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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. III—Forty-

fifth Session, 1963. [See Ap-
pendix XLVI, Annexure Nos.
34 to 39 for (i) to (vi) res-
pectively.] .

NOTIFICATIONs UNDER THE EMPLOYEES'
ProviDENT FuUNDg ‘Act, 1952

Sert C. R. PATTABHI RAMAN:
1 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
iLabour and Employment:
(i) Notification G.S.R. No. 206,

dated the 30th January, 1964,

} publishing the Employges’
,  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 ghall now
commence the general discussion on
the Budget., Shri Dahyabhai Patel
wil] initiate it,

We shall sit up fo 1.30 p.M.

Surt DAHYABHAI V. PATEL
(Gujarat): Sir, as I rise to speak on
-he Budget of the Government of India

-
r
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for the year 1964-65, my mind goes
back to the similar occasion last year
when I had characterised the Govern-
ment’s and the Prime Minister’'s atti-
tude to different Finance Minister and
I had compared it to that of a Blue-
beard who could not stand a wife very
long.

AN Hon, MEMBER: Pardon?

Sart 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, How-
ever, subsequent events have shown
that my remarks were not unjustified.

Surr AKBAR ALI KHAN (Andhra
Pradesh): Quite irrelevant.

SHRr DAHYABHAI V. PATEL: In
his Budget speech, the Finance Min-
ister has enunciated principles which
are basic to the needs of a develop-
ing economy. While stressing the
importance of making the most effi-

cient use of investmentg 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

;i to generate savings, both in the hands

of the individualg and jn the corpo-
rate bodies.

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

SHrRr 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. 1le feels
that it is equally important for our
development that the private sec-
tor 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 sour-
ces in the world outside, to augment
the external aid we receive, he thinks
we should specially welcome foreign
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 inter-
related 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 nation-
al minimum standard much er;

The question now is whether this
has been done~. Many of us feel dis-
appointed at this and feel that he has
not been able to carry out his inten-
tions. While he appears to give relief
in a certain measure, in effect, the
relief is not there or it is counter-
balanced 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, conti-
nued to be heavy. Even in the case
of assessees with incomes below
Rs. 15,000, though there will
be Dbenefit as a result of the with-
drawal of the Compulsory Deposit
Scheme, the net burden of direct
taxes will be much higher than that
of 1962-63. 1t 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

. {
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rates continue to be unduly high,
while in advanced countries like the
United States of America where the

_economy is booming, the income-tax

pom—r—y

rates are being slashed. In the United
States, in the case of individuals the
bresent range of 209, to 919, 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 direct?
taxes has shown a considerable
amount of buoyancy. Corporation and
income taxes together during 1963-64
are likely to exceed the original ex-
pectationg 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 I had quoted figures of the last
preceding five years, showing how this
had become a feature from year to
year, and 1 was quoting from the
Reports of the Public Accounts Com-
mittee which are published and are
available to Members of Parliament
and to the public. The same feature
confinues this year also. In 1964-65
the same feature is likely fo be re-
peated 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 imposed. 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 intro-
duced till the last year’s Budget alone
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would give a sum of little over
Rs. 1,900 crores of 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 suhstantially 1ncrease 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 alcne will show, But the
indications do not seem to be very
favourable. Foreign equity capital, par-
ticularly, 1is in great demand in a
capital-hungry world and it naturally
flows to places where it finds the
termg and the climate more favour-
able. If, therefore, we want to attract
this foreign equity capital, our taxa-
tion rates will have to be competitive.

Another point which needs consider-
ation 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 XKaldorian
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 allow-
ances which are granted 40 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 exche-
quer. 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. 1'368 crores in 1962-63
which is expected to go up to 2-16
crores im 1963-64 and 2:32 crores in
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1964-65. Th's has been paid on an  in-
vestment 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-
agzment of these plans and for the
failure of Government. The Finance
Minister admits that the Super Profits
Tax produces psychological resistance
and affects industria]l growth to some
extent. The Super Profits Tax goes
ibut 1t 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 com-
pany. 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 2 higher priority or
account of their strategic importance
on our capital incentives have not been
allowed the rebate. It is argued that
the incidence of 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
ion 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 inves-
tor. It will be in the nature of
double taxation or perhaps treble
taxation because the bonus shares are
given from reeources buill up after
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payment of tax, Furlher, bonus 1ssues
are subject to Super Tax of twelve
per cent A tax then for capital gains
is, therafore, inequitous. The removal
of the ceiling for Capital Gains Tax
is another 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 iz 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 znd, therefore, do not
deserve to be discriminated against.
‘The Finance Minister has given a
warning that tne continuance of the
Ixvelopment 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 forma-
tion thig warning should have been
issued when far more advanced coun-
tries 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, com-
prising of one hundred vper cent.
annual allowance and thirty per cent.
investment allowance in respect
thereof. The reimposition of  the
, Bxpenditure 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 puni-

tive and will react sharply on the
propensity to save and as a result
affect e 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

;
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Such frequent changes in Governe
ment policies cannot but have an up-
setting effect on the public. More-
over, past experience has shown that

the collection of this Tax is not com-

mensurate with the time spent, the
expenditure incurred and the energy
that is to be spent both by the Gov-
ernment and the assessee. Inequitous
distinction between earned income
and unearned income has not been a
happy feature of our tax system. A
higher 1ncidence of taxation on un-
earned 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 consum-
ing formalities that will have to
enter 1 it. It descends heavily on
a class of people who have marginal
capacity to save and invest. Al] these
schemes could have been put on a
voluntary basis; if necessary, the term
could have been a little more attrac-
tive or else provision should have
been made for the purchase of Tre-
asury Saving Deposit Certificates or
negotiable bearer bonds on a compul-
sory basis The provision to tax the
Annuity payments in the hands of
the taxpavers 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 depcsit of Income
Tax due within one month of the sub-
mission of the returns and a levy of
a penalty of fiftv per cent. of the
amount of tax payable in case of fail-
ure to pav the tax is very severe. The
time limit should be suitably extend-
ed Tt is proposed to allow to resi-
dent assessees who are not citizens
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of India a rebate in Income Tax and
Super Tax on a sum of two thousand
rupees per child up to two children un-
der 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 rea-
son why a similar rabate should not
be granted to Indian citizens as well.
Further, in a number of countries
rebates are granted for medical ex-
penditure incurred. In the United
Kingdom, the State provides for me-
_ dical relief. Here too some sort of
relief for medical expenditure should
be granted to Income Tax
12 Noon payees. Grant of exemption
to all intercorporate dividends
from Super-tax ang removal of the
provision in the income-tax law res-
pecting 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 nulli-
fies 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 provi-
sions in the Income-tax Act and other
similar enactments and for having
powers to make rules to stop abuses
in certain types of business expendi-
ture, as also with regard to powers of
search and seizure. Such large dis-
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cretionary powers in the hands of the
executive are likely to cause greater
harassmeni 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 en-
gaged in corruption. I would like to
see come true the Home Minister’s
assurance that he will put down cor-
ruption within a short period. But
1the drastic powers that are proposed
Ito 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 un-
justifiable. Therefore, I would re-
quest the Finance Minister to recon-
i ider some of the aspects of his
Budget and be true to the assurances
‘that he has given to the country. He
began by giving an assurance that he
was going to give relief. Unfor-
tunately, it has proved to be com-
pletely 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. -
Surt 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 investmentg should be
avoided. Thirdly, our administra-
tion should be made more efficient
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and strict economy should be en-
forced. Fourthly, he has said that
the range of inequalities in 1ncome as
well as in wealth should be reduced.
gradually but steadity 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
{0 provide old age pension or destitute
relief. I think plecemeal attempts like
this will only create more and more
discontent among the people. The time
has come when the Government of
India should formulate y real nationajl
policy on social securily, starting with
old age pension. I do pot mind where
they start from. They may start with
people of 65 and above. The provision
may be merely Rs. 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 pro-
vided family pension for Government
servants. I welcome the proposal, but
Government servants are a small frac-
tion of the population and they are
not the poorest section of the popula-
tion. 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 secu-
rity for all the people of this country.

\

Neow, 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 regrett-
able and harmful to the country if he
yields to the clamour of many people
who want the Government to manu-
facture cigarettes, to trade in rice and
grains and possibly in vegetables and
fruits. I think all this is crazy. The
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Government should concentrate on
those things which other people cannot
do, In fact, 1t has got tremendous
work to do in developing power, in
developing our basic industries and
transport and communications. Yester-
day a responsible person told me that
if we are to achieve even the level of
Japan, the per capita income of which
1s 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-
walts now. That is the range of deve-
lopment that is needed. Therefore, it
is right and necessary that the Gov-
ernment should concentrate only on
those things which cannot be done by
others and concentrate on them with
more effect.

1 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 warm-
ly welcome those proposals,

|

Then, a second set of proposals are
intended to reduce the range of ine
equalities, 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 Gov-
ernment to enforce them. They are
likely to be evaded in a large mea-
sure. T suggest that if he is anxious
to enforce these taxes, he must imme-
diately set up a National Valuation
Commission, with branches in every
State. which will value all buildings
and lands, all immovable property. All
kinds of taxation—income-tax, wealth-
tax and also stamp dutv—also, the local
prooerty tax, the municipal tax should
be based on the Valuation Commis-
<ion’s report. Now, recently T went to
Calrutta and Bombav to find out’
about the evasion of tav and of cor-
ruption. We were told by responsible-
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officers that properties worth Rs. 50
lakhg 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 sim-
ply raising the rate of taxation is not
going to do any good. 1 understand
that 1n Great Britain there is a Natio-
nal Valuation Commission which valu-
es all kinds of property and whenever
there is any dispute the estimate or
rather the tinding of that Commnussion
is binding upon all the partties. If
a similar ihing 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 separdate expendi-
ture 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, contactmen and others
who become skilled in evasion of these
taxes begin to flourish, We have got
almost a professional class which helps
all businessmen and other people to
evade these taxes. 1t is almost like
the lawver class or the auditor class.
It has become one of the most im-
portant classes in Delhi. Tts number
is legion. There must be thousands of
such people whose sole business is to
mee that as much tax is evaded as
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possible. Therefore, it is not right to
give more scope for such people.

I welcome the abolition of the sec-
recy 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 assess-
ments, especially assessments of, say,
over Rs. 10,000, should be published
Today what is happening? The law-
yers 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. There-
fore, 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 Gov=-
ernment must take the positive step
of publishing the various categories of
assessees and the assessments and
whether they have paid their assess-
ments or not, Therefore, it will be-
come 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 eco~-
nomy. Of course the Finance Minister
has mentioned it, but there is no indi-
cation that any serious steps to en-
force economy in the Government have
been taken. The need for economy is
obvious from the fact that the in-
crease in Government expenditure is
greater than the increase in national
income. In 1962-63 the total increase
in national income was Rs. 280 crores.
The increase in Central Governmaent
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expenditure under revenue account
alone was Rs, 272 crores. If we add
to this the increased revenue expendi-
ture of allthe 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 dezl, but
with regard to the non-official popula-
tion who are the vast majority, their
standard of life is bound to fall. There-
fore, 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.
1 do not want any single Government
servant to be dismissed or to be dis-
charged. But if in future recruitments
for the next 10 or 15 years it is de~
cided 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. T am sure that thig
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. There~
fore, if you give them more work,
there will be more efficiency and
therefore this is a thing which the
Finance Minister ought to give his
aftention to. N

Now I come to the Defence Minis-~
try. Of course our country being in
a state of emergency, it is considered
to be rather unpatriotic to say any-
thing 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 economvy of at least
Rs. 100 crores in the Defence budget.
We propose to spend for 1964-65
Rs. 717.8 crores in revenue expenditure
and Rs. 136 crores in capital expendi-
ture for purposes of defence. This is Rs.
50 crores more than that for the vear
1963-64 though this year as well as

29 R.S.D.-3.

{10 MAR. 1964]

1964-65 3756

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 of this De-
fence 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 re-
search 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 manu-
factured 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,

Surr A. B. VAJPAYEE (Uttar Pra-
desh): They are useful in the hilly
areas.

Surt K. SANTHANAM: In the hilly
areas only the small tanks are Tre-
quired. Please fing out whether your
cavalry fought in the NEFA region
They could not go there at all.

Suri A. B. VAJPAYEE: For ftrans-
porting goods.

Sunt K. SANTHANAM: Some mules
may be useful, but they are only a
small part. The bulk of the expendi-
ture is for the sake of show and pres-
tige. 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 . . .

SHrr C. D. PANDE (Uttar Pradesh):
Tt the profit is Rs. 1 crore out of Rs. €
crores, it is good return. Is it Rs. 1
crore out of Rs. 6 crores?
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Surr K. SANTHANAM: No, the
amount of Rs. 1 crore is the gross re~
turn on an expenditure of Rs. 6 croreg
and so, there is a net deficit of Rs. §
crores g 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 ex-
tensive laboratorieg all over the coun-
try but why should there be duplica~
tion 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 manu-
factured on the civil side ang all kinds
of things have crept in. It requires a
thorough cleansing and this will yesult
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 Rail.
ways or more than what is spent by
all the other civil departments put
together?

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

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

SHrr 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?

Surr 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 [
know that in the Civil Supplies De-
partment generally the Government
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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 rela-
tions between the States and the Cen-
tre. They are becoming more and
more chaotic.

LUHE UEPULLy CHAIRMAN tn the Chair)
Now, apbroximately, one-tha ol ine
Lotal amounts given as Ssubvenwuouns,
grants angd loans nave lo be returnea
1o the Cenue m  the iorm ol
interest and repayment of loans. And
what is happening is that the Govern-
ment of lnuia 1s giving loans for un-
productive purposes. ‘Lhe State Gov-
ernmentg take loans from the Centre
and build medical colleges, engineer-
ing colleges, elementary school bwld-
ings and other things, How can we
expect any State to repay these loans
with interest except through taxation?
To give loans {o the Siates, 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, thea 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 bet-
ween 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 expendi-
ture, See that your assets yield pro-
fits,” It is not ih a position to say
that because the States will say, “We
will strike”, and there will be political
repercussions.

Sur1 M. RUTHNASWAMY
ras): It is the same party.

(Mad-

Surr K. SANTHANAM: Whether it
1s 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. Every-
body wants railway lines in his own
Statc; the Swatantra Party people and
the Communists all join together.
Therefore, my feeling is that the Cen-
tre 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 scruti-
nise the projects and the financing
body—it may be a branch of the Re-
serve Bank or some organisation of
that type—will scrutinise, and it will
issue only such amotnts as are in-
vested properly. The Central Gevern-
ment should not take the responsibilitv
for the prover implementation of the
State Plans. It should be done by this
body; it will have the power to say,
“You have not spent last year’s allot-
ment proverly. Therefore, we are not
golng to give vou thig year’s allot-
ment.” Tt should be a body which will
be guided only by business principles
and not by political considerations.
Therefore, the financial relations bet-
ween the Centre and the States should
be put on a prover basis. srants under
article 282 should be stopped. The
grants should be determined by the
Finance Commission once for five
vears. and there should be no change.
So far as loans are concerned, they
should be given only bv a sperial
branch of the Reserve Bank or a new
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organisation to be set up for the pur-
pose. On the lines of the Planning
Commission, you may have a Central
Finance Commission permanently
which will dea] with loans. collec-
tions, instalments, interest and every-
thing.

Surr AKBAR ALT KHAN: Cannot
the Finance Commission which is to
be appointeq deal with tnis matter?

Surt K. SANTHANAM: The Fin.
ance Commission is a temporary body:
if it iy made into a permanent Com-
mission, 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 obvioug that because we
had all accepteq the Third Plan, we
had to accept all the consequences.
Therefore we have {o learn from the
lessons of the past and draw up the
Fourth Plan accordingly The pre-
vious 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 Min-
istry shoulq tell lhe Planning Com-
mission that these are the possible re-
sources for the next five years—of
taxation, of loans, of savings of foreign
assistance—ang you plan accordingly.
You should not call for expenditure
from all the States. Last time they
gave three times the possible resour-
ces. You must tell Madras: “We are
going to give you Rs, 200 crores; give
a plan for Rs. 200 crores”’, and they
shoulq distribute it between the dis-
tricts, 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 thcy should
concentrate on what the Finance Min-
1ster has called ‘productive invest-
ments’. 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 developeq and olg irrigation has
gone out of use and the net result is
ni, 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 Cenire 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 itg duty, and 1t
shoulq take full responsibility.

Only one word more. The Govern-
ment 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 zila parishads and many of them
are doing very good work; they have
all come into existence, but they have
no resources. In France such institu-
tions get an income of Rs. 50 per
capite. But in U.P, in Punjab the
panchayats do not get 4 annasg oper
capita, 1 had the privilege of being
the chairman of a committee to in-
vestigate these panchayat finances. We
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have recommendeq that every pan-
chayat in this country should be
assured a minimum grant from the
Centre and the States of one rupee per
capita ang they should raise another
rupee at least, and with two rupees
per capite they can provide the mini-
mum 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 spe-
cial finance corporationg shoulg be
set up in each State to give loans to
thege panchayats to build up remune-
rative assets. There are many places.
vacant plots on which if they build a
market, they may get a minimum re-
turn of 15 per cent, or 20 per cent.
But they have no capital, and there-
fore, to provide the capital needs of
these panchayat institutions the com-
mittee has suggested the setting wup
of panchayat finance corporations. I
do suggest to the Finance Minister
that he should not brush aside the
claims of these panchayatraj institu-
tions saying that they are the respon-
sibility of the States. No doubt they
are the responsibility of the Staves,
but the States can say that if they
had been left alone, they would have
developed the panchayatraj institu-
tions slowly, as and when theiy re-
sources developed. It is due to the
pressure from the Centre that these
institutions have had to be set 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 hcadache to
both the States and the Centre.

With these few remarks 1 whole-
heartedly welcome the Budget pro-
posals and congratulate the Finance
Minister on his excellent performance.
Thank you. ‘
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Surr  SONUSING DHANSING
PATIL.  (Maharashtra): Madam
Deputy Chairman, while according

general support to the Budget pro-
posals I have got a few obscivations
to make. The Budget, if I can des-
cribe it, is just like the curate’s egg,
g00qd in parts and bad in many parts,
but it is presented with an acumen
and ingenuity of a businessman; an
intelligent ang experienced adminis-
trator as he is he has tricd to present
the Budget in such a manner that it
becomes rather an essay in ingenuity
and it ig 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 industri-
alist and businessman, but it has neg-
lecteq the farmer altogether; no fair
deal is given to the farmer who -
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 s
the period for which the Budget is
presented. Several State Governments
have made recommendations to the
effect that the present pcriod from Ist
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 mucn
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.be a
little farther, I mean from the 1st ot
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. 1
made this suggestion, when 1 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 consider-
ing the pros and cons of the suggested
change, the balance of convenience
was in favour of repaining the present
period. With due respect to his bril-
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, liance and intelligent working 1 still
teel 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 siructure doesz not,
bring about any radical change in
the Government policies. As the
Finance Minister of the countrv 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 eco-
nomy is so. Our economy is sustain-
ed by foreign aid; we get a lot of
foreign aid, but iucn 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 Pian 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 a
meagre fund and think of its deve.
lopment? 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
Bhubaneshwar spirit is reflected? No
doubt there are ceme brighter as-
pects, 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 taxa-

tion policy should be so attuned that
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1t reflects the commwonu mans ming,
it reflects the comnmion maun’s needs
and j;t caters to the tominon mans

needs And feor tnat puipose the
country’s taxation policy shoud be
broad-based It 1s not biroad-based, 1t
has tried to cull ou. mcomes c1  re-
venues from a few pockets And that
1s going to help in the countrys re-
quirement of capital formation And
that capital formation can only come
very substantially {iom  agricultural
production, which provides L3th the
raw materials for tie induslry anc
also provides tmployment, substar-
tially to a very laerge section vt the
masses So while discussing the
taxation proposals or even formulat-
ing the taxation proposals, the
Finance Minister has to think whe-
ther he can collect adequate revenue
from all those pockets which are able
to pay the tax If that 1s not then
I think the country’s economy will
not stand on 1ts own It cannot be
self-suffictent and 1ndependent of
other sources Whatever foreign aids
we get by way of PL 480 acts as the
greate t restraint on our production
which, if I may say so, 1s the greatest
single enemy of agricultural produc-
tion It might look as a very strange
proposition from one belonging to the
Government Bencheg but I am saying
what 1 feel My seven years’ ex-
perience 1in Parhiament has not dis-
lodged me from that thinking, name-
ly, that the PL 480 1s destroymng the
agricultural economy of this country
I have written times without number
and also spoken to important national
leaders that this PL 480 Mission 1s
a suicidal Mission to this country’s
agricultural production Now today
our esteemed Food Minister, Sardar
Swaran Singh, who is a practical man,
1s gomg abroad for demanding more
food So that brings in a psychology
when we are not able to react
sharply, independently, to any pro-
posal of national 1mportance And
these are the consequences of this
PL 480 Even if T have to take food
with a friend, I feel that I am indebt-
ed to him Now we are getting
crores and crores worth of wheat,
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cotton and jute from America And
the cctton that is imported is not so
much to se.ve the common man but
the mills derive the highest benefits
They make 1mmense 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,
1s 1t going to be a socialist economy
or taking a step towards 1t?> So the
Fmance Minister’s Budget reflects the
mentality of a man who belongs to
an elite society and i1s 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 1s a certain bright as-
pect al.o of the Budget in so far as it
replaces the CDS by Annuity De-
posits But 1t 1s just an intellectual
game It 1s not something which can
give us some confidence that the
Annuity scheme 1s something better
than the CDS Whatever may be
the opinion of the Members of Parha-
ment and the people outside, 1 still
feel—here 1 am not defending any-
body—that the CDS would have
given more savings than the Annuty
scheme There 1s no doubt that there
1s an attempy to ratonalise the tax
stiucture so that the zevenues can be
swelled But this rationalisation has
not brought enough 1e.enues to the
national exchequer If it had brought
more ol revenues i1t would have been
certainly welcomed because we could
have utihised them tor productive
activity and the defence of this coun-

try

Mr Santhanam has rightly hit on the
point that we are providing a very
heavy budget for the Delence. But
what was the performance of the
Defence Ministry last year? We pro-
vided Rs 863 crores And now
there 1s a shortfall of Rs 175 crores
which they have not utilisea I do not
lay the blame at the dqoor of the
Defence Minister as such but the
blame 15 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 r.sing prices, An¢ 1 am afraid | no
Finance Minister upto thic time couid
tackle the problem of rising pr?ces.
That is one of our headachcs.
And in its turn it brings in a
number of problems, yising prices, in-
creased dearness allowance upgrad-
ing of cities ang again giving more
and more allowance {o employees su
that the production can be geared up.
But this again resulis in the conpeu-
tration of wealth in a few hands or
meeting the demands of those er-
sons who are marticulate at the |cost
of millions and croves ot peopie wno
are almost leaderless. Look at | the
condition of agricultural labour. They
are not organised. Nothing is done
to ameliorate their condition. They
are looking helplessly to t{he nationalt
leadership. But the national leader-
ship, if I may say so. to the great
misfortune of this country, is still not
coming out of the steel frame of
bureaucracy, The hureaucracy stu!
holds the balance, They conduct the
democracy in this country. So whart
we need is national leaders whol can
curb the bureaucracy in an effective
manner, control it in such a manner
that they will be ablc to guide the
destinies of the country and deliver
the goods. ) '

I have read the article written by
the ex-Governor of thie Reserve Bank
In the beginning there was some zea:
and earnestness on the part of poli-
tical leaders. That zeal has now vani-
shed. I do not know why. They have
to pamper the bureaucracy because

the bureaucracy is one of the sheel
anchors of politicai power. For any
performance of any Ministry they

praise the bureaucracy. Of course, 1
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 whaether we are
really looking to the common mgn.
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ces, the question of State finances are
the two most disturbine factors whicr
have bheen touched by the Finance
Minijster and I congratulate him for
that because the States, ;p ther ovn
way, depend more on the spoon-feed-
ing process of getting foudgra.ns and
other aids from the Centre. They du
not exert themselves much. Look at
their state of affairs. As far as the
betterment levy collection is con-
cerned, or the irrigation cess is con-
cerned, are there unv Stales whicn
have really given a return from the
projects for which they have spent
money? This reflects the general con-
dition. T may just quote how the
whole thing goes on. There 13 = lack
of adequate planning and co-ordina-
tion. There is a gap between the
potential created and the irrigation
111 power utilisation thereof Lv some
of the States. Gujarai, Mysore, West
Bengal yield very pour revenue; there
is under-utilisation of the whole thing.
The States are now getliag mto more
and more debts whereas their capa-
cty to pay the debis is very doubt-
tul. Therefore, the time has come
when there must be some vethinking
on the State finances, Whateve: auto-
nomy we might have given to the
States, the Centre cannci affosd to ve
weak towards the States. Now a stage
is coming when the Centre can =
accused of conniving. or whatever
reasons, known or unknown, at the
State finances of trying to continue
the process of spoon-feeding. So this
ig a very alarming siin. Sorie of the
States cannot even meet thelr over-
drafts. And this is & very alarming
<ign. They have {0 overdraw on the
hanks thereby creating a  situation
f-om where they cannot come ouf. S0
what we neeq is utmost economy in
public funds and proper utilisaliop
thereof. So the State finances wili
have to be examined very careful'y.
They will have to be told definite'v
that they cannot avoid the respons.-
bility of' repaying the debat and they
wil] have to give proper return on
the investment that they make either
in the major projects or any obther
projects,

(2
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As far as agricultural production 1s
concerned, the argument is advanced
that it 1s the direct responsibility of
the States to produce more But the
Centre has never fixeq the responsi-
bility of any State, 1t has not advised
the States to entrust the Agriculture
portfolio  to people who aie 1eally
motivated by a sense of earnestness
of purpose, urgency of purpose, that
the agricultural target must be kept
at a level at which they ate
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
supplymng food from the Central
stores to the States 1s creating a psy-
chology of dependence, a psychology
of spoon-feeding

Therefore they do not really devote
more attention to agricultural pro-
duction We thought that the Finance
Minister should have at least thought
of some radical change i1n the banking
policy 1 do not say that nationahsa-
tion 1s the remedy but I do feel that
the policy followed by the Reseive
Bank and the commercia] banks 1n
our country certamnly required some
revision More and more adequate
finances are to be provideq to the
needy agriculturists who alone will
utilise them for production purposes
but the banking policy in the country
1s 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 3 new approach and will
lay down certain conditions on the
Reserve Bank that at least 50 or 60
per cent of thewr assets or working
capital will be utilizeq to provide
agricultural credit and he shou'd en-
jon on the commercial banks to
follow suit for this; but if we take
into consideration the industrial pro-
duction, unfortunately even the
enlightened industrialists 1n this
country are not alive to this urgency
that unless they protected the farm
economy of this country, they would
not be able tn make profits or even
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gear up the industrial production
This 1s going to happen because what
15 the state of affairs in the small-
scale industries” They suffer from
lack of raw material That 1s their
«ty So the industrialists will also
have to think more and moie on
these lines

Then [ 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 PAC I had an
opportunity to study their finances at
very close quarters and I am of this
opinion that what he stated 1s trusm
and I must congratulate the Finance
Mimister for stating the facts Even
Mr Asoka Mehta, the Deputy Chair-
man ot the Planning Commission has
hit on this point Thewr returns are
very poor We have employedq nearly
Rs 1100 crores 1n the public sector
undertakings and the return 1is not
mora than half per cent Only the
HMT at Bangalore 1s giving us an
adequate return but the rest of the
public sector undertakings are not
eving adequate returns So ynless 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 requre In this
regard there are  few suggestions
which T wish to make in brief The
role of public sector undertakings
should be that they should be finan-
cially successful, administratively and
technically efficent and should be
giving reasonably adequate satisfac-
tion to the consumers’ demands If
these tests are satisfied, then 1 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 3 Parhamentarv
Committee should be appeointeq for
this purpose because up to this time
the undertakings responsimlity and
Parhament’s role were not defined
The Committee will go a long 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 1s not properly presented by
the Finance Minister. | disagree with
them. He has placed the tacts betore
the Parliament because 1t 15 one ¢t
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 secter
undertakings and get adequate
return as per our estimates, we will
not be able to inject sufficient money
or funds 1n our economy which 1s
going to have a capital pase. Qur role
up to this time-—the role ¢f 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 clearly the
picture. Even the annual reports pre-
sented to the Parliament or the
P.A.C. are 4o cleverly and intelligent-
ly put or drafed that you cannot
get a proper inkling into the matter.
So tha role of the public sector
undertaking needs to be completely
revised ang it should be made a sort
of a mechanism by which we can
realise adequate profits
\

Coming to the third aspect, T must
congratulate the Finance Minister for
removing the secrecy clause n the
Income-tax Act. My imeng Mr.
Dahyabhai Patel raised his voice of
protest that this will open the flood~-
gates for those who are revengeful
ang 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 pe able
to conceal their income and the un-
accounted money also. That is 5 good
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, 1 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 1
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still feel that the income-tax  base
must be lowereq down so that more
and more people we can have in 1ts
>weep, who can 1eg1t1mately contri-
pvute to the national exchequer. The
Iimic can be lowered down as 1n
Japan where the levels of income
also are very much higher than ours
but the lowest limit n Japan 18
1900. There 1s another aspect that n
a socialist ecomomy, when we are
niarching towards buldng up a
socialist society, we have to think
about the proportion of direct tax to
mdirect tax. This country 1s now
levying only 29 per cent. as direct tax
and 71 per cent as indirect tax. This
indirect tax ohly means a rise in the
prices. What we really feel 1s, we are
taxed less but we are taxed indirectly
{0 such an extent that we cannot bear
the purden. This a sort of camou-
dage. In a developing economy, even
in gn 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 Other-
wise, 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 1s
indication in the Budget papers that
security measures are going to be
there 1 think for the first time after
16 years the Finance Minister 1s 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 observea
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 peisons living in this country have
not come out of poverty and helpless-
ness Of course there is some change

and the change is also welcome that
fa

3
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peopie will have a little better lLife,
Lhey use a litile gooda cloth, they have
s0me faclilties but lhey are so -
dadequate, looking to the stupendous
probiem of poverty, 1ilhteracy anu
1gnorance that whatever 1s done, ;s
not at all teit 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
arterwards 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 gm afraid that
people will begin to disbelieve and
even they will distrust the national
leaders, to whatever party they 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 1s
not too late to mend. The positive
aspect of this social gecurity 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 somec 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 ang those who are
deaf, dumb or disabled, only they are
running the hotels ang are getting

the profit; 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 by their
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tamuy members o1 due 1o circum-
stances.  Such people should Dbe

ptuwected and they should pe given

wnis kind ot heip and protection
nnmediately. The matter does not
brook any deay. Therefore, that

aspect ot the Budget, namely the
aspect of giving some relief to people
ot this type, giving them some social
security, should really be expanded
and some more funds shoulg be
brought in for this purpose,

Thirdly, I would like to say that
there is scope for cutting down the
expenditure on the Admumistration in
general. As Shri Santhanam rightly
pointed oui, 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 govern-
ment e¢mployees, the officers and
their staff, we will not be able to
carry on the administration efficiently,
and in the intsrest of the people.
This aspect of the matter, however
important ang legitimate it may be,
has also to be considered jip the
context of the al'-India picture of the
position of the people living ip the
country in general. If we create a
very major gap between ths “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 cur national econo-
my 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 volicy and the general
trend of it, I still hold, do not bhenefit
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 Commit-
tee for Employment during the last
five vears. That Committee has not
been able to find out even a single
inb or think of any other alternative
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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 treng of 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
guestion. The needs of defence have
10 be borne in mind, Those of general
economy in public expenditure should
also not be lost sight of, Ags 5 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
given without properly scrutinising
them and also at rates very much
higher, and thereby these defence
proiects have become the paradise of
these contractors. Taook at the caon-
tracts given to the contractors

Tue DEPUTY MINISTER 1IN THE
MINISTRY or DEFENCE (Sarr D. R

CuavinN): Give an example.
Surr  SONUSING DHANSING
PATIL: 1 can give a number of

examples. The hon  Deputy Minister
in the Defence Ministry will be en-
lightened by the Audit Report for the
vear 1963. I think he wil] find there
a number of instances. I need not take
up the time of the House now. He
shoyld 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 1o see
that the money of the taxpayer is
utiliseq gainfully and properly. The
hon Deputy Minister of Defence will
do well to probe into the matter and
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see how things are happening n the
Defence Ministry, how the timber
contracts are carrieq out, what are
the things done in the Andamans

and how severa. projects are carried
out.

Moreover, whenever we launch upop
any project, unless and until the
cost-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 jn mind parti-
cularly in the case of irrigation
facilities. We have createq 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, 3 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 iy 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 rea'ly adhered to, we will
not be able to carry out the develop-
ment 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 3 matter which also requlres
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 utllising
to the fullest extent and when we
ar= not utilising that irrigation facility
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we are throwing the economy of the
agriculturist back into the region of
gamble, in the hands of nature. There
18 g 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 g 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 believ-
ed 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
vesorts 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
fooq 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 ang say that because they are
not radical, things are not improv-
ing. Having hag some experience on
this line and even as a practical
farmer, I would say that there is a
lacuna in the matter of our land
reforms. In ‘our 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 impor-
tant. Either in respect of the personal
cultivator or in respect of the tenants,
we have not lald down any clause by
which we can enjoin upon the person,
the producer, that he must give so
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much minimum yield per acre. I feel
that unless such a clause is there, the
producer in ouxr 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
vield per acre is shown, we will not be
able to carry the spirit of land legis-
lation, merely making them more and
more radical is not going to help as
all our speeches wil] not help in pro-
ducing a single blade of grass, Like-
wise, 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 js 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 agrieculture more
and more a gamble in the hands of
nature. Where the country’s require-
ment 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 culti-
vable land under forests. Here tha
average is going down and in certain
States it has come to the ridiculous
figure of thirteen {o seventeen per
cent This is the horrible state of
affairs and unless there is an gll-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
calleq the million dollar industry.
Alongside improvements in agricul-
ture, 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 not see this reflected
in the Budget. I only see the person-
nality of the Finance Minister reflect-
ed, a city man, a businessman and
an ingenious man.

Surt BABUBHAI M. CHINAI
(Maharashtra): Madam Deputy Chair-
man, 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 dis-
cussed. Before expressing my views
on the various Budget propesals I
would like to congratulate the Finance
Minister for his forthright approach to
the economic problems. He hag con-
fidence in the future of Indian econo-
my and he has also infused confidence
in ug 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
Minister 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
thege problems are tackled within the
framework of an integrated policy in

|
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regard to income and investment, It
would be possible 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. Yey,
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
ang 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 hot 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 Minis-
ter 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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Budget speech, the Finance Minister
has expressed his apprehensions about
the, upward tendency of prices and
has hinted at the urgency of taking
the situation considerably under
control. In the Consultative Com-
mittee 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 1nci-
dence of tax is being absorbed by the
manufacturer or the
cum~trader.

manufacturer~
I might, in this connec-
tion, refer to the incidence wf Excise
Duty on cotton yarn and rayon yarn
as also to the increase in the Custoras
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 ot
Rs. 8:88 crores and in terms of per-
centage, the burden would come {0
sixty on rayon. I may point out that
hardly 3 to 4 annas is being absorbed
by the consumers and the rest is be-
ing borne by the manufacturer-cumn:-
trader. It is claimed that rayon 1s 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
*abrics. Even if it is a luxury, it is
a luxury to the poor ang not to the
rich. I, therefore, think that the in-
crease in duty on rayon should be
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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 fre-
quent changes in the fundamentals of
fiscal policy. I do realise that fiscal and
monetary policy should change ac-
cording to circumstances. However,
there should be some «tability in poli-
cy and consistency in application and
the ult'mate objective should be to
serve the requirements of rapid
growth. A review of the Budget pro-
posals discloses that the
Minister’s approach to the

Finance
overall
deficit. taking the revenue and the
capital Budgets together, has been
one of placing undue reliance on
With the existing
levels of taxation, there wil] be &

taxation alone.
surplus of Rs. 50 crores in the Reve-
Yet, additional taxation
to the extent of Rs. 40 crores, even

nuc Budget.

after the unprecedented burden which
the last Budget placed on the
payers when the emergency was real

tax-

and active, has been imposed.

The of . additiona
taxation has to he considered in the
perspective of the Third Plan. It was
indicated that the requirements ot

present level

add tional taxation for financing in-
vestment in the public sector would
have to be of the order of Rs. 1,710
crores in the five-year period. How-
ever, 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 im-
posed in the Budget for 1964-65, the
total yield would appear to be in ex-
cess of the Plan target by over Rs. 800

|
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crores, excluding the meome-1gx an-
nuity deposits. The additional taxation
would not, however, be wholly avail-
able for ‘nvestment in the Plan. in
ficl, a mujor part of the additionat
taxation would be absorbed in non-
Plan uses.

Coming to the specific Budget pro-
posals, I would like to deal, at the
outset, with those which affect direct-
ly the capital market and the invest-
ment climate. First of all, therc is
the tax on dividends distributed hy
companies. The dividends are pro-
posed t6 Yo taxed at 1.5 per coht and
this is apart from income-tax and
super-tax payable by companies. It
has been stated that the main objec-
tive is to discourage dissipation of re-
sources by companies in paying higher
dividends and induce the companies
to build reserves for meeting develop-
ment needs.

It should not, however, be forJg‘uLwﬂ
that a minimum d'stribution of divi-
dends 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 div'dend
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 equ-
ity capita] in preference to preference

capital. This levy would cause a
psychological resistance for  invest-
msnt in equity capital.

Then, there is the tax on bonug

shares. While on the one hand the
distribut'on of dividends is penaliseq
on the plea that the companies shoulq
be induced to create reserves, the
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creation of reserves is penalised hy
a tax on bonus shares received by the
shareholders. The bonus are issued
by the companies in the process ot
capitalising the reserves, which is the
only way for stimulat'ng development.
On receiving bonus shares, a share-
holder is no better off than before.
When bonus shares are received, the
market value of the original share cor-
respondingly drops, because the origi-
nal market value gets spread on the
original holding and the bonus shares.
But clause 12 of the Finance Bill
popases to tax bonus shares when they
are received, on the presumption that
the shares are translerred by  the
shareholder at the fair market value
on the 31st day of receiving them.
This levy will have a serious effect
cn the capital market, because a share=
holder subscribeg 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 psycholo-
gical satisfaction to the shareholder,
it enables the company to plough
back the profits for further develop-
ment. The bonus issue is at present
{axed at the point of issue in the hands
of the company at 12} per cent. The
profits out of which the bonus shares
arise are already taxed as the income
of the company. The proposeq 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 Ministey regarding ile
withdrawal of the development rebate.
He has stated that the availability of
the development rebate might be dis-
continued and has indicated his in-
tention to give it effect from 1st April
1966. This is certainly a very retro-
grade measure. Firstly, the develop-
ment rebate has been responsible for
giving a great fillip to the develop-
ment of industries. Secondly, the
announcement has created a stir and
introduced an element of uncertainty
in the industry, particularly on ac-
count of the fact that the exact impli-
cations ‘of this announcement have not
been made known.
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Then, there is the 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 v
the Surtax. No doubt, the statutory
reduction for purposes of Surtax has
been Increased from 6 per cent oI
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 restrictea.
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 purposcs,
does not find a place in the computa-
tion 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 resour-
ces. 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 rate of
50 per cent applicable to gifts over
Rs. 3.45,000. 1t is needless for me
to point cut that the maximum rate ot
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 estale
above Rs. 20,00,000. In fact, as the
proceeds of Estate Duty are dependent
on factors such as mortality among
the r'ch, 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 pro-
hibiting the disclosure of information
in the case of assessments of income-
tax, wealth-tax Estate Duty and Gift
Tax. The removal of the secrecy
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provisions .s bound to jeopardise the
carrying on of business by the asses-
sees. It would surely not serve the
interests of revenue if the reputation
of individuals and business houses is
tarnished because some irresponsible
persons cbtain information and misuse
the same for mischievous ends. This
proposal will encourage malpractices
and corruption and give strength to
anti-social elements which are already
causing grave anxiety to all, includ-
ing the authorities.

TFinally, there is the proposal to
give powers to Government and, in
effect, to individual officers to take
a view as to whether expenditure
amounts spent wholly and exclusively
for the purpose of business are really
¢a3 by reference to norms that mught
be laid down in the Rules. I have
no doubt that such discretionary
powers will lead to harassment. Al-
readv the computation of business mn-
come under the Income-tax Act does
not conform to commercial accounting
principles. Under the new arrange-
ment, it will further distort the posi-
tion. I do hope that Government
will give careful consideration to these
views, while finalising the Budget
proposals.

Thank you.

Tue DEPUTY CHAIRMAN: The
House stands adjourned till 2.30 p.M.

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

3

b
i

The House reassembled after lunch
at half-past two of the clock, TuE
VicE-CHAIRMAN (SHRT AKBAR ALl
Kuan) in the Chair,

Surt P. RAMAMURTI (Madras): Mr.
Vice-Chairman, it is now six meonths
since Mr. T. T. Krishnamachari be-
came 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 attributeg 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 ag
the historic, session of the Congress at
Bhubaneshwar, though 1 do not call it
a historic session. 1t 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 Memberg of this House, and
Members of the Congress Party at
that, who think that the budget pre-
sented by Mr. T, T. Krishnamachari
does not reflect the spirit of that
Bhubaneshwar session, Frankly I
should think that the budget does re-
flect the spirit of Bhubaneshwar. It is
all a question of understanding of that
Bhubaneshwar session. Unfortunate-
ly 1 think those Members who think
that thig budget does not reflect the
spirit of Bhubaneshwar have mis-
understooq what that Bhubaneshwar
session of the Congress really meant.
Therefore, the Finance Minister, Mr.
T. T. Krishnamachari, is certainly wel]
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, -y

Now, Sir, we know that there has
‘been no need for any additional taxa-
tion. T am not giving any credit to
Mr., T. T. Krishnamachari for not
imposing any additional taxation for
the simple reason that last year the
tota]l amount of money for had been
collected by way of revenues had ex-
ceedeq the expectationg by nearly
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[ 10 MAR. 1964 ]

1964-85 3788

Rs. 100 crores, Therefore, if no addi-
tional levies have been imposed, it is
not out of any virtue but it is be-
cause there has been no need for them,
Affer all so much money has already
been collected. To tell the truth, the
Thirg Plan envisaged a collection of
Rs. 1100 crores by the Central Gov-
erament, Already under the taxation
proposals made the total amount eof
money that is expecteq to  be
collecteq 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 regarq to this Plan,

whatever might be the facts with re-
gard 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 taxa-
tion from the people is concerned the
target has not only been fulfilled but
it is going to be over-fulfilleq. 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 re-
adjust the existing structure of taxa-
tion making some little concessions
here and some little concessions there,
and to make it appear that he is doing
something wonderful for the common
people. It ig there that we find that
the philosophy underlying the whole
thing is what the Bhubaneshwar
Congresg itself had stated. For ex-
ample, our friend, Mr, T. T. Krishna-
machari, had been stating—I have here
a newspaper cutting—in the month of
October last:

“We are in a gstage of rethinking
in every direction, and the Plan-
ning Commission is in the process
of shedding its skin. After shed-
ding its skin, which i wusually a
painful process, it might look silly
and dull”

That is what Mr. T. T. Krishnama-
chari stated in Madras in an informal
chat with the pressmen on the 22nd
of October, 1963. All these six menths
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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 con-
cerned, 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 Govern-
ment has been pursuing all these
seventeen years since it came into
existence, There has been absolutely
no rethinking whatsoever, but an
attempt hags 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
find? We find that first of all as far
as the economic growth is concern-
ed Mr, T. T. Krishnamachari is very
clear on that question. He sayg 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-relateq 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-re-
lateq problems. But what is the
approach to these inter-related pro-
blems? That is the real crux of the
whole question before us, As far as
our economic conditions are concern-
ed, 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 pro-
duction 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 is.
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1 quite agree with that, Similarly
growth also depends to a considerable
extent on the problem of prices. There=~
fore, all these three problems have got
to be tackled in an integrated man-
ner. I quite agree, But how does Mr.
T. T, XKrishnamachari propose to
address himself to these problems to-
gether? That ig the crux of the whole
ques¥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. Whem
you take the question of prices, of
course prices are inter-relateq 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
generateq in the process, would only
stimulate inflation, Similarly a price
policy which disregards the dyna-
mics of growth, or the impact oo
investment decisions, cannot but be
self-defeating in the same way as a
price policy which ig not co-ordinat=
ed with g corresponding policy in
regard to wages.”

Therefore, the question boils down
to this. Unlesg prices are kept at a
sufficiently high level in order to be
able to generate a sufficiently large
amount of profity for the private sec-
tor, according to Mr. T. T, Krishna-
machari the problems of growth can-
not be properly tackled in our coun-
try. Therefore, the entire reliance for
the growth of our economy is placed
essentially ang primarily on the ques-
tion of the private sector in our coune
try being enabled to get more and
more profits, ang 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 itg gbility
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
shoulg mot ask for higher wages and
that is how the problem of wages also
hag 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 compensa-
tion 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. Thig is the entire logic. That
is why you find him saying in the next
Sentence—

“It iy now generally agreed, for
example, that trying to keep agri-
cultural prices too low for produc-
ers may defeat the objective of
raising agricultural production, But
it this jg the case, one cannot, at the
same time, try to keep agricultural
prices low for all consumers or
adopt a wage policy in which most
wage-earners are compensated for
the increase in agricultural pr¥ces.”

Therefore, agricultural prices will
rise but the workers ang 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
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wage-earners ask for an increase in
their wages to compensate for the in~
crease in the cost of living, you cannot
do it because, you feel, thereby growth
cannot take place in this country, Thig
is the entire philosophy, thig is the
logic, of the whole Budget that has
been presenteq to us. When we take
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 alsc shout=
ing very much, when he was not a
Minister, about the increase in prices.
But today what ig 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 inades
quate rate of growth in agriculture.”

Therefore, the entire blame ig put
on the inadequate rate of growth in
agriculture. But the fact is that our
agricultural production has not in=
creased sufficiently. But as to why
it hag not increaseq sufficiently, I do
not want to go inte it just mow, 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 com-
pletely broken, it would not be pos-
sible 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 Tiruchirapalll
to make a report to the Congress
Committee at Madras for bringing
down the prices. I would ask him to
look into that Report, Unfortunately,
the Tamil Nad Congress Committee did
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not dare to publish that Report. But I
would ask Mr. Krishnamachari to place
that Report openly before this House
and 'tel] 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 middle-
men 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 gnd the blame was
not on agricultural production but on
something else. This is the wonder-
ful 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 justifica-
tion or non-justification for the
increase in prices? The fact is that
the prices have increased, and even
according to him, there is no justifica-
tion for the increase in prices. But
according to our friend, Mr, Krishna-
machari, 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; there-
fore, there is every justification for
this, as far as the TFinance Minister
is concerned. But according %o the
Food Minister’s letter that he is
reported to have written to a friend
in Punjab, there 1is 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
s,

Now, Sir, people today say that in
order to increase agricultural produc-
tion, it is necessary to give incentives

to the producer. Very well. Give
incentives. But how are they fo be
given? We are told that the procure-

ment price has got to be increased. But
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what I do not understand is whether
the Government really understands
the difference between the procure-
ment price, the price of procurement
by the Government of the 10 per cent
of the produce that comes into the
hands of these merchan'ts, and the
actual price that the actual tiller of
the s0il ig getting today. Your pro-
curement 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 pri-
mary 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 econo-
mic 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 of paddy,
each of 48 Madras measures, would
give you one bag of rice, which
would mean about Rs. 38 ag the pur-
chase price of the middlemen who
purchase that paddy from the peasant
but actually they are gble to market
it at the rate of Rs. 55 to Rs. 58. The
difference therefore gmounts to some-
thing like Rg. 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 filler
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 go not say, for
example, that the big landholders,

people who are in g position to with~
hold their stocks for a period of six
or eight months are getting the same
price. Absolutely not. But as far ag
‘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 at distress prices
because of their heavy indebtedness
and all other types of things. There~
fore, it is these people who bhave 1o
sel] their produce at distress prices,
They do not get this price. On the
other hand, what does the Govern-
ment 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 anq 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 are allowed
to sell the rest at whatever price they
can get for it. Therefore, what hap-
pens today is that this procurement
price that you are fixing has no rela-
tion whatsoever to the price that the
actual tiller of the soil is getting,
So, this is the actual position that is
facing the entire peasaniry 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? Yoy
will have fo 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 that 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 1o get
that minimum price that you want
him to get, not the procurement price
but the actual price that you think is
reasonable? |

|
|
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This is the fundamental question
that is raised. Now therefore, Sir,
you cannot gvoid this question. what~
ever 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
regulationg and however much you
may tighten these reguiations, these
wholesale dealers have a way of
escaping all ‘these regulations. Mr.
Bhaktavatsalam, the Chief Minister
of Madrag had admitted some time
back, two years back, that the regu-
lations were tightened and that in
spite of their tightening the regula-
tions they were not in g 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 wup accounts. and
therefore it is absolutely impossible
to really enforce any regulations.
This was the position gome time back.
Ang today, if you tell us that the
Government is going to tighten the
regulations and that these wholesale
merchants will not be able to escape,
I do not believe 5 word of it, because
this is not practicable. Therefore,
Sir, what is the way out? The sim-
ple thing that comes handy is this.
We have tried to depend upopn these
wholesale dealers for any number of
years. The other day I think Mr.
Gulzarilal Nanda stated in Parlia-
ment, 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. There-
fore there is no other way left ‘than
taking over this wholesale trade; 1
am not asking for taking over of the
other {rade; 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 go 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 advocat-
ed some time back, that was given
two years back. Is it not good today
when oprices have increased much
more than what they were two years
ago, when %oday you find that these
wholesalers have become much more
unrea] 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
that you cannot take over these
things, then the reasong must be some-
thing else. Of course I know that
Mr, Krishnamachari stated the other
day in his party—I read it in the
newspapers—that provideq 'he State
Governments are willing to co-
operate and the State Governments
and the Central Government are will-
ing to impose gtrategic controls—I do
not know what strategic control
means—provideq the State Govern-
ments and the Central Government
are willing to impose strategic con-
trols

Tue MINISTER or FINANCE (SHRI
T. T, KRISHNAMACHARI): Is there any-
thing that the hon. Member does not
know?

Sert 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
ere 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 of 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 co-
operate and if the State Governments
and the Central Government are will-
ing, together, to enforce these stra-
tegic controls”, Then where is the
rub? Where is the difficulty? In
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spite of this formulation of state-
ments the difficulty arises from the
fact that there are vested interests
both in the Cenira] Government as
well as in the State Governments,
which do not want this kind of effec-
tive controls, which do not want the
profiteer to be taken away. There-
fore 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 gtate 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. Poday also he is
giving an open invitation %o foreign
capital to further penetrate our eco-
nomy. And what is the reason for
it? Mr, T. T. Krishnamachari him-
self admitteq in Madras—I am read-
ing 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 sm 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 domnation.

Smrr A. D, MANI
desh): Is it correctly reported?
you ask him?

Surt P. RAMAMURTI: There has
been no denial go far.

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

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

Sarr A, D. MANI: How respect=
able?

(Madhya Pra-
Did
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Sert P. RAMAMURTIL: It is very
respectable from their point of view,
representing big business interests,
and therefore . . ,

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

Surt P. RAMAMURTI: Well, you
know what it represents. Is there
anything that you do not know? I
am putting the question. You know
which paper represents what. If you
do not know what interests 5 parti-
cular paper represents, then obvious-
ly you cannot be the Finance Minis-
ter 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 Jomination, 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 assis-
tance that we are now gefling, 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 com-
ing. 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 prob-
lem of repayment is ‘there; no doubt
about it gnd the interest charge will
be about 5 per cent. But what is the
rate of Teturn for the foreign capital
that is being invested 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. Tt stated in
a recent report, the TUnited States
‘Government itself stated 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
Yor taxes the return in 1962 amount-

1
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ed to 20°6 per cent, as agamnst 19-2
per cent in the year 1961. Of course
the figures are varying, our Govern-
ment has computed them differently;
I know that our Government had
stateq that figure to be 13:2 per cent
in 1962 as far as the American invest-
ments are concerned. I do not know
how to reconcile these two figures.
Our Government says that it is 132
per cent and the American Govern-
ment sayg it is 206 per cent, and 1
dare say the Americans will not be
far wrong, because I Dbelieve the
American Government takes not only
the actual . . .

Sart GOPIKRISHNA  VIJAIVAR-
GIYA (Madhya Pradesh): That in-
cludeg private sector probably.

Sert 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 ig the question of return
It does not arise from that.

Surt LOKANATH MISRA (Orissa):
Do you rely more on American

figures?

Sart P, RAMAMURTI: I am con-
cerned with reconciling these two
figures; how are these to be reconcil-
ed? And reconciliation comes this
way. We know, as far a5 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 royal-
ties. I gm reading from the ‘Econo-
mic Times’ of February 10, 1964 and
it says that there are about 101 col-
laboration agreements in our country.
Now what do these agreements pro-
vide 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 manufac-
ture of particular goods in this coun-
try. I will just read out to you, I
will give you samples; it is not pos-
sible 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 fo pay 2 per cent. as
royalty to the particular company.
Similarly:

“Prestolite—4 per cent, on the net
annual ex-factory cost of products
manufactureq less the wvalue of
imported components,

Paper Products—3/4 per cent af
its total net turnover to the maxi-
mum 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 basig of the turnover. Royal-
ties are paid on the basis of turnover.
So if you take into gccount the return,
it wil] explain the discrepancy bet-
ween the Government’s calculation of
13.2 per cent. return on the TUnited
States capital invested in this coun-
try 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 differ-
ence that you find between our Gov-
ernment’s calculation and the calcu-
lation by the United States Govern-
ment. 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 tq be a perpetual
thing, Whereas if you take 5 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
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would be sending out 20 ‘per cent, or
30 per cent. as profits on their invest-
ments and thig will be a permanent
drain on our country. Therefore, Sir,
I take the statement of Mr, T. T.
Krishnamachari to be correct.

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

Surr P. RAMAMURTI: All the
papers have published it. You should
have corrected it long ggo.

Surr T. T. KRISHNAMACHARI: I
did not use the words “foreign domi-
nation”. :

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

Sarr A. D. MANI: You have not
explaineq why yol trely more on the
American statistics than on our Gov-
ernment statistics,

Surt 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 ques-
tion. We are now told about the
question of our technical know-how.
We had a number of technical ggree~
ments. 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 quot-
ing:

“We have come across cases
where attempts have been made by
collaborators to sell obsolete pro-
cesses or outdateg machinery, in-
cluding itemg of unnecessary equip-
ment in the essential machinery list
and make exaggerated claims re-

garding the potentialities of the
len ‘
He further criticised agreements

both in private ang public gectors
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which did not provide for Association

of Indian techmdlogists with the
designing of 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
designg and plants from foreign col-
laborators.”

So this is the statement made on the
highest authority, We fknow  what
happened with regard to the turbine
that has broken dowpn in Delhi. The
Japanese turbine hag braken dawn
and Mr. K. L, Rao himself found
fault with our Indian engineers—that
is what the newspaperg report—that
they are not in 5 position to repair
it and he found fault with them. K What
is the use of finding fault with them
when we are making  technological
agreements on collaboration with
these foreign companieg without asso-
ciating our Indian ‘technologists in
the very rdesigning 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 aM™er nearly three years of the
Third Plan, that the technical know-
how is absolutely absent in our coun-
try.

People will say, “What is the way
out?” May I just put a question? The
Soviet Union in 1927 was in the same
position ag 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 io
be able to develop the Soviet indus-
try. And today even the Finance
Minister will admit that the Sowviet
industry is one of the best in the
world. N

Surr T, T. KRISHNAMACHARI:
May I tell the hon, Member—because
he ig not go much interested in the
Soviet Union-—that probably we are
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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 tur-
bine is being built entirely by their
technicians, That the Soviet Govern-
ment has got a different view with
regard to our technical competence is
wrong.

Surt C. D. PANDE: ‘That is the
Chinese view.

Sart P, RAMAMURTI: The Soviet
Union might certainly give order for
the designing of 3 particular plant to
the I, C L or te any other foveign
company, That is not the problem.
The problem is whether thre  Soviet
TUnion is today dependent ag we are
after two Five Year Plang are over
and part of the Third Five Year Plan?
Has it been dependent as we are de-~
pendent on foreign collaboration? This

is the simple and straightforward
question. It has never been so de-
pendent,

Surt T. T. KRISHNAMACHARI:
They paid in gold when they called
these people. I have no gold to pay.
I have only got Communist friends,
not gold.

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

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

Sart 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.

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

Smrt P, RAMAMURTI: I quite
agree, But the ten yearg 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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theinternal revolution that was taking
place and afterwards they had to
rehabilitate, We achieved indepen-
dence 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 ig concerned, That is the
Unfortunate position,

Tueg  VICE-CHAIRMAN (SHRI
Axrsar ALt KHAN); You know techni-
«cally Russia in its previous stage also
+ad very much developed.

Surr P. RAMAMURTI: Not much.
India and the Soviet Union is  the
pame thing. Therefore, the problem
ig that the wvery agreements that we
are today entering into with regard
to foreign collaboration are such that
they will never make our technicians
anderstand the know-how of modern
fechnology. 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 in-
terested 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 some-
thing which I cannot understand,

Sir, there is another question on
which I would like to say a few
~words. There is the question of mono-
poly Commission that has been pro-
mised, I do not know why it has
‘become necessary to appoint another
eommission, We know, for example,
Prof. Hazari Report. That project
‘was flnanced by the Planning Commis-
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sion itself. Is that report not suffi-
cient? And is it also not a fact that
as far as the banking industry is con-
cerned, during the last ten years, from
the year 1952 to 1962, the total depo-
sits 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 tremen-
dous growth has been there in bank-
ing. How did this growth come about?
It grew partly as z result of inflation
that is generated in the economy of
the couniry, It grew as a result of
thrat. But we also know that ag far
as these panks are gbncerhed—at
least as far ag 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 oertain
big business houses.

Mr, T, T. Krishnamachari today
says that he doeg not know whether
there is any real growth of monopoly.
It is only a question of conmtrolling of
interests. What exactly is monopoly
is something about which he iz not
very clear. The ownership is to-day
dispersed but unfortunately there is
some amount of concentration and bad
management ig also there. He does
not want to interfere with manage-
ment, How he will not be interfering
with management and still prevent
control, row the control and manage-
ment can be Mversified 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 indus-
trial houses are also controlling these
banks and what else is required to
prove that there is growth of mono-
poly interests in our country? Whean
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 depositg in furthering the
growth of their own interests, indus-
tries 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
ig 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 g position
to prevent all these. I dare say that
any amount of inspection that
might be ordered by the Finance
Minister will not be able to prevent
the utilisation of the funds concen-
trated in the handg of these big bank-
ers who are also the bigsest indus-
trialists in our country in their own
interests for the development of their
own particular industrieg that they
want to sponsor in this country.

Serr A. D. MANI: Do you mean to
say that _the Reserve Bank is not
discharging its functions?

Sarr P. RAMAMURTI: The Re-
serve Bank will not be zble to If
the Reserve Bank has been able to
discharge its duties, why ig it that
the concentration has grown?

Surt LOKANATH MISRA: These
banks control the Congress. 1

Sarr P. RAMAMURTI: That is
true. They will be able to control
not only the Congress but they will
be able to control the Finance Minis-
ter also; in spite of gll, that is going
to happen.

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

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

Therefore when that has been the
position, gs far as the Banks are
concerned, our Finance Minister tells
us that he is going to appoint a new
‘Commission gg if all the reports that
have Dbeen made available to the
Government all along by its own
officers are not sufficient, For example,
there ig 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
4nter-locking of directorships are
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there. When all these facts are there
what is the fun of saying that we are
now going to appoint another Commi-
ssion to go and find out whether there
hag 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 ig 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 in-
vested 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. I dare say that
all these fiscal measures will be defea-
ted 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
Gaing Tax, I dare say thdat methods
will be found to evade the Tax, be-
cause it will be very simple  After
all the thing hag to be registered. I
know of instances. I myself wanted
to sell some property. I may now tell
the facts, When the Kerala Govern-
ment 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 wag willing to
sell it for about Rs, 6 or Rs. 8 lakhs.
The people said “We will give you
Rs. 6 lakhg but you must be prepared

to register it for Rs, 2 lakhs”, This
is the position. I tried my Dbest.
) 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?’

Sarr C. D. PANDE. Is it the same
property which Mr. Easwarg Iyer
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sold te the Communist Government
for an abnormally highprice?

Sart 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
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sell.” We cannot.
Surt M, N. GOVINDAN NAIR (Ke-
rala): For your information, MTr.

Faswara Iyer did not purchase, he
sold the land.

Surr JOSEPH MATHEN (Kerala):
For transport purposes,

Surt 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 measureg 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 tg lands lay-
ing round about Coimbatore or Tiru-
chy, just because there is a Heavy
ElectricajpEngineering Factory that is
coming u$, 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
are we going to get thig capital for-
mation? We know that the
biggest source of thig speculative acti-
vity is the commeodity 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 if, any
amount of these fiscal measures is
not going to prevent the tremendous
amount of gpeculation that is taking
place to-day in the commodity market,
in the share market, in the bullion
market and in every place that is
imaginahle. Therefore, not be-
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ing in a position to stop this
tremendous gpeculation 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 to 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 ig 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 tlre biggest shark and because of
thiz heavy indebtednesg 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 to-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
ag for speculative trade, Now what 18
the total amount? Is there any ac-
count of it? Is there any estimate
that is made of the amount of money
that is invested in thig 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 iw
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 gaid that
all these three are imtegrated pro-
blems—the problem  of prices, the
problem of production and
problem of export; all these are integ-
rated problems but the way to tackle
them ix not just to go on a8 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 prce, s2e that to-day he 1s
totally freed from the clutches of
usurioug money.-lenders, If meces-
sary we can even make a law gaying
that all the indebtedness of the agri-
cultural peasants is today  totaliy
wiped out and the State itself should
provide the needed agricultural credit
for the ©peasants. These are the
fundamental and immediately neces~
sary measures without which it is
not going to be possible to golve the
probiem of our agricultural produc-
tion and so long as we are not in a
position to solve the problem of agri-
cultural production, we cannot have
surplus for export. Therefore we go
on depending more and more on for-
eign capital and if we go on depending
more and more on foreign capital, T do
not know where our country will go.
We will continue to be poor. There-
fore, it is from this point of view that
I 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
back. More and more concessions
have been shown to the private sec-
tor. 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
prices 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 counfry. 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 em-
pire and 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
couid build their capitalism. Unfor-

|
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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 maostly
due to the middlemen, that the
middlemen should be totally elimi-
nated, 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 ex-
change in Bombay the Tata shares
increased by Rs. 5.50 nP per share.

AN Hon, MEMBER; It is a great
tribute. e

Sarr P. RAMAMURTI: The Tata
shareg increased by Rs 5:50. T 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. 550 per share. Similarly the
Century Mille shares went up by
Rs. 14 per share. Instance after
instance can be given to illustrate
how the Bombay Share Market show-
ed a big buoyancy immediately Shri
T. T. Krishnamachari was appointed
Finance Minister. 1 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, What-
ever 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 quar-
ters. That is the proper quarter
from which tribute should be paid
and it hag been paid to Shri T. T.
Krishnamachari. Even today 1 know
there are members of the Federation
of Indian Chambers of Commerce
and Industry who are shouting against
the fiscal policy ot 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—] 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 indus-
trialists 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 1 do not
see any socialism in it. If then peo-
ple still shout against it, it is because
they want him to go more in the
same direction. They should be actu-
ally 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 under-
stand 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-
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war Resolution, this is not socialism.

He has tried to put it in socialish
language, but actually the thing is
something different. Actually it is

nothing but bolstering up of big pri-
vate monopolists in this couniry 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. OQur 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
customerg 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 there-
fore, it is not a stage when that pro-
verb “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 busi-
ness standards are so very bad. There~
fore, when that ig 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. SarmmaTt SEETA  PARMA-
NAND (Madhya Pradesh): What is
your remedy?

Suart 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
values will go on suffering and they
will get shattered and we do nat
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 re-
thinking. 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 socia-
lism 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 imme-
diate measures which will put our
economy on a proper basis and which
will prevent the tremendous amount
of growth of speculation that is tak-
ing 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 com-
mend this Budget. On the other
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hand, I find the same policy that has
been there all these sevenieen years,
still being continued, despite all this
loud talk about re-thinking. I only
request the Government to do some
real re-thinking,

Surt M. GOVINDA REDDY (My-
sore): Mr, Vice-Chairman the hon.
Member who has resumed his seat just
now criticised the Budget as one
which has nothing new in it but con-
taining old things with glight adjust-
ments 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 Minis-
ter in making the Budget proposals
has been imaginative, realistic and
responsive to public opinion. Sir, a
Finance Minister, in my humble opi-
nion, is not a mere tax-gathering
machine. He has to have his eyes on
the pockets of people as well ag on
their sufferings. That is why I 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 but
there is a method and there is a time
for it. What happened, Sir, after the
Gold Control Ruleg were promulga-
ted, there was a gold rush and peo-
ple—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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tied by the Gold Control Rules. I will
mention one personal instance. [
had to marry off a niece of mine, two
or three months after the Gold Cont-
rol Rules came into effect, and accor-
ding 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. ] was asked by my peo-~
ple to get a ring and some gold for
the thali. I brough{ to their notice
the existence of the Gold Control
Rules and told them that it was im-
possible 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 whe-
ther 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
gay, 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 Rulea.
I wish he applies his mind to this
question and relaxes the Rules to the

\
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extent of necessity. One can ask,
who asked these people to indulge 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?7 It is simply because that such a
code would now wound the susceptibia
lities of some communities, wound the
people who believe in certain cus-
toms; 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 congra-
tulations relates to the abrogation of
the Compulsory Deposit Scheme, As
far as the financial side is concerned,
nobody can dispute with the arith-
metics of it. ‘That is true but then it
results in terrible pressure, inconve-
nience 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 abroga-
ted this Scheme. The third thing
for which 1 want to congratulate him
is the reimposition of the Expendi-
ture 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 unproduc-

tive but there is one distinct gain
which I want to place before this
House and that is the psychological
gain. People belonging to the busi-
ness community and well-to-do peo-
ple are indulging in a spree of spend-
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ing. Go to the most luxurious hotel;
examine the passenger list of the air
line companies; go to the race course
or any place of pleasure and enter-
tainment and spending. You Thave
the sons and daughters of rich peo-
ple indulging in wasteful expendi-
ture. 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.

SHRr BAIRAGI DWIBEDY {Onssa):
Money can break the Ministry even.

SHrt M, GOVINDA REDDY: Yes,
. money can do anything. If that is so,
for a Government which has the ob-
ject 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 wea-
ker sections of the community also.
Sir, this exploitation results in un-
told social evils. I we are going to
give this free play to money, when are
we going to bring a socialist society
in this lIand? 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 Expen-
diture 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
evilg which are harmful. I am glad
that a tax on expenditure has been

imposed. There is no doubt that there
wil] 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 ele~
ment of harassment or hardship. This
cannot be avoided. Similar is the case
with this measure. Therefore, the
harassment that might result in some
cases should not have been a justifi-
cation for having removed this mea-
sure and I am glad that the Finance
Minister has reimposed it. Psychologi-

29 RSD.5. |
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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 re-
orientation of our fiscal policies. The
measures which have been adopted
till now are mostly orthodox mea-
sures, traditional measures. I want the
Fmance Minister to think on original
lines. 1 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 say-
ing that, but I know this that if he
minds he can introduce a cent per
cent socialist Budget. He has imagi-
nation to devise ways and means. For
that I do give him credit and, there-
fore, 1 appeal to him.

Now, Sir, I want to draw his atten-
tion 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 wnot 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.
Mavbe Ministers will have no occasion
to move with such people ang 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 in-
come but who have large families.
This is a thing which has destroyed
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our soctal fabric This 1s a thing which
cuts at tae root of our ethical stand-
ards I think, 1t deserves the atten-
tion of the Finance Minister A way
must be found to come to their re-
hef Relief should be found (034
course, I am only suggesting 1t 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 18 this There are these 1n-
direc. taxes Now, a rich man earn-
ing Rs 10000 a month will pay the
same tax on the commodities which
he consumes as another man belong-
ing to the muddle class getting only
Rs 100 or Rs 120 a month Now, Sir,
can we n>* 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 with-
out the disadvantage of his having to
pay the rising prices> A method
could be devised, T think I do not
know I cannot say that I can now
give a particular method But 1f the
Finance Minuster’'s mind works on
those Iines I am sure he will be suc-
cessful 1n devising ways and means
This has to be done With all the em-
phasis at my command I wish to urge
hum to devote his attention to this
question, becau,e the fate of the mid-
dle classes 15 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 mat-
ches and such things The excise dutv
reali.ed may be considerable I think
an alternative could be found I sup-
pose we should exempt at least several
stages of these articles or several
stages of levels of consumption of
these articles and see that an 1n-
ereasing burden 1s not 1mposed on
those whose purse 1s already limited
This should be made possible Other-
wise let ug give up this business of
having a socialist pattern of society
Let us give 1t up Nobody believes 1n
us now I honestly sav—people will

excuce me for saying it—nobody be-
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lbeves 1n 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
thot obirctive 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
a~e low and who are suffering a lot
of hardship This has to be done Edu-
cation must be made cheaper Medical
facilities may be given free by some
method A hundred way; can be de-
vised of making up for these people

The next question I would hike to
deal with 1s the nationalisation of
banks I know the Finance Mimster's
views on that I know that many
people are against the nationalisation
of banks When I say that anq when I
give him my views 1t 18 not that I
do not appreciate the difficulties in
the natwonalisation of banks I know
that 1t gives a sudden shock to the
capital market and 1t may disturb for
a time our economy But there 1s ano-
ther side to 1t and to which 1 would
mnvite the attention of the House and
that 1s this As I said, money has got
a very great power 1in this country If
I have Rs 10 lakhs and 1# I know I
can get access to banks and loans as
I desire, I can compete with anybody
else who 1s less favourably situated
than me 1n regard to financial resour-
ces either in accepting contracts for
buildings or supplying or purchasing
in the market or in respect of any
economic activity That 1= why eco-
nomic activities are controlled by a
foyw houses in thig 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 1s privileged
getting loans from banks As 1t is
now, hig relation 1s a director He
has somebody who haz a friend as &
director Therefore, he ~an easily get
access to a loan He can get 1t on
favourable terms, whereas the other
man who does not know anybody can-



3823 Budget (General)

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 or FINANCE
(Surr T. T. KRISHNAMACHARI): Ng re-
lation.

'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 tg find
out how far the gulf between the in-
come groups is lessened, in spite of
the Mahalanobis Committee’s atterhpt
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 pro-
mised 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 h.m in a
better position than the other man in
regard to economic competition.
“Therefore. yhu can never have a soci-
alist 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? 1If I earn Rs. 10
"lakhg 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 mocp up is

no remedy for ending exploitaticn. It
" ig no justification at all. Therefore,
this side has to be considered, whe-
ther the economic life of the commu-
mity is not now at a disadvantage as
-#ar as the poorer sectiong are concern-
ed, when contrasted or compared

" with the richer section  of
‘the community, and whether
“we should not remove the
-unfavourable advantage that the
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stronger people enjoy. Nationalisation
of banks in my opinicn—I have an
honest belief—will go a iong way to-
wards 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 o with-
out the private sector, we should take
care to see that unnecessary hardship
is not imposed on them. Simply
because I am a sociaiist I do not for
a moment say that we should not
give them due facilities. The Finance
Minister has made a very intel'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 mea-
sures which he has taken to give them
relief. T 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 poini I would like
to mention. and that is with regard to
the public sector undertakings. The
public sector undertakings have come
under criticism, some ¢f it harsh at
many hands. 1 think the Finance Min-
ister also has been very firm in say-
ing 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 adeqnate re-
turn. But, Sir, the public sector
undertakings are on a Qdiffetent foot-
ing from the undertakinge of the pri-
vate sector. They have got a social
objective. Their way of running is
different. The amenities and other
things that are provided in the pub-
lic sector undertakings are far better
than those provided in the private
sector undertakings, But above all, a
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public sector undertaking by its very
nature can never give the same re-
turn as an undertaking of private
individuals. So, to insist on a public
sector undertaking giving a return
all at once is . . .

Smmr T. T. KRISHNAMACHARI:
Nobody said that.

Sur: M. GOVINDA REDDY: I do
»ot say that you insist but several
people do say that. There was criti-
cism. I do not say that you did it. So,
it is not quite right to say that. In
fact T know of several cases and T
think the Finance Minister also knows
of several cases in the private sector
where for years together they have
not been able to pay any return at all.
It is quite possible. By that I do mnot
mean to say that they should not be
run on efficient lines. They should
be run on efficient lineg 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
them with sympathy because it is for
no private profit that these public sec-
tor 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 ghould not
indulge in these things. In fact more
and more undertakings which are of
a productive nature and which cater
to the common masses as such must
be handled in the public sector. T have
no doubt that with good " manage-
ment they will be run successfully.

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

Dr, SurimMATI SEETA PARMA-
NAND: Madam Deputy Chairman, I
welcome thig opportunity to speak on
the budget proposals. Tt is not meces-
sary 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
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difficult one in any  country,
and here particularly in a

way it has been a difficult ocne 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 con-
cerned, which is quite out of pro-
portion to what we have ever done
before. It has been a difficult one
because people were expecting. spe-
cially those who wanted to make oud
that the emergency was over, that
there would be very great relief
because the common man was suffer-
ing 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
betore T go into that, I would just
mention that though we fee]l 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 Dpapers
relating to a certain State—have this
time levied taxes on practically all
items of everyday use. However, 1
cannot go Into that here. But if every
State does that. whatever relief one:
feels hag 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 differ-
ences of opinion with regard to a sur-
plus budget. Some hold that it is not
very good economy—and it has heen
held to be so for the last six or seven
years—tp have a surplus budget, that
it should be just a balanced budget.
But a deficit budget was always con-
sidered 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, ag I was saying just:
now, because the emergency is not yet
over. But on the other hand it has in-
creased. If he does not provide for-
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defence on the same scale—and he has
provideq some Rs. 34 crores more—
people will blame him for having
gone to sleep. But there, Madam, we
have the consolation that foreign
countries like the UK. and the U.S.A.
who promptly came to our help will
continue to do sp by our being grate-
ful to them for coming forward to
help us generously. I woulg like to
put it to the House that no foreignh
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 Yyet—
because we all expected last summer 2
renewal of the attack that has been
held back—we should not be com-
placent because it is the peculial
method of the Chinese to blow hot and
cold and they would suddenly strike
the person unawares. There is als0
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 things
which China would like them to say
and they are following that policy.

4 pM,

Now I would refer to some of the
remarks made by the Finance Minis-
ter inhis Budget Speech. Part A of
his speech shows that he is apprecia-
tive of the problems and difficulties
and also that he itz 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. 1
tefer to paragraph 24 where he says: —
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“Quite apart from the credits
which we receive from Govern-
ments, we could raise funds from
the banking system and capital
markets of the world.”

3828

1 need not read out the next sen-
tence. 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 spe-
cial advantage of not adding to the
heavy and growing burden of debt
repayment.”

Well, 1t svunds 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 im-
mediate 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 fhe 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
hang 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, T would not have liked thig
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 ques-
tion is of management, not of control.”
In one place he says that control is
of secondary importance but mana-
gerial skill with technical know-how
is important. Now, K We are going to
invite so much of foreign capital. I
know for a fact what is happening,
in certain concerns, and we are hound
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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
certaln ather countrieg, like Bgypt o
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 krow-
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 techni-
cians who have got their training get
frustrated that they are not given
a chance in the running of the indus-
tries 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
eonditions should be laid down ia
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
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can understand if they are to come
for starting a new industry and re-
main 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 busi-
nessmen from India in foreign coun-
tries is brought back to this 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 AdAis
Ababa and other places and also in
Egypt, who keep their money for 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, ctc.
for hidden gold of the business peaple.
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 under-
stand 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 countries
into this country, before we ask
other foreigners to come and invast
here.

Well, Madam, after this I would
like to turn to a few other matters
before I come to education. The
spesker who preceded me was saying
something about the cost of living.
1 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 rarelv
able to afford any other articles of
daily consumption, in whose casss
the index could be shown as § per
cent. or so. I mean meat and other
things like eggs. In England during
war time people used to get one 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 1the
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 reiiel
by giving them essential commodi-
ties at a certain fixed price. Other-
wise this tax relief and other relief
will remain a topic for discussioa for
a little while amongst bus'nessmen,
and a few people at the top will pres-
per while the others are left to sufler
throughout the year as a result of
this.

Similarly the Government should
take care that the prices of commo-
dities 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
inspection certainly will enable them
to catch a few people, and if they are
drastically  punished  under the
Defence of India Act, under the powers
which the Government still possesses,
I feel this disease of fleecing the ordi-
nary consumer will go. I would refer
incidentally in one sentence to the
amount of pensions that the old pen-

o
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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 pensioners who have
old d-»rndants to support and who
draw pensions of Rs. 100 or Rs. 128
per mounth. So something should be
done by Government, not increase
their pensions, but give them relief
in a certain form, ie. 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 in-
capable of handling the problem. 1
would suggest one more interesting
way to the Finance Minister for in-
creasing taxation, and at the same
time for solving a big problem of
unwieldy increase of population.

We all know that our food produc-
tion falls short of all the targets thas
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 colos-
sal amounis spent on family plan-
ning—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 mea-
sure should be considered, and there
is nothing novel about it because, al-
ready, an extra tax on bachelors is
in existence, So this will be follow-

ing 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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a tax on paper, because of evasion and
the cooking up of accounts than some-
thing which will actually help the
Government. Now marriage expen-
diture can be easily assessed if people
are put on the spot to watch the ex-
penditure; at least so much expendi-
ture on lavish entertainments and
show and pomp, that will be saved.

1 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 40 pay fheir  insurance
premium from this Annuity. Other-
wise it would be a double burden on
the tax-payer and it would also per-
haps reduce the life insurance re-
ceipts. This question should be exa-
mined in three months’ time; Gov-
ernment 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 gituation unless there is a com-

posite Wage Board to examine the
proposals of these Wage Boards. But
all the workers’ representatives will

object, because it means a time-con-
suming factor, and Government study-
ing the proposals of any Wage Board
itself is being objected to by workers,
because that delays the giving of in-
crease 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

[ RAJYA SABHA]
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wastes a lot of time going round,
touring all over the country where
the industries are spread over differ-
ent 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 cun-
ning businessmen trying to exploit
the market, and the constant agita-
tion is bound to affect the production
lewel, and one teagon why 1 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 wor-
kers, ordinary workers, even office
workerg, 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 1 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 Edu-
cation 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 efficien-
cy. I do not object to the cost of
the civil expenditure or of the offi-
cers’ salaries going up provided the
output is commensurate, and especi-
ally on education I will never deny
any expenditure provided the prob-
lem is tackled with vision and quick-
ness. Now as to what type of edu-
cation should be given, there has al-
ways been a discussion continuously
going on, through seminars, cognfer-
ences, 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 been un~
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animity even about the degree cour-
ses, about the standard of our insti-
tutions, the findings would be some-
thing very interesting and also educa-
tive. Therefore I feel that some-
thing immeédiately 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 Cen-
tre that implement the scheme.
also applies to some other schemes
like the education of handicapped
children. The State Boards are the
jmplementing  machinery,  Unless,
therefore, the State Boards—whether
it is for social welfare, whether it is
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. T would refer
here to the need for appointing differ-
ent persons in the States as chairmen
of Social Welfare Board and of
National Council for Women’s Educa-
tion. 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 be-
lieve in the schemes which the Gov-
ernment takes up as they did when
‘the committee was appointed.

ok . ‘

1 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 never

~published in time, not to talk of
giving them free to the poor. The
text books are not available in the
market even six months after the

[10 MAR. 19641]
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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 Govern-
ments. I do not know where it will go.

The Education Ministry has started
taking steps by setting up a Com-
mission, as I said, the other day, com-
posed of Members of Parliament un-
der 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 Com-~
mission 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, T would like to say
that the Chamber of Commerce has
sent jts criticism on the Budget to the
Memberg of Parliament, It was rather
amazing ta see the Chamber criticise
all measures that would 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 (ifficult 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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all its sea ports leaving the interior
without any communications {o be
used for itself,

One more remark of the Chamber
that I would like to mention is thus.
They have said that the expenditure
of Rs, 191 crores on the civil admini-
stration 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 I 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 con-
trol on expenditure and the way hO\_N
to put it on healthy lines, Our busi-
nessmen 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

And 1

then they should preach,
would like to tell them the well known

adage that example is better than
precept and physician, heal thyself.

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

Dr, Swmrmvatt 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 Commumist Party, the
Swatantra Party and others also. The
hon. Member coming from the
Swatantra Party was toucheq 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 ig 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.

[ RAJYA SABHA]

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

Dr. SHRmMATI SEETA PARMA-
NAND: You can be super-Deshmukh.
Why do you belittle yourself? Mr, C.
D. Deshmukh was then finding diffi-
culty. Now the times have changed.
You should try to gather support and
pursue the matter,

‘

SHrt J. S, PILLAI (Madras): Madam

Deputy Chairman, I thought you
would not call me today, However, .
1 am thankful to you for calling me,
We al] 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 coamunity.
Whatever may be his virtue, hiz merit,
he is considered low because he is
born in a particular community, So
we have got social inequalitieg even
from the birth, In 3 perfect socia-
listic form of government we should
have both economic and social equali-
ty.

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 ag 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 connecteq with the Ceylon
Indian Congress and the Ceylon Indian
Labour Union. These people left this

- country to eke out their livelihood,



3839  Budget (General)

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 Madrag 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 plan-
tations, 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 say-
ing, Trishanku was a shudra. He
wanted to go to the Heaven. He ap-
proached 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 them-
selves in the position of Trishanku,
I was reading the other day some
literature belonging to the Third Tamil
Sangam of Madurai. I have geen it
The author says: f
Panan Parayan Tudivan Kadamban
Enru Annal Alladu Kudiyum Illai.

He says, these are the original inha-
bitants of thig land, They are the
original inhabitants and they have
more right to live in this land than
many other communitieg that are liv-
ing 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

!
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right to come, Y wags disappointed
when I saw it, I thought Mr, Krishna-
machari, who knows about the hard-
ships of these people, would provide
a larger amount in the Budget to
bring them back and to resettle them,
which he hag 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 1 woulg like to tell
him what Gladstone said in Parlia-
ment, 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 gaid:

Mr, Gladstone said on 10th May,
1864:

“l 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 ang open, and the other
more shy, retiring and insinuating -

He wanted to make love to both
equally—

“I cannot conceive any
why there should be unfriendly
rivalry between the admirers of
these two damsels and 1 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

|

reason
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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 Fin-
ance Minister is a bit old and so he
cannot attend to both the girls, My
suggestion is that he should be reju-
venated 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 1 wish to
say is that he has not paid much at-
tention 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
tuture he should pay attention to
these landless labourers,

Having said this I wish to congratu-

late the Minister. It will look strange
having criticised that I should con-
gratulate 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 interna-
tional rate. None of these has been
achieved so far. So it is no use hav-
ing the Gold Control Order, It has
done much mischief. A number of
people, I know, have committed sui-
cide. 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 exa-
ggerating it, and it is simply 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
said that we should connect all the

{ RAJYA SABHA ]
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rivers in our land. That is, he want-
ed 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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wrardl g% {1 W ¥ AT R § e
@ 9K mw IFE A TWI §
& %oz § opfY [T @ AT @ {9
ey f% At 9w 9T @ § A1 9w
SR8 a5 W 77 4y ¥ 0T fe
WE IR T FILE @ WE A
@R FEWE FAU § 1 IU A
Fifed fx T gy <@r & | faeel F wax
qray gred a9 f]ar afew fow a5
| gaT ar av & av 5 fam qwE
RIZA T1 YA AT AW f5a a@® IWA
WA FE, AT FE AW FAFIE
ward | Ay arfF y agrdC @
AR 48 ag7 ¥ 771 a1 {1 9% fong oY
KT TR, AT T AT e I 747 qY
¥ TFE FT IF TF AT Aafagl
aige faFra faar wr ) & <@ ay@ @

|
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I3 forg @ drzar @y AV Qe g |
qrq Fl 9 & fog 9gF ¥ ¥ | g
e 2 AR B2 fafeeT &1 <& amew
fafrest WY 28T S § SR I Y
T1ar 0 & Afer N 7@ F arz fae
g g@ P W@ ) gQ
fzzat gear Tt § wT qre @ *
|iTs # g AT 9 5 g gk
wEEgt & I ¥ "rg-erg aeen @
Y fed § 1 wwdwr g fmey
T F Y THIET § S qry ey
fe arge oF I # AW wE v
wAl wo¥ g3 7 feqs AT it ot
ol g AT A wagT o meEr g™
AR AT § ST A ATLFHT WET I AN
& oY srot e a A § A ey
LGOI CIC A | ST ¢
X F AR v e Iy £
Frs e @ & fre & am At | q@ v
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T § 5 5@ asard § 331 lar &)
mit {99 7g  ®81 mar w5 gad g
OYEHT qIgT &1 0 AR aff ¥ «F 7
T4 ) 777 9% fog sver v 9t ? Wy
QT WwRIL e fag § ¢ gEA #
fag & 1 2z feeT g faa fra g & 2
Fragaqa ¥ fag d ? srag aX
aF &5 F fog § 7 AW & oy
TXg HrE-w TR g 9% g 8
for® sAaT (6T & | AFT F9T AR
fergate & @Y % 97 ¥ wafew
RIS AT &

s o HTTo W @ wEt ?

e aw 68 © g uw w1, 49
W ATTHT | FIGHT FIST & g 274C § 1
fafreedi & wa™l ¥ Qe oE-uE
oY (AT Ui 39 BT I §
T I 1 WY A § o fag
fram GaraTe SarET 9T w3 9 fem
wIg TIAT FR AT Y al A
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[rrz™ g afag]
B &7 FHA & Z2T G & | ST
§ FHAT & | ITH G F T T {AT-
fz 8 frewr 2 oA M Aw
gy, A &, AT g AT 9AT g
AT & PR THT TE R ) IEHrE
%gaaﬁﬁwal‘{ﬂﬂ?ﬁﬁag JITAT
g avn ffrat a7 727 § f o
it fafaeee ft o=t T4&
323 § fF @7 ¥@ w0 | AP gwa
g Tefrmdz & qwEd & AR fafa-
e #r # AE 2ET § AT w4 AR
gAY AT BT F A SOt | -
ZT I #R WA 7A@ A
®T' FT AN TF ST AT AT AT 77
T wF T4 2 fFTRT * wEr s
2 fr @ dT U AR Fifsal § dar
8 ¥ 57 1 & agar F B o oA Ay
1 AR | AE HT M g
qOF T A OEA FTARA faew
T oW § 7w aw
&3 WAl 7 ar aredl § oY g ¥
qedmfrEh & g QeE §
e & FRSK § 3T fasr < Ay
& T AT T ? G AT I
g 7 39 7% 3 FW ¥ 9w G 7
T W g A g At & wgen
g g o TG FT ISPAT 3GHT HAT
3, IFFY T FAT 74 1 AR IFF(
O 13 W A ¥ wifer @ &y
e st ot 7 TEAT -39 AN
g T ST EAIL WRL 4 AT T8
fa¥ § A & f A g da
Y 7T &1 wgrew At 7 dewmw ¥
qX ¥ 7 T 41 f 4T weTr § 9w
Tforat ¥ g8 Ty % @y A A O
fF Aw: 7 a7 A7 77 733 waft
¥ Far fo 70T A wag HQ AT AR
T fF gug 99§37 & | A gER
T TR w9 A a3l e g
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HoeT T@TE TH gL 3 A A T AV ) qray
g JEEIX T A aF S | aEr g
e 31 51 & 1 Ty A8 § P wfee
mfgen =@ W W& oW
FTRATE AT TR | GTHI A g
GAATE ZIAT & | AT T 7 87 GI3-
TR 9§ S g g A
AR Th ATGR AR U= 8
AT AT & 1 FAfAw I &y b @
g § W 97 AT g7 § SATR 9@
g ATIFA TAA3@ § AT AFE
: fromda w A avam AeTg
SURCUCEGUNI WREIE LR U SRl
AR 37 A= T A0 9T & &)
qn Ed & fF Fgfaes 33 @ & AT
zq fad 93 @ & % 9/ ag=awai & fog
o ¥ wfEA 97 3 oot wagd
frg s+ & @ af
T I O AT O3 § AT AT 7
fin weafresw & forg w18 2fear gria o)
g T g adis # awAm
T 7 B At 3T et F qwafor o
g ol § o wym § SigE )
St mefra & St dvzery & ot e
FE e T & A Fo T E AR 3w
qoagf g @ oder w®W g
wiv, T zo H':Qﬁ' ' a‘é’f
W&omglﬁ&oﬁqﬁw
TF & 3¢ FUT THH T AR
TR A2 A g 7R 5T 9wy o
73 fr g w21 | fEE| w4 9% ¥,
afesr &, s H, Wy A% R g ae
AT B | 97 ave foad T 3 7
7g 3% ST 43 gU & AR ¥hefRge w
W gu & forrwr T ¥ A7 weay ad 2
¥eT it § FaerT T | 5 Ry
1 foTet A ww A @ E o+ fmmw
FH FT W & | 370 98 Fg ok
femx gt ¥ WX T F wH W
d 93 &€t A= 27 aqfwr 8
g ar ¥ g 5 7 97 a9 99T §
T gAq § AL a7 aar & 1 gafag
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I T IR FT W ] & faC
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& ZAT HY g P Ty sl g 9l
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TN A WY E W oI T S
A & 1 I Wi T ¥ 9w 7w dwa
g 1 agt w1 Ny e 7 T awa
B, JATH AR, T AV, TR
TeF & zfar, Tere, 9T 9 97 9
FT BE T T 2| T I 47 MAAT
FT &9 7MW A fa fomw @ 30
gt ar | & off are § wry avar wr g
AR & o g fF #1% wew oft s
FY TIF TET AT FhaT 97 77 FE B
ST ST FFAT AT 1 WA oY frar F -
FC ]G b 92t F4T ST & 7 AT IAH
THANT 3@ TFT 37 ¢ A T I
gradt § afge g wawd g 7 Afwa
g AT G S ATE & | ¥8T §
AT AFEEIA & faw I TEY
afeT qERAm ®ragi & draE
I ST § NEAT I § 97 T FAT 3 &
Y QT T FT GO 3T 1 ITRT A
3 E AR AE 91 gAR axfEdrs
3FFT FEAA A 31 W £B WX Tw
fRaTTarag . @ F ag w F@T
qEATE .. .

guaAnafa : g faqar aaq TEd
Framaar 1 s« qi faaz M
fas A

wLI qufag : Hou1 31 I fae
q@w FT QW a1 F a8 u FT @Y
q ..
JuawmEfa : w7 framt 9 faee ]

MESSAGE FROM THE LOK SABHA

TeE AppPRODRIATION (VOTE ON
AccounTt) BiLn, 1964

SECRETARY: Madam, I have to re~
port to the House that I have received
a Message from the Lok Sabha, sign-
ed by the Secretary of the Lok Sabha:

“In acordance with the provi-
sions of Rule 96 ot the Rules of
Procedure and Conduct of Busi-
ness in Lok Sabha, I am directed
to enclose herewith a copy of the

e WX SEaTH, WH T T T FE
T & ar 7 | gusdl A D9 2
g a1 7 1 fasr gva1 R W@ @
A R SR A1 I9F few F oow
A ST g 1 a1 fRT W SET Tl
i T8 TG § 1 AP T grRAl 7 A
AT A8 & AW A £ J1 X a9




