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(ii) Statement  No.  XIII—Fortieth 
Session, 1962. 

(iii) Statement No. XI—Forty-first  
Session,  1962. 

(iv) Statement No. VIII—Forty-second  
Session,  1963. 

(v) Statement No. V—Forty-fourth 
Session, 1963. 

(vi) Statement No. Ill—Forty-fifth 
Session, 19C3. [See Appendix 
XLVI, Annexure Nos. 34 to 39 for 
(i) to (vi) respectively.] 

NOTIFICATIONS UNDER THE EMPLOYEES' 
PROVIDENT FUND:5  ACT,   1952 

SHRI C. R. PATTABHl RAMAN: I also beg 
to lay on the Table, under sub-section(2) of 
section 7 of the Employees' Provident Funds 
Act, 1952, a copy each of the following 
Notifications of the Ministry of ^Labour and 
Employment: 

(i) Notification G.S.R. No. 206, dated 
the 30th January, 1964, publishing 
the Employees' Provident Funds 
(Fifth Amendment)   'Scheme,   
1964. 

(ii) Notification G.S.R. No. 207, dated 
the 31st January, 1964, publishing 
the Employees' Provident Funds 
(Sixth Amendment) Scheme, 1964. 
[Placed in Library. See No. LT-
2508/64.] 

THE BUDGET  (GENERAL),  1964-65. 

MR. CHAIRMAN: We shall now 
commence the general discussion on the 
Budget. Shri Dahyabhai Patel will initiate it. 

We shall sit up to 1.30 P.M. 

SHRI DAHYABHAI V. PATEL 'Gujarat); 
Sir, as I rise to speak on he Budget of the 
Government of India 

for the year 1964-65, my mind goes back to 
the similar occasion last yeai when 1 had 
characterised the Government's and the Prime 
Minister's attitude to different Finance 
Minister and I had compared it to that of a 
Bluebeard who could not stand a wife very 
long. 

AN HON. MEMBER: Pardon? 

SHRI DAHYABHAI V. PATEL: I had 
compared his attitude to that of a Bluebeard. 
Like Bluebeard the Prime Minister could not 
stand a Finance Minister very long. And that 
remark roused very angry protests from the 
then Finance Minister. However, subsequent 
events have shown that my remarks were not 
unjustified. 

SHRI AKBAR ALI KHAN (Andhra 
Pradesh); Quite irrelevant. 

SHRI DAHYABHAI V. PATEL: In his 
Budget speech, the Finance Minister has 
enunciated principles which are basic to the 
needs of a developing economy. While 
stressing the importance of making the most 
efficient use of investments already completed 
and at the same time stepping up further the 
tempo of investments, he has rightly pointed 
out that the prime objectives of our economic 
and fiscal policy must be to generate savings, 
both in the hands of the individuals and in the 
corporate bodies. 

DR.   GOPAL  SINGH   (Nominated): Is 
the hon.   Member reading out    a 
statement? 

SHRI DAHYABHAI V. PATEL: He 
considers it of the utmost importance for the 
economy that the enterprises in the public 
sector should not only make profits, but 
should make good profits. He feels that it is 
equally important for our development that the 
private sector has the resources to expand in 
the fields assigned to it in our planning, and 
that in the corporate sector the primary need of    
the hour is    to in- 
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fuse some confidence. In order to make full use 
of private capital sources in the world outside, to 
augment the external aid we receive, he thinks 
we should specially welcome foreign j 
investment in the shape of equity capi-/ tal. 
According to him, the taxation policy, apart from 
producing revenue, has also to be geared to the 
paramount task of promoting growth. If these 
concepts are put into the framework of an 
integrated policy, the three interrelated problems 
of prices, growth and balance of payments would 
find a speedier solution and bring the goal of 
attaining an economy of abundance •and assuring 
to the individual a national minimum standard 
much eas er. 

The question now is whether this has been 
done. Many of us feel disappointed at this and 
feel that he has not been able to carry out his 
intentions. While he appears to give relief in   a  
certain   measure,   in  effect,   the 

relief is not there, or it is counterbalanced by 
certain other imposts which make the person 
concerned pay higher. In the case of the 
middle-class tax-payer who, I feel, is the 
hardest hit, this is particularly true, more so 
with the rising prices all over. 

The Budget proposals which he later 
announced do not, however) measure up to the 
criteria laid down by him in the earlier part of 
his speech. The overall effect of his proposals, 
whether in the field of investment or savings, 
would be depressing. What he has granted by 
one hand he has, more or less, taken away by 
the other, with the result that the tax burden on 
the individuals, barring perhaps persons in the 
lower income groups, and the corporations has, 
by and large, continued to be heavy. Even in 
the case of assessees with incomes below Rs. 
15,000, though there will be benefit as a result 
of the withdrawal of the Compulsory Deposit 
Scheme, the net burden of direct taxes will be 
much higher than that of 1952-63. It is indeed a 
paradox that in a developing economy like that 
of India where the need for an incentive 
taxation is being increasingly felt, the 

rates continue to be unduly high, while in 
advanced countries like the United States of 
America where the economy is booming, the 
income-tax rates are being slashed. In the 
United States, in the case of individuals the 
present range of 20% to 91% will be slashed 
to 16% to 77% this year, and 14% to 70% in 
the year 1965. For large corporations, the 
present rate of 52% will be cut to 50% with 
retrospective effect from January 1 of this 
year and to 48% by January 1, 1965. In the 
case of our country the need for bringing 
down the burden of taxation is all the greater. 
Higher investments in our country will be 
possible only when the corporations and 
individuals both have more savings. 

It should not have been difficult for the 
Finance Minister to lighten the burden as the 
revenue from the direct1 taxes has shown a 
considerable amount of buoyancy. Corporation 
and income taxes together during 1963-64 are 
likely to exceed the original expectations by 
Rs. 70 crores, i.e. Rs. 53 crores of Corporation 
Tax and Rs 17 crores of income tax. This is 
indeed a feature of our budgeting where re-
venues have been under-estimated and the 
expenditure over-estimated year after year. Sir, 
when I spoke last time 1 had quoted figures of 
the last preceding five years, showing how this 
had become a feature from year to year, and I 
was quoting from the Reports of the Public 
Accounts Committee which are published and 
are available to Members of Parliament and to 
the public. The same feature continues this 
year also. In 1964-65 the same feature is likely 
to be repeated despite the assertion of the Fin-
ance Minister that this year he has done tight 
budgeting. As a result of the Budget proposals, 
there will be a net gain to Revenue of Rs. 40 
crores and to Capital of Rs. 50 crores during 
1964-65. And this is in addition to the heavy 
burden already jmposed. As against the 
original target of Rs. 1,100 crores of additional 
taxation during the whole of the Third Plan at 
the Centre, the taxation measures introduced 
till the last year's Budget alone 
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sum of little over Rs. 1,900 crores cf 
additional taxation to the Centre, that is to say, 
an excess of Rs. 800 crores during the Plan 
period. This year's Budget proposals would 
substantially increase this amount. How such 
heavy taxation will leave enough savings at 
the hands of the individuals and of the 
corporate sector and induce investment in pro-
ductive enterprises and to what extent it will 
attract foreign equity capital for which the 
Finance Minister is so keen, time alone will 
show. But the indications do not seem to be 
very favourable. Foreign equity capital, par-
ticularly, is in great demand in a capital-
hungry world, and it naturally flows to places 
where it finds the terms and the climate more 
favourable. If, therefore, we want to attract 
this foreign equity capital, our taxation rates 
will have to be competitive. 

Another point which needs consideration is 
that the sun: total of all the taxes imposed in 
India exceeds the total income of an assessee 
after a certain level of income, when erosion 
of capital starts. In the Kaldorian scheme of 
taxation which the Finance Minister accepted, 
the ceiling on income-tax rates was put at 45 
per cent. But in our present scheme of 
taxation, all the unfavourable features are 
introduced without the redeeming ones. For 
instance, the various allowances which are 
granted to an assessee in advanced countries 
are denied to us. The incidence of tax in India 
as percentage of earned income, salaried 
income, is much higher than in advanced 
countries with the result that the net income in 
the hands of an assessee in India is 
considerably lower. Perhaps the burden of 
taxation on assessees could have been less if 
the public sector enterprises had made the 
expected contribution to the exchequer. 
Against the anticipated surplus of three 
hundred crores of rupees at the Centre during 
the Plan period, the public sector enterprises 
have paid a dividend of Rs. 1-36 crores in 
1962-63 which is expected to go up to 2-16 
crores in 1963-64 and 2-32 Crores    in 

1964-65. This has been paid on an investment 
of Rs. 806-47 crores in share capital and the 
return works out to 0-25 per cent. In effect, the 
people are being whipped for the failure of 
planning and for the failure of man-agament of 
these plans and for the failure of Government. 
The Finance Minister admits that the Super 
Profits Tax produces psychological resistance 
and affects industrial growth to some extent. 
The Super Profits Tax goes but it is substituted 
by a Surtax on "profits of companies. Even 
with a higher standard of deduction, and the 
inclusion of some loans in the capital base and 
the grant of some rebate of Corporation Tax in 
respect of a few scheduled industries, the 
burden of the new Surtax on companies will by 
no means be small. The Surtax has no 
provision for setting off deficiencies. Since this 
Tax is in the nature of Excess Profits Tax, it 
should have, in fairness to the assessees, 
provided for fluctuation, in the fortunes of the 
company. In fact, the Excess Profits Tax had 
even a provision for the carry back of 
deficiencies. The Surtax also does not contain 
provision of allowances of ten per cent, of the 
amount when carried to the reserves. Besides, 
some essential industries like automobiles 
which have a higher priority or account of their 
strategic importance on our capital incentives 
have not been allowed the rebate. It is argued 
that the incidence cf Surtax on industries will 
not be heavy. If that be the case, the collections 
from this source could not be so large that the 
Government could not give up the revenue and 
allow to the industrial sector the much needed 
incentive for its growth. The proposal to levy a 
Dividend Tax on equity capital runs counter to 
the policies of Government to boost up 
investment. On the contrary, it is bound to 
dampen the investment climate and is, 
therefore, a retrograde step. The imposition of 
the Capital Gains Tax on bonus shares will be 
another inhibiting factor to the investor. It will 
he in the nature of double taxation or perhaps 
treble taxation because the bonus shares are 
given from resources built up    after 
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payment of tax. Fur'.hsr, bonus issues are 
subject to Super Tax of twelve per cent. A tax 
then for capital gains is, therefore, inequitous. 
The removal of the ceiling for Capital Gains 
Tax is anotlher undesirable feature of this 
Budget. The increase in the rate of Super Tax 
from twenty-five to thirty-five per cent, in the 
case of companies in which the public has no 
substantial interest or which are subsidiaries of 
public companies is not a wholesome feature of 
the Budget as this will tend to retard the rate of 
industrial growth. ' These companies are 
performing a very useful role end, therefore, do 
not deserve to be discriminated against. The 
Finance Minister has given a ■warning that the 
continuance of the Development Rebate in its 
present form from the 1st April, 1966, should 
not be assumed. This is rather odd that in the 
face of the present nead for accelerating the 
rate of capital formation this warning should 
have been issued when far more advanced 
countries like the United Kingdom only last 
year announced liberal allowances to promote 
capital formation. The to'al allowance in the 
first year amounts to a minimum of fifty-five 
per cent, in the case of plant and machinery, 
twenty-four per cent, in the case of industrial 
buildings. The allowances in respect of capital 
expenditure on scientific research amounts to 
one hundred and thirty per cent, of the 
expenditure, comprising of one hundred per 
cent, annual allowance and thirty per cent, 
investment allowance in respect thereof. The 
reimposition of the Expenditure Tax and 
steepening of the rate of Estate Duty and the 
Gifts Tax. to put it mildly, are harsh steps, 
hardly justified. The rate of higher levels in the 
case of Estate Duty and Gifts Tax are 
confiscatory and punitive and will react sharply 
on the propensity to save and as a result affect 
the investment and capital formation will be 
just the reverse of what the Finance Minister 
expects. The decision to reimpose the Expen-
diture Tax will tend to undermine the 
confidence of the public in regard :to long-term  
policies  of Government 

Such frequent changes in Government policies 
cannot but have an upsetting effect on the 
public. Moreover, past experience has shown 
that the collection of this Tax is not com- 1 
mensurate with the time spent, the expenditure 
incurred and the energy that is to be spent both 
by the Government and the assessee. Inequitous 
• distinction between earned income and 
unearned income has not been a happy feature 
of our tax system. A I higher incidence of 
taxation on unearned income is not compatible 
with the ideology of inducing the people to 
invest their savings in productive enterprises. 
The discontinuance of the Compulsory Deposit 
Scheme is to be welcomed but the introduction 
of the Annuity Benefit Scheme in place of the 
Compulsory Deposit Scheme at income levels 
above fifteen thousand rupees per annum on a 
graduated scale has taken away the grace of the 
relief granted. Under the Annuity Scheme the 
net increase in the hands of an assessee will be 
lower than it has been heretofore. Certain 
ranges of income will be put to avoidable 
hardships apart from the time consuming 
formalities that will have to enter in it. It 
descends heavily on a class of people who have 
marginal capacity to save and invest. All these 
schemes could have been put on a voluntary 
basis: if necessary, the term could have been a 
little more attractive or else provision should 
have been made for the purchase of Treasury 
Saving Deposit Certificates or negotiable bearer 
bonds on a compulsory bas's. The provision to 
tax the Annuity payments in the hands of the 
taxpayers is the most undesirable feature of the 
scheme because at higher levels of income 
quite a good percentage of this repayment will 
be taken away in the form of taxation. The 
provision for deposit of Income Tax due within 
one month of the submission of the returns and 
a levy of a penalty of fifty per cent, of the 
amount of tax payable in case of fail-" ure to 
pay the tax is very severe. The time limit 
should be suitably extended. It is proposed to 
allow to resident assessees who are not    
citizens 
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in Income Tax and Super Tax on a sum of two 
thousand rupees per child up to two children 
under twenty-one years of age receiving j 
education outside. In India too, the education of 
children has become a very costly item and 
puts a severe strain on the finances of the 
middle classes particularly with the rising price 
line all round. There is no reason why a similar 
rabate should not be granted to Indian citizens 
as well. Further, in a number of countries 
rebates are granted for medical expenditure 
incurred. In the United Kingdom, the State 
provides for medical relief. Here too some sort 
of relief for medical expenditure should 

be granted to Income Tax 12 NOON 
payees.   Grant ot exemption 

to all intercorporate dividends from 
Super-tax and removal of the provision in the 
income-tax law respecting disallowance of 
expenditure incurred by companies on the re-
muneration of their Indian employees above 
Rs. 60,000 per annum for each employee are 
welcome features of the Budget. But in the 
latter case, the provision regarding perquisites 
nullifies the concessions granted to a great 
extent The exemption of section 23-A 
companies engaged in the manufacture or 
processing of goods or mining or generation 
and distribution of power from the existing 
requirements of compulsory distribution of 
dividends has removed a long-felt grievance 
of the industry. Tax exemption to foreign 
technicians for three years provided 
Government approval is obtained within one 
year on their arrival in India has removed the 
difficulty which was hitherto felt in this  
respect. 

The Finance Minister should give second 
thought to his proposals for doing away with 
the secrecy provisions in the Income-tax Act 
and other similar enactments and for having 
powers to make rules to stop abuses in certain 
types of business expenditure, as also with 
regard to powers of search  and  seizure.    
Such  large  dis- 

cretionary powers in the hands of the 
executive are likely to cause greater 
harassment to law abiding citizens than to the 
unsocial elements. This will, at the same time, 
open more opportunities for corruption. 

I have criticised corruption in this House so 
often. I am not against Government coming 
down with a heavy hand on people who are 
engaged in corruption. I would like to see 
come true the Home Minister's assurance that 
he will put down corruption within a short 
period. But the drastic powers that are 
proposed to be given, to my mind, are likely to 
lead to further corruption than eradicate it and 
past experience has also shown that my fears 
are not unjustifiable. Therefore, I would re-
quest the Finance Minister to reconsider some 
of the aspects of his Budget and be true to the 
assurances that he has given to the country. 
Hie began by giving an assurance that he was 
going to give relief. Unfortunately, it has 
proved to be completely illusory. The tax-
payer is going to pay more, particularly the 
middle-class tax-payer, who has suffered all 
these years. I would like the Finance Minister 
to give serious thought to this. 

Thank you. 

SHRI K. SANTHANAM (Madras): Mr. 
Chairman, I rise to accord my warm support to 
the Budget proposals as presented by the 
Finance Minister. In his Budget Speech, the 
Finance Minister has given us a lucid' and im-
pressive exposition of fiscal policies which he 
intends to pursue. I am in whole-hearted 
agreement with all those policies. In my view, 
the most important of them are: Firstly, our 
economic' development should be so geared as 
to yield an increasing rate of production, 
especially in regard to essential commodities. 
Secondly, our-investment should be made so 
as to be productive and as far as possible 
unproductive investments should be avoided. 
Thirdly, our administration   should   be   made   
mor»   efficient- 
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and strict economy should be enforced. 
Fourthly, he has said that the range of 
inequalities in income as well as in wealth 
should be reduced, gradually but steadiiy and 
he has stressed the need for expanding the 
Government's activities on social welfare and 
social security. I am very particular about the 
last item, social security, which has not found 
much piace in the Budget. In some States, 
feeble attempts are being made to provide old 
age pension or destitute relief. I think 
piecemeal attempts like this will only create 
more and more discontent among the people. 
The time has come when the Government of 
India should formulate a real national policy 
on social security, starting with old age 
pension. I do not mind where they start from. 
They may start with people of 65 and above. 
The provision may be merely Ks. 10 or Rs. 15 
per month, but it should be started on a 
national scale and cover all classes of people. 
The Finance Minister has provided family 
pension for Government servants. I welcome 
the proposal, but Government servants are a 
small fraction of the population and they are 
not the poorest section of the population. In 
the villages, I have come face to face with 
people who are utterly destitute, who do not 
know how to live and for whom no provision 
has been made. I think that it is not right that 
free India, after sixteen years of freedom, 
should say: We are not yet ready to give you 
any kind of relief. Therefore, I suggest that 
the Finance Minister should take early steps 
to evolve a national system of social security 
for all the people of this country. 

N»w, Sir, I am glad to find that the Finance 
Minister has resisted the claims of fanatics 
from both the right and the left. It will be very 
regrettable and harmful to the country if he 
yields to the clamour of many people who 
want the Government to manu-fac'ure 
cigarettes, to trade in rice and grains and 
possibly in vegetables and fruits.   I think all 
this is crazy.   The 

Government should concentrate OH those 
things which other people cannot do. In fact, it 
has got tremendous work to do in developing 
power, in developing our basic industries and 
transport and communications. Yesterday a 
responsible person told me that if we are to 
achieve even the level of Japan, the V^r capita 
income of which is only five times that of 
India, then our power production must be of 
the order of over 100 million kilowatts, while 
it is only about ten million kilo-waits now. 
That is the range of development that is 
needed. Therefore, it is right and necessary 
that the Government should concentrate only 
on those things which cannot be done by 
others and concentrate on them with more 
effect. 

I am also in general agreement with the 
taxation proposals. The proposals are based 
on some general principles. First is that the 
present taxation is very complicated and it 
should be simplified and rationalised. In the 
case of excise duties and also direct taxes he 
has taken some steps to simplify and 
rationalise the structure. I warmly welcome 
those proposals. 

Then, a second set of proposals are intended 
to reduce the range of inequalities, especially 
the Estate Duty and Gift-Tax. He has raised 
them very steeply. In principle they are 
justifiable, but I am very doubtful about the 
ability of the present Government to enforce 
them. They are likely to be evaded in a large 
measure. I suggest that if he is anxious to 
enforce these taxes, he must immediately set 
up a National Valuation Commission, with 
branches in every State, which will vahie all 
buildings and lands, all immovable property. 
All kinds of taxation—income-tax, wealth-tax 
and also stamp duty—also, the local nroiDPrty 
tax, the municipal tax should be based On the 
Valuation Commission's report. Now, recently 
I w°nt to Calcutta and Bombav to find nut 
about the pvasion of tax and of corruption.   
We were told by responsible- 
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officers that properties worth Rs. 50 lakhs are 
registered for Rs. 15 lakhs and 20 lakhs. 
Thereby, the stamp duty, the local property 
tax, income-tax and wealh-tax are all evaded. 
Large-scale evasion is going on. Unless we 
take steps to prevent evasion simply raising 
the rate of taxation is not going to do any 
good. 1 understand that in Great Britain there 
is a National Valuation Commission which 
values all kinds of property and whenever 
there is any dispute the estimate or rather the 
rinding of that Commission is binding upon 
all the partties. If a similar thing is done, not 
only the Central taxes will be collected 
properly but also all our municipalities, 
corporations and State Governments will gain 
immensely. I am afraid that the expenditure 
tax will only give rise to all kinds of false 
statements as in the case of election 
expenditure. No one is likely to give a true 
statement of his expenditure. He will 
distribute his income among his relations, 
among his sons, daughters, etc. Each will be 
spending, and therefore, unless all the 
members of a family and their relations are 
asked to submit separate expenditure 
statements, there will not be any proper basis 
for enforcing this tax. Therefore, I do not 
expect that it will be a good tax. One may not 
object to the principle of the tax. but it is not a 
tax which can be enforced, and a tax which is 
not enforced is a breeding ground for all kinds 
of evasion and corruption. It is one of the 
great evils of our present policies that we have 
got too many measures which we are not able 
to enforce. Therefore, all kinds of touts, 
contactm'en and others who become skilled in 
evasion of these taxes begin to nourish. We 
have got almost a professional class which 
helps all businessmen and other people to 
evade these taxes. It is almost like the lawyer 
class or the auditor class. It has become one of 
the most important classes in Delhi. Its 
number is legion. There must be thousands of 
such people whose sole business is to see that 
as   much tax is   evaded    as 

possible.    Therefore, it is not right to give 
more scope for such people. 

I welcome the abolition of the secrecy 
clause regarding income-tax, estate duty and 
wealth tax. When the Income-tax Bill was 
before this House, I actually put forward an 
amendment and pleaded that all assessments, 
especially assessments of, say, over Rs. 
10,000, should be published. Today what is 
happening? The lawyers give in their 
statements only part of their income. The 
doctors take half of their fees in cheque and 
half of their fees in cash. All the actresses, if 
they get Rs. 1 lakh, show in account only Rs. 
10,000, and Rs. 90,000 go in the form of cash 
or jewellery or other kinds of things. If the 
Government systematically publishes the 
names of all these people, their prestige within 
their own class will be affected. If a leading 
lawyer practising in a High Court is taxed 
only for Rs. 5,000 or Rs. 10,000 or Rs. 20,000 
a year, then his prestige will fall suddenly. 
Therefore, we must mobilise public opinion 
against this evasion of tax. One of the best 
means of such mobilisation is to publish them. 
I am not satisfied with the present provision 
which only says that secrecy will be lifted. 
The Government must take the positive step 
of publishing the various categories of 
assessees and the assessments and whether 
they have paid their assessments or not. 
Therefore, it will become a matter of prestige 
for them to give a proper statement of income 
and to pay the income-tax. It is only in that 
way that public co-operation for this purpose 
can be mobilised. 

Now I come to the question of economy. Of 
course the Finance Minister has mentioned it, 
but there is no indication that any serious 
steps to enforce economy in the Government 
have been taken. The need for economy is 
obvious from the fact that the increase in 
Government expenditure is greater than the 
increase in national income. In 1962-63 the 
total increase in national income was Rs. 230 
crores. The increase in Central    Gorernmant 
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expenditure under revenue account alone was 
Rs. 272 crores. If we add to this the increased 
revenue expenditure of all the States, it will 
be evident that the Government is spending 
every year twice or thrice the total increase in 
national income. And what is the result? Of 
course the Government services may get a 
better deal, but with regard to the non-official 
population who are the vast majority, their 
standard of life is bound to fall. Therefore, 
strict economy must be enforced. I think it 
can be enforced. I would suggest to the 
Finance Minister that he must take a decision 
to retrench 25 per cent of the Class IV staff 
and at least 10 per cent of the Class III staff. I 
do not want any single Government servant to 
be dismissed or to be discharged. But if in 
future recruitments for the next 10 or 15 years 
it is: decided that, recruitment will be made 
only for 75 per cent of the Class IV 
retirements and only for 85 per cent of the 
Class III retirements, then there will be a 
steady economy throughout the 
administration. I am sure that this economy 
will increase efficiency. Everywhere there are 
too many of these people, clerks, peons and 
others, going about, who have no work what-
soever in most of the offices. Therefore, if 
you give them more work, there will be more 
efficiency and therefore +his is a thing which, 
the Finance Minister ought to give his 
attention to. 

Now I come to the Defence Ministry. Of 
course our country being in a state of 
emergency, it is considered to be rather 
unpatriotic to say anything about the Defence 
Ministry. But I do think that the Defence 
Ministry deserves very close attention, and if 
the Finance Minister is strong enough, he can 
effect an economy of at least Rs. 100 crores in 
the Defence budget. We propose to spend for 
1364-65 Rs. 717.8 crores in revenue 
expenditure and Rs. 136 crores in capital 
exuendi-ture for purposes of defence. This is 
Rs. 50 crores more than that for the year 
1963-64 though this     year as well as 

29 R.S.D.—3. 

last year there have been no actual military 
operations. Members may think that the bulk 
of this expenditure goes in the form of salaries 
to officers and soldiers. Only one-third 0f this 
Defence expenditure is spent as salaries and 
allowances. The other two-thirds are for 
various purposes. The pay and allowances 
account for only Rs. 216 crores out of Rs. 728 
crores; transport Rs. 42.1 crores; 
manufacturing and research Rs. 154 crores. I 
think here this is a big leaky budget. So far as 
manufacturing is concerned I do not see why 
the Army should take to manufacturing things 
which are manufactured by other people. Our 
Army is in many respects a medieval army. 
We are spending over Rs. 10 crores on 
animals and their maintenance. These are 
days in which the animals have no place in 
any kind of fighting. 

SHRI A. B. VAJPAYEE (Uttar Pradesh) : 
They are useful in the hilly areas. 

SHRI K. SANTHANAM: In the hilly areas 
only the small tanks are required. Please find 
out whether your cavalry fought in the NEFA 
region. They could not go there at all. 

SHRI A. B. VAJPAYEE: For transporting 
goods. 

SHRI K. SANTHANAM: Some mules may 
be useful, but they are only a small part. The 
bulk of the expenditure is for the sake of show 
and prestige. Horses are good for processions 
but they are not good for the Army. These 
military farms on which we are spending 
nearly Rs. 6 crores are giving a return of only 
Rs. 1 crore. So, why should it not be 
transferred to the Food Ministry- They should 
manage them as economic farms and give the 
produce   .   .   . 

SHRI C. D. PANDE (Uttar Pradesh): If the 
profit is Rs. 1 crore out of Rs. 6 crores, it is 
good return. Is it Rs. 1 crore out of Rs. 6 
crores? 
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SHRI K. SANTHANAM: NO, the amount of 
Rs. 1 crore is the gross return on an 
expenditure of Rs. 6 crores and so, there is a 
net deficit of Rs. 5 crores a year. Therefore, 
the military farms are not economical. 

So far as fundamental research is 
concerned, it does not belong to the Defence 
Ministry. We have got expensive laboratories 
all over the country but why should there be 
duplication in the Defence Ministry? In fact, 
for the last ten years an attempt has been 
made in the Defence Ministry to build up a 
separate empire altogether to duplicate every 
thing. They manufactured on the civil side and 
all kinds of things have crept in. It requires a 
thorough cleansing and this will result in a 
great deal of saving. Will you, Sir, believe me 
when I say that the Army spends Rs. 4 crores 
on mere stationery and printing and this is 
more than what is spent by the Railways or 
more than what is spent by all the other civil 
departments put together? 

SHKI A. B. VAJPAYEE: They write protest 
notes. 

SHRI K. SANTHANAM: I do not know. I 
am only saying that all sorts of things are 
done in the Army. 

SHRI SANTOSH KUMAR BASU (West 
Bengal): Does it pertain only to the Army or 
to the Armed Forces, the Navy and the Air 
Force, all taken 'ogether? 

SHRr K. SANTHANAM: All of them 
taken together. I will give you the details. For 
the Army, the printing and stationery 
expenditure is Rs. 322 lakhs, for the Navy it is 
Rs. 7-4 lakhs and for the Air Force it is Rs. 
36-4 lakhs. 

And then comes the stores purchase. T 
think greater leakage occurs in the Military 
Stores Department than in the Civil Supplies 
Department and I know that in the Civil 
Supplies Department    generally the   
Government 

pays at least 10 to 15 per cent, more than the 
value. Therefore, you can imagine how much 
more they should be paying for the military 
stores. In the Air Force, the stores take up 
more than half of the budgeted amount 
Rupees sixty-seven crores out of Rs. 125 
crores go for aviation stores. I am not saying 
that much of it may not be justified. But we 
require a regular scrutiny squad attached to 
the Army, the Navy and the Air Force, which 
will continually audit and scrutinise the 
expenditure and see if economies cannot be 
effected. I have no doubt that as much as 
probably Rs. 100 crores can be saved in our 
military expenditure and that burden On the 
people can be reduced. 

Well, again, the Finance Minister has 
mentioned in his Budget Speech the need to 
rationalise the financial relations between the 
States and the Centre. They are becoming 
more and more chaotic. 
Li'HE IJEPLix CHAIRMAN in, me Cftairj wow, 
approximately, one-thua ox uie total amounts 
given as subventions, grants and loans nave to 
be returned to the centre in tne lorm ot interest 
ana repayment of loans. Ana what is 
happening is that the Government of lnuia is 
giving loans for unproductive purposes. The 
State Governments take loans from the Centre 
and build medical colleges, engineering 
colleges, elementary school buildings and 
other things. How can we expect any State to 
repay these loans with interest except through 
taxation? To give loans to the States, which 
can be returned only through taxation, I think, 
is a wrong policy. But the States do not mind, 
because the States say, "If you have to pay, 
then we will ask for more. If you have to pay 
Rs. 100 crores this year, we will ask for Rs. 
200 crores, spend Rs. 100 crores and repay 
the other Rs. 100 crores." This is the financial 
relation that is going on between the Centre 
and the States. There is no sense of 
responsibility on the part of the States, and the 
Centre is not in a position to say to any   
State, 
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'You are investing your assets very badly, you 
are incurring unnecessary expenditure. Cut 
down your expenditure. See that your assets 
yield profits." It is not in a position to say that 
because the States will say, "We will strike", 
and there will be political repercussions. 

SHRI M. RUTHNASWAMY (Madras) :  It 
is the same party. 

SHRI K. SANTHANAM: Whether it is the 
same party or other parties, the thing is that 
when the State is against the Centre, all the 
parties in the State combine together against 
all the other parties at the Centre. Where 
regional considerations come in, these party 
feelings disappear, I may say. Everybody 
wants railway lines in his own State; the 
Swatantra Party people and the Communists 
all join together. Therefore, my feeling is that 
the Centre should create an independent body 
for financing the States, a body which will 
look at things more from the point of view of 
business principles, so that no political 
influences will be possible. The Planning 
Commission may scrutinise the projects and 
the financing body—it may be a branch of the 
Reserve Bank or some organisation of mat 
type—will scrutinise, and it will issue only 
such amounts as are invested properly. The 
Central Government should not take the 
responsibilitv for the prooer implementation 
of the S*ate Plans. It should be done by this 
bodv; it will have the power to say, "You have 
not spent last year's allotment prooerly. 
Therefore, we are not going to give vou this 
year's allotment." It should be a body wh'ch 
will be guided only by business principles and 
not by political considerations. Therefore, the 
financial relations between the Centre and the 
States should be put on a proror basis, srants 
under article 282 should be stopped. The 
grants should be determined bv the Finance 
Commission once for five vears. and there 
should be no change. So far as loans are 
concerned, they should be given onlv bv a 
special branch of the Reserve Bank or a new 

organisation to be set up for the purpose. On 
the lin^s of ILe Planning Commission, you 
may have a Central Finance Commission 
permanently which will deal with loans, 
collections, instalments, interest and every-
thing. 

SHRI AKBAR ALT KHAN: Cannot the 
Finance Commission which is to be appointed 
deal with this matter? 

SHRI K. SANTHANAM; The Finance 
Commission is a temporary body: if it is made 
into a permanent Commission, then it may be 
able to do that. 

Now I will take only a few minutes and it is 
to speak about the Fourth Plan. It is obvious 
that because we had all accepted the Third 
Plan, we had to accept all the consequences. 
Therefore we have to learn from the lessons 
of the past and draw up the Fourth Plan 
accordingly. The previous Plans were made 
like this; first you estimated the expenditure 
and then tried to see if you cannot have some 
resources, whether real or on paper, to meet 
the expenditure of the Plans. I think the 
process should be reversed. This year the 
Finance Ministry should tell the Planning 
Commission that these are the possible re-
sources for the next five years—of taxation, 
of loans, of savings of foreign assistance—
and you plan accordingly. You should not call 
for expenditure from all the States. Last time 
they gave three times the possible resources. 
You must tell Madras: "We are going to give 
you Rs. 200 crores; give a plan for Rs. 200 
crores", and they should distribute it between 
the districts, the taluks etc. Then we will get a 
realistic plan. Instead of that we get all kinds 
of plans and then, at the Centre, you ask the 
States to reduce their plans to one-third, and 
the States cut down all the district plans and 
all the village plans leaving only the 
provincial plans. All that procedure must go, 
and they should concentrate on what the 
Finance Minister has called 'productive 
investments'. There are many    investments 
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[Shri K. Santhanam.] which have been 
made during the last three Plans, which 
have been wholly unproductive. I do say 
that no more capital should be sunk in 
these items. There are many items—I do 
not want to single them out—in which we 
have invested enough, crores and crores 
of rupees. We must tell them: "Convert 
the capital already sunk into a revolving 
fund." We must tell them: "Whatever you 
can recover from the loans, you reinvest. 
We have no objection, but don't ask for 
more. We have already given enough for 
this purpose." Hundreds of crores of 
rupees have been given for handloom, for 
khadi, for cottage industries and some of 
the agricultural plans also. For instance, 
even for minor irrigation; if you take the 
net result, you will find that the minor 
irrigation area has not increased. While 
new irrigation has been developed anc* °'d 
irrigation has gone out of use and the net 
result is nil, while the capital investment 
has been of the order of many hundreds 
of crores of rupees. Therefore we should 
tighten all these investment policies and 
see at least that every crore invested 
during the Fourth Plan, either by the 
Centre or the States, brings at least 7 per 
cent, 8 per cent, 10 per cent return. If it 
does not do so, we must say that the Gov-
ernment has failed in its duty, and it 
should take full responsibility. 

Only one word more. The Government 
of India have brought, into existence 
panchayat raj institutions all over the 
country; practically every village is 
covered with a panchayat, and then a 
group of village, 60 or 70 villages have 
been grouped under panchayat samitis, 
and then there are the zlla parishads and 
many of them axe doing very good work; 
they have all come into existence, but 
they have no resources. In France such 
institutions get an income of Rs. 50 per 
capita. But in U.P., in Punjab the 
panchayats do not get 4 annas per capita. 
I had the privilege of being the chairman 
of a committee to investigate these 
panchayat finances. We 

have recommended that every panchayat 
in this country should be assured a 
minimum grant from the Centre and the 
States of one rupee per capita an<j they 
should raise another rupee at least, and 
with two rupees per capita they can 
provide the minimum civic amenities to 
the villages. Similarly the panchayat 
samiti should have one rupee per capita 
as grant and it should have its own 
taxation, and we have also suggested that 
special finance corporations should be set 
up in each State to give loans to these 
panchayats to build up remunerative 
assets. There are many places, vacant 
plots on which if they build a market, they 
may get a minimum return of 15 per cent, 
or 20 per cent. But they have no capital, 
and therefore, to provide the capital needs 
o* these panchayat institutions the com-
mittee has suggested the setting up of 
panchayat finance corporations. I do 
suggest to the Finance Minister that he 
should not brush aside the claims of these 
panchayatraj institutions saying that they 
are the responsibility of the States. No 
doubt they are the responsibility of the 
States, but the States can say that if they 
had been left alone, they would have 
developed the panchayatraj institutions 
slowly, as and when their resources 
developed. It is due to the pressure from 
the Centre that these institutions have had 
to be aet up on a universal basis all over 
the country. Therefore the Centre cannot 
escape responsibility. The Centre should 
share the responsibility with the States 
and provide the panchayatraj Institutions 
with the minimum funds which will 
enable them to live, and if they function 
well, then a great deal of the burden will 
be taken away from the State 
Governments and the Centre. Otherwise 
these institutions will become centres of 
discontent and unrest, and it will be .a 
headache to both the States and the 
Centre. 

With these few remarks. I whole-
heartedly welcome the Budget proposals 
and congratulate the Finance Minister on 
his excellent performance Thank you. 



3763       Budget  {General) [ 10 MAR.  1964] 1964-65 3762 
SHRI      SONUSING        DHANSING 

PATIL      (Maharashtra): Madam 
Deputy Chairman, while according 
general support to the Budget proposals I 
have got a few observations to make. The 
Budget, if I can describe it, is just like the 
curate's egg, good in parts and bad in 
many part;, but it is presented with an 
acumen and ingenuity of a businessman; 
an intelligent and experienced adminis-
trator as he is, he has tried to present the 
Budget in such a manner that it becomes 
rather an essay in ingenuity and it is 
difficult to understand the exact 
implications of this Budget. The other 
aspect which I can say about the Budget 
is that the Budget has tried to do some 
good to the industrialist and businessman, 
but it has neglected the farmer altogether; 
no fair deal is given to the farmer who is 
supposed to be the key man in agri-
cultural production, and if at all he is 
mentioned, he is mentioned very' 
cursorily and no positive help has been 
given to that man. 

Madam, one of the most important 
factors in the country's Budget is the 
period for which the Budget is presented. 
Several State Governments have made 
recommendations to the effect that the 
present period from 1st of April of a year 
to 31st of March of the following year is 
not suited to Indian conditions, that 
maximum use of the money is not made 
and r.iucn of the money spent is not 
gainfully employed so there should be a 
change in the period, it should be from 
the 1st of August, or even it can -toe a 
little farther, I mean from the 1st of 
September to 30th of August, so that, the 
country can spend the money gainfully 
and also get more work out of the money 
which is provided. I made this 
suggestion, when I came first to 
Parliament and I made it to the then 
Finance Minister—Mr. T. T. 
Krishnamachari—in 1957. And the reply 
given to me was that considering the pros 
and cons of the suggested change, the 
balance of convenience was in favour of 
retaining the present period.   With due 
respect to his bril- 

liance and intelligent working i still feel 
that he has not abandoned his orthodox 
thinking for which he is little known but 
he is known for his unorthodox thinking 
and think this is one of the orthodox 
things which is still in the thinking of the 
Finance Minister. 

Secondly, he has presented a Budget 
which leaves some surplus, a surplus of 
Rs. 54 crores. But the attempt to 
rationalise the tax structure does not bring 
about any radical change in the 
Government policies. As the Finance 
Minister of the country he will have to 
rethink and come out with bold ideas, 
with new ideas as to how to gear up the 
economy of the country. Madam, we have 
seen from the President's Address that the 
economy is being geared up is self 
generating and self-sustaining. Do we see 
any signs of such an economy? I am very 
doubtful whether the economy is so. Our 
economy is sustained by foreign aid; we 
get a lot of foreign aid, but much of the 
foreign aid, a substantial portion of it is 
eaten up in consumption, and it has been 
commented on by one of the observers 
looking at our Plan that nearly 75 per cent 
of the foreign aid is being consumed in 
the country and very little is left for Plan 
expendi ture. To quote Vinobaji, he says 
that India hardly gets one anna per day 
per man for development. Can this poor 
country go on with such * meagre fund 
and think of its development? There is a 
claim that this Budget is a Budget for 
growth. Are there any indications that the 
growth is towards! a socialist economy? 
Are there any indications to show that the 
Bbubaneshwar spirit is reflected? No 
doubt there are '»me brighter aspects, but 
those aspects are concealed in such a 
manner that we can neither have any 
inkling into socialism nor can we see any 
radical change in the taxation policy. 
Madam, in a poor country, in a 
developing country like India, the tax 
structure or the taxation policy should be 
so attuned that 
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[Shri Sonusing Dhansing Patil.] it  reflects  

the common  man's    mind, it  reflects  the 
common  moil's     needs and it caters  to  the  i 
ommon    man's needs. And     fcrr  that     
purpose     the country's  taxation  policy  should     
be broad-based.  It is not broad-based; it has 
tried to cull out incomes or    revenues from a 
few pockets. And that is  going  to  help  in the 
country's requirement of capital formation.    
AndJ that capital formation can only    come 
very substantially  from    .agricultural 
production, which provides    bath the raw  
materials  for  the  industry     anc1 also  provides  
employment,     substantially, to a very large 
section of   tne masses.     So     while     
discussing     the taxation proposals or even 
formulating    the    taxation     proposals,      the 
Finance Minister has to think    whether he can 
collect adequate revenue from all those pockets 
which are able to pay the tax.   If that is not.    
then I think the country's  economy    will not 
stand on  its  own.    It cannot be self-sufficient     
and     independent     of other sources.   
Whatever foreign aids we get by way of P.L. 
480 acts as the greatest restraint on our    
production which, if I may say so, is the greatest 
single enemy  of agricultural production.   It 
might look as a very strange proposition from 
one belonging to the Government Benches but I 
am saying what  I  feel.   My  seven  years'     ex-
perience in    Parliament has not dislodged me 
from that thinking, namely, that the P.L. 480 is 
destroying the agricultural economy of this 
country. I have written times without number 
and also spoken to important national  j leaders  
that this  P.L.  480  Mission  is a  suicidal   
Mission   to   this   country's agricultural   
production.     Now   today our esteemed Food 
Minister,    Sardar Swaran Singh, who is a 
practical man, is going abroad for demanding 
more food   So that brings  in a psychology 
when  we  are    not    able    to     react sharply,  
independently,  to any    proposal  of  national     
importance.   And these are the consequences    
of    this P.L. 480.   Even if I have to take food 
with a friend, I feel that I am indebted  to  him.    
Now  we      are      getting crores and crores    
worth    of   wheat, 

cotton and jute from America. And the cotton 
that is imported is not so much to serve the 
common man but the mills derive the highest 
benefits. They make immense profit. That has 
been said in the Budget Speech itself. They 
have to be checked. So if these imports are 
meant just to swell the pockets of the 
profiteers, is it going to be a socialist 
economy or taking a step towards it? So the 
Finance Minister's Budget reflects the 
mentality of a man who belongs to an elite 
society and is not a man from the masses. 
India needs a Finance Minister who can look 
to the needs and the welfare of the common 
man. 

Then there is a certain bright aspect also of 
the Budget in so far as it replaces the C.D.S. 
by Annuity Deposits. But it is just an 
intellectual game. It is not something which 
can give us some confidence that the Annuity 
scheme is something better than the C.D.S. 
Whatever may be the opinion of the Members 
of Parliament and the people outside, I still 
feel—here I am not defending anybody—that 
the C.D.S. would have given more savings 
than the Annuity scheme. There is no doubt 
that there is an attempt to rationalise the tax 
structure so that the levenues can be swelled. 
But this rationalisation has not brought 
enough revenues to the national exchequer. If 
it had brought more of revenues it would have 
been certainly welcomed because we could 
have utilised them for productive activity and 
the defence of this country. 

Mr. Santhanam has rightly hit on the point 
that we are providing a very heavy budget for 
the Defence. But what was the performance of 
the Defence Ministry last year? We provided 
Rs. 863 crores. And now there is a shortfall of 
Rs. 175 crores which they have not utilised. I 
do not lay the blame at the door of the 
Defence Minister as such but the blame la 
attributed to the fact that you are not ready 
with your schemes, with your production    
targets.   Why 
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do you want so much money? You are taxing 
the people to a point where they are not able 
to pay. It results in rising prices. And I am 
afraid no Finance Minister upto this time ciuld 
tackle the problem of rising prices. That is one 
of our headaches. And in its turn it brings in a 
number of problems, rising prices, increased 
dearness allowance upgrading of cities and 
again giving more and more allowance to 
employees so that the production can be 
geared uy. But this again results in the 
concentration of wealth in a few hands or 
meeting the demands of ihose persons who 
are marticulate at the cost of millions and 
crores of people. who are almost leaderless. 
Look at 'tic condition of agricultural labour. 
They are not organised. Nothing is done to 
ameliorate their condition. They are looking 
helplessly to the national leadership. But the 
national leadership, if I may say so, to the 
great misfortune of this country, is still not 
coming out of the steel frame of bureaucracy. 
The bureaucracy stui holds the balance. They 
conduct tne democracy in this country. So 
what we need is national leaders who can curb 
the bureaucracy in an effective manner, 
control it in such a manner that they will be 
able to guide tne destinies of the country and 
deliver the goods. 

I have read the article written by the ex-
Governor of the Reserve BanK In the 
beginning there was some zea: and 
earnestness on the part of political leaders. 
That zeal has now vanished. I do not know 
why. They have-to pamper the bureaucracy 
because the bureaucracy is one of the sheet 
anchors of political power. For any 
performance of any Ministry they praise the 
bureaucracy. Of course, J do agree that those, 
who turn out good work must be praised; they 
must be complimented. All the same, their 
energy must be orientated in such a way that 
they look to the common man. Here I doubt 
whether we are really looking to the common 
man. 

Madam, the question of rising pri- 

ces, the question of State finances are the two 
most disturbing factors whicr-have been 
touched by the linance Minister and I 
congratulate him for that because the States, in 
their own way. depend more on the spoon-
feeri-ing process of getting foodgrains and 
other aids from the Centre. They do not exert 
themselves much. Look at their state of 
affairs. As far as the betterment levy 
collection is concerned, or the irrigation cess 
is concerned, are there any States whion have 
really given a return from the projects for 
which they have spent, money? This reflects 
the geneial condition. I may just quote how 
th& whole thing goes on. There is a lack of 
adequate planning and co-ordination. There is 
a gap between the potential created and the 
irrigation aa-\ power utilisation thereof bv 
some of the States. Gujarat. Mysore, West 
Bengal yield very poor revenue; there is 
under-utilisation of the whole thing. The 
States are now getting into more and more 
debts whereas their capa-c ty to pay the debts 
is very doubtful. Therefore, the time has come 
when there must be some rethinking on the 
State finances. Whatever autonomy we might 
have given to the States, the Centre cannrt 
afl'o/d to be weak towards the States. Now a 
stage is coming when the Centre can L.e 
accused of conniving, or whatever reasons, 
known or unknown, at the State finances of 
trying to continue the process of spoon-
feeding. So this is a very alarming siin. Some 
(1f the States cannot even meet their over-
drafts. And this is a very alarming sign. They 
have to overdraw on tne banks thereby 
creating a situation f.-om where they cannot 
come out. So what; we need is utmost 
economy in public funds and proper 
utilisation thereof. So the State finances will 
have to be examined very carefully. They will 
have to be told detiniK-v that they cannot 
avoid the responsibility of repaying the debat 
and they will have to give proper return on the 
investment that they make either in the major 
projects or any other projects. 
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[Shri Sonusing Dhansing Patil.] As far as 
agricultural production is concerned, the 
argument is advanced that it is the direct 
responsibility of the States to produce 
more. But the Centre has neyer fixed the 
responsibility of any State, it has not 
advised the States to entrust the 
Agriculture portfolio to people who are 
really motivated by a sense of 
earnestness of purpose, urgency of 
purpose, that the agricultural target must 
be kept at a level at which they are 
expected to keep. And if the States are 
not definitely told that they are to 
produce to such and such a target, I think 
the Government's attitude of supplying 
food from the Central stores to the States 
is creating a psychology of dependence, a 
psychology of spoon-feeding. 

Therefore they do not really devote 
more attention to agricultural production. 
We thought that the Finance Minister 
should have at least thought of some 
radical change in the banking policy. I do 
not say that nationalisation is the remedy 
but I do feel that the policy followed by 
the Reserve Bank and the commercial 
banks in our country certainly required 
some revision. More and more adequate 
finances are to be provided to the needy 
agriculturists who alone will utilise them 
for production purposes but the banking 
policy in the country is not farmer-
oriented and the farmer still lacks 
adequate help by way of adequate 
finance. Naturally, what I thought was 
that the Finance Minister will have a new 
approach and will lay down certain 
conditions on the Reserve Bank that at 
least 50 or 60 per cent, of their assets or 
working capital will be utilized to provide 
agricultural credit and he should enjoin 
on the commercial banks to follow suit 
for this; but if we take into consideration 
the industrial production, unfortunately 
even the enl/ghtened industrialists in this 
country are not alive to this urgency that 
unless they protected the farm economy 
of this country, they would not be able to 
make profits or even 

gear up the industrial production. This is 
going to happen because what is the state 
of affairs in the small-scale industries? 
They suffer from lack of raw material. 
That is their cry. So the industrialists will 
also have to think more and more on 
these lines. 

Then I come to another bright aspect of 
the Finance Minister's speech where he laid 
emphasis on the role of public sector 
undertakings. As a Member of the P.A.C. I 
had an opportunity to study their finances 
at very close quarters and I am of this 
opinion that what he stated is truism and I 
must congratulate the Finance Minister for 
stating the facts. Even Mr. Asoka Mehta, 
the Deputy Chairman of the Planning 
Commission, has hit on this point. Their 
returns are very poor. We have employed 
nearly Rs. 1100 crores in the public sector 
undertakings and the return is not mora 
than half per cent. Only the H.MT. at 
Bangalore is giving us an i adequate return 
but the rest of the J public sector 
undertakings are not giving adequate 
returns. So unless the public sector 
undertakings in this country give some 
profits, we will not be able to gear up the 
economy to the extent to which we require. 
In this regard there are a few suggestions 
which I wish to make in brief. The role of 
public sector undertakings should be that 
they should be financially successful, 
administratively and technically efficient 
and should be giving reasonably adequate 
satisfaction to the consumers' demands. If 
these tests are satisfied, then I feel that the 
role of public undertakings, which is going 
to help our socialistic pattern or even the 
socialist society will be realised. No doubt 
there is a move afoot that a Parliamentary 
Committee should be appointed for this 
purpose because up to this time the 
undertakings responsibility and 
Parliament's role were not denned. The 
Committee will go a lone way to help but 
the Committee will have to apply this test 
because certain people 
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grudge that the role of the public 
sector is not properly presented by 
the Finance Minister. 1 disagree witn 
them. He has placed the tacts before 
the Parliament because it is one ot 
our planks and unless we earn more 
and more and also meet the legitimate 
demands of the labour there, earn 
more on account of the public sector 
undertakings and      get  adequate 
return as per our estimates, we will not be 
able to inject sufficient money or funds in our 
economy which is going to have a capital 
base. Our role up to this time—the role of the 
Members of Parliament—was just like that of 
a spectator at a tennis match. We cannot 
disturb their internal working except where 
we happen to casually discuss some annual 
reports but that does not give clear'y the 
picture. Even the annual reports presented to 
the Parliament or the P.A.C. are so cleverly 
and intelligently put or drafed that you cannot 
get a proper inkling into the matter. So the, 
role of the public sector undertaking needs to 
be completely revised and it should be made a 
sort of a mechanism by which we can realise 
adequate profits 

Coming to the third aspect, 1 must 
congratulate the Finance Minister for 
removing the secrecy clause in the Income-
tax Act. My friend Mr. Dahyabhai Patel 
raised his voice of protest that this will open 
the floodgates for those who are revengeful 
and vindictive and that people will earn 
money on account of this but there is a very 
bright aspect of this question that people will 
not fce able to conceal their income and the 
unaccounted money also. That is a g°od 

feature and a very great achievement so that 
the tax evasion and other maladies can be 
removed. So this is also a matter for 
satisfaction. 

Coming to the other aspects, I say that the 
country's taxation policy should be broad-
based. Of course my line of thinking may not 
be palatable to a number of Members here 
but   I 

still feel that the income-tax base must be 
lowered down so that more ana more people 
we can have in its sweep, who can 
legitimately contribute to the national 
exchequer. The limit can be lowered down as 
in Japan where the levels of income also are 
very much higher than ours but the lowest 
limit in Japan is i500. There is another aspect 
that in a socialist economy, when we are 
marching towards building up a socialist 
society, we have to think about the proportion 
of direct tax to indirect tax. This country is 
now levying only 29 per cent, as direct tax 
and 71 per cent as indirect tax. This indirect 
tax only means a rise in the prices. What we 
really feel is, we are taxed less but we are 
taxed indirectly to such an extent that we 
cannot bear the burden. This a sort of camou-
flage. In a developing economy, even in an 
undeveloped country we must switch on, 
though the switch or shift may be gradual but 
we must make a beginning towards that that 
our indirect taxes are brought down and the 
direct taxes are increased. Otherwise, we will 
not be able to contribute much to the 
economy. 

Another factor is, there must be some 
built-in safeguards for economy. Of course I 
am happy that there is indication in the 
Budget papers that security measures are 
going to be there. I think for the first time 
after 16 years the Finance Minister is going to 
look after the weaker sections of the society 
which is a constitutional responsibility on us 
but how far they are going to be brought into 
practice is a matter to be seen and observeo 
but I still feel that the indication in the Budget 
is so slight that it may be lost in oblivion. 
Perhaps it may not be remembered because 
the weaker section needs the, greatest 
protection and if we look to the level of 
income on a national basis, the majority of 
the persons living in this country have not 
come out of poverty and helplessness. Of 
course there is some change and  the change 
is  also welcome that 
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will have a little better life, they use a litile 
good cloth, they have some facilities but they 
are so inadequate, looking to the stupendous 
problem of poverty, illiteracy ana ignorance 
that whatever is done, is not at all felt and I 
am afraid that there is going to be a revolution 
by the rising expectations, because we have 
raised the expectation in our pre-
Independence days and even afterwards from 
election to election in our propaganda that 
people will get this and that. This expectation 
is rising every time. It is rather a difficult 
problem to counteract this expectation. So this 
problem the country is going to face. So if we 
are not going to deliver the goods at the 
proper time, I am afraid that people will begin 
to disbelieve and even they will distrust the 
national leaders, to whatever party the.\ may 
belong. So the time has come where we have 
to look to that side of the question. 

1 have said that built-in safeguards are  the  
prime  necessities   and      this should have 
been adequately thought of much earlier but  
even now  it  is not too  late to mend.     The 
positive aspect of this social security measure 
is, that  those  persons     who  are not able-
bodied, who are disabled for one reason or 
other—and the standard for deciding the 
social security measures should be on grounds     
of poverty— should  be  given some  doles or 
some work     which they     can  carry     out 
effectively in spite of their disability, just  like  
there  are  some  hotels  run by Parsee Trusts 
and those who are deaf, dumb or disabled, 
only they are running the hotels     and  are  
getting the profits out of   them.    So 1 P.M.    
these people should be made to work in some, 
way   or the other    and wherever    possible.    
And those    who are   not    able   to   work 
should be given some sort of aid. We cannot 
call it pension, but some sort of help should 
be given to them when they are neglected    
either    bv their   

iamiiy members or due to circumstances. 
Such people should be protected and they 
should be given inis kind of help and 
protection immediately. The matter does not 
brook an} cle ay. Therefore, that aspect of the 
Budget, namely the aspect ot giving some 
relief to people of this type, giving them some 
social security, should really be expanded and 
some more funds should be brought in for this 
purpose. 

Thirdly,  I would    like to say that there  is  
scope  for cutting  down the expenditure on 
the Administration in general. As Shri 
Santhanam    rightrj pointed  out,  there    is 
need for this. Our    administrative    
expenditure    is going up every year and every 
time we feel that unless we give adequate 
relief to the workers, to the government     
employees,     the  officers    and their  staff,  
we  will    not  be  able to carry on the 
administration efficiently, and  in  the  interest     
of  the  people. This aspect  of the    matter, 
however important and legitimate    it may be, 
has    also to be    considered    in the context 
of the all-India picture of the position  of  the  
people  living  in the country in general.    If 
we create    a very major gap between the 
"haves" and the "have-nots" in the sense    of 
those who are in government service and those 
who    are not so employed, or" for     whom  
employment     is    not possible, then    the 
disparity between the incomes would be so 
great that it would  jeopardise  our  national 
economy itself.      Now the labour    legisla-
tions are in full  swing—and I    have to  say   
this  with     due   deference  to Shri Nandaji 
and his colleagues—and the  labour policy    
and the     general trend of it, I still hold, do 
not benefit more than a crore of people. But 
we have also to care for the rest of our people. 
What is the remedy for them? I have been on 
the Central Committee  for  Employment  
during the last five  vears.   That  Committee  
has   not been  able  to find  out even  a single 
iob or think of ar>y other alternative 
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method by which the unemployed could be 
employed. So the prospects in India are that 
for many years to come, agriculture alone 
will give the necessary employment to our 
people. Therefore, the trend °f our labour 
legislation should be such that it does not 
disturb the overall economy and does not 
disturb the persons who are there. We cannot 
widen the gap of disparity between the 
income levels. 

I next come to other aspects of the question. 
The needs of defence have v to be borne in 
mind. Those of general economy in public 
expenditure should also not be lost sight of. As 
a matter of fact, the performance of the 
Defence Ministry in many respects discloses 
that this Ministry is not very alive to the 
necessity of bringing about economy in matters 
of defence projects. A number of contracts are 
«iven without properly scrutinising them and 
also at rates very much higher, and thereby 
these defence projects have become the 
paradise of these contractors. Look at the con-
tracts given to the contractors. 

THE DEPUTY MINISTER IN THE 
MINISTRY OF DEFENCE (SHRI D. R. 
CHAVAN) :     Give an example. 

SHRI      SONUSING DHANSING 
PATIL: I can give a number of examples. The 
hon. Deputy Minister in the Defence Ministry 
will be enlightened by the Audit Report for 
the >ear 1963. I think he will find there a 
number of instances. I need not take up the 
time of the House now. He should not be 
touchy over such points. Facts are facts. As a 
matter of fact, these contractors get a lot of 
benefits out of the Defence Ministry and there 
is need for economy in the Defence Ministry. 
Howsoever vital such defence projects may 
be, there, is also the vital responsibility on us 
to see that the monev of the taxpayer is 
utilised gainfully and properly. The hon. 
Deputy Minister of Defence will do well to 
'probe into the matter and 

see how things are happening in the Defence 
Ministry, how the timber contracts are 
carried out, what are the things done in the 
Andamans and how severa: projects are 
carried out. 

Moreover, whenever we launch upon any 
project,    unless and    until    the coit-benefit    
ratio is borne    in mind, unless the 
consciousness of   this cost-benefit ratio is 
there, we will not be able to deliver the goods 
and we will not be able to carry out our 
projects efficiently and with adequate returns. 
We have to bear   this in mind particularly   in     
the   case      of  irrigation facilities.  We  have  
created  a   lot  of potential in the matter of 
irrigation. But the utilisation there is poor. 
Take the  concrete case  of the D.V.C.—the 
Damodar Valley Corporation. As far as I 
remember, a sum of Rs. 2 crores is in arrears, 
yet to be taken from the Government of West 
Bengal and the matter  is  in  dispute.  
Whatever  may be the     reason     for    that     
dispute, whether    it    is    due    to    the    
State Government     or to  the  Centre,  that 
may be decided    between those two 
Governments, but the  main  question now is 
whether    there    is adequate return on the 
amount invested. There is not.    Unless    
there is this     cost-benefit ratio consciousness 
and unless this ratio is really adhered to, we 
will not be able to carry out the development 
that we need most. Defence and development 
are both vital things for our country.  But we 
should  not  get lost in this process    of 
development. There is no real development 
reaching those who should    be benefited and 
the benefits are taken advantage of by 
contractors and businessmen and very little 
goes to development    as such. This is a matter 
which also requires a deep probe. Every pie 
that we spend from the tax payer's money 
must be properly utilized. The greatest single 
factor which really must weigh with us is that 
whatever irrigation facility we have created, 
we are not utilising to the fullest extent    and 
when    we are not utilising that irrigation 
facility 
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throwing the economy of the 
agriculturist back into the region of 
gamble, in the hands of nature. There is a 
serious disclosure in the mid-term 
appraisal of the Third Plan, that 
agricultural production is going down. 
To save agriculture irrigation is one of 
the most vital things. It is a sort of life-line 
of agriculture. And if that is not used 
properly and if adequate revenues are not 
derived from the potential that was 
created, then it has got to be looked into. 
More and more use should be made of 
irrigation to produce more per acre. 
Otherwise PL. 480 unfortunately is not 
going to help us. 

Lastly I have to touch on the subject of 
rising prices. It may appear strange 
coming from my mouth, but I believed 
and still continue to believe that 
whatever the theoretical or practical 
objective of State-trading in food-grains 
may be, in this country we will not be 
able to lower the prices and hold the 
price line unless the country resorts to 
State-trading in food. At least let us 
proceed by stages. At least adopt such a 
policy in certain States where you can get 
surplus food and also in those States 
where there is the possibility of 
increasing production of foodgrains 
because of irrigation facilities. 

We always lay the blame on land 
reforms and say that because they are not 
radical, things are not improving. Having 
had some experience on this line and 
even as a practical farmer, 1 would say 
that there is a lacuna in the matter of our 
land reforms. In tour land reforms we 
may put ceilings on holdings, we may 
keep so many acres as standard area, we 
may give further benefits to the tenants 
and do so many other things. But there is 
one aspect of the land reform question 
that is very important. Either in respect 
of the personal cultivator or in respect of 
the tenants, we have not laid down any 
clause by which we can enjoin upon the 
person, the producer, that he must  give    
so 

much minimum yield per acre. I feel that 
unless such a clause is there, the producer 
in our country will not be producing 
more. After all, we are living in an age 
where the rule of law prevails. The sine 
qua non of democracy is that the rule of 
law must prevail. Here we must not 
forget that people must not be compelled 
but it is a question of realisation of our 
national needs. Unless we put in a clause 
saying that unless a minimum yield per 
acre is shown, we will not be able to 
carry the spirit of land legislation, merely 
making them more and more radical is 
not going to help as all our speeches will 
not help in producing a single blade of 
grass. Likewise, whatever provision we 
may make radically in the land reform 
measures, we will not be able to achieve 
the results unless we put the 
responsibility on the grower. 

I have another suggestion to make. The 
policy of the country in regard to forests 
is implemented by the States, and the 
forests are being destroyed under one 
pretext or the other. Some States want to 
have cheap popularity by giving lands to 
the landless people. The idea may be 
very good but we are destroying national 
property by which we are making our 
agriculture more and more a gamble in 
the hands of nature. Where the country's 
requirement is that at least thirtythree per 
cent, of the, area must be under forest —
in Japan it is about forty-six per cent, and 
even an individual Japanese farmer keeps 
one-third of the cultivable land under 
forests. Here the average is going down 
and in certain States it has come to the 
ridiculous figure of thirteen to seventeen 
per cent. This is the horrible state of 
affairs and unless there is an all-India 
realisation of the forest jolicy of the 
country, the production of food will not 
be more. I would also like to mention 
about the judicious cattle policy and what 
America calls the Billion dollar industry, 
namely, the poultry industry. In America 
it is called the million dollar industry. 
Alongside improvements in agriculture, 
we must,  to    keep down     the 
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prices, give more and more attention to small-
scale industries, poultry farming and so on. 
Unfortunately, even the Central scheme is not 
functioning properly. As a Member of the 
Public Accounts Committee I had the good 
fortune to visit the Delhi Milk Scheme and I 
asked them whether they were producing their 
own milk but I was told that they collected the 
milk from the villages by paying better prices 
and then distributed it on a 'no profit no loss' 
basis. There is a lot of difference between the 
rural and the urban outlook and this must be 
seen in the Budget proposals too. Unfor-
tunately, I do n'ot see this reflected in the 
Budget. I only see the personality of the 
Finance Minister reflected, a city man, a 
businessman and an ingenious man. 

SHRI BABUBHAI M. CHINAI 
(Maharashtra): Madam Deputy Chairman, I 
have gone through the various speeches made 
on the Budget in the Lok Sabha and here in 
this House as also the clarifications given by 
the Treasury Benches in and outside 
Parliament. I have also gone through the 
deliberations in the Consultative Committee 
of the Ministry of Finance where the Budget 
proposals were discussed. Before expressing 
my views on the various Budget proposals I 
would like to congratulate the Finance 
Minister for his forthright approach to the 
economic problems. He has confidence in the 
future of Indian economy and he has also 
infused confidence in us though it is not to 
say that the taxpayers are happy with all the 
tax proposals. I am very much impressed by 
the announcement of the Finance Minster that 
the form of the tax structure should be such as 
to meet the needs of the growth, the revival of 
the capital market, inflow of private foreign 
capital and provide sufficient cushion for both 
corporate as well as individual savings. I fully 
share his opinion that in the ultimate analysis 
the problem of prices and growth in balance 
of payments are interlinked and it is only to 
the extent that all these problems are tackled 
within the framework of an integrated policy 
in 

regard to income and investment. It 
would be p'ossible to ensure the neces 
sary climate for a rapid take off. 
There are critics who say that the 
Finance Minister has not implement 
ed the Bhubaneshwar Resolution. Yes, 
he has not once used the word 
'socialism' in his Budget speech but 
every tax proposal that he has put 
forward raises the spirit of socialism. 
In my own view he has gone much 
farther than Bhubaneshwar. Sir, the 
Budget proposals disclose a disquiet 
ing trend apropos the economic. In 
fact, they do not indicate the broad 
approach hinted at by the Finance 
Minister that the financial and econo 
mic policies have to serve first and 
foremost the requirements of the eco 
nomic growth. The impression created 
that it would revive the capital mar 
ket, encourage greater flow of private 
foreign capital has been belied. Some 
of the proposals which appear as con 
cessions are more than counterbalance- 
ed by some other new levies. This 
is very definitely so if the tax propo 
sals relating to the corporate sector 
and to individuals are taken together. 
After all, the individuals constitute 
the prime source for investment in 
the corporate sector. Even the low 
income group assessees are not better 
off as would seem to be the case 
because their 'take-home' pay packet 
will not be in any way more than 
under the present scheme. Even ac 
cording to the clarifications given by 
the Finance Ministry, the incidence of 
the tax for 1964-65 on earned income 
will be higher at Rs. 6,000, Rs. 9,000, 
Rs. 10,000, Rs. 11,000, Rs. 14,000 
and Rs. 15,000,      Generally 
speaking, with the Annuity Scheme the net 
'take-home' income of all assessees with 
incomes above Rs. 15.000 will be below the 
level under the present scheme. It is also not 
clear whether the Finance Minister regards 
the Annuity Scheme as a permanent feature 
of the Income Tax. Again, taken together, the 
incidence of personal and corporate tax, I 
wonder whether it would be possible to stem, 
if not reduce, the spiral of rising cost of living 
and control the prices of consumer    goods.    
In    the 
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speech, the Finance Minister has 
expressed his apprehensions about the, 
upward tendency of prices and has h'nted 
at the urgency of taking the situation 
considerably under control. In the 
Consultative Committee he is reported to 
have stated that Excise Duty on goods 
such as cloth,  sugar and    kerosene    
will    be 
meaningless without proper control. This 
is really ununderstandable for the simple 
reason that it is not always right that the 
burden of taxation 'S passed on to the 
consumers. In fact at various levels, 
consumer resistance has always 
developed and the incidence of tax is 
being absorbed by the manufacturer or 
the manufacturer-cum-trader. I might, in 
this connection, refer to the incidence of 
Excise Duty on cotton yarn and rayon 
yarn as also to the increase in the 
Customs Duty on copra and Caustic 
Soda. There is no doubt that the steep in-
crease in the rate of duty Would be 
undesirable in the case of cotton yarn. 
The effect of increase on artsilk yarn 
would be to increase the burden on rayon 
yarn industry to the extent ol Rs. 8-68 
crores and in terms of percentage, the 
burden would come to sixty on rayon. I 
may point out that hardly 3 to 4 annas is 
being absorbed by the consumers and the 
rest is being borne by the manufacturer-
cin/f-trader. It is claimed that rayon is a 
luxury good and, therefore, it can afford 
to bear the increased duty. I do not 
understand how this can be considered a 
luxury, especially when rayon fabrics are 
chaper than cotton 'abacs. Even if it is a 
luxury, it is a luxury to the poor and n°t to 
the rich. I, therefore, think that the in-
crease in duty on rayon    should   be 

withdrawn and the poor man not dep-
rived of the benefit of th;s small luxury. 

A perusal of the budgetary policy over 
the past few years discloses frequent 
changes in the fundamentals of fiscal 
policy. I do realise that fiscal and 
monetary policy should change according 
to circumstances. However, there should 
be some lability in policy and consistency 
in application and the ult:mate objective 
should be to serve the requirements of 
rapid growth. A review of the Budget 
proposals discloses that the Finance 
Minister's approach to the overall deficit, 
taking the revenue and the capital 
Budgets together, has been one of placing 
undue reliance on taxation alone. With 
the existing levels of taxation, there will 
be a surplus of Rs. 50 crores in the Reve-
nue Budget. Yet, additional taxation to 
the extent of Rs. 40 crores, even after the 
unprecedented burden which the last 
Budget placed on the taxpayers when the 
emergency was real and active, has been 
imposed. 

The present level of additional taxation 
has to be considered in the perspective of 
the Third Plan. It was indicated that the 
requirements of add tional taxation for 
financing investment in the public sector 
would have to be of the order of Rs. 
1,710 crores in the five-year period. 
However, actual taxation imposed over 
the first three years of the Plan would 
yield a total revenue of Rs. 2,400 crores. 
Inclusive of the taxation imposed in the 
Budget for 1964-65, the total yield would 
appear to be in excess of the Plan target 
by over Rs. 800 
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cr'ores, excluding the income-tax annuity 
deposits. The additional taxation would not, 
however, be wholly available for :nvestment 
in the Plan, in fact, a major part of the 
additional taxation would be absorbed in non-
Plan uses. 

Coming to the specific Budget proposals, I 
would like to deal, at the outset, with those 
which affect directly the capital market and 
the investment climate. First of all, there is 
the tax On div'dends distributed by 
companies. The dividends are proposed to be 
taxed at 7.5 per cent and this is apart from 
income-tax and super-tax payable by 
companies. It has been stated that the main 
objective is to discourage dissipation of re-
sources by companies in paying higher 
dividends and induce the companies to build 
reserves for meeting development needs. 

It should not, however, be foregotten that a 
mininrjm d'strrbuti'on of dividends is a 'must', 
however necessary the requirement for 
ploughing back of profits. Unless the 
shareholders are assured of a minimum, he 
cannot come forward to invest in the risk-
bearing capital of the company. Again, tax on 
distribution 'of dividend is to tax the same 
income a third time. For instance, the amount 
out of which the dividends arise is already 
taxed in the hands of the company. Secondly, 
it ;s taxed in the hands of the shareholders. As 
such, a further tax on distribution 'of 
dividends is to tax for the third time. Also, tax 
on distribution of dividends on equity capital 
is to discriminate against equity capital in 
preference to preference capital. This levy 
would cause a psychological resistance for 
investment in equity capital. 

Then, there is the tax on bonus shares. 
While on the one hand the distribut;On of 
dividends is penalised on the plea that the 
companies should be induced  to  create  
reserves.     the 

creation of reserves is penalised by a tax on 
bonus shares received by the shareholders. 
The bonus are issued by the companies in the 
process of capitalising the reserves, which is 
the only way for stimulat:ng development. On 
receiving bonus shares, a shareholder is no 
better off than before. When bonus shares are 
received, the market value of the original 
share correspondingly drops, because the 
original market value gets spread on the 
original holding and the bonus shares. But 
clause 12 of the Finance Bill poposes to tax 
bonus shares when they are received, on the 
presumption that the shares are transferred by 
the shareholder at the fair market value on the 
31st day of receiving them. This levy will 
have a serious effect en the capital market, 
because a shareholder subscribes to the shares 
of a company primarily to take advantage of 
the capital appreciation in the value of shares. 
Moreover, while the issue of bonus shares 
provides a psychological satisfaction to the 
shareholder, it enables the c'ompany to plough 
back the profits for further development. The 
bonus issue is at present tpxed at the point of 
issue in the hands of the company at I2J per 
cent. The profits °ut of which the bonus shares 
arise are already taxed as the income of the 
company. The proposed levy of tax on the 
shareholders 'on receipt of bonus shares is to 
tax the same income further. 

Then, there is the warning given by the 
Finance Minister regarding the withdrawal of 
the development rebate. He has stated that the 
availability of the development rebate might 
be discontinued and has indicated his in-
tention to give it effect from 1st April 1966. 
This is certainly a very retrograde measure. 
Firstly, the development rebate has been 
responsible for giving a great fillip to the 
development of industries. Secondly, the 
announcement has created a stir and 
introduced an element of uncertainty in the 
industry, particularly on account of the fact 
that the exact implications 'of this 
announcement have not been made known. 
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replacement ot the Super Profits Tax by the 
Surtax. Here aga;n, there are certain objec-
tionable features. At the outset, all the 
objections against the Super Profits Tax are 
equally applicable to the Surtax. No doubt, 
the statutory reduction for purposes of Surtax 
has been fncreased from 6 per cent 01 capital 
to 10 per cent, and from the minimum of Rs. 
50,000 to Rs. 2 lakhs and the capital base 
enlarged. BUT the scope of loans and 
borrowings, which could be included in the 
capital base, has been very much restricted. 
Again, there is a serious omission as regards 
the relief on occurrence of a 'deficiency'. 
Further, the provision regarding exclusion of 
10 per cent, or the total income, subject to the 
amount being spent for specified purposes, 
does not find a place in the computation of 
chargeable profits for Surtax. 

I would also like to refer, in this 
connection, to the steep rise in the rates of 
Gift Tax and Estate Duty. Taken together, 
these two duties make a heavy dent on the 
investible resources. The exemption limit in 
the case of Gift Tax has been reduced from 
Rs. 10,000 to Rs. 5,000 and the rates have 
been raised so steeply as to make the rate of 
40 per cent applicable to gifts between, Rs. 
1,45,000 to Rs. 3,45,000 and the highest rale 
of 50 per cent applicable to gifts over Rs. 
3,45,000. It is needless for me to point out 
that the maximum rate of 40 per cent hitherto 
was for a sum of Rs. 5 lakhs. Also, there is a 
steep rise in the case of Estate Duty and the 
rate of 85 per cent, applies to estate above Rs. 
20,00,000. In fact, as the proceeds of Estate 
Duty are dependent on factors such as 
mortality among the rch, the fiscal value of 
the tax is small in a Budget of Rs. 2,135 
crores. 

Then, there is the proposal to vest 
Government with powers to give a go-by to 
the secrecy provisions prohibiting the 
disclosure of information in the case of 
assessments of income-tax, wealth-tax. Estate 
Duty and Gift Tax.   Th« removal of    the    
secrecy 

provisions is bound to jeopardise the carrying 
on of business by the asses-sees. It would 
surely n'ot serve the interests of revenue if the 
reputation of individuals and business houses 
is tarnished because some irresponsible 
persons obtain information and misuse the 
same for mischievous ends. This proposal 
will encourage malpractices nnd corruption 
and give strength to anti-social elements 
which are already causing grave anxiety to 
all, including the authorities. 

Finally, there is the proposal to give 
powers to Government and, in effect, to 
individual officers to take a view as to 
wftether expenditure amounts spent wholly 
and exclusively for the purpose of business 
are really sa by reference to norms that might 
be laid down in the Rules. I have no doubt 
that such discretionary powers will lead to 
harassment. Already the computation of 
business income under the Income-tax Act 
does not conform to commercial accounting 
principles. Under the new arrangement, it will 
further distort the position. I do hope that 
Government will give careful consideration to 
these views, while finalising the Budget 
proposals. 

Thank you. 

THE DEPUTY CHAIRMAN: The House 
stands adjourned till 2.30 P.M. 

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. 

SHRI P. RAMAMURTI (Madras); Mr. Vice-
Chairman, it is now six months since Mr. T. 
T. Krishnamachari became the Finance 
Minister, and we all know that he became the    
Finance 
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Minister as a result of what was tom-
tommed as the Kamraj Plan. At that time 
very many great attributes were talked of 
about this Kamraj Plan. Now that the 
Budget has been presented, We are able 
to see the real face of what that Kamaraj 
Plan is. 

During the six months, Sir, many 
things have happened to rouse a lot of 
hopes among the common people of our 
country. For example, there has been the 
great, what they deem as the historic, 
session of the Congress at Bhubaneshwar, 
though I do not call it a historic session. It 
was a dull and drab session just to talk 
about the same old things that they had 
been talking about all these years. None-
theless it was stated that after that 
Bhubaneshwar Congress session there 
was going to be a great change. There are 
also Members of this House, and 
Members of the Congress Party at that, 
who think that the budget presented by 
Mr. T. T. Krishnamachari does not reflect 
the spirit of that Bhubaneshwar session. 
Frankly I should think that the budget 
does reflect the spirit of Bhubaneshwar. It 
is all a question of understanding of that 
Bhubaneshwar session. Unfortunately I 
think those Members who think that this 
budget does not reflect the apirit of 
Bhubaneshwar have misunderstood what 
that Bhubaneshwar session of the 
Congress really meant. Therefore, the 
Finance Minister, Mr. T. T. 
Krishnamachari, is certainly welj within 
his rights when he claims, within the 
Congress Party, of course, that the budget 
carries out both in letter and in spirit what 
was intended at the Bubaneshwar session 
of the Congress. 

Now, Sir, we know that there has heen 
no need for any additional taxation. I am 
not giving any credit to Mr. T. T. 
Krishnamachari for not imposing any 
additional taxation for the simple reason 
that last year the total amount of money 
for had been collected by way of 
revenues had exceeded   the    
expectations by    nearly 

29RSD—4. 

Rs. 100 crores. Therefore, if no additional 
levies have been imposed, it is not out of 
any virtue but it is because there has been 
no need for them. After all so much 
money has already been collected. To tell 
the truth, the Third Plan envisaged a 
collection of Rs. 1100 crores by the 
Central Government. Already under the 
taxation proposals made the total amount 
of money that is expected to be collected 
at the end of five years is going to be of 
the order of Rs. 1900 crores, that is, about 
Rs. 800 crores more. Whatever might be 
said with regard to this Plan, whatever 
might be the facts with regard to the 
fulfilment of the targets of the Plan in 
respect of other sections of the Plan, as 
far as the collection of revenues by way 
of additional taxation from the people is 
concerned the target has not only been 
fulfilled but it is going to be over-
fulfilled. That is the only item about 
which we can be sure, that is, that the 
targets will be over-fulfilled. That is the 
only credit the Government can take. 
Therefore, the task of our Finance 
Minister has not been to find additional 
resources. His task has been to readjust 
the existing structure of taxation making 
some little concession! here and some 
little concessions there, and to make it 
appear that he is doing something 
wonderful for the common people. It is 
there that we find that the philosophy 
underlying the whole thing is what the 
Bhubaneshwar Congress itself had stated. 
For example, our friend, Mr. T. T. 
Krishnamachari, had been stating—I have 
here a newspaper cutting—in the month 
of October last: 

"We are in a stage of rethinking in 
every direction, and the Planning 
Commission is in the process of shedding 
its skin. After shedding its skin, which is 
usually a painful process, it might look 
silly '    and dull." 
That is what Mr. T. T. Krishnamachari 
stated in Madras in an informal chat with 
the pressmen on the 22nd of October, 
1963.   All these six months 
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they have been rethinking, and the budget 
is a result of that rethinking. What does 
'that rethinking actually reveal? It reveals 
only one or two things. Firstly, as far as 
the basic problems facing our country are 
concerned, there has been absolutely no 
rethinking whatsoever but trying to put 
the same thing in a new language, trying 
to find a new philosophy for the policies 
that the Congress Government has been 
pursuing all these seventeen years since it 
came into existence. There has been 
absolutely no rethinking whatsoever, but 
an attempt has been made to put the same 
ideas in a new language. Mr. T. T. 
Krishnamachari being a clever man, he 
tries to put the same thing in a new 
language, and what is it that we And? We 
find that first of all as far as the economic 
growth is concerned Mr. T. T. 
Krishnamachari is very clear on that 
question. He says that these three 
problems are inter-related: 

"In the    ultimate analysis,     the three 
problems of prices, growth and balance 
of payments on which I have focussed  
my  remarks  so far     are inter-related   
and  we   cannot  solve any one of them 
without the fullest attention to the other 
two." I agree with this bald statement that 
in the ultimate analysis the three pro-
blems of prices, growth and balance of 
payments  are  inter-related,   and you 
cannot solve one of them in isolation 
from the other two. They are inter-related   
problems.     But   what   is   the approach 
to these inter-related    problems?    That 
is the real crux of the whole question 
before us.    As far as our economic 
conditions are concerned, how are you to 
integrate all these three aspects of our 
economy, namely, the problem of prices, 
the problem of growth and the problem of 
balance of payments?   It is quite true that 
unless you increase your agricultural    
production and you also diversify   your 
industrial production, it will not    be 
possible for you to have sufficient ex-
ports,  and therefore the balance    of 
payments position will remain as it ii. 

I quite agree with that. Similarly growth 
also depends to a considerable extent on 
the problem of prices. Therefore, all these 
three problems have got to be tackled in 
an integrated manner. I quite agree. But 
how does Mr. T. T. Krishnamachari 
propose to address himself to these 
problems together? That is the crux of the 
whole quesl^on. It is there that I find 
there has been absolutely no change 
despite all the tom-tomming about 
rethinking that has been going on during 
the last six months. 

Take the question of prices. When you 
take the question of prices, of course 
prices are inter-related with the problem 
of growth. Mr. T. T. Krishnamachari 
says: 

'Treating the problem of growth as 
an isolated factor and promoting 
growth by stepping up investment from 
the sources available within and 
without the country, without a 
corresponding policy for the incomes 
generated in the process, would only 
stimulate inflation. Similarly a price 
policy which disregards the dynamics 
of growth, or the impact on investment 
decisions, cannot but be self-defeating 
in the same way as a price policy 
which is not co-ordinated with a 
corresponding policy itt regard to 
wages." 

Therefore, the question boils down to 
this. Unless prices are kept at a 
sufficiently high level in order to be able 
to generate a sufficiently large amount of 
profits f°r the private sector, according to 
Mr. T. T. Krishnamachari the problems of 
growth cannot be properly tackled in our 
country. Therefore, the entire reliance for 
the growth of our economy is placed 
essentially and primarily on the question 
of the private sector in our country being 
enabled to get more and more profits, and 
it is expected that the more the profits 
they make, the more they will be able to 
plough back the profits into new ventures 
and thereby ensure also industrial deve-
lopment.   This is the entire philosophy 
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that is underlying the approach of the Finance 
Minister and, I dare say, of the Government of 
India also because I do not think that the 
Budget that has been presented is his own 
Budget. It is certainly the integrated thinking 
of the Government of India, and the 
Government of India today places its entire 
reliance for our economic growth on the 
private sector, on its ability to plough back as 
much profit as possible and therefore on its 
ability to make more and more profits. That is 
their entire approach to the whole problem, 
and they can obviously make more profits 
only at the expense of the worker. Therefore, 
the workers should "not ask for higher wages 
and that is how the problem of wages also has 
been brought down. They can make profits 
only at the expense of the consumer. How can 
they make profits at the expense of the 
consumer without keeping the prices high? 
Therefore, the prices will also rise, and as a 
result of the rise in prices, when the prices 
rise, if the workers or the employees ask for 
compensation for the rise in prices, you say 
that you cannot ask for compensation because 
if you ask for compensation, in that case, 
profits will not be there and therefore, growth 
will not be there. This is the entire logic. That 
is why you find him saying in the next 
sentence— 

"It is now generally agreed, for example, 
that trying to keep agricultural prices too 
low for producers may defeat the objective 
of raising agricultural production. But if 
this is the case, one cannot, at the same 
time, try to keep agricultural prices low for 
all consumers i or adopt a wage policy in 
which most wage-earners are compensated 
for the increase in agricultural prices." 

Therefore, agricultural prices will rise but 
the workers and most of the wage-earners 
cannot be compensated for the rise in 
agricultural prices. Why? Because they must 
earn profits and the profits can be earned only 
by increasing the prices. And when the prices 
rise, if the   workers and    the 

wage-earners ask for an increase in their 
wages to compensate for the increase in the 
cost of living, you cannot do it because, you 
feel, thereby growth cannot take place in this 
country. This is the entire philosophy, this is 
th« logic, of the whole Budget that has been 
presented to us. When we tak« up this 
question, it is no wonder that everybody in 
this country has been shouting about the 
increase in prices, and we know that our 
friend, Mr. T. T. Krishnamachari, was also 
shouting very much, when he was not a 
Minister, about the increase in prices. But 
today what is it that he talks about? What is 
the remedy that he suggests? A very simple 
one. In the ultimate analysis, he says: 

"Essentially, the rising trend in prices is 
explained by the inadequate rate of growth 
in agriculture." 

Therefore, the entire blame is put on the 
inadequate rate of growth in agriculture. But 
the fact is that our agricultural production has 
not increased sufficiently. But as to why it has 
not increased sufficiently, I do not want to go 
into it just now. but the fact remains that the 
Finance Minister puts the entire blame for the 
rise in the prices on the inadequacy of our 
agricultural growth. 

Now, Sir, the same Mr. T. T. Krish-
namachari about a year ago, when he was not 
the Finance Minister, was shouting hoarse in 
Madras that it was primarily and 
fundamentally due to the fact that the middle 
men were cornering huge profits and that un-
less these middle hands were completely 
broken, it would not be possible for us to 
bring down the prices. And I know that Mr. 
Krishnamachari was also heading the 
Committee that was appointed by the Tamil 
Nad Congress Committee in Tiruchirapalli to 
make a report to the Congress Committee at 
Madras for bringing down the prices. I would 
*>sk him to look into that Report. 
Unfortunately, the Tamil Nad Congress 
Committee did 
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Report. But I would ask Mr. Krishnamachari 
to place that Report openly before this House 
and 'tell us whether he stands by that Report. 
Today he will not stand by that. 
{Interruptions) When he is not a Minister he 
will talk of the middlemen but today no such 
thing is there. Today the entire thing is due to 
the fact that agricultural production has not 
kept pace, as if two years before agricultural 
production had been tremendously high and 
the blame was not on agricultural production 
bu't on something else. This is the wonderful 
way in which we are today doled out these 
things. 

The other day, Sardar Swaran Singh—I read 
it in the newspaper— made a statement that 
there was no justification for the increase in 
prices. Well, did anybody ask Sardar Swaran 
Singh whether there is any justification Or 
non-justification for the increase in prices? 
The fact is that the prices have increased, and 
even according to him, there is no justification 
for the increase in prices. But according to our 
friend, Mr. Krishnamachari, the Finance 
Minister, there is every justification for it 
because it is essentially due to the 'fact that 
agricultural production has not kept pace with 
our requirements; therefore, there is every 
justification for this, as far as the Finance 
Minister is concerned. But according to the 
Food Minister's letter that he is reported to 
have written to a friend in Punjab, there is 
absolutely no justification for the increase in 
prices. But nonetheless, the prices have 
increased. How are you going to solve the 
problem? This is the fundamental question that 
is facing wi. 

Now, Sir, people today say that in order to 
increase agricultural production, it is 
necessary to give incentives to the producer. 
Very well. Give incentives. But how are they 
to be given? Vfe are told that 'the procurement 
price has got to be increased. But 

what I do not understand is whether the 
Government really understands the difference 
between the procurement price, the price of 
procurement by the Government of the 10 per 
cent of the produce that comes into the hands 
of these merchants, and the actual price that 
the actual tiller of the soil is getting today. 
Your procurement price does not mean that 
the peasant today gets that price. Is it because 
that the procurement price is today very low 
that we are unable to have actual agricultural 
growth? How is it that today agricultural 
growth is sagging? This is the primary 
question that is facing us today, and unless we 
are able to solve that problem, I do not think 
any amount of these adjustments in the 
Budget are going to really solve our economic 
ills. 

The other day I was at Nagapatti-nam, a 
district which is in the Than-javur District 
which is supposed to be the granary of Tamil 
Nad. When I asked what the price of paddy 
was, they told me that it was about Rs. 19 per 
bag of 48 Madras measures. I do not know 
about the maunds but the price was Rs. 19 for 
48 Madras measures. When paddy was selling 
at Rs. 19—two bags of paddy would give you 
one bag of rice of 48 Madras measures—rice 
was selling at Nagap-pattinam at the rate of 
Rs. 1-5-0 per Madras measure or at about Rs. 
59-6-0 per bag. Two bags o'f paddy, each of 48 
Madras measures, would give you one bag of 
rice, which would mean about Rs. 38 as the 
purchase price of the middlemen who purchase 
that paddy from the peasant but actually they 
are able to market it at the rate of Rs. 55 to Rs. 
58. The difference therefore amounts to some-
thing like Rs. 16 or Rs. 17. This was the 
position one month ago just when the bumper 
harvest was coming out. This is the big 
difference that is there between the price of 
rice when it is marketed fo the consumer and 
the price that is paid actually to the fnler of the 
soil. I do not say that this is the price that all   
the tillers of   the 
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soil are getting. I do not say, for example, that 
the big landholders. people who are in a 
position to withhold their stocks for a period 
of six or eight months, are getting the same 
price. Absolutely not. But as far as 'the 
common peasants are concerned, as far as the 
tillers of the soil who have got one or two or 
three or five or ten acres of land are 
concerned, they do not get that price. They 
have to sell their paddy immediately after 
harvesting a't distress prices because of their 
heavy indebtedness and all other types of 
things. Therefore, it is these people who have 
to sell their produce at distress prices. They do 
not get this price. On the other hand, wha't 
does the Government do? The Government 
fixes the procurement price. They compulsori-
ly procure about 10 per cent, of the rice that 
has been already taken by the millers and 'by 
the wholesale merchants, and the procurement 
price is fixed only for that. There is a levy of 
10 per cent. After selling that at that price, 
these people aie allowed to sell the rest at 
whatever price they can get for it. Therefore, 
what happens today is that this procurement 
price tha't you are fixing has no relation 
whatsoever to the price that the actual tiller of 
the soil is getting. So, this is the actual 
position tha't is facing the entire peasantry of 
this country. How are you going to solve this 
problem? That is the simple problem. 

Now, in order to be able to assure a proper 
price to 'the peasant, will the Government 
assure that price? You will have to assure that. 
What is the machinery it has got to do that? 
Fixing a minimum price for paddy or for 
agricultural products does not mean tha't the 
peasant is going to get that price. Therefore, 
the question is, what is the way by means of 
which you will enable the peasant to get that 
minimum price that you want him to get, not 
the procurement price but the actual price that 
you think » reasonable? 

This is the fundamental question that is 
raised. Now therefore, Sir, you cannot avoid 
this question, whatever might be the measures 
that might be taken, whatever the amount of 
regulation. We are told that the Government 
today are asking the State Governments to 
tighten their regulations over the wholesalers. 
But we know, whatever might be the 
regulations and however much you may 
tighten these regulations, these wholesale 
dealers have a way of escaping all 'these 
regulations. Mr. Bhaktavatsalam, the Chief 
Minister of Madras, had admitted some time 
back, two years back, that the regulations were 
tightened and that in spite of their tightening 
the regulations they were not in a position to 
actually control these wholesale merchants. 
Any number of accounts can be cooked up by 
them. They have got their experts who are in a 
position to cook up accounts, and therefore if 
is absolutely impossible to really enforce any 
regulations. This was the position some time 
back. And today, if you tell us tha't the 
Government is going to tighten the regulations 
and that these wholesale merchants will not be 
able to escape, I do not believe a word of it, 
because this is not practicable. Therefore, Sir, 
what is the way out? The simple thing that 
comes handy is this. We have tried to depend 
upon these wholesale dealers for any number 
of years. The other day I think Mr. Gulzarilal 
Nanda stated in Parliament, in the other 
House, that they had depended upon the 
wholesale dealers but unfortunately these 
wholesale dealers had let them down very 
badly. And I can tell you, the more you rely 
upon them, the more you will be let down 
badly. Therefore there Is no other way left 
'than taking over this wholesale trade; I am not 
asking for taking over of the other trade; take 
over this wholesale trade. There is no other 
way. I know Mr. T. T. Krishnamachari him-
self had advocated it some time back. I do not 
know why Mr. T. T. Krishnamachari, after he 
becomes the- 
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Finance Minister, suddenly gives up the very 
slogan that he had advocated some time back, 
that was given two years back. Is it not good 
today when prices have increased much more 
than what they were two years ago, when 
'today you find that these wholesalers have 
become much more unreal than they were 
some two years ago, when the resources in 
their hands are today far greater than what 
they were about two years ago? Well, in spite 
of these things, if you still think tha't you 
cannot take over these things, then the reasons 
must be something else. Of course I know that 
Mr. Krishnamachari stated the other day in his 
party—I read it in the newspapers—that 
provided 'the State Governments are willing to 
cooperate and the State Governments and the 
Central Government are willing to impose 
strategic controls—I do not know what 
strategic control means—provided the State 
Governments and the Central Government are 
willing to impose strategic controls   .   .   . 

THE MINISTER OF FINANCE (SHRI T. T. 
KRISHNAMACHARI) ; Is theTe anything that the 
hon. Member does not know? 

SHRI P. RAMAMURTI: Many things; I do 
not follow many, much of your language now. 

So, if the State Governments and the 
Central Government are willing to have 
strategic controls and they are willing to 
enforce them, the prices can be brought down 
appreciably. Now my question is: What is it 
that stands in the way? The State Gov-
ernments are all governments o'f the Congress 
Party; the Central Government is also of the 
Congress Party, and when this is the case, 
what is the question, what is the point in 
saying "if the State Governments are willing 
to cooperate and if the State Governments and 
the Central Government are willing, together, 
to enforce these strategic controls". Then 
where is the rub?   Where    is    the    
difficulty?   In 

spite of this formulation of statements 'the 
difficulty arises from the fact that there are 
vested interests both in the Central 
Government as well as in the State 
Governments, which do not want this kind of 
effective controls, which do not want the 
profiteer to be taken away. Therefore you are 
interested in continuing the present state of 
affairs. This is my straight question, Sir. 

Now the other question is with regard to the 
state of our economy in other respects. Now, 
as I said, we are going to depend entirely upon 
the profit motive and private capital for 'the 
purpose of ensuring economic growth. Our 
Finance Minister is not content with the fact 
that already the private capital is allowed to 
have enough profits. Today also he is giving 
an open invitation to foreign capital to further 
penetrate ouf economy. And what is the 
reason for it? Mr. T. T. Krishnamachari him-
self admitted in Madras—I am reading from 
newspaper reports—now he admitted, in an 
informal chat with pressmen, that foreign 
collaboration had to be welcomed because our 
technique and technological know-how were 
still poor, even though he would not deny—I 
a^ underlining this—even though he would 
not deny that foreign collaboration in a way 
meant foreign domination. So it is admitted 
that foreign collaboration would mean foreign 
domination. 

SHRI A. D. MANI (Madhya Pradesh) : Is it 
correctly reported? Did you ask him? 

SHRI P. RAMAMURTI: There has been no 
denial s° far. 

SHRI T. T. KRISHNAMACHARI: There is 
no use interrupting the hon. Member; he is so 
resourceful. 

SHRI P. RAMAMURTI: Anyway it has not 
so far been contradicted and it has been 
reported by a respectable paper, the 
"Economic Times.' 

SHRI A. D. MANI: How respectable? 
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respectable from their point of view, 
representing big business interests, and  
therefore   .   .   . 

SHRI T. T. KRISHNAMACHARI: I do not 
know what it represents. 

SHRI P. RAMAMURTI: Well, you know 
what it represents. Is there anything tha't you 
do not know? I am putting the question. You 
know which paper represents what. If you do 
not know what interests a particular paper 
represents, then obviously you cannot be the 
Finance Minister of this country. You know 
that and therefore they point out that the 
Finance Minister admitted that in a way 
foreign collaboration might lead to foreign 
domination, continuation of foreign 
domination. Then what is the reason for this? 
He says we must have technical know-how, 
that we do not have technical know-how. Then 
he also says that, unfortunately, we have 'to 
get along by getting loans for the public 
sector, Government-to-Government loans, the 
types of assistance that we are now getting, 
that the problem of repayment is going to arise 
and that therefore, in order to obviate the 
problem of repayment, it is better 'to have 
equity capital coming. Therefore, on that basis 
we will be able to solve our problem. Now in 
this connection I would just like to point out 
certain things. Yes, loans we have got to 
repay; the problem of repayment is 'there; no 
doubt about it and the interest charge will be 
about 5 per cent. But what js the rate of return 
for the foreign capital that is being invented in 
our country? What is the rate of return? Now 
here are the figures, not my figures; they are in 
a report of the United States Commerce 
Department. It stated in a recent report, the 
United States Government itself sta'ted that the 
return, after taxes—mind you, after deducting 
sales—that the return on American 
investments was of the highest in the world, 
and it stated that the return in 1962 amounted 
to 20:6 per cent; that is after deduction for 
taxes the return in 1962 amount- 

ed to 20-6 per cent, as against 19-2 per cent in 
the year 1961. Of course the figures are 
varying, our Government has computed them 
differently,' I know that our Government had 
stated that figure to be 13; 2 per cent in 1962 
as far as the American investments are 
concerned. I do not know how to reconcile 
these two figures. Our Government says that it 
is 13 2 per cent and the American Government 
says it is 20-6 per cent, and I dare say the 
Americans will not be far wrong, because I 
believe the American Government takes not 
only the actual   .   .   . 

SHRI GOPIKRISHNA VIJAIVAR-GIYA 
(Madhya Pradesh): That includes private 
sector probably. 

SHRI P. RAMAMURTI: It is in the private 
sector; 'private investments' I said; return on 
private American investments in India; not 
the public sector. In the case of the public sec-
tor you have got to pay only interest, and 
where is the question of return It does not 
arise from that. 

SHRI LOKANATH MISRA (Orissa): Do 
you rely more on American figures? 

SHRI P. RAMAMURTI: I am concerned 
with reconciling these two figures; how are 
these to be reconciled? And reconciliation 
comes this way. We know, as far as the 
foreign collaboration agreements that have 
been entered into are concerned, it is not only 
a question of profits, but you have also got the 
question of royalties. I am reading from the 
'Economic Times' of February 10, 1964 and it 
says that there are about 101 collaboration 
agreements in our country. Now what do these 
agreements provide for? They provide not 
only for the return of profits on the actual 
number of shares that have been taken, but 
they also provide for, what are called, 
royalties for the manufacture of particular 
goods in this country. I will just read out to 
you, I will give you samples; it is not possible 
for me to read the entire list; I will just read 
some of the samples. 
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"Precision Bearings—2    per cent on sale of 
products free Of taxes for gales within the 
country and 3 per cent, on export revenue." 
That is,  for every  item that is sold you have 
got to pay 2 per cent, as royalty to the    
particular    company. Similarly: 

"Prestolite—4 per cent, on the net annual 
ex-factory cost of products manufactured 
less the value of imported components. 

Paper Products—3/4 per cent of its total 
net turnover to the maximum of U.S. $ 
90,000. 

Wellman Incandescent—3 per cent, on 
the net sales excluding the value of 
imported parts." 

Therefore, if you take into account all these 
things, the royalty is paid not on the basis of 
profits because we know that the profit is 
calculated on the basis of total invested 
capital, but on the basis of the turnover. 
Royalties are paid on the basis of turnover. So 
if you take into account the return, it will 
explain the discrepancy between the 
Government's calculation of 13.2 per cent, 
return on the United States capital invested in 
this country and the American Government's 
calculation of 20.2 per cent. This would 
explain the royalty that is paid today by our 
collaborating companies. That would explain 
the actual difference that you find between our 
Government's calculation and the calculation 
by the United States Government. Therefore, 
Sir, nearly about 20 per cent, is the annual 
return that the American private investor in 
our country is today getting. 

Now, this is going to be a perpetual thing. 
Whereas if you take a loan and pay 5% 
interests and the balance of 15 per cent, if you 
pay for about three years, in that case the 
entire loan gets liquidated. On the other hand, 
inviting this private capital, this equity capial, 
would only mean that permanently, year after 
year you 

would be sending out 20 per cent, or 30 per 
cent, as profits on their investments and this 
will be a permanent drain on our country. 
Therefore, Sir, I take the statement of Mr. T. 
T. Krishnamachari to be correct. 

SHRI T. T. KRISHNAMACHARI: No, it is 
not. 

SHRI P. RAMAMURTI: All the papers have 
published it. You should have corrected it 
long ago. 

SHRI T. T. KRISHNAMACHARI: I did not 
use the words ^foreign domination". 

SHRI P. RAMAMURTI: Even it Mr. T. T. 
Krishnamachari did not use the words "foreign 
domination", the fact remains that it is foreign 
domination. About 20 per cent, is a permanent 
drain on our country. Is that what we are 
bargaining over? 

SHRI A. D. MANI: You have not explained 
why yoH rely more on the American statistics 
than on our Government statistics. 

SHRI P. RAMAMURTI: The deffer-ence is 
that royalty is not taken into account. Once 
you take royalty into account the discrepancy 
is explained. 

Now, Sir, you take the other question. We 
are now told about the question of our 
technical know-how. We had a number of 
technical agreements. We are now becoming 
the wiser for it. The other day, 'for example, 
Mr. G. L. Mehta, Chairman of the Indian 
Investment Centre, in a speech in Bombay 
said—I am quoting: 

"We have come across cases where 
attempts have been made by collaborators 
to sell obsolete processes or outdated 
machinery, including items of unnecessary 
equipment in the essential machinery list 
and make exaggerated claims regarding the 
potentialities of the Plan," 

He further criticised agreements both in    
private and    public sectors 
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which did not provide for Association of 
Indian technologists with the designing   o'f  
plants.   He   added: 

"This is a distinct loss to the national 
economy. Our industrialists and even the 
Government in respect of public sector 
projects have been content with receiving 
ready-made designs and plants from foreign 
collaborators." 

So this is the statement made on the highest 
authority. We (know what happened with 
regard to the turbine that has broken down in 
Delhi. The Japanese turbine has broken down 
and Mr. K. L. Rao himself found fault with 
our Indian engineers—that is what the 
newspapers report—that they are not in a 
position to repair it and he found fault with 
them. What is the use of finding fault with 
them when we are making technological 
agreements On collaboration with these 
foreign companies without associating our 
Indian 'technologists in the very -designing of 
these plants? How can we expect our 
engineers to be able to master these 
technicalities? That is why, in spite of 
innumerable agreements that have been 
entered into by way of collaboration, both in 
the private sector as well as in the public 
sector, we find, even after the completion of 
two Five Year Plans and after nearly three 
years of the Third Plan, that the technical 
know-how is absolutely absent in our country. 

People will say, "What is the way out?" 
May J just put a question? Tie Soviet Union in 
1927 was in the same position as we were in 
1952. How did they master the technique? 
They did not find it necessary to go on asking 
for foreign collaboration in order to be able to 
develop the Soviet industry. And today even 
the Finance Minister will admit that the Soviet 
industry is one of the best in the world. 

SHRI T.  T.     KRISHNAMACHARI: May 
.1 tell the hon. Member—because he is not so 
much interested in     the Soviet  Union—that  
probably  we  are 

more interested in the Soviet Union than he is? 
Nevertheless, the Soviet Union has given a 
contract to the I. C. .1. in a chemical plant. 
The turbine is being built entirely by their 
technicians. That the Soviet Government has 
got a different view with regard to our 
technical competence is wrong. 

SHRI C. D. PANDE: That is the Chinese 
view. 

SHRI P. RAMAMURTI; The Soviet Union 
might certainly give order for the designing of 
« particular plant to the I. C. .1. or to any 
other foreign company. That is not the 
problem. The problem is whether the Soviet 
Union is today dependent as we are after two 
Five Year Plans are over and part of the Third 
Five Year Plan? Has it been dependent as we 
are dependent on foreign collaboration? This 
is the simple and straightforward question. .It 
has never been so dependent. 

SHRI  T.  T.     KRISHISTAMACHARI: 
The.y paid  in  gold when 1hey called these 
people.    I have no gold t0 pay. I  have  only  
got Communist friends, not gold. 

SHRI P. RAMAMURTI: Therefore, 
unfortunately the position is that we do not 
find money to increase our production. 

SHRI P. N. SAPRU (Uttar Pradesh): How 
long did it take Russia to be independent of 
foreign aid? 

SHRI P. RAMAMURTI: In 1927 they had 
their first plan. .In the second plan itself they 
did not depend on foreign collaboration. We 
can also do it. 

SHRI P. N. SAPRU: May I remind my hon. 
friend that the Revolution took place in 1917 
and they had their first plan in 1927? 

SHRI P. RAMAMURTI: I quite agree. But 
the ten years that the Soviet Union had to pass 
through immediately after the World War was 
a trying period, for them.   There   was 
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revolution that was taking place and 
afterwards they had to rehabilitate. We 
achieved independence in 1947 and within 
five years we were able to solve the problem 
of recovery. We started our Plans in 1952. 
Now the two Plans have been completed. The 
Third Five Year Plan is about to be completed. 
And even at the end of the Fourth Five Year 
Plan I do not think we are going to be self-
sufficient as far as technical know-how is 
concerned. That is the Unfortunate position. 

THE      VICE-CHAIRMAN (SHRI 
AKBAR ALI KHAN) ; You know technically 
Russia in its previous stage also had very 
much developed. 

SHRI P. RAMAMURTI: Not much. India 
and the Soviet Union is the same thing. 
Therefore, the problem is that the very 
agreements that we are today entering into 
with regard to foreign collaboration are such 
that they will never make our technicians 
•understand the know-how of modern 
technology. This is the only position. And also 
it is admitted that many of the agreements on 
technical know-how that we are getting are 
antediluvian, of the year 1940 or earlier. We 
do not get the most modern and up-to-date 
techniques. This is the unfortunate position. 
They are interested in seeing that the most up-
to-date modern techniques are not given to us. 
This is the unfortunate position in which we 
find ourselves today. Therefore, to say that this 
foreign collaboration is absolutely essential in 
order to develop our growth, to ensure our 
growth is something which I cannot 
understand. 

Sir, there is another question on which I 
would like to say a few words. There is the 
question of monopoly Commission that has 
been promised. I do not know why it has 
"become necessary to appoint another 
commission. We know, for example, Prof. 
Hazari Report. That project was financed by 
the Planning Commis- 

sion itself. .Is that report not sufficient? And is 
it also not a fact that as far as the banking 
industry is concerned, during the last ten 
years, from the year 1952 to 1962, the total 
deposits in the Scheduled banks increased 
from Rs. 900 crores to Rs. 2,260 odd crores in 
which the State sector also is included. None 
the less a tremendous growth has been there in 
banking. How did this growth come about? It 
grew partly as a result of inflation that is 
generated in the economy of the country. It 
grew as a result of that. But we also know that 
as far las these banks are £pncer|ned.—a,t 
least as far as five top banks are concerned—
the Punjab National Bank with which my 
friend, Mr. Goenka is connected, the Central 
Bank of India, the Bank of India, the Bank of 
Baroda and the United Commercial Bank, 
these are controlled by certain big business 
houses. 

Mr. T. T. Krishnamachari today says that 
he does not know whether there is any real 
growth of monopoly. It is only a question of 
controlling of interests. What exactly is 
monopoly is something about which he is not 
very clear. The ownership is to-day dispersed 
but unfortunately there is some amount of 
concentration and bad management is also 
there. He does not want to interfere with 
management. How he will not be interfering 
with management and still prevent control, 
how the control and management can be 
diversified is a thing I cannot understand. At 
any rate, how he is going to solve I do not 
know. None the less, the problem is there. Is it 
not a fact that there is a linking up of banking 
finances? The industrial houses are also 
controlling these banks and what else is 
required to prove that there is growth of 
monopoly interests in our country? When 
once inside our country banking capital is to-
day concentrated, bank deposits are controlled 
by a few big or top houses in this country and 
therefore they are enabled to utilise these bank 
deposits in furthering the growth of their own 
interests, industries in which they are 
interested, then obviously he will not be     
able 
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to prevent a further concentration of 
economic power in the hands of these few 
people so long as you allow these banks 
to continue in their hands This is the 
simple proposition that stares everyone in 
the face but my friend says that he will be 
able to control the banks not by taking 
over the banks but by the new Banking 
Act he has passed, he will be in a position 
to prevent all these. I dare say that any 
amount of inspection that might be 
ordered by the Finance Minister will n°t 
be able to prevent the utilisation of the 
funds concentrated in the hands of these 
big bankers who are also the biggest 
industrialists in our country in their own 
interests for the development of their own 
particular industries that th«y want to 
sponsor in this country. 

SHRI A. D. MANI: Do you mean to 
■say that^the Reserve Bank is not 
discharging its  functions? 

SHRI P. RAMAMURTI; The Reserve 
Bank will not be able to. If the Reserve 
Bank has been able to discharge its 
duties, why is it that the concentration 
has grown? 

SHRI LOKANATH MISRA: These 
banks control the Congress. 

SHRI P. RAMAMURTI; That is true. 
They will be able to control not only the 
Congress but they will be able to control 
the Finance Minister also; in spite of all, 
that is going to  happen. 

SHRI LOKANATH MISRA: They take 
the Congress as an industry. 

SHRI P. RAMAMURTI: I do not think 
that the Congress is an industry. 

Therefore when that has been the 
position, as far as the Banks are 
concerned, our Finance Minister tells us 
that he is going to appoint a new 
Commission as if all the reports that have 
been made available to the Government 
all along by its own officers are not 
sufficient. For example., there is the 
report of the Company Law 
Administration. A number of studies have 
been conducted by the Company Law' 
Administration, a number of studies with 
regard to inter-locking of     directorships      
are 

there. When all these facts are there what 
is the fun of saying that we are now going 
to appoint another Commission to go and 
find out whether there has been really any 
concentration of economic power, 
whether there has been any growth of 
monopolies in this country and how we 
are going to stop this monopoly? This is 
what we are being told. Now the result is 
going to be that for the next five years, 
further concentration of wealth and 
further concentration of economic 
power—and with economic power also 
goes political power—is going to take 
place in the hands of these, few houses 
and we do not know where we are  going  
after that. 

The last question that I wish to deal 
with is this. Our friend talked about the 
fact that much of the profits that are made 
are to-day invested not in productive 
avenues but for speculative purposes. It is 
quite true. How are we going to stop that? 
The best way to stop that, according to 
Mr. Krishnamachari, is to adopt some 
fiscal measures. .1 dare say that all these 
fiscal measures will be defeated by those 
people. For lexample take urban housing 
and the Capital Gains Tax. You are 
putting about 75 per cent. Put 100 per 
cent. Capital Gains Tax. I dare, say that 
methods will be found to evade the Tax, 
because it will be very simple. After all 
the thing has to be registered. I know of 
instances. I myself wanted to sell some 
property. I may now tell the facts. When 
the Kerala Government was there, they 
asked me to find out some purchaser for 
their house near Kotagiri. I went and 
asked some people to buy that. The 
Kerala Government ,was willing to sell it 
for about Rs. 6 or Rs. 8 lakhs. The people 
said "We will give you Rs. 6 lakhs but 
you must be prepared to register it for Rs. 
2 lakhs". This is the position. I tried my 
best. t, said: *Who is going to take the 
rest of Rs. 4 lakhs? Am I going to take or 
is Mr. Nambudri-pad going to take?' 

SHRI C. D. PANDE: IS it the same 
property ,which Mr.  Easwara      Iyer 
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sold  te  the  Communist   Government 
for an abnormally highprice? 

SHEI P. RAMAMURTI: NO, it is still 
there. Ultimately I said: "Unless you are 
prepared to register the deed for Rs. 6 
lakhs I am not going to sell."   We cannot.   
.   . 

SHRI M. N. GOVINDAN NAIR (Ke-
rala) : For your information, Mr. Easwara 
Iyer did not purchaie, he ■old the land. 

SHRI JOSEPH MATHEN (Kerala): 
For  transport  purposes. 

SHRI P. RAMAMURTI: Let us not 
digress.    Whatever  might be the 
Capital Gains Tax that you might im 
pose, even if 100 per cent, is imposed 
I dare say that this speculation will 
continue and the registration deed 
will not show any capital gain, on 
the other hand it is quite possible that 
the registration deed might show even 
capital loss. Therefore it is not by 
means of fiscal measures that we will 
be able to to-day stop this speculation 
that is taking place not only in urban 
houses but even with regard to sites. 
For instance, in regard to lands lay 
ing round about Coimbatore or Tiru- 
ehy, just because there is a Heavy 
Electrical:, Engineering Factory that is 
coming up, immediately the land is 
grabbed and within two years land 
is being sold and a land which was 
bought for Rs. 30 a cent is sold for 
Rs. 300 a cent. That is taking place 
everywhere. Therefore how is it that 
we are going to stop this? To-day we 
want capital formation. We are talk 
ing about capital] formation. How 
«re we going to get this capital for 
mation? We know that the 
biggest source of this speculative acti 
vity is the commodity market. It is 
there. Unless we are in a position to 
stop the commodity market, unless 
we are in a position to totally take 
over that and prevent that, and 
tackle it at the source of it, any 
amount of these fiscal measures is 
not going to prevent the tremendous 
amount of speculation that is taking 
place to-day in the commodity market, 
in the share market, in the bullion 
market and in every place that is 
imaginable       Therefore,       not     be- 

ing in a position to stop this tremendous 
^peculation that is taking place 
everywhere, the poor people are being 
sought to be penalised for that. 

Take the  other  question.  Agricul 
tural production has to be increased. 
Where  is  the  capital t0  be  invested 
in  agriculture?    We know that    the 
last  Reserve  Bank  Survey  of    1964, 
January  also pinpointed that the in 
debtedness  of  the peasantry     to-day 
has increased.   It is true that the in 
debtedness   of   the  big     land-owning 
class is not there.   They have to-day 
actually  profited  as a result  of    the 
increase in the prices but the common 
people, the poor peasants have to-day 
become extremely dependent on usri- 
ous loans.    The village money-lender 
is the biggest shark and because     of 
this heavy indebtedness the farmer is 
forced to sell his produce at the lowest 
price   available   immediately       after 
the harvest.    So either way he      is 
to-day mulcted.    He is ta-day mulc 
ted, he is to-day the victim both    of 
the speculator as well as the     village 
money-lender.    Now  a part of      the 
big money that is being created    in 
this country, the big money that     is 
being made in this country, that money 
is   being  utilised   both   for    usurious 
money-lending in the villages as well 
as for speculative trade. Now what is 
the total amount?    ,1s there any ac 
count  of  it?    Is  there  any  estimate 
that is made of the amount of money 
that is invested in this country    for 
speculation   as   well  as  for  usurious 
money-lending in the villages?     Now 
unless both these sources are to-day 
completely cut off and you ensure the 
peasant a proper price so that he is 
enabled to invest a certain amount of 
money in  agriculture, how are    you 
going to-day to increase the agricul 
tural  production?     Therefore   it      is 
from this point of view, it is from this 
aspect that I said that I agree     with 
Mr. Krishnamachari when he said that 
all  these   three  are  integrated  pro 
blems—the  problem     of  prices,   the 
problem of        production        and 
problem of export; all these are integrated 
problems but the way to tackle them is 
not just to go on as it   is but 
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the way to tackle them is to prevent 
the sources where the accumulation 
takes place for the purpose of specu 
lation, ensure that the peasant gets a 
proper  p e  that  to-day he    is 
totally  freed  from  the  clutches      of usurious    
money-lenders.     If   necessary we can even 
make a law saying that all the, indebtedness of 
the agricultural   peasants  is     today      totally 
wiped out and the State itself should provide 
the needed agricultural credit for the     
peasants.    These    are    the fundamental  and 
immediately  necessary measures without 
which    it    is not going to   be possible to 
solve the problem   of  our   agricultural  
production and so long as we are not in a 
position to solve the, problem   of agricultural 
production, we cannot    have surplus for 
export.    Therefore we go on depending more 
and more on foreign capital and if we go on 
depending more and more on foreign capital, I 
do not know where our country will go. We 
will continue to be poor. Therefore, it is from 
this point of view that 1 want to point out that    
as far as this Budget is concerned,    there has 
been  no  re-thinking whatsoever.     In spite of 
all this tom-tomming, there has been no real re-
thinking. On the other  hand,   the   clock  has  
been put hack.    More   and   more     
concessions have been shown to the private 
sector.    More   and  more     opportunities 
have been given to them for making profits   
and  as  far  as  the     common people  are 
concerned,     nothing    has been done to them. 
The prices    will continue to rise and nothing 
has been done though they had promised that 
they would hold the price line.  The pnces 
continue to rise and the people will continue to 
suffer and it is    on that basis that  capital    
formation is being built up in our country. I can 
understand their saying there is    no capital  
formation  in     our     country. Capitalists in 
our country cannot find capital because they do 
not have an empire just as the British had an 
empire a'nd the French had an    empire when 
they built up their capitalism. Our capitalists do 
not have an empire on the basis  of which    the    
British could   build   their   capitalism.   Unfor- 

tunately our capitalists do not have any 
empire. They have only the Indian people to 
loot. And how do they loot the Indian people? 
The only way that these capitalists can do that 
is by increasing the prices. That is the main 
reason why in spite of what the Finance 
Minister was saying—and very rightly too—
when he was not the Finance Minister, that 
they should take over the foodgrain trade, that 
the difficulties were mostly due to the 
middlemen, that the middlemen should be 
totally eliminated, today, when he has become 
the Finance Minister, he has totally changed 
his tone. He does not even talk of the 
middleman. In the entire Budget speech he has 
not talked of the middleman. No wonder that 
the big man-eaters he was talking about they 
are now extremely happy about it. Every 
pronouncement by him was followed by a 
spurt in the stock exchange prices. On the 
29th August, 1963, Shri T. T. Krishnama-
chari became the Finance Minister and 
immediately in the stock exchange in Bombay 
the Tata shares increased by Rs. 5.50 nP per 
share. 

AN  HON. MEMBER;   It is   a great tribute. 
SHRI P. RAMAMURTI; The Tata shares 

increased by Rs 5:50. I don't know whether 
that is relevant or not, but that is the fact. On 
the 29th August he took office and on the 30th 
September. Tata shares increased by Rs. 5.50 
per share. Similarly the Century Mills shares 
went up by Rs. 14 per share. Instance after 
instance can be given to illustrate how the 
Bombay Share Market showed a hi* buoyancy 
immediately Shri T. T. Krishnamachari was 
appointed Finance Minister. I may read out a 
small quotation from "The Capital' of 
December,   1963  where  it  is written: 

"There has been a spectacular rise in 
share prices since the return of Mr. T. T. 
Krishnamachari as the Central Finance 
Minister. Whatever one may say about the 
Kamaraj Plan, the stock market has been 
greatly benefited since the Cabinet 
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reorganisation following the imple-
mentation of the Plan has installed Mr. T. 
T. Krishnamachari as the Finance 
Minister." 

Great tribute from the proper quarters. That is 
the proper quarter from which tribute should 
be paid and it has been paid to Shri T. T. 
Krishnamachari. Even today I know there are 
members of the Federation of Indian 
Chambers of Commerce and Industry who are 
shouting against the fiscal policy of the 
Government. But I can see that really in their 
minds, they are extremely satisfied with the 
measures that have been taken. What more 
can they possibly want? The Excess Profits 
Tax has been taken away. The Super-profits 
Tax has been taken away and it has been 
substituted by the "Surtax", where the capital 
basis has been so widened that it now includes 
not only the actual share capital invested but 
also the borrowed money. They are all taken 
together and also so many others—I forget 
which,—and the capital basis has been 
widened and on that there is to be this surtax. 
Actually the industrialists must be happy 
about it. And these industrialists have been 
clamouring for collaboration of foreign 
capitalists, that some of the existing 
restrictions should be withdrawn and so on. 
And Mr. T. T. Krishnamachari has given them 
these concessions now. What more do they 
want? As a matter of fact, the philosophy 
underlying this Budget is actually the 
philosophy of the Swatantra Party and I do not 
see any socialism in it. If then people still 
shout against it, it is because they want him to 
go more in the same direction. They should be 
actually grateful to him for what he has done. 
But they want some more concessions and it is 
only for that that the Federation of Commerce 
and Industry are shouting. We can understand 
that. I dare say Shri T. T. Krishnamachari 
thinks it is within the ambit of and in the spirit 
of the Bhubaneswar Resolution. I think this is 
not the real spirit of the Bhubanes- 

war Resolution, this is not socialism. 
He has tried to put it in socialist 
language, but actually the thing is 
something different. Actually it is 
nothing but bolstering up of big pri 
vate monopolists in this country and 
big concessions have been made in 
order to get further growth of capi 
tal formation. Unfortunately this is 
going to distort the growth of capi 
tal in our country. Our capitalists 
are not in the same state as those 
successful capitalists of England and 
France in the nineteenth century. We 
know how those capitalists went 
through a competitive stage. We 
know the English proverb: "Honesty 
is the best policy." They don't say it 
is a virtue. They say it is the best 
policy, because in that period of 
competitive capitalism, honesty paid. 
The more honest you were the more 
customers you had. That was the 
period of competitive capitalism. 
Unfortunately, in our country we are 
trying to build up capitalism when it 
is not possible to have such a compe 
titive stage at all. Today our indus 
tries are protected in every way. 
Capital formation is in the hands of 
the Government. All sorts of incen 
tives have to be given to these men. 
Banks are kept at their disposal. It 
is the policy of the State to see that 
capital formation takes place. The 
State helps them in every way. The 
State helps them to find foreign col 
laboration. Everything is done for 
them. Similarly, the market is pro 
tected. It is all a protected market. 
There is no competition. Therefore, 
unfortunately, capitalism      cannot 
develop here as it did in other lands. 
Everything is found for it, and therefore, it is 
not a stage when that proverb "honesty is the 
best poliey" holds good. On the other hand, 
they find that dishonesty today is the best 
policy. That is why today we find values have 
been totally shattered and corruption takes 
place not only in the Government but also in 
the highest business quarters. Our business 
standards are so very bad. Therefore, when 
that is the standard set by those in the highest 
levels, what can be the social values at the 
lower 
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levels?    That is why today   in society we 
find values being shattered. 

DR. SHRIMATI SEETA PARMA-NAND 
(Madhya Pradesh): What is your remedy? 

SHRI P. RAMAMURTI: Well, about that we 
can talk later. Unfortunately I have not the 
necessary time now. But this unfortunately is 
the position now and there is no dispute about 
that. Today, after seventeen years of our 
attaining independence, the best values we 
had during our national struggle, they are 
totally shattered. And so long as this policy of 
the Government continues, these value? will 
go on suffering and they will get shattered and 
we do not know what the fabric of our society 
will be, what the moral fabric of our society is 
going to be at the end of it all. 
Though Shri T. T. Krishnamachari has been 

talking of re-thinking, I find very little of real re-
thinking in this Budget. We can only request the 
Government to have some real rethinking. If 
there is real re-thinking, then it must be seen in 
their policy. I do not want any socialism. I am 
not asking for any socialism now. I only want 
some immediate measures to be taken. About 
socialism we can dispute later on. We can then 
think of what sort of definition socialism should 
have and so on. Pandits can quarrel about that. 
You can quarrel. I can quarrel. We can talk 
about it. But that we can do later on. Now, all I 
want is some immediate measures which will 
put our economy on a proper basis and which 
will prevent the tremendous amount of growth 
of speculation that is taking place, with so much 
money being invested in speculations. All that 
money should be invested on the land and for 
forming real capital for pro-- duction purposes. 
You should take some immediate measures 
which will put an end to the price spiral that is 
going on today. If the Government is pleased to 
take some of these measures I will be satisfied. 

Therefore, there is nothing to commend 
this  Budget.    On  the     other 

hand, I find the same policy that has been 
there all these seventeen years, still being 
continued, despite all this loud talk about re-
thinking. I only request the Government to do 
soma real re-thinking. 

SHRI M. GOVINDA REDDY (Mysore): Mr. 
Vice-Chairman, the hon. Member who has 
resumed his seat just now criticised the Budget 
as on« which has nothing new in it but con-
taining old things with slight adjustments here 
and there but towards the end of his speech he 
said that there was no rethinking. Of course, 
there would always be rethinking upon 
anything. That is a thing which cannot be 
disputed. In my opinion there is a good deal 
that is new in it and the approach of the 
Finance Minister in making the Budget 
proposals has been imaginative, realistic and 
responsive to public opinion. Sir, a Finance 
Minister, in my humble opinion, is not a mere 
tax-gathering machine. He has to have his eyes 
on the pockets of people as well as on their 
sufferings. That is why 1 said that the Finance 
Minister has to be responsive and I am glad 
that the Finance Minister has proved to be very 
responsive. As an instance of a responsive act, 
I would just mention; that he immediately on 
assuming office relaxed the Gold Control 
Rules. Sir, whatever may have been the good 
object of the Gold Control-Rules, it cannot be 
denied that it was not an imaginative step. I 
agree entirely that we should do away with the 
rule and lure of gold hut there is a method and 
there is a time for it. What happened, Sir, after 
the Gold Control Rules were promulgated, 
there was a gold rush and people—if people 
with means lose money it does not matter—
belonging to the poorer sections had to buy, 
out of necessity, gold in the blackmarket and 
those of us who move with the people, with the 
masses, know what a tremendous amount of 
gold rush there was and what an amount of 
money flowed into the hands of the.-
blackmarketeers. Crores and crores of rupees 
went into the hands of the very people whose 
hands were to be 
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Gold Control Rules. I will mention one 
personal instance. I had to marry off a 
niece of mine, two or three months after 
the Gold Control Rules came into effect, 
and according to the custom of my 
community in that part of the country, at 
least a ring has to be exchanged and a 
thali has to be put round the neck of the 
bride. 1 was asked by my people to get a 
ring and some gold for the thali. I brought 
to their notice the existence of the Gold 
Control Rules and told them that it was 
impossible to get gold; I could, at the 
most get 14 ct. gold but then they said 
that 14 ct. gold was no gold at all. They 
wanted real gold. I wrote to the 
bridegroom—he is a graduate— 
explaining the position and telling him 
that I could not go and buy in the 
blackmarket and asked him whether he 
could do without it. He was prepared to 
do it but his people would not allow him. 
They said, marriage with this or no 
marriage. I persisted in not buying gold 
from the black-market and my people 
wrote a strong letter saying "Your 
stupidity is incorrigible. The girl will be 
left in our hands. Who will marry her 
then?" Now, this was the position not 
only in my community but in almost all 
communities. There was a stage for doing 
these things but unfortunately lack of 
imagination defeated the very purpose of 
the Gold Control Rules and the very 
temptation for gold was increased by a 
thousand-fold, making the 
blackmarketeers and the jewellers to 
profit while the poor people suffered. I 
am very happy to say, and when I say 
this, the House will agree with me. that 
the Finance Minister relaxed this decision 
and although he was not the less firm in 
insisting upon the implementation of the 
Gold Control Rules, he was responsive to 
public suffering not only of the 
goldsmiths who were driven out of 
occupation, who were starving and some 
of whom even had to sacrifice their lives 
but also of the people and he relaxed the 
Rules. I wish he applies his mind to this 
question and relaxes the Rules to the 

extent of necessity. One can asls, who 
asked these people to indulg* in this sort 
of custom? That is true, nobody asked 
them to indulge in such customs but the 
customs are there. You cannot do away 
with them. Why have the Government not 
brought forth a common civil code for 
India as directed in the Constitution, 
article 44? It is simply because that such 
a code would now wound the susceptibi-
lities of some communities, wound the 
people who believe in certain customs; 
and you cannot do away with them 
overnight. If that is so, what is the good 
of making people rush into the hands of 
blackmarketeers like this? This is one 
instance of the responsiveness of the 
Finance Minister that I wanted to bring to 
your notice. 

The other thing that I want to mention 
and for which I would like to offer him 
my congratulations relates to the 
abrogation of the Compulsory Deposit 
Scheme. As far as the financial side is 
concerned, nobody can dispute with the 
arithmetics of it. That is true but then it 
results in terrible pressure, inconvenience 
to people, hardship to people, particularly 
in the rural areas. This should have been 
realised then. This was again another 
instance of a less imaginative act, if I may 
be pardoned for saying so. No doubt the 
State would have mopped up a huge sum 
of money by this Compulsory Deposit 
Scheme but the hardship and incon-
venience that would have resulted to the 
lower income groups would have been 
tremendous and I am glad that he has 
realised this and has abrogated this 
Scheme. The third thing for which I want 
to congratulate him is the reimposition of 
the Expenditure Tax. 1 know that this 
measure has been criticised by many as a 
very unproductive measure involving 
hardship. I do not know whether it is 
productive or unproductive but there is 
one distinct gain which I want to place 
before this House and that is the 
psychological gain. People belonging to 
the business community and well-to-do 
people are indulging in a spree of spend- 
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ing. Go to the most luxurious hotel; examine 
the passenger list of tht air line companies; go 
to the race course or any place of pleasure and 
entertainment and spending. You have the 
sons and daughters of rich people indulging in 
wasteful expenditure. Unfortunately in this 
country, Sir, money can buy anything. Money 
can buy the honour of people. Money can 
bring people to dishonour. Money can make 
slaves of people and money can  buy 
anything. 

SHRI BAIRAGI DWIBEDY (Orissa): 
Money can break the Ministry even. 

SHRI M. GOVINDA REDDY: Yes, money 
can do anything. If that is so, for a 
Government which has the object of 
establishing a socialist pattern of society, I 
would ask whether it is advisable to allow 
money to have this free play, free play not 
only in respect of wasteful expenditure but free 
play for exploitation of the weaker sections of 
the community also. Sir, this exploitation 
results in untold social evils. If we are going to 
give this free play to money, when are we 
going to bring a socialist society in this land? I 
would like to know this and anybody can 
enlighten me on this. We can never have a 
socialist society without the spending spree 
being curbed. Therefore, this Expenditure Tax, 
apart from stopping the waste and preventing 
youngmen and women wasting their substance 
and apart from stopping the wastage of 
national wealth in a sense, will stop the 
ushering in of so many social evils which are 
harmful. I am glad that a tax on expenditure 
has been imposed. There is no doubt that there 
will be hardships, on account of accounting 
and some harassment too. I want to know one 
taxation measure in which is not to be found 
some element of harassment or hardship. Thi3 
cannot be avoided. Similar is the case with this 
measure. Therefore, the harassment that might 
result in some cases should not have been a 
justification for having removed this measure 
and I am glad that the Finance Minister has 
reimposed it. Psychologi- 

call it is toning up the wealthy classes and it is 
also an encouragement to those who are 
economically poor. Now, Sir, a fiscal measure 
has two sides to it. One is the monetary side 
and the other is the human side. Now, any 
Finance Minister, first of all, looks to the 
monetary side. That is true. But we have to 
look to the human side as well. Now, I am 
taking up a point in relation to the objective 
we have, namely, a socialist society, whether 
this objective does not call for a reorientation 
of our fiscal policies. The measures which 
have been adopted till now are mostly 
orthodox measures, traditional measures. I 
want the Finance Minister to think on original 
lines. I appeal to him, because I believe he has 
originality. I do not know and I cannot say 
that he is a socialist. He will excuse me for 
saying that, but I know this that if he minds he 
can introduce a cent per cent socialist Budget. 
He has imagination to devise ways and means. 
For that I do give him credit and, therefore, I 
appeal to him. 

Now, Sir, I want to draw his attention and 
the attention of the House to a fact which is 
very disturbing and that is the fate of the 
middle classes. The middle classes are not 
high earning groups or high income groups. At 
the same time, they have to keep up a hundred 
appearances of decency in society. Each 
earning member will have four or five persons 
dependent on him, which is not the case in res-
pect of the, working class. Now, what is their 
position in this rising spiral of prices and 
decreasing income? These people find it hard 
to live. If I say that life for at least the lower 
middle class is becoming impossible, I do not 
think it is an exaggeration. Those who move 
with them know it. Maybe Ministers will have 
no occasion to move with such people and 
they do not know their sufferings. I know to 
what moral degradation people have come 
down, particularly in cities, people who have a 
very limited income but who have large 
families. This is a thing which    has destroyed 

29 RSD—5. 
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our social fabric. This is a thing which cuts at 
the root of our ethical standards. I think, it 
deserves the attention of the Finance Minuter. 
A way must be found to come to their relief. 
Relief should be found. Of course, I am only 
suggesting. it. I do not say that the way is very 
smooth or very easy. I realise the difficulty of 
devising an equitable method of making up 
for these middle classes. One way is this. 
There are these induce; taxes. Now, a rich 
man earning Rs. 10,000 a month will pay the 
same tax on the commodities which he 
consumes as another man belonging to the 
middle class getting only lis. 100 or Rs. 120 a 
month. Now, Sir, can we not devise a means 
by which at least articles of consumption, of 
daily necessity and certain other necessities 
like shelter, clothing and other things, are 
given to him without the disadvantage of his 
having to pay the rising prices? A method 
could be devised, I think. I do not know. I 
cannot say that I can now give a particular 
method. But if the Finance Minister's mind 
works on those lines I am sure he will be suc-
cessful in devising ways and means. This has 
to be done. With all the emphasis at my 
command I wish to urge him to devote his 
attention to this question, because the fate of 
the mid-dlle classes is terrible. Now, they 
want to educate the boy or girl. Imagine the 
cost of text-books. Should excise duty on 
paper be levied for these things? Take, again, 
kerosene, matches and such things. The excise 
duty realised may be considerable. I think an 
alternative could be found. I suppose we 
should exempt at least several stages of these 
articles or several stages of levels of 
consumption o1 these articles and see that an 
increasing burden is not imposed or those 
whose purse is already limited This should be 
made possible. Otherwise, let us give up this 
business of having a socialist pattern of 
society Let us give it up. Nobody believes ir 
us now. I honestly say—people wil excuse  
me for saying it—nobody be- 

lieves in us. All these years we have not taken 
any socialist step and, therefore, nobody 
believes that we are very earnest about having 
a socialist society. If we do stick to that 
objective, we must think on these lines, of 
making up for those by other means than the 
traditional means which we have used. We 
must pull up people whose levels of income 
are low and who are suffering a lot of 
hardship. This has to be done. Education must 
be made cheaper. Medical facilities may be 
given free by some method. A hundred way3 
can be devised of making up for these people. 

The next question I would like to deal with 
is the nationalisation of banks. I know the 
Finance Minister's views on that. I know that 
many people are against the nationalisation of 
banks. When I say that and when I give him 
my views it is not that I do not appreciate the 
difficulties in the nationalisation of banks. I 
know that it gives a sudden shock to the capital 
market and it may disturb for a time our 
economy. But there is another side to it and to 
which I would invite the attention of the House 
and that is this. As I said, money has got a very 
great power in this country. If I have Rs. 10 
lakhs and if I know I can get access to banks 
and loans as I desire, I can compete with 
anybody else who is less favourably situated 
than me in regard to financial resources either 
in accepting contracts for buildings or 
supplying or purchasing in the market or in 
respect of any economic activity. That is why 
economic activities are controlled by a few 
houses in this country. In spite of the measures 
that we have taken so far, we have not been 
able to take away from them this economic 
power. Now, the man is privileged in getting 
loans from banks. As it is now, his relation is a 
director. He has somebody who ha? a friend as 
• director. Therefore, he can easily get access 
to a loan. He can get it on favourable terms, 
whereas the other man who does not know 
anybody c*n- 
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not get it on such terms or so easily. 
Therefore, in the matter of economic 
competition, where will this man stand, when 
he has no help, no access to a bank in the 
ordinary way . . . 

THE MINISTER OF FINANCE (SHRI T. T. 
KRISHNAMACHAHI) : N0 relation. 

SHRI M. GOVINDA REDDY: . . . no 
relation, no friend or no influence or any such 
thing? Where does he stand in economic 
competition? He must stand alone. And that is 
why in spite of our earnest attempts t0 find out 
how far the gulf between the income groups is 
lessened, in spite of the Mahalanobis 
Committee's attempt to find out, they have not 
been able to say exactly how and where the 
huge money that we have invested in these 
Plans has gone, whether the gulf between the 
rich and the poor ' has been bridged to any 
extent at all. I think the Finance Minister has 
promised to go into it and take further steps to 
examine this question. What I am submitting is 
that it is true that the access to money for a man 
who is situated favourably places hi.m in a 
better position than the other man in regard to 
economic competition. Therefore, you can 
never have a socialist society. That man will 
always be free to exploit and he has exploited. 
The other argument that you give is: Let him 
earn, but I am here to take away the money, to 
take away his earnings. That is true. But what is 
the good of that? If I earn Rs. 10 lakhs I can 
give away to the Finance Minister Rs. 9 lakhs. 
But the trouble is, what about the man who 
cannot earn even Rs. 10 because I am having 
the power to earn Rs. 10 lakhs? That is the 
thing. Our ability to mop up is no remedy for 
ending exploitation. It is no justification at all. 
Therefore, this side has to be considered, whe-
ther the economic life of the community is not 
now at a disadvantage as far as the poorer 
sections are concerned, when contrasted or 
compared with the richer section of the 
community, and whether we should not remove 
the unfavourable     advantage     that     the 

stronger people enjoy. Nationalisation of 
banks, in my opinion—1 have an honest 
belief—will go a iong way towards solving 
this question. 

I am glad, Sir, that the Fin 
ance Minister has provided some 
concessions for the private sector. 
It is true that as long as we 
have a mixed economy in this 
country, as long as we cannot do with 
out the private sector, we should take 
care to see that unnecessary hardship 
is not imposed on them. Simply 
because I am a socialist I do not for 
a moment say that we should not 
give them due facilities. The Finance 
Minister has made a very intcl'igent 
distinction, if I may say so, in cate 
gorising industries and giving 
relief to those industries whose 
profitability is      less       and      at 
the same time whose utility to the nation is 
more like the electricity undertakings, etc. 
They richly deserve that support, and I do not 
find fault with the several measures which he 
has t3ken to give them relief. I do not know, 
and I cannot say whether the surtax that he 
has proposed will bring in the same amount as 
the super profits tax. It is only for experts and 
for those who know the business affairs to 
come to a decision in this regard. 

Only one more point I would like to 
mention, and that is with regard to the public 
sector undertakings. The public sector 
undertakings have come under criticism, some 
of it harsh at many hands. I think the Finance 
Minister also has been very firm in saying that 
the public sector undertakings should pay an 
adequate return. Of course nobody can dispute 
with that point that the public sector under-
takings should pay an adequate return. But, 
Sir, the public sector undertakings are on a 
diffeient footing from the undertakings of the 
private sector. They have got a social 
objective. Their way of running is different. 
The amenities and other things that are 
provided in the public sector undertakings are 
far better than those provided in the private 
sector undertakings. But above all, a 
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undertaking by its very nature can never give 
the same return as an undertaking of private 
individuals. So, to insist on a public sector 
undertaking giving a return all at once is .   .   
• 

SHRI T. T. KRISHNAMACHARI: 
Nobody said that. 

SHRI M. GOVINDA REDDY: I do I aot say 
that you insist, but several people do say that. 
There was criticism. I do not say that you did it. 
So, it is not quite right to say that. In fact I know 
of several cases and I think the Finance Minister 
also knows of several cases in the private aector 
where for years together they have not been able 
to pay any return at all. It is quite possible. By 
that I do "ot mean to say that they should not be 
run on efficient lines. They should be run on 
efficient lines because they are public 
undertakings which have the public money on 
trust with them. 

[DEPUTY CHAIRMAN in the Chair.] 

It takes some time for them to yield adequate 
returns. One must view •hern with sympathy 
because it is for no private profit that these 
public sector undertakings are being run. One 
has to view them with sympathy, one has to 
wait and watch. I do not agree with Mr. 
Santhanam and others when they said that the 
State should not indulge in these things. In fact 
more •nd more undertakings which are of a 
productive nature and which cater to the 
common masses as such must be handled in 
the public sector. I have no doubt that with 
good management they will be run 
successfully. 

Madam, on the whole I welcome the 
proposals of the Finance Minister. 

DR. SHRTMATI SEETA PARMA-NAND: 
Madam Deputy Chairman, I welcome this 
opportunity to speak on the budget proposals. 
It is not necessary for me to go into the details 
of taxation, but at the outset I would like to 
say that the Finance Minister's task     at     all     
times     is     a   very 

difficult one in any country, and here 
particularly in a way it has been a difficult one 
and also in a way it has been an easy one. It 
has been an easy one because last year's 
taxation itself has given him at least some 
relief as far aa providing money for defence is 
concerned, which is quite out of proportion to 
what we have ever done before. It has been a 
difficult one because people were expecting, 
specially those who wanted to make out that 
the emergency wag over, that there would be 
very great relief because the common man was 
suffering under the burden of taxation very 
severely. That has not been possible with 
regard to relief from taxation on commodities 
the prices of which had gone up last time all of 
a sudden. But before I go into that, I would 
just mention that though we feel that there is 
no fresh taxation on ordinary commodities like 
soap and other things, the States which are 
very short of money—and I have here paper* 
relating to a certain State—have this time 
levied taxes on practically all items of 
everyday use. However, I cannot go Into that 
here. But if every State does that, whatever 
relief one' feels has been afforded by the 
Centre in not taxing the ordinary items of daily 
consumption will be taken away by the States 
by doing so. 

The budget has provided this time for a 
little surplus. There are differences of opinion 
with regard to a surplus budget. Some hold 
that it is not very good economy—and it has 
been held to be so for the last six or seven 
years—.to have a surplus budget, that it 
should be just a balanced budget. But a deficit 
budget was always considered to be a better 
budget because it gave an incentive to work 
hard. But I do not think that it has resulted in 
that. 

The Finance Minister is really in a difficult 
position, a.g I was saying just now, because 
the emergency is not yet over. But on the 
other hand it has increased.   If ke does not 
provide    for 
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defence on the same scale—and he has 
provided some Rs. 34 crores more— 
people will blame him for haying gone to 
sleep. But there, Madam, we nave the 
consolation that foreign countries like the 
U.K. and the U.S.A. who promptly came 
to our help will continue to do so by our 
being grateful to them for coming 
forward to help us generously. I would 
like to put it to the House that no foreign 
country which helps another country of 
the size of India in trouble really does it 
entirely on humanitarian grounds. It is 
also equally for its own protection. I 
think it is a wise policy for the United 
States and Britain to have come forward 
to help India to fight an enemy like 
China, if it came to that, because it is 
better to fight the battle on another 
person's soil than bring the danger nearer 
oneself. From that point of view even 
though the danger is not quite imminent 
yet— because we all expected last 
summer a renewal of the attack that has 
been held back—we should not be com-
placent because it is the peculiar method 
of the Chinese to blow hot and cold and 
they would suddenly strike the person 
unawares. There is also another purpose 
in making a country like India, whom 
they consider as their rival, spend on 
defence, because in that way she will not 
be able to divert all her resources in a 
peaceful way to her progress. Countries 
like Pakistan may well criticise India that 
India should not spend so much on 
defence. But that is neither here nor there. 
They are talking about thines which 
China would like them to say and they 
are following that policy. 
4 P.M. 

Now I would refer to some of the 
remarks made by the Finance Minister in 
his Budget Speech. Part A of his speech 
shows that he is appreciative of the 
problems and difficulties and also that he 
is prepared to do certain things for 
meeting the present situation about deve-
lopment and about the shortage of 
capital. He is prepared to welcome and 
invite foreign capital. I Tefer to 
paragraph 24 where he says: — 

"Quite apart from the credits which 
we receive from Governments, we 
could raise funda from the banking 
system and capital markets of the 
world." 

I need not read out the next sentence. 
But further on, he says: 

"... we should specially welcome 
foreign investment in the shape of 
equity capital which not only brings 
with it technical know-how and 
managerial skills, but has the special 
advantage of not adding to the heavy 
and growing burden of debt 
repayment." 
Well, it sounds very nice but there are 

inherent dangers in this policy. I do not 
know what way could be shown perhaps 
to get out of this in the immediate future 
but I feel that it is necessary that on the 
floor of the House, in an outspoken 
manner, a hint should be given of the 
dangers in this. Later on, he goes on to 
say about the managerial personnel, etc. 

Well, first of all, I would point out 
the dangers involved in accepting 
foreign capital in an unbridled man 
ner and without any limit. There is 
the risk of foreigners getting the upper 
hand in our economy. It is usually 
said that the man who pays the piper 
calls the tune, and we do not know 
whether we have laid down a limit to 
the total capital that we would accept. 
As such, I would not have liked this 
sentence about equity capital. At 
least the words '51 per cent, 
and       49 per        cent'        should 
have been there; the foreigners' share 
should have been 49 per cent and ours 51 
per cent. 

Then, he goes on to say, in another 
paragraph, that there are two or three 
things about running the business 
successfully and he says, "The question 
is of management, not of control." In one 
place he says that control is of secondary 
importance but managerial skill with 
technical know-how is important. Now, 
we are going to invite so much of foreign 
capital. I know for a fact what is 
happening, in certain concerns, and we 
are bound 
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to invite more and more foreigners to 
manage their business. When we get the 
foreigners into business in this country, 
our people, though they are competent, 
have to play a second fiddle. They get 
disappointed; there is a vast difference in 
their salaries. That is why I said that the 
man who pays the piper calls the tune. No 
rules are laid down about the salaries that 
could be paid to the managerial staff that 
is coming from abroad and to our men 
holding similar positions. Why should 
that not be done? 1 would refer here to 
the way in which certain other countries, 
like Egypt in Africa, manage their 
business. After inviting foreign capital, as 
far as possible, they keep the entire 
control of the industry in their hands—I 
am open to correction—and have all the 
managerial personnel from their own 
countries. It was said by the Chinese 
themselves—whether it was actually a 
fact or not, I do not know—that in China, 
in spite of the technical know-how that 
the USSR was providing It, at least by the 
visitor who was going there, there was 
not a single Soviet citizen to be seen 
anywhere about in such an important 
plant like the Anshan Steel Works even as 
long ago as 1954 when the Chinese 
perhaps had not made so much of 
advance. So, I have to say that apart from 
the fact that when persons are drawn from 
abroad, so many of our own technicians 
who have got their training get frustrated 
that they are not given a chance in the 
running of the industries and that there is 
so much of difference in the salaries paid 
to the foreign personnel in a concern and 
the Indian personnel, I feel that the future 
development of the industry in this 
respect will meet with certain hazards. I 
think this question should be carefully 
examined and certain conditions should 
be laid down in these matters as to what 
percentage of foreign personnel should be 
there, what percentage of their salary bur-
den should fall on the industry, where 
they can be employed, what positions 
they should occupy and for what period 
they should  remain.     I 

can understand if they are to come for 
starting a new industry and remain for 
two or three years and be sent back, but 
facts are otherwise. 

I would also like to ask here why we do 
not take any steps to see that the money 
invested by our own businessmen from 
India in foreign countries is brought back 
to tftiis country, at least to some extent. 
There are very many big business 
people—1 do not want to mention their 
names— who are doing business in 
Addis Ababa and other places and also 
in. Egypt, who keep their money far the 
expansion of their business there. Instead 
of inviting foreign capital, some of this 
capital, by compulsion, ought to be 
ploughed back into our country. 

Incidentally, I would also like to ask 
what measures Government are going to 
take to check the bank accounts and 
search the lockers, etc. for (hidden gold 
of the business people. Are they taking 
any steps to look into the accounts of the 
Prince? and other rich people who have 
opened accounts in Switzerland, accounts 
which are not in any name? I understand 
that they are allotted a number and 
nobody, not even the bank's agent, knows 
what name' or whose account, No. 67 or 
No. 55, as the case may be, represents. 
So, these Princes and others who have 
hidden accounts in foreign countries 
should be asked, should be made rather—
because they are not going to listen by 
being asked only—to plough back their 
capital or their investments in foreign 
countrie* into this country, before we ask 
other foreigners to come and invest here. 

Well, Madam, after this I would like to 
turn to a few other matters before I come 
to education. The speaker who preceded 
me was saying something about the cost 
of living. I would like to say that while 
the statistics given indicate usually the 
cost of living index having gone up 9 per 
cent, or 8 per cent, or 10 per cent,  
actually the prices  of commo- 
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dities which the poorer classes, the wage-
earners and even the lower middle classes 
have to pay are atout 40 per cent or more 
sometimes. I am referring to wheat and other 
grains that matter to them a great deal. The 
poor man is very rarely able to afford any 
other articles' of dailj consumption, in whose 
cases the index could be shown as 9 per cent, 
or so. I mean meat and other things like eggs. 
In England during war time people used to get 
or.e egg, or rarely two perhaps, per head per 
week. I was reading that the milk that is 
consumed in India can be counted in spoons 
per head, not even a quarter of a seer. So, the 
cost of living index figure of 9 per cent is Just 
a figure to be laughed at when actually the 
cost of living in the different States has risen 
from 25 to even 40 per cent. Therefore, 
instead of being told that by running co-
operatives they will get relief, they should be 
given certain facilities by whatever method it 
is possible to do so. Rationing has failed 
because of the all-pervading vice of 
corruption. They should be given certain relief 
by giving them essential commodities at a 
certain fixed price. Otherwise this tax relief 
and other re!ief will remain a topic for 
discussion for a little while amongst 
businessmen, and a few people at the top will 
prosper while the others are left to suffer 
throughout the year as a result of this. 

Similarly the Government should take care 
that the prices of commodities are not raised 
just a month or two before the Budget, or a 
month or two even after the Budget, of stocks 
which were purchased perhaps three or four 
months ago. This will mean a very careful 
inspection; a random toMpectaon certainly 
will enable them to catch a few people, and if 
they are drastically punished under the 
Defence of India Act, undeT the powers 
which the Government still possesses, I feel 
this disease of fleecing the ordinary consumer 
will go. I would refer incidentally in one 
sentence to the amount of pensions that the 
old pen- 

sioners draw, the pensions that they get on a 
salary of below Rs. 300, the money value now 
being perhaps four annas or three annas to the 
rupee. Now one has to imagine the plight of 
some of these pensionexi who hav» old 
d?pcndants to support and who draw pensions 
of Rs. 100 or Rs. 126 per month. So 
something should b« done by Government, 
not increase their pensions, but give them 
relief in a certain form, i.e. as medical 
treatment, or perhaps clothes at a cheaper 
price. Now all these remedies were suggested 
for several years, during the last few years, 
but the State Governments, who can really 
move in the matter, seem to be incapable of 
handling the problem. I would suggest one 
more interesting way to the Finance Minister 
for increasing taxation, and at the same time 
for solving a big problem of unwieldy 
increase of population. 

We all know that our food production falls 
short of all tihe targets that we may be 
achieving leaving aside the vagaries of 
climate, like frost, like heavy rain, like 
drought, etc. because our population is 
increasing at a very high rate. It has been sug-
gested very often, that a tax on people having 
more than three children should be 
considered—a tax per extra child; not with 
retrospective effect; that would not be fair—at 
least now, here. Somebody should suggest an 
amendment, somebody should bring forward 
this amendment; if the colossal amounts spent 
on family planning—crores of rupees now, 
several crores—are to be of any use and are 
not to be an infructuous expenditure it is very 
essential that this tax measure should be 
considered, and there is nothing novel about it 
because, already, an extra tax on bachelors ii 
in existence. So this will be following the 
same ideology. 

Similarly there should be a tax on marriage 
expenditure. The General Expenditure Tax 
has been suggested, but I personally think it 
will be more 
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on paper, because of evasion and the 
cooking up of accounts than something 
which will actually help the Government. 
Now marriage expenditure can be easily 
assessed if people are put on the spot to 
watch the expenditure; at least so much 
expenditure on lavish entertainments and 
show  and pomp, that will  be saved. 

I am glad the Compulsory Deposit 
Scheme has been scrapped and the 
Annuity Scheme has been put there. But I 
would make a suggestion that the lower 
income group people should be allowed 
to pay their insurance premium from this 
Annuity. Otherwise it would be a double 
burden on the tax-payer and it would also 
perhaps reduce the life insurance receipts. 
This question should be examined in 
three months' time; Government could 
take up this issue and see that permission 
is given to people drawing up to Rs. 
1,000 and below to pay their life 
insurance premium from the Annuity that 
they would have to pay. 

Now I take up Wage Boards. Wage 
Boards are appointed. I do not know how 
Wage Boards after Wage Boards, which 
have come and which are going to come 
for different industries, which have given 
and will give their Awards, how they are 
going to meet the situation unless there is 
a composite Wage Board to examine the 
proposals of these Wage Boards. But all 
the workers' representatives will object, 
because it means a time-consuming 
factor, and Government studying the 
proposals of any Wage Board itself is 
being objected to by workers, because 
that delays the giving of increase in 
wages. I feel therefore, what is necessary 
at least for the time being is to scrap the 
Wage Board machinery and decide on a 
certain minimum wage for all industries, 
then add a certain agreed percentage —
that will be for all time—and then add a 
certain percentage agreed upon by the 
workers and the employers and the 
Government representatives —not   a  
Wage  Board;     Wage  Board 

wastes a lot of time going round, touring 
all over the country where the industries 
are spread over different places—and add 
to that a sliding dearness allowance and 
that sliding dearness allowance itself will 
meet the needs according to the prices of 
commodities, which differ in different 
States as a result of the vagaries of 
climate. Otherwise, there will be a 
constant agitation for raising wages, 
because of the local rise in prices due to 
various circumstances, more cunning 
businessmen trying to exploit the market, 
and the constant agitation is bound to 
affect the production level, and one 
reason why I feel the country has not been 
able to make rapid progress in raising the 
income of the common man, or even 
raising our small savings, is that we as 
workers, ordinary workers, even office 
workers, are not taught to give our best to 
the country by working in a conscientious 
and honest manner. This type of agitation 
always takes away the desire to work in a 
steady manner. 

Now I turn to education, Madam. I do 
not know whether this is the appropriate 
time, but I would like to refer to the fact 
that the number of officers in the 
Secretariat of the Education Ministry has 
increased from last year, from 115 to 229, 
and their salaries and wages have gone up 
from Rs. 12 lakhs to Rs. 26 lakhs. Well, I 
hope this means more efficiency. I do not 
object to the cost of the civil expenditure 
or of the officers' salaries going up 
provided the output is commensurate, and 
especially on education I will never deny 
any expenditure provided the problem is 
tackled with vision and quickness. Now 
as to what type of education should be 
given, there has always been a discussion 
continuously going on, through seminars, 
conferences, etc. and I feel that if we 
were to appoint a research officer or a re-
search student to study, in any State, all 
over the country, since the days of the 
Radhakrishnan Commission up to date, 
whether there has be«n un- 
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animity even about the degree cour-«es, 
about the standard of our institutions, the 
findings would be something very 
interesting and also educative.   Therefore  I 
feel     that    something immediately should 
be done. I cannot   go  into   the   details,   in 
what way it should be done but I am glad to 
find that social welfare has    been given  a  
little  more  money,  not     as much as it 
should have been.   I am referring to the 
Social Welfare Board. After all, it is the 
States not the Centre that implement the 
scheme.   That also   applies  to   some   
other  schemes like   the   education   of     
handicapped children.   The   State  Boards   
are   the implementing      machinery.      
Unless, therefore, the  State Boards—
whether it is for social welfare, whether it ia 
for  education  of women—are  run  in the  
way  the  various  regional  plans are run, it 
is not likely to produce the result which it 
should.   I would refer here to the need for 
appointing different persons in the States as 
chairmen of    Social    Welfare    Board    
and    of National Council for Women's 
Education.   Now the point is that in    the 
States  unless  the     people     working there   
feel   that  there  is  some  scope for them to 
work for the country in these  organised  
schemes,     there     is stagnation.   And as a 
result it is no wonder  that  the  people   do  
not  believe in the schemes which the Gov-
ernment takes up as they did when the 
committee was appointed. 

I would now refer to the loan of 2,000 tons 
of paper which    Australia is   going  to  
give  to  the     Education Ministry for the    
printing    of    text books.   The text books 
are supposed to be printed with that loan by 
the State Governments and given free to 
poor  children.   I would here like to draw 
the attention of the    Education Minister,  
which  perhaps  they would do with  greater 
force in    the     Lok Sabha when the 
Demands for Grants come, that the text 
books are nevei published  in time,  not to     
talk     oi giving them free to the    poor.    
The text books are not available in    the 
market even six months    after    the

courses have begun. Where is the question 
of giving them free? Unless, therefore, the 
machinery is properly strengthened, it is no 
use handing over this paper to the State 
Governments.  I do not know where it will 
go. 

The Education Ministry has started taking 
steps by setting up a     Commission, as I 
said, the other day, composed of Members 
of Parliament under the chairmanship of Dr. 
Sapru to see what can be done to  decide the 
pattern of university education, what can be 
done to see whether education should   be   
a   • Centrally-administered subject in 
certain aspects.    The Commission will go 
deep into the problem. I would like to point 
out here that it is not necessary to appoint 
another commission  for the purpose 
because that will again be a frustrating    
and time-consuming measure.    It will be 
better to take decisions, send them to the 
States and ask the States to send back their 
reply very soon. 

Lastly, Madam, I would like to say that the 
Chamber of Commerce has sent its 
criticism on the Budget to the Members °f 
Parliament.   It was rather amazing to see 
the Chamber criticise all   measures   that  
woiild   affect  the capitalists.    There is 
very little from the  consumers'  point  of  
view     that they have to say.    I wish they    
had themselves submitted  an     exemplary 
budget or an alternative budget.     In other 
words, it would have been better if they 
had  said what they     would have done if 
they were to run    the Government. They 
do not realise that it is  very difficult to 
find money for the Defence in our present 
condition and also to put the country 
properly on the path of industrial 
development so that we do not have, 
sooner rather than  later,   to  depend     on     
foreign countries.     But  there   is   only      
one danger, namely, that of the foreigners 
getting the upper hand in the running of 
our industry and, therefore, getting the 
economic hold of the country as the  
Western   countries   did  in   China when 
they took over the control    of 
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sea ports leaving the interior without  any  
communications  to     be used for itself. 

One more remark of the Chamber that I 
would like to mention is this. They have 
said that the expenditure of Rs. 191 crores 
on the civil administration is an unhealthy 
trend.     I was rather amazed when I read 
about that. Without going into details how 
could such adept business people make 
such a sweeping remark?   Maybe, it is an 
unhealthy trend, I do not want to go into 
that.    But 1 would like to ask the business 
community what healthy trends  they  have 
shown  today.    My predecessor, who 
spoke before me, Mr. Govinda Reddy, was 
referring to control on expenditure and the 
way how to put it on healthy lines.   Our 
businessmen have  limousines.    They un-
dertake trips abroad under the excuse of 
promoting    business.    They    have 
various  other ways  in which     they 
spend    money.    Many      more    such 
examples      could   be     given.    First 
they    should    practise;      and    only 
then they should preach.      And     I 
would like to tell them the well known 
adage  that  example  is  better     than 
precept and physician, heal thyself. 

SHRI   LOKANATH    MISRA:    That 
will equally apply to the ruling party. 

DR.    SHRIMATI    SEETA    PARMA 
NAND: I do not know.   Ruling party 
is a sweeping term.    Every fold has 
its    black    sheep.    That    is    equally 
applicable to the Communist Party, the 
Swatantra Party and others also.   The 
hon.    Member       coming    from    the 
Swatantra Party was touched to the 
quick by my remarks. As far as the 
ruling party is concerned,    I am not 
defending it.   If there are some exam 
ples of corruption they are being dealt 
with.   It is for the, hon. Member who 
spoke just now to supply information 
about the corrupt people in the ruling 
party or about    extravagant people. 
But, as I said, every fold has its black 
sheep.   I am not holding any brief for 
anybody. ' 

SHRI LOKANATH MISRA: Mr. C. D 
Deshmukh could not eradicate it. How 
can I do it? I do not belong to your party. 

DR. SHRIMATI SEETA PARMANAND: 
You can be super-Deshmukh. Why do 
you belittle yourself? Mr. C. D. 
Deshmukh was then finding difficulty. 
Now the times have changed You should 
try to gather support and. pursue the 
matter. 

SHRI J. S. PILLAI (Madras): Madam 
Deputy Chairman, I thought you 
would not call me today. However,. 
I am thankful to you for calling me. 
We all know that our aim is to bring 
about a socialist form of Government. 
The Budget seems to have been fram 
ed with that end in view. The Gov 
ernment is thinking of equalising the 
unequal economic position of the 
citizen But, Madam, here you find 
inequality even from the birth. 
Simply because a man is born in a 
particular community, he is consider 
ed low to another man who is born 
in        some other        community. 
Whatever may be his virtue, his merit, Ke 
is considered low because he is born in a 
particular community. So we have got 
social inequalities even from the birth. In 
a perfect socialistic form of government 
we should have both economic and social 
equality. 

This social inequality has divided 
society into various water-tight com-
partments. Because of this hatred the 
untouchable was driven out to various 
countries such as Burma, Ceylon, Malaya 
and South Africa. I know, Madam, in 
Ceylon alone there are seven lakhs of 
people of Indian origin. They went there 
to escape from the social inequalities. I 
know something about these people 
because I was sometimes connected with 
the Ceylon tndian Congress and the 
Ceylon Indian Labour Union. These 
people left this :ountry to  eke  out their  
livelihood. 
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They went out three centuries ago when 
Ceylon was under the Dutch rule to work 
in coffee plantations. When Sir Frederick 
North was the Governor of Madras in 
1798, he was also the Governor of the 
maritime province of Ceylon, and he 
encouraged these people to settle in 
Ceylon and to work in the tea and rubber 
plantations. They have been living there 
from time immemorial. But the thing is 
that they have not been recognised as 
Ceylonese citizens. Now the Ceylon 
Government wants to send them back. But 
our Government is not prepared to take 
them back. Their position resembles that 
of the Trishanku Swargam. I do not know 
whether you understand that old saying. 
Trishanku was a shudra. He wanted to go 
to the Heaven. He approached saint 
Viswamitra to send him to the Heaven. 
Viswamitra said that he would utter some 
mantras. And he uttered some mantras. 
While he was going to the Heaven 
Vasishtha felt that a shudra should not go 
to the Heaven and he uttered some 
mantras which stopped him in the middle. 
Now Trishanku was hanging in between. 
So the people who went to Ceylon long 
ago are finding themselves in the position 
of Trishanku. I was reading the other day 
some literature belonging to the Third. 
Tamil Sangam of Madurai. I have seen it. 
The author says: 

Pan an   Parayan   Tudivan    Kadamban 
Enru Armal Alladu Kudiyum Illai. 

He says, these are the original inhabitants 
of this land. They are the original 
inhabitants and they have more right to 
live in this land than many other 
communities that are living here. I do not 
object to the others living here but I 
cannot understand other people standing 
in their way. The other day—you may 
have seen in the papers—President Ayub 
Khan of Pakistan, when he went to 
Ceylon, told the Prime Minister of 
Ceylon that he was prepared to take back 
the people belonging to Pakistan but they 
are few in number but t'he Indians are 
more in number. They have more 

right to come. I was disappointed when I 
saw it. I thought Mr. Krishna-machari, 
who knows about the hardships of these 
people, would provide a larger amount in 
the Budget to bring them back and to 
resettle them, which he has not done. 

The second point is that there is no 
parity between direct and indirect tax in 
the budget. The point has been made by 
others also and repetition is sometimes 
jarring but I would say that there is no 
parity between the two. The Finance 
Minister cares more for indirect tax than 
for direct tax. In this connection I would 
like to tell him what Gladstone said in 
Parliament. When he was asked which 
tax he preferred, he said that they were 
like two beautiful sisters and he loved 
both of them and he wanted to pay court 
to both of them. I will give his actual 
words.    This is what he said: 

Mr. Gladstone said on 10th May, 
1864: 

"I never can think of direct and 
indirect taxation except as I should 
think of two attractive sisters who have 
been introduced into the gay world of 
London, each with an ample fortune, 
both having the same parentage 
(necessity and invention) differing only 
as sisters may differ, as where one is of 
brighter and another of darker 
complexion, or where there is some 
agreeable variety of manner, the one 
being more free and open, and the other 
more shy, retiring and    insinuating 

n 

He wanted to make love to    both 
equally— 

"I cannot conceive any reason why 
there should be unfriendly rivalry 
between the admirers of these two 
damsels and I frankly own whether it 
be due to a lack of sense of moral 
obligation or not, that as Chancellor of 
the Exchequer if not as a Member of 
this House, I have always thought it not 
only allowable but even an act of duty 
to pay my addresses to them both. I am 
therefore as between direct and 
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indirect  taxation,   perfectly  impar-
tial." 

This is what he said. At that time 
probably the Europeans had better 
stamina than us. Probably the Finance 
Minister is a bit old and so he cannot 
attend to both the girls. My suggestion is 
that he should be rejuvenated by the 
injection of the direct tax serum, so that 
when he brings the next budget, both the 
taxes will be balanced. 

Then another thing that I wish to say is 
that he has not paid much attention to 
agriculture. There are others who have 
mentioned about it but by agriculturist 
they meant the landlord but I mean the 
tiller, the landless labour. He has not paid 
much attention to them. In the future he 
should pay attention to these landless 
labourers. 

Having said this I wish to congratulate 
the Minister. It will look strange having 
criticised that I should congratulate him. 
It is that his Budget is free from the 
irksome feature that we found in the last 
year Budget. For instance he has done 
away with the C.D.S. but he has not done 
away with the Gold Control Order. That 
is very important. The Gold Control 
Order was brought into existence for two 
purposes, namely, to prevent smuggling 
of gold and to lower the price of gold to 
that of the international rate. None of 
these has been achieved so far. So it is no 
use having the Gold Control Order. It has 
done much mischief. A number of 
people, I know, have committed suicide. I 
am not exaggerating when I say that some 
families of goldsmiths have resorted to 
prostitution for their livelihood. I know it, 
I am not exaggerating it, and it is 3imply 
because they have not anything to eat and 
so the females of some goldsmiths have 
resorted to prostitution. 

I am reminded of what Mr. Sri-nivasa 
Ayyangar said when he was the 
President of the Congress. He •aid that 
we should connect all    th« 

rivers in our land. That is, he wanted to 
connect Brahmaputra and Ganges, 
Ganges and Godavari, Goda-vari and 
Krishna till you go to Tam-barabarani. 
His object was that when you have rain 
in the Himalayas, there should be water 
in Thirunel-veli and there should not be 
any famine. These are the things he 
should remember and I hope the Finance 
Minister will do all these in the next 
year's Budget. 
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MESSAGE FROM THE LOK SABHA 
THE APPROPRIATION    (VOTE ON ACCOUNT)   

BILL,  1964 
SECRETARY: Madam, I have to report to 

the House that 1 have received a Message 
from the Lok Sabha, signed by the Secretary 
of the Lok Sabha: 

"In acordance with the provisions of 
Rule 96 of the Rules of Procedure and 
Conduct of Business in Lok Sabha, I am 
directed to enclose herewith a copy of 
the 


