

SHRI G. RAMACHANDRAN: You cannot
have a mind on a matter on which you have
no knowledge.

SHRI T. T. KRISHNAMACHARI: That is
wher, the trouble comes. My hon. friend
wants me to believe in dogmas, and I do not.
One thing that I have not done—and my hon.
friend will forgive m, for saying this—ever
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since I was twelve is to believe in dogmas,
and I shall not believe in dogmas till the end
of my time which I hope will not b, very far
away.

SHRI G. RAMACHANDRAN: That is
common ground between both of us. i.e. no
dogma.

SHRI T. T. KRISHNAMACHARI: Anyway,
Madam, I am coming to the end. My hon.
friend. Mr. Abdul Ghani', is not here. He is a
very good friend. He is an enthusiast. He sees
defects and he sees them rightly. But then I
see defects all round, everywhere. Some
defects can be remedied immediately. Some
take time. You cannot say that so and so is a
dishonest man and therefore he must be
punished. Law does not permit me to do that.
It wants proofs.

Then Mr. Murahari—is it Murahari or
Murali; all look the same; anyway I have
heard Narahari and Murari; one of the poets
used to say—he said that every tim, I went
abroad I came back with some agencies for
my sons. If I am so powerful as all that, I need
not go abroad for that. I do not think I need
spend Government money for procuring
agencies for my sons. Th, whole problem is
this, the family relationship. Of course his
leader says that th, properties of the sons of
Ministers should be confiscated. He does not
understand that there is a Constitution. Every
individual has got some rights of his own. I
think this is completely wrong. I think he
should forget his leader for the tim, being and
he should not listen to what people say. Is
there any proof that I went abroad and come
back with an agency? Can he prove it? If not,
why does' he say that?

SHRI G. MURAHARI: In good time.
SHRI T. T. KRISHNAMACHARI: | No. You

might say "in good time", j I am not afraid of

this kind of thing. (I know what is happening in
this | place. Peoole go round and some ; people
bring this in for some purpose ;
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or other, for their own purposes, and people
think they can frighten people because of
these vague charges which cannot be proved.
Can anybody prove that I went abroad and
brought an agency for anybody, not to speak
of my sons? No. I went abroad perhaps to get
some equipment for this country, to get some
credit. I went abroad in 1957. 1 wanted
American aid for this country, 225 million
dollars. I went abroad in 1963 and I brought
equipment for "yotrto fight the Chinese. I
went abroad to Australia and brought
friendship for you. I went to Canada and I
brought equipment again and friends for you.

SHRI G. MURAHARI: Also brought sole
distributing agency.

SHRIT. T. KRISHNAMACHARI: I can tell
my hon. friend—be he the person or his leader
the person—that the Finance Minister of India
has a very clean record so far as his work as a
Minister is concerned, and I am not going to
be frightened by this kind of tactics by the
Opposition. By all means condemn the
Government; say that what I am doing is
wrong, that my policies ar, wrong. My hon.
friend, Prof. Lal, does not believe me. t is the
duty of the Opposition, but it is not the duty of
the Opposition to say something which is
untrue, something which Johnson has called a
terminological inexactitude, and think that
people will believe it. And you say "in good
time". My good friend, you will have to wait
until Doomsday to prove anything that you
say.

I am sorry, Madarn, I never liked to refer to
these personal matters. 1 se. there is an
overflow from the other House her, and I
wanted to mention the matter. It is all right to
condemn the Finance Minister perhaps for
lack of competence; by all means an hon.
Member is entitled to do it. But I do not think
any hon. Member can charge him of
something which he has done as criminal or
something like that. By all means prove that.
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SHRI G. MURAHARI: Do you deny that T.
T. Krishnamachari and Sons do have th, sol,
distribution rights ior th, best products in this
country?

SHrRI T. T. KRISHNAMACHARI: Long
before Mr. Murahari was born Mr. T. T.
Krishnamachari was supposed to be th,
biggest businessman in South India. From
1922 he was in business. In 1927 he was
supposed to be as big as any European
businessman in India. Unfortunately the sons
are not doing half as well as the father did.
Only the trouble was the father was a fool and
spent his money. Whether the sons would do
it or not I do not know. Anyway to say that
they have it—they have what the father built.
The father's name was there. What the father
built they have. To say that T. T. Krishnama-
chariand Company had got some-
+ thing—probably they did get, but the father
did nothing about it excepting

to give them his name, to give them his
business.

SHrl G. MURAHARI: H, gave his name.
That is more than enough.

(Interruption).

SHrI T. T. KRISHNAMACHARI: You
cannot say

SHrRl G. MURAHARI: A clever Finance
Minister gives his name. That is more than
enough.

SHrRl K. K. SHAH (Maharashtra): Can
anybody go on making allegations against the
Finance Minister

SHRI T. T. KRISHNAMACHARI: It does
not matter. The point about this is this. I have
not spoken to my sons. I have heard some of
my old friends telling me that they have gone
and told my sons: "Well, will your father dy
this?" I think that is a thing which is a check
on them, because I have a reputation in South
India which neither he nor his party nor his
leader nor his followers will ever get.
Anyway it is neither here nor there. I am
sorry, Madam, but
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they have referred to me and the hon. Member
has made a charge which is completely
untrue.

Madam, I am sorry to have brought this
note at the end of what might have been a
very pleasant discussion. I am most grateful
to the hon. Members for the support they have
given to the measure, and it shall be my
endeavour to see, if I present the Budget
again, which I hope I shall, to see that the
process of simplification goes on, the process
of giving fringe Dbenefits for the
comparatively weaker sections of the
community goes on, and that we have a
Fourth Plan about the scope and nature of
which we can justifiably feel satisfied and as
a result of which we will be proud when it
comes to an end. Thank you.

THE DEPUTY CHAIRMAN: The question
is:

"That the Bill to give effect to the
financial ~ proposals of the Central
Government for the financial year 1965-66,
as passed by the Lok Sabha, be taken into
consideration."

The motion was adopted.

THE DEPUTY CHAIRMAN: We shall
now take wup the clause by clause
consideration of the Bill.

Clauses 2 to 83 and the First Schedule, the
Second Schedule and the Third Schedule
ivere added to the Bill.

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

SHrRi T. T. KRISHNAMACHARI:
Madarn, I move:
"That the Bill be returned."

Tlie question was put and the motion was
adopted.

THE DEPUTY CHAIRMAN: There is a
message.



