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succumbing to any pressure. The
leaders of the different parties
in the other House informally and
also on the floor of the House raised
this point. All that I have said is
that the Government is considering the
matter, it is bound 1o consider it be-
cause when the Speaker has also in-
tervened and said . . .

SHRr A. B. VAJPAYEE: No, no.

Surr BHUPESH GUPTA: No, no.
You gaid, “I have spoken to . . .»
I just draw his attention, Sir,

Surr SATYA NARAYAN SINHA:
So far as this announcement of these
concessions is concerned, I really
talked to the Finance Minister and
we were all agreed that any conces-
sion, if it had to be made, should be
made there. I do not think that any
concession was announced here in this
House first. The announcement about
the concessions was made first in the
other House before. All that I have
said is that the Government will
consider this. For nine or ten years
we have been following this proce-
dure. All that I would like tp submit
is that the leaders of parties in both
Houses—when we are going to consi-
der this matter, I mean, the Govern-
ment—should also meet together &nd
consider this matter, and let us try to
come to some settlement or some de-
cision which would satisfy both the
Houses.

(Interruptions.)

Surt BHUPESH GUPTA: We func.
tion here as a House under your
leadership. You are our leader, Sir.

Surr SATYA NARAYAN SINHA:
I have made my submissions. The
Government is going to consider this
matter. We shall take intp account
all that has been said here and in the
other House before we come 10 any de-
cision,
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SHri BHUPESH GUPTA: Why,
Sir,

Mr. CHAIRMAN: Please, plcase.

I have no doubt in my mind that the
matter is quite clear. As you have all
made out, the Constitutional position
is quite clear. There is no superiority
or inferiority in anythng. We are two
different Houses; we have prescribed
functions to perform. There iz no
question of any House being superior
to the other House. That point is in-
controvertible. Then, I can not un-
derstand why that question was rais-
ed there. It might have arisen on ac-
count of a misunderstanding. On ac-
count of the special privilege of the
Lok Sabha in the case of Money Bills,
they have probably the impression that
the matter should not be discussed lere
first, which ig wrong. That must have
been the reason and no insult,
in my opinion, was involved. And,
therefore, no injury had been added
by the Minister of Parliamentary Af-
fairs, as Mr. Bhupesh Gupta feared.
Therefore, the matter, I think would
be cleared up. I would convey the
wishes of this House to the Govern-
ment, The hon. Minister himself is
here and he has taken note of them.

MEMBER NOMINATED TO THE
HINDI SHIKSHA SAMITI

Mgr. CHAIRMAN: I have to in-
form Members that I have nominat-
ed Mr. Maithilisharan Gupta to be a
membey of the Hindi Shiksha Samiti.
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Mg, CHAIRMAN: Now we proceed
to the General Discussion on the Bud-
get. Shri Bhupesh Gupta will open
the discussion.

Surt  BHUPESH GUPTA (West
Bengal): Myr. Chairman, Sir, as yow
are being succeeded by the Deputy
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Chairman I should like to deal with
some importqnt aspects of the Budget
proposals, ‘

LTHE DEPUTY CHAIRMAN in the Chair]

Normally the practice in this de-
bate, Madam, i8 to make an assess-
ment of the economic situation in the
country and then proceed ty discuss
the Budget proposals, That is how
most of us discuss the Budget pro-
posalg and the Budget speech. This
time. I propose to alter the arrange-
ment for I would like to have the
Budget proposals discussed first and
then go to discuss briefly the country’s
economic situation taking into account
the speech made by the hon. the
Finance Minister and the Economic
Survey and other papers that are with
us. L ]

We are having this Budget in the
third year of the Third Five Year
Plan, that is tp say, this is the thir-
teenth Budget under planning. But
added to this is the emergency today
which, naturally, has an impact on
the economic policies and, in particu-
lar, on the Budget proposals. It is
agreed on all hands that resources
should be found for the strengthening
of our nationa] defence as well as for
the country’s economic development.
I think, on the whole, it is a right ap-
proach in the situation that national
defence and economic development,
instead of being counterpoised, one
against the other, should go hand in
hand. Indeed we cannot have a
strong self-relying defence potential
in the country either now or in the
future or in any future at all with-
out having a strong economic base,
especially industrial base, for with-
out a strong industrial base you can-
not have modern defence in the world
today. Therefore, on the whoie it is
a right approach and I think we all
should stick to this approach instead
of trying to counterpoise one against
the other. Therefore, on that score
there is not any controversy whatso-
ever, but there is ground for contro-
versy when you come to the Budget
proposals.
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. The tragedy of the present Budget
is this, that it heavily penalises the
batriotism of our people. It seems
that those who have formulated the
Budget have taken into their heads
that the legitimate sentiments of the
beople for strengthening the defence
of the country, ag we all stand for
strengthening the defence of the
country  could be exploited in
& manner which is, in 4 large mea-
Sure, against the interests of the
beople as well ag against the interests
of the defence economy. I wish to
make it very clear thay defence has
two sides, weapons and equipment
on the one hand, and the human side
as well as the labour power of the
working people on the other. I think
we cannot conceive of a strong defence
in conditions of discontent;, privations,
sorrow and suffering. I think we wilt
have to evolve a policy whereby the
resources of the country could be
mobilised simultaneously with the
harnessing of the willing  labour
bower, enthusiasm and initiative of
our working people. That is how we
should approach the problem of de-
fence in a democratic set-up. In con-
ditions of military dictatorship and
so on they do not bother about what
happens to the people or their condi-
tion or, when a country is subservient
in the matter of defence to another
country, they do not bother as to what
happens to the people and so on or
to their independence. Somehow or
other weapons and equipment are
brought from outside and some kind
of defence is built up which means,
in fact, that when you go in for such
a thing, you surrender your entire in-
dependence, and we are very glad that
the Prime Minister has rightly
pointed out, time and again that in
order to defend something, we must
have that thing, and defence will be
meaningless if we, in the name of
the prepartions for the defence of the
country, begin to sell our indepen-
dence at some other counter. Such
is not, fertunately, the policy of the
Government as we understand it, and
such can never be the policy of the
Government., Therefore there is
national agreement on the question of
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defence and also on the question of
economic development although it hag
been raised by some people that in
order to prepare the country for its
defence we must abandon some of our
good objectives in the Plan gradually
and prune it. But, by and large, the
Government, at least in theory, has
not accepted it, and we would also
like the Government not to accept it
in point of fact because, as I said, no
defence, worthy of a great indepen-
dent nation like ours, can ever be
built except on the foundations of a
solid, growing, strong economy.

Now, therefore, Madam Deputy
‘Chairman, where does the controversy
arise between ourselves and
the Government? The controversy
arises on the question of finding re-
sources, and the question to be asked
today is how to set about the task
of fulfilling the needs of the situation
as a whole and the emergency in par.
ticular, and where to find and how
to find the resources for the purpose.
This is the point of departure as far
as we and the Government are con-
cerned, and I should presently go in-
to the question of pointing out to you
thatt the Government’s approach and
the line of action is certainly not one
which was inescapable or unavoidable
in the situation. It was possible for
the QGovernment to raise the re-
sources without going in for some of
the harsh economic burdens which
they have decided to impose upon the
people.

Last year the Government raised
Rs. 1500°25 crores on Revenue Ac-
count as per Revised Estimates. Thig
year it proposes to raise Rs. 1852
crores on Revenue Account, and at the
existing level of taxation there will
be a revenue deficit of Rs. 276
crores, and the new Budget proposes
to raise, on Revenue Account, an ad-
ditional sum of Rs. 267 crores to cover
this gap—the gap is a little over
Rs. 400 crores if you take Capital Ac-
count also into calculation. Now this
additional sum of Rs. 267 crores is
made up of imposts under four heads,
Union excise duties, customs, income-
tax and corporation tax,
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In presenting the Budget the

Finance Minister has stated in his

speech: ) Y e ew

“It has not been an easy thing
for me to contemplate that the pro-
posals I am called upon to make
for my fifth budget add up in their
magnitude and range to very much
more than the sum total of my pro-
posals during the previous four bud-
géts."

Now therefore I need not dilate up-
on it because the dimension and the
magnitude of his Budget proposals are
there in his speech expressed by him.
I should only like to add how they
are severe—some of the proposals—
as far as the people are concerned.
Now here, Madam Deputy Chairman,
if you look at the Budget proposals,
you will find that he is covering
more or less the same ground, out of
the same sources and the same set of
people, and he proposes to raise a
larger sum. I am speaking in terms
of the people who are going to pay.
The public sector is not to pay much.
There is no scheme of nationalisation
whatsoever. That would have been a
reorientation, offering new sources of
revenue for meeting the needs of the
situation. This is number one.

Number two, which I should like
to deal with at once is the hon.
Finance Minister’s claim that he has
placed the Budget equitably. I wish
it was so because it is not my conten-
tion that people should not make
sacrifices which are legitimate, which
they are in a position to bear, which
we should be called upon to make in
our good conscience, in the light of
the democratic policies and objectives
of the Plan and other social objec-
jectives enjoined in our Constitution
and in other declarations. But the
question is: How do you cal] it equit-
able? If it were equitable, I would
have supported it. I say it is inequit-
able. The burden has fallen heavily
on the common people, poorer sec-
tions of the community whereas it has
failen somewhat generously and
lightly as far ag the richer sections
of the community are concerned.
Therefore, we cannot forget that as-
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pect of the matter when we discuss
this Budget, because the human pic-
ture must emerge before our eyes as
we consider the Budget proposals.
After all, they relate to the problem
of life, living, labour and all the rest
of it.

Now, if you take the major item,
under which an additional sum of
over Rs. 100 crores is sought to be
collected in  Union excise duty,
tobacco is supposed to fetch an addi-
tional sum of Rs. 27.66 crores, and
kerosene Rs. 9.06 crores. On the al-
ready existing levy on kerosene, there
is the additional Rs. 27-09 crores of
import duty. Then you will find—it
is already stated in the Speech—that
superior kerosene per bottle will go
up by 10 nP and inferior kerosene by
7 nP. Then, you have tax on tea and
the amount involved is Rs. 5.48 crores.
Soap is Rs. 2.08 crores, cotton yarn
Rs 1.07 crores. Other items which
have been taxed are woollen yarn,
paper, coffee, etc. All these {items
will immediately directly hit the
poorer sections of the community. If
anything, these sections of the com-
munity deserve to be given relief.
They do not deserve to be hit so hard
by way of additional taxation under
the present Budget scheme, 7

As far as the Union excise duties
are concerned, in our budgetary sys-
tem it has become a meang of exploi-
tation of the masses in order to raise
revenue and in order to influence the
economic policies of the Government
in the direction, not of people’s in-
terest but of the interest of the ex-
Dloiting classes. Now, in 1950-51 the
Union excise duties use to yield Rs.
67.54 crores. In the preseni Budget,
the Union excise dulies are estimated
to yield Rs. 690.57 crores. You see
the jump. This is ten times the
figures of 1950-51. In ten years ‘the
jump has been ten times. This is a
matter of concern because, as Yyou
know, those Union excise duties' in
the first place hit the interests of ‘the
masses. Secondly, they set in an in-
flationary pressure in our economy
and lead to a growth in the disparities

of our national income, all contrary to
the declared objectives and policies of
the Five Year Plans that we have
before us.

Then, let us come to the income-
tax. Regarding the question of rais-
ing the income-tax on higher brackets
we have been always in favour of
that. We are not opposed to it. In
fact, our criticism of the Govern-
ment has been that as far as the
higher income brackets are concerned,
they have dealt with them leniently
in fixing the tax rate, in assessing
taxes, even in collecting tax arrears
which are supposed to be of the order
of Hs. 133 crores every year. This
figure, let alone other things, is ac-
counted for by big business and other
people who are in a position to pay
and for whom it should not be diffi-
cult for the Governmenti to touch
and compel them to pay. But here,
now you find a new thing has develop-
ed. For income-tax we have a tax-
able minimum, Now we are develop-
ing a system of surcharge which will
hit the workers, the peasants the
middle class employees and shop-
keepers and traders who may not be
in the category of those who pay in-
come-tax but who are to makea com-
pulsory saving because of the sur-
charge on this category. Secondly,
all those who fall in the category ot
lower income brackets will be asked
to bear a heavy tax burden. Take,
for example, Members of Parliament.
They are fortunate people. I am not
talking in terms of their other for-
tune, political or material. I am tfalk-
ing about their salary, Rs. 400. Where-
as g married person is paying a tax
of Rs. 42 annually, he would be call-
ed upon to pay Rs. 242 an-
nually subject to the deduc-
tions on account of compul-
sory savings. Anyhow, Rs. 242 he has
to set apart. Now you can imagine
how the middle class families today
will be affected, families in the cate-
gory of an income between Rs. 350
and Rs. 500 per month. How this
taxation system will upset their family
budget does not require to be argued
very much. This can be easily seen.
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Now, even if I go in for compulsory
savings, belonging to the Rs. 400 per
month income group, I will have to
pay a tax of about Rs. 90 or so,
around that figure, whereas I am pay-
ing now Rs. 42. This is the position.
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Now, if you come to the consump-
tion cut, you will find that it will be
of the order of Rs 20 per month as
against Rs. 350 under the present
system. This is g heavy cut in a
family budget of Rs. 400, Rs. 350 and
so on per month. This has to be viewed
in the context of the rising cost of
living. You are paying these taxes
and paying in such a manner that
they will lead to a rise in prices.
Therefore, I shall be affected by the
deductions that are made at the
source by your compulsory levy or
taxes on the one hand and by the rise
in prices of the essential commodities
on the other. There will be depres-
sion in my living standard and my
family will be made to suffer. That is
what will be the position of the lower
income group people. This is a
serious matter and cannot be passed
over in silence. If you call upon
their sense of patriotism they have
been displaying it for the past few
weeks and months, Now, the salaried

people will suffer most, as you
can  well understand, because
the taxes, in the case of
Government servants in parti-

cular, will be deducted at the very
source, Others who are not so liable
to be assessed may find ways and
means of escaping this thing. I am
not supporting those who escape, but
people who are, regularly paying are
placed in a situation where they are
not in a position to escape.the inci~
dence of taxation. It is these people,
honest people, who are so subjective-
1y and  objectively placed in
life, who happen to be the most
hard  hit. Is it equity? Is it
righteousness? Is it justice? Thig is
what I would ask the Government to
consider. Now, consider and contrast
this thing with the highest income
bracket persons, With the income of
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Rs. 2 lakhs, he will have to pay Rs.
1,40.000 instead of Rs, 1,34,000. That
is, he will have to pay Rs. 6,000 more
under the new system., In his case
the increage is 5 per cent, He is in a
better position to save because he does
not eat money. I think our capita-
lists  have not yet started eating
money. Whatever they eat, with all
those expenses, they have plenty to
spare and to save. Out of that you
get only 5 per cent, But in the case
of the lower income  group, the
Rs. 400 group, you are taking 500 per
cent more. Is it equity? This is
not according to the rules of equity.
In fact it should be reversed, In the
case of the richer people the addition-
al percentage should be much higher.
In the case of the lower income
brackets, the percentage should be
much lower than what is prescribed
in this Budget.

Let me come to the question of
the Compulsory Deposit Scheme. Here
we had been supporting compulsory
deposits. In fact we have been urging
on the Government to introduce some
such scheme as would enable them
to tax the resources lying with the
former Princes, multimillionaires, big
business and other sections of the
wealthy people. They have got plenty
of accumulations, Therefore our
quarrel is not with the system of
savings scheme as such. Here again we
find that things have been somewhat
misconceived. If the Government was
{0 raise resources by way of compul-
sory savings from the Indian Princes,
multimillionaires and others instead
of writing letters tq ‘'the Nizam of
Hyderabad and then being repudiat-
ed by the Nizam, again, we would zll
be in favour of that. Go out and
mobilise  through the Compulsory
Deposit Scheme and otherwise those
resources that are lying, ill-gotten
money that is lying with the upper
classes, millionaires, Princes, efc. in
the country, That money should be
mobilsed. Compulsory scheme or no
scheme, taxes or no taxes, in what-
ever manner you think effective, you
get them, Therefore, on that score I
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have no quarrel ag such. Naturally in
so far as he achieves this through
the Compulsory Deposit Scheme,
he certainly deserves our sup-
port and I have no hesitation in
extending this support to him but
then he applies this Compulsory De-
posit Scheme to others glso; in other
words he is thrusting this scheme on
those people who are not in a position
te save, in fact whose family budgets
are running on deficits, who live on
borrowings from month to month,
week to week and even from day to
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day, I have in mind the smaller in-
come brackets. I shall come to that
later,

No restriction whatsoever on pro-
fits is imposed. Certainly more will
be taken by way of taxation but
suppose we have introduced a system
of restriction on profits at 6 per cent.
or so and over and above that all
monies would be available for being
kept either through the C. D, Scheme
or other fiscal measures, would that
not have been a more equitable and
just and a democratic arrangement?
There is no restriction whatsoever on
high salaries. We know that in some
cases in the companies, in big con-
cerns, people are being given salaries
of the order of Rs. 5,000 to Rs, 6,000
or even Rs. 10,000 in some cases, In
this connection I must invite your at~
tention to the fact that according to
the latest official statement I find that
a large number of I.C.S. officers have
found employment in big business
concerns, The number is 13 I.C.S.
officers since 1957 and they have joined
big business concerns and 56 ILAS.
officers and 1.P.S, officers, I am giving
the figures from the reply to a ques-
tion in this very House on 25th June
last year. You can understand that
they are getting very high salaries
but there are others who are getting
even higher salaries. What should

have been done ig to restrict the
salaries. I shall come to that agsin
later,

The old tax concessions that were

made when there was no emergency
gver the last 10 years are maintained.
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. Year after year tax concessions had
been made in favour of the rich and
these concessions are maintained, Most
of it should have been revoked if only
for the sake of emergency in order
to meet the needs of the mnational
emergency, the needs of the economy,
and in order to avoid putting such
crushing burden on the toiling people
of our country. The Compulsory
Savings Scheme is thrust upon those
who are not in a position to save. I
would invite your attention to the Tri-
partite Conference held in Naini Tal
where it was agreed by the Govern-
ment, employers and the working
class represenfatives thet Rs, 128
per month should be the national
minimum for subsistence of a working
class family., It was decided so.
Therefore it isnotsomething which 1
am saying. Today many of these peo-
ple who need Rs. 125 per month ac-
cording to the decision of the Tripar-
tite Conference will be called upon to
go in for compulsory savings at the
rate of 3 per cent, What will happen?
It will so happen that those who are
living at subsistence level today will
be pushed back to the semi-starvation
level. They are not the categories who
can save or those who can be expec-
ted to save, These are certainly
the categoriecs who need relief. Today
you are doing exactly the opposite.
As far as the working people are
concerned, those who are employed in
the coal mines or the 35 1lakhs of
people in the industries who come
undr the Provident Fund Scheme and
so on, deductions are being already
made out of their salaries for contri-
bution to the Provident Fund. There-
fore, added to these will be this kind
of saving.

The Government employees in
Classes I, II and IIT and many in
Class IV wil] all be affected by this
scheme. 1 am not talking about the
Government employees in the higher
income bracket who can manage to
save but what will be the fate of
those in the category of Classes IIT and
IV?  In Class IV, many who are
( about to retire, we have calculated,

will be called upon to make contri-
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butions to this. Therefore 2 million
employees of the Government of India
plus many many lakhs of employees
under the Central Government will be
confronted with the situation when,
whether they are in a position to or
not, they will be called upon to make
a compulsory saving and what is more
deductions will be made from their
wages and salaries irrespective of what
is happening in their families, it does
not matter if their children are star-
ving or if the family is suffering from
diseases, it does not matter if the
creditfors are pressing on them every
day to pay the outstanding loanms, it
does not matter what happens to the
education of their children. The
cudgel of the Compulsory Savings
Scheme will be struck against them
ruthlessly and upon these people who
are not in a position to pay but who
would like to do their mite for the
sake of the country by their toil and
otherwise. They will be made to pay
under the Scheme chalked out by the
Finance Minister. Is it equity? Is it
justice? Ig it in conformity with the
social objective that we have enshrin-
ed in our Constitution and proclaim-
ed in our Five Year Plans? I would
like the hon Members opposite to con-
sider this and find out the answer.
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The small shop-keepers with a turn-
aver of Rs, 15,000 per year will be
called upon to pay through this C.D.
Scheme in addition to the tyranny of
the mounting sales tax on them. There
you see that those with an income of
Rs. 125 or even less will be called
upon to make such sacrifices because
on a turnover of Rs, 15,000 what pro-
_fit you can mgke you can well
imagine. It may be even less Rs. 125
but anyhow Rs, 125 is not a big sum.

Some of the import duties will
again hit the people as I have said.
We certainly stand for restrictions on
imports when such imports are not
needed. We want the large-scale im-
ports to go out: We want the machine-
ries to come, We want our foreign trade
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we cannot do very much in the
present situation. We cannot at the
same time appreciate why some of the
things that are so essential for the
people should be subjected to heavy
duties. There is kerosene for exam-
ple. 1t goes into the consumption of
every household in the country and
tons of millions of our people will be
straightway affected by this imposi-
tion. This is another point which 3
want to be considered. Therefore,
while some of the duties we definitely
support, others we are not in a posi-
tion to support because they hit the
masses. That is the iposition. And
what is more, these duties will be
taken advantage of by the monopoli-
sts within the country to boost up
the prices, to push the prices up and
so on. And against that I do not see
any countervailing measures in the
entire Budget proposels of the Gov-
ernment. I should have thought that
as far as this Government is concern-
ed, the only element against whom
they know how to effectively, though
wrongly and vigorously use the
Defence of India Rules is the Com-
munist Party of India, and the peo-
ple against whom they never use
even the existing laws effectively are
those in big business,

As 1 have pointed out we are not
opposed to the corporation tax. We
are not opposed to some of the in-
come tax proposals. We are not op-
posed to the customs duties. But we
are certainly opposed to a large
number of items in the list having to
pay excise duties. I am talking about
the additional taxes here,

The question arises then, whether
this unprecedented burden now im-
posed was not avoidable. This is the
question I ask myself because I am
arguing on the plane on which the
Government would like all of us to
argue. I am not suggesting a revolu-
tion on the floor of the House in order
to have the tax arrangements chang-
ed. All T am asking you is to consider,
granting the existing framework and
the broad policy, whether it was not

balance to be improved upon which I possible to avoid some of these taxes
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here. Could we not have found
money from other sources without

hitting the people? This is a vital
question gnd I think we ghould engage
ourselves in a serious objective public
debate upon this matter. Let us
debate it in a free and frank manner
and let the matter be resolved on the
strength of reason and argument
rather than on the strength of the de-
cision by the Government unilaterally
taken by them. In our view, we
think that many of these econdmic
burdens put on the people could have
been avoided. The Emergency and
the needs of the national economy
certainly desperately demanded an
orientation of the Budget, That I
agree. But this orientation should
not have been anti-democratic in any
respect. It should have been a
popular orientation. It should have
been an orientation which responds to
the willing cooperation and voluntary
contribution of the millions of our
people, These contributions have been
made over the past three months or so.
No fiscal measure was necessary for
our women to bring forth their lives’
savings and their ornaments to pour
them into the National Defence Fund.
No fiscal measures or threat of the
Defence of India Rules were necessary
for the workers to work overtime and
give their day’s earnings—as contri-
bution totheFund. No fiscal measures
or any such things were necessary
when the Government employees and
others came out and competed with
each other for swelling the National
Defence Fund. Such measures, of
course, are necessary against the Nizam
of Hyderabad and against the Maha-
rajag and multimillionaires, gentlemen
who form the subject-matter of the
Vivian Bose Enquiry Commission or
those gentlemen who are running the
Ruby Insurance or the Asiatic Inshr-
ance Company. To them I shall come
lates, ‘Therefore, Madam, I find that
some of the taxeg out of those amount-
ing to Rs. 266 crores may be justified,
as I have said before, but the others
do not secm to be justified. They are
unjustified and these could have been
avoided if the Government had taken
[

a different approach in this matter.

I have tried to calculate and it seems:
to me that under the Union Excise
Duties, taxes worth Rs. 40 crores are
clearly unjustified. Their incidence
falls heavily on the people. Under
Customs taxes amounting to Rs. 27
crores and a part of the levy under
the income-tax in the lower catego-
ries, I mean surcharge and 80 on, of
the order of Rs. 18 crores, are also
unjustified, according to our reckoning,
naturally speaking subject to correct-
jon. So, Rs. 80 crores to Rs. 90 crores
seem to be within the category of un-
justified taxes,

The question, therefore, arises
whether we could have found these:
Rs. 80 to Rs. 90 crores by avoiding
these wunjustified impositions and by
going in for some other methods for
raising resources. This is a straight
question and my answer +to this
question is in the affirmative. It was
possible for the Government, given the
mind to do so, to raise these Rs. 80 to
Rs. 90 crores by other means and
methods, without putting such heavily
loaded burdens on the common man.
This is my point of view, Here I would
like to deal with this matter and con—

cretise, hecause I do not want any
thing to be left vague. Naturally L
do not run a Department. Otherwise

it would have been possible to work
out the details and give a more exact
picture. All I now say is that by
abolishing these tax holidays and cer--
tain other concessions, which I have
stated earlier, several crores could
have been found.

Now, these tax holidays business, T
do not understand. We thought we
had holidays only in our schools and’
colleges, but it seems we have tax
holidays also now. This tax holiday
business was introduced some years
ago, These could have been avoided’
today, I mean these tax holidays. They

should have been cancelled. More
effecting compulsory savings should
have been introduced. You should

tap the companies and restrictions on
private salaries of the officers and so-
on should have been placed more
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effectively. We should have compel-
ted the ex-Rulers to disgorge their
hoarded gold and other wealth. Re-
cently the Nizam has given an account
and it has been published in “The
Current”. We can see what fabulous
wealth he has. And they are writing
letters to the Nizam. We do not believe
in writing letters to the Nizam.
We believe in getting money from
him, You do not write letters
to the Government employees for their
-compulsory savings. Shri Lal Baha-
dur Shastri does not sit and address
postcards to the two million Govern-
ment employees for their compulsory
savings. Why in the case of the Nizam
is such sweet reasonableness to be ex~
ercised rather than compelling him
to disgorge his ill-gotten wealth over
‘which he is sitting today? You see
your gold bond scheme has failed. It
‘has brought in only Rs. 7 crores. It
has failed, you are going after the
ornaments of poor women, But this is
not the way. This is the way that
the Finance Minister wants, What
about your gold bond scheme? " Only
Rs, 7 crores has been realised so far.
What has happened to the gold which
the Princes, which the millionaires
have? According to the note of the
Ministry of Finance, gold of the order
of Rs. 4100 crores is held in the
country, a good part of it at least in
‘blocks, not in jewellery and orna-
ments. What about that? The Maha-
raja of Darbhanga the other day in-
‘vested 11 maunds of gold. Just ima-
gine so much wealth held by one
Maharaja, and I say he is only a small
Maharaja, a Cinderella Maharaja, He
pales into insignificance by the side of,
say the Maharaja of Mysore or the
Nizam of Hyderabad, or the Maharaja
of Jaipur or for that matter if you
like the Maharani of Jaipur, or the
Maharaja of Jodhpur and all the rest
of them. But this gentleman could
produce 11 maunds of gold for
investment. What has happened to
the other gentlemen? Were they
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hoarding gold just as people hoard iron |
and coal? I know we have not got at
-this wealth and it has got to be obtain-
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ed. In 1960 it was revealed in Parlia-
ment that the foreign assets held by
Indians in bank investments, in com-
panies abroad and so on, were about
Rs, 62.69 crores. And this figure was
related to the year 1955, Since then,
if anything, this has increased, What
about tapping these resources and the
foreign assets in private accounts held
by companies and others in foreign
banks? Here again I have to point
out the question of the collection ot in-
come-tax arrears, These arrears Te-
main. People do not pay. Penalty
has to be paid by people who are not
in a position to pay, Government em-
ployees and others,

Tue DEPUTY CHAIRMAN: Mr.
Bhupesh Gupta, the lunch interval
will be cut down by half-an-hour.
The House now stands adjourned till

2 p.m.

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

! En—

The House reassembled after lunch
at two of the clock, the Depury
CuarrmAN in the Chair.

Surr BHUPESH GUPTA: Madam
Deputy Chairman, before we adjourn-
ed for lunch, I was dealing with the
question of arrears of income-tax
collections. I think that it will be
agreed that even now the collections
are not satisfactory with the result
that the outstanding arrears, effective
arrears, come to about Rs. 133 crores,
perhaps more. Recently, the Public
Accounts Committee, in its Report,
has stated that a test audit of 572
cases of income-tax assessment re-
vealed that the total concealed income
was nearly Rs. 5050 crores and the

tax thereon was determined at
Rs. 24-83 crores. Now, this is one of
the many examples that could be

given but since it occurs in the Re-
port of the Public Accounts Commit-
tee, I have invited his attention to
this. I think it has become a scandal
ag far as tax evasion and avoidance
in the country is concerned, Mr.
Kaldor pointed out that the total eva-
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gion and avoidance was of the order
of Rs. 300 crores a year. It may not
be as big as that; we do not know
whether it is any less but even assum-
ing that it is Rs. 180 crores or Rs. 200
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crores, the sum would be consderabdle

ang if this thing is not found out, na-
turally Government has to find the
money and then it introduces such in-
direct and other direct taxes as would
hit the masses. In this connection, 1
would also like to add that under this
Budget Government is supposed to
get a sum of Rs. 25 crores by way of
super-tax. I think this is an under-
estimation. A much larger sum could
be obtained by way of super-tax, es-
pecially in the case of big business
interests and I think this under-esti-
mation is not something which spesks
well of the budgetary knowledge or
approach of the Government. I do not
see as to why, when we are in trouble,
we should not be recovering outstand-
ing loans given to the Tata Iron and
Stee] Company and the Indian Iron
and Steel Company, which owe us Rs.
10 crores each, a total sum of Rs. 20
crores. This money was given in 1954
under a certain agreement, without
any maturity date. No interest had
been paid and now, lately, they have
started paying interes¢ on it but the
Government decided not to recover
either the whole or any part of this
amount from these two concerns
whereas they have guccessfully utilis-
ed this loan from the Government in
order to expand their factories and
earn enormous profits. They are ®arn-
ing enormous profits, as you know,
today and why, in such cases, should
it not be possible for the Govern-
ment, in view of the stringency in our
economy, to recover from them at
least part of this capital amount so
that the Budget could be balanced
without hitting the masses?

Madam, I would also like to draw
your attention to certain other taxes
which the Government abolished or
certain concessiong given. In 1955-56,
a development rebate of 25 per cent.
wag given on new machinery irres-
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pective of what the concern is, whe-
ther it really needs a rebate or not.
I do not think that such a rebate
should be given so sweepingly, There
should be discrimination. I do not
think everyone who is enjoying this
rebate is entitled to do so and I think
we should cancel this rebate in res-
pect of a number of concerns or cases.
In 1955-56, business losses were al-
lowed to be carried forward from
year to year. This again should be
stopped. In 1960-61, the Wealth Tax
on Companies’ funds was abolished.
We protested against it. In this
emergency, the Wealth Tax on com-
panies should be restored and the
companies should be made to pay. In
1961-62, the tax on new bonus issues
was reduced from 30 per cent. to 12}
per cent. Whatever may have been
the reason at that time for reducing
this—and we protested against it at
that time—I do not think we can con-
tinue this reduction. We should res-
tore the level of taxation to the older
percentage, namely, 30 per cent.
Bonus shares should be taxed at 30
per cent. as before. In 1961-62, the
benefit of the five~-year tax holiday
was extended to newly started hotels
and so on. I think this should also
be reconsidered. Mr. Oberoi is not
here; he is the champion of hotels and
he does not appear to be any less
prosperous than many others in the
big business. The old position should
be restored and if you do so, plenty
of money will be coming under those
heads. This is what I want to point
out. I am not making any very great
revolutionary suggestion. In fact, I am
reminding Mr. Morarji Desai and the
other Finance Ministers of what they
had done and asking them to return
to some of those old taxes which they
had nullified or killed because of
reasons best known to themselves.

Madam Deputy Chairman, the pre-
vident fund rate should be raised from
6} per cent, to 8 per cent. This is de-
manded by a large number of trade-
unions in the country and thig is the
demand of the workers. If you do so,
you will be augmenting the contribu-
tiong in the provident fund from
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Rs. 46 crores to Rs. 59 crores, that is
to say, an increase of Rs. 13 crores.
This will be a substantial gain in the
savings account of the country and
the money could be utilised for deve-
lopment and other essential purposes.
I have made all these suggestions
within the framework of the existing

policy.
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Now, let me come to ancther aspect
of the matter. Every year remitiances
are being sent by foreign concerns in
our country and the quantum is in-
creasing year by year. The remit-
tances of profits, dividends, ete., earn-
ed by foreign concerng amount to
Rs. 40 crores, roughly speaking, Why
should this thing be allowed to con-
tinue in this manner? Today, we
should at least restrict it to fifty per
cent. and utilise the other fifty per
cent. as compulsory loans to the Gov-
ernment and thereby we can easily
get Rs. 20 crores, may be a little less,
may be a little more. We should com-
pel those concerns which are sending
money—the Managing Directors, etc.
—+to their parent companies in Eng-
land or abroad. Ask them not to send
g0 much money but to invest a good
part of it with the Government, That
way, we can keep this amount. I
think the compulsory savings scheme
should be directed against these com-
panies which are sending funds out of
the country every year and with the
jncreased quantum of investment in
our country in the private sector by
the foreigners, this amount tends to
rise every year. 1 think here again
there is a good source of revenue to
Government.

1 now come to certain other things.
I think we should develop our exter-
nal trade in the State sector. Our
external trade comes to Rs. 1500 to
Rs. 1600 crores. If a big part or a
substantial part of it is taken under
the State sector, whether under im-
port or export, we shall be earning
quite a substantial amount as profits
or commissions which are now appro-
priated by the big business houses

[RAJYA SABHA]
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and in many cases, foreign business
concerns. I am not talking about
shipping. If we improve our ship-
ping industry, we can save consider-
ably on account of freights which
come to the order of Rs. 70 to Rs. 80
crores annually. In the interna) field
also the Government should enter into
trade. Agencies similar to the State
Trading Corporation should be set up
so that in the trade of the country the
Government and the State may parti-
cipate and earn money for the pur-
poses of development, defence, etc.

In this connection I would also like
to ask the Government as to why they
should not at least suspend payment
of privy purses to the wealthy Prin-
ces. We are paying Rs. 75 lakhs to
Nizam. We can stop it for the dura-
tion of the emergency or for a certain
specified period. We are against it of
course but I say, let this controversy
be settled later on. But we can cer-
tainly stop payment to the Princes for
the time being. They will never be
down and out if we stop payment of
privy purses till the matter is settled.
I am aware of the constitutional pro-
vision in this connection but suspen-
sion of payment is within the range
of Government’s competence and
power. I am not suggesting that vou
should stop payment to every one of
them who is getting Rs. 1000 or so
but you can stop payment to the top
ones, They are getting a substantial
amount, R

RLSPRE

I think now the time has come to
rethink about our finances. I think
more and more funds must come from
the public sector apart from the Rail-
ways. Under the Third Five Year
Plan it wag envisaged that the under-
takings under the Central Govern-
ment would yield in the entire Plan
period Rs, 305 crores while the
undertakings under the control of the
States would yield Rs. 105 crores
making a total of Rs, 410 crores. In
the first two years the performance
has been of the order of only Rs. 20
crores. Money is not coming from
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them. Therefore the State undertak-
ings should be made to yield better
returns. But what is more important
in this connection is not only to set up
new industries and wait till they
y'eld revenues but the Government
should nationalise a number of con-
cerng in the country. Why can't we
do that? Only recently Burma has
nationalised banking. We have done
life insurance but certainly we should
nationalise our banks. Apart from the
profits that we will get, huge amounts
of money will become available fo
the Government for utilisation in the
interests of the nation. There will be
Rs 2,000 crores worth of deposits
available to the Government. These
financial resources will be in the
hands of the Government. Apart from
that, once the Government gets con-
trol over the banking system it will
be in a better position to control or
direct the entire course of economy of
the country. I think the time has
come for the Government to shed its
inhibition about banking. It is not an
ideological question at all. It has been
nationalised, for example, in Burma
and you know what kind of Govern-
ment it is. Take Egypt. President
Nasser hag done it. Why can’t we do
80? Unless we nationalise the entire
banking system—and this should be
brought under the control of the State
directly; it should be a State institu-
tion—it is no good. I know we have
done it in the case of the Imperial
Bank of India but why should we stop
at that? 1 think all the banks should
be nationalised and unless we do so
we will not get the resources nor an
effective grip over the economy of the
country.

The oil refineries in the hands of
the foreigners should be nationalised.
The requirements of defence demand
it. We would not like, when we are
dealing with our defence, that the oil
refineries should be in foreign hands
It is in consonance with the industrial
policy resolution of the Government
because it was envisaged that some
day or the other the o0il industry
should be 100 per cent in the Statﬁe

Today vast industries doing
remain in

sector.
refining, distribution, etec.
the hands of Burmah Shell, Caltex,
Standard Vacuum and others. We
should take them over. If Ceylon
could take them over, why can’t we
take them over? It is not again an
ideological question at all. Then min-
ing should be nationalised. These ore
some of the suggestions that I make.
This raises broader questiong of policy,
I realise it but I think that if it i3
really an emergency and if you think
that the situation has to be met, we
must make every effort to mobilise re-
sources. We must have a revenue-
yielding State sector especially in the
key sectors of our industrial economy.
That is what I would submit to the
House. It should be done.

Before I pass on to the other things,
Madam Deputy Chairman, I would
like to invite your attention to the
Vivian Bose Commission’s Report. I
am not saying much on that now be-
cause the matter will be discussed in
this House but this Report should not
be taken as if it relates only to those
concerns or to those individuals or ten
companies and those who are in con-
trol of them. This is an exposure of
the entire system of big business in
our country and of the manner in
which they function, of their count-
less frauds, swindle, defalcation, mal-
practices and thuggery of all kinds.
This is typical of the big business in
our country. Mr, Dalmia and Mr.
Shanti Prasad Jain did not fall from
the skies. They are the product of
Indian big business, born in corrup-
tion, built in malpractices and swin-
dle. All this hags been exposed today
and I think the whole country shouid
discuss the entire thing concerned
with the big business institutions and
suitable action should be taken. The
Government should not waste time in
this manner by referring it to a Com-
mittee and waiting for what the Ex-
perts Committee has to say. -

In this connection, Madam Deputy
Chairman, I should like to know from
the hon, Finance Minister gg to why
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the Report which the Chartered Ac-
countants submitted after enquiry
into the affairs of the New Asiatic
Insurance Co. and the Report which
the same two Chartered Accountants
submitted after enquiry into the
affairs of the Ruby General Insurance
Co. are not being made public. As you
know, the late Mr. Feroze Gandhi
brought forward complaints about
them and as a result of his initiatjve
and good efforts the Controller of
Insurance was pleased to ask two
Chartered Accountants, Mr. Sailen
Ghose and Mr. Suresh Mathur, to go
into the affairs of these two compan-
fes and submit reports.

In the case of the New Asmatic In-
surance Co. a report running into 132
pages was submitted to the Controller
of Insurance on 17-8-1959. The Report
says that there was a regular cons-
piracy to falsify books of accounts sys.
tematically and manipulating profits
from year to year for the purpose of
showing a rosy picture before share-
holders. This is finding No. 1 in that
Report. The second finding is;

“It would appear from Exhibit
No. 9 that L. N. Birla had know-
ledge about the suppression of loss-
es in 1353. Loans and investments
were mostly made under his ins-
tructions.” -

The third finding is:
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“The Company has withdrawn by
manipulating accounts without dis-
closing the nature of payment and
ugsed for purposes best known to the
Company.”

The amount so
known to the
Rs, 11,79,705-6-6.

withdrawn and
investigators was

The fourth finding is:

“Books of accounts were falsified
for purposes of converting loans to
investments in order fo circumvent
the provisions of Section 29 of the
Insurance Act, 1858."

[RAJYA SABHA]
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The fifth is:

“The commission accrued on busi-
ness of allied concerns of Birlas has
been diverteq in different names
and used otherwise.”

Sixth;

“By so conducting itself the New
Asiatic violated seven Sections of
the Insurance Act, two Sections of
the Indian Companies Act, 1913, two
Sections of the Indian Companies
Act, 1956, and Section 5(i) (a) and
(c) of the Foreign Exchange Regu-
lations Act, 1947.”

Madam, the same story is told in the
Report that has been submitted in re-
gard to the Ruby General Insurance
Co. Ltd. The Report which runs into
147 pages was submitted to the Con-
troller of Insurance on 4-3-1960, Here
again they say that the books of
accounts of the Company were syste-
matically manipulated for the purpose
of showing a rosy picture to share-
holders. They also say that the Com-
pany has been “very libera] in settle-
ment of claims” especially of the
allied concerns of the Birlas and “has
paid claimg which are not payable.”
Again the Repory said;

“Books of accounts show that
large amounts were withdrawn
under the head salaries to field wor-
kers, commission, organisation ex-
penses, entertainment, travelling
and conveyance expenses which
have been used for some other pur-
poses. . . . We are inclined to take
the view that a substantial portion
of these expenses relate to extra
commission.”

I am almost quoting the words of the
Commission:

“In some cases the commission
acerued to Birla Bros. (P) Ltd. has
been diverted to different names
without sufficient reasons.”
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Then enquiries about the addresses of
some of the agents who earned huge
commission evoked “evasive reply”. In
so conducting itself, they say, Ruby
violated two sections of the Insurance
Act, one section of the Indian Com-
panies Act, 1956 and one section of
the Foreign Exchange Regulations
Act.

Now, these are almost open secrets
but our Government will not publish
these Reports. They are with them,
and Mr. Morarji Desai knows inside
out what is contained in those Re-
ports. But our Government will not
make them public. I charge the
Government with suppressing these
reports with a view to covering up the
Birlas. That is what I say. Let them
bring out these reports and tell the
country what they contain. Let us dis-
cuss these in Parliament to find out
whether Mr. Birla is guilly or not, in-
stead of suppressing these reports and
sleeping over them. Then, again, the
affairs of the house of Thackersay are
there. Much correspondence has pass-
ed beiween the Prime Minister and
other Ministers of the Government
pointing out malpractices, corruption,
etc. Volumes are there. Now, these
are also suppressed by the Govern-
ment. I would like all these things to
be placed before the hon. House in
order that we can discuss the prob-
lem quietly, dispassionately, soberly,
in the larger interests of the country,
so that we can help the Minister, not
merely to go after Mr. Dalmia who
has been exposed—thanks to Mr.
Vivian Bose—but to unearth the house
of Birlas, which was gubjected to such
investigations and the results of the
investigations are contained in the
two reports. We would like to know
what is happening to the house of
Thackersay. This is very important
for us. It is all very well to impose
taxes on the people, but you cannot
do so when the very people see men
in high positions, men of high finance
sitting in high positions, evading law
and avoiding taxes and even escaping
the arm of law. We do not like such &
state of affairg to continue,
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Now, I have very little time fo deal
with the question of assessment of the
situation. I would like to say a few
words in this connection, but before
that [ say that the suggestions 1 have
made with regard to alternative re-
sources are mostly found from the
accepted policies of the Government
which are for nationalisation, Even
nationalisation of banking is within
the ambit of the policy of the Govern-
ment. It has to be nationalised and
the question is when jt has to be
nationalised. As you will see, I have
made many suggestions for the resto-
ration of the old taxes and for the
cancellation of certain concessions
which have been given to big business
in the private sector in order that we
can easily find over Rs. 100 crores in
order to balance the Budget, instead
of putting such a high tax burden on
the people. My submission before the
House is thag it is not at all necessary
for the hon. Finance Minister to go in
for these economic burdens on the
people or go in for these taxes which
directly hit the people and which tend
to push the prices up ag indeed the
prices are rising. People are hit by
the taxes and people are hit also by
the after-effects of these taxes in the
form of rising and spiralling prices, It
is most unfortunate today that in the
name of defence such things should
have been done. In thig context I
would like to make one point.

I do not know what will be the
military expenditure. Some Rs. 700
crores are being sanctioned, I hope
the money will be well spent. Accord-
ing to the official figures, during the
seven years starting from 1952-58,
India spent nearly Rs. 300 crores on
importing weapons and equipment
from abroad and we have seen the
results of such a policy. We would
like to see our defence industry bult
up. We would like to see the wea-
pons and equipment that we require
are mainly produced within our
country. Therefore, we should get
prototypes, start factories and manu-
facture our own weapons, so that we
become truly independent in the mat-
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ter of defence. This is very import-
ant. ] think we have wasted a lot of
money in the past in buying thungs
which are outdated, from England or
the United States of America or from
France, Today the time has come to
build up our modern defence potential
.on the basig of our own national in-
dustry which we should start. Here
no concessions whatsoever should be
given to the private sector. Defence
must be exclusively in the public sec-
tor and the public sector enterprises
should take up the task of building up
the defence in all its branches. This
is all, I would like to say especially
in view of the fact that there are ten-
dencies to make fresh concessions to
the private sector even in the matter
of defence.
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As far as the economic assessment
is concerned, as usual, a one-sided
picture is given. We would like to
know, with a view to understanding it,
what are the trends in our economy,
etc. We do not get a better picture
here. All I can say in this connection
is this. I do not say that we do not
get useful material and go on, but the
picture is not a complete one. For
example, it is forgotten in the “Eco-
nomic Survey” that there are certain
objectives before the nation laid down
in the Second and Third Five Year
Plans. The rate of growth is slow
today. The national income should be
rising now at the rate of 7 per cent.
Well, it should have been rising all
the while at the rate of 6 per cent,
but it is now less than 3 per cent.
When the rise is so slow, investment
also gets limited and when the invest-
ment gets limited, we suffer. The
tempo of development also gets limit-
-ed. This is one aspect of the situation
which should be borne in mind. In
regard to agriculture, we do not know
when we are going to be free. It is
quite clear that the 100 million tons
target, which wag reduced from 110
million tons, under the ‘Third Five
Year Plan, we are not going to
achieve in the Third Five Year Plan
period. Somebody should be respon-
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sible for it and there should be a bet-
ter explanation as to why the situa-
tion is such. In fact, last year the
production fell and now it has improv-
ed a little. But we are in the neigh-
bourhood of 78 to 79 million tons in
the third year of the Plan. I do not
know how you can attain the 100 mil-
lion tons target. Your cotton produc-
tion has gone down by a million tons.
We are having to import cotton with
the result that the industry faces diffi-
culties. Agriculture is in a semi-stag-
nant condit:on, The result is depend-
ence on foreign countries and higher
costs of production. We are facing
difficulty in regard to foreign ex-
change on account of food imports
and fall in the production of industries
which are based on agriculture. Also,
there is a rise in prices. These are
the net outcome of the stagnation or
semi-stagnation in our agriculture. T
remains more or less at the samu
level.

As far as the community develop
ment projects and other things are
concerned, I need not say very muck
because nobody talks about the com-
munity development projects very
much. The silent revolution it was
supposed to be has become a most
colossal fiasco as we all know.

Now, with regard to the industrial
sector, it is good that certain deve-
lopments have taken place with re-
gard to coal, steel, aluminium, cement
and other things. We should have
liked the development at a faster rate.
At the same time, the rate of indus-
trial development is slow. It is doubt-
ful whether we shall be attaining the
eight per cent. rate, as compared ftc
10 to 11 per cent. in the last year of
the Second Five Year Plan. How is i
that in the third year of the Third
Plan when the tempo should have
been much higher we are lagging be-
hind in this manner? I do not get
any explanation for that. The unuti-
lised capacity is very high. In thig
country in as many ag 17 industries
the unutilised capacity is of the order
of 37 per cent. and so on. Utilisation
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of the rafed capacity is 63 per cent.
and you can well understand that the
unutilised capacity is 37 per cent.
Now, this is the picture. Ewven with
regard to the engineering indusiry,
which in the present emergency
should be fully utilised, we find that
35 per cent, of the capacity in 75
engineering branches remains idle.

As far as unemployment is concern-
ed, well, it is mounting every day and
today we know that there is nothing
in the Plan, nothing in the statement,
which shows that it will be lessened.
On the contrary it will grow up. It
will go on increasing.

As far as the balance of payments
position is concerned, between 1957-58
and 1961-62, the trade deficit amount-
ed to Rs. 2,179 crores and our export
remaing more or less stagnant, just
enough to service our existing rate of
import. And I do not know how we
can balance our external budget,
balance our trade that way. Our ex-
port to Asian and African countries
has declined. This is a very alarming
position and our exports to the UK.
and other Western countries is steadi-
ly showing signs of improvement. And
when you come to the ECM countries
there ig deterioration. We are run-
ning an annual deficit in our {trade
with the ECM countries of the order
of Rs. 140 crores. Our import is for
Rs. 190 crores. Our export to those
ECM countries is only worth Rs. 50
crores. This is again a discouraging
feature of our economy. The only
countries in respect of which we are
really gaining somewhat are the gocia-
list countries of Eastern Europe. Ac-
cording to the Budget papers it seems
to me that we are gaining somewhat
from there. But what is even more
alarming with regard to our ftrade
with the West is this. The prices of
jute, tea and other products are fall-
ing. We are sending more quantities,
but receiving lesg in money, and that

‘i inflating our debit balance in the
Budget. Again this needs to be exa-
mined by the Government. Madam, I
should like therefore the trade to be
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diversified and the trade policy should
be considered, external trade policy,
by the Government, because we can-
not go on in a situation where the
external liabilities are mounting.
When our external assets have come
down to Rs. 105 crores which are not
even good for what is called currency
reserves of the country and when we
do not know what will happen to the
requirements of the Third Five Year
Plan ang Fourth Five Year Plan, we
should see that we definitely make a
turn in this situation. We should cer-
tainly promote exports, but the ex-
port promotion policy is highly defec-
tive. It is another name for just some-

how or other giving incentives and
feeding monopoly. Government
should give concessions where they

are needed, but what is important s
to diversify and reorganise our trade
pattern with the State itself playing
more and more part as the trader, as
the importer and the exporter, These
are some of the suggestions.

Madam, all I can say in conclusion
is that we expected that in this emer-
gency, in this situation, the hon. Min-
ister would formulate his Budget pro-
posals which would match the patriot-
ism which has been shown by the
people at large in our country. What
has happened however is that he has
produced certain Budget proposals
and evolved an approach which do not
enthuse the people, large sections of
the people, precisely those whose co-
operation and assistance and whose
labour we need in order to strengthen
the economy and to build up our
defence power. The hands that feed
us have been struck. This is what I
feel. I think the people have every
reason to complain, and as you see,
Madam, not only the goldsmiths and
jewellers are complaining but many
others also; the consumers, the Gov-
ernment servants and others are com-
plaining. I think the Government
should not try to draw go heavily on
the patriotism of the people in order
to pass this Budget. There is yet time
for the Government to reconsider the
tax proposals and withdraw all anti-
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people and undemocratic tax measures
and re-formulate the taxation policy
along the lines we have been suggest-
ing, in consultation with the Members
of Parliament in Committees and
otherwise. I think it would be a good
thing if the hon. Minister realised the
importance and significance of this
situation, if the national unity and
spirit were carried forward in review-
ing the existing tax measures in the
hght of criticisms and in the light of
the alternative suggestions that we
and others make so that we can
arrive at a proper formulation of
policies and Budget proposals which
on the one hand enable the Govern-
ment to find the requisite resources
for building up the national defence
and the national economy on sound
lines and on the other hand not hit
the people and the working people in
particular. This should be the ap-
proach. It is within the range of
possibility. All that we need is a
reorientation in outlook and a
change in approach, his resolution to
do so and courage to hit against the
vested interests, courage to hit the big
money, courage to find the resources
from wherever they lie instead of
chasing the downtrodden masses who
are suffering, the unemployed families
who are suffering from al] kinds of
hardship today, the Government em-
ployees and others, peasants, work-
ers, artisans and so on. I think we
should give up this kind of approach.
1t is a wrong approach at any time.
In a national emergency when the
nation’s spirit has to be roused, such
an approach is contrary to the spirit
of our time, to the spirit displayed by
the people. Such an approach is not
being true to the patriotic upsurge
that has taken place in the country
today, As you have seen, Madam, it
is most unfortunate that wrong les-
sons should have been drawn and
that the very people who have come
forward to make such magnificent
sacrificeg should have been the object
of such cruel attack on the part of the
Government and the Finance Minis-
ter. There is yet time to retrace the
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steps, and may I finally appeal to him
that he should do so in the larger
nterests of the nation and even of his

Government?

surt K. K. SHAH (Maharashtra):
Madam, I have listened with rapt at-
tention to the impassioned speech of
my friend, Shri Bhupesh Gupta, and
what [ propose to do ig to analyse
what he has said and specially lay
stress on certain aspects which he has
pointed out—whether higher brackets
are dealt with leniently by this Bud-
get, whether the burdens are un-
avoidable, whether this Budget will
lead ultimately to the lessening  of
unemployment, and so on.

Madam, I propose to start with the
last argument that my hon. friend has
advanced. He has been complaining
that unemployment has been rising.
He has not given any figures, but
assuming for the sake of argument
that it is so, the only way to meet
this unemployment is by rapid indus-
trialisation. Rapid industrialisation,
so long as it is consistent with the
policy of socialist pattern of society,
which has been accepted, can be the
only way by which this unemploy-
ment can be met. 1 am very happy
that he has not found any fault with
the defence expenditure which has
been provided. If the defence expen-
diture has to be met, if unemployment
has to be countered and if rapid in-
dustrialisation is necessary both for
defence and for meeting unemploy-
ment, let us examine these proposals
and gee whether they lead to the main
aims and objects which have been
accepted by him.

Madam, in this country the entire
national income amounts to about
Rs, 14,000 crores out of which nearly
half comes from agriculture, and the
remaining half comes from non-agri-
cultural resources. If the present
Budget is accepted, it amounts to
about Rs. 1800 crores, and the States’
Budgets will amount to more than
Rs. 1000 crores. If all of them are
added and if allowances are made for
indirect taxes and for some revenue
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assessment that we are getting at
least one-third of the non-agricultural
income is necessary to meet the
defence expenditure and to brin3
about rapid industrialisation in this
country. Whether thig one-third of
the expenditure falls heavily on the
richer class or whether it falls on the
poorer class needs a closer examina~
tion of these Budget proposals, There-
fore, Madam, I propose to start with
the memorandum explaining the pro-
visions of the Finance Bill.

1 shall first gtart with a little re-
mark for the information of my hon.
friend that if you want rapid indus-
trialisation, it can only be brought
about by an incentive for saving, by
an incentive for capital formation. If
you do not have an incentive for capi-
tal formation and if you behave in &
way which will bring about expendi-
ture of the entire national income,
there will be no capital formation and
there cannot be rapid industrialisa-
tion. Let us look at the formation of
companies. Rapid industrialisation
can only be brought about, as he has
put it, either by the public sector oT
by the private sector, and this coun~
try has wisely accepted the mixed
economy in the sense that we wish to
have both the public sector and the
private sector. Now I am dealing with
the private sector. In the private sec-
tor rapid industrialisation is brought
about by formation of companies, and
it will help you to know that so far as
companies are concerned 51 per cent.
of the capital is now in the hands of
the common man., The share capital
is now widely distributed.

Sarr BHUPESH GUPTA: That is
what Mr. Dalmia says.

Sarr K. K. SHAH: That is what
you must know, So far as Mr. Dalmia
is concerned, I am dealing with him,

»u need not be in a hurry about it
If capital formation from this widely
dispersed population is to be had, they
must have a little incentive. What 18
the incentive? The only incentive to
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them is dividend. Here if we look at
the present Budget proposals, we will
find that so far as companieg are con-
cerned 50 per cent, of phe income after
certain deductions are made will be
first of all taken away, After 50 per
cent. is gone what 1s left is 50 per cent.
Out of this 50 per cent. only 6 per cent.
will be allowed by way of dividend.
If you want to have more than 6 per
cent., up to 10 per cent., an additional
50 per cent. will be knocked down.
And if it is above 10 per cent, 60 per
cent. will be knocked off. Therefore,
out of Rs, 100, the first Rs. 50 will go.
Qur of the remaining Bs. 50, 60 per
cent. will go, and the maximum
will be in the neighbourhcod of 75
per cent. so far as the companies are
concerned. Now, we cannot afford to
forget here that even though the
Bank Rate is 74 per cent., what we are
giving to these rich people is 6 per
cent, return. Now, let us see what
happens to the 6 per cent, return, I
will come to the other provisions later
on. But so far as this 6 per cent. is
concerned, please look at page 2 of the
Memorandum. Omn the first income of
Rs, 1 lakh, Rs. 64,815—it is not an
earned income—will be deducted. On
an income of Rs. 2 lakhs, Rs. 1,53,075
will be deducted. That means, on the
additional income of Rs. 1 lakh, Rs.
88,260 will be deducted. That will
leave them with a balance of Rs
11,200. Now, what about  this
balance of Rs. 11,2007 He gets that
additional income of Rs. 1 lakh pro-
vided he has an investment, at the rate
of 6 per cent, of Rs. 16 lakhs. On
Rs. 16 lakhs, he will pay 2} per cent.
Wealth-tax. Please bear this in mind
that to have an income of Rs. 1 lakh,
as pointed out on page 2 he will have
to have an investment, oun the basis of
6 per cent. return, of Rs. 16 lakhs. I
am prepared to calculate it on the
basis of 7 per cent.; I am prepared to
calculate it on the basis of 8 per cent.
Then he saves Rs. 12,000, I have no
complaints. I am only pointing out to
those of my friends who feel that the
richer people have been left out, that
when there is a saving of Rs. 12,000,
the man will pay, at the rate of 2}
per cent,, Rs, 40,000 by way of Wealth-
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tax. That means, he will have to pay
Rs. 28,000 out of his pocket. This is
what will happen so far as the present
Budget is concerned. If he has more
wealth he cannot save after expenses.
I have therefore a request to make to
my friends who have been talking of
a socialistic pattern of society, who
think of socialism and who at the
same time want that incentiveg should
be given for capital formation so that
rapid industrialisation takes place,
Rapid industrialisation can take place
only when there are savings in the
companies and a socialistic pattern of
society can only be ushered in when
the individual profits are knocked
down. And if for nothing else, at least
for this the framer of this Budget
deserves congratulations because, on
the one side, an eye is kept on mop-
ping individual profits and, on the
other hand, incentive by way of high
dividendgs was provided. It was kept
at least till lasi year. When I discuss
this year’s Budgel, I will point out to
you how it was impossible for the fra-
mer of the Budget to look after capi-
tal formation to the extent that it was
done last year, But so far ag the com-
panies are concerned, in which 51 per
cent, of the widely dispersed popula-
tion are partners, incentives must be
given for the purpose of capital for-
mation and 1f those incentives are
utilised by the rich people, their profits
wil] be knocked down by higher rates
of Income-tax and Wealth-tax. There-
fore, the entire profit does not remain
with them. Do they become plus or
minus? If they become plus, nay,
even if they save individually after
expenses, I will be with Mr. Gupta. I
am prepared to get these Budget pro-
posals examined by any economic ex-
pert whom he names, And if that
economic expert says that under the
present proposals any rich man who
hag a capital of Rs. 1 crore or Rs. 50
lakhs is able to save anything, I will
be with him. On the contrary, I except
a certificate from Mr. Gupta if that
expert says that a rich man will be
minus, not plus. If these proposals
bring about such a result, can I not
expect from my friend a certificate
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after a dispassionate analysis of the
present proposals? If encomiums were
to be paid, I hope that the Finance
Minister will not mind it, I cannot
think of a more capable and greater
socialist than the Finance Minister
who has framed this Budget,

SHRr BHUPESH GUPTA: Nice.

SHrt K. K. SHAH: I am saying
this not because I belong to the Cong-
ress Party. I request my P.S.P. friends,
I request my socialist friends,
I request anybody who believes in
socialism, to get these proposals exa-
mined by any expert and if he says
that any saving is permitted to the
rich people after payment of Income-
tax, Super-tax and now the Super
Profits-tax, I will be with them.

May I say one thing in this connec-
tion? So far, we have been complain-
ing against the managing agency com-
missions. Now, this Budget will strike
the death-knell of the managing
agency system. What is managing
agency system? People who have the
managing agency systems do not have
a capital of Rs, 10 lakhs, or Rs, 50
lakhg or Rs. 1 crore. The managing
agency corporation has a capital of
Rs. 1 lakh or Rs. 1,50,000 on which
they will now get six per cent. return,
It ig true that the managing agency
commission sometimes amounts to
Rs. 8 lakhs or Rs. 10 lakhs. But since
capital is Rs. 1 lakh, they will only
be able to deduct only Rs, 6000/~ or
Rs, 9000/- as the case may be, on the
basis of six per cent. return. There
are no reserves in the managing
agency commission., On the basis of
six per cent. return, he will be entitl-
ed to a deduction of Rs, 6,000 it the
capital is one lack, Therefore, out of
the entire managing agency commis-
sion of Rs. 8 lakhs or Rs. 6 lakhs the
first 50 per cent. will go. It will leave
Rs. 3 lakhs. Out of this sum of Rs. 3
lakhs, deduct Rs. 6,000. It will be
six per cent, return. The balance of
Rs. 594,000 will again be subjected to
60 per cent. tax. That is the Budget.
That is the tax on the rich people.
Do not be given to slogans only. Slo-
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gans do not solve problems, Slogans
are al] right if there ig sound basis
for your stand on that too on a pro-
per analysis. But without any proper
analysis, slogans will not help you
~and therefore my request to you is
that . | -

Suri BHUPESH GUPTA: You
need not request me. I supoprt all
this. Only I say that it should be
stepped up.

Sert K. K. SHAH: All right. Very
good. I am very happy that he has
come round. Reasoning does appeal
to my friend and I am very happy that
this reasoning has appealeg to him.
Now, let us see whether it is desir-
able to step it up. You take away 80
per cent, and 20 per cent, is left. And
when that 20 per cent. goes into the
hands of the original owner who gets
it by way of dividends, it is subject to
88 per cent, tax. What is it that is
left with him? We are interested
that the incentive, whatever little it
is, is kept up to have rapid industria-
lisation, that the incentive to invest in
industry is kept up. I do not think
that from that point of view, what
little incentive we want to keep up

" should also be taken away. Then, I
will have to repeat your statement
that we are killing the goose which
is laying golden eggs.

After having given thig analysis of
the Excess Profits-tax and the Income-
tax, I propose to come to certain as-
pects which, as I said, are inevitable.
But before I go to those aspects, I do
wish to point out that even in 1858—
< I am not saying this by way of any
complaint—it was realised by a great
man like Acharya Kripalani that in
spite of taxation, it hag not been possi-
ble to bring about rapid industrialisa-
tion. And in 1958 and 1960, he went
to the extent of asking us to cut down
our defence expenditure. I have got
his speeches both of 1958 and 1960.
And his speech amounted to saying
that:

“There were no enemies so far
as thig country is concerned and
it wag wrong to have such a large
defence expenditure.” , i

|
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Sert A, D. MANI (Madhya Pra-
desh): Mr. Krishna Menon said in
the United Nations that China was
India’s friend, At the same time he
said .

Surr K, K. SHAH: You do not
accept what we say as gospel truth.
You expect us to accept ag gospel truth
what is said on that side. It may
partly apply to you. Please forgive
me if I say that. Therefore, I am
quoting what is said from the other
side and not from this side, and then
it will not require scrutiny. (Inter-
ruption). But I am very happy that
those who were talking of Shanti
Senas, of reduced defence expenditure
in 1958 and 1960 and those who have
been talking of unilateral disarma-
ment, are all one with us, and they
say that we must now increase our
defence expenditure. All of them
then were of the view that defence
expenditure to the extent of Rs, 375
crores was much too high and they
were finding fault with our defence
expenditure to such an extent. Now
they have all come round and they
concede that the Government of India
was right in that, in spite of the per-
sistent demand for reducing defence
expenditure, in spite of bhe persis-
tent demand for Shanti Senas, in
spite of the eloquent demand for unila-
teral disarmament, the Government of
India went on spending on defence or
adding to the defence expenditure
which, before the unabashed Chinese
aggression toock place, was in the
neighbourhood of Rs. 375 crores, Now -
they all come forward and say that
Rs. 375 crores is not at all enough, that
we are not well prepared, that we
should add to the defence expenditure,
that the expenditure should be to such
a level whereby we are able to defend
ourselves on both the fronts, that it
is not enough to be fully prepared
only on the Kashmir front and that we
should also be fully prepared on the
Chinese front as well, even though we
were feeling at that time--and righlly
so—that if China, in her folly, would
invade us, we would get vutside help
from England and America,
but if Pakistan invaded us we would
not get help from anybody.
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That is why we were fully

prepared so far as only Xashmir
was concerned and if we took a lLittle
risk on the other front, it was because
we wanted to proceed with rapid
industrialisation of the country and
desired consequent solution to the un-
employment problem under planned
development so that it created hopes
for a better future, for the greater
well being of the people. I may make
bold to say, and I hope Shri Bhupesh
Gupta will not mind my saying so, if
the pro-Chinese elements did not suc-
ceed in creating disorder in the coun-
try to help the Chinese, it was because
the masses in this country had hopes
of a better future on account of the
good planning—thanks to planning—
going on in this country, and that is
why they did not play into the hands
of the pro-Chinese elements. Thig is
how the Chinese invasion was thwart-
ed and therefore that policy should
continue. It is not enough that we
find only the additional defence ex-
penditure. Rapid industrialisation not
only provides the sinews of war but
provides the sinews for brighter
future. All these can only be brought
about by an increase in our national
income and by a decrease in unem-
ployment, which in turn can only
be brought about by rapid industriali-
sation, ang if the twin objectives of a
socialistic pattern of society and rapid
industrialisation are to be achieved
then, as T have said, the socialistic pat-
tern of society is taken care of by the
income-tax proposals and by the super-
tax proposals. Then so {far ag the
other aspect of rapid industrialisation
is concerned, incentives for capital for-
mation will have to be provided. If 51
per cent, of the sharzs are owned by
widely dispersed masses of people, then
it will be possible to mop up their
surplus income by giving them a
higher dividend.

Now my friend has been complain-
ing about a number of other imposts.
Nobody will agree or even feel happy
to tax a man whose income is low un-
tess it becomeg absolutely necessary
ind if by way of compulsory savings
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something is desired to be taken out
of his possession, it is with a view to
keeping down the prices; it is in his
own interests. If the prices go up,
then all his income will disappear. On
the other hang if, by way of compul-
sory savings some money is taken
back but prices are kept down so that
the effects of inflation are not {felt,
then out of the same money, on
account of lower prices he will save
something which he will compulsorily
deposit. This is the object of compul-
sory deposits. Compulsory deposits
are not aimed &t penalising the small
man, who has been helping us and
will help us considerably. 1 am pre-
pared to look after his interests, and
thig is a device to see that whatever
little he gets meets his requirements.
By asking him to deposit, his power
to purchase is cut down so that the
demand for goods goes down. Lesser
demand means lesser prices, which is
in his interest. On the one side he
saves, helps to control prices and, on
the other, he gets interest on his de-
posit,

Now there have been friends who
have been complaining against the
Gold Control regulations, Gold Con-~
trol regulations are to be examined
not from the point of view of whe-
ther the hidden gold has come out or
not. Gold Control regulations are 1o
be examined from this point of view.
Do you want ornaments or do you
want industries? Our foreign exchange
resources are limited and they have
dwindled already, We want to save
as much foreign excnange ag possible,
But if that foreign exchange is utilis-
ed for stealthily purchasing gold, thep
to that extent that foreign exchange is
frittered away. It would have been
available for setting up industries.
Stopping purchase of gold in future,
Rs. 30 crores worth of foreign ex-
change can be saved, and if this Rs. 30
crores foreign exchange is utilised for
the purpose of, say, 4, 5 or 10 indus-
tries, then out of the profitable work-
ing of these industries it will be possi-
ble to go on adding to these industries
and giving empleyment to thousands
of people. That ig the object of Gold
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Control regulations. It is true that if
it were possible to persuade everybody
to fork out his gold then it would be
a great thing, a great act done in the
interests of the country at this time
of crisis. But then there is the tradi-
tion that comes in the way, the tradi-
tion of keeping gold with oneself to
meet any eventuality of sudden want
of funds, to meet any unexpected
financial difficulty, Now it is said that
the gold held in private possession is
worth Rs, 4,000 crores or Rs. 3,000
crores or Rs. 2,000 crores, It is diffi-
cult to say what exactly is the worth
of such gold held by people. But
even assuming for the sake of argu-
ment that such gold is worth Rs. 2,000
crores, if willingly the people were
persuadeq to fork out that gold worth
Rs. 2,000 crores, our foreign debts to
that extent will go down. If the
foreign debts are, say, Rs. 2,000 crores,
and we are paying interest at
the rate of 71 per cent. per annum,
the interest alone comes to Rs, 150
crores per year in terms of foreign
exchange. If the people are to make
this gold available to the Government,
then the country will be able to wipe
off the foreign debt of Rs. 2,000 crores
and will not have to pay interest of
Rs. 150 crores. Our forefathers while
leaving some gold for their children
used to say, “This gold is kept so that
in times of difficulty you have not to
borrow money and pay interest on it.
It your incur a debt, do not go on pay-
ing interest on it for ever. Ulilise
this gold and wipe off the debt” Our
forefathers in their wisdom have left
behing such wordg of advice and that
tradition continues. Instead of follow-
ing that advice, at this time of emer-
gency we are going the other way. I
would beg of my friends on the oppo-
sition benches not to bring in party
policies but propagate what our fore-
fathers had said in the matter of gold.
Let us tell bhe masses that the country
is in difficulty, that we want rapid
industrialisation, that we want to pay
off our debts, that we do not want to
pay unnecessary interest on  them.
Thus let us persuade the people to
part with their gold, From the sav-
ings each year on interest, a sum of
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Rs, 150 crores or Rs. 200 crores would
be saved, we can purchase the entire
gold after a period of fifteen years and
utilise that amount f{or further indus-
trialisation. We want rapid industria-
lisation, We know who are the people
who can heln us for industrialisation
If concentration of economic power
takes place, ag I said we know how
to mop it up. Even for industrialisa-
tion they are made to pay premium to
the Governmnent, Machinery s
brought for the purposz of industriali.
sation, but that machinery we tax to
the extent we can, because we want
money for the defence of our country.

I therefore beg of my {friends to
examine these proposalg in the light of
what I have indicated, ang if you find
that any proposal ig in the interests
of the rich people or is unfavourable
so far as the p.orer sect'uns 0f our
massess are concerned, then you will
be justified in criticising the Govern-
ment. If you find that on the whole
the entire Budg=t is based on thig con-
sideration that those who can pay
must pay, according to their capacity to
pay and after that is done, if we find
that the return is much below the re-
quirement, then we go to the mas;es
and tell them, “Please save some-
thing, It is in your interests to save
something; it is in the interests ot the
country to save something”. I am sure
the Finance Minister has nct done
anything wrong by asking them to
save. At the same time I would cer-
tainly say that we should effect eco-
nomy in our expenditure, And that

is the demand all over the
3 p.M, country, namely, that there

should be economy in our

expenditure. I am sure the
Government of India, especially the
Finance Minister, will do his best to
see that there is economy, because if
we want economy on the part of the
people, and if we do not set an exam-
ple, we cannot ask the people to fol-
low something which we do not follow
ourselves. And I am sure the Govern-
ment of India have their eyes on this
question of economy. 1 am very
happy to find that in some columns,
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wien it is compared with 1961-62 and
1962-63, there is minus, Though I
woulq have preferred to find minus
in all places instead of “in some
places”, but at least in some places
there is minus—I am very happy the
Treasury Benches are nodding their
heads. Madam Deputy Chairman, my
time is up. I support the proposals,
and I would end by joining in the
olea that after hearing the arguments
in both the Houses, unless it ig abso-
lutely necessary, unless it is inevitable,
wWe should not tax the common man,
but we should go to the rescue of the
common man, I am sure at the end of
the debate after a careful scrutiny and
examination at the hands of friends on
this side and friends on that side, these
proposals will ultimately emerge in
the interest of the country. Nobody
should make it a party issue. We are
passing through an emergency; I am
sure everybody will make constructive
proposals; it will not be a proposal for
the sake of a proposal, and when this
constructive shape emerges, the burden
will be borne by those who can afford
to bear and not by those who cannot
afford,

SHrr DAHYABHAI V. PATEL
{(Gujarat): Madam Deputy Chair-

Surt BHUPESH GUPTA: Warm up
the House, 4

Sert DAHYABHAI V. PATEL: The
ways of Providence are inscrutable.
Events happen in such a way that
sometimes their significance is not un-
derstood; they are not fathomable.
The late Lokmanya Tilak died on the
day when Gandhiji announced his
programme of non-violence and non-
operation. That we all remember.
Dr. Rajendra Prasad expired after the
Budget proposals of the Finance Minis-
ter were announced.

SHrRt M. S. GURUPADA SWAMY
{Mysore): Because of shock?

Sart DAHYABHAI V. PATEL: 1did
not say so. But I'am sure the country
received two terrible shocks—the great
shock of the death of Dr. Rajendra
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Prasaq and the second shock in the
Budget proposals that were made by
the Finance Minister.

Madam, I am sorry the Goy-
ernment is being driven by my friend,
Mr. Bhupesh Gupta, and his friends, to
the oppressive measures that they
have been taking one by one. This
is not going to help the country.

v

Surt BHUPESH GUPTA: Op a point
of order. It is a reflection on Shri
Morarji Desai,—as if I can drive him.

Sarr DAHYABHAI V., PATEL:
Since Mr. Bhupesh Gupta has made
that interjection, may I say_that while
Mr. Morarji is the Finance Minister,
he does not decide the policies of the
Government. The policies of the Gov.
ernment gre decided by Pt. Jawaharla]
stand 3 Finance
Minister very long like Bluebeard who
could not stand a wife long. How
many Finance Ministers have we seen?
And a Finance Minister who cannot
be driven and made to tighten the
belts here and there of the people
will not remain. That is the experi-
ence of so many years.

LSRN 1

TrE MINISTER or FINANCE (Sum
Moraryr R. DEsar): I am afraid this
is a very wrong reflection that the
hon. Member is making against me
and also against the Prime Minister
and against the whole system.

T

Surt DAHYABHAI V, PATEL: If
any Finance Minister has stood the
Prime Minister for more than three
years, it is only Mr. Morarji Desai.

Tae DEPUTY CHAIRMAN: You
can now come to the Budget proposals,

Sart MORARJI R. DESAI: M.
Deshmukh was there for six years.

Surr AKBAR ALI KHAN: (Andhra
Pradesh): We are all one in policy.
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Sart DAHYBAHAI V. PATEL: As
I said, it is exactly what Mr, Bhupesh
Gupta wants. 1 am sorry to say that
in many cases we are following the
method of repression or the policy
that the Communists follow.

Surt SHEEL BHADRA YAJEE
(Bihar): This is a very irrespcnsible
statement,

AN Hon. MEMBER: East Germany?

Surt DAHYABHAI V, PATEL: East
Germany is called the German Demo-
eratic Republic. We know how demo-
cratic it is. Similarly, let us see how
some of the proposals are classed.
Look at the memorandum explaining
the provisions in the Finance Bill
How oppressive it ig going to be te
the poorer classes is revealed cn the
first page. On the first slab of
Rs, 5,000 income, the tax so far paid
is Rs. 42. Under the new proposals it
will be Rs. 241. I am not going to
read more. Everybody has been sup-
plied with a copy of it. But it was
only to illustrate what I mean, namely,
that we are going on using more and
more the terminology used by these
friends, which is very often mislead.
ing. I am constrained to say that the
Budget proposals, viewedq together,
cannot but be classed as oppressive, if
not repressive in themselves. To call
it an effort to meet the war ig also
something similar to what I referred
to earlier.

Madam, the Government are not
economising on their non-developmen-
tal civil expenditure. You have only
to read the reports of the Public Ac-
counts Committee, and you will find
enough proof of this. On the other
hand, the revenue account shows an
increase in civil expenditure of Rs, 83
crores, almost unrelated to planning
programmes. An estimate of Budget
receipts here gives a distorted picture
of the Government finances. Savings
In the total grants and appropriations
also prove what I say. The percen-
tage of savings in the total grants and
appropriations for the five years end-
ing 1960-61 is given below;—

|
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(In crores of rupees)

Total
of
voted
grants Amount Percen-
and of tage
charged saving
appropri-
ations
1956-57 . 4,279 650 15°2
1957-58 . 5,499 221 40
1958-59 . 6,892 443 64
1959-60 . 7,308 255 3’5
1960-61 . 7,416 500 67

The position in 1960-61 showed dete-
rioration as compared to the three ear-
lier years, The analysis of the sav-
ings by grants shows that in 54 grants.
the savings exceeded 10 per cent, of
the funds provided and that in 21 of
these cases the savings exceeded 20
per cent.

The supplementary provision total-
ling Rs. 15'44 crores proved entirely
mnnecessary in 11 cases as the expend:
ture did not even come up to the ori-
ginal grant for appropriation. In 8 of
these cases, the supplementary provi-
sion had been obtained as late as Feb-
ruary, 1961. Further, the supplemen-
tary provision proved excessive un-
der 12 grants or appropriations. While
the supplementary provision under
these totalled Rs. 12°50 crores, the
amount utilised was Rs. 7°8 crores 1
am quoting this from Audit Report
(Civil), 1962, pages 22, 23 and 27.

Surt M. P. BHARGAVA (Uttar Pra-
desh): They are al] past accounts.

Surt DAHYABHAI V., PATEL: That
is the performance of the Govern-
ment which is the same Government.
I think Mr. Bhargava knows it and
what is the hope that it is gmng to
be better this year?

The impost of 50 per cent. of land
revenue is inequitable particularly as
there is no relief to the small cultiva-
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tors. Instead of incentive, this will be
a disincentive and will result in falling
of production from land which we need
to raise so much in this country. The
additional surcharge will hit the poor
man drawing a salary of Rs, 300 per
month.

1671

The limit of Rs. 5,000 on employees’
remuneration and perquisites will en-
tail Jouble taxation—once at the hands
of the companies and the second time
at the hands of the emplovee concern-
ed. Moreover, what abcut foreign
technicians? Wil] they wnrk on
Rs. 5,000 a month or with this sort of
taxation, shall we say ‘Goodbye’ to
them?

The import duty on petroleum pro-
ducts and the additional excise on
automobiles and the enhanced duty on
spares will be such as to render car
ownership a grievous liability and
will throw road transport that is just
beginning to shape in this country,
completely out of gear. This will also
aggravate the slack noticed in the
economy in recent months, It will dis-
turb the lull and price levels which
will prove self-defeating. The Chan-
cellor of the Exchequer in England in
November last, announced a reduction
of 2 per cent. in tax on motor cars,
not commercial vehicle, because he
said that the economy of the country,
the economy of all countries based on
industry and engineering, was geared
to the fortune of the small car. I do
not agree entirely with the people
who say that the small car is a luxury.
Shri Bhupesh Gupta also knows it, as
he uses a car. He comes to Parlia-
ment in a car. It is a fallacious notion
to say: ‘You should not go about in
cars and everybody should go in the
buses.” It takes a lot of time. Be-
sides, it ig necessary to put the car at
the disposal and within the reach of
the small man. The Industrial Revo-
lution came about in America because
of the idea of Henry Ford to see that
every factory worker in his company
comes to the factory in a car. How
did he do it? It was not by raising
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but by reducing the car prices. Un-
fortunately in this country we have
been going the wrong way. We are
raising both, _—

The impact of these proposals on the
cost of living of the masses will be
such that the effect of these will be
difficult to forecast just now but with
the upward thrust in the prices, the
cost of living will go up. How will it
react on production? This needs dee-
per thought and consideration and once
the price level is disturbed, we will
be faced with demands for higher
wages——there they are ——which
will mean higher costs again .

Sarr BHUPESH GUPTA: They are
also there. . .

Surt DAHYABHAI V  PATEL:
Which will mean lower production.

Whether for defence or for conserv-
ing foreign exchange, the proposed
increase on duty on kerosene oil will
hit the poorer section of the society.
The poor working class. men or
women, will remember the Finance
Minister every time he or she goes to
buy a bottle of kerosene oil that they
need every day. They do not have
even the money or the resources to
buy in tins,

The interpretat'on of the duty im-
posed on vegetable oil what is proces-
sed oil and what is unprocessed—is
already confusing people. The inter-
pretation by the Excise people is al-
ready commencing to lead to hardships
to the trade. Even 3 simple filtration
of oil is considered processing and
telegramg have been received by many
Members in this House, those coming
from districts where oi] crushing is
going on, as to what exactly the Gov-
ernment’s intentions are in this case.
I hope an early clarification will be
made. I believe the Finance Minister
and his Deputy have received the note
that I have sent to them in this con-
nection and I hope they will make an
early clarification.

The method of the levy of the Com-~

PO, PIDRUEE & PO ~_v
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some. The administrative machinery
for income-tax collection which is even
now inadequate will be further bur-
dened. There will be scope for more
evasion. The Super profits-tax  +hich
is proposed in this super-Budget, as
regards the corporate sector, is charg-
ed on a low level of profitability and
it will have an impact on aglmost all
reasonably efficient industriai unit-.
It will be as high ag 75 per cent. in
80 per cent. in the aggregate on some
companies. Well-managed ¢ mpanie-
with a2 small capita] and & iarge in-
come will be hit very hard. It will
work as a levy an dividends and drag
on the amount to be ploughed back
which so necessary for mazintaiming
the efficiency, leave alone the progrese
and expansion of the industry.

573

Advertising is going to be allowed
at the complete discretion of the 1.T.0.
When Mr. K, K. Shah goes a.d asks
for an advertisement in the Annual
Number of the Congress at Rs. 10,0u0
a page, it will be given and it will not
be questioned by the IL.TO, when 2
Company grants it but when 1 ask for
an advertisement gt Rs, 500, the chan-
ces are that it will be questioned iud
it will not be allowed. ,

Hoxn. MEMBERS: No, no.

Surt DAHYABHAI V. P\TEL:
knowing things as they are, with so
many years’ experience, with the pres-
gure that is put on the Government
officers at the lower levels, 1t 15 going
to be very difficult, I say, fur the
1.T.0s. to act independently ard fairly
in these cases. This leaves a very
large and wide gap where there is
scope for corruption and we know that
there is a certain amount of corrup-
tion existing. In arriving at the cher-
geable profits for the Super Profits-
tax, the LT.0. may add cc.nmission,
advertising expenses and entertain-
ment expenses, etc which he considers
t0 be excessive. These discretionary
powers give too wide an authority to
the 1T.0. and will be a gource of
corruption.

1251 RS-—5.
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The Super Profits-tx will tfake
away all resources Wwhich the com-
panies usually plough back This migh
impost will stop expansion apd deve-
lopment of industries. Becauvsa of less
dividends, savings and capital forma-
tion will be affected. A common man
will not have the incentive i, invest
in company shares. Anybody who in-
vests in the joint stock compaines does
50 with a view to securing 3 dividend
but if the dividend is to be given by
well-managed companies, with the
present taxation, how many of them
wil] be able to give 6 per cent. on the
market value of those shares today?
Mr. K. K. Shah hag of late become a
great industrialist. Will he tel] me
how many of the industries, where he
is a director, according to the present
rates of taxation, if they pay their
taxes honestly, will be able to give a
6 per cent. dividend on the market
rate? If not how will they attract the
investors? Or is it the poiicy of the
Government to go and support the
monopolists, people who have already
established industries? I do not think
that is the policy of the Government.
It is, 1 think, the policy ¢f the Gov-
ernment to encourage more and more
industries to come up. Are you going
to increase the formation of industries
by such taxation? Instead ot a super-
profits-tax the Government should
have charged all profits in excess of a
certain standarq profits, say the ave-
rage of the last three years’ profits.
Or the Government could have asked
the companies to compulsorily depo-
sit with the Government profits in ex-
cess of the standard profit. Perhaps
such a provision would have met the
needs of the present situation and
would not have been so oppressive.
How can we hope to get any foreign
capital when earnings above 6 per
cent. are penalised and this at a time
when the levels of corporate taxation
abroad are tending to go down? Of
course, those who read newspapers
know that drastic cuts in income-tax
levels are introduced by President
Kennedy in the U.S.A, and other pro-
gressive countries are following that
lead. Are we going to follow the lead
of the Iron Curtain countires and
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squeezeout everything that is left with

the people?

The Government's estimates of re-
venue as disclosed by successive Bud-
gets are usually on the low side. But
this time it is much too low because
of the complicated nature of the pro-
posals. Therefore, the proposals have
come before us now and the Govern-
ment have not got any scientific back-
ground to assess actually what the im.
pact is going to be and as usual, there
is under-estimate. My fears are that
the under-estimate i3 very much more
than it should be. In the case of in-
dividuais the curb on deduction far
wpenditure on account of remunersa-
tion and perquisites at Rs. 60,000 per
annum for an individual employee
amounts to enforcing a sort of ceiling
on income through the backdoor. If
#0, let them say so. Perhaps Mr.
Bhupesh Gupta wants it.

Surt BHUPESH GUPTA: Abaclute.
ly.

Sart DAHYABHA] V. PATEL: Let
me inform my hon. friend, Shri Bhu-
vesh Gupta, that in the land which he
admires so much, there is neither gz
ceiling on income, nor is the disparity
between the income of the poor work.
er or the peasant and that of the top-
most paid man less than the propor-
tions that we have here. They are ag
high if not higher than that in pro.
gressive European countries.

Suari BHUPESH GUPTA: Then yoy
should follow what I am saying here
now.

Surr DAHYABHAI V. PATEL: Out
of the total investible resources pool
in this country, the Central Govern.
ment and the State Governments w;l]
now be taking away about 30 ver cent
by way of taxes loans, savings and
compulsory deposits. The Defence
expenditure will be met and the pub-
lic projects expenditure alsn. But
what about the other sectors of the
Plan? In a a mixed economy enough
resources should be left for deve-
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and expansion of other
sectors of the economy. But
under the plea of mopping up
purchasing power in order fto
prevent inflation, the Government is
taking away all the resources from
the total investible pool in the country
and it is well known that the invest-
mentg in the public sector bring negli-
gible return. This will have serious
repercussions on the present industria]
development of the country and the
future capital formation. In tnis con-
nection I would like to draw the atten-
tion of hon, Members to

lopment

Suri ARJUN ARORA (Uttar Pra-
deshj: Is he reading from a Hook?

Surt DAHYABHAI V. PATEL: Yes,
1 am presently reading.

Tue DEPUTY MINISTER IN THE
MINISTRY or FINANCE (Surt B. R.
BHacaT): From what book?

Surt DAHYABHAI V. PATEL: I
will just tell you. In this conneciion
I would like to bring to your notice
the opinion of well-known experts.
This is from the publication “Taxation
and Investment” by The Nationa}
Council of Applieq Economic Re-
search, New Delhi,

Surt MORARJI R. DESAI: That is
not a Government publication.

Surt ARJUN ARORA: It is not 2
Government organisation. It is an in-
dependent organisation.

Surt DAHYABHAI V. PATEL: But
Government-recognised. The Gov-
ernment has recognised if. I wilt
correct myself if the hon. Minisfer
says that the Government does not
recognise it.

Srr1 MORARJI R. DESAI: No ques-
tion of not recognising it.

Surt AKBAR ALI KHAN: These
are not Government’s figures.

Sart DAHYABHAI V. PATEL: But
they are recognised expert economists
and they have been giving their advice
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and their advice iz often quoted by
the Government when it suits them, I
am, I believe, entitled to quote them
also.

Surt MORARJI R, DESAI: When it
suits you.

Surt DAHYABHAI V. PATEL: On
page 78 it is stated here:

“The real position, however, 1#
quite the contrary. Net savings by
public gector have really declined
since 1951-52. The ratio of net gov-
ernment savings to net government
investment has steadily fallen from
94 per cent in 1951-52 to 18 per cent
in 1957-68. In other words, an in-
creasing proportion of public invest-
ment is financed by drafts on private
savings.”

And let us remember that this was as
far back as 1951-52. Madam, the draft
on private savings has gone very much
further and what will it be after these
proposals? Then further it ig stated
here:

“At still higher levels of wealth,
the sum of income and wealth-tax
liabilities will first equal and then
exceed the entire income of the in-
dividual. In other words, conscious-
ly or otherwise, the tax sysiem is
so fashioned as to impose a virtual
ceiling on individual wealth hold-
ings.”

Madam, if this is the policy of the
Government, I would like Government
to come out with a clear statement
that they want to impose such a ceil-
ing on salaries, a ceiling on earnings
and on capital.

SHrt ARJUN ARORA:. Would you
accept it?

Sarr DAHYABHAT V. PATEL: I
would like them to put it clearly be-
fore the country so that the country
can make up its mind whether to ac-
cept it or not,

Surt ARJUN ARORA: But will you?
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Surt DAHYABHAI V. PATEL: I
have made myself sufficiently clear
and T need not be told and goaded by
Shri Arjun Arora to make myself
sufficiently clear,

Next, Madam, I would like to invite
the attention of the House to a passage
in another authority—Taxation and
Foreign Investment—since this coun-
try depends very much on foreign in-
vestment, this is very pertinent. At
the end of Chapter X on page 90 it is
stated here.

“Although the Indian rate of
wealth-tax on companies compares
favourably with the rates in the six
European countries, which tax the
wealth of companies, this tax is no
in force in important capital-expori-
ing or capital-importing countries,
which compete with India for for-
eign capital. Secondly, it imposes &
burden on companies which is in
addition to the already high rates of
company taxes. This tax would,
therefore. be a deterrent to foreign
investment in India.”

And this was said some years ago.
What will be the position after the
Finance Minister’s recent proposals?

Madam, the State Finance Corpora-
tion charges interest at 7 per cent and
8 per cent. The corporation is a State
sponsored organisation. If the Finance
“orporation hopes for and legitimately
wants and the Government also sup-
ports this policy of taking interest at
7 per cent and 8 per cent, then is it
fair to ask the industry or the private
investors to be satisfied with less than
6 per cent? If the profits are reduced,
then the source or the pool from which
wages and bonuses ultimately come
wil] be reduced. Whether it is direct
or indirect, the burden impinges on
the body politic at the lowest level
where 3ll the weight has to be sup-
ported. The burden of the Rudget is
ultimately going to fall on the consu-
mer and the toilers at the lower levels,
The present set-up and industrial
structure of our economy ig such that
it wil] convert direct taxes into indi-
rect taxes and the burden of it will fall
heavily on the consumers and the
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wage-earners. The State Budgets and
the Central Budget reveal that the en-
tire internal and external policie; have
led us to this rising pitch of faxation.
It should be cbvious that it cannot be
right to do so. It is time—and I have
been, as a matter of fact, saying this
for more than g couple of year:—for
Parliament and the country to think
whether it is right for a Government
to continue with such policies and whe-
ther it is right to continue such a Gov-
ernment, if it cannot find other ways
of carrying on the administration of
the country except by resorting to
such oppression. The situafion of
danger to nationa] security so close by
the Chinege aggression last winter
cannot be mel by oppressive taxation.
Such methods will only undermine the
moral stratum and the
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Sar1 ARJUN ARORA: Are hon.
Members allowed to read their spee-
ches? This is what the hon. Member
is doing.

Tae DEPUTY CHAIRMAN: He is
not reading. He is only refreshing hig
memory, . i

SHrr AKBAR ALI KHAN: He is
only referring to notes.

Surt DAHYABHAI V. PATEL: May
1 point out a ruling by the hon. Spea-
ker that Members may refer to their
notes as often as ghey like?

- 8BArt ARJUN ARORA: But not con-
tinuously,

Surt DAHYABHAIT V. PATEL: It is
said, as often as they like.

Such methods of oppressive taxation
wil] undermine the moral stratum gnd
the vigour of the people, incapacitate
them to resist future aggression of such
a type and will damage the prospects
of increased production, both in indus.
try and agriculture which we need so
wnuch. Madam, why do we do this?
On an earlier occasion 1 had pointed
out that in one of the Sanskrit books
called Rajtarangini, the Sanskrit pun-
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dits are said to have advised the Kings
of Kashmir-—and the translation of
this book, if you please, was made by
the late Shri R. S. Pandit, brother-in-
law of the Prime Minister, and the
Prime Minister has written a foreword
to this book—that if they wanted to
keep their power, they should look
atter, keep an eye on the cultivators.
“Do not allow the cultivator to keep
more than a year's requirements of
z-ain, Do not allow him to keep bul-
locks in excess of that required to
plough the land for one year. Do not
allow him to ride a horse because he
will get wind in his head. Do not
alfow him to keep more woollen cloth-
ing; he should have just the bare clo-
thing necessary; otherwise he will be-
come soft and will not go out to work
in the fields in the cold of Kashmir.

Suri M. GOVINDA REDDY (My-
gore): He seems to have written this
for the Swatantra Party.

Surt DAHYABHAT V. PATEL: For
the information of the hon, Member, 1
might tell that this book is more than
a thousand years old but I want to ask
my friends opposite, who do not see
the writing on the wall, whether the
Prime Minister is not acting accord-
ing to this advice.

Surr AKBAR ALl KHAN: Not at
all,

Surti DAHYABHAI V. PATEL:
Once on the saddle, then do every-
thing according to the advice of the
Sanskrit pundits to make your rule
perpetual,

Surt BHUPESH GUPTA: Is that all
that we get from Rajtarangini?

Surt DAHYABHAI V. PATEL:
Madam, it is therefore, and because
the policies are not progressive, that I
shal] oppose the Budget proposals.
What are progressive countries doing?
Why is there so much hush-hush about
our defence efforts, when we ask about
the defence equipment we have and
about the expenditure on this? It is
quite true, and I quite understand, that
to a certain extent there should be
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some secrecy on defence expenditure
but the present system that we have
debarg any scrutiny. On the contrary,
look at what the progressive countries
of the worlqd are doing. In a magazine
called “U.S. NEWS AND WORLD RE-
PORT” there are figures given of def-
ence manpower and expenditure ¢n
defence relating to more than a dczen
countries. These are published, the
manpower that they have got, the
length of the military draft, the equip-
ment they have. Where do we stand
herc? If the country is expected to
make a sacrifice and tighten its belt to
the limit that we will have to, are we
not entitled to know the equipment
we have, the efforts that we are mak-
ing to build up our defences so thai,
God forbid, if we are to face another
foreign invasion once again, we will
know where we stand. In all serious-
ness, Madam, I ask, what is the Go-
vernment, what is the Prime Minister,
who has been having the unquestion-
ed love of the people for the last
thirteen years doing? And, under
thege circumstances, {0 come out with
a Budget of this type, Madam, is
something that I cannot understand
and, Madam, it is time that people got
up and said that they woulj have no
more of this. I oppose this Budget.

Suri M. GOVINDA REDDY; Madam
Deputy Chairman, before I proceed to
make my remarks on the Budget, 1
would like to say a word or two on
what my recent predecezsor has said.

[Tue Vice-CHAIRMAN (SHrr M. P.
BHARGAVA) in the Chair.]

The distinguished Member of the Swa-
tantra Party was today in a shocking
mood. He said that the country re-
ceived two shocks. Of course, he was
true in one sense, saying that the
country has received a shock by refer-
ring to the death of the greatest
Indian, Dr. Rajendra Prasad.

Smrr DAHYABHAI V. PATEL: I
said, two shocks.

Surr M., GOVINDA REDDY: Yes, I
am cominyg to that, There he wag right

j
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in the first shack, but in the eecond,
by making that reference, he really
shocked the House. The hon. Mem-
ber has himself shocked me and most
of the Members of the House by speak-
ing for the poor man, the common man,
He was speaking for the poorer clas-
ses, referred to the fifty per cent.
compulsory savings of land revenue as
iniquitous, condemned the surcharge
as affecting the poor man and blamed
the Government for not bringing the
car within the reach of the small man.
All these things were for the poor
man but the cat was out of the bag
when he came to the question of the
super profits-tax. He szaid that the
fax was imposed on low levels of
profit. He also talked of the provi-
sions regarding advertisements and
al] that. He also said that the super
profits-tax takes away all resources
and incentives for capital formation.
It is the greatest shock that a party
which is wedded to the theory of
laissez faire should be existing in the
modern world, a party wedded to an
outmoded philosophy should still be
found to be living in this country. ’

Sgrt M. RUTHNASWAMY (Mad-
ras): Ask the people about it.
Sarr LOKANATH MISRA  (Oris-

sa): And seasoned politicians of the
Congress Party getting into it.

Surt M. GOVINDA REDDY. We
know what type of people are coming
to you and you know it too,

Mr. Vice-Chairman, to make a
correct appreciation of the financial
position of the country and of the
taxation proposals that have been
made—and the extent of the taxation
proposals of & far-feaching nature—
it would not be out of place to say
a word or two about the background
against which we have to view the
proposals today. The Government of
independent India inherited a legacy,
an  impoverished country with
languished resources and production,
with men and women too weak, poor
and unequipped to be able io aid
production. So the psramount task
of the (lovernment was to build up an
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economy to inject strength into the
means of production so that we would
be able to produce more and more
and also organise human and other
resources in order to increase produ-
ction still further., It was for this
purpose that the Government of the
country launched upon a programme
of planning. Obviously this necessi-
tated planning for a structure which
was beyond the financial resources of
the country and therefore they had
to plan for an annual expenditure
even leaving some portion of the
provision in the annual Budget un-
covered. So this has been no easy
task for the Government. This has
been a stupendous task. Now we are
faced with the result that in addition
to the planned expenditure of last
year we have to meet an increase in
capital outlay of Rs. 234 crores, in
civil expenditure of Rs. 73-79 crores
and in defence outlay Rs. 106 crores
over last year and this leaves a
deficit of Rs. 454 crores to be covered.
This huge deficit has to be covered
somehow or other. If we look at the
external position of our trade, we are
not in a very happy position although
the Government of the day has done
its best to build up the trade. Our
exports which were enjoying a com-
fortable position have in the last year
not shown the performance which
they were showing. In Western
Furope they were declining although
that deficiency was made up by our
trade with East European countries.
Internal production also has not
registered the increase which was
expected and which was planned for.
Resources through small savings have
kept up almost to a constant limit of
Rs. 100 crores. And faced as we are
with a situation where we have to
meet increasingly additional expendi-
ture, it is necessarily a difficult task
for anybody to cope with and one
can easily realise the difficulties of
the Finance Minister in balancing the
Budget. I think it is a staggering
situation, a breath-taking situation
and one could not have taken easily
unon one’s shoulders under such odds
and in addition to all this in the

1683

[RAJYA SABHA]

General Discussion 1684

face of our dwindling foreign ex-
change reserves, to make a Budget
which would save the people from
additional taxation. The one point to
be noted here is that we are faced
with a situation where at the existing
level of taxation we are left with a
gap of Rs. 454 crores. If it is only
for one year we can equanimously
look at this gap and prepare to face
it but with the enemy at our border—
and God knows how long this emer-
gency will last; there is no sign of its
easing; if we take what the Prime
Minister said yesterday into consi-
deration, it may be that the enemy
may even before the winter is off
start an attack and there is no possi-
bility of our visualising the emer-
gency receding—we not only have to
provide to cover as great a, part of
this gap of Rs. 454 crores but it may
be that we will have to provide for
more, If that is so, the additional
taxation that has been now imposed
according to these Budget proposals
will have to be perhaps increased.
That is the prospect that we have in
view and it is no pleasant prospect.
It is a prospect for which the country
no doubt is prepared and the magni<
ficent response that we have received
in the country after the emergency
set in is an indicator of the fact that
the country is prepared to bear, that
the people are prepared to bear, the
burden but it i3 for the Government
to see how well the burden should
be distributed. I do not agree with
the hon. Member of the Swatantra
Party that this Budget is lopsided or
has made uneven provisions. The
Finance Minister working within his
limitations has been just, has been
fair, has tried to hold the scales even.

Sir, it it were not for the fact that
this deficit is going to continue, that
we will have to face additional
defence expenditure year after year
until the emergency disappears, 1
would not have come forward to say
a few words on them. I? these imposts
were only for a year, I ¥would not have
said a word about them. Now, faced
with this situation of continuing to
bear for an indeflnite period these
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additional taxes, should we reconsider
and review the position in regard to
this taxation? That is the question?
It may be said that instead of resort-
ing to taxation, we may effect some
savings by pruning the Plan bul the
hon. Minister has said in his speech
very clearly that there can be no hal-
ting of developmental programmes be-
cause we are already committed to
these  developmental programmes,
And to carry on the additional du-
ties imposed upon the country and the
additional burden that has to be borne
with regard to the increased scope of
planning, we have to incur additional
civil expenditure of Rs. 73-39 crores,
so that there can be no saving on that
account. And there js not much hope
of raising more by small savings also.
When these avenues are not open for
the Finance Minister the only other
way is to see whether there can be
certain  alterations in  taxation,
whether the pattern of taxation can
be altered in order to make up this
deficit equitably.

Now, 1 would like to say something
about indirect taxation. I do not want
to mention here—I wish to mention
of course but I will not have the
time—the appreciative items of these
taxation proposals. As Mr. Shah has
made it abundantly clear I am not
going into them. With regard to
indirect taxation, the general prin-
ciple is that the wider the net you
spread the larger the catch you get.
That is true but there is also a con-
sequential principle involved in this
and that is the burden of indirect
taxation should not be heavy on any
particular section of the people. It is
here that I would like to submit to
the Finance Minister some of the con-
ditions which perhaps have not come
to his attention as poignantly as they
have come to my attention, One
consequence  which follows  the
imposition of indirect taxes is that it
is difficult to hold the price-line. The
Finance Minister is very anxious
about this and he has suggested
various corrective measures in order
to see that there will be no shooting
up of prices. But as it happens in
‘practical life, the blackmarketeer or
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the one who evades the law has only
a 0'00001 chance of being caught.
They know that in all these months
after the emergency only two or
three kerosene dealers have been
procecuted. You go to the market
where you want to buy a cigarette or
soap or anything of that sort. You do
not get it at the old price plus the
addition of the excise. It will be
three or four times more than the
excise imposed or that will be charged
on the article. This is what every-
one says. And what is more, if one
commodity of ordinary consumption
is taxed, the merchant puts that
impost on all other items. So much
s0, if today I buy a kilogram of sugar
which is not to bear any additional
excise, I will have to pay for every-
thing else which I buy an additional
price, much more than what it was
before the Budget proposals were
announced. I am pointing this out to
indicate that the family budgets of
middle-class people, of the poorer
classes, will naturally get upset. When
for one item an excise duty is imposed
and for a hundred other items also
the rates increase in the market, he
will have to incur additional expen-
diture. This is a factor which I have
been trying to bring to the notice of
the Government time and again in
this House but which, I think, has
not completely appealed to them.
They do not see eye to eye with me
there. Now, I will not mind that as
far as the higher income brackets are
concerned, because even though it is
unfair that the market should be
exploiting them, they can afford to
pay because they have the resources.
But where limited incomes are
received by people and where the
middleclass flamily man has to keep
up a hundred appearances of respec-
tability, it will be difficult for him to
balance hig budget. The same is the
case with the poorer class also, but
fortunately as far as the labour class
{3 concerned, three or four members
in a family will be earning and the
burden on such a labour class is not
much of a hardship, But in the case
of a middle-class family where there
is only one earning member and
where there are eaged parents,

T
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children and so many dependents, as
is customary most unfortunately in
Indian families, it is difficult to
balance the budget. Let the Finance
Minister get it worked out—if a
family gets, say, between Rs. 100 and
Rs. 250 as income per month, how
will that amount be apportioned?
What will be the amount for house
rent, what will be the amount for
food, what will be the amount for
education, what wil] be the amount for
medicine, what will be for this, that
and the other? This point has to be
considered. I do not mean to say that
additional excise should not be
imposed on these items. , I do not
mean to say that at all. But if this
hardship could be avoided, it should be
avoided, because we are adding the
last straw on the camel’s back. If we
can prevent jt, let us prevent it.

1687

In regard to the additional excises
proposed, I would like him to recon-
sider the surcharge on paper. As
you know, the poorer classes here in
this country have to be educated and
these days Dbooks have become
terribly expensive. One middle-class
family man cannot buy text-books
for one boy, let alone for all the boys
and girls in his family. When that
is the case, when we have to en-
courage literacy, should we not make
them simpler, bring them within the
reach of the ordinary man? By im-
posing a surcharge of 10 per cent, 1
think, on printing and writing paper
and 20 per cent on other paper, I
believe it is somewhat of a hardship.
Similar is the case of kerosene. I do
not mind superior kerosene being
taxed. Inferior kerosene is used by

everyone. Now, these days you do
not get other fuel. Forests are being
denuded.

Surt MORARJI R. DESATI: I do not
want kerosene to be used ag fuel

SErt M, GOVINDA REDDY: That
is being done. There is no other way.
The Finance Minister can very well
say that he does not want kerosene
5 be used as fuel. But they have to
get either power or some kind of
f“fl’ Y.lm'y do not expect them to

[ RAJYA SABHA ]
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starve. They have to cook their food.
If they have to cook their food, they
have to get fuel. You please go to
the villages. I come from the villace
parts myself. From where we used
to get fuel, we do not get even fodder.
It has become much more difficuli,
because more and more land is coming
under cultivation. Forests are being
denuded and this Government has not
taken care to see that deforestation
which is the enemy is stopped. Where
is he tb get his fuel from? Please
look at it from that point of view.
Then, there is no fodder also available
because more and more land is com-
ing under cash crops. There 1is no
fodder and he cannot keep more
cattle on land. Then, how can he get
cow dung? He must use kerosene.
So, what is wrong? If well-to-do
people can burn petrol for their car,
should not the poor man burn
kerosene for this food, for hisz living?
I am gsurprised that the Finance
Minister does not want kerosene to
be used. I am only pointing out the
hardships. (Time bell rings),

Therefore, 1 suggest some other
alternative means, Well, this is an
abnormal situation and my sugges-
tions are also abnormal. I request
the Finance Minister to forgive me
if they are startling. I am making
these suggestions on the assumption
that this emergency is a continu-
ing one and that we are pre-
pared to face this deficit and we
will be facing it year after year. One
of my suggestions is take away all'
the profils of joint stock companies,,
freezing their dividend at 4 per cent.
Now, when I heard Mr, Shah, I
really appreciated his way of argu-
ment. After all the demands by way
of taxes are met he said he would
be getting into a minus. If an indus-
try is getting into minus, after the pre-
sent taxation is met, why not take
away the entire corporate profits?
And as far as incentives are concern-
ed, there cannot be any greater incen-
tive than patriotism. If for the dura-
tion of this emergency people are not
prepared to sacrifice their profits in
order to see that people do not starve,
I do not want them to exist. So,
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there is the powerful incentive of
patriotism. So, let all profits beyond
four per cent be taken away. I want
also that all the privy purses should
be suspended. Payment should be
suspended. I know that we have en-
tered into covenants and this is a
constitutional provisions, But it c¢an
be easily overcome by suspending the
Constitution for the duration of the
emergency. That can pe done. “L
ean

Surr ARJUN ARORA: You
that particular class.

Surr M. GOVINDA REDDY: Now,
my next suggestion 1s to suspend pro-
motions, to freeze all salaries above
Rs. 1,500 per month and tp stop all
promotions. I am very confident that
the officers are also patriotic and they
wil] not mind bearing this burden for
the duration of the emergency. I have
got some more suggestiong of this
sort. Banks should be nationalised and
all profiteering concerns should be
nationalised or their profits should be
absorbed by the Government, only
during the pendency of the emer-
gency. Some such measures could be
devised because they will be called
upon to bear additional burdens, more
burdens than the present ones. Since
you have galready indicated that my
time is up ! do not wish to proceed
with the other points.

Thank you. .
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Surt N. SRI RAMA REDDY
(Mysore): Mr. Vice-Chairman, Sir, I
rise to welcome the Budget as pre-
sented by the hon. Finance Minister
to the other House and which is
being discussed here today, broadly
speaking. Now, Sir, it is but natural
that this Budget should be heavily
defence-oriented. Facing as we do &
great crisis arising out of the aggre-
ssion committed on our northern
border by our great and treacherous
neighbour, China, it could not be any-
thing but be of this magnitude so far
as defence is concerned. Sir, while
defence needs have been taken into
consideration fully, I should congra-
tulate the hon. Finance Minister that
he has not forgotten to take into con=-
sideration the development needs of
the country. Sir, it was only yester-
day, speaking in Amritsar, our illus-
trious Prime Minister was saying that
the roots that sustained war or
defence should be found in the field
and the factory. No greater truth
than this could be said of the present
needs of our country. Therefore I
am very happy that the needs of
defence as well as development have
been fully taken into consideration
im framing the Budget proposals.

Now, Sir, the Budget of the Central
Government consists of two parts,
what is called the Revenue budget
and also the Capital budget. Coming
to the Revenue budget, Sir, on the
current basis of taxation revenue has
been estimated at about Rs, 1,585
crores whereas revenue expenditure
during the next year is estimated to
be Rs. 1852:40 crores. This leaves us
with a deficit, so far as revenue
expenditure is concerned, of Rs. 266-67
crores. Of course no Finance Minister
worth the name could propose a
deficit of this kind to be suffered by
the country without damaging the
finances of his own country. Much
less can our present bold and patrio-
tic Finance Minister do so. That is
why probably he has come down with
a bold taxation policy which Iis
expected to yield Rs. 275:50 crores.
Of course deducting from this the
States’ share of Rs, 960 crores, he
hag left, so far as the Revenue budget
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1s concerned, a nominal deficit  of
Rs. 77 lakhs. On this score, Sir, he

deserves to be congratulated. So far
as the revenue Budget of the Central
Government is  concerned, it is
balanced. We can take 1t so for all
practical purposes.

Now there is the other side of 'the
Budget called the capital Budget.
Capital expenditure during the cur-
rent year has been put down at Rs, 827
crores, loans to States and other
pariies, Rs. 716 crores, debt repay-
ments, Rs. 231 crores and the total
capital Budget 1s estimated to be
Rs. 1,774 crores. Therefore, the
Finance Minister naturally shoulq find
ways and means to find this sum' of
Rs. 1,774 crores—it is but mnatural.
Now arising out of these two budQets

a budgetary gap has been created.
And what is the total gap? he
revenue deficit is Rs. 267  crores;

capital outlay is Rs. 827 crores; loans
to States and others, Rs. 716 crores,
repayment of debts, Rs. 231 crotes,
and a total amount of Rs. 2,041 crores
is left as a gap but which is prop0$ed
to be filled up by the following
means: internal and external borrow-
ings to the extent of Rs. 987 crores,
repayment of loans, Rs. 248 croves.
investment of P. L, 480 Funds, Rs. 90
crores, Miscellaneous Debt and Depo-
sit heads, Rs. 282 crores. Thus the
total receipts are estimated -to |be
Rs. 1,587 crores, which leaves a mnet
gap of Rs. 454 crores. In his speech
he has referred to this Rs. 4564 crotes
net gap in the Budget, which he
proposes to make up in the followmz
ways: Additional taxation, as as
already been pointed out, accounts ?&r
Rs, 267 crores, compulsory deposits,
Rs. 37 crores, ang deficit financing,
Rs, 151 crores. Thus, Sir, he has kept
deficit financing to the utmost limit
of Rs. 151 crores. This was a tremen-
dous task by itself, which he has done
well according to me.

Sir, India’s public finances took on
a new dimension as a result of the
recent aggression committed by
Chaina, The Finance Minister has
attempted to burrow into the pockets
of all sections of the people. He does
not seem to have spared anybody. Of
sourse it should be only in this way
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and I am quite sure, in this national
crisis, everybody hag a sense of parti-
cipation and I am sure, as free people
we are exiremely interested in parti-
cipating in this war effort and in the
preservation of the freedom of our
country. That is why I make bold to
suggest that in the entire country
nobody will grudge to pay his tax
dues. Therefore he has tapped the
poor people, he has tapped the
middle-class people, the moderately
affluent people and also, what are
called the shamelessly rich people, to
porfow a Shavian expression—that 18
the Shavian way of putting it. Now,.
Sir, this bold attempt, which has
never been made by any Finance
Minister in the history of India has
been made by our present Finance
Minister. There is no other way out
and T hope the entire country will be
one with me in accepting the pro-
posals in toto.

In order to make up this budgetary
gap he is taking recourse 10 what are-
called Direct taxes and Indirect taxes,-
and also compulsory deposits. Both
the direct and indirect taxes proposed,
and the compulsory deposit scheme
cover the entire range of salaried-
employees, tax  assessees, agricul-
turists, petty traders, corporate bodies
and o.aors. It is all-comprehensive.
But this situation has become one of’
necessity and a question of survival-
of our natlon in freedom. Therefore:
we ghall not have to grudge. However,
the rigour of both taxation and com-
pulsory savings could be reduced

without sacrificing at the same time
the immediate interests of this
country. This I say with great

emphasis because I find that there is
a factor of great under-estimation of
revenue from the new proposals. Sir,-
I have a basis to make this because
last year’s performance is an indica-~
tion of the trend which is taken by
the Finance Ministry, probably for~
very good reasons, the trend of under-
estimating revenues., Last year's
performance was this. Estimated
revenue was put at Rs. 1380°93 crores
and the Reviseq Estimates went up
to Rs. 1,500 crores. In the mean-
while he did not take recourse to any
taxation. He left the field open. Al
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the same an increase of Rs. 119 crores
has been effected during the last year.
This shows that our Finance Minis-
ter, of course for his own financial
reasons, always under-estimates the
revenues. This may be a right
policy. I do not find fault with him,
Sir. What I suggest is that the pre-
sent estimate of revenue is far too
low. On this basis I venture to sug-
gest that the increase of Rs. 265-93
crores ip taxes is an under-estimate
since it covers a far greater number
of items, and as is said, net is cast
not only far and wide, I say it has
been cast farthest and widest. There
is an increase of another Rs. 150
crores in the revenue probably. In
my owp humble estimate—it cannot
be taken for true—it last year's per-
formance was in excesg of Rs. 119
‘crores this year’s performance will
not be any less than Rs. 150 crores.
Therefore, Sir, our Finance Minister,
on the present basis of taxation

“which he has proposed for the year

1963-64 need not have taken recourse
to deficit financing at all. There-
fore, what 1 propose is when his
budgetary position is so sure and se-
cure, when he has cast his net, as
I said before, farthest and widest,
why should he not give proper re-
liefs wherever they are deserved? I
‘do not mean to under-estimate the

‘necessity of revenue, but what T want

to emphasise here is that there are
very, very hard cases where relief
is an absolute necessity and it ought
to be given.

First of all, Sir. I come to a point
which has been referred to also by
previous speakers, namely, kerosene
0il, Kerosene oil is a necessity. The
hon. Member, Shri Govinda Reddy,
was saying that kerosene oil iz re-
quired for cooking purposes, I am
not referring to that at all. T doubt
whether in the rural parts where

-majority of our people live, kerosene

is at all used for cooking purposes.

“The hon. Minister, Mr. K. D. Mala-

viya, need not be afraid that kero-
sene, which is imported at a heavy
cost of our foreign exchange re-
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sources, is going to be used for that
purpose. Even a poor hut requires
a little light, Fortunately, God has
areated 12 hours’ day. But at leas!
for a few hours in every hut a kero
sene oil lamp must burn. This is no.
a luxury, This is a necessity of ab-
solute importance. The necessity for
kerosene oil is all the more great
because, as pointed out by the hon-
ourable Shri Govinda Reddy, the
devastation in the countryside of all
non-edible  oil-yielding trees and
vegetation hag been so great that day
after day non-edible o0il has bcen
vanishing from the country. There-
fore, kerosene oil is the only way to
have a little illumination. Therefore,
he should not grudge it though it
meang @ heavy cost. And it is nol
that when you import kerosene oil,
you cannot pay an additional tax.
An additional tax of Rs. 1906 crores
is estimated to be the yield according
to the Memorandum that hag been
given to us, Therefore this has got
to be completely written off. I re-
quest the hon. Finance Minister not
to impose any excise on kerosene oil.

Now, I come to another point.
Without any reason whatsoever, from
non-essential  edible oils he has
chosen to remove excise which has
been giving him Rs. 10-25 crores. I
should like to know the justification
for removing this excise on edible
oil, Edible oil ig eaten bv middle
classes and poor classes only. The
poorest man does not use edible oil
at all. In the South, I can assure
the hon. Finance Minister, the pocr
man does not use any oil at all, oil
is not at all known to him. He does
not know how to cook items of
dietary in oil. Even so in the North,
the poor man prepares his chapatti
and a sabzi ang eats it. He does not
require edible oil either, Therefore,
which are these classes of people who
use edible o0il? Only the middle and
the poor middle classes of people.
Therefore, there is no juslification
whatsoever for removing excise duty
on this edible oil which has been
giving the Finance Minister Rs. 10-25
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crores.

I think he will have to give a débit

on the revenue to the extent \of

Rs. 3'81 crores. ‘
Cpming to unmanufactured tobac-

co 1t is the only luxury which our

poor people in the villages are en-
joying. From that the Finance
Minister expects Rs, 5'68 crores. I
want him to reduce that also. On
the top of it he has put more sur-
charge which is estimated to yield
Rs. 1-2 crores. So, on tobacco, as I

said, you must write off Rs. 68
crores.

Then, you have put excise on cot-
ton yarn of lesg than 35 counts. It is
estimated to give you Rs. 1'7 crores.
After all, cotton yarn Dbelow 35
counts is used by poor handloom
weaver in our villages, I do not see
any justification for an excise of this
kind, After all the loss will be
only Rs, 1'7 crores. Why do you put
this small excise and cause irouble
to the handloom weaver in the vil-
lage whose number runs into mil-
lions?

Now Sir, feg is a common bever-
age to all North Indian people and
coffee for the South Indian people.
Coffee and tea for Heaven’s sake, do
not touch. Our Finance Minister is
very particular about prohibition. At
whatever cost, he is prepared to en-
force prohibition in the country, In
the South, more often than not, for
poor people coffee haz been the sub-
stitute for today. Please allow them
at least this luxury. Do not charge
any more excise on coffee and tea.
Probably for coffee and tea thic sur-
charge and excise is Rs. 225 croves.

Surt P. N. SAPRU (Uttar Pradesh):
Do not compare it with toddy,

Surr N. SRI RAMA REDDY: That
is their only drink. Let them have
some luxury.

AN Hon. MEMBER: Neera.

|
Suri N. SRI RAMA REDDY: Toddy
js called by the name Neera

!
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. Sir, T want relief on kéro- ! when
sene oil and not on edible o0il. And :
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(Interruptions). Well,
p.ease do not interrupt me, The hon.
Vice-Chairman  has not given me
much time.

Now, washing

: soap is  another
thing,

Now, like our Prime Minis-
ter, I shoul.d like to see averybody
wearing white clothes.
also you have put excise. For
Heaven’s sake, do not put excise
duty on the small things which are
of everyday use by everybody. It
is as good as salt. Just like salt.
soap is used by the richest as well
as by the poorest, The rich man
might waste some socap whereas the
poor man will be most fruga! in its
use. So, on all these counts, Rs. 22
croreg is all the concession that I ask
for from the hon. Finance Minister—
just Rs. 22 crores. It is not evzn
one-fourth—why on--fourth, it is
only one-eighth of the amount
which comes under the egtimation of”
items which I had already proposed.

But on scap

Now, Sir, 1 come to direct taxa-
tion. I took some trouble to prepare
a long table, The lowest man is hit
the hardest. A man with a salaricd
income of Rs. 5,000 was till now
paying only Rs. 42. He is now ask-
ed to pay Rs. 241. What is the per-
centage of increase? Should there-
not be some proportion? You have:
increas2d it by 474 per cent

THE VICE-CHAIRMAN (SHRI
M. P Buarcava): The figures are not
correct,

Sprt MORARJI R. DESAIL: May I
say that out of this Rs. 242, Rs. 150
will be his compulsory saving which
will come back to him with interest?
Therefore, it does not go away from-
him like that.

Surt N. SRI RAMA REDDY: Your
Memorandum given here does not in-
dicate that.

Surr MORARJI R. DESAL
does indicate,

That

Sur1 N. SRI RAMA REDDY: Any-
way, Sir, I was given to understand’

\
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on reliable authority that since t{he
rate of taxation has been the lowest
here, therefore, they have done like
that. In the case of salarieg people
who get Rs. one lakh, they have to
pay 56 per cent, Rs. 56,625. On
Rs. two lakhs it is Rs. 1,40,000 or 70
per cent, In any case whether i be
a salaried person or wholly earned
income person or wholly  unearned
income person all these people re-
quire a more humane consideration.
"That does not imply that an inhuraan
approach has been made.- The Rs.
5,000 person and Rs. 10,000 annual
income person, all these categories
must be treated differenily than
‘what is done here.
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Holders of immovable properiy
situated in urban areag and assessed
a tax, whether known as property
tax, house tax etc, are to pay 3 per
cent. There are people who get
Rs. 100 and there are people who get
Rs. 1,000 Why shoulg we create this
irritation? Why shoulqd it be so
wide? In every city the Municipality
-or Corporation has already increased
-the fax. You want them to contri-
‘bute a further 3 per cent. on the
“basis of the rental value. The out-
come might be very little but the
irritation that we cause to the people
may be very great. The hardship
‘they will be put to by your galaxy
-of officers may be very great. I
think even without it our Finance
Minister can well and more ably
manage these things,

W'th regard to Compulsory Savings
‘this exemption may be given. If we
cannot do it at least fix up some
limit. You may say Rs. 10,000 and
catch holq of him and get it. Why
get hold of Rs. 100 or Rs, 200 man?
How many people do vou approach?
You want a huge establishment. I
do not think it is worthwhile tak-
ing so much trouble,

Similarly I come to Professional
Tax. It is too trivial a sum. Any-

[ RAJYA SABHA |
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“body that pays any tax is asked once
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again to contribute to the C.D,
scheme. A man who pays Rs. 2 i3

asked. There are people whose tax
comes only to Rs, 2 and even he is
to be approached. I think all these
might be a little too much to deal
with,

‘Now I have one more class of peo-
ple for whom I will have to plead
fervently, namely, those paying land

revenue. In this country at least
there are 8 crores of land-owners
paying tax. Now, every person

should pay 50 per cent. of his land
revenue on the basis of 1959-80 as-
sessment, I{ comes to 8 crores of
people or 8 crores of farmers. What
a huge administration you need. The
entire galaxy is to be there,

Sur1 MORARJI R, DESAI: May I
ask my hon. friend this when he
gays that 8 crores of people pay
lang revenue? There is a population

‘ of 44 crores, and 8 crores of people

paying land revenue means it ac-
counts for a population of 40 crores.
Are there 40 crores out of 44 croroes
as agriculturists?

Surr N. SRI RAMA REDDY: I may
be wrong. The rural householders
are estimated in the census to be
7:5 crores. I base my calculations on
that. I was not hazarding a guess. 1
could not do so especially when there
is a very learned Finance Minister
sitting here. If it is not 8 croreg, it
may be 6 crores. It is not less than
4 crores. Already your Reddis, Kar-
nams, Patwaris, Revenue Inspectors,

Tahsildars, all thesec people are
harassing th m. I know in every
State contribution to the N.D.F. is

being collected almost on the basis of
the revenue pavment Avgain to 2dd
to these, T do not think it is worth-
while to irritate such a huge num-
ber of people. Better not do it be-
cause it involves enormous labour
and after all we may dig ali this
mountain  only to get a mole-hill,
Therefore when the right royai w--
thod is oven to the Finance Minister.
why should he do like this? Only
one word more
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Tre VICE-CHAIRMAN (Surr M. P.

Brarcava): No  more. Your 25
minutes are over. .
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Surt N, SRI RAMA REDDY:, What
has happened to our ecqnomic
growth? Ip spite of the taxstion, n
spite of the tempo of developmental
expenditure increasing year after
year, our progress with regard to
the economic growth is deteriorating.
Is any attention being given to this
great subject? Our per capita in-
come is reduced and it is getting re-
duced year after year and especially
last year it has been 50 according to
the figures that have been circulated.
He himself admitted that one of the
fundamental tenets of the budget of
any Government is the promotion of
economic development. If that has
not beepn so to that extent there hag
been a failure. Let ug search our
hearts. FEvery one of us ig a patriot
and therefore it is well that we
shoull do our job correctly. Thank
you very much.

Surt A, D. MANI: Sir, if I may
say so, I should like to extend a very
qualified approval to the Budget pre-
sented by our hon. friend, the Fin-
ance Minister, and the taxation pro-
posals that he has announced in his
Budget speech, Today my hon.
friend, Mr. K. K. Shah, raised the
question that the taxation proposals
do not affect the poorer classes as
much as they do the richer section
of the community. I would like to
go on, in an analysis of the taxation
proposals, to point out that t{nc pro-
posalg which the Finance Minister
has placed before the IIouse affect
the poor classes much more deeply
thap the richer section of the com-

munity. QL‘

Before going into a study of e
detailed taxation proposals, I should
like to raise the preliminary question
about the budgeting for defence.
quite agree that the Finance Minis-
ter has to find the necessary re-
sources for the high Defence bill ot
over Rs. 800 crores, If we examine
the Budget proposals, we find that jn
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1961-62 the Defence Estimates were
Rs. 289 crores, in 1962-63 it was

Rs. 451 crores and now it is Rs. 708
crores, The country is not techni-
cally at war but is in a state of
emergency. In all democratic coun-
tries, whenever the Defence ex-
penditure has been stepped up, sme
information ig given on the Livad
heads on which the money is going
to be spent. Let us not say that any
statement made in the Rajya Sabha or
the other House would be made use
of by the enemy because the enemy
has a Legation in Delhi which col-
lects information on all these matters.
It is an unfortunate fact that we re-
ceived more information about Defence
and about the army under the British
Government than we have done under
the independent Government. I am
making mno reflection at all. The
conditions are changed and we realise
that we cannot give information as
freely as the British Government used
to give to the non-official Opposition
in those days. A study has been made
by the Institute of Stirategic Studies
i England which has come to the
conclusion that the Defence Expendi-
ture of India is only 1,40th of what
Israe) is spending on its defence. They
have gone into the Defence Budgets of
all countries and come to this conclu-
sion. What I would like the Finance
Minister to state in his reply is to
give a broad 1dea of the progress of
Defence Expenditure in the next 2 or
3 years, Is the money that he is
asking here for meeting immediate
needs or for meoedernisation of our
army to meet the demands which will
be made on it in the war against
China? It is necessary that we should
have a clear picture before us and
such a statement would enable the
country to steel its mind to bear more
tax burden in the future.

I would like also to raise the gene-
ral question that if the couniry is to
proceed on the basis of a war ¢cono-
my, it is not possible for us to allow
the State finances to be in the condi-
tion in which we find them today.
The other day the Finance Minister of
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Bihar said that there was a deficit but
he was not able to raise the taxes. A
stmilar statement was made by Mr. C,
B. Gupta in U.P. If the States are
not going to raise the money for the
war effort, how is the Defence econo-
my of the country going to be streng-
thened? It is necessary for us to
realise that the emergency has made
this Constitution virtually a unitary
Constitution, I should like the Fin-
ance Minister to consider the proposal
that an assessment should be made
about the taxable resources of the
States in order to see that the States
give their equal contribution to the
war effort; otherwise every year the
Finance Minister will have to come
to the Houseg of Parliament and ask
for their approval of heavy burdens
of taxation,
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I would also like to suggest that
while we think in terms of strengthen.-
ing the army, there i3 no point in
proceeding on ad hoc academic
grounds that the development expen-
diture should not be curtailed. Over
Rs. 1,200 crores are going to be given
to the Stat.; and for the implemen-
tation of the Third Plan. I realise
that every day more mouths are being
born and that we have got to create
employment for the rising population
in our country, but when we think in
terms of Defence, the first priority
should be given to the starting of
Defence ancillary industries, It is a
disappointment to me that in the
Finance Minister’s speech there is no
reference whatever to the starting of
ancillary industries for defence. It is
necessary that the country should be
informed what industries are going to
be started in order to strengthen the
defence effort. If that is done and if
the State Governments are made to
realise what their responsibilities are,
I would even suggest the creation of a
State Taxation Authority in which the
State Ministers would meet and give,
more or less, recormmendations to the
State Governments that taxation of
this order should be levied in order
to keep the Plan going. Unless the
Government thinks in terms of =a
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unitary constitution gt the present
stage, it will not be possible for it to
prosecute the defence efforts.

Sir, T would like to mention the
point that I raised today and that 1s
about the level of taxation in our
country and how far it hag affected
the common man. The Finance
Minister just now said in an interrup-
tion that on an income of Rs. 5,000 a
sum of Rs. 241 will go in the form of
surcharge and compulsory deposits,
and out of this Rs, 241 a sum of Rs. 150
will be the compulsory deposit. 1
quite concede the point and I am very
glad he has clarified the position now.
But the House knows that the present
level of taxation is Rs. 42 and the
element of taxation after removal of

[ the deposit now will be Rs. 90. In

other words, on a man getting
Rs. 5,000 who is not able to bear the
burden, vou are now imposing a levy
of Rs. 50 more, that is to say, 100 per
cent more. If we examine the levels
of taxation, we find that as one pro-
ceeds from Rs. 5,000 to Rs. 10,000 and
from Fe. 10,000 to Rs. 15,000, the per-
centage of burden is gradually less
and less. In other words, the man
who is not able to pay is bearing the
highest burden of taxation now.
There is no point in saying that he
will have Rs. 150 in deposit now. The
hon. Finance Minister wants the com-
mon man on the one hand to bemefit
and on the other he has tried to
increase export duties, he has tried to
increase the import duties and the
surcharge on a large number of arti-
cles, Whatever is going to happen, it
1s certain that the cost of living in this
country will certainly go up. Lawt
year a demand was put forward before
Parliament asking for Rs. 38 crores for
the payment of dearness allowance. -
am certain that next year the hon
Minister will come forward with a
demand that government servanis
should be paid dearness allowance of
an egnal order on account of the rise
in the cost of living. Taxes have been
levied on 41 commodities. My sub-
mission is that this taxation is wholly
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uncalled for Sir, I am not at all
satisfied with the adminisirative effi-
ciency of Government in its various
Departnents. I this e onection 1
would like to refer to the Report of
ttie rmstunates Commitlee, the Seven-
teenth Report, which was placed on
the Table of the Lok Sabha on
the 23rd of February. The Committee
mentions various items and says this.
1 would like to mention that in the
case of certain selected Ministries It
gave its opinion that though the bulk
of the work in these Ministries was
not directly connected with the Plan,
‘here was 2 significant  rise in 9
number of posts in each Ministry
during the Second Plan period and
thig increase was concentrated during
the period 1955 to 1957. The answer
of the Government is that the rhatter
is being studied. Sir, if there ig a 10
per cent. cut in the administrative ex-
penditure, a sum of Rs. 150 crores can
be raised by economy, and this Rs, 150
crores would completely cover the
vield expected from the increased im-
port duties and the increased excise
duties. If it-is possible to raise money
by economy, is it not necessary that
that avenue should be explored first
before asking the people to bear a
very heavy burden of taxation?
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Sir, I would like to mention here
that at the present level of taxation it
will not be possible for the people tc
bear the tax burden even this yeal
let alone the increased tax burdens. . .

Tue VICE-CHAIRMAN (Surt M, P.
BHARGAVA): Mr. Mani, you need not
have an eye on the clock. We will
rise when you have finished.

Surt A. D. MANI: Thank you. Sir.
Now, I will have to cut out from the
record what I said just now, because
I do not know where I stopped. 1
say that it will not be possible for the
citizen to bear the great burdens that
are threatened to be placed on him in
the coming years. As I said earlier,
the present level of expenditure on
defence is not going to be a continuing
factor. It is going to be a rising
spiral. We have got to raise more
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resources to bear the defence expen-
diture and so more and more import
dulles and more and more excise
duties are going to be levied on the
people. My submission is that there
is bound, to be a rise in the indices
of the cost of living in the country and
it will not be possible for the citizens
to bear this burden of taxes.

I have worked ou “+  the
figures regarding tlx ~aen in
India and 1 find that the total tax
burden in the States is of the order
of Rs. 655 crores, and taking Customs
and other Central taxes into account,
the total taxation comes to Rs. 1,527°46
crores. Taking the population as 43
croreg for the country the tax burden
works out at Rs. 35 per annum per
head. The per capite income for the
whole of India compiled from the
indices of national income, comes to
about Rs. 25 per month and on that
the burden is going to be Rs. 35. If
you take the cost of living in 1935
and compare the income in 1935 with
the income today, you will find that
the per capita income now is only
Rs. 8. These are the figures.

Sir, I would like to make a very
humble appeal to the hon. Finance
Minister not to think in terms of heavy
indirect taxation. It is possible to
prove that the richer sections of the
community have been affected by the
direct taxation. The increased levies
on the richer sections 1is a sign of
socialism on the part of the Govern-

ment, But the sign of socialism is in
the price level and in the Soviet
Union where I had occasion to go

round and examine the price level, 1
found that the price level was
rigorously being maintained.

Surt MORARJI R. DESAIL: It was
25 per cent, up five months ago.

Surr A. D. MANI: But it is also
high in this country. Tnere 100 they
are under the strain of a war economy
and they are also faced with a nuclear
war. Still it i« not as much as it is
here.
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My submission to the Finance Minis-
ter is that his proposals to raise the
tax on a large variely of commodities,
in excise as well as import duties,
should be given up. My fear is that
the total burden of taxation which the
Finance Minister hag placed before
the House and for which he is trying
to seek its approval, will also stamp
out the export initiative in the coun-
try. The Government is going to
raise the tax .on raw materials of
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industry like cotton, asbestos ete.
These are necessary for industrial
regeneration. If the costs of the

materialg are going up, then our ex-
port costs also would go up and even
as it is, In.u.: p.ices are so high that
there is no interest in the export
market. There is no point in the hon,
Minister allocating only Rs. 3 crores
for research in the export trade and
his raising the taxation under import
duties and excise duties, for it will be
very difficult for the Indian industry
to provide articles which are capable
of export promotion.

In this connection it is very curious
that the Finance Minister should have
tried to have a kind of increase in
the excise duty or a surcharge on
excise duty on tea. The burden which

was there when we had the
5 pm. duty and the burden which

is going to result by the con-
cession that he has given will be of
the order of 1-7 With this heavy
impost of gurcharge on tea, it
may not be possible for Indian tea
to get any markets abroad. I would
like to make a very humble appeal to
him. As tea ig our main foreign ex-
change earner, we should try to see
that there are no excise duties on tea
in order to proemote the sale of tea
abroad because without.

Surr MORARJI R. DESAI: That is
why I have taken off the export duty.

Surr A, D. MANI: But the way you
have done this is this: Export duty
is gone but you have a surcharge. 1
have all the figures.

Sarr MORARJI R. DESAI. Even
then they have an advantage of near-
ly 15 nP.
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SHRI A. D, MANI: The export duty
is off, The excise duty was 25 and
aller the new arrangement i is going
lo bo 18, The difference is not much
asz to lead to rapid export promotion.

Sir, I would like to make a submis-
sion about direct taxation. I quite
agree that some kind of surcharge for
Union purposes which is now of the
oruer of twenty per cent. was inev:t-
able. I quite agree that this money
cannot be handed over to the States
but the manner in which Government
hag tiled to tax the company profits
at over 6 per cent. raises certain
questions concerning  the economic
growth in our country. Sir, a Russian
expert recently had been to India and
he said that unless the Indian econo-
mic growth wag stepped up, it might
not be possible for it to meet the
demands of our wartime economy. It
is nceessary that more industry should
be clarted. T do not like very big
divideads and I do not like accumula-~
tion of capilal but let us face facts
When the Finance Minister wanted.
Gold Bonds he was prepared to pay
6% per cent. not 6 per cent. When the
banks lend money, it is 8 per cent.
The Tariff Commission accepted that
12 per cent, was necessary for capital
formation in the country. Preferen-
tial capital is available only at ten per
cenl. How is 1t possible for the coun-
try to have any effective capital for-
mmatlon if coiporate companies are
going to be subjected to increased levy,
unuer super-tax, Sit, I do not want
aii this money to gc into the hands
of the rich men. I would like to make:
oné consiructive suggestion and that
is. if corporate profits are going to be
ploughed back into s list of announced
inductries which are necessary for the
country’s development and for streng-
theiing the defence of the country,
then those profits should be exempt
from laxation. It is trying to meet
tue F.nance Minister halt way. Lel
him announce a list of essential indus-
trics for the country; let him say that
tiaese industries are necessary for the
defence and economic development of
the country. If those people willk
picugh back the money, then you co>
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think of giving a rebate on the super-
tax that has been proposed. Sir, in
thiz connection. I might mention that
Prof. Galbraith has submitted a report
to the Gover: ment which is probably
avalluble to the Finance Minister.
Prci, Galbraith 1s a very noted econo-
mist. He sai¢ that in an under-
ceveloped eccnomy, the only way of
capital formation was the ploughing
back f profits in the corporate sector.
There is no other way of raising
niuney. It hss been estimated that the
available capacity for savings, per
oty savings, is about Bg 1100 crores
out of which Rs, 400 crores has been
taken away by taxation already. The
money is not available for industries.
The only source for investment now
left is the profits of the corporate sec-
tor. Let it not go into the construction
of buildings and the purchase of motor
cars. It they plough it back into
essential industries, what difficulty is
tiicre in the way of the Finance Minis-
ter ziving tnem a rebate of the super-

tax?
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Sir, 1 would like to make one obser-
vation regarding the Compulsory
Deposit Scheme. As I am a news-
papciman, I also iried at a little bit
of 1eporting for the Finance Minister
yesterday in trying to find out the
reaction of the people. ’

Turg VICE-CHAIRMAN (Surr M. P.
BHARGAVA) : Mr. Mani, you have taken
twenty minutes. You must wind, up
now.,

Surr A. D. MANI: It is interesting
and the House would not weary.
Surprisingly, the reaction in the group
between Rs. 200 and Rs. 500 was quite
good to the Compulsory Deposit
Scheme; that is to say, they say, “In
any case, Government i3 going to
reserve money for us. Otherwise, we
wiil spend ii{.” But, the people in the
Rs. 100 category felt very much affect-
ed. They said, “We will not be able
to live if we have got to make a com-
pulsory deposit.” Now, a limit has
been fixed, of Rs. 1500. Now, this
limit of Rs. 1,500 works out at Rs. 125

|
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per month, A family living on Rs. 126
will not be in a position to make a
compulsory deposit. The Finance
Minister understands the difficulties
of the very poor family in the country,
With the rise in the cost of living, it
is not possible for the man at the
Rs. 125 level to invest any money, My
suggestion would be that the limit
should be raised to Rs. 2,500 because
the men that I met, the Rs. 200 cate-
gory, they like this Compulsory
Deposit Scheme, though I would sug-
gest that in fairness to the depositor,
4 per cent. compoungd interest shouwld
be paid. This is done by the banks
and Government should not try to
take advantage of the emergency to
deny that rate of interest to the people
to which they are entitled in deposit-
ing money with Government.

Sir, 1 would not like to say much
The House has been indulgent towards
me, I should like to say that these
are matters which should engage the
Finance Minister’s attention and I do
hope that whatever might be the
concessions he might announce in the
other House, he would at least do
away with the duty on kerosene.
Kerosene is on the same footing as
salt and it should not be taxed in this
country. Salt is not taxed, If we tax
kerosene, we tax lights. If we tax
diesel oil, we are going to impede the
rapid development of roads in the
country. I do hope that concessions in
regard to import duties and excise
duties would be announced by the
Finance Minister in order to lighten
the burden on the people.

Tux VICE-CHAIRMAN (Surt M, P.
BHARGAVA): There are a large number
of persons wishing to speak in this
Debate. We will, therefore, have to
sit through the lunch hour for the
remaining days of the Budget debate.

The House. stands adjourned till 11
A.M., tomorrow,

The House then adjourned
at Eight minutes past five of
the clock till eleven of the
clock on Tuesday, the 5§th
March, 1963.



