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ANNUAL REPORT (1962-63) OF THE

STATE TRADING CORPORATION OF INDIA

LiMITED, NEwW DELHI, AND RELATED
PAPERS

THE MINISTER ofF STATE IN THE
MINISTRY ofF FOOD aND AGRICULTURE
(SHRT RAM SUBHAG SINGH J: Madarn, on
behalf of Shri Manubhai Shah, I beg to lay on
the Table, under sub-section (1) of section
619-A of the Companies Act, 1956, a copy
each of the following papers: —

(i) Seventh Annual Report and Accounts
of the State Trading Corporation of
India Limited, New Delhi, for the
year 1962-63, together with the
Auditors' Report on the Accounts.

(i) Review by Government on the

working of the Corporation.

[Placed in Library. See No. LT-
2523/64 for (i) ,nd (ii)-]

THE MERCHANT SHIPPING (DISTRESS
MESSAGES AND NAVIGATIONAL WARN-
INGS) RULES, 1964

THE MINISTER ofF STATE IN THE
MINISTRY oF FOOD AND AGRICULTURE
(SHRI A. M. THOMAS): Madam, On behalf of
Shri Raj Bahadur, I beg to lay on the Table,
under sub-section (3) of section 458 of the
Merchant Shipping Act, 1958, a copy of the
Ministry of Transport (Transport Wing)
Notification G.S.R. No. 157, dated the 17th
January, 1964, publishing the Merchant
Shipping (Distress Messages and Navigational
Warnings Rules, 1964. [Placed in Library. See
No. LT-2536/64.]

ANNUAL REPORT (1962-63) OF THE INDIAN
CENTRAL TOBBACCO COOMMITTEE,
MADRAS AND RELATED PAPERS

SHRI RAM SUBHAG SINGH: Madam, I
beg to lay on the Table a copy of the
Eighteenth Annual Report and Accounts of
the Indian Central Tobacco Committee,
Madras, for the year 1962-63, together with
the Audit Report on the Accounts. [Placed in
Library. See No. LT-253&/64.]

[16 MAE. 1964]

on the Table

ANNUAL REPORT (1962-63) OF THE INDIAN
CENTRAL SUGARCANE COMMITTEE AND
RELATED PAPERS

SHRI A. M. THOMAS: Madam. I beg to lay
on the Table a copy of the Nineteenth Annual
Report and Accounts of the .Indian Central
Sugarcane Committee for the year 1962-63,
together with the Audit Report on the
Accounts. [Placed in Library. See No. LT-
2541/64.]

NOTIFICATIONS UNDER THE ESSENTIAL
CoMMODITIES ACT, 1955

SHRI A. M. THOMAS: Madam, I also beg
to lay on the Table a copy each of the
following Notifications cf the Ministry of
Food and Agriculture (Department of Food),
under subsection (6) of section 3 of the Essen-
tial Commodities Act, 1955: —

(1) Notification G.S.R. No. 415, dated
the 3rd March, 1964, publishing the
Delhi Roller Mill Atta Order, 1964.

(i1) Notification G.S.R. No. 417, dated
the 5th March, 1964, publishing the
Andhra Pradesh Paddy (Movement
Control) Order, 1964.

(iii) Notification G.S.R. No. 418, dated
the 5th March, 1984, publishing the
Madras Rice Procurement (Levy)
Amendment Order, 1964.

[Placed in Library. See No. LT-2539/64
for (i) to (iii).]

r

THE BUDGET (GENERAL),
65—continued

1964-

SHRI N. M. LLNGAM (Madras): Madam
Deputy Chairman, the Budget has been before
the country for more than a fortnight now, and
opinions on it are more or less crystallised.
We have seen attacks on it from the so-called
Right and the so-called Left but the
fundamentals of the Budget
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nave come out unscathed. They are that
our economy -which is sluggish today
should be given a push, that inflation
should be reduced and prices brought
down as far as possible and, thirdly, the
welfare of the common man should be
ensured. I think these basic objectives
have come out in bold relief after the
discussion on the Budget both ki this
House and th* other House.

Madarn, the Budget is unique in
several ways. It is perhaps the closest
analysis of the economic situation
confronting the country today. It is a
masterly document and a tribute to the
keenness of the Finance Minister, his
grasp of th. subject, his insight into
human nature and his bold approach to
economic problems confronting the
country.

Before I go to analyse the incidence of
levies in the Budget, I would like to
submit to this House that budget in the
present day is something vastly different
from what it was some years ago. It is not
merely a question of balancing revenues
and expenditure. It is not even making
provision by additional taxation for a few
developmental projects. It has a vital role
to perform in a backward economy. It has
to mobilise the resources, material and
human, of the country for the fastert
development of its economy. It is true the
Finance Minister has stretched his utmost
to husband thf resources of the country. It
is also true that he has taken into account
the human element in this development
process. It is in this context, Madarn, that
we have to judge the question of foreign
private capital participating in the public
sector economy.

Madam, thinkers all over the world
who have been exercised on this question
of the rate of growth in under-developed
countries have come to the conclusion
that however much a country tries to pull
itself up. it will be difficult unless there is
international assistance on a very large
scale. The world is veering round to
this
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view that unless more and more as
sistance is given, technical assistance,
assistance in the form of loans and
grants, assistance in the form of im
proved terms of trade, an underdeve
loped country will find it almost im
possible to improve its economy. That
is the inescapable conclusion that has
been reached by people engaged in
solving the greatest challenge of the
present times, namely, the emancipa
tion of the developing countries. And
we see all over the world today, in
realisation of this trend of thought,
more and more assistance flowing both
bilaterally and multilaterally. But, as
the Finance Minister has stated, our
requirements are on the increase, our
burden of servicing past liabilities iM
increasing and the country has, there
fore, to depend not only on assistance
from Government-to-Governmeat

level but also on assistance from other
sources. We have, therefore, to view this
assistance by way of participation of
private foreign capital in the public
sector enterprises in this context.

Objection has been raised that the
repatriation of profits of these private
firms will be a huge drain, that, at any
rate, it will be greater than what the
burden would be if we were io raise
loans from foreign governments. That is
a point of view which has force in it, but
why should we be guided by this rigid
approach to this question? If in the
balance we find that the participation of
private  foreign capital is more
advantageous, in spite of repatriation of
profits, than raising of loans from the
World Bank or other agencies, why
should we not accept such participation
for the development of our economy?
We a going to blindly accept any oiler;
every offer will be examined by the
terms and conditions thereof and if they
are favourable, if we find that our
economy is going to be strengthened by
such participation® we should raise no
ideological barrier to ?uch an Inflow of
assistance from abroad.

Madam, as I said at the outset, our
Budget has to be viewed not only in
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the context of our own resources but m the
context of the resources available throughout
the globe; it is , global strategy that we have
to adopt not only in framing our Budgets but
also our policies in trying to develop our

country.

I come now to the taxation proposals. The
taxation proposals have been criticised as
being too much in favour of the corporate
sector by the so-called left, and the corporate
sector itself has said that the Budget proposals
do not give either the freedom incentives
necessary to infuse dynamism into that sector.
I think both the views are wide of the mark.
The fundamental objective of the Finance
Minister has been to glre all possible
incentives to the corporate sector consistent
with the needs of development and the
objective of an egalitarian society.

We have to face the fact that there is such a
thing as the private sector, private enterprise,
in our country. You cannot scrap it overnight;
it has to be harnessed for the highest good of
the country. The Finance Minister has chosen
the only method of doing it, namely, by
regulating it: by giving incentives and at the
same time controlling it by regulations. It is
not for me—at any rate, I do not have the
time—to analyse the exact incidence of the
levies, the additional levies, and the
concessions that he has proposed for the
corporate sector in the Budget. The Finance
Minister has promised to work out the details
and to remove the hardships wherever they are
noticed. But nobody can quarrel over the
approach of the Finance Minister that the
corporate sector has to be helped adequately.
It is true that very drastic adjustments are
indeed necessary to make the private sector,
the corporate sector, contribute to the
maximum growth of the economy of the
country. For instance, there has to be a drastic
change in the priorities of investment.
Investments
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have been motivated so long by a desire for
profits. They have been channelled into
quick-profit-yielding projects. Now, it is for
the Government to see that these investments
are channelled along the declared order of pri-
orities having in view the larger economic
potentialities and development of the country.

Coming to the taxation proposals on
individuals, there was great jubilation, that the
lower income  groups had great relief after
the abolition of the Compulsory Deposit
Scheme and that the middle income groups
were helped by the introduction of the
Annuity Deposit Scheme. But there seems to
be some disillusionment that the relief
expected is illusory and at best, it is only
marginal. The Finance Minister has taken
pains, while replying to the debate in the other
House, to compare the incidence of  the
relief with the incidence of the Compulsory
Deposit Scheme and the taxes of last year.
But I would  submit to  the House that
although the Finance Minister is probably right
when he siy» that the effect of the proposals on
the lower income groups is that they are
enabled to have more 'carry-home' pay
packets, they do not contribute to greater
savings in the lower  income groups if the
ideal or objectives is to encourage savings,
then the relief does not achieve the purpose.
The relief is so small that it i; only
expendable. There should be some scheme for
savings. | would even go to the extent of
saying that the Annuity Deposit Scheme
could, with advantage, be extended to one or
two slabs below the Rs. 15.000 mark.  That
would ensure greater savings, at the same time
giving relief to the. lower middle income
groups. But as a measure of tax relief, it is
insignificant,  and I would urge upon the
Finance Minister to make it more effective if
possible, because the revenues from this
source are not going to affect the budgetary
position materially.

Some Members have objected to what they
call the steep rates with regard to the Estate
Duty, the Capital
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Gains Tax, the Wealth Tax and the
Expenditure Tax. These, as we know,

constitute a scheme of taxation which is dear
to the Finance Minister and which he
introduced when he was Finance Minister in
1957.

I do not claim to have worked out the actual
incidence of these taxes on property, but I
hav, the impression that they are bound to work
harshly, at any rate on certain slabs of income.
The Finance Minister himself has not stated how
they will not cause  any hardship. I only hope
that if he finds that they do cause hardship, if
they do result in property being sold away
completely in meeting the demands of these
taxes, he would mitigate  the rigours of these
levies. It is true the Finance Minister has not
been carried away by any ideological
considerations in making these levies and, at
tbe stage when the two Houses consider the
Finance Bill, I am sure the implications of these
levies will be taken fully into consideration.

Madam, the central theme, as I said, of the
Budget, at any rate one of the themes has been
to reduce inflation and bring down prices. But
on a review of the Central Government re-
venues over the years, since 1950-51, and the
rise in taxes, both direct and indirect, we see
that taxation as a measure of reducing prices
has failed. The taxation is supposed to
have three-fold objectives, of increasing
investments, of restraining con-
sumption of bringing down
inflation, andalso a fourth feature if I
may say so, of reducing inequalities.
Whatever the result of our taxation
policies, both direct and indirect, may have
been, they have not reduced the prices—
there is incontestable evidence between the
emergency taxation of 1963-64, and the spurt
in prices thereafter. Although the Finance
Minister has tried to reduce the amount of
deficit financing to the barest minimum the
rise  in taxation seems to undo his purpose,
nor has the Finance Minister's claim that the
rise in indirect taxation has helped to reduce
inflation proved true.

and
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In fact, whether the Finance Minister admits it or
not, the fact before us is that indirect taxation,

specially  the Excise duties have contributed to
The rise in prices. It is therefore time,
Madam, that the Government thought of

appointing a high-power body to look into the
question of the effect of taxation over prices over
years and to formulate proposals for altering
this tax structure so that we may have a more
rationalised structure before we enter the Fourth
Plan. We have been relying too much on
taxation  for achieving the main objectives, but
we have not succeeded in all these ohiec-tives.
It is also more than a decade since the last
Taxation Inquiry Commission was appointed.
Inview oi. all these developments the time haa
come to appoint another Commission to go into
our taxation policy so that we may have a
more suitable tax structure, both direct and
indirect, before we enter the Fourth Plan period.
A commentator has pointed out that the Budget
constitutes a brilliant exercise in the concealment
of the effects of the proposals.  This is borne
out by the fact that the Finance Minister himself
felt compelled to issue a series of hand-outs
explaining the implications of the various levies
contemplated in his Budget speech, but even so
the full implications are not clear, at any rate to
most laymen like us. But the over-all picture
with regard  to prices and the welfare of the
people appears to be, Madarn, that we have a
long way to go before we ensure both a reduction
in prices and a fair deal to the common man. I
realize that a single Budget cannot achieve
much in this direction.  But unless we lay
emphasis on the improvement of the rural sector
by providing employment and by giving massive
doses of help for regeneration of villages—for
houses, for roads, for providing water-supply, the
Budget will not  achieve the major objectives it
has in view. Tt is  growth-oriented, I know,
but growth-orientation does not consist In giving
a fillip to industry only. Agriculture has to play a
vital role. a; hu I been often stated on the floor
of the
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House. But along with agriculture the
rural sector, which constitutes nearly 80
per cent of this countiy, has to be
reviviiied. The Community Development
Project, the co-operative sector, and other
agencies set up to help the rural sector
have not been adequate for this purpose.
There has to be reorientation in the pro-
grammes of the Community Development
Ministry, and very effective doses have to
be given to the rural side for its
regeneration, and to mobilise its material
and human resources. Simultaneously,
Madam, We have to drastically change
our planning methods. Planning, though
we star'ed on a modest scale, ha, assumed
proportions now, which make us review
the whole business of planning in The
context of our tapering economic growth
and rise in population, We have, I would
submit to the House, to cease to think of
planning for culture, for thought and for
chastening the emotions of the people.
We have to mercilessly cut off fads and
schemes which touch human life in these
aspects. Planning has to be confined to
spheres where it results in quickest
economic growth and the well-being of
the common man. Even in the industry
great stress has to be laid on the proper
planning of priorities. The Finance
Minister relies on the regulations which
he has imposed recently for bringing
about the proper arrangement of
priorities. I hope he will succeed. But
unless this priority is enforced ruthlessly,
unless all non-development expenditure i
cut to the bone, unless the States
discipline their finances to bring them in
harmony with the central scheme of
investing every available resource for
development, the time wiH not be long
before which we will be caught i, an
economic morass. So, Madarn, the
Finance Minister has made a gallant
attempt to husband the resources of the
country, but his responsibility does not
stop with that. He has to find out ways to
put to best use the resources that he
makes available to the various agencies of
the Govern-
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ment. I know he does not have the power
to enforce what he thinks is best. He does
not have as much power to spend money
as he has for collecting money. But
unless it is ensured that what he collects,
what he has don. with great effort to
mobilise resources which involve too
huge a burden on the people, unless these
resources are spent purposefully for the
benefit of the country, all these revenues
would be of no avail, and the travail
through which the people of the country
will have to go will be long.

THE DEPUTY CHAIRMAN; How
much more time will you take?

SHRI N. M. LINGAM: In one or two
minutes I shall finish.

So, Madam, the responsibility not only
of the Finance Ministry but also of the
Government is great indeed. The question
of raising an underdeveloped country
with a vast population constitutes the
greatest challenge of our times. The
Government have to bestir themselves
and make all the necessary institutional
and other changes so that we may march
to th, goal we have cherished with the
minimum possible delay.

st TAW AT ARTOT  @IETHT
(mexr wiw) : Irwamfs  wEEE,
TR FAT FATC WA WP FAT B,
HTg Hga At wc 2 F) g A
Tt & fr fafge s =maeqr § ol
qr ofern @ ol qgAz daEw
Al w7 FTTAGHS BT TR AT B,
it /ywr P 2, @zt ov frdr fr
wrgaw fafmer & fag, fra wet &
fertr, dgfae awe o o oy yieeer
F AT 31 FheT qawaT e ¥
aR g tad § fr gz o awe g
FTAA ATAT AT & A2 9T o1 Frorw g
¥ IF FTH1 AR AT ¥ | AREAe
q wamard o J qwrsEE 7 gen A
ma  fwar, aAaifEs  aweEE &
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72 9wnd 4 Fagaman ¥ 9=
TOTART 1A TAT T F A1) 51
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e T4 fom 7@ R AT w7
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[+ <fm=ex oo wrE)
fearf T2 ¥ dfer gl awen g
fe st ot TR 30 F A S AT AR
T UTRHO F) AT | A AT AT AL
QTR v mfFer d7 wT W@ 2,
gAY 7@ ArAw g 2 fy mieers
o W 2w forer w e oge A A
wrfir &, 59 ¥ A1« wOTHedr ¢
IAE, [ T T wErTE T,
o & wwify dene qed § M ow
sifT &1 aaEr A T #
fomd I 9fx I7% 94y ST AW A
g wEE 3T OTE ) OFET AT AT
M F TfFam A, @ E .
ARl A wAr o R 3 W A
g ATl AT IAIN A W TRE
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fer A 3 aww 26, a7 A
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T w2, WS amr Amd a2
W wdeE 58 sy o 8, @
T2
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& Ay wuf 9iF ) =R o
sfear Ymage wEvww F ot orferan-
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fod =z A1 @wal &1 Fra|r Sear
TR A FIAT IgT HAWT # |

grfagadrofr § a5f s 7% §
St qEE fav § 998 wEw F 5 v
# T TFA G 1 T H AT
ar fw|T AT faw AT w1 wAeAq 57
mﬁgﬂmmﬂgﬁ]‘émq
ST FTANA & | AT FL qNA
FCF 7 ATN F AGAS G Z 717
IR TA F o st At
& AT AT FT AT § 9w 5
o & | ALY AT AV A7 FL AqeAT
7 I HTAT TT I FOET F, AT
WAF F7 F A% g WHET § TG
fawd g At & ag g T
zaaT #1% mgfefes 37y 39 g9
& 7 2 fr awexw &7 feaar g
a7 AT FAF FL iwAT EMWE0
wrfgd, gFar  fFaar g @
fraa @2 fomrd g 29 e &
R 7 fafgwa Hifd gea€ s
qifgd Wi AT WIH IEAT A7 HE |
wegr A1 Afe U oFETId #7277
Afew A9l F F9T, qW A F B9
S FOEE WA §, GqAEwT 5, GG
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T wifesT s fs a8 =Eq, @2
WTTR ATEe T A4 8
o 2 ¥ fammw A
FTET | AOAT IT AN G IS F
are i waf gEat st o & == frar
f &7 AT FW WA FE wESE &
FaART TTTH 20 WIH 7 WAq ¢ T T
wA AT BN AT I & Ay dme 2
#frw § uw afaw v F67 TG F
far 7% ot A0 T AW g A @
F 29w a7 gHAHE F47 2 | a1 (6T
T SAFH FT IART  FATE SN
T T T ATTEAD TARAIFT -
wifmt Farc d a1 FAg TG AT
Fifgr # 1 qraee Amfw &
w=8 amror #, T e AT ar-
ot adr wE feand TR Ear
gTH A w§ e TE gl
qifga |

sfraga T ag 7@ TREAE fr
AT d5r e ow AT WTfa-
Zfeft gAew gdg v 0 Uw
SIRIT TIEA ] THH] TTSAE T THA-
ez ATETAAT  ATHT  TART TEIAA
qraEAr & fo AT OF T R 9
® foor wnm o#T IA # SR
At STR wefaAwa ¥ wreer g
Iz 915 oo F | F!'TWHE'W
HIRFTC 7 g% AT 48 {Roo T X
&, gL AT 9S00 & FL A AT A
P WA T9 FL ¥oo WY THA-
e Ffarscdr | sggAamET T
@ WEFT qEE T T E6T e
¥ ger fr wred, ag dwadET §, 7
g wgr fr T are AT Om-
ﬁ{ﬁ'ﬂ'ﬂ' a’m’ﬁﬁ' Goo'ﬁoggiﬁﬁﬂi
arer gt ATfgd 9300 AW AYaT WA

fRAJYA SABHA]

1964-65 4452
g aed g G I S gl
aefa 44 faedt Znlt | W aEw
T & 5 TEw f4w wferw
Tt o famary 77 F a9 iz a7
g oAt & F€Aee owEEr wE
P oA 2 Ardwga i
Er A AT & 099§ 79 G A
Ztar wifgd fresr SEe qEdT &
Epr T ¥aga 20aE | T 9T
ot wflw  F ownTh 8, dw o2,
MEFE w e AT & & W
ST § | A o1 ST g (AT @t
& A wsm G afaae &
BT &, SAST AL WOAW AGT FIAT
& AN AT ITTT AT NAT FTAT E 4
% Fagi o wwar §. AT gE
Oy frare s T 9% a0 g

g1

AT FRA F AR T g 2w AT
¥ we @ v o7z o el wd
spgeqr 8, fafar 74 svgemr 8,
IAY gARI T WAL T ASL FAT
t afrr & enmar g w3 gum oo
T & fr gw w9 gifees @oq wadt
o SUATAT W AR wOA & @y,
AT ZATE TEEAHT TAATE Gy AT
B T A7 AHF T0AT F1 w@aAqA A
w1 @ WY S B gardy fradr daadia
ArerT 9% g 28 w47 g2 & aq
at =i g€ IT ¥ afaw gar fw
gl W1 v Gad war gag afu-
sael & Ax ¥ g & M zAd
1% [T A8 #1748 FRr a4
¥ frgnd agiagag ag g aq §
o Fwh wEr gIReE qrEferra
ag qar § Afwwd oar g wgtas
Titvm qiEfama w1 gdg § 7t
NAE OF WAAT qFEw A7 fearee

ZT fed Yvoo | FfFT AR AT | X ot Fg ar——sdiwa § arz #a



4453 Budget (General)

qiwE fmaﬁ%a%ﬂmrg‘ﬁ £
& Wirorar g gHIR AR TR §
e Sraty gagy & IS ardr
ST & 47 FvH! ArAr I A
¢ FR g matwled o1 og= a:,
T AT TRTT TN HAT AT X TR
v arigmd ¥ fag gawr gman
foar qrar & 1 Tafagfadr safes
g3 ¥ faa, woACwFwaw ¥ faa
¢ Tri AaE o 3 oW @
ST areE avere F1 e & fair o §
3 g AT & 9ER orAE
T owe # | Efad g
T ATt B ag A wEw A g
f gam i rﬂ?rmerm t a
afr T & A vEw e A arw
g redr & 1 gt qwr & agi o
Frogare sufag ot 7ff qa & f7
e &1 T < T HAT A § )
®F fr A L FWET € A Lo
Lo ®YAr Fr 1 AT FfF FRIFA
AT AT & WYL wAsTardl e
Tifad 99% 9% {Ro wo FFATHE
A o g gl et ¥
ar waer g wEdt & F S ad
TE TFAT ATFT ST ST
o JATENT Y, g adrgd o
2 frag 7g gwgar & fF grTA
ITE wewr T IAtAE A TR
w1 s ader & f¥ foem
Gt FNT IAAT FIETEIT %’mﬁﬁ'
& g A g & ) A
Fwr 57 F wH g F 33‘@1 ¥
0T ST qg W E |

W ¥ Y T UFEEr & ark
FENARME | AT FT TG
fe gedra wrodimror gy aed

g mawdlaraar asfrEor @
Yowma s T § W ang §T W

[16 MAR. 1964]

1964-65 4454
Tafa T M9 &1 qF g SJUFAT
g, o) sTESA A SrAe § 7
aga sAefmivdz & WY ¥ My
e TG AT A wgm fw FeEgEw
wug AR AUHAEANT g1,
TSETFET FY A, AT HAAT TE
fF HTH ST FTEIET ATATR SSAT
gz r & 1 Wfew |{fF g
wofrdr famesit & SuwT wae 72 T
2 f5 arfrawen w1 fafafes a0
3 qardm 3 gafay e oe
or  srarafga Ry Re A # g
Fom wifgd, wmar ofwivde a9
aifga |

uq, A AT AT qg g
ar gY wer & swEwEaTar #1 Wy
#1 #9 far w@w g @A e
a1 & g3a fwa st Trg i @
far war a1 99 faar {5 92 aer
ar  wg W gl wifs sy
waAr g fwer ) rgaswa @, wew
Tgt #161 g, wrEwe U9 g fw
AT AT GEAAT ST § I
feramrad & @1 daz 7@ &
$fs @ AwEwr A aw fea
& zafad fam wrias oy g o Ty
TAETAIT A R agEmE
fad 757 & fr g o waier v
T & 1A wfawrdat § s of
wEm g f  faww @ agioed
g A ferd fdwrdr i @ afaw
FETFIL O FTEITET E AT
f O wliy gaferd ag 2 o @
T aF § YT A T ad ww
wrr &1 a1 g gt 9 gure-
JIE FT AT TOGT § ATAT TErAt
T grlt  2g @ aE F Ty % @
& fie 7 @ Trwwwrd w7 wET avET
o fear wrr , w9 wwwraE
oA feavarnr @ WA ag &



4455  Budget (General)

[ wrawz gk o aide)
faa gy sa¥ wwwdgr et & 4r
WM AT IS UF A g
foaar wawT F1 gvET § IHEER
CLCEETC I S S el Ll D
& g AreFww wrifagor %<
GHIFTA G grag 1 gTEMTHIT A7
At fra mifasi @ g3fa g 55w 39T
TUAF AMME ST HFAT |

THE DEPUTY CHAIRMAN; Mr.
Khandekar you have taken almost 23
minutes. Please -wind "P-

SHrRI H. S. KHANDEKAR: We have
40 minutes, I think.

THE DEPUTY CHAIRMAN: I don't
think you have that much time.

SHRI R. S. KHANDEKAR: Anyway, |
will finish in another five minutes.

THE DEPUTY CHAIRMAN: Finish in
another three minutes.
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12 NoON

SHRI S. N. MISHRA (Bihar): Madam
Deputy Chairman, the Budget we have
been discussing in this House is to my
mind, a highly sophisticated Budget. One
could hardly expect less sophistication
than this from the Finance Minister who,
if T may say so is considered to be the
talented prima, donna of the Government,
and who only a few years back, when he
had presented his first Budget, had caused
a good deal of flutter in some of the dove-
cots This Budget, Madam, is in a sense a
Budget of minor manipulation? and yet a
Budget of major trends. I" represents an
extraordinary fiscal synthesis, an intricate
balancing ot measures and countervailing
measures. And, therefore, you can say
that it has most of the elements of a
socialist Budget and most of the elements
of a capitalist Budget at the same time. It
is like the Mona Lisa smile in which you
can read anything and everything.

To an extent, Madam, this is inevitable
in the context of the mixed economy that
we are operating. Because mixed
economy docs not mean monogamy in
economics, bigamy continues. And
perhaps sometimes, although the queen is
named, the choice is very difficult to
make between the two attractive sisters.

It is no wonder, Madam, therefore, that
this Budget is being subjected to
diametrically opposed criticisms and
claims. Well, one can say that thi*
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[Shri S. N. Mishra.] Budget has given
too much incentive to private sector
through tax reliefs and concessions as
represented by the reduction in Corporate
Tax from fifty per cent, to forty-five per
cent., substitution of the Super Profits
Tax by a low rate of Surtax on a larger
capital base, exemption of Inter-corporate
investment from Super Profits Tax etc.
But one can also assort that the additional
imposts to which the private sector is
being subjected would amount to no less
than eleven crores of rupees The criticism
about excessive incentive to the private
sector also finds support in some of the
measures taken earlier besides some of
the measures which are going to be
adopted as a result of this Budget. I
would particularly like to refer to the
withdrawal of the Emergency Risks
Insurance Scheme, decontrol of the price
of sixteen commodities in respect of
which the Mid-term Plan Appraisal did
not indicate any shortfall in output tar-
gets, liberalisation of capital issues and
licensing establishment of the Industrial
Development Bank to provide additional
resources to the private-sector and relief
to the higher incorre brackets.

On the other ha“.d, looking to ths
widening and steepening of the Estate
Duty, the Wealth Tax, the Expenditure
Tax, the Gifts Tax and all the rest of it,
one can say that the Budget takes us in
the direction of socialism or at least in the
direction of reduction of inequalities of
income and wealth.

Similarly, I would like to draw your
attention to the serious attempt that is
beins made in the Budget to attack
monopolies and massed economic power.
In fact this is going to be the most
important measures coming in the wake
of this Budget. But, at the same time,
there is also encouragement to inter-
corporate investment which leads to inter-
locking and more concentration of
control. Then you have got, in this very
context, further encouragement to the
foreign
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collaboration which will also help to
strengthen these trends in our economy.

In the same way, if you take the totality
of the taxes into consideration, you find
that, although there is relief all round, in a
manner of speaking, in the balance you
are going to get additional resources to
the extent of forty crores of rupees or so.

So this shows, Madam Deputy
Chairman, the dextrous hand of the
Finance Minister who knows the ropes
and 'who believes in the dictum "Art lies
in concealing art".

Now, i, the balance what emerges —
and this is a very important aspect to
which I would like to draw the attention
of the House—is something on these
lines.

There is going to be a more buoyant
and bourgeoning private sector in the
organised industry. This is number one.
And number two the essence of the
measures is going to be the augmentation
of savings generating incomes. By that |
mean that there are going to be further
efforts to increase savings at higher levels
of income. Also you would find that
although wealth is going to be attacked to
some extent—and about that also one
cannot say what it would amount to—
income is going to be attacked much less.
And whatever evil trends or whatever
adverse results in social terms might
ensue as a result of this policy they would
be taken care of through corrective mea-
sures later.

That seems to be the broad approach of
the Budget. Then, Madarn, I would like to
say, summing up this policy, that this
Budget i3 predicated on the thesis that it
is not advisable at this stage of our
growth to interfere with the pattern of
income generation and that it would be
more advisable to interfere with the real
consumption, that is, to change real
consumption after the incomes have
accrued.
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Well, one can differ from this approach
and I too differ in some ways from this
approach. But I would like the House to
remember that in the case of an entirely|
different approach, political assumptions
also will have to be radically different.

This brings me to the more immediately
basic points that this Budget represents.
The objectives of this Budget, and I think
they have been sufficiently stressed by
some other Members, are different in a
very distinct way from what they are
usually supposed to be. For the Finance
Minister, the problem was not primarily
one of raising resources to meet the
requirements of Defence and planning,
for that problem Was nearly or almost
entirely solved by his predecessor. And,
therefore, it has been remarked by some
that the Finance Minister, although he is
no minor, stands on the shoulder of his
predecessor. The problem, as the Finance
Minister himself has said, is one of]
stimulating economic growth and cor-
recting distortions through a reorientation
of fiscal policies.

The Budget, to my mind, represents a
NEP, a new economic policy, of the
Government. Let the hon. Members not
look askance at me when I say that this
Budget does represent, the NEP of the
Government, the new economic policy.
The consuming passion of the Finance
Minister, in accordance with this
economic policy, seems to be to bring
about a fever of expansion in the
economy. To my mind, it would have
been much better if the Finance Minister
had come forward with this policy before
this House and got it discussed with its
basic postulates earlier. With the approval
of the House thus secured, probably the
Finance Minister would have been better
situated to put across this Budget.

The Budget, again, I would like to
stress, is not the product of the ex-
periences and difficulties of the last one
year. It is not a product of the limited
experience of that kind. It is
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born out of—particularly this is the view
I have taken—the assessment and

appraisal of the experience of fourteen
years of planning. The two aspects of the
economy which seem to have worried the
Government and formed the basis of the
new economic policy seem to be (a) the
overall sluggishness of the rate of econo-
mic growth and (b) the lopsided growth
in low priority directions. Now, let us
examine whether, on the test of these, the
Budget stands quite well.

During the initial period of the Third
Plan, the rate of growth of the economy,
as you know, Madam, has been only of
the order of 2°5 per cent. as against the
target of 5.6 per cent, per annum. An
analysis of some of the important
industrial programmes would go to show
that instead of Five Year Plans, we are
now having seven to eight year plans. And
that happens in the field of wvital
industries. So, the result is that the
nomenclature of the Five Year Plan is
losing its meaning and significance so far
as the important programmes are
concerned. There has been as you know—
and this point has been emphasised very
much by hon. Members in both the
Houses—a recessionary trend in agri-
cultural production and my fear, Madam,
is that we are not going to achieve food
production of more than 85 million tons or
so by the end of the present Plan, so that
there might be a shortfall to the extent of
15 million tons in food production. And as
I had on an earlier occasion stressed i»
this House we seem to be very keen to
conform to the gloomy prognostication of
some of the important economists in the
West who have said that India and
Pakistan would need to import foodgrains
for the next I0O years to come. However,
that is not the point on which I would like
to dilate just now.

In fact, the point that I would like to
bring out in greater relief is that looking
over the last fourteen years
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[Shri S. N. Mishra.] w, find that our
economy has fallen into a stale rhythm of
3 to 3.5 per cent, rate of growth.
Whenever I ponder over this problem I
come to the conclusion that this
institutional set-up and this political
constellation including the leadership—
by leadership I do not mean only the
leadership provided by this side of the
House, that is, by the ruling party but, I
include in it also the leadership provided
by the various political parties at various
levels of national life—are not going to
yield a rate of growth of more than 3 to
3.5 per cent. So I call the present
leadership as "the 3 per cent rate of
growth leadership". That is what the
leadership of the country and the political
constellation in this country have been
able to provide and for that you will have
to seek a more radical remedy.

However, as against the near stag-
nation—and here I come to the Bhu-
baneshwar Resolution which has been so
much talked of in both the Houses, and
mostly the Members seem to have got
hold of the wrong end of the stick—to
which we are grinding, the Resolution
promises the fulfilment of the basic
necessities of life of the common people
by the end of the Fifth Five Year Plan. It
would require stepping up the national
income by 175 per cent. I do not know to
what rate of growth per annum it works
out, but it may be not less than 10 per
cent per year. Tt is easy to make a
commitment but unless we understand
the full implications of the commitment
we probably are not going to live up to
that. Therefore, I would say that this
point has not been brought out. The
wonderful word 'socialism' has been
bandied about no doubt, but in terms of
sacrifice and efforts what this is going to
mean haa not been brought out. And what
role hon. Members have to play in this
connection has also not been brought out.

Now, what is the Government's
response to this situation? Itis in
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this context that the new economic policy
of the Government takes its birth.
Obviously the Government thinks that the
most important reason for the lack of
adequate growth in industry lies in fiscal
and related fields. The thesis of the
Finance Minister is, our kitty is full—
please mark my words—and we cannot
spend more on defence and the Plan; so
why not give over the resources to the
private sector? Now this may be a very
correct view to take; I do not want to
quarrel with that just now, though even
this view can be contested in some
manner.

Up till now, Madam, what do we find?
The domestic resources have by no
means constituted a serious bottleneck in
our development and even in the private
sector the investment in financial terms
has been running all right. There has been
no difficulty about that. Then why this
concern about the fiscal policy? That is
the question which naturally arises and
the reasons for the shortfall have to be
located  elsewhere. That is my
submission. The reasons are largely
physical and organisational. We are up
against certain shortages and limitations
in some real resources—in steel, iron,
spares and components, power, foreign
exchange, non-ferrous metals and the
like. But the Finance Minister's diagnosis
takes us elsewhere and so the basic
assumption of this policy, I beg to submit,
does not appear to be sound enough.

And, Madam, I would like you to
consider particularly one important aspect
of this. If real resources remain static and
investment in financial terms- is sought to
be artificially stimulated, the result is
obvious. It would have an inflationary
impact on the economic situation.

There is another snag in this policy but
I would not like to dilate on it because
the hon. Member Mr.
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Lingam ha, quite rightly stressed this.
Economic growth is not only the function
of the rate of growth in organised sector
of the industry; agriculture as is
universally recognised, has to play a
larger role. But there can be only two
courses before us as to the way incentives
can be give, to the agriculturists—either
by raising the prices of the agricultural
commodities or by decreasing the cost of
production. It is quite obvious that we
cannot go in for the first course because
that would lead to rise in prices of tho
essential commodities. But we can cer-
tainly do something about decreasing the
cost of production of the agriculturists.
That can constitute real incentives to the
agriculturists. We have been talking too
much in a very vague way about the help
to be given to the agriculturists. This can
come about only in the form of subsidies
so far as the prices of seed, fertiliser,
electricity and the like are concerned.

Madam, now I would like to say a few
words about the Compulsory Deposit
Scheme, about the abolition of it and the
attitude which this abolition connotes. I
am not one of those who look for comfort
and cheer in the Budgets from year to
year because I feel that at this stage of
our development we just cannot expect
comfort and cheer. We are sentenced to
hard work and sacrifice; let there be no
doubt about this. Now, what has the
Finance Minister done and what has been
acclaimed as one of the best features of
the Budget? Well, the withdrawal of the
C.D.S.! I am probably a little too much
Plan-minded, and that I cannot possibly
help, having been associated with
planning for a fairly long time. But those
of us who had supported with a good deal
of warmth and enthusiasm the
Compulsory Deposit Scheme last year
did not do so in a spirit of bravado, in a
fit of sadism or in any hysterical outburst
against the Chinese aggression. When we
did that we thought that the last year's
Budget made us feel like a nation;
everyone of us felt that we had
something to  sacrifice
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for the defence of the country. And that
was not the only aspect. The revenue-
raising aspect was not very important so
far as the Compulsory Deposit Scheme
was concerned. Probably that amount of
revenue could have been raised in some
other ways too. This year, as you know,
Madam, Rs. 40 crores have been raised
without much furore and that goes to
show the skill of the Finance Minister. So
last year also it could have been done.

This year we have taken away this
Compulsory  Deposit Scheme and
therefore I think that this Budget radiates
a spirit of relaxation if not of
complacency. It may be pointed out, as
some hon. Members have done, that the
Annuity Deposit Scheme takes the place
of the Compulsory Deposit Scheme. But
it is applicable to those with incomes
above Rs. 15,000. That is all right; but
what I want to ask is, why do you not
allow people with incomes below Rs.
15,000, to have the privilege of
participating in the war against
aggression and' poverty? The whole
nation, to my mind, will have to be in
battle dress if we want to be serious
about waging a war against poverty and
aggression. But that is the spirit which is
sought to be destroyed. I must tell you
with a little agony that I have been very
much pained to see how the very spirit of
emergency that such measures as the
Compulsory Deposit Scheme symbolised
has heen sought to be destroyed. We
were not able to keep it up. Here was
another chance, a good chance, this
emergency | consider it to be almost a
blessing in disguise. But we have muffed
this chance also and history is not going
to excuse us on this account. That is my
clear view so far as this is concerned.

Having said that, I would not like to
imply, to mean, that the rigours and
hardships caused by the Compulsory
Deposit Scheme should not have been
mitigated. Probably that could have been
easily done and there were ways of doing
it.
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There is another aspect of the Com-
pulsory Deposit Scheme to which we may
have to revert in the future and that is this.
The Compulsory Deposit Scheme could
have been made more attractive; if we had
linked it with the provision of facilities
for education and health, I have no doubt
in my mind that it could have been done.
If people were told in these terms about
the utility of the scheme, they would have
taken in their belts and they would have
magnificently responded to our cause. But
it is we who are pussy-footing round the
situation when the situation requires
courage. When the situation required the
highest amount of sacrifice, we did not
give a call to the people. Let us now come
to another chapter.

Instead of having a regime of austerity
and hard work we are going in the reverse
direction. We had the other day a great and
good news, if I may say so, from the
Minister of Steel when he promised to the
country that we were going to have cheap
cars either through the agency of the private
sector or through a nationalised unit in the
public sector. Now, I do not quite
understand it. It beats me completely wh
we should be so anxious to bring dow:
the price of cars.  The other day my wift
had to wait at the bus stand for two hours t
get a bus for Lajpatnagar.  Thus our citie:
are going without adequate transport
There is inadequate parking space, road an
the like. The Prime Minister said some
time back that we are at present in the
bicycle age. The utmost we could think
of therefore,  during the course of the
next ten years was that we could get into the
scooter age. But now we want to jump
into the car age, the automobile age. Not
only that. As you kn'ow, this programme,
if it is implemented, is going to make a
heavy draft on our scarce foreign exchange
resources and these foreign exchange
resources could be devoted to more
jssential programmes.
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So, you will find that we are seeking to
establish all the values of an affluent
society. Or else how could we explain
the greater and greater production of
cars, refrigerators, air-conditioners,
nylon and terylene fabrics and the like?
And to crown them all, fo, the cult of
the '"body the wonderful", we have got
the beauty clinics with the latest
American services and we have got the
glittering hit parades of fashions to
show the dress for every hour of the day.
And this in a country where the mass of
the people live in the most tattered clothes
and change them 'only as many times
during their lifetime as fashionable
ladies in the cities do during the course of
a day. So, we are having these
glittering parades of fashions for every
hour of the day; a particular kind of dress
must be worn every hour!

The important point to which J am driving
is that our economy is very rapidly getting
oriented to the high consumption
requirements of the U-sector, the upper
classes sector, and the supper-consumption
requirements of the top wealthiest few.
What does it economically mean? This
state of affairs shows gros, inequality in the
distribution of income, ac also the
concentration in income generation. In these
circumstances, there is bound to be the kind
of situation  which the Finance Minister
laments. The Finance Minister's lament is
that the resources are getting diverted into
the low priority ~ channela. But if you
create conditions of this kind, they tire
bound to get diverted into those channels.
Of course, the Finance Minister has taken
some corrective steps in this connection.
He has tried to do it through differential
taxation. He has given a ten per cent rebate
or so for certain industries. But that is only
a flea bite on the profits that are being
earned in some other non-essential
industries. So, I do not quite  know hew
this differential taxation is going to work. In
fact, had I been in his position I would have
taken a more drastic step. If you want to
prevent the diversion
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of resources into non-priority directions,
the axe will have to fall more heavily on
non-essential industries. It would require
a policy not only of positive
encouragement to the industries which
we want bus also positive
discouragement to th. industries which
we do not want. This the Budget has
failed to do. The Budget hag only given
certain kinds of inducements which, to
my mind, are not going to work.

One important aspect of the new policy
is to encourage the inflow of foreign
equity capital in a much larger measure.
No doubt, I realise that we would require
foreign exchange resources in a much
larger measure in the years to come,
particularly, when we think of the Fourth
Five Year Plan to be of the order of Rs.
20,000 to Rs. 22,000 crores. The foreign
exchange component of that Plan is going
to be not less than Rs. 4,500 to Rs. 4,600
crores. That seems to be the estimate at
this point of time. So, the Finance
Minister naturally feels very much
concerned about the prospect of foreign
exchange resources.

Then, there are some other factors
looming on the horizon. One of them is
that the newly independent countries of
Asia and Africa are going to make
greater and greate, claim;; on foreign
assistance. That being so what is the
remedy? This is not the occasion for me
to discuss it in great deal. Probably, for
that we will have to think of a different
structuire of the Plan which would
indicate reliance on our efforts much
more than it has been in the past. To get
to the take-off stage as quickly as
possible in a different way it may well be
that we will have to change the structure
of the Plan. Otheiwise, what is the
situation going to be? If We require
foreign assistance for defence, foreign
assistance for the Plan, foreign assistance
all along the line, then it is going to mean
a heavy obligation, which it would be
difficult to repay.
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What does this foreign equity capital
mean in terms of real foreign assistance?
That is probably not known to the hon.
House end they have not gone into the
details of this.

THE DEPUTY CHAIRMAN: .1 may
just tell you that you have taken half an
hour.

SHRI S. N. MISHRA : Now, only five
minutes more and I will have done. I am
on this important subject which I wanted
to raise.

THE DEPUTY CHAIRMAN: I just
wanted to remind you.

SHRI S. N. MISHRA: Now, the Finance
Minister claims that this policy would
relieve him of certain burdens for the
present. That may be so. But in the future
the obligations are going to be very much
greater. The problem is going to be very
much aggravated. Let us look it the
remittance  obligations which have
already accrued till now. The remittance
of profits has risen from Rs, 23-9 vrores
in 1956-57 to Rs. 55-9 crores in 1960-
61—Rs. 55-9 crores remittance of profits
in one year, and Rs. 36- 8 crores in the
first six months of 1961-62. So, the
balance of inflow over outflow has been
almost nominal. During 1948 to 1959, a
period of about twelve years, the inflow
was of the order of Rs. 173 crores and the
outflow was of the order of Rs. 137
crores. So, the net inflow was only Rs. 36
crores, that is Rs. 3 crores per annum. If
you take into account other counter-
flows, probably the balance would be nil,
even minus. That is what it means in
terms of future obligations. So we will
have to be very careful.

Madam, as is well known, foreign
equity capital also distorts the pal-tern of
our investment. It also increases
concentration of income and power in
our own country, because it is known that
it is a billionaire talking to a billionaire.
So a billionaire in America would talk Io
a billionaire in this country. That is what
it comes to. It leads to greater nnd greater
concentration of income and control in
the country.



4471 Budget (General)

[Shri S. N. Mishra.]

Then a word about the participation of
foreign equity capital in the public sector.
I have no objection to this in principle;
and 1 do "ot see red everywhere as the
hon. Members on the other side do. But
let us examine our experience in the past
so far as the foreign equity participation
in public sector industries is concerned.
What is our experience in Rourkela, of
German participation in Rourkela? What
is our experience of German participation
in the Organic Chemicals project and
Swedish participation in the HM.T.? 1
must submit that our experience in this
regard has not been very happy.

Now, Madam, a few words about prices
and monopolies and I will have done. If I
could do full justice to them, I would have
been happy, but then my time is almost
over. Madam, about the prices, I must say
that the Finance Minister cannot I'.ghtly
brush aside the criticism that he has not
shown determ-'nation to deal with the
price situation effectively. While the
situation is becoming explosive and
streets in every town and in every city are
resounding with the cries of "prices must
be brought down or the situation is going
to get out of control." the Finance
M'nister just cannot brush aside this
criticism. He will have to show in his
reply, if he can, his determination to face
up to the situation. Here I have one
suggestion to make, and that is this. It is
common knowledge that prices rise high
because the incomes rise faster than the
output. So, I would submit that there is an
urgent need to evolve a national incomes
policy. I would, therefore, suggest that
there should b, a Commission to evolve
such a national incomes policy.

Then, Madam, abovit monopolies, |
would submit that this Commission
should be called not only Monopolies
Commission; it should be called a
Commission on Monopolies Concentra-
tion. I suggest it because I 'eel that there
is hardly any case of hurdred per cent
monopoly in the country.
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There might be some technical objections
from that point of view. Rut that does not
mean that some of the firms do not wield
substantial market power. In fact, I was
very much perturbed to find, on
examination of a particular firm, how it
had increased its assets during the course
of the last ten years. I would not name the
firm, but this business house had its
capital worth Rs. 49 crores in 1950. It
went upto Rs. 208 crores in 1959, and if
this rate of growth continues—Iet the
House take note of this—this firm would
raise its assets to Rs. 4160 crores in 1991.
That would be the size of this firm, Rs.
4160 crores of assets.

ANHON MEMBER: What about its
liabilities?

(Interruption)

SHBI S. N. MISHRA: That is not the
point just now. Whatever the case may
be, here is the problem of its command
over resources of this order. You know.
Madam, what a nroblem it constituted in
Japan where Ziabtsu had to be broken up
by the Occupation Authorities. Probably a
stage will come when we too will have to
take recourse to such a drastic remedy.
But at the same time I must submit that
we cannot attack this problem of
concentration in a bull-headed way
without any circumspection. I do realise
that the lack of technically competent
personnel, the lack of capital, the small
size of the market, etc.,. prevent the entry
of new firms. Als6 science and modern
technology and the economies of sca'e
favour the large units. So, if we interfere
with this concentration beyond a point,
we might retard growth. That point will
have to be taken into account. But the
main point which I would like to submit

in the context of this Monopolies
Commission is that this should also
consider the desirability or the

practicability of imposing a ceflng on
urban property and financial assess. To
what extent it is possible to do that,
should be one of the terms ot
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reference of this Monopolies Commis-
sion. Here, Madarn, 1 would also like to
add—even though this is not the subject
which we are discussing today —that by
that I do not mean to gay that if these
resources come into the hands of the
Government, then the structure of a
particular operational unit should be
destroyed. Probably the structure might
remain intact, but we m.ght get the
control over tnose resources into the
nands of the Government.

Lastly, it is being claimed—it is
probably a point which is generally being
made in the context of our socialist
advance—that some of these taxes which
have been steepened and widened **©
gorng to take us in the socia.ist direction.
I have also spoken somewhat highly of
them in the earlier part of my speech. But
looking at the poor yield which has also
been remarked upon by some of the hon.
Members, we find that we will be trailing
behind in a very slow coach if we go on at
that pace. So, let there be a Committee to
go into the ieason? for the poor yield in
regard to the gift-; tax, wealth tax and tlie
estate duty. The evidence of the eye
points to the prospect of a high yield.
Why does it happen that we do not get as
much yield as we should have?

With these words, Madam, I would like
to end, I would say that T can give the
Finance Minister only two cheers at this
stage. One for having set up before
himself the objective of stimulating
economic growth, and the second for
taking measures to usher in a socialist
society. The third I would reserve for the
occasion when he would be able to show
us that he has shown determination to
control prices.

SHRI SUNDAR MANI PATEL
(Orissa): Madam Deputy Chairman, I rise
to speak something which is a bar, truth
for all in general though it may be
unpleasant and unpalatable to many.
Madam, I cannot help if saying so
wound, the sentiment of any one.
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Madam, the time has come when we
should give serious and judicious thought
to the working, and the present state of
affairs prevailing in the administration, of
the Khadi organisation.

During th, Second Plan period, the
Central Government spent nearly Rs. 87
crores on the promotion of Khadi and
village industries. During the Third Plan
Rs. 89 crores is provided for. At the
Deginning I would like to give some
figures which will help in knowing some
thing about the disbursement,
management, production, sale, profit and
loss of the Khadi Organisation. Out of Rs.
89 crores provided in the Third Five Year
Plan, Madam, i, 1962-63 production has
been valued at Rs. 21-22 crores, in 1963-
64 Rs. 23-50 crores, and in 1964-65 it is
hope” to be Rs. 27 crores.

Now, let us come to the sales side. In
1962-63 the total sale proceeds were Rs.
20-37 crores. No mention has been made
about them for the year 1963-64. It is
also stated that this organisation has been
able to provide employment to 17" 74
lakhs of people from the rural areas.

From the figures given in the statement,
it appears that in 1963-64, the organisation
made  goods  worth Rs. 23-50 crores,
and to achieve this production, 17-74
lakh persons were employed. So, now
we can see the average out-turn made by
every individual empxyed in  this
organisation. This is hardly Rs.
135 per head per annum.  Another point
which may be of some interest is the
average amount—yearly, monthly and
daily—which one employee gets under this
undertaking.  According  to the lastest
Report of the Khadi and Village
Industries Commission, it is found that
17 lakhs of people were engaged in
Khadi production and these workers got
nearly Rs. 17 crores as their wages or
salaries. So, one worker employed
under the Khadi Organisation gets only
Rs. I0O a year, I Rs. 8-3 per month and
only 27nP.per
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[Shri Sundar Mani Patel.] day. Here is
a point which deserves consideration:
How can a family man witih an earning
of 27 nP. per day live, especially in these
days of spiralling prices of consumer
goods and high cost of living?

Subsequently, another question which
strikes my mind is how the workers could
keep mum without marching in
processions outside Parliament House,
when we use to see thousands and
thousands of workers, engaged in
different enterprises who are at least,
comparatively better earning than these
Khadi  workers, shouting outside
Parliament House, almost daily. This
question also deserves a thorough
examination. The authorities may boast
by saying that they have solved the
unemployment problem of 17*74 lakhs
of persons of the rural area. But now it is
evident how far they are correct.

Another point which I would like to
raise is: Who are these 17.74 lakhs of
persons? Do they belong to the poorer
section? No, most of them do not belong
to the poorer section. The poorer and the
weaker sections of the rural areas have
ignored this programme, as it is not at all
paying to them. I shall reply to this
question a little later because, igam, I am.
coming to the point wherefrom I began to
speak.

The statement shows sale to the tune of
Rs. 20.37 crores in the year 1962-63, and
this sale was with high discounts.
Discounts of 10 per cent, and even 50 per
cent at times have been given to improve
Khadi sales. Even if the average rebate is
taken at 25 percent for the year 1961-62,
it may amount to Rs. 509 crores. Now, a
question arises: Why and for what
purpose is such a high rebate allowed? Is
it because of generosity? 1 say
emphatically no. Had there been no rebate
in the sales of Khadi, I doubt very much
if anybody other than the rich, the
contractor and the licence-holders, would
have purchased Khadi, because if no
mby»*eis allowed in
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regard to Khadi, no common man would
prefer Khadi, since mill-made cloth will
be comparatively cheaper.

Next, Madam, if we look into the
Report of the Public Accounts Commi-
ttee of the Third Lok Sabha, Nineteenth
Report, it has brought to light some of
the facts of this Khadi Organisation,
which demand serious consideration by
the Government. I shall quote a few of
the findings and observations made by
the Public Accounts Committee in its
Report. They say:

"The progressive total of sums given
as loans by Government up to 1961-62
was Rs. 49.i6 crores. Out of this
amount, loans to the extent of Rs.
19.55 crores which had fallen due for
repayment to Government in October.
1962, had not been repaid by the
Commission. The Commission had
stated that the loans were to be
continued and that Government had
been approached for the renewal of the
loans repayable in October, 1962."

Regarding this huge amount of loan,
the Public Accounts Committee says:

"The Committee note from the
explanation furnished to them that the
loans amounting to Rs. 19755 crores
initially given to the Commission for
five vears (repayable by October, 1962)
are not expected to be repaid in the
foreseeable future. They were also in-
formed that the loans are virtually
interest free, annual subsidies being
given to the Commission to enable it to
pay interest. The Commission received
during the years 1960-61 and 1961-62
Rs. 3.64 crores and Rs. 1.97 crores
respectively as subsidy. The Committee
feel concerned at being told that even
in the distant future extending to 30 or
40 years, it was difficult to envisage
precisely as to when the necessity of
renewal of loans to the Commission
would cease and the Khadi industry
would become self-sufficient. This
seems to
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indicate that the term 'loan' is a
misnomer in this case and that it
virtually amounts to a grant."

The Report has also revealed gross
negligence in  implementing  the
suggestions and recommendations made
by the Public Accounts Committee in
regard to the grants and loans disbursed to
the Commission, utilisation of funds,
about its utilisation certificates and the
refund of unutilised money found with
the Commission. They say:

"The Committee would like here to
emphasise their previous
recommendation made in para 57 of
their Seventh Report (3rd i->ok Sabha
shall further grants loans should not be
made available to those organisations
which have not furnished utilisation
certificates in respect of earlier grants
in time. The Committee also desire to
emphasise that a serious view should
be taken of the diversion of funds by
the grantees for unauthorised objects:

The Committee note from the Audit
Report that utilisation certificates were
awaited from the State Boards and
State Governments practically for the
entire amount (Rs. 24-32 crores)
disbursed to them from 1957-58 to
1960-61. In addition, such certificates
were also awaited from them for a sum
of Rs. 2726 crores disbursed during
1953-57. The Committee are of the
view that a special drive on the part of
the Commission and the Ministry is
neeessary to improve the position."

As regards profit ara loss of the
organisation, the Public Accounts
Committee comment:

"It is a matter of concern to the
Committee that instead of the trad
ing activities paying their way as
experience is gained, the losses ara
steadily rising and even the small
profit earned by certain units has
been mainly out of the supplies of
Khadi made to Government depart
ments." o\
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In ragard to a particular branch oi this
'organisation, the Public Accounts
Committee point out:

"The fact that out of , total of Rs. 2-
54 lakhs disbursed till May, 1958 as
loans and grants to Bhopal Rajya
Khadi and Gramodyog Sangh, Bhopal
as much as Rs. 1:82 lakhs were found
refundable on 31st March, 1960, makes
it clear that no verification was made of
the utilisation of funds given earlier
before making further releases.
Apparently, the funds were diverted to
other purposes. The Committee are sur-
prised that internal audit was
undertaken only about two years after
the disbursements were completed and,
in the meantime, the Commission were
complacent about the matter."

When there are accumulated stocks of
sub-standard Khadi with the different
Khadi-producing institutions, what a
dangerous wisdom has acted upon the
Government and the Khadi organisation
can very well be understood from an
observation by the Public Accounts
Committee who say:

"The Committee are unable to
understand why the surplus and sub-
standard Khadi was in the first instance
purchased outright and left with
respective institutions presumably to
be sold by them and subsequently
loans amounting to Rs. 1*89 crores
were still given to enable the very same
stock-holders to repurchase the stocks
to be sold at an extra rebate. The
straightforward course would have
been to ask the stock-holders in the
very beginning to sell the stocks at an
extra rebate and to reimburse them to
the extent Government agreed to share
the actual loss."

"The Committee feel that the course
actually follow amounts to wrong use
of public money, to which they take
serious exception."

In this state of affairs, Madam, now I
venture to say that this Khadi scheme is
evidently uneconomic, unproductive
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unsound. Moreover, it proved not worthy
of its cherished objectives of either
relieving the unemployment problem or
making any headway towards economic
upliftment, particularly in the rural areas
of our country, though this programme is
said to be laying all emphasis on these
objectives.

This organisation has been kept alive
so long with subsidies of crores and
crores of rupees like coramine to a long
ailing heart-patient and suffocated with
ian unnatural survival. Especially when
our country is faced with grave economic
hardships, with the foreign loans piling
up and the people taxed from all corners,
certainly one may be surprised to find
such a disgraceful state of affairs in an
organisation where the name of Gandhiji
is associated. But, in fact, there is nothing
surprising ,s it is well intended, in a
planned way, to serve the criminal
purpose of a group in the country for
their own political ends.

With these few words, Madam, I
appeal to the good sense of the Gov-
ernment, especially to the Finance
Minister through you to keep his hands
off this organisation in order to allow it
to proceed towards a natural growth or
death.

SHRI JOSEPH MATHEN (Kerala):
Madam Deputy Chairman, I join with the
good number of the Members of this
House to congratulate the Finance
Minister for having introduced in this
House the Budget for 1i>64-65, which is
rightly thought to be representing the
mixed economy that we have accepted as
our policy.

With regard to the various policies
enunciated in the Budget, and the
taxation, and the various incentives
offered, I have noth-ng more to comment
on as the entire subject has been covered
by the hon. Member, Mr. Mishra,
analysing each and every taxation, the
incentives, and the impact of such
measures on the entire nation. It il s>n
admitted fact that
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when we embrace both the private and
public enterprise, and we plan according
to the policy enunciated by accepting
these two together, we cannot satisfy the
entire lot of the people by any measure
that has been chalked out to plan our
future. So it has been extremely criticised
by the hon. Members opposite, especially
the Communist Benches, that the entire
Budget represents what they, in their
standard critical way, call the Anglo-
American capitalists or the bourgeoisie
class. With such a ten-dency to criticise,
even if a measure is introduced to curb
the use of cosmetics, or something of that
sort, the same type of criticism you can
hear from that side, because it is a section
which does not make a factual study of a
measure that is introduced in the House,
is a section which supports only those
measures that matter to its interests, and
not otherwise, and thus it directs all its
criticism against otherwise beneficient
measures.

Madam, there are certain measures in
the Budget, which concentrate on help to
the forthcoming of capital for the
development of industries. In the same
way we have certain  measures
introduced, which are aimed at decen-
tralising capital, so that the economy may
be a socialist 0.3 at a later stage. All
these are mixed up, and so, all of a
sudden, we may not be able to say what
will be the impact of all the measures that
are envisaged in the Budget. So, Madam,
I have again to congratulate the Financ*
Minister for having chalked out certain
policies that are conducive tc a socialist
economy. Now Mr. Mishra has given an
analysis of the various measures and their
impact. That is his view. But the Finance
Minister has also taken into account the
impact that they would nave on the nation
as a whole after the introduction of these
measures. Sc, I congratulate the Finance
Minister again for his sagacity and his
foresight in .lialking out policies that will
be con-Jucive to our economy, the
socialist ronomy to be established in our
ountry within a short period.
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Madarn, ,1 do not wish to talk much
on the taxation and other measures,
but I wish to bring to ihe notice of
the hon. Minister some of the im
portant needs 'of the country, which
should be given priority when we
consider the working and implemen
tation of the Budget that is placed
before us. It has been said to be the
policy of our Government tnut pn-
mary education should be made com
pulsory throughout the (.ountry, to
see also that within a short period
illiteracy is also wiped out from our
country as a whole. Madam, as °
result of the great efforts that we haa
made, we have been seeing that the
children of the 'havenots' are aittiid-
ing schools, which are now open to
them with all sorts of privileges—
free books, no fees, ail these ara there.
But still all the children of the have-
nots' are not attending the schools,
because such children are also asked
to work for the maintenance of their
families. So, Madam, it is my sug
gestion that, along with the implpmen-
tation of the existim; schemes, we
should have the residential system for
those children of the 'havenots' so that
they may be brought under s"“me
supervision, so thai, until they com
plete their primary education, we may
have these children ui.der some public
control. il

Similarly, Madam, when we think
about the implementation of the edu-
cational schemes, we will have to think
in a national way. It had incessantly been
brought to the notice of this House that it
is highly necessary that we should have a
national schem, for secondary education.
This national scheme is absolutely neees-
sary to effect national integration. If
according to the present policy each and
every State is permitted to have their own
regional language as the medium of
instruction, I fear, madam, that at a later
stage the people from the South may not
be able to understand what the people of
the North say at a joint conference about
the various aspects of education with the
various changes that have taken place in
this country in the matter of edu-
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cation, and uppose some people edu-
cated in the South go to the North for a
conference at the national level, the
people from the South and the North may
not be able to understand one another,
what the different people have to say on
matters of education, some may not be
knowing the languages Jn which the
other people speak. So, Madam, it is my
contention that there should be one and
the same language as the medium of
instruction throughout the country. I do
not say that the present medium of
instruction, that has been here in this
country for so many years—that is
English—should be continued for ever.
But as long as we are incapable of
introducing Hindi as the medium of
instruction it should be the policy of the
Government that English should be the
medium of higher education—including
secondary

education—throughout the
1 P.M. country. And when We are

able to switch over to Hindi as
the medium, I shall have no objection in
introducing Hindi as the medium of
instruction. I am totally opposed to the
introduction of regional languages as the
media of instruction in the various States.

Madam, with regard to education I
wish to bring to your notice that all these
years we had been following the very
same educational system that was
introduced by Lord Macaulay or some
other foreigners in this country. That
education was meant for producing clerks
for their work, for producing people who
could assist them in various other
respects. They had ignored technical
education completely. Now anybody who
has completed his secondary education
cannot do any other work except some
clerical work. So it is my suggestion that
even in the secondary stage we will have
to introduce technical education. Every
person who hag passed the Matriculation
and Is keeping idle in this country will
have to be given admission to some tech-
nical institution for undergoing technical
studies, welding or some such thing. A
Matriculate who seeks
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[Shri Joseph Mathen.] admission in a
technical school will have to be given
admission and he should be trained in
that trade. Madam though even now we
have schemes to educate Matriculates in
technical subjects, but out of a thousand
that apply hardly ten or fifteen are admit-
ted and given training. This system sould
go. We will have to embark upon a
scheme whereby Marticulates who are
still without a job could be absorbed in
the developing industries.

Having come to this national demand
Madam, I wish to point out that we will
have to take a little interest in the
development of the underdeveloped areas
of this country. It has always been
pointed out in this House that while
establishing industries, we pay no heed to
regional parity and the development of
the various regions. Normally, the
procedure has been that the regions which
have already a sufficient number of
industries in their region are again given
licences to start industries and the regions
which are not developed industrially are
ignored. Therefore, in order to maintain
regional parity we will have to start more
and more industries.

Madam, the, policy of the Government
has been to establish industries in areas
where raw materials, skilled labour and
such other necessities are available. So if
an iron and steel project has to be
established, we establish it in a region
where iron ore is available or coal and
such other components are available. It
has been repeatedly argued out by the
Ministers that it is because of these
reasons that some of the industries are
concentrated in certain places. But in spite
of this policy in the matter of the rubber
industry, though rubber is produced in
Kerala, it is taken from Kerala to distant
places like Calcutta, Bombay and Madras
for use, in rubber factories there; rubber
factories are established there. There the
argument of availability of raw material is
not given. So, Madam, my suggestion is
that in order to develop the industrially
backward areas, arecas where raw
materials lika rubber

[RAJYA SABHA]

1964-65 4484

are available, such factories shoud be
started. Government will have to take the
initiative to see that the biggest rubber
factory, whether it is for national use or
for defence purposes , is established in
the Kottayam district or Kerala which is ,
rubber producing area.

Madam, all the time we have been
speaking about the uplift of the down-
trodden. Actually the coastal region of
Kerala is the most down-trodden area of
our country. This region was formerly
dependent upon the coir industry. Now
because of the establishment of the Coir
Board, we are able Io stabilise the coir
industry to a certain extent.

In the same way another important
section of the population in the coastal
region is the one which is depending on
fishing. Now millions of people engaged
in the industry are really half starved.
This industry is not taken care of by the
Government. Madam, we had , plan to
supply 4,000 mechanised boats during the
Third Five Year Plan. But hitherto, even
after the completion of the third year of
the Third Plan, we could supply only say,
700 mechanised boats out of these 4,000
that were to be supplied.

Again, for a modern, developed,
fishing industry we may require nylon
nets and other things. Por this we
will have to spend a lot of foreign ex
change because a lot of foreign
exchange is earned by the
fishing industry by exporting Prawn and
such other variety of fish. But foreign
exchange is not being used for the import
of nylon to be used by the fishermen who
find it difficult to get this stuff. Moreover,
the Government has not taken much
interest to see that factories to produce
nylon yarn are established. The
Government, en the other hand, in spite of
repeated requests say that they are not in a
position to pend so much foreign
exchange to start nylon factories. Madam,
this is a matter that hasi to be taken into
consideration with immediate effect and
we will have to supply the necessary
modern implements to our fishermen.
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Again, Madam, in our socialist eco-
nomy we need not always repeat that
basic necessities " °° extended to the
people in general. But there are places in
this country where to the millions even
good water is not available. They get only
saline and brackish water which has
completely ruined their health, and it is
being sarcastically said that if these
people now drink good water they will
fall ill; their health will be affected. So it
has come to that. So, immediate steps
.should be taken to see that good drinking
water is given to the entire popub ;ion
wherever they may be living. If you feel
that we have to establish a socialist
economy through the implementation of
our Plans and our schemes in the Budget,
I hope that the Finance Minister will issue
neeessary instructions to see that primary
necessities are extended to the people by
the implementation of this Budget.

ot g fag wEaw (999) ¢
i=n fedt Syohw mfzan, & a5 37
A9E F & fag wEr zATF | WY ware
# gt wigan fafaeay mga 7 9
7wz qu 571 §, ™0 W F warfaw
WA HIT =1l gwe G0 FFf fqar =
AwAr 47 | AgAi w1 e g fr anaz
WFET g1 seaz fawdw aml § Iav
Zq8 721 A0 § 41 36 T A £ afwad
OET ®rE I AL E) AT F osqw A
g w & WY olg F 59 Wl 2
@i 1121, £9 T 21 awar &, ST fa
" E:‘rfa' fam W%_sﬁgf&ﬁ:aga#
TN & AT QYR W WAL ¥E FTE
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areq ¥ foage= #5 fF 379 7 9%
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[ 16 MAR. 1»64 ]

1964-65 4486
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9IAH ENT AT qEF AT W A
e s B =

U AIAAT qIET ;. A o
AT E |

Tue DEPUTY CHAIRMAN: You
have taken twenily minutes. Now
please wind up,

ot geeit fog weane : zafay §
wreaw fafees wEa 7 foee =0
AT T T 9% 9 Sare ofers
qFT H I W § WA T qifmE 97 7
a8 f¥q A wWH FW JrEAEe
g v FAq Ed A0F ITH T
T AT T E AT T A
TR A W FWEA AT AW T wW
Feitéfea afwa 97 & SizaeT 77

arfaT #, § A7 F@AT A2ATE
TET AT AT FEIF T AWE T
T s faar war gafEw fer &1 3
FT AST AT U F ST A AR H
faar sman & vl Ew Wi
TeiaEy Hadadl Fdl S 3wy
T PRI UAMREWT HT HEAT A
Fzarar g | safae § weaw fafaes
azg & foas sew fr 08 =z
FIAM 29T 75w f2ar 5177 |

Dr. M. M. S. SIDDHU (Uttar Pradesh):
Madam, if the purpose of financial policy is
that of influencing motivation, then those
motivations have to be made known and the
taxes that are to influence those motivations
have to be understood by those who pay them.
On the other hand, if the policy of public
finance is such that these motivations are, not
to be discussed but are to be concealed, then
the taxes have to be levied in a way that the
person who pays them does not know them.
Whenever one thinks of a change in society
and of
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the socio-economic structure as a whole, the
person who pays tlie taxes must know the
purpose for which he is paying them. In other
words, the motivation must be clearly
understood. As far as the present Budget
proposals are concerned, I may say that the
Finance Minister while levying the taxes, has
taken pains to enunciate that the taxes when
they are levied should be such that their
incidence is known Secondly, he has
enunciated that the taxes which are being
collected should be substantial and for this
end he ha, tried to forgo some taxes as far as
indirect taxes are concerned. But the greater
emphasis should have been laid on the effect
rather than on the incidence. For instance, in
order to save the soap maker, there is a
proposal.

THE DEPUTY CHAIRMAN; I think you
can continue later. The House stands
adjourned till 2.30 p.M.

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

The House reassembled after lunch at half
past two of the clock THE VICE-CHAIRMAN
(SHRI M. P. BHARGAVA) in the Chair.

Dr. M. M. S. SIDDHU: Sir, I was saying
that it was not only important to know the
taxes which are imposed as indirect taxes as
sizable and the incidence as identifiable but
also what effect those indirect taxes are going
to have. I was citing the example of soap. The
Union Excise Duty has been removed on a
large number of soap manufacturers but the
effect of this removal of Excise Duty,
especially in regard to those whose production
is low, has not been very effective. The cost of
caustic soda has gone up by the imposition of
duty on caustic soda as well as on sodium
silicate. Some of these persons were not
paying any Excise Duty. This Duty was re-
moved to give some relief to the small
manufacturers but in actual practice that relief
is not availed of by them
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[Dr. M. M. S. Siddhu.]
because the cost of two things which
go into the manufacture of ordinary
washing soap made by the cottage in
dustries has gone up. Another factor
to be borne in mind is that if we want
the small manufacturers to avail of
the advantage which the Finance
Minister wants to give, he must see
that it is there and the passing on of the
incidence from one to another does not
take away the relief which was to be
given. Some of the soap manufactu
rers increased the price of soap some
where in the early part of this year.
Tatas had increased the price by six
rupees per case; in other words, prices
of washing soap went up by five or
six naye Paisa per bar. Similarly, if
we want that consumption should be
restricted, then we have to see that
Duty is not removed on those articles
which the Finance Minister thinks
should not be consumed. Take the
case of imported cars. The number
of cars imported i; much less hut the
reduction in the duty from one hun
dred and fifty per cent, to sixty per
cent.,, if I am correct, will mean that
some persons will import cars. It
has been alleged by some newspapers
that only persons erving in some of
our Missions abroad will be able to
bring cars into India. Are we going
to allow persons who want to import
such cars to have this concession? If
we want that people, should not spend
mor, or should invest in better invest
ments, then such relief, however
incongruous it may look, should not
be given. So far as direct taxation
is concerned, after the removal of the
Compulsory Deposit Scheme, we find
that people belonging to the group
earning from six thousand rupees
to fifteen thousand rupees have
to  pay more. The Finance
Minister said in his reply in the Lok
Sabha that such extra tax was only
marginal. It may be so but there is greater
relief in the grop twenty thousand rupees
to fifty thousand rupees. For instance, at
twenty thousand rupees, the relief is of
the order of four hundred and seventy-
two rupees and this goes on rising
progressively reaching a figure of
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three  thousand six hundred and
thirtythree rupees at the income level of
fifty thousand rupees. If the idea is to see
that persons do not consume more but
save more, is it a wise policy to give
more tax relief to those persons,
progressively greater tax relief? In the
corporate sector, TISCO IISCO has not
paid any Super Profits Tax nor are they
going to pay any Surtax because the
profits in their cases are not high enough,
in the changes that have been brought
about in the taxation structure some firms
are going to benefit and this, I think is not
in keeping with the spirit of the Speech of
the Finance Minister. For instance,
Burmah Shell will get a net relief of a
crore and six lakhs of rupees, ESSO will
get a reljef of thirtysix lakhs, Dunlop
Rubber forty lakhs of rupees and so on
Burn and Co will get twentyfour lakhs of
rupees. Thi; data was compiled and
published in "the Ecoomic Times" of 3rd
March, 1964. Aonther estimate done by
them on another twenty firms shows that
excepting one or two firms, the rest
would have a sizable saving. The Finance
Minister said that he wanted savings from
low priority industries. In that case,
taxation should have been more selective.
If you want to have selective saving or
give selective incentive, them it is not
correct to say that the industries which
are doing business in consumer goods
should be given preference or our
taxation should be in such a way that
these firms get greater incentives. As far
as the individuals are concerned, the
earnings of the equity shareholders, at
least part of them, are ploughed back into
the reserves with the result that the price
of idividual shares may rise in the market
but the shareholder will not get profits
then and there. As far as dividend is con-
cerned, you are going to tax it and the
result will be that a person with a fixed
income and who has invested it in shares
or who is going to depend on the
dividend along will have to part with
some of his money jn the form
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of tax. As far as equity shares are concerned,
prices may rise and there will he greater
speculation. If we want to stop speculation,
then we must have some other means; while
the nominal price of ihe share goe, on rising
the person does not actually get the profit year
by year except when he Bells the share or
shares, and thi, will lead to greater speculation.
Another factor in respect of corporate taxes is
the foreign investor. If we are thinking in
terms of foreign investors, then the policy has
got to be selective. They charge royalty
ranging from one to five per cent, and some of
the terms are not conducive to good economic
growth. Only when we have a selective policy
will the growth of the economy of the, country
go on smoothly. Already, 19.5 per cent, of the
share capital is in the hands of foreign
collaborators. As I have already said, if 5 per
cent royalty is to be paid on all the produce
that is sold, it will be a very heavy drain on the
economy of our country. It has been said that
there has been a set back in foreign
colloboration and the reasons have been said to
be three; firstly that there was the threat of
Chinese aggression, secondly that most of the
target capacity of the various industries
scheduled for the Third Plan has been fulfilled
and so very little is left for licences to be given
and thirdly the cause is said to be the super
profits tax. These are the three causes
mentioned. If the second one is correct, that is,
if most of the capacity of those undertakings
has bee, fulfilled, then the foreign
collaboration which i needed should be
absolutely selective in nature and should not
be for manufacture of consumer eornmodities.
As far as foreign collaboration is concerned,
out of 1639 quoted in the Economic Times of
10th February it is said that 623 are of a
miscellaneous type. In other words they are not
covered by rubber, cemet, basic chemicals,
textiles, paper, medicines, transport equipment,
heavy engineering goods as well as transport
and electricals. In other words, the in-
frastructure is not covered by this col-19
RSD—3.
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laboration and the ratio of this collaboration
works out to 6 to 16. That is, nearly 40 per
cent; so if 40 per cent of collaboration of the
foreign manufacturers is not for the basic
industries, for industries which will generate
growth of economy, then we should be wise
enough to restrict these collaborations. At the
same time the policy of the Government must
be known to the people and also the terms on
which collaboration ha; been sought by
private enterprise.

As far as taxation proposals are concerned,
they are easy to formulate. Tha Finance
Minister places them before Parliament and
Parliament passes them in the form of an Act.
How are they implemented? We have to see
whether they are implemented in a way that
they bring greater revenue from those persons
who are liable to pay or whether they do not.
For that one will have to see the Report of the
Public  Accounts  Committee  recently
published which says:

"Mr Mahavir Tyagi said  underassessment of
the tax has been noticed in 4829 cases
involving  a loss to the exchequer of Rs.
119 lakhs.  Of these 176 case accounted for
an under-assessment of Rs. 79 lakhs." That
means in each case there has been under-
assessment to the tune of Rs. 50,000. As
far ay concealed income is concerned, new
powers are  being taken. But even under
the old Income-tax lawg prosecution could
have been launched and one is surprised to
find that in 1961-62 out of 4511 cases only
one prosecution was launched. Now we
want to arm ourselve; with power by
prescribing a minimum punishment. If in
many cases we do not take resort to
prosecutions at all, what is the good of merely
taking more and more powers? You are
merely arming yourself. Will such firing of
blank cartridge, scare away the maneater? It
will scare away only the doves and by
doves I mean persons who pay regularly and
honestly all th, dues to the Government.
When such measures are made for the sake of
finding out concealed income and tax evasion,
the per-
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[Dr. M. M. S. Siddhu.] sons concerned
have to be dealt with rigorously and
honestly. So far as the motivation i
concerned. I have already referred to it

earlier.

When the Compulsory Deposit
Scheme was brought in last year the
former Finance Minister came to the
House and said that each individual
must bear the burden of the emer
gency and that wa; the reason why

this was being brought in. But now
that burden is to be taken out and it
is being placed on certain income
groups of ever Rs. 15,000 in the shape
of the Annuity Deposit Scheme.
Under the Compulsory Deposit Scheme
one could have deposited the money
and get it back afterwards and under
the Annuity Deposit Scheme each 3'ear
he will get a portion of it and that will
be added on to his income and again
taxed. I do not know how the An
nuity Scheme is simpler as compared
to the Compulsory Deport Scheme; I
fail to wunderstand that. If the emer
gency continues, if people have to bear
a greater burden still, then we must see
that every person who has got an in
come should pay a direct tax rather
than spread the burden over a large
section of the people in the form of
indirect taxes. It would have been far
better to keep the Compulsory Depo
sit Scheme and lower the indirect
taxes thus given relief to the people at

large and to see that those indirect
taxes  are not passed  on
to the consumer. Now the

position is that our fiscal measures and the
controls are ineffective. There is no reason
why in the case of the pharmaceuticals when
the hospitals get them at 60 per cent less price
the erdinary consumer should be asked to pay
much more. .If the hospitals could get them at
60 per cent lower prices, could not the
consumer get at least 20 per cent lower? What
is the difference between the hospital packing
and the strip packing for the consumer? It ig
merely because of the fact that the
pharmaceutical industry is making such high
profits that they are able to give 60 per cent
lower prices to the hospitals.  They
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do not do it for the sake of charity; they give
them even to those clinics which charge for
them at the same rates as for those which are
charitable. We have to see what profits thty
are making. Therefore as I said direct taxes
should have been increased' instead of being
decreased on the higher income group and
indirect taxation should have been lowered to
give relief to the people.

Thank you, Sir.

SHRI M. N. GOVINDAN NAIR (Kerala):
Mr. Vice-Chairman, we are at the fag end of
the discussion on the Budget. I do not mean to
repeat many of the points that have already
been made. Moreover, the Finance Minister,
th his reply in the other House, has already
indicated his mind. He has expressed his
inclination to show further concessions to the
richer classes, while he brushed aside the
criticisms and suggestions put forward by one
section of the Members of the House. So, in
such a context I do not want to take much of
your time.

Here during the discussion many friends
raised the question of Bhubaneshwar. We are
not interested whether this Budget breathes
the spirit of Bhubaneshwar or not. Nor are we
concerned whether this Budget has the
blessing of the entire Cabinet. What we are
really concerned with is whether this Budget
is in line with the policy to which this
Governmnt stands committed. Through the
Directive Principles of o"r Constitution,
through the Industrial Policy Resolution,
through the perspective Plan put forward by
the Planning Commission, through all these,
we stand committed to a certain policy. Now,
this morning I heard one of the hon. Members
saying that our Finance Minister has presented
a very sophisticated Budget. I do not know
what he meant by 'sophisticated'. He also said
that it is" a new economic policy. If the
Finance Minister wants to bring in a new
economic policy, he-should do it in an honest,
straightforward manner, instead of bringing it
s"reptitiously through his Budget
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proposals. If sophistication means tfie same as
surreptitiousness, then I have nothing to say
about it.

Budget (General)

Now, the Finance Minister was good
enough to place before us in advance the
Economic Survey. I expected that he would
place before us certain other documents also.
Everybody knows that in 1960 a Committee
under the Chairmanship of Shri Mahalanobis
was appointed to find out how the additional
income that wag produced during the two
Plan periods was distributed. That Committee
has submitted its report. Before the Budget
was presented it was reported in the press that
the Committee had submitted its report. But
the Finance Minister did not find ways and
means of placing it before this House. It
would have helped us very much.

Then, again, the Government has another
organisation, the Central Statistical
Organisation. They have also made an
independent study about the distribution of the
additional wealth that wag produced. That
report also is in possession of the Finance
Minister. Apart from these two, at the instance
of the Planning Commission some leading
economists had mede a study on the
concentration of wealth in this country. If all
these docurients were placed at our disposal. If
the Finance Minister himself had cared to go
through them, then he would have understood
that one of the important Directive Principles
of our Constitution was getting regularly
violated through the economic activities
taking place in this country. I need not quote
here article 39 of our Constitution which has
said that the operation of the economic system
should not result in the concentration of
wealth and means of production to the
common detriment. I do not want to quote the
whole thing. It has been pointed out very
clearly. Now, all the reports which I have
mentioned, the summaries of which have
somehow appeared in the press, clearly
indicate that there is great concentration of
wealth in the hands of a few. The additional
national wealth that was produced during the
Plan periods instead 0? benefiting the vast
majority of the people was
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pocketed by a very few. I do not want to quote
here the figures that have already been
published. Now, I expected the Finance
Minister to take such steps that would reverse
this trend. But I was amazed to find that the
steps that he has taken are only going to help
further concentration of wealth in the hands of
the same people. One of the hon. Members
today while speaking clearly pointed out that
leaving this door wide open for foreign
collaboration would only help the big
monopolists of this country. I need not go
further into that.

Again, refusal on the part of the Government
to nationalise banks had a clear indication that
in spite of all that has happened the
Government was not prepared to take note of
this high concentration of wealth in the hands
of some people. The Govern-ernment wants
that trend to continue. If anybody had cared to
look into the functioning of the commercial
banks, it would have been clear to them that
during the last ten years these banks were
functioning in such a way that they mainly
benefited only the monopoly groups. Five top
banks control more than fifty per cent of the
shares in the banks and they control more than
a thousand industries in the country. In 1960,
75 per cent of the credit was given to the big
industrialists. The small industrialists, about
whom some mention was made here, could
get only 6 per cent of the credit that was ad-
vanced to industries, while the rural section
got only one per cent. So, in this context,
unless the banks are nationalised, you cannot
check the concentration of wealth that is
taking place today. The figure which I gave
was ior 1960. If, during this period, nothing
was done to check this trend. I cannot say
what will be the position mIn 1964 but it must
be much 3 P.M. more in favour of the mono-
polists. Under such circum-stances the best
way would have been, if they wanted to
follow a straight nolicv. to immediately take
step, to nationalise banks so that you mav
arrest the concentration of wealth in the hands
of a few.
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[Shri M, N. Govindan Nair.]

From another angle also it is necessary to
see how the additional income that has been
produced by the sweat, labour and toil of the
common man is distributed. During the last
four years the Government was more and
more banking on indirect taxes. In 1949 the
share of indirect taxes to the total revenue was
49 per cent; in 1960-61 it was 72.36 per cent;
in 1961-

62 it was 72.70 per cent; and in 1962-

63 it was 71.07 per cent. Now there is
another factor with regard to these indirect
taxes. Do the Government get these indirect
taxes mainly from amenities and luxuries?
No. In 1948-49 the contribution of the Central
Excise revenue by amenities and luxuries was
52 per cent; in 1959-60 it was only 26 per
cent. So, the indirect taxes from the major
chunk of the Government revenue of which
the excise duty forms the main part, and of
this excise duty the major part goes to the
essential commodities which the common
man uses. Government would be justified in
following a policy like this, provided the
additional income that has been produced is
equitably distributed. Unfortunately the fact
of the matter is that the additional income that
has been produced goes to a few pockets,
while the burden of the taxes falls on the
common people.

On all such matters our Finance Minister
has taken a different attitude. With regard to
the growth of monopoly he says that it is a
matter of opinion. Well, if all the studies con-
ducted by leading economists mean nothing to
him, if he is a self-opinionated person, I have
nothing to say about it. But when we are fami-
iar with self-opinionated people, if they are
blunt and crude, to fight them is easy. But
when they prove to be clever and subtle, the
fight is more difficult. But I have no hesitation
to say that by subtleties and cleverness you
cannot for long fool the people. They by their
own experience are understanding what is
what, and the time is not far off when bv the
action of the people the Government will be
forced to change its policy.
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Many people were applauding the Finance
Minister for the relief he has given.
Somebody aid that there was a feeling of
relaxation. Well, for that he should thank his
predecessor because he has collected within
three years much more than what was ex-
pected to be collected from the people by
way” of tax during five years. And wHat was
the performance? When you take more money
from the people than what you originally
estimated, you should at least try to satisfy the
people by your performance. Unfortunately,
the Government have miserably failed in that
respect. I have no time to go into all the
aspects. Last year when the budget was pre-
sented before us, everybody was speaking in
terms of defence of our country. People
without any hesitation gave ample authority
and enough money to the Government, but the
Government could not spend the money. I
remember they promised six ordnance
factories in the country in collaboration with
their Western friends. Now when our Finance
Minister is again flirting with the Western po-
wers, | would ask what has happened to those
six factories. As far as defence is concerned
they hav* miserably failed.

THE MINISTER ofF FINANCE (SHRI
T. T. KRISHNAMACHARII : As far  as
defence is concerned we should not have any.
That is what you want.

SHRIM. N. GOVINDAN NAIR: That is the
policy which you have pur sued, but at least
last year we thought that you would change
your mind and do something. Unfortunately,
from experience, we find that though you
promise to build up your own defence
industries, even Though you promise that six
such industries will be built up in the country
during the year, nothing has yet been done.

Coming now to another aspect of the
question, that is about the agrarian front, our
Finance Minister has said that all our
economic troubles are due to the stagnation on
the agrarian front. Has he got any positive
suggestion to make? Has he enquired as
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to why there i this stagnation*' In that respect
his idea is that we have to depend more and
more on PL-480.

SHrRI AKBAR ALI
Pradesh): No, no.

SHRI M. N. GOVINDAN NAIR: The other
day there was an interesting cartoon in one of
the newspapers here, and that was to the effect
that to solve our food problem agriculture in
America should be extended. That wa, the
content of the cartoon. Other than that I ask
the Finance Minister whether he has any
counter  proposal. The  Mahalanobis
Committee which has gone into the question
has clearly pointed out that in the countryside
the concentration of land in spite of all the so-
called land reforms that you have introduced
remaing the same and that there is no change
in the lives of the people* in the villages. Thai
also.

KHAN (Andhra

SHRI AKBAR ALI
Committee?

SHRI M. N. GOVINDAN NAIR: The
Mahalanobis Committee.

SHRI AKBAR ALI KHAN: But it has not
yet come out.

SHRI M. N. GOVINDAN NAIR: But it is
in the paper.

DRr. A SUBBA RAO (Kerala): It is an open
lecret.

SHRI T. T. KRISHNAMACHARI: They
have got an advance copy.

SHRI M. N. GOVINDAN NAIR: It is not
from our Calcutta Office. I would request the
Finance Minister to see The Statesman' of the
15th February, 1964. Here it is. Now. he was
rery axious to build up another Development
Bank to help the monopolists. I ask him
whether he has got any scheme to help the
agriculturists in the matter of getting credit
except the age-old policy which the Reserve
Bank has been following which, in actual
practice, does not benefit large sections of the
agriculturists.

KHAN: Which

Now, I do not want to speak much because
I want to draw the attention of the House to
another impor-
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tant issue and that is about the radical change
the Finance Minister is introducing in the
Industrial Policy. I am extremely sorry, I have
to remind hon. Members of the Industrial
Policy Resolution of 1956. In the Industrial
Policy Resolution it was very clearly ttated
that—

"The State will progressively assume a
predominant and direct responsibility for
setting up new industrial undertakings~and
for developing transport facilities. It will
also undertake State trading on an
increasing scale ...

"The adoption of socialistic pattern of
society as the natural objective as well as
the need for planned and rapid development
require that all industries of basic and
strategic importance or in the nature of
public utility services should be in the
public sector.".

SHRI AKBAR ALI KHAN: We stand by it.
DRr. A SUBBA RAO: Yes.

SHRI M. N. GOVINDAN NAIR: At least;
you should be honest enough to say that you
have given it up. You swear by the name of
Gandhiji. At least, do this. And what is your
Industrial Policy now? You are inviting
foreign collaboration, you are leaving the door
wide open for them. Did you examine what
has been your experience in the past? Even
under this Resolution, certain exceptions have
been given about foreign collaboration, in the
Resolution itself. Now, those exceptions he
wants to make general rules. So. when he does
it, he should tell us so. He jshouM understand
from the experience in the past.

I have very little time but still I have to
bring to your notice a few instances. The first
occasion when we had collaboration in the
public sector with a foreign monopolist was
with regard to Rourkela. What was the
condition under which we could get their
help? We were given a loan Rs. 10 crores at
12 per cent interest
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[Shri M. N. Govindan Nair.] and they
claimed their share 'n the capital. When
after some time we had an agreement
with the Soviet Union with regard to
Bhilai, then our Government was in a
better position to bargain and finally, we
were able to get some concessions with
regard to the question of interest. Then
again, with regard to the oil companies,
the outrageously unfair agreement we had
with them is known to all.

SHRI C. D. PANDE (Uttar Pradesh),:
With Rumania.

SHRI M. N. GOVINDAN NAIR: Was
it with Rumania? My Godl You are a
friend of Birla. See 'The Hindustan
Times'. I will read out—

"The annual profits, even according
to the parties concerned amount to
about 60 per cent although some
people allege that they are five to seven
times that figure.'*

This is what The Hindustan Times'
says about Burma Shell:

"But the facts remain that the oil
refineries' agreements are so outra-
geously unfair that both legal and
moral aspects are to be shortly re-
viewed at the highest level with a view
to taking firm decisions on what
should be done about them."

These are not my words, these are the
words of "The Hindustan Times'.

AN HON. MEMBER: What is the date?

SHRI M. N. GOVINDAN NAIR: You
want to know the date? It is May 15,
1956. It is 60 per cent, in one year
according to the company itself.

Then, you have an explosives plant at
Gomia, Bihar. You have collaboration
with ICI. But the condition is that they
should have 80 per cent of the shares and
the rght to convert its profit into pounds
sterling. This is the condition under
which you have got the agreement. Then,
here I heard somebody speaking about
pharmaceuticals. At Pimpri, we had an
agreement with Merck Sharp anil
Dohmm
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International. The Indian partner has
to pay a certain amount of dollars
per unit of output. That was one con
dition. This condition meant that our
production was restricted by our
dollar resources. Secondly, the most
important fact of the agreement was
that the agreement stipulated the con
cealment of production secrets from
the Indian personnel.. So, you will
have at Pimpri only. Americans who
know the production secrets, and no
Indian will be taught. This is the con
dition under which you have entered
into the agreement, Now .............

(Time bell rings)

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) : You have taken half an
hour, Mr. Nair.

SHRI M. N. GOVINDAN NAIR: Only
tw» minutes mor*.

The major point is, you are bothered
about the foreign exchange resources
available for building up
your industries. Of course, nobody denies
that without foreign exchange you cannot
build up your industries. But since I have
no time, I do not want to quote, but what
is the ratio of the inflow of capital into
our country to the outflow of profit? If
you look into that, if you take loans and
credits frOni outside, if you stick to it, if
you pursue this policy of taking
collaboration, it will not help to solve the
foreign exchange crisis in a big way. But
there is an open way to solve the foreign
exchange problem. By one step, if you
are prepared to take over the foreign
trade—apart from the normal profit that
will accrue from such trade—the loss that
we are yearly making due to under-
invoicing and over-invoicing which
amounts to Rs. 100 crores you will
avoid—that is not according to me or any
members of our Party, but according to
the Manufacturers' Association,
Calcutta—you will thereby be saring Rs.
100 crores a year. Further, you will have
profits. Now, this struggle against this
loan was started not HOW, but in 1936. In
1956-57, when you planned the Second
Five Year
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Plan, the monopolists in this country headed
by your friend. Mr. G. D. Birla . . .

SHr1  SHEEL BHADRA YAIEE

(Bihar): Your friend in Kerala also.

SHrI C. D. PANDE: Mr. G. D. Birla is
friend of everybody.

THE VICE-CHAIRMAN (SHRI M. P.

BHARGAVA):  Please wind up.

SHRI M. N. GOVIND AN NAIR: He
started the opposition. He advocated foreign
collaboration in preference to foreign loans,
and our Finance Minister, was also the
Finance Minister at that time. Both the
Finance Minister and Mr. Birla had toured
U.S.A. and all the European countries; to at-
tract foreign capital. From that time onwards
this attack against foreign loans and insistence
to substitute it by foreign collaboration was
started. Now he has the upper hand and he is
trying to substitute foreign loans by foreign
collaboration. This is the position.

SHRI C. D. PANDE: An upper hand and a
better thing.

SHRI M. N. GOVINDAN NAIR: It is not a
better thing; it will upset the entire planning.

SHr1 C. D. PANDE; For your information
only,l may say...

SHRI M. N. GOVINDAN NAIR: I am
prepared for it but time . . .

SHrI C. D. PANDE: For your information
1 will tell you that, in spite of the rosy picture
that you have drawn about foreign capital, it
is not coming in sufficient measure; it is

drying up.
DRr. A. SUBBA RAO: Who said that? You

read the latest report of the Company Law
Administration.

SHRI C. D. PANDE: I mean, within the last
three years.

SHRI M. N. GOVINDAN NAIR: Sir, you
may please give roe *ome
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time on account of'these interruptions.
THE VICE-CHAIRMAN (SHRI M. P.

BHARGAVA) : There are other speakers also.

SHRI M. N. GOVINDAN NAIR: Then I
shall finish quickly. Now as far as this
question is concerned, the main defect of this
arrangement is that it will completely upset
your planned economy. If it is loans and
credits, then the whole thing will be controlled
by the Planning Commission, and the
Planning Commission will have a wider
vision about the entire economic activity of
the nation, while this bilateral negotiation
between monopolists on this side and that side
will upset the entire planning itself. Since I
have no time I do not want to go into it. Then
you said that this foreign capital is not
coming. For that you have to find the reasons,
other reasons. But I ask one question. America
has investments throughout the world. Let me
hear of one country from where they are"
getting more profit than from India. Their
average income from investments in India is
more than twenty per cent., while from Japan
they get only nine per cent, while from
Germany they get only eleven per cent, while
from France they get only ten per cent, from
India they are getting more than twenty per
cent.

SHRI C. D. PANDE: Wrong calculation.

(Interruptions.)

SHRI M. N. GOVINDAN NAIR: If it was
wrongly calculated, it was wrongly calculated
by the Americans; it Is not the figure of the
Indian Government.

(Interruptions.)

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) ; Please do not disturb; let him
finish.

SHRI M. N. GOVINDAN NAIR: The
Indian Government's figure is only 13.7 per
cent; there they have
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[Shri M. N. Govindan Nair.] clearly
left out the amount they get by way of
royalties, etc.; that is the reason.

So you have given ample opportunities
from them to invest under the very
attractive conditions already existing and
any widening of the door will only be
surrendering our national interests of
foreigners, which should not be done.

AN HON. MEMBER: Not at all.

SHRI M. N. GOVINDAN NAIR:
Since I have no time I conclude.
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SHrRI SURESH J. DESAI (Gujarat): Mr.
Vice-Chairman, Sir, the hon. Finance Minister
has presented a very ingenious Budget. The
last Budget which he presented i, May 1957
was also an ingenious one. After that we have
got a series o'f five Budgets which were more
or less of an orthodox type. But the sixth
which his predecessor presented last year
contained a number of innovations which have
left a very comfortable position for the
Government. In fact, the receipts from the
Corporation tax and income-tax showed an
excess of over Rs. 70 crores over the budgeted
estimates and the receipts from excise and
Customs showed an excess of Rs. 35 crores
further. In fact, th, revenue budget could have
been balanced with a surplus of Rs. 54 crores.
But perhaps the hon.
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Finance Minister thought that in the context of
inflationary pressures and rising prices it was
neeessary that deficit financing should be
restrained and, therefore, the overall Budget
should also be more or less balanced. That is
why he resorted to further taxation of Rs. 40
crores and also he is gorng to collect about Rs.
50 crores from Annuity Deposits.

The Budget Speach has to be judged as a
symbol of economic policy. It shows that he
has an integrated picture of our economy
before him. The Budget Speech »how» the
seriousness of the economic situation which is
very remarkable and the intentions which have
been expressed by the Budget Speech are
certainly very commendable. As the Budget
aims at accelerating the rate of growth of our
economy, the stepping up of the rate of
savings is in those sectors of economy where
they are most needed and where they can be
most efficiently used.

At the same' time certain provisions have been
made for the setting up of a Monopoly
Commission and also for removing the
concentration of  economic power from the
hands of a few people. These are certainly most
desirable objectives and nobody  would differ
from them. But the Finance Bill which he has
presented shows a certain lack of harmony with
the intentions which he has expressed in the
Budget Speech. In fact, itis rather surprising
that he has been criticised from certain quarters,
that he has given wuncalled for relief to
certain sectors of our economy. In fact, 1
would like to point out tlhat the so-called relief
are very meagre concessions about which there is
nothing to be alarmed. But they wiH go very
little in  correcting the stagnation  which has
come over our economy for about a year or so.
Let us take the question of infuning confidence
i, the corporate sector about which the Finance
Minister has said that it is for developing
investment climate, for developing the industrial
capital market As far as company taxation is
con-
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cerned. Prof. Kaldor had ga id some time
back that it was "based on complicated
unnecessary complications". The present
Budget does not correct the position or
simplify the company taxation. On the
other hand it creates some more
complication.

Budget (General)

The Budget proposals give a 10 per
cent, rebate to certain priority industries
which it calls selective support to basic
industries. ,It also abolishes the S.P.T. but
it is replaced by Surtax which is more or
less of the same kind. The incidence of
Surtax will also be more or less of the
same kind as the Super Profits Tax. Then
there is 71 per cent, tax on dividends and
the application of a stiff rate of Capital
Gains Tax on issue of bonus shares. Let
us take the Surtax. The Surtax differs
from the Super Profits Tax in several
ways. The capital base has been widened.
Obviously the capital base of the Super
Profits Tax was the paid up capital and
reserves. But now there will be equity
capital, preference shares, debentures,
reserves, loans from approved financial
institutions, loans from banks and foreign
sources also provided they are for ten
years and for creating capital assets. The
exemption is raised from Rs. 50.000 to
Rs. 2 lakhs. The rate has been lowered to
""50 per cent, from what it was for the
first lap of Super Profits Tax and 60 per
cent, further on. A 20 per cent, rebate
from Surtax has also been granted to
priority industries. These are the changes
brought about in the Super Tax but on the
other hand the 10 per cent, which was
allowed to be deducted from gross profits
and Super Profits Tax will not be allowed
to be deducted. There will be no carry-
forward Or set-off of deficiencies also.
Thirdly, the definition of *Reserves* is
mor* restricted in the Surtax Act.
Irourthiy, interest and servicing charges
will be added to the chargeable profits.
Fifthly the Dividend Tax of 7£ per cent,
will not be deducted from the chargeable
profit. There are so many restrictions put.
At the same time certain concessions are
given. The net
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incidence of Surtax, Corporate tax and
Dividend Tax in the case of companies
with no exempted item in their profits or
with no loans and where the statutory
deduction is more than the prescribed
minimum will be hardly 2 per cent, lower
than the incidence of Corporate Tax" and
Super Tax taken together. In the case of
such companies with these three
concessions which I mentioned before,
where the profits are only 15 per cent, in
fact the incidence of Surtax, the Corpo-
rate tax and the Dividend Tax will be 3£
per cent, higher than the incidence of
Super Tax and Corporate Tax which were
there so far. The next incidence on Super
Tax and on Inter-corporate tax will be
only 1 per cent, less than what was in the
Super Profits "Tax and Corporate Tax
hitherto. So actually the relief which has
been granted is very meagre— only 1 per
cent, in the case of the other companies. "
The difference between the incidence of
Surtax and the incidence of Super Profits
Tax is hardly 2 per cent, in the case of
most of the companies.

Let us go to the bonus shares. Bonus
shares are usually paid after reserves
have been already taxed through the
Corporate Tax. Then 12J per cent., Super
Profits Taxis further deducted from it.
After that, again when bonus shares are
in the hands of the shareholder now it is
proposed that the Capital Gains Tax at 50
per cent, will apply also to bonus shares.
This  will practically stop these
companies from giving bonus shares.

Let us go to the foreign investors also.
Certain concessions have been given to
foreign investors. There are two
concessions, namely:

(i) Foreign investors are exempted from
tax on inoome derived from loans
given by them to Indian companies

with Government's * approval.

The question of Government appto-val
is also there—
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(ii) Exemption from tax on income
derived by foreigners from subscription to
approved securities, Government and
private.

These securities will also have to be
approved. So the powers are already with the
Government to direct the investment in those
industries where it is most required. The con-
cessions which are given to the foreign
investors are certainly commendable and
though they are not very large, certainly they
are commendable and will be helpful so far as
foreign participation is concerned.

Let us go to the personal taxation also. Those
below the Rs. 5,000 income group will benefit]
to a certain extent but people having incomes '
from Rs. 5,000 to Rs. 15,000 will have to pay
more tax than what they are paying now. Of]
course they will not have to pay C.D. but the
net tax which will go away from their hands|
will be higher than what they have been paying]
in the past. For those in the income groups|
above Rs. 15,000, there the net tax will be
somewhat lower but then the incidence of the
Annuity Deposits wil] be very high. If there is
an individual with an income of Rs. 20,000, he
will have to pay an Annuity Deposit which will]
be 2£ times more than the Compulsory Deposit.
If a man's income is Rs. 1 Iakh, he will be
paying fourteen times more as Annuity Deposit,
than what he was paying as Compulsory]
Deposit. So the incidence of Annuity Deposit is
really high and at the same time when the]
Annuity Deposits will be given back in ten|
instalments after the first one year after the|
assessment year, they will again be taxed and iff
the man's income is rising year by year, after|
five years, his slab will be increased further by
this refund of Annuity Deposit also. So actually]
his Annuity Deposit which would have attracted|
a certain percentage of tax will be gradually
attracting a higher percentage of tax. So in fact]
there is hardly any relief given to these people]
also in the income group of above Rs. 15,000.
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Then there is a series of other innovations
like the Estate Duty, etc. The Estate Duty has
been stiffened. Therefore its corollary of the
Gift Tax, the Wealth Tax and the Capital
Gains Tax have also been made much steeper,
particularly for houses and loans. Now here
these measures are actually socialist measures
but at the same time if the Estate Duty is
raised up to 85 per cent the question arises, at
the time when the assets are sold for payment
of this 85 per cent, tax of Estate Duty, then
again the Capital Gains tax will be attracted on
that sale and then there will be consequential
expenses also. It has been estimated that
perhaps th, Estate Duty will actually amount
to 108 per cent. If that is the case, the hon.
Minister should consider it because instead of
inheriting something from his father, a man
will be inheriting rather a debt of 8 per cent.,
of the Estate Duty. That i to be considered.

About tihe Gift Tax also the exemption
limit has been taken from Rs. 10,000 to Rs.
5,000 but again on this Rs. 5,000 Expenditure
Tax will have to be paid. After all a gift and
an expenditure—these are different items but
at the sam, time, this Rs. 5,000 gift which has
been exempted will again be subject to 4 per
cent. Expenditure Tax also. So that is not very
proper.

Then the Capital Gains Tax has been made
much stiffer and the Wealth Tax has also been
increased. But another innovation is the
Expenditure tax which is rather a favourite of
the hon. Finance Minister because it was his
creation. The Expenditure is meant to reduce
the pressure on prices but I am very doubtful
about its effect as a check on evasion of taxes.
I mentioned that the Expenditure Tax will be
levied on a gift up to Rs. 5,000 even though it
is exempted under the Gift Tax.

Now the question of secrecy of assessment
records has been referred to by a number of
hon. Members here. 1
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would not refer to that but I would only
mention this here that it will unnecessarily
create a 'ot of blackmailing people,
unscrupulous people because it wiH not only
affect business men or the business community
but it will affect everybody. The assessment
records are not merely for the business houses
but it is for everybody, including the
politicians. It will create a lot of unfortunate
blackmailing by unscrupulous people that may
come up. I hope the Minister will keep this in
mind. I fully believe in the good intentions
which the hon. Finance Minister has expressed
in his Budget speech but at the same time I
feel that the Finance Bill is not in consonance
with the good expressions which he has made
in the Budget speech. As I pointed out, the
concessions which he has given are meagre
concessions and they are not such as to foster
an investment climate or revive the capital
market or to infuse much confidence in the
corporate sector. That is my humble
submission, Sir.

[THE DEPUTY CHAIRMAN in the Chair]

My last point, Madam, is about the question
of interest rate. Only , few days back we read 4
communique from the Reserve Bank about
certain credit controls. These credit controls arg
neeessary because we want to prevent hoarding|
and speculation. Certainly these controls arg
neeessary. But at the same time we have now got
a three-tier rate for advances by the Reservg
Bank to the schedu'ed banks. This three-tier rate)
for advance- by the Reserve Bank to scheduled
banks has created a rather stringent atmosphere
or condition in the money market. The interbank
call money rate has also gone up from 6 per cent
to 6] per cent, and even more stringent
conditions may result in the money market. This
happened in 1956-67. It happened in 1962-63
also and sub sequently the bank ate had to be re-
duced. I hope the Finance Minister is not
considering the question 0i revising the bank
rate this time also. Certainly the monetary policy]
ha, to curb '
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inflationary pressures. There is no doubt about
that. But monetary policy should also
encourage production in the country. Already
the high rate ot interest in the country is
having its impact on the cost of production
also and also on the production effort. I am
not in favour of cheap money. But at the same
time, the interest rate has got to be very
reasonable. The hon. Finance Minister in his
Economic Survey, 1963-64 has himself
stated:

"The accent of monetary policy will also
necessarily have to be on realistic interest
rates which reflect adequately the real cost
of capital to the economy".

This is the crux of the matter. We have got to
see that the interest rates are realistic, that they
are neither on the high side nor on the low
side, but are realistic and in keeping with the
cost of production and reflect the cost of
capital to the economy. I believe the hon.
Minister will pay attention to this matter also
so that production is not impaired and at the
same time the cost of production does not
increase and that it does not) act as a
disincentive to investments in gilt-edged
securities also. Jn fact the Government last
year collected by borrowing about Rs. 0!)
crores though they had budgeted for a figure of
Rs. 113 crores. This time they have budgeted
moderately for a figure of Rs. IOO crores, but
if the rates of interest are not realistic and if
the present conditions persist, I am doubtful
whether even the hope of getting this sum of
Rs. 100 crores by borrowing will fructify.
That is why this question assumes so much
importance. | hope the hon. Finance Minister
will pay due attention to the question of the
stringent conditions in the money market and
the interest rates also. Thank you, Madam.

THE DEPUTY CHAIRMAN: The
Finance Minister.

Suri  T. T. KRISHNAMACHARLI:
Madam Deputy Chairman, it is some

what of a difficult task for me to ge
over the range of discussions that
lasted  for five  full days
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in this hon. House. There is also another
disadvantage namely, that the discussions
have taken place in two Houses, and they
have not been wholly different either in tenor
or in substance. I had the privilege of having
to reply to the discussion in the other House
about a week back and I probably will have to
cover the same ground over again here.

Madam, by and large, the discussion in this
House—as it always does— took the shape of
mature, deliberate and mild criticism, except
perhaps, from one or two Members on the op-
posite side, and many hon. Members who
found some point to criticise in this Budget—
and [ have no doubt there are points which can
be criticised—at any rate, were good enough
to balance it as against what might be some of
the merits in the Budget. Some of the hon.
Members have given me eloquent though
critical support. My hon. friend, Shri
Santhanam, who is not here, spoke on it. And
the hon. Member, Shri Mishra, this morning at
great length" dissected the Budget from the
point of view of an artist—I am using his own
language— and 1 think his support was
valuable a, far as it went, and the criticisms
that he made thereon and also the other
Members have made, should be taken note of
by the House in regard to shaping the policy
over the year which this Budget covers.

Madam, the broadside against th« Budget
from the opposite side, by and large, has been
more or less of the same character, as I said in
the other House, with this difference that the
tone and the texture of the speeches have been
somewhat different. Our friend in the other
House who leads the opposition group—the
Communists —speaks very mildly. My friend.
Mr. Ramamurti, who is not here—an old
friend of mine, Madam a friendship running
into several decades—is a veritable torrent,
and when he finished I thought that the storm
was at an end. Of course, he could not resist
the temptation to tilt his sword or
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spear, or may be a blunt stick, at an old friend,
and he always can do it very effectively. My
difficulty, Madam, in dealing with the
opposition to this Budget as it emanates from
that side is to understand what it all leads to. If
the opposition is to oppose, well, it is all right.
I can use the argument of tu quoque and say
you are another. But if the opposition has any
criti-eisim on the merits of the Budget, I have
seen, no evidence of it. Of course, we can be
quoted and, as I said, Madarn, the devil can
quote scripture. You cannot prevent the devil
from doing that. Apparently there is a great
deal of democracy in the land where the devil
lives, which is denied in some parts of the
world to the people of those areas. Similarly
in this country where freedom, I think, reigns
and abounds, anybody can quote anyone and
they can even quote scripture, if they feel
like it.

SHRI M. N. GOVINDAN NAIR: How?

SHri T. T. KRISHNAMACHARI: Why
should my hon. friend feel that I am referring
to him, that the cap fits him? We at any rate
sometimes wear a cap, and he does not do
that. I will not refer to my hon. friends
because I do not know the difference between
the various hon. Members. My friend, Mr.
Ramamurti, is very mild and he will not kill
even a fly but he is supposed to be the most
extreme of them all, whereas our hon.
friend—here I am happy to see him come
back with a broad grin— Mr. Bhupesh Gupta,
is so violent that he looks as if he will one day
burn the earth and, as I said, it is so difficult
for me to size them up. I say that

it is very difficult to assess or 4 P.M.
size up what their intentions

are—I hope they are honourable.
When they critcise Government, it is difficult
to find out what their intentions are in regard
to the future of this country, whether they
want to go the western way or the eastern
way, | mean within the limited sphere of the
world of Communism, and whetfher their
affiliations are to the Congress Party or to
tne
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left of the Congress Party or with the other
people outside the Congress with -whom they
hobnob sometimes, the Swantantrites and so
on. I do not know. It is so difficult to
understand and that makes it all the mere diffi-
cult for me to answer their criticism. (Shri
Bhupesh Gupta takes his seat) Ah, here comes
the interruptor and I hope he will not interrupt
because he has not been here to listen to the
other speeches. The burden of the song from
the opposite, from the extreme opposition has
been that there is nothing good about this Go-
vernment, there is nothing good about the
Congress Party excepting in regard to some
Members whom they like.

SHRI M. H. SAMUEL (Andhra Pradesh) :
It is an old song, Sir.

SHRI T. T. KRISHNAMACHARI: But if it
suits them, as I said about the devil quoting the
scripture, my hon. friends quote the
Bhuvaneshwar Resolution, and say that we
have not lived up to it. It is my friend, in the
Congress Party who should ask me about it.
Their duty is to condemn me bell, book and
candle; they can borrow it from the Catholics,
if they want. Therefore, the point is tht same in
every question. They say, "You are bringing in
foreign capital. Foreign capital makes a lot of
money. The Americans say that they are
making big profits. Therefore, all your figures
are wrong and the Americans are right." When
it suits them, they say that the Americans
speak the truth and when it does not suit them,
they say that the Americans all tell lies.
Sometimes I am glad that the Americans can
feel that they have this amount of support from
them. They further say, "If the foreigner
comes, your economy is gone". I do not know
if they have yet said in the name of China.
"You have sold yourselves to America and
made India into an American colony". Some
people amongst us do say so but where do they
stand? The question of Defence (has been
raised and some people have said that the
Defence Budget is a very big one. Some
people have said that
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the Defence Budget is not adequate enough.
Others have said that the money has not been
spent properly but where do they come in? Do
they want to defend the country or not? Do
they want us to make peace with China or not?
Do they want us to hold our prestige high and
fight to the last man or not? If they do not want
that, what d° they want us to do? After all,
Madarn, this Budget is composed of two legs,
one is Defence and the other is development, and
one important thing which certainly makes the
Budget heavy is Defence. Many people
are willing to accept the burden. Ah, here comes
my friend, Daniel. Come to judgment. What do
they want My hon. friend, Mr. Ramamurti, is
the most honest of them all. He is I very frank in
his criticism of a good friend like myself. He
is also very frank in his belief that this country
should not fight China.  China is  » friend.
What we should do is that instead of showing
some guns  and perhaps retreating as we did .t
Thagla Ridge and thereafter at various other
places, we should have taken some
Brahmins like myself and Mr. Ramamurti ~ with
puma kum.bh.am and should have asked
the Chinese to come into this country. Then
take a few mango leaves and spray the water
over this country and thereby we could
have attained salvation. I have a good deal of
respect for Mr. Rama-murti's opinion and I
respect him more than the others who want to
play hide and seek. I respect a Communist who
says, "The system in this country is all wrong.
It is better for you to follow the path of
Communism and the one of the best, when you
follow it, why not most rigid and the most in-
sensate of them all, I say the policy of our
Chinese friends." That is all right; it is quite
good and if you talk from that point of view, we
understand the position of the Communists very
clearly but what I cannot understand and what
I think is wholly wrong, wholly unethical, if
not sinful because sin is not in the dictionary
of the Communists, is for you to tell us, "No,
no. We are all with you against the Chinese
but what you do'
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defence is wrong. You, .Defence Factories
should not produce. We should raise troubles.
We will create labour troubles. We will bring
the Government to a standstill. We will cripple
you but we do not want you to give in to the
Chinese. We support your Colombo Plan
Proposals". That is exactly where I do nol
munderstand how they stand.

Of course, I can do one thing. I can try to be
wise. I can say that the Communists of the
Red variety or the Pink variety and the Pale
Pink variety, such as those that are with us are
all the same and, therefore, their criticism aH
comes from the fact that they have held the
same line all the time.

SHRI NIREN GHOSH (West Bengal) You
are now a Congressman of the black variety.

SHRI T. T. KRISHNAMACHARI: Of black
variety? My hon. friend has no monopoly for
using abusive language and I can do so; the
only thing is that I am in a different position
temporarily. 1 may be a Congressman of the
black variety but I am not a traitor to the
country as every Communist is .

SHrRI BHUPESH GUPTA (West Bengal):
Madam, I protest against, this. On a point of
order, Madam, 1 protest against this. This
must be expunged. He has no business to call
us traitors.

SHRI T. T. KRISHNAMACHARI: [ say
that the Communists are traitors to this

country.
(Interruptions)

ISHRI C. D. PANDE: Madam, let Shri
Bhupesh Gupta sit down.

SHrRI BHUPESH GUPTA: I can ask him to
shut up.

SHRI C. D. PANDE: Ask him to withdraw
what he has said.

SHrRI BHUPESH GUPTA: He has isaid that
every Communist is a traitor.
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THE DEPUTY CHAIRMAN: Will you
please sit down?

SHRI BHUPESH GUPTA: Ask him e<co
withdraw.

SHRI C. D. PANDE: No, never.
Finance Minister will not withdraw.

The

THE DEPUTY CHAIRMAN: The Minister
has not called anyone a traitor except that in
explanation he has made a general remark.

SHRI BHUPESH GUPTA: No, no. See the
proceedings. He said that every Communist is
a 'traitor. He said that. Let him take it back.
He cannot go on like that.

SHrRl T. T. KRISHNAMACHARI: He
cannot go on like that.

SHRI BHUPESH GUPTA: I will ask the
hon. House to see this. Here is the Finance
Minister who calls us traitors and they want to
put up with that.

(Several Hon, Members stood up)
THE DEPUTY CHAIRMAN: Order, order.

SHRI BHUPESH GUPTA: It is nonsense he
is talking. Ask him to withdraw that,
Madam.

SHRI C. D. PANDE: No, he cannot and he
should not.

SHrRI BHUPESH GUPTA: I beg of you to
ask him to withdraw that statement.

SHRIC. D. PANDE: Never, never.

SHrRI BHUPESH GUPTA: He will not be
allowed to carry on. He called all
Communists traitors. Ask him to control the
Treasury Benches.

(Several Hon. Members stood up.)

I will ask the hon. Members of the
Congress to remember that here is the
Finance Minister who calls the Opposition
Party as traitors. You allow him to get away
with that. He attacks the Communists.
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SHrl C. D. PANDE: No.
Communists only,

Chinese

(Several Hon. Members stood up)

THE DEPUTY CHAIRMAN: I have given
my ruling.

SHrRI BHUPESH GUPTA: Your ruling is
misconceived. You have not followed what
he said.

THE DEPUTY CHAIRMAN: You cannot
say like that. You cannot shout.

SHrRT BHUPESH GUPTA: It is no ruling.
You will have to hear . . .

SHRI AKBAR ALI KHAN: I 'think the
whole thing started with what Mr. Niren
Ghosh said. He called the Minister a black
Congressman.

(Interruptions)

Swu BHUPESH GUPTA: You withdraw.
Madam, we are also entitled to your
protection.

THE DEPUTY CHAIRMAN: Please take
your seat.

SHBI C. D. PANDE: First of all Mr. Niren
Ghosh called the Minister a Congressman of
the black variety.

THE DEPUTY CHAIRMAN: 1 have
followed everything. 1 have followed every
word in this House. Therefore, no Member
should tell me thai; I did not follow. I know
what Mr. Niren Ghosh has said. I have heard
what the Minister has said and I have given
my ruling.

SHRIT. T. KRISHNAMACHARI:
Thank you, Madam,

I do not want to excit, my friend. He may
be anything but he is my friend nevertheless.
Therefore, I do not want to excite him.

Stkt BHUPESH GUPTA:. We do not
believe in this kind of thing.
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SHRI M. N. GOVINDAN NAIR: You take
seriously.

SHrRi BHUPESH GUPTA: Don't try to
patronise us. We do not like your patronage.
You call us traitors and call us your friends. I
detest that kind of friendship; those who call
us traitors we repudiate their friendship. I do
not want to call him by an unparliamentary
name.

SHrr T. T. KRISHNAMACHARI: Very
well, sit down.

SHrRI BHUPESH GUPTA:
Traitors have to leam a lot from him.

THE DEPUTY CHAIRMAN: The Finance
Minister will continue.

SHRI T. T. KRISHNAMACHARI: Madam,
I do not want to explain this position because
the policy of a Party may be certainly whal I
described it to be but I did not apply it to any
individual unless it be that he says that he
follows that policy and it is for him to admit
that. Well, the question really is—my hon.
friend today has repeated and it was
mentioned by Mr. Ramamurti before—about
the change in the economic policy of
Government. Madam, I believe that ;he
Parliament Secretariat circulated my reply to
the deba'te in the other House to hon.
Members—not that it is a document which is
very important that they should take it into
account—r-nd there I think I repeated 'the
Industrial Policy Resolution. I repeated it
word for word and if I may, I will repeat it
again because it seems to be neeessary;
sometimes by repetition word.-; gather more
strength. I thought it was only during the time
when Hitler was in power that by often saying
something he thought it acquired the merit 0' a
mantram. We never believe in that kind of
thing. But I think those words will apply here
and I may repeat:

Traitors?

"The point has been raised whether
our policy regarding equity investment
in the public sector has undergone any
change. The policy in regard to private
participation in public sector projects
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stands today exactly as it was defined in the
Industrial Policy Resolution of 1956. It is
worth quoting from it. The Industrial
Policy Resolution clearly sates that the
inclusion of certain industries in Schedule
A of the Industrial Policy Resolution does
not preclude the possibility of th, State
securing the co-operation of private enter-
prise in the establishment of new units
when the national interests so require.
Railways and  air transport, arms and
ammunition and atomic energy wiH
however, be developed as Central Govern-
ment monopolies. Whenever cooperation
with private enterprise is necessary the
State will  ensure, either through majority
participation in the capital or otherwise,
that it has the requisite powers to
guide the policy and control the
operation of the undertaking."

[ am quoting.

"In pursuance of this policy, many
public sector projects do have private
foreign investment in the equity. We
would certainly be glad to take in such
participation in industries, particularly
where technological considerations make
such participation desirable, provided the
terms and conditions are satisfactory.

"Another question which was raised was
whether we have made any change in
regard 'to the policy of the percentage of
equity stock which foreigners can hold.
Clearly, in the public sector, they cannot
hold anything but a minority position;
otherwise the project cannot be described
as a public sector project In regard to the
private sector, the policy of preferring a
minority  participation and  making
exceptions to this rule only in suitable cases
and in exceptional circumstances remains
unchanged."
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And I do not think there has been any change
in that policy and therefore the criticism that
has been my de in regard to there being any
change in the Industrial Policy Resolution
does not hold good. A mere reiteration of it
either on this side or on the o'ther side does
not make any change in the existing position.

Well, some figures were quoted in regard to
the capital and the profits obtained by
American equity. I have no desire to go into
that because it may be 'that the capital is not
so much; it may be dividend is high because
of the capital structure. I happen to know one
firm, a tyre firm, where the equity capital was,
I think, Rs. 20,000 but where the block capital
was Rs. 6 to Rs. 7 crores. Therefore the profit
on a capital block of Rs. 6 to Rs. 7 crores
divided up against the equity capital of Rs.
20,000 would provide a distorted dividend
return of about 20 per cent. Therefore the per-
centage of American investment aggregated
and averaged might be very high but in the net
result it is not really very high. As I said if
capital employed whether by loans or by
equity investment, the returns are probably
sizeable, not out of all proportion. But if it is a
matter of any individual case having a high
return, it can be checked. Therefore, I do not
think this charge of benefiting foreign capital
or changing the economic policy of
Government that is made against the Budget
and against the Finance Minister in particular
can be sustained.

Well, there are other matters which form
the basis of criticism from the Opposition,
like the burden of indirect taxes. I have before
me. Madam, fairly large literature on the
question of indirect and direct taxes. It is true
in any country where the amount of direct
taxes paid is sufficiently in good proportion to
what is due perhaps this defect may be
remedied. Also in a developed country where
people have a larger income the direct taxes
will be high and the indirect taxes may be
lower but in underdeveloped countries or in
countries where the
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development is very much in the hands of the
State thig position v/ill obtain, namely, indirect
taxes will be higher than direct taxes. I was
quoting in my reply to the Budget debate in the
other House in a different context altogether
about the position of public sector projects in
the Soviet Union. There the direct taxes which
are of a receding variety are about 21 per cent.
The res'!: of the income of the State is derived
either from turnover taxes or from profits from
public sector enterprises. Therefore it means
79 as against 21 and since income-tax is going
to be abolished progressively in the Soviet
Union it is likely that the area of difference
between direct and indirect taxation will
become wider. I am quoting that in a different
context here to illustrate that in an under-
developed country where incomes are not
sizeable and are undoubtedly confined to a few
people—after all we have only 1-3 million
direct taxpayers in this country; it is my hope
that it will grow but even when it grows, if it
grows to two million, even then—I think the
range will continue because our indirect taxes
are bound to grow with increase in
consumption, with the increase in production
which we hope. Otherwise we have no chance
of increasing the national income. And even if
our collections are better, even if individual
incomes in the middle grade are better, I think
the difference will persist in this country. I do
not think we can ever, we can ever equalise it.
Therefore when we speak of direct and indirect
taxes in relation to the understanding of these
two taxes, the degree of contribution by each
tax in advanced countries of the West has no
application today to an under-developed
country or a developing country in the East
where the start of industrialisation has been
rather late and has to grow apace and it will
?row only .

SHRI NIREN GHOSH: That is of course
the capitalist theory, the indirect taxes being
more in underdeveloped countries.
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SHRI T. T. KRISHNAMACHARI: I will
learn my economics some day. I am 64; |
think I wil] live long enough to learn it.

That position will obtain as it obtains in
Communist countries. Therefore we go on. As
I said, we are expecting that the return from
direct taxes will grow partly because incomes
will grow and partly because collections will
be better but I do not think it will ever outpace
the rate of growth of our production and con-
sumption and both have to grow if our
standard of living has to go up. In fact one of
the points on which I think—there may be
very few points where we might perhaps meet
with intelligent people in the Opposition if
they exist—we may meet is on the ground
that there is a large quantum of money . . .

SHrR1 BHUPESH GUPTA: What a way of
speaking? Intelligent Members in the
Opposition if they exist; there must be a limit
to conceit and cheek

'S<Hrl T. T. KRISHNAMACHARI: We
feel that a very large proportion of the money
which either should go to the producer or to
the consumer goes in the hands of the
middlemen. Tf that is mopped up to a
considerable extent, very possibly this
disparity might become less but all these are
matters which have to be pursued over a
period of time. Even so, if production is
increased, in the type of economy that we
visualise, I think. this difference will persist. I
do not think there is anvthing seriously wrong
about it. The question of burden of indirect
taxe, has been raised. I have explained it in
the other House. I realise it and nobody need
tell me about it that the prices are high and I
view it with great concern. Apart from the
fact that it hits the people and the lower
income groups very badly, even the middle
income groups to a certain extent, it makes it
impossible for us to raise the
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standard of living. The margins disappear
in'to an abyss out of which we cannot
recover. Something has to be done about
it. Ay I said in the other House, if
something has to be done about it, it
presupposes that the people will accept a
certain amount of discipline, namely,
some kind of control. When I had spoken
of ineffective controls, controls which
cannot be exercised, and they need not be
pursued because they only drive money
into the blackmarket, I should not be
taken to mean that I do not believe in
controls. I do. As a matter of fact, it is
impossible to have a planned economy,
much less a socialist economy, without
some measure of control at the strategic
points. The commanding heights must be
within the distance of Government's
reach. But my trouble is that because of
certain things that had happened in the
days of control, we are not ourselves able
to adjust our sights clearly to what is
required of us. The other difficulty is this.
If there is naturally public prejudice
against controls and if that is being
fanned, we cannot altogether ignore the
fact that the public do not like it for the
reason that we have to go to the public
every five years. We cannot afford to
alienate the whole lot of people. That is
why after all in such a big country like
this where you do not tax the producer,
you do not tax the consumer, you come in
between. That is wha't we call the
strategic points. | believe very firmly that
the only answer to these high prices is for
the State being able effectively to control
the middle sector a't the wholesale point.
You may do it yourself. You might have
State trading. You might have co-
operative societies. You might very
heavily license and control dealers who
operate as your agents. You might have
control where it is stored, you might have
control from where it is moved and you
must be in a position to take it at any time
or divert it to any place where there is
need. It is a matter of organisation. It is
not really a matter affecting the
individual's rights ~ be-
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cause the rights that would be affected
thereby would be 'that of a very narrow
set of people who have been making
money and do not make it now.

I would like to tell my friends here that
I do know something about distribution. I
know about it for a long time. A't the
time that I had known it the profits were
keen cut. In fact, the middleman made
very small profits or what they call retail
price maintenance in Western countries.
We tried our bes't. Even then we could
not help it because competition was very
severe and the holding power of the
middlemen was so very small that they
sold with very little profit and things
were all right. With the war came the
period of shortages. After all, that keen
cut price was possible only because of
supplies. Branded goods were sold at a
slightly lower price, even below cost, in
order to attract custom for 'the non-
branded varieties. These are all known
facts. With the war came an atmosphere
of scarcity. That has been fanned and we
are deeper now today in that atmosphere.
We have scarcity all around. That is
where the difficulty comes in, i.e., you
put merely price control and you do not
go about and see whether the prices are
observed, whether the people get it and
who gets it. I would mention one
particular instance which some people
here are familiar wi'th. For instance, in
the yarn trade, the mills are supposed to
adhere to some kind of national price
control. It has not been fixed statutorily.
Deviation from it is not punished. It is
no't punishable. But then there is price
control. Say, a bale of cotton yarn sells at
'X' price. What really happens is that that
bale of cotton yarn, if it happens to be
fine and superfine yarn, is sold a't about
Rs. 400 more than the understood price
and the money passes under the table. We
do not get it because it does not £0
through the books either of the purchaser
or of the seller. If , yarn merchant buys
it, he buys it at the
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national price. He has to find some
money to pay for that. He has sold it at
a considerably higher price for which
no bills are maintained. The mill owner
sells it and he does not maintain
accounts. He maintains accounts at the
standard price. If that is the sort of thing, it
is not worthwhile being perpetuated. If
that is the type of price control, it is better
to leave it alone. It may be that one or
two people will say: "I will not put all the
Rs. 400 as a gain. I will show Rs. 200 as
my gain." That is a possibility. Even those
people who want to be honest or who
want to be honest to some extent, ar, mad,
dishonest by a system of price control
which has  no bearing to reality, no
connection whatsoever with the supplies.
Therefore, public opinion must be there.
I feel very strongly about it. It may be that
one aspect of the Budget Statement is
purely personal, maybe my colleagues
are agreeable, mayb. there are some
people in my own Party who do not like it.
But those people and others in the
country must agree that we cannot get
over shortages excepting by the
Government getting at some kind of
control over the commanding heights
or the strategic points. That is true  of
foodgrains. That is true of cotton. That is
true of yam. That ig true of cloth and
many other things which are essential.
You cannot control everything. There is
no point in contolling soda ash or caustic
soda or sodium silicate which all goes into
manufacture and for which we have not
got staff. We have not got the intelligence.
We have not got the resources to
finance a trade of that nature. So, what
we think is that our controls have to be
selective. It has got to be at strategic
points. It should not affect either the
producer or the consumer. There is no
point in going in for procurement. I do not
believe in this kind of procurement. I
remember once an attempt was made at
procurement in 1960. I found the
Collector issuing orders in one district to a
cooperative society to purchase  from
2,418 persons 550 bags of paddy. Really
you are just making it a mockery. The big
people who have got thousands of
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bags are let off and you ask these people
to go and collect parts of a bag of paddy
from a very large number of persons
which no co-operative society can do.
Their cost will go up. That is not the way
to do it. That kind  of procurement is no
good. What you should do is that
ultimately the market surplus may be sold
to somebody. It may be a rice mill. It may
be somebody who comes in that capacity.
It is that man whom we have got to con-
trol. If we are prepared for it, public
opinion is prepared for it, I think we can
have a good try, in spite of the various
vagaries that occurred in the last control
regime. [ would like to tell you my own
experience in Madras. Rice was selling at
ten annas and six pies a measure and a
measure is 3| Ibs. In fact, it was selling at
10 annas and 3 pies. Just before the elec-
tions it was raised to 10 annas and 6 pies.
And our opponents said: "Jawaharlal
Nehru came from Delhi. We have to
finance the expenses.  They have raised
it by a quarter  of an anna." Of course,
the quantity was 8 oz. or 6 oz. The
blackmarket price was only 12 annas. It
was not Rs. 1|6 or Rs 1|8 or Rs. 1] 10 or
Rs. 1 j 14 as it is today. So, the margin,
what you call black-market, was small.
We viewed it with very great suspicion
and with  very great resentment. It was
justifiably so. The margin was small. So,
merely saying that if you have control, it
will go into the blackmarket is no reason.
If it is intelligently applied at one
point it would be helpful. If you say that
the dealer has to  purchase at Rs. 18 a
bag in the month of January, Rs. 18:25 nP
in the month of  February, Rs. 18:50 nP
in the month of March and probably Rs.
19 in  April or May, the rise becomes
greater. That is something intelligent and
the man knows that he is bound to get it.
Even though it may be a little less than
the price at which he is willing  to part
with, he moy be giving you the
marketable surplus.  So all this
charge against the Government, I
think, is a justifiable charge. I am not
resenting it. I am not resenting: any
Member from any part of the House
speaking about the pre-
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position and blaming the Government to a
certain extent for it. 1 am not to blame, but my
Budget has not tended to raise the price ol
meat in Delhi 'on the 1st of March. If any hon.
Member says that there is anything in this
Budget which has anything to do with
livestock, anything to do with butchering
them, anything to do with exposing them for
sale and selling them, if hon. Members say
that, this Budget is completely innocent of
having had any connection with meat. But the
price went up, so they say.

Budget (General)

AM Hon. MEMBER: It is a vegetarian
Budget.

SHRI T. T. KRISHNAMACHARI: It is not
vegetarian.lt has plenty of meat in it. The
point is, how does it go up? Why does the
atmosphere of increase in prices come to be
created? I think it is a thing on which we
should put our heads together. It is only
public opinion, the moral support that public
opinion can give Government that would
make the Government take the steps.
Tomorrow you may say: "You have
introduced c'ontrols and thereby you have
ruined the entire economy; and we are
suffering more." 1 think Government should
have courage to go ahead and it should go
ahead. 1 have absolutely no reservations on
that point. But the reduction in indirect taxes
cannot help. It may be a good enough piece of
agitation to tell the man that Kerosene price
has gone up and the Government is to blame
for it because it has levied the duty. It is an
easy thing because he knows that kerosene
price has gone up to some extent; it goes up to
a further extent because of the middleman's
profit; it becomes less valuable because he
adds two inches of water. I do not mind tel-
ling the House a story, if you do not think it
apocryphal, that during the days when I was a
free man, I was having a walk in the evening
and Counci an old man with only a loin cloth,
a big one, not a small one. walking fairly
briskly about dusk with a bottle in his hand
which he
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had tied to his thread. He went past me ana
then came back and said: "Are you Mr. T. T.
K.?" I said: "Yes, I am T. T. K." He said: "See
this". i said I was not in the Government, that
1 was driven away from Government, and that
I was a private individual having no power or
influence 'over any Government. He showed it
to me and said that there were two inches of
water. [ asked him: "Why did you buy it?" He
said "Sir, 1 have no electric light and I have
got to go and light the light and start the
cooking. This man churned the tin and
pumped it into my bottle. He said: "Take it or
leave it." That is a thing which I cannot help
today. You may say 1 am responsible. Maybe
in a remote sense God is responsible for
having brought me forth here and he is
responsible fo, inflicting me as the Finance
Minister on the opposition— not on you.
Therefore, 1 agree that the wultimate
responsibility of God is there. That kind of
responsibility is there with us. The real point
is about how we shall go about it. I would
s'mply say that that poor man did n'ot
complain merely about your high prices. He
complained about the bad quality. Am I
responsible for the bad quality? Is the high
duty responsible for the bad quality?

I can tell you another instance-About the
same time an educated old man who does not
believe in prohibition and salt tax sa:d. "The
root of the evil is your salt tax. Why don't you
put in the salt tax? Why are you selling it at 6
nP or 5 nP? I can willingly pay 12 nP." That is
the answer to the prices on matches. It is an old
man who was prepared to pay 12 nP for salt. He
said: "Why don't you add 6 nP? Why do you go
on taxing all and sundry?" Five or six months
afterwards he said: "Sir, I mentioned to you
about salt tax. Now the dealers have made it 12
nP"—without our putting any duty on it While
we do not want fo injure the wisdom that has
been given to us. the taste of freedom i that has
been given to us or danage
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tnat memory, may probably be right in
thinking it worth while taking that 6 nP from
the dealer.

Budget (General)

So, our basic problem today is, where are
we and what shall we do about it? I think we
shall do something about it. I have no doubt
that we are trying to do something about it.
But by my lowering the taxes either on cotton
cloth or on matches or on kerosene, I am
positive that the poor man is not going to get
any benefit out of it. Kerosene is scarce.
Today who uses the bulk of the kerosene? As
I mentioned in my speech in the other House,
I am positively assured that most of the lorry
owners today, because of the price of the high
speed diesel, use kerosene and mobil oil
mixed together. They ilo not care if the lorry
goes. They can get a loan again and they can
buy one and run it. That is what is being done.
Am I to finance it by lowering the duty on
kerosene? I do net know. But this is the basic
difficulty that I have. I can tell you that this
country's economy will not come down ¢ by
losing Rs. 25 crores; in reducing the duties on
certain essential articles. Sugar is not one of
them. But we can do it, but it will not reach
the poor. I would much rather it reaches the
poor than others. Ot course they call us
unsympathetic. I do not want to lay claim for
soni-3 small things that have been done
practically today not resenting the fact that the
low-paid employees are susceptible to
pernicious influences of political parties. In
their heart of hearts they are very glad that
they have a family pension. They did not ask
me. There was no demand, there was no
"morcha", there was no petition, there was no
tarring of statues, nothing was done. And we
gave it, and they are happy about it. We will
do it. I think the better way to do it is, not that
we should give up this idea of price control at
strategic points; we should pursue it. W,
should give equitable prices to the farmer so
that he can produce, he has the incentive, and
all incentives are not wr'ong. I saw in
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the papers the other day about Mr.
Khruschev. Mr. Khruschev is not a T. T.
Krishnamchari. He comes from different
origin perhaps. He says that material
incentives are important in the production of
food. He said that. I read it in the: papers only
a few days ago.

SHRI AKBAR ALI KHAN: It was
yesterday.
SHri T. T. KRISHNAMACHARI: Of

course he was wrong as he is a revisionist, he
is a reactionist. Shall we have an asylum for
him for that?

(Interruption)

SHRI BHUPESH GUPTA: It is common
sense.

SHrr T. T. KRISHNAMACHARI: 1 am
glad that my hon, friend laughs. Now.
Madam, some ay " "™ Budget is not
socialist, not in the Bhubaneshwar spirit. As I
said in the other House, that criticism is
addressed t0 me personally. Somebody said
that I was black or white or something like
that. I think I am brown. Black minds see
black everywhere, Madam. They say that I am
not a socialist. Madam, I am 64 years 'old. I
am very near the end.

Suri BHUPESH GUPTA: Not at all.

SHRI T. T. KRISHNAMACHARI: It may
be a year, it may be a day, it may be five
years. But I am near, much nearer than I ever
was. | am getting nearer. Well, I am not an
unbeliever but it is difficult for me to think of
Heaven or at any rate that [ have a place in it.
But I do n'ot want to go to hell.

SHrRI BHUPESH GUPTA: Where do you
want to go?

SHRI T. T. KRISHNAMACHARI: Very
possibly the hon. Member and myself will
both float in "Trishanku". (Interruption) I
think we are going to be together for the next
one month.
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SHrl BHUPESH GUPTA:
together—and I leave you there.

We wiH go

SHrRI T. T. KRISHNAMACHARI: It does
not give me any spiritual satisfaction either to
be called a socialist or an anti-socialist. I am
what I am. I owe allegiance to a Party. The
Party has certain principles. So long as [ am in
the Party and I happen to be what you call an
office-bearer in that Party, I do my Party's
work faithfully. I carry out its obligations to
the people, to the millions of the people who
have elected that Party, equally faithfully. The
trust that the people have reposed in that Party
is a trust which I bear along with my
colleagues.

SHrRI  BHUPESH
Finance Minister says that.

GUPTA. Every

Suri T. T. KRISHNAMACHARI: That
trust, Madam, will be discharged adequately,
satisfactorily, conscientiously, so long as I am
here as Finance Minister. At this age we have
not come here for power. I am not an aspirant
for power, but I am an aspirant for the one
thing that is done only for an hour after a man
goes, for the feeling that he has been a good
man. I do not think I have let down my Party,
and my Party, 1 think, believes in me. My
Party believes in it. I do not propose to
explain whether it is socialist or not socialist. |
do not take any delight in it, nor am I going to
highlight the fact that th'ose provisions in
regard to properties in this Budget are severe,
very severe. Some hon. Members said, they
are more severe than in any other country.
Yes. There are very few countries with this
population, there are very few countries with
this poverty, there are very few countries with
people a, intelligent a, the people of India who
dare not, who would not oear to see riches
being flaunted on their faces all the time when
they themselves find it so difficult to make
both ends meet, and therefore the riches shall
not be there. It is not a matter of any
satisfaction bescause
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every rich man, I think, hos got a soul. We
respect him for it. But I am afraid all that we
can do is nothing to him. I am not doing
anythmg to him. I have not increased his
taxes. He finds a little difficulty in paying the
wealth tax but he has the wherewithal to sell
out his property and pay. I was told by
somebody day before yesterday, "I have got
only jewels. You ask me to pay the wealth
tax. It is riot easy to sell them." If you do not
want to sell them in India, sell them outside, it
is not difficult and we can get some foreign
exchange.

SHrRI BHUPESH GUPTA: He seems to be
in your confidence. Who is that man?

SHRI T. T. KRISHNAMACHARI:
Therefore, Madam, we have not done harm to
any individual because we do not do any
harm to any individual. When the individual
ceases to live .

SHrI BHUPESH GUPTA: May I have the
name of the gentleman who said it? It is an
important thing, a rich man comes to you and
takes you into confidence about his shady
deals.

SHrRI T. T. KRISHNAMACHARIL: We
have a right to be underground as the hon.
member.

SHRI BHUPESH GUPTA: That is all right.
But tell me who that big man is who talked to
you about ornaments, etc.

SHrl  T. T. KRISHNAMACHARI:
Therefore, we have not done any harm to the
rich man. Or if he wants to transfer his
property because he has to pay the tax after
death, we shall not permit him to do so. And
again, when the man lives, we give him
incentive to work, we give him incentive to
see some money in his hands, we give him
permission to spend money up to a particular
point and not more. Otherwise, he pays for it.
He pays for everything, the rich man has to
pay fo, it. Therefore, 1 will not claim any
credit for having been severe. But m, only
plea is tnat
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I have not been severe to the man who is
living. If you say that I have been severe to
people who have g'ot the property, I admit it,
but 1 do not think I am wrong. Well, that is
how we intend to build up society, Madam, in
this country. We shall encourage the man to
work. A in all civilised countries including
many of the Communist countries, a man who
is talented, a man who is a scientist, a man
who is an inventor, a man who is a manager, a
man who is an engineer will get what he
deserves, maybe a salary much out of
proportion to what the other people are
getting, but he will get it. He can spend up to a
point. He has to save. If he gets an unearned
increment, he will pay a surcharge; Irom Rs.
10,000 onwards it goes rather steeply, from
12J per cent, to 17 J per cent.

Budget (General)

Some hon. Members here have said and
very rightly—my friend. Mr. Suresh Desai,
and probably other Members said—that
maybe ultimately when you aggregate the tax
at the top level, it might exceed IOO per dent.
It might, I do not say it Won't. It may be that
a man has got wealth which has not produced
anything, it is dead wealth. It cannot be
helped. If you pay a wealth tax up to 2 pet-
cent, on property which does not produce
anything—naturally that is dead wealth.

I am not responsible. Well, he can sell, he
can make it more productive, put it in an
investment or in an industry.

SHRI AKBAR ALI KHAN: But it is
difficult to sell.

SHRI T. T. KRISHNAMACHARI: We will
help him to sell it if he has to sell. But don't
ask for a fancy price, we will help him to
sell it.

Madam, I shall not labour on the point
whether it is socialist or nol. The Budget, I
may humbly claim, is in tune with the spirit
that drives this Government forward, that
controls this Government, that gives
momentum
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to this Government. That is tne essence of th,
life of this country. I will not say anything
more about it.

I am sorry that my friend, Mr. Santhanam,
is n'ot here. As is usual in his case, he raised a
number of valid points. Some of them are ac-
ceptable, some of them are even worK-able;
others are not. But the point was made in
regard to the defence expenditure by some
hon. Members. Well, many hon. Members
wanted us to spend a little more on defence.
They thought that I was cutting down on
defence. We are not. Some Members felt that
more money is spent, wasted, on defence.
Maybe there is some waste. | do not deny it.
The army man does not often c'onform to
discipline. We have got to drag him down to
it. Sometimes he rebels and we have to
suspect his moves. There may be some
element of extra expenditure. In fact, the army
may ia not a very good accountant or esti-
mator. I do not mind taking the House into
confidence because I was doing another work
in regard to the Army, namely, the Supply
Department. In the initial days after the
Chinese invasion, the demands were so high;
everything was in short supply. We g'ot all
goods from all kinds of places, harnessed the
manufacturing capacity in very many places.
All of a sudden, we were told, we do not want
them. Madom, I had to allow these people to
go on for three months and stock-pile them for
future use. I do not say that the army man is
not an estimator, but his business is not to
estimate, his business is to fight. If I want the
other virtues in him, he will not fight. So, I do
not blame him, I will not blame the Army at
all, for making estimates which are not
realistic, for doing what you call the 'stop-go-
business', wanting a lot of things and all of a
sudden not wanting them. That kind of thing
cannot be helped. We are keeping a very close
check on Army expenditure. I may tell the
House, I think my hon. colleague, the Defence
Minister, will come and say about it at least
during
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the time of the Finance Bill or maybe
there might be a discussion on a matter in
which the House has some interest. We
are spending money on the Army, we are
trying also to see how much of the money
that we spend can foe put to civilian use.
We will have the border roads. But we
are taking up one big road, the lateral
road, and putting it into the civil sector
because we think that taking up that road
will mean the development of that area. It
is a matter with which I am personally
concerned deeply concerned. My
colleagues, Shri Bhagat and Shrimati
Tarkesh-wari Sinha, and I propose to take
an interest in this matter and see that the
area through which this road traverses is
going to be Dbenefited and that
development is going to take place,
because most of the areas are backward
areas. We are going to integrate that
development of backward areas. In the
same way, the road in Rajasthan, the
frontier, wiH be necessary for the purpose
of canal development and it will also be
integrated with the development of that
area. We are trying. Oftentimes we told
people if you are building a cantonment,
please do it somewhere else; something
like a town will grow, the water supply
can be used. I have told the Army people
that I do not want any more emergency
construction. The construction has to be
permanent. And we have to go a long
way before making practically everything
utilitarian. We are trying to convert more
of defence things into things which have
a civilian bearing. I do not see why the
Army vehicles which we make in certain
Army depots could not be expanded and
used for Government purposes, also at
certain times for civil purposes. This is an
attempt that we are making to see how
much of the Army expenditure will be
needed; how much of it could be used for
civilian purposes almost in tune with
what is happening in very many civilised
countries.
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The hon. Mr. Santhanam made a
reference to social Security. I am

personally interested in it, I have given a
lot of thought to it for a period of years. |
am glaa" to say thai there is adequate
response for a development in this
direction, both on the part of my
colleagues in the CaDinet and also in the
Planning Commission. And I do believe
that one of the ways in which we can
meet this rising cost of expenditure of
the individual which is given by this
dearness allowance is to convert it into
something more beneficial. Social
security has to form the sheet-anchor of
the development of the standard of life of
the low income group.

As 1 said, we try to cover the families
of Central Government servants. An
attempt has been going on in the Slate
Governments to do likewise. We are also
considering; agreeing that the trade
unions will co-operate with us, we will
get every provident funds subscriber to
come into the scheme, so that there will
be a pension. I am not one of those who
say that I will take over the entire
provident fund and give you a pension.
No. Now any man subscribing to the
Provident Fund would like to see a part
of his fund in his hands when he retires,
and some portion of it might be diverted
for giving a pension to his family
member; some contribution by
Government will be inevitable. We
should probably have to extend this
provident fund benefit for self-employed
people. If by ihe end of the Fourth Plan
we cover something like twenty-five
million individuals, we will dbver about
one hundred and twenty-five million
people all told, including their families,
and that would be at a time when the
population might have risen to five
hundred million. But this is an attempt
that has to be made. To cover all the
people in the villages will take a long
time because, even now, I am sorry to say
with shame to ourselves that our
minimum wages in agriculture are not
implemented, could not be implemented
yet. My hon. friend wants to criticise me
on
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the basis of the inadequacy of land reforms. I
am quite prepared to plead guilty. I do not say
tnat we have done anything wonderful about
it. We have got a long way to go because we
are fighting all tht: time against the primordial
instincts oi human nature to defy regulations,
defy any acquisition of his property, because a
person goes round and gets over it; sometimes
a defect in the legal drafting puts us away by a
decade. I mean these are facts which cannot
be hidden, which have io be admitted, and we
have to fight against them. If my hon. friend is
prepared to help, I will accept it, no matter the
difference in our political objectives regarding
the future of this country.

Well, mention has been made about the
poor returns from the public sector projects.
Madam, I am a great believer in the public
sector. In fact, if you permit me to say, I had
been very deeply interested in it at one time; I
am still interested. I think public sector has to
grow and grow rapidly. It cannot grow Like
this; it has got to grow rapidly. Today the total
investments in the public sector on what you
call heavy-industries are comparable to those
of the private sector; it is growing, but there
are ways in their growth. I do not mind
admitting to you that there is one unit that we
have, from which we produce six crores of
rupees worth of goods, and we lose one
hundred and eighty lakhs of rupees in order to
sell them. We have a capital of about seven to
eight crores of rupees; we have stores of four
crores of rupees, on all cf which the return will
be another sixty lakhs oi rupees or more. And
one unit which has been made out ol that
particular public sector project has not been
delivered to any of the parties for six years. |
mean, these are things that "happen, not that 1
want to single out any particular Ministry or
any particular Manager; 1 mean to say that it
was a salvage operation. It was not something
which we began ourselves. ' Veil,
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sometimes salvage operations are
successful. In Italy the total capital of

Government in industrial projects in 1962 was
Rs. 2,706 million.  The entire thing has been a
salvage opera-lion. A very large number of
units in the industry in Prance, which is
owned by the Government, also passed into the
hands of the Government because of salvage
operations. More of them will come into your
hands, maybe because of the  Estate  Duty,
maybe because of our inability to find money,
maybe because of their “efficient management.
These things are bound to occur. I do not say this
is a very welcome thing. I would like the
private sector to manage their business very
well; Tdo not wish themill at all. But this
happened to be in institution which we took over
from the private sector. That is why it is
difficult for us to get over the initial difficulties
of the private sector. But we must reform them,
and it, shall be my endeavour, Madam, as
[ ] an individual, as a person to whom
Parliament looks to better manage-j ment of
Government's finances, thatj we shall make

the public sector work and earn more. I do
not know if any hon. Member here has
ever driven a single bullock-cart. I have. As a

method of controlling the bullock-cart the
thread by  which we control the bullock is
not effective, even if you pull the nose-string.
The best thing is to twist the bullock's J
tail, and I shall do that, and my col-I leagues
will do the same thing. Therefore, on the
question of public sector projects I admit there is
room for improvement. There is necessity for
the public sector projects to pay. It is necessary
for the public sector projects to become modern
industrial enterprises in some cases. An hon.
friend mentioned something about
Rourkela, something about some contract which
we made.  That contract was abolished. We
paid him a smal! compensation and he took it
away. It failed for different reasons but 1 am
proud of Rourkela personally. Ij nave
nothing to do with it. My colleague
Subramaniam manages it, yet I 1 am very proud
of it because there
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[Shri T. T. Krishnamachari.] were days
when I used to go there every three
months, used to go and sit at that place
where there is the waterworks on that
hillock, and watch the sight, and I used to
feel proud of it. I am proud of the
townships in the public sector enterprises.
Neyveli is a model where there is not a
single dealer, no private shop, no private
enterprise. The clubs are managed by the
people themselves, the cinema is
managed, the stores are managed. One
and a half crores of rupees is the outturn
every year, and it is still being managed
by them. We run the public sector
projects well, some of them ill, but we
will get them right. We shall make them
model cities for other cities to shape. If
Neyveli can do without a distributive
sector, I think other parts of India can do
without a distributive sector; it is not
something that is beyond their
competence. It was done by that one man,
who is dead and lost now, no longer
there. 1 am very proud ol Rourkela
notwithstanding what my hon. friend
says. It is a beautiful township. It is a
good plant, a sturdy plant, and some time
it is going to be number one among the
steel plants.

Well, Madam, I have come to the end
of my tether, both physically and in
regard to material. I have questions in
regard to taxation; I do not want to go
into details. Figures are mentioned about
certain companies profiting and certain
not profiting. I know they are profiting.
Do you mean to say that I am not aware
of the fact that by this rearrangement of
the corporate taxation some people did
not profit? I can tell you, Madam, that, in
regard to those companies which pay the
Super Profits Tax, the working of the Sur-
tax plus the Dividend Tax still leaves
them with a certain amount of money.
Don't go and say, 'this company or that
company'. When you make a taxation,
you don't look to this company or that
company. You look at the aggregate.
Where is the money for investment?
Where 'is the money
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for ploughing in? Where is the
money for development? And com
panies which did not pay the Super
Profits Tax pay a little more. I don't
say it is to the credit of the Super
Profits Tax; I said that is a type of
taxation and works in a slightly differ

ent way. Quite a number of
companies got away with it. To
day this net covers a larger
number and leaves a certain

amount of money for them to plough in. Ii
do not claim any credit for a device made
by my predecessor; maybe my
predecessor has made my burden easy;
maybe that the predecessor always makes
his successor's burden light. Even so I am,
and I have this double advantage or this
double disadvantage; I have been the
predecessor of my predecessor; I hope he
will succeed me again—one never knows.
Therefore I have not referred to him
because, if I say my predecessor did this,
then I may have to say that I as his
predecessor did something else. So this is
not a matter of predecessor or successor.
Government watches—the organisation
that Government has—the Secretariat
watches what is happening, and when
distortions come, well, they try to stop
them, and here we have tried very hard to
put before this country the tax structure
both for the corporate sector and for the
individual, which probably would need
refinement as we go on, but not any
radical alteration. I do believe, as you say,
this question of ther, being no advantage
to the people with an Income ranging bet-
ween Rs. 5,000 and Rs. 15,000 other than
the compulsory deposit. I agree. In fact, in
some cases, instead of Rs. 794 it has
become Rs. 804. Well, do you call me a
big liar for having said that this does not
atlect them very much? If anybody can
tell me how a person who gets Rs. 10,000
is very seriously worse off by paying ten
rupees more, well, I am prepared to
change it tomorrow. Is he going to take a
little less butter, or is he going to give up
his tea, or is he going to walk to his office
instead of going by bus, or that he is
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not going to maintain his scooter or his car?
If anybody can prove it, I will take that ten
rupees off tomorrow. and its offshoot
arithmetic is not al-take the camel's burden off,
I will do it. But I can tell you, mathematics
and its offshoot arithmetic is not always the
true  weapon. Once you start the slabs
these distortions in the higher Sector occur,
where we have intended that the addition
of the Annuity Deposit to the tax structure
should make them pay a little more. There is
one bracket which just pays that which is
equal. They pay probably Rs. 800 more,
Rs. 400 5 p.M. more, Rs. 200 more and so on.
But what could you do with somehody who
has a low income? If hon. Members do not
accuse me of being very personal, I have
a son who is a fixed income group earner. He
said, "Oh, what have you done? Now I am
paying Rs. 300 mors." I told him, [0, no.

You are notpaying Rs. 300 more. Now
you are not paying Compulsory
Deposit. Therefore, you are paying Rs.
300 less." He said, "I am told", all the time

like the hon. Members of this House, "I am
paying more". I had to take the figures and
show it to him to convince him that he was
paying Rs. 300 less. ~ Not that I wanted him
to pay Rs. 300 less; even this person who is
intelligent and not wholly dull, to him
somebody has told that he is paying Rs. 300
more. He said, "What is the good? My
father is taxing even this poor income."

SHri BHUPESH GUPTA:
that the father could not
son elementary economics
years?

How is it
teach his
all these

SHrI T. T. KRISHNAMACHARLI: In the
same way as my hon. friend's father, who
must be a very, very good man, did not teach
him mathematics.

SHri BHUPESH GUPTA: He was a
Finance Minister and then un ex-Finance
Minister.

SHrt  T. T. KRISHNAMACHARI:
Therefore, fathers are  always
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indifferent people. The sons are better. Well, I
brought in , personal note in it merely to
indicate t0 you that this question of Rs. 300 or
maybe Rs. 25, maybe very good to him, or it
maybe or mayi not be. But it is not even that.
It is much less.

So far as the corporate sector is concerned, |
told you before that we hove encouraged firms
to plough in money and they are better off
than what they were before. We have dealt
with the vexed question of section 23(a) or the
private group of companies, allowing them to
plough back their money if they want,
industrial companies. Of course, we Rave
raised the rates of duty. I say, you make it a
public limited company if you like. If you are
in the heavy engineering field, heavy
industries field, you are paying 10 per cent
less. As my friend, Mr. K. K. Shah,
mentioned, maybe we have been very harsh in
regard to trading and managing agency firms
because managing agents would not have
beyond 10 per cent block or 20 per cent block.

Lastly, Madam, there is only one word to
say. I did explain the objective of this
Monopolies Commission in the other House.
It is not a mere fact-finding Commission. I
hope T will be able to get eminent people into
it. We are trying hard. I wilt be able to get
people recommended by people of
unquestioned probity. And it is the intention
that after a period we have a lot of material.
We are gathering a lot of people to help them.
I hope they will draft a good law and
implement it themselves for a period of 'ime.

Monopolies are of a different character.
They have to be according to the utility with
which they function. In any event any
monopoly which wields political power
directly or indirectly has to go.

Therefore, Madam, I claim in all humility
that the Government have tried to  do the
very best in the
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circumstances in which they are placed There
is very little room for manoeuvre, Madam. 1
could have done even more if I had room for
manoeuvre because the overall consideration
of revenue is there. And I am very frightened
that if I had given more concessions, if I had
thrown Rs. 12 crores of C.D.S. into the
market what this will do.

An hon. friend raised the question of the
Banks having tightened up. Of course, it
might be said that I iid not do it. I might have
discussed the broad policy. The Reserve Bank
has to take action quickly according to the
needs of the situation. In the memorandum
that they issued to the Scheduled Banks they
have made it very clear that they do not want
the bona fide needs of industry and small
scale industries to be stiffened. They only
want a gradual curb in regard to the
commodities which ahow a rise in prices. We
are watching all the time. So I said that the
room for manoeuvre is very, very small. And
within that field we have tried to do our best
for the country so that when we present for
the future an integrated picture there is room
for chiselling, there is room for refining, there
is room for minor modifications. I may assure
the honourable House here that I do not
propose to make any drastic changes through-
out this Plan period.

1 am most grateful, Madam, Deputy
Chairman, for such of the support as I have
got, such of the enlightenment as I got, even
though it has been admixed with words not
quite so kind. Altogether I should express
myi gratitude to the House for having
received this Budget with a certain amount of
tolerance.

SHrR1 BHUPESH GUPTA: Madam Deputy
Chairman, [ wish to rise on a point of order
and I should like to speak within the four
corners of the rules. I hope heat will not be
generated because I speak on this matter
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in the interest of the House
whole.

as a

Madam, I have asked for the transcript of
the speech containing the relevant remarks
made by the hon. Finance Mfnister to which
we took exception. It is for you to compare
what [ have said with the transcript and then
reconsider the ruling if you think you have
given the ruling. The position is this. As far ar
we could hear he said, "Every Communist is a
traitor" or whak ver is there in the script.

SOME HON. MEMBERS: No. no.

THE DEPUTY CHAIRMAN: Let Mr.
Bhupesh Gupta speak.

SHrR1 BHUPESH GUPTA: Please do not
engage me in a debate over this matter. If the
rules permit, you do give me the remedy I am
asking for. If not, do not give it. Now we are
guided in this matter by rule 200 on page 105
regulating the speeches. Your power is given
here. It says:

"... utter treasonable, seditious or
defamatory words;".

Now it does not say about whom or any such
thing. In the beginning the rule reads:

"A member while speaking shall
not .

Now, if "shall" has the meaning of a mandate
or if it is mandatory, then it is not in hiz
discretion. He must not, he shall not, he is
under obligation not to use such defamatory
expression. Now it is for you to judge
whether the word "traitor" is defamatory.

SHRI M. H. SAMUEL: And also the words
"black Congressman".

SHrRI BHUPESH GUPTA: That will come.
You can raise another point of order. Now
even taking it collectively in relation to
Communists, it would be, according to me, a
foul slander if you mean all without taking the
cover that it was not meant for any Member
of the House. Even if you say, "Every
Communist is a
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traitor", you cannot escape the responsibility
of addressing your words to the Members of
the Communist Partyi who are sitting here,
more especially when you are saying this in
the very House. Suppose today in the same
context I say that every Member of the
Congress Party :; a traitor, would you not take
it as defamatory against you as Members of
the House. You are a Congress Member.

Budget (General)

SHRIC. D. PANDE: No, no.

THE DEPUTY CHAIRMAN: Mr. Bhupesh
Gupta, please make your points and do not
listen to the interruptions.

SHRI BHUPESH GUPTA: Mr. Pande, what
you are 1 do not know. Therefore, Madam
Deputy Chairman, collectively a slanderous
defamatory expression has been used with
regard to a political party and ail its members.
I repudiate it. "But that is not the point. Tt is
foul slander. We are sitting here so many of
us. And in these exchanges he used that
expression. Patently and clearly he meant us
also. He addressed us as "traitors" as
Members of the House-Therefore, we take it
that as Members of the House we have been
called traitors. He has used defamatory
expression.

Now under rule 221 you have the power to
expunge such things. In this connection I may
invite your attention to a recent ruling in the
West Bengal Legislature. There, as you
know, when some Members were in jail as
detenus under the D.I.R., one Minister used
the expression "traitor" in connection with
those detenus who were in jail. They were
Members of the Legislature. After they) came
out, the Leader of the Opposition challenged
the statement and said that it was unparlia-
mentary and so it should be expunged. Now
the Speaker made it absolutely clear that even
though the word was used in this manner, no-
body could say in this kind of a sug-
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gestion that a Member of the House was a
traitor. And that set the matter at rest. Now,
therefore, irom whatever angle you judge, he
has used a defamatory expression within the
mischief of rule 200 and it is within your
power under Rule 221 to expunge this thing. I
therefore submit—you need not give the
ruling if you do not have the transcript—I am
not in a hurry to get this expunged but I wish
this to be taken up.

THE DEPUTY CHAIRMAN: You have
explained it.

SHRI BHUPESH GUPTA: If we call each
other traitor, that does not add to the dignity
of the House. It is regrettable that the hon.
Finance Minister has used such an expression.
Now it is for you to look into this and give a
ruling but I know that you will see some
proceedings of the House of Commons. There
it will not do because there it is said that you
cannot call a Member a traitor' but he has
called not only the Members but everybody,
not only everybody a traitor but also a
Member a traitor . * m

(Interruptions)

THE DEPUTY CHAIRMAN: You have
explained it.

SHr1 BHUPESH GUPTA: Have you got
the transcript?

THE DEPUTY CHAIRMAN: I will now
say what I have to say.

SHr1 BHUPESH GUPTA: Have you Sot
the transcript?

THE DEPUTY CHAIRMAN: You have
had your say. What you heard and what I
heard and what the others heard will be there.
If a reflection is cast on any individual Mem-
ber, then it shall certainly be expunged but if
the reflection is on a political party, there is
nothing wrong.

SHRI BHUPESH GUPTA:
say . ..

There 1

(Interruptions)
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THE DEPUTY CHAIRMAN: Let me finish.
However, I do not think either side should
indulge in invectives because political
repartee should be better couched, and this is
a general observation I am making from the
Chair. Therefore, I will go through the
proceedings again, though I have given my
ruling. The point is whether it was a reflection
on an individual Member or it was a reflection
on your Party and after going through, I shall
decide again.

Suri BHUPESH GUPTA: All right.
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THE DEPUTY CHAIRMAN: My ruling
stands till then.

SHRI BHUPESH GUPTA: We shall take it
up tomorrow.

THE. DEPUTY CHAIRMAN: The House
stands adjourned till 11 A.M. tomorrow.

The House then adjourned at
twelve minutes past five of the
clock till eleven of the clock on
Tuesday, the 17th March, 1964.



